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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

Dear Investor,

On behalf of the Board of Directors, I am pleased to present MCB Alhamra KPK
Government Employees Pension Fund- Money Market Sub Fund (Fund launched on
December 13, 2023) accounts review for the half-year ended December 31, 2023,

Economy and Money Market Review

The first half of the fiscal yvear concluded with Pakistan’s macros in a considerably better
shape compared to the start of the fiscal year. The government secured a much-needed
Stand-by Arrangement (SBA) facility of US> 3 billion from the IMF in June 23, of
which USD 1.2bn was promptly disbursed. This was followed by additional inflows and
timely rollovers from friendly countries, which led to an upgrade in Pakistan's sovereign
rating by Fitch from CCC- to CCC due to the improved external outlook.

The new caretaker government, after facing speculative pressure on currency, took
decisive steps against smuggling of dollar and abuse of Afghan Transit in September
2023, which spurred a rapid recovery in the exchange rate and reduction of the ditference
between open market and interbank rates. This led to improvement in remittances and
export proceeds and helping the rupee to appreciate to PKR 281.9 against the USD by
December end compared to a low of PKR 307.

Country posted a current account deficit (CAD) of USD 0.8 billion in the first half of the
fiscal year 2024 (1HFY24) declining by 77% Yo¥ compared to a deficit of USD 3.6
billion in the corresponding period last year. Narrowing trade deficit was the major
contributor towards improving CAD as 7.5% increase in exports coupled with a 14.7%
drop in imports led to a 35.2% contraction in the trade deficit. The county’s external
position improved with SBP's foreign exchange reserves increasing to USD 8.2 billion as
of December 2023 compared to USD 4.4 billion at the end of last fiscal year. This was on
account of flows from the IMF, friendly countries and multilateral sources.

Headline inflation represented by CPI averaged 28.8% during first half of the fiscal year
compared to 25% in the corresponding period last year. Inflation remained on the higher
side as massive currency depreciation in the prior periods led to surge in food and energy
prices, The government also hiked electricity base tariff and gas prices to comply with
the TMF conditions, which led to further inflationary pressures. The SBP maintained
status quo in the monetary policy held on December 12, 2023, The Committee assessed
that the real interest rate continues to be positive on a 12-month forward-looking basis
and inflation is expected to remain on a downward path.

The country’s revised GDP growth recorded at -0.17% in FY23 with Agricultural and
Services sector increasing by 2.3% and 0.1%, respectively. while industrial sector
witnessed a drop of 3.8%. Historic high interest rates coupled with import restrictions
were the major culprits behind the fall in industrial output. GDP grew by 2.13% in the
first quarter of the financial year 2023-24 as compared to 0.96% in the same period last
year. Agriculture, Industry and Services sectors grew by 5.1%, 2.5% and (L.8%
respectively. On the fiscal side, FBR tax collection increased by 30.3% in 1HFY24 to
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

PKR 4.468 billion compared to PKR 3,428 hillion in the same period last year, outpacing
the target by PKR 43 billion.

Fund Performance

The money market sub-fund generated an annualized return of 20.60% during the period
under review. The sub-tfund’s exposure in cash stood at 99%.

The Net Assets of the Fund as at December 31, 2023 stood at Rs. 51.15 million. The Net
Asset Value (NAV) per unit as at December 31, 2023 was Rs. 101.0721.

Economy & Market — Future Outlook

Pakistan GDP is expected to rebound to 3.4% in FY 24 after a dismal performance last
year., The mdustrial and services sector are expected to show growth as import restriction
has been removed. which will help to normalize trade activities. Agriculture growth is
likely to remain on the higher side due to base effect as the heavy floods last year
affected agriculture output. The arrivals of crops have been encouraging with cotton
arrival increasing to 8.2 million bales in 1HFY 24 compared to 4.9 million bales in FY23.

Successful resumption of the IMF program is a key positive as it will allow us to tap
funding from bilateral and multilateral sources. We expect SBP reserves to increase to
USD 10.1 billion on the back of flows from friendly countries, IMF and multilateral
agencies. However, our external position still remains precarious as we are unlikely to
issue international Eurobond or Sukuk owing to the challenging global conditions. The
proceeds from FDI and RDA are also likely to remain muted owing to the current
economic challenges. Thus, we would have to ensure a sustainable current account this
year to stave off external concerns. We expect a CAD of USD 3.1 billion (0.9% of GDP)
in FY24 as policy of consolidation is likely to continue under the IMF umbrella.

The rupee has recovered from its recent low due to the administrative measures by the
government to curb dollar smuggling and hoarding, The remittances and export proceeds
have also recovered, which will help in stabilizing the currency. In addition, the flows
from bilateral and multilateral sources and reserve building will be vital for external
outlook. We expect USD/PKR to close the fiscal year around PKR 306 at an ending
REER of 95,

We expect average FY24 inflation to ease to 24.8% compared to 29.0% in FY23 as the
base effect will come into play. Inflation readings have peaked and inflation is expected
to follow a downward trajectory with headline number falling sharply to 19.0% by June
2024, This coupled with the buildup of forex reserves during the period will allow the
monetary easing cyvcle to start in the second half of the vear. We expect a cumulative
casing of around 4.0% till June 2024, however, its pace and timing would be determined
by trend in FX reserves.

Risks to recovery also continue to remain high as the cushion in Forex reserves continues
to remain low and remain dependent of continued need for rollovers on bilateral loans
and support from multilateral institutions. Country desperately needs political stability for
focus on steering economy through focus on long term policies. Post elections, winning
the support of IMF in the form of another program would be one of biggest challenge for
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incumbent government requiring tough measures to address long term vulnerabilities.
Conflict in Middle East, tensions on Palestinian and potential threat of a wider conflict
continue to remain high.

From the capital market perspective particularly equities, the market is trading at cheap
valuations. Market cap to GDP ratio has declined to 9.5%, a discount of 51% from its
historical average of 19.3%. Similarly, Earning Yield minus Risk Free Rate is close to
8.7%, compared to the historical average of 3.0% signifying a deep discount at which the
market is trading. The resolution of challenges on external account will help to unlock
market potential. We believe a micro view of sectors and stocks will remain important
and investment selection should focus on companies, which trade at a deep discount to
their intrinsic value. The market is currently trading at PER of 4.2x, while offering a
dividend yield of 10.6%.

For debt holders, we expect Money Market Funds to continue to seamlessly mirror policy
rates throughout the vear. Investors with a mid to long term view can benefit from Bond
and Income Funds where higher duration will create opportunities for capital gains in the
wake of Interest rate outlook. We would continue to monitor the data points and
capitalize on opportunities to add government bonds in Income Funds at attractive rates
to benefit from the expected monetary easing in the near term.

Mutual Fund Industry Review

The Net Assets of the open-end mutual funds industry increased by about 34.1% durnng
IHFY24 to PKR 2,097bn. Total money market funds grew by about 15.8% since June
2023. Within the money market sphere, conventional funds showed a growth of 16.6% to
PKR 551 billion while Islamic funds increased by 15.0% to PKR 493 billion. In addition,
the total fixed Income funds increased by about 80.7% since Jun 2023 to PKR 667 billion
while Equity and related funds increased by 33.0% to PKR 223 billion.

In terms of the segment share, Money Market funds were the leader with a share of
around 49.8%, followed by Income funds with 31.8% and Equity and Equity related
funds having a share of 10.6% as at the end of December 2023.

Mutual Fund Industry Outlook

Both Bonds and Equities are likely to do well in the next year on the back of cut in
interest rates. During the year, significant interest of investors 1s already visible n
Income Funds while equity fund are likely to see inflows post elections and new IMF
agreement. High interest rates during the period would encourage sustained flows in the
money market funds as they are ideal for investors with a short-term horizon and low risk
profile. Our operations remained seamless and given our competitive edge in digital
access and online customer experience, we are prepared to get benefits of the growing
number of investors available online.
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TRUSTEE REPORT TO THE UNIT HOLDERS

CENTRAL DEFOSITORY COMPANY
OF PARISTAN LIMITED

Hezad Office:

COC Holise, 000, Block ‘B
SNLCHS, Maln Shabws-2-Fasdesl
Karach| - 74400, Pakistan

Ted - {92-21) 117-111-500

Fiax (92-27) 38326021 - 23

LIRL: www cdopakistan com

Ermall: infe@cdepal com

1@

ALHAMRA KPK GOVERNMENT EMPLOYEES PENSION FUND

TRUSTEE REPORT TO THE PARTICIPANTS

Report of the Trustee pursuant to Regulation 67D in conjunciion with Regulation
41(h) of the Non-Banking Finance Companies and Notified Entitics Regulations,
2008

We, Central Depository Company of Pakistan Limited, being the Trustee of Alhamra
KPK Government Employees Pension Fund (the Fund) are of the opinion that MCBE
Investment Management Limited being the Pension Fund Manager has in all material
respoects maniged Tthe Fund during the perind from December 13, 2023 o December
31, 2023 in accordance with the provisions of the constitutive documents of the Fund,
the Voluntary Pension System Rules, 2005 and the Non-Banking Finance Companies
and Notified Entities Regulations, 2008,

Further, in our opinson, the management fee, fee payabie to Commission and other

expenses paid from the Fund during the perlod sre in accordance with the applicable
regulatory framework

\
pke D
B.mh}u «kh:{

Chief Expooutive Officer
Central Depository Company of Pakiston Limited

Karnchi, February 27, 2024
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INDEPENDENT AUDITOR’S REPORT TO THE UNIT HOLDERS
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INDEPENDENT AUDITORS' REPORT ON REVIEW OF CONDENSED INTERIM FINANCIAL STATEMENTS TO THE
PARTICIPANTS' OF MCB ALHAMRA KPK GOVERNMENT EMPLOYEES PENSION FUND

Introduction

We have reviewed the accampanying condensed interim statement of assets and labilities of MCB Alhamra KPK
Government Employess Pansion Fund (“the Fund™| as at December 11, 2013 and the related condensed interim
imcome statement, the condensed interim statement of comprehensive income, the condensed interim
statement of movemnent in participants’ sub funds and condensed interim cash flow statement together with
the notes forming part thereof (hene-in-after referred to as “interdm financial statements’) for the period from
Decornber 13, 1023 to December 31, 2023, The Management Company (MCE Investment Management Limited)
is responsible for the preparation and presentation of this condemed Intenim financial statements in accordance
with approved accounting standards as applicabie in Pakistan for interim financial reporting. Our responsibility
s to ewpress a conclusion an this Interim financial statements bated on our review

Scope of Review

We conducted our review in acoordance with intornational Standard on Review Engagements 1410, "Review of
interim Financial information Performed by the Independent Auditor of the Entity.” A review of condensed
imterim financial statements comists of making inquiries, primarily of perons responsible for fnancial and
accounting matters, and applying anslytical and other review procedures. A review 5 substantially less in scope
than an audit conducted in accordance with International Standards on Auditing and consequently does not
enable s to obtain asserance that we would become aware of all significant matters that might be (dentifled
in an audit, Accordingly, we do not express an audit opinion

Conclusion
Based on our review, nothing has come to our attention that causss us (o believe that Uhe accompanylng
condermed interim financial statements are mot prepared, in all material respects, in accordance with

accounting and reperting standards a4 applicable In Pakistan for interim financial reporting.

The ongagement partner on Lhe roview resulting in this independent auditonr’s report i Tariq Feroz Khan

KARACHI %1 {/“)‘I‘ W{"—' &

pateo: £ 2 FEB 2024 800 EBRAHIM & €O,
CHARTERED ACCOUNTANTS

UDIN: RRZ0Z3 10766dDvaj ThMu

BDO Ebrahim & Co. Chartered Accountants

BOL) Lhewmm ¥ Fanalan =y & e b v b raemiei ol BDG |Mie—dlee | rivied. & UKz Pl o

e - S | R R e e e e (e

716  ALHAMRA KPK GOVT. EMPLOYEES PENSION FUND




CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES
AS AT DECEMBER 31, 2023

December 31, 2023 {Un-audited)

Equity aii Moncy
Index Equity e market Total
Sub-Fund Sub-Fund || Sub-Fund|| Sub-Fund
Naote {Rupees)
ASSETS
Balances with banks 4 511400 311,100 511,200 5644 5HD 52,178,289
Markup receivahle 2659 2,657 2658 546,791 354,764
Oither receivahble 12 800 12,700 12,600 - 38,100
Total assets 526,459 526457 526458 51191380  52,771.153
LIABILITIES
Payable to the Pension Fund Manager 5 24,241 23,841 23,841 34,512 106,433
Payable w Trustee 6 44 3 44 4 285 4418
Annal fee payable to the Securities and -
Exchange Commission of Pakistan 7 10 10 10 1016 1,047
Total lizbilities 24 295 23,895 23 595 J9.K14 111 899
NET ASSETS 502,563 302562 502,563 51,151,566 52,659 254
L& 8§ ]|
REPRESENTED BY:
PARTICIFANTS' SUB FUNDS
(as per siatement attached) 502,563 502,562 502,563 51,151,566 52659254
Contingencies and commitments 10
{Number of uniis)
Number of units in issae 12 5,000 5, (W 5,004 5046, 050
(Rupecs)
MNet assels value per unit 100.5126 1005124 1005125 101.0721
The annexed notes from 1 to 21 form an integral part of this condensed interim financial information.
For MCB Investment Management Limited
(Pension Fund Manager)
: .--;:‘L’.f’%?,--"-
ﬁ::-f}‘ A / W W
Chief Executive Officer Director
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CONDENSED INTERIM INCOME STATEMENT (UNAUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2023

FOR THE PERIOD FROM DECEMEBER 13, 2023 TO DECEMBER 31, 2023

Equity Muoney
Equity Db -
Index = Markei Total
Sub-Fund || Sub-Fund || Sub-Fund Sub-Fund
Note (Rupees)

INCOME

Markup on bank accounts and other deposits 2,659 2657 2,658 546,791 554764
Total income 2 h59 2,657 2 658 546,791 554,764
EXPENSES

Remuneration of Pension Fund Manager 36 36 36 19,126 19234

Sindh sales tax on remuneralion -

of Pension Fumd Manager 5 5 3 1456 2,500

Remuneration of Trustee 42 42 42 3,794 3919

Sales tax on remuneration of Trustes 2 2 2 491 498

Annual fee - Securities and Exchanpe -

Commission ol Pakistan (SECT) 110 10 [ 1,016 1,047
Total expenses o5 95 95 16,914 27,199
MNet income before taxation 2563 2 562 2563 519877 527,565
Taxation 12 - - - - -
Net income for the period 2,563 2562 2563 519,877 527,565
Earnings per unit 13
The annexed notes from 1 1o 21 form an integral part of this condensed interim finaneial information.
For MCB Investment Management Limited
(Pension Fund Manager)

'c_,e_;}f}‘ A 4 ﬂ“:%aA W
Chief Executive Officer Director
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CONDENSED INTERIM STATEMENT OF OTHER COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2023

FOR THE FERIOD FROM DECEMBER 13, 2023 TO DECEMBER 31, 2023

T TR Muoney
Equity Index Equily Dl
Markel Total
Sub-Fund Sub-Fund Sub-Fund Sub-Fuond
{ Rupees)

Met income for Uhe

period 2.563 2,562 2,563 519877 527,565
(Hher comprehensive

imCirme = =
Todal comprehensive

income 2563 2562 2563 519877 527,565

The armexed notes from | o 21 form wn mtegrad part of tes condensed mtenm Dmmeral mlormation.

For MCB Investment Management Limited
(Pension Fund Manager)

- f';:?#.i_

P ﬂM.QbM Miﬂ_pf

Chief Executive Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN PARTICIPANTS’ SUB-FUNDS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

FOR THE PERIOD FROM DECEMBER 13, 2023 TO DECEMBER 31, 2023

N 5 Money
Equity Index Equity Debt arkid Totad
Sub-Fund Sub-Fond Sub-Fond Sub-Fond
(Rupees)

MNet assets at the beginning of period - - - - -
Amount received on issue of units 500,000 500,000 S0, 000 50,631,689 52131689
Amount paid on redemption of units . . . . .

500,000 500000 500,000 50,631,689 52,131,689
Met income for the period 2,563 2 562 2 563 519,877 527 565
Net assets at the end of period 502 563 502 562 502 563 51,151,566 52,659,254

The annexed notes from | to 21 form an integral pant of this condensed interim financial information.

For MCB Investment Management Limited
(Pension Fund Manager)

E -"":::'? ’f%—;ﬁ'{
P e ﬂu:baa W

Chief Executive Officer Director
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CONDENSED INTERIM CASH FLOW STATEMENT (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

FOR THE PERIOD ENDED DECEMBER 13, 2023 TO DECEMBER 31, 2023

Equity Index Eguity Db Moncy Market S
o
Sob-Fond Sub-Fund Sob-Fond Sub-Fund
Mot {Ruopees)
CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period 2563 1562 2 563 S19HTT 527,565
Adjustments for non cash and other fems: - - - -
{Increase) in asscts
Profit receiveble (2.659) (2.657) {2.658) (546,791 (554,764}
Advances, deposits and other receivahles {12,800) (127040 {12,600) = {35,100}
(15.459) (15,357) (15,258} [546,791) {592 8641
Increasc m liabalines
Payahle to the Pension Fund Manager 24 241 23841 13 841 34,512 106,435
Payabic to Trustes i 11 A4 4 285 4418
Annual fec - Secuntics and Exchanpe
Uommission of Pakistan (SECP) 1o 1t 10 1,06 1,047
24295 23 Y5 73,895 39 H14 111, %949
Mt cash Mlows from operating activitics 1A 11,100 11,200 12,5400 46 BN
CASH FLOWS FROM FINANCING ACTIVITIES
Hecempt from issuance of units 500,040 ST ANKY S4M) (KMD 50,631 689 52,131,689
Payments on redemption of units - - - - -
Net cash flows from finamcng activities S, 040 SN3 0 S, D0 50,631,689 52,131,689
MNet increase in cash and cash equivalents 510,400 511,100 511, 1K) 5,644 589 52,174,289
Cash and cash equivalents at begimming of the period » o ; = -
Cash and cash equivalenis at end of the period 0 ST1,400 511,100 511,200 500, fe4, 550 52178259
I'he annexed notes from | o 21 form an integral part of this condensed micrim financtal information.
For MCB Investment Management Limited
(Pension Fund Manager)
-
A
TR ﬂ“%’k
Chief Executive Officer Director
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

e
B

LEGAL STATUS AND NATURE OF BUSINESS

—
[
oy

MCB Alhamra KPK Govt. Employees™ Pension Fund 1s established under a Trust deed
executed between MCB Investment Management Limted as a Pension Fund Manager and
Central Depository Company of Pakistan Limited as Trustee. The Trust Deed is approved by
the Securities and Exchange Commission of Pakistan (SECP) on June 21, 2023 under the
Voluntary Pension System (VPS) Rules, 2005. Central Depository Company of Pakistan
Limited was appointed as a trustee for the fund by SECP on June 05, 2023. The Fund is
registered under the Sindh Trust Act, 2020, as amended vide Sindh Trusts (Amendment) Act,
2021 and was launched on Decemeber 13, 2023.

1.2 The Fund 15 an open-end pension fund consisting of four sub-funds namely; Equity Index Sub
Fund, Equity Sub Fund, Debt Sub Fund and Money Market Sub Fund. Units are offered on a
continuous basis to emplyces of KPK Govermnment appointed/ recruited under Khyber
Pakhtunkhwa Civil Servants (Amendment) Act 2022 or an employee of KPK Goverment
regularize as Civil Servant through any legal instrument issued after coming in to force of the
Khyber Pakhtunkhwa Civil Servants (Amendment) Act 2022. Under the KPK Rules, the
contribution by or on behalf of the employee for the first three years from the date of launch of
the fund shall be invested in Money Market Sub Fund only. Moreover, in the remaining three
sub funds (Equity Index Sub Fund, Equity Sub Fund and Debt Sub Fund) only seed capital be
injected by the Pension Fund Manager which would remain invested till three years from the
launch date of the Fund. Following the inital three years of appointment/ recruitment under
Khyber Pakhtunkhwa Civil Servants (Amendment) Act 2022, KPK employees are eligible to
change their allocation as per the life cycle alloation scheme. In cases where an employee fails
to specify their asset allocation preferences, the pension fund manager, taking into
consideration the employee's profile and age, will allocate the contribution to the default Asset
Allocation Scheme outlined in the offering document.

—
v
Ld

MCB Investment Management Limited has been licensed to act as a Pension Fund Manager
under the VPS Rules through a certificate of registration issued by the SECP. The registered
office of the Pension Fund Manager is located at 2nd Floor, Adamjee House, L1. Chundrigar
Road, Karachi, Pakistan.

1.4 Pakistan Credit Rating Agency (PACRA) Limited has assigned Management quality rating of
'AM1'" dated October 06, 2023 to the Management Company.

—_—
v
Ly

Title to the assets of the Fund is held in the name of Central Depository Company of Pakistan
Limited as Trustee of the Fund.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

2 BASIS OF PREPARATION
2.1 Statement of compliance

This condensed nterim financial information of the Fund has been prepared in accordance

with the accounting and reporting standards as applicable in Pakistan for mnterim [inancial

reporting. The accounting and reporting slandards as applicable in Pakistan lor interim

[inancial reporting comprise of:

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

- The requirements of the Constitutive Documents, Voluntary Pension System Rules, 2005
(VPS Rules), The Non-Banking Finance Companies and Notified Entities Regulations,
2008 (NBFC Regulations) and the directives 1ssued by the SECP.

Wherever the requirements of the Constitutive Documents, the VPS Rules, NBFC Regulations
or the directives issued by the SECP differ with the requirements of IFRS, the requirements of
the Trust Deed, the VPS Rules (2005) or the requirements of the said directives prevail.

]

1.1 These condensed interim linancial statements are unaudited. However, a limited scope review
has been performed by the statutory auditors.

2.1.2  This condensed interim financial statements are presented in Pakistam rupee ("Rupees” or
"Rs."), which 18 the functional and presentation currency of the Fund.

22 Standards, interprefations and amendments to published accounting and reporting
standards that are effective in the current period

There are certain amendments to the accounting and reporiing standards that are mandatory for
the Fund in the current period. However, these are considered either not to be relevant or do
not have any sigmificant impact on the Fund's operations and, therefore, have not been detailed
in these condensed interim (inancial statements.

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

There are certain new amendments to the published accounting and reporting standards that are
mandatory for the Fund's annual accounting period beginning on or after July 1, 2024,
However, these will not have any significant impact on the Fund's operations and, therefore,
have not been detailed in these condensed interim financial statements.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3. The principal accounting policies applied in the preparation of these [inancial stalements are set
out below.

3.2 Financial assets

3.2.1 Classification and subseguent measurement

3.2.1.1 Debt instruments

IFRS 9 has provided a critena for debt secunities whereby these debt secunties are either
classified as:

- amortised cost
- at farr value through other comprehensive meome (FVOCI)
- at fair value through profit or loss (FVPL) based on the business model of the entity

However, IFRS 9 also provides an option whereby securities managed as a portfolio or group
of assets and whose performance 18 measured on a [air value basis, to be recogmized at FVPL.
The Fund 1s primanly focused on fair value information and uses that information to assess the
assets' performance and to make decisions. Therefore the Pension Fund Manager considers 11s
investment in debt securities as being managed as a group of assets and will be classified as
FVPL.

3.2.1.2 Equity instruments

Equity mmstruments are mstruments that meet the delmition of equily from the 1ssuer's
perspective and are mstruments that do not contain a contractual obhigation 1o pay and that
evidence a residual interest in the 1ssuer's net assets.

All equity mvestments are reguired to be measured in the “Statement of Assets and Liabilities™
al fmr value, with gams and losses recognised in the “Income Statement”™, except where an
irrevocable election has been made at the time ol imitial recogmition o measure the investment
at FVOCL The Pension Fund Manager considers its mvestment in equily securities being
managed as a group of assets and will be classified as FVPL. Accordingly, the irrevocable
option has not been considered.

The dividend income for equity secunities classified under FVPL 1s recognised in the Income
Statement.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

3.2.2  Impairment

The FFund asscsses on a forward-looking basis the expected credit losses (ECL) associated with
its financial assets (other than debt instruments as per Circular 33 of 2012) carried at amortised
cost and FVOCL The Fund recognises a loss allowance for such losses at cach reporting date.
The measurement of ECL reflects :

- an unbiased and probability-weighted around that is determined by cvaluating a range of
possible outcomes;

- the time valuc of money; and

- reasonable and supportable information that is available without undue cost or cffort at the
reporting date about past cvents, current conditions and forccast of futurc cconomic
conditions.

The 12 months ECL is recorded for all financial assets in which there is no significant increase
in credit risk from the date of initial recognition, whereas a lifetime ECL is recorded for all
remaining financial assets

3.2.2.1 Impairment loss on debt securities

Provision for non-performing debt sccuritics is made on the basis of time-based criteria as
prescribed by the SECP and based on management's asscssment made in line with its
provisioning policy approved by the Board of Directors of the Management Company in
accordance with the guidelines issued by the SECP. Impairment losses recognised on debt
sccurities can be reversed through the Income Statement.

As allowed by the SECP, the Pension Fund Manager may make provision against debt
sccuritics over and above the minimum provision rcquircment prescribed by the SECP, in
accordance with the provisioning policy duly approved by the Board of Directors.

3.2.4 Regular way contracts

All regular way purchases and sales of financial asscts arc recognised on the trade date i.c. the
date on which the Fund commits to purchase or sell the assct. Regular way purchases / sales of
assets require delivery of securitics within two days from the transaction date as per the stock
exchange regulations.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

3.2.5 Inmitial recognition and measurement

Financial assets are recognised at the time the Fund becomes a party to the contractual
provisions of the instruments. These are initially recognised at fair value plus transaction costs
except for financial assets carried "at fair value through profit or loss'. Financial assets carried
"at fair value through profit or loss' are initially recognised at fair value and transaction costs are
recognised in the Income Statement.

3.2.6 Derccognition

Financial assets are derecognised when the rights to receive cash flows from the financial
assets have expired or have been transferred and the Fund has transterred substantially all risks
and rewards of ownership. Any gain or loss on derecognition of financial assets is taken to the
Income Statement.

3.2.7 Derivatives

Derivative instruments are initially recognised at fair value and subsequent to initial
measurement each derivative instrument is remeasured to its fair value and the resultant gain or
loss i1s recognised in the Income Statement.

33 Financial liabilities

All financial liabilities are recognized at the time when the Fund becomes a party to the
contractual provisions of the instrument. These are initially recognized at tair value and
subsequently stated at amortized cost using effective interest method. A financial liability is
derecognized when the obligation under the liability is discharged or cancelled or expired. Any
gain or loss on derecognition of financial liabilities is taken to the Income Statement. Financial
liabilities include payable to the Pension Fund Manager and other liabilities.

34 Offsctting of financial assets and financial liabilitics

Financial assets and financial liabilities are offset and the net amount is reported in the
'Statement of Assets and Liabilities' when there is a legally enforceable right to set off the
recognised amounts and there is an intention to settle on a net basis, or to realise the assets and
settle the liabilities simultaneously.

3.5 Provisions

Prowvisions are recognised when the Fund has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources embodying economic benefits
will be reguired to settle the obligation and a reliable estimate of the obligation can be made.
Provisions are regularly reviewed and adjusted to reflect the current best estimate.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

3.6 Net asset value per unit

The Net Assel Value (NAV) per unit as disclosed m the Statement of Assets and Liabihhes 1s
calculated by dividing the net assets of the Fund by the number of units in circulation at the
year end.

3.7 Issue and redemplion ol units

Units issued are recorded at the offer price, determined by the Pension Fund manager for the
applications received during business hours on that day. The offer price represents the Net
Assel Value (NAV) per unit as of the close ol the business day.

Units redeemed are recorded at the redemption price applicable to units for which the Pension
Fund Manager receive redemption applications during business hours of that day. The
redemption price 1s equal to NAV as of the close of the business day.

3.10 Revenue recognition

- Gams / (losses) ansing on sale of investments are included in Income Statement and are
recogmised when the transaction takes place.

- Unrealised gains / (losses) ansing on revaluation of secunities classified as Anancial assets
"at [air value through profit or loss' are included in the Income Statement in the year in
which they anse.

- Dividend income is recognised when the Fund's nght to receive the same is established, 1e.
on the date ol commencement of book closure of the investee company / institution
declarmg the dividend.

- Income on sukuk certificates, term deposil receipts and government securities 1s recognized
on an accrual basis excepl for the securihies which are classified as Non-Performing Assel
under Circular No. 33 of 2012 issued by the SECP for which the profits are recorded on
cash basis.

- Profil on saving accounts with banks is recognized on an accrual basis.
3.11  Expenses
All expenses chargeable to the Fund mmcluding remuneration of the Pension Fund Manager and

Trustee and annual fee of the SECP are recognised in the Income Statement on an accrual
basis.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

3.12  Taxation

The income of the Fund 1s exempl from mecome tax under Clause 57(3)(vin) of Part [ of the
Second Schedule to the Income Tax Ordinance, 2001, The Fund is also exempt from the
provisions of section 113 (minimum tax) under Clause 11 A of Part IV ol the Second Schedule
to the Income Tax Ordinance, 2001.

3.13  Earnings / (loss) per unit
Earmings / (loss) per unit (EPU) has not been disclosed as, in the opinion of the management,

the determination of cumulative weighted average number ol outstanding units for calculating
EPLJ 1s not practicable.
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FOR THE HALF YEAR ENDED DECEMBER 31, 2023
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

9 CONTRIBUTION TABLE

December 31, 2023 | Un-awdiied)

Eguify Eguity Dhelsi Moncy Market Tstal
Tmidex Huab- Fund Sal-Fund Sub- Funid Sulr-Fuml
{Rupces)
Opemng balamce - - -
Lo of units 500,000 00,000 500,000 SUE316S9 52,131,689
Rodemption of units
Closing batsmee L S0, 000 S0, 000 S0.631,680 52,131 689
T —
December 31, 2023 (Un-avdited)
i Muoney
Equity Index ~ TTAY s Market Total
Sub-Fund Sub-Fund Sul-Fand Sub-Fund
1o CASH AND CASH EQUIVALENTS (Rupees)
Bank balances 510,100 511,408 511,200 50644 589 52 178 289
S0, 100 5114008 511,200 50,644 589 52 178 280

1 CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments outstanding as at December 31, 2023.
12  TAXATION

The income of the fund is exempt from tax under clause 57(3)(viii) of Part I of the Second
Schedule to the Income Tax Ordinance, 2001. Further through Finance Act, 2011, effective from
July 01, 2011, pension funds are included in the list of entities on which the provisions of
section 113 regarding minimum tax shall not apply.

13 EARNINGS / (LOSS) PER UNIT

Earnings/(Loss) per unit based on cumulative weighted average units for the period has not been
disclosed as in the opinion of the Pension Fund Manager, the determination of the same is not
practicable,

14 TRANSACTIONS WITH CONNECTED PERSONS

Related parties / connected persons of the Fund include the Pension Fund Manager, other
collective investment schemes managed by the Pension Fund Manager, MCB Bank Limited
being the Holding Company of the Pension Fund Manager, the Trustee, directors, key
management personnel and other associated undertakings and connected persons. Connected
persons also include any person beneficially owing directly or indirectly 10% or more of the units
in the issue / net assets of the Fund.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2023

Transactions with connected persons essentially comprise sale and redemption of units, fee on
account of managing the alfairs of the Fund, other charges, sale and purchase of investments and
distribution payments to connected persons. The transactions with connecled persons are in the
normal course of business, at contracted rates and at terms determined in accordance with market

rales.

Remuneration payable to the Pension Fund Manager and the Trustee is determined in accordance
with the provision of the VPS Rules and constitutive documents of the Fund respectively.

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

14.1 Transactions during the period:
December 31, 2023 | Un-andited)

L i Mon
II;::: S e Mo
Sub-Fund ~ Sob-Fund ~ Sub-Fond — Sub-Fond
(Rupees)

MCEB Investment Manapement Limited -

Pension Fund Manager

Remuneration (inclhide ndirect taxes) 41 41 41 21612 21,735
Central Depository Company of Pakistan Limited - Trostee

Femuneration (include mdirect taxes) 414 H 44 4285 441K

14.2 Balances at the end of perind:
December 31, 2023 (Un-audited)
Equity i Money
iy ty Debi z
Index s Market  ‘Total
Sob-Fund ~ Sub-Fund ~ Sub-Fund  Sub-Fund

MCEB Investment Management Limited -
Pension Fund Manager
Remmmeration (include mdirect taxes) 24241 13 841 23 541 34512 106,435

Central Depository Company of Pakistan Limited - Trostee
Remuneration (include mdirect taxes) 44 44 44 4785 4 418

15 FINANCIAL RISK MANAGEMENT

The Fund's overall risk management programme focuses on the unpredictability of financial

markets and seeks to minimise potential adverse effects on the Fund's fimancial performance.
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The Fund's activities expose il to a vanety of financial nsks: market nisk (including currency risk,
profit rate and other price risk), credit nisk and liguadity risk. Risk of the Fund are being managed
by the Pension Fund Manager in accordance with the approved policies of the investment
committee which provide broad guidelines for management of above mention risks. The Board
of Directors of Pension Fund Manager has overall responsibility lor the establishment and
oversight ol the Fund's risk management ramework.

15.1 Market risk

Market nisk 15 the nisk that the fair value or the future cash flows of a fnancial instrument may
fluctuate as a result of changes in market prices.

The Pension Fund Manager manages the market nsk through diversification of the investment
portfolio and by lollowing the internal guidelines estabhished by the Investment Commuttee. The
Pension Fund Manager manages market nisk by monitoring exposure on marketable securities by

following the mternal nisk management policies and imvestment guwidelines approved by the
Board and regulations laid down by the SECP and the VPS Rules.

Market risk compnses of three types of nsks: profit rate nisk, currency nisk and price nsk.
15.2 Profit rate Risk

Profit rate risk 1s the nisk that the fair value or future cash Nows of a financial mstrument waill
fluctuate as a result of changes in market interest rates.

a) Sensitivity Analysis for variable rate instrument
The Fund's variable rate risk arises from the balances with banks. At December 31, 2023, if there
had been increase / decrease of 100 basis points in interest rates, with all other varniables held
constant, net assets of the Fund for the period then ended would have been higher / lower by Rs.
5.217.829.
b) Sensitivity Analysis for fixed rate instrument
The Fund does not hold any linancial mstruments that are exposed to fixed rate nsk.

15.3 Currency risk
Currency risk is the risk that the [air value or [uture cash [ows ol a financial instrument will

fluctuate as a result of changes in foreign exchange rales. The Fund does not have any financial
instrument 1n foreign currencies and hence 1s not exposed to such nisk.
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15.4 Price Risk

Price risk is the risk that the fair valuc or future cash flows of a financial instrument will fluctuate
because of changes in market prices whether those changes are caused by factors specific to the
individual financial instrument or its issuer, or factors affecting all similar financial instruments
traded in the market. The Fund docs not hold any instrument that is exposed to price risk.

155 Liquidity Risk

Liquidity risk is the risk that the Fund may not be able to gencrate sufficient cash resources to
scitle its obligation in full as they fall due or can only do so on terms that arc materially
disadvantagcous to the Fund.

Liquidity risk is the risk that the Fund may encounter difficulty in raising funds to meet its
obligations and commitmenis associated with financial instruments. Liquidity risk may result
from an inability to scll a financial assct at closc to its fair value. The Pension Savings Fund
Manager's approach to managing liquidity is to cnsure, as far as possible, that the Fund will
always have sufficient liquidity to meet its liabilitics when duc under both normal and stressed
conditions. The Fund's policy is, thercfore, to invest the majority of its asscts in investments that
are traded in an active market and can be readily disposed and arc considered readily realisable.

15.6 Credit risk

Credit risk is the risk that the counterparty to a financial instrument will cause a financial loss to
the Fund by failing to discharge its obligation as it falls due. Credit nisk arising on the debt
instruments is mitigated by investing in rated instruments or instruments issued by rated
counterpartics of credit ratings of at least investment grade by the recognised rating agencices. The
Fund receives a monthly rating update, against which investments are reviewed.

The table below analyses the Fund's maximum exposure to credit risk:

December 31, 2023 (Un-audited)

Equity . Money
iy Debt
Index Loy Market Total
Sub-Fund Sub-Fund Sub-Fund Sub-Fund
(Rupees)
Balance with banks 511,400 511,100 511,200 50,644 589 32 178.2ED
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Credit quality of financial assets

The Fund's significant credit risk arises mainly on account of its placements in banks and profit
accrued thercon. The credit rating profile of balances with banks is as follows:

% of bank balance
exposed to credit

risk
2023
Bank balance by rating category
AAAL+ 97%
A+/Al 3%
100%

The asset of the Fund are held with credit worthy counterpartics, therefore any significant credit
risk is mitigated.

Concentration of credit risk

Concentration of credit risk exists when changes in cconomic and industry factors similarly affect
groups of counter partics whose aggregate credit exposure is significant in relation to the Fund's
total credit exposure. As transactions are entered with credit worthy parties and are within the
regulatory limits, therefore any significant concentration of credit risk is mitigated.

FAIR VALUE OF FINANCIAL INSTRUMENTS

IFRS 13 - 'Fair Value Measurement' establishes a single source of guidance under IFRS for all
fair value measurements and disclosures about fair value measurement where such measurements
are required as permitted by other IFRSs. It defines fair value as the price that would be received
to sell an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date (1.e. an exit price).

Financial assets which are tradable in an open market are revalued at the market prices prevailing
on the close of trading i.e., period end. The estimated fair value of all other financial assets and
financial liabilities is considered not significantly different from book value as these are short
term in nature.
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The following table shows financial instruments recognized at fair value based on:
Level 1: quoted prices n active markets for 1dentical assets or liabilities;

Level 2: those mvolving inputs other than quoted prices mcluded in Level | that
are observable for the asset or hability, either directly (as prices) or
indirectly (derived from prices); and

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

Transfer between levels of the fair value hierarchy are recognised at the end of the reporting
period during which the changes have occurred. However, there were no transfers between levels
of fair value hierarchy during the period.

The carrying amounts of all financial assets and habilities reflected in the financial statements
approximate their fair values at the reporting date.

17 PARTICIPANTS' FUND RISK MANAGEMENT

The Fund's capital i1s represented by redeemable units of the sub-funds. They are entitled to
payment of a proportionate share based on the sub-fund's net asset value per umit on the
redemption date. The relevant movements are shown on the statement of movement in
Participants' sub-funds. In accordance with the sk management policies, the Fund endeavours to
mvest the subscriptions received in appropriate mvestments while maintaiming sufficient hquidity
to meet redemption. Since the Participants invest in the Funds with a long-term objective,
possibility of a significant redemption pressure is limited..

18 EXPENSE RATIO

Equity Sub Fund

The annualized total Expense Ratio (TER) of the Fund for the period ended December 31, 2023
1s 0.35% which includes 0.05% representing government levies on the Fund such as sales taxes,
federal excise duties, annual fee to the SECP, ete.
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19.1

Equity Index Sub Fund

The annualized total Expense Ratio (TER) of the Fund for the period ended December 31, 2023
15 0.35% which includes 0.05% representing government levies on the Fund such as sales taxes,
federal excise duties, annual fee to the SECP, etc.

Debt Sub Fund

The annualized total Expense Ratio (TER) of the Fund for the period ended December 31, 2023
15 0.35% which includes 0.05% representing government levies on the Fund such as sales taxes,
federal excise duties, annual fee to the SECP, etc.

Money Market Sub Fund

The annualized total Expense Ratio (TER) of the Fund for the period ended December 31, 2023
is 1.06% which includes 0.15% representing government levies on the Fund such as sales taxes.
federal excise duties, annual fee to the SECP, etc.

PERFORMANCE TABLE

Performance Information December 31, 2023 (Un-andited)
Money
Equit Debt
Equity Index g Market
Sub-Fund Sub-Fund Sub-Fund Sub-Fund
{Rupees) -
Net Assets 502,563 502,562 502,563 51,151,560
Met Assets Value Per Unit 1005126 1005124 100.5125 101.0721
Met Income after Taxation 2.563 2,562 2,563 519 877
Realized Gain/Loss -
Un-Realmed Gamdloss -
Dividend Income - - - -
Met Contribution 500,000 500,000 S00,000 50,631,689
December 31, 2023 (Un-aondited)
Money
Equi Debt
Equity Index “quity Market
Sub-Fund Sub-Fund Sub-Fund Sub-Fund
{Rupees) - -
Highest Issue Price IH.5126 1 5124 100.5125 1001101
Lowest Issue Price 100.0549 1000549 1000549 101.0721
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200 GENERAL

2001 The fund 1s registered and commenced ils operations in current penod. therefore no

corresponding figure 1s (o be reported.

21  DATE OF AUTHORISATION FOR ISSUE

These financial stalements were authonized for issue by the Board of Directors of the

Management Company on February 02, 2024,

For MCB Investment Management Limited
(Pension Fund Manager)

o P ;
1 Maazps 'nuwﬁJEz,—

Chief Executive Officer Director
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