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Vision
“To be the most coveted Savings and Investment company,

while leading the effort to make the saving
population and industry grow”

Mission
“To be the preferred Savings and Investment Manager in Pakistan

by being best in class in customer services
and maximizing stakcholders’ value”

Core Values

HONESTY
We ensure to build trust through responsible actions and honest
relationships with our colleagues, customers and stakeholders

INTEGRITY
We work with integrity in everything we do, and embody our principles
when working with stakeholders as well as internal and external customers.
We assure to promote the integrity for the ultimate benefit for everyone

ETHICS
As a trusted custodian of customer funds, we are committed to
conforming to the highest level of ethical standards in the workplace
that involves putting customer interest first and maintaining
our stakeholders trust in the Company

PROFESSIONALISM
We value everyone and treat our external and internal
customers and our stakeholders with respect, dignity and professionalism
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REPORT OF THE DIRECTORS OF THE PENSION FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2025

Dear Investor,

On behalf of the Board of Directors. 1 am pleased to present MCB Alhamra KPK Government
Emplovees Pension Fund- Money Market Sub Fund accounts review for the yvear
ended June 30, 2025,

Economy Review

The fiscal year commenced on a strong footing as the government secured a staff-level agreement
{SLA) with the IMF for a 37-month Extended Fund Facility (EFF) of USD 7.0 billion. Over the
course of the period, Pakistan demonstrated fiscal and external discipline, successfully meeting
key IMF program targets and benchmarks. Consequently, in March 2025, the IMF team reached
an SLA with Pakistani authorities for the first review of the EFF, along with a new 2¥-month
Resilience and Sustainability Facility (RSF), unlocking an additional USD 1.3 billion in funding.

The country posted a current account Surplus of USD 1.8 billion in the first eleven months of the
fiscal year 2025 (11MFY25) compared to a deficit of USD 1.6 billion in the corresponding period
last year. The major contnbutor towards nmproving current account was the remittances inflows
which skvrocketed by 28.8% 1o USD 34.9 billion. Trade Deficit increased by 22.1% YoY as
exports rose by 4.0% while imports increased by 11.5% from a low base. The county’s external
pasition improved with SBP's foreign exchange reserves increasing 1o USD 14.5 bilhon as ol
Jun-25 end compared o USD 9.4 billion at the end of last fiscal year. This was on account of
current account surplus, timely bilateral rollovers and Tows from IMF and multilateral sources.
The local currency witnessed a modest deprecation as the USD/PKR depreciated by 1.9% 1o
2838 during the fiscal vear.

Headline inflation represented by CPI averaged 4.6% during FY25 compared to 23.9% in the
corresponding period last year, This sharp decline was driven by the currency's stability over the
past one year, which led to stable food and energy prices. Additionally, the large decline in wheat
prices and base effect further contributed to the lower inflation figures.

Pakistan®s Provisional GDP growth clocked at 2.7% in FY25 with Agricultural, Industrial and
Services sectors increasing by 0.60%., 4.8% and 2.9% respectively. The Agriculture posted subpar
growth due to high base effect and Mood damaging cotton crop. Industrial and services sector
growth recovered due 1o improvement in macroeconomic indicators. On the fiscal side, FBR tax
collections rose by 25.9% in FY 25, reaching PKR 11,722 billion—agaimnst the downward revised
target of PKR 11.900 billion. reflecting a shortfall of PKR 178 billion. The shortfall is largely
attributed to reduced tax collection from imports due (o a slowdown in trade, sluggish growth and
low nflation.

Fund Performance

The money market sub-fund generated a return of 14.33% during the period under review. The
sub-fund’s exposure in cash stood at 99,1%.,
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REPORT OF THE DIRECTORS OF THE PENSION FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2025

The Net Assets of the Fund as at June 30, 2025 stood at Rs, 564,85 million, The Nel Asset Value
{MNAV) per unit as at June 30, 2025 was Rs. 126.8270.

Economy & Market — Future Outlook

Going forward we expect GDP growth to clock at 4.1% in FY26. Agriculture Growth is likely to
clock at 3.9% as it would recover due to base effect. The lagged impact of interest rate decline
would benefit industrial and services sector going forward which are expected to expand by 4.4%
and 4.0% respectively.

The continuation 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 17.4 billion by
yvear end on the back of timely bilateral rollover, and inflows from IMF and multilateral agencies.
Our external position has improved which could allow Pakistan to consider re-entering the
international capital markets to explore options such as Eurobonds, Sukuk, and Panda bonds.

Palkistan 15 on track to record the first annual surplus since FY 11 on the back of rebound mn
exports and remittances along with controlled imports, We expect the trend to continue in the
medivm term, We could witness a measured depreciation in the currency as imports picks up
following monetary casig. We expect USD/PER 1o close Jun=26 around 30,

Headline Inflation will stay in low single digits due to decline in food prices and stable currency.
The inflation would temporarily rise by the end of FY26 due to base effect. The average inflation
in FY26 is expected to be 5.6%. Core inflation has been steadily declining due to stable currency
and overall demand dynamics. We expect core inflation to gradually trickle down reaching low
single digit by the end of next fiscal vear.

On the fiscal side we expect the fiscal deficit to clock in at 4.0% in FY 26, which would be the
lowest level since FYZ2006. This marks the fourth consecutive year of budget deficit reduction
since it peaked at 7.9% in FY 2022, The reduction in finance cost would be a major reason for this
reduction. Strict IMF target regarding primary surplus would also play its part in maintaining

hscal discipline,

The SBIP has decreased interest rates by a cumulative 1,100bps since June-24 as interest rates
have declined to 11.0% from a high of 22.0%. Enhanced external stability. coupled with easing
inflationary pressures, created room for this monetary easing. Going forward, while inflationary
pressures are likely to remain muted, further rate cuts shall be contingent on strength in foreign
exchange reserves.

For debt holders, we expect Money Market Funds to continue to seamlessly mirror policy rates
throughout the year.

Mutual Fund Industry Review

The Met Assets of the open-end mutual funds industry increased by about 43.1% during FY 235 10
PKR 3.684 billion. Total money market funds grew by about 44 4% since June 2024, Within the
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REPORT OF THE DIRECTORS OF THE PENSION FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2025

money market sphere, conventional funds showed a growth of 35.3% 10 PEKR 977 billion while
Islamic Ffunds increased by 34.3% to PER 912 hillion. In addition, the total fixed Income and
Fixed Rate Tunds increased by about 29.2% since June 2024 (o PEKR 1,242 billion while Equity
and related funds increased by 92.3% to PKR 491 billion,

In terms of the segment share, Money Market tunds were the leader with a share of around
51.3%, followed by Income and fixed return funds with 33.7% and Equity and Equity related
funds having a share of 13.3% as at the end of June 2025.

Mutual Fund Industry Outlook

Money market funds should benefit from higher liquidity as they are ideal for investors with a
short-term horizon and low risk profile. As cconomic recovery gains further traction and becomes
broader based. the interest in capital markets particularly equities will continue to remain strong.
Our operations remained seamless and given our competitive edee in digital access and online
customer experience, we are prepared to get benefits of the growing number of investors
available online.

HOLDING COMPANY

On April 18, 2023, MCB Bank Limited (MCB), being the parent company of MCOB-Arit Habib
Savings and lnvestments Limited, has acquired 21,664,167 (30.09%) shares of MCB-=Arif Hahib
Savings & Investment Limited (MCB-AH) from Arif Habib Corporation Limited (AHCL). By
virtue of this transaction MCB Bank Limited’s sharcholding in MCB-AH has increased from
36.956. 768 (51.33%) shares to 55.620.935 (81.42%) and AHCL no longer holds any shares in
MCB-AH.

EXTERNAL AUDITORS

The Fund's external auditor’s M/s. BDO Ebrahim & Co. Chartered Accountant have retired after completion

of audit for Financial Year ended June 30, 2025, The Audit Committee has recommended re-
appointment of M/s. BDO Ebrahim & Co. Chartered Accountant as external auditors of the Fund for financial
year ending June 30, 2026 and the Board has also endorsed the recommendation of the Audit
Commitiee. M/s. BDO Ebrahim & Co. Chartered Accountant has also expressed their willingness Lo act as the
Fund’s external audilors.,

ACKNOWLEDGEMENT

The Board is thankful to the Fund’s valued investors. the Securities and Exchange Commission of
Pakistan and the Trustees of the Fund for their continued cooperation and support. The Directors
also appreciate the efforts put in by the management team.

On bechalf of Dircctors,

e P A
s

S

Khawaja Khalil Shah
Chicf Excecutive Officer
August 04, 2025
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REPORT OF THE PENSION FUND MANAGER
FOR THE YEAR ENDED JUNE 30, 2025

Fund Type and Category

MUCB Alhamra KPK Govl Employees” Pension Fund (MCB-ALH-KPKPF) is an open-end Voluntary Pension
Scheme.

Investment Objective

The Investment Objective of the Money Market Sub-Fund is to carn retums from invesiments i Money Markets of
Pakistan, thus meurring a relatively lower nisk than debt sub fund.

Manager’s Review

The fund posted an annualized retum of 13.95% durmg the period under review. Cash exposure was 99.1% and
exposure m GoP ljara Sukuk was 0.0% al year end.

The Net Asseis of the Fund as at June 30, 2025 stood ai Rs. 56485 million as compared to Rs. 12862 million as at
June 30, 2024 regisiering an increase of 339.2%. The Nel Asset Value (NAV) per unil as at June 30, 2025 was Rs.
126.8270 as comparced o opeming NAV of R 111.2972 per umit as at June 30, 2024 registering an increase of Rs.

15.53 per uniL.

Asset Allocation (MM Sub-fund) as of June 30, 2025 (% of Total Assets)

PPF-Money Market (%:age of Total Asseis) Jun-25
Cash 99:1%
GoP ljara Sukuk 0.0%
Others including receivables 0.9%;

Asset Quality (MM Sub-fund) as of June 30, 2025 (% of Total Asscts)

Not-Rated
0.9% |

99.1%

Syed Abid Ali
Fund Manager
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TRUSTEE REPORT TO THE PARTICIPANTS
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TRUSTEE REPORT TO THE PARTICIPANTS

MUCB ALHAMEBA KPK GOVT. EMPLOYEES® PENSION FUND

Report of the Trustee pursuant to Regulation 67D in conjunction with Regulation
41(h} of the Non-Banking Finance Companies and Notified Entities Regulations,
b

We, Ceniral Deposttory Company of Pakistan Limited, being the Trustee of MCB
Albamrn KPK Government Employess” Pension Fund (the Fund) are of the opinion
thal MCB Invesimiont Manapemeni Limited bemg the Pension Fomd Manager has in all
miaferial respects monnged the Fund durng the yvear éndeed June 30, 2025 in accordance
with the provisions of the constituiive documents of the Fund, the Voluntsry Pension
Systern Ruoles, 2008 and the Non-Banking Finunce Companivs and Notified Entities
Regulations, 2008,

Further, m our opmion, the munuganent (oo, [oe payable w Commission and other
expenses paid from the Fund during the peniod are in-accordanee with the applicable
regulatory framework.

k)

\Mﬂh r.f'f
Badiuddin Akber'

Chiel Executive CHTicer
Central Deposttory Company of Pakistan Limited

Karachi: Septembier 12, 2028
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REPORT OF THE SHARIAH ADVISORY BOARD

Karachi: August 29, 2025

REPORT OF THE SHARIAH ADVISORY BOARD

Albamduliflal, We the Shariah Advisory Board of MCB Alhamra KPK Government Employees Pension Fund (the
Fund), are issning this report in accordance with the offering document of the Fund. The scope of the report is to expross
an opinion on the Sharah compliance of the Fund's activities

It is the responsibility of M/s MCR Investment Management Limited (MCBIM), the management company of the fund, to
establish and maintain a system of internal controls to ensure complianoe with Shariah guidelines. Our responsibillty s to

pxpress an opinion, based on our review of the representation made by the management, to the extent where such

compliance can be objectively verified,

For Monoy Market Sub Funds, we have prescribed a criteria and procedures to be followed in epsuring Shariah

compliance in every investmsent

As part of our mandate as Shariah Advisor, we have reviewed the following, during the period;

¢ The modes of investment of the Fund's property and Its compliance with the Shariah guidelines.
¢« Shariah compllance of new investment avenues proposed by MCBIM

In the light of the above scope, we hereby certify that all the provisions of the scheme and investments made by the Fund
(including all four sub funds) for the year ended 30th june 2025 are in compliance with the Shariah principles

May Allah bless us with Tawferq to accomplish these cherished tasks, make us successful in this world and in the

Hereafter, and lorgive our mistakes:

S L

e Al
o — LA r,j i
— e
Dr Muhammad Zubair Usmani Dr Ejaz Abmed Samadani
(Shariah Adwisor) (Shariah Advisor)

For and on behalf of Shariah Advisory Board
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SHARIAH COMPLIANCE AUDITOR’S REPORT TO THE PARTICIPANTS

) F—- UHY Hassan Masem & Cea.
',} UH I Chartered Accountants
- C=npact t3 pronadil ity 402 Progressive Centar,

Sharah-e-Faisal
Karachi, Pakistan

T +92 21 34322551
E Iinfo@uhy-hnoocom

whnge . Livp-fiRdD . Com
Independent Assurance Report on Compllance with the Sharlah Governance Regulations, 2023

To the unit holders of MCB Alhamra KPK Gowt. Employees’ Pension Fund (the Fund)

1. Introduction

We have undertaken a reasonable assurance engagement that the Securities and Exchangs
Commission of Pakistan (SECP) has required in terms of its Shariah Governance Regulations, 2023 (the
Regulations) - External Shariah Audit of MCB Alhamra KPK Govt, Employees’ Pension Fund (the Fund)
for assessing compliance of the Fund's Anancial arrangements, contracts, and transactions having
Shariah implications with Shariah principles for the year ended June 30, 2025 This engagement was
conducted by a muftidisciplinary team including assurance pracritioners and independant Shariah
seholar(s),

2. Appiicable Criteria

The eritaria for the assurance engagement, against which the underlying subject matter (financial
arrangements, contracts, and transactions having Shariah implications for the year ended June 30,
2025) Is assessed, comprise the Shariah principles and rules as defined in the Regufations and
raproduced a3 under,

i Legal and regulstory framework administered by the Commission;

i Sharigh standards issuad by the Accounting and Auditing Organization for islamic Financial
Institutions {AADIFI), a5 notified by Commission;

i, Islamic Financial Acocounting Standards, developed by the [nsttute of Charterad Accountants
of Pakistan, as notified by the Commission;

i Guidance and recommendations of the Shariah advisory committee, as notified by
Commission; and

v.  Approvals, rulings or pronouncements of the Sharizh supervisory baard or the Shariah advisor
of the islamic financial insttution, in line with (i) to [iv) above

The above criteria were avaluated for their implications on the financial statements of the Fund for
the year ended June 30, 2025, which are annexed

3. Management's Responsibility for Shariah Compliance

Management is responsible to ensure that the financial arrangaments, contracks, and transactions
having Sharlah implications, entered into by the Fund with its customers, ather financial institutions,
and stakeholders, and refated policies and procedures, are, in substance and in their legal form, in
compliznce with the reguirements of Shariah rules and principles. The management is also responsibla
for the design, implementation, and maintenance of appropnate internal control procedures with
respect to such compliance and maintenance of relevant accounting records

Audit | Tan | Censulting

. ForUM OF Firms
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SHARIAH COMPLIANCE AUDITOR’S REPORT TO THE PARTICIPANTS

" 7UHY

Coamract 1 Bl sdsity

4, Our Independence and Quality Control

Wa have complied with the independence and other ethical requirements of the Code of Ethics for
Charterad Accountants issued by the Institute of Chartered Accountants of Pakistan, which is founded
on fundamental principles of Integrity, objectivity, professional competence and dug care,
confidentiality, and professional behavior

The firm applies International Standard on Quality Contral 1 "Quality Control for Firms That Perform
Audits and Reviews of Histarical Finagncial Information, And Other Assurance and Rslated Services
Engagements” and accordingly maintaing a comprehensive system of guality control, including
documented policies and procedures regarding compliance with ethical requirements, professanal
standards; and applicable legal and regulatory requirements.

5. Our Responsibility and Summary of the Work Performed

Dur responsibility in connection with this engagement is to express an oplnion on the campliance of
the Fund's financial arrangements, contracts, and transactions having Sharizh implications with
Shariah principles. in all material respects, for the year ended June 30, 2025, basad on the evidence
we have obtained. We conducted our reasonable assurance engagement in accordance with
International Standard on Assurance Engagements 3000, ‘Assurance Engagements other than audils
ar reviews of historical financial staterments’, issued by the Intermational Auditing and Assurance
Standards Board

That standard requires that we plan and perform this engagement to abtain reasonable assurance
about whether the compliance of the Fund's Anancial arrangements, contracts, and transactions
having Shariah implications with Shariah principles is free from material misstatemant

The procedures selected by us for the engagement depended on our judgment, including the
assessment of the risks of material non-compliance with the Shariah principles. in making those risk
assessments, we considared and tested the internal contral relevant to the Fund's compliance with
the Shariah principles in order to design procedures that are appropriate in the circumstances, but not
far the purpose of expressing an apinion on the affectivenass of the Fund's internal control. \We have
designed and performed necessary verification procedures on varlous financial arrangaments,
contracts, and trangactions having Shariah implications and refated policies and procedures based on
judgmental and systematic samples with regard 1o the compliance of Shariah principles (criteria
specified in para 2 above)

We believe that the evidence we have obtaingd through performing our procedures ws sufficient and
appropriate to provide a basis for our opinion

Bty | Tan | Comaubting
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SHARIAH COMPLIANCE AUDITOR’S REPORT TO THE PARTICIPANTS

. 7UHY

7. Conclusion

Based on our reasonable assurance engagement, we report that In our opinlon, Fund's fnancial
arrangements, contracts, and transactions for the year ended June 30, 2025 are in complianca with
the Shariab principles [criteria specified in para 2 abowve), in all material respects

._.,L_,..1 Homs.- ﬁ-,kl.ﬂr* / ([;'

UHY Hassan Maeem & Co

Chartered Accountants
Engagement Partner: Arsian Ahmed
Cated: September 11, 2025

Kudit | Tan | Comuiting
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AUDITOR’S REPORT TO THE PARTICIPANTS

Tl =92 29 1568 1010 Jiwd Floos, Dok
O Fax: =52 71 1968 4219 Lssson Sguare, Burllimg Moo
woww, b0, oo, pl Shrwear Fhalieed Road
P ——— Kavachi- 74200
Pakistan

INDEPENDENT AUQITORS' REPORT OM THE AUDIT OF THE FINAMCIAL STATEMENTS TO THE
PARTICIPANTS OF MCH AL HAMARA KPK GOVT. EMPLOYEES PENSION FLUND

Opinion

We have audited the financial statements of MCB Alhamra KPK Govt. Employees Pension Fund (“the
Fund™), which comprise the statement of assets and labilities as st June 30, 2025, and the income
statement, the statement of comprehensive Income, the watement of movement o umit hotders® fund
and the statement of cash flows for the year ended, and notes Lo the financlal statemants, Including
material accounting policy information.

I our ognion, the accompanying financial statements-present gve 2 true and fair view of, the financial
podition of the Fund as at Jure 30, 2025, and its Tinanclal performance arid s cath MNows Tor the year
ended in accordance with accounting and reporting standards as-applicable in Pakistan.

Basis for opinion

We conducted our sudit in sccordance with International Standards on Auditng (1543) a5 applicable &
Pakistan. Our respormibilities under those standards are further described in the Auditor's Responsibilities
for the Audit of the Financial Statements section of qur repirt. 'We are independent of the Fund in
accardance with the Internotional Ethics Standards Board for Accountants’ Code af Ethics for Prolessional
Accountants as adopied by the Insiiiute of Chartered Accountants of Pakistan (the Coge), and we have
fulfilled our other ethical responsibilities in sccordance with the Code. We belleve that the audit evidence
we have obtained 15 sufficient and appropriate (o provige 3 bass for our opinian,

Information Other than the Financial Statements and Auditor's Report Thereon

Management is responsthie for the other Information. The other information comprises the information
|.'1|:I.-,u,.1g-r,| i the Annual Report bt does not ncluede the Nnancial statements and our auditor’'s report
thereon. Qur opinion on the financial statements does nol cover the other Information snd we do not
express amy form of assurance conclusion thereon. In connection with owr audit of the financial
statementy, our responsibillty 18 te read the other mformation and, i dofng 0, consider whether the
other Information s materially inconsistent with the financal statements or our knowledge obtained in
the sudit, of otherwre appears Lo be materislly misstated, If, bated on the work we have performed, we
conclude that there 15 a materal misstatement of thiv other information, we are reguired to report that
fact. We have nothing to report in this regard

Responsibilities of the Management and fts Board of Directors for the Financial Statements

'ﬁur‘..‘}gvrnr}m S responsEe for the preparation 'H'II'_1 l'.3Ir pregentaton of '.hl'_: rll'la-"‘lfl..]. slatsmenis n
accordance with the accounting and reporting stendards as applicable In Paklstan and for such internal
control as management detrmines necessary o enable the proparation of financial statements that are
roe 'l'n',|l"\ -’1'..-'!1F"Ir]| misstatamspnt, whethor o 1o fritld ar efrod

n preparing the fmancial statements, Mamagement B responsible for assewne the Fund's ability to
continue 83 & going concern, discoiing, as applicable, matters related to going concern and usimg the
going concern badis of accounting unless management @ither intends to (iguidate the Fund or to cease
operationa, of Ras no reaistic sltemative bt to do 10

The ﬂﬂﬁhl of Directors of the '-'.i!il:'lln‘,vl_r".1v|"r1l, C QITpany B resposibie for over seeing the Fumc's financial
reporting process.

Page - 1
B0 Ebrahim & Co. Chartered Accountants
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AUDITOR’S REPORT TO THE PARTICIPANTS

IBDO

Auditor's responsibilities for the audit of the financial statements

Our chjectives are 1o obtain ressonable assurance about whether the financ lal statemernits a3 a whole are frec
from material misstaternent, whether due to fraud or error, and to bsue &n auditor's report that Includes our
apipion, Reasonable assurance i o high level of assurance, but i1s not a guarantee fhat an audit conducted in
accordance with 1545 as applicable in Pakistan will always detect a material misstatement whan i exis.
Misstalements can Artus from (raud or error and ane considered material If, individually or in the aggregate,
they could reasonably be expected to influence the etonomic decisions of users taken on the basis of these

fimancial atemenls

as part of an audit in accordance with |54 as applicable i Pakiskan, wo exercie professional judgment and
maintain professionat skeptictsm throughout the sudit. We aiso:

s Identify and asess the risks of material misstatement of the financial statements, whether due to fraud of
error, design and porform audit procedures responsive to those rhk, ard obitain audit evidence that is
sufficient and appropriate to piovide a basis for our opinion. The risk of not detectirg a material
misstatement resilting froam frawd {5 higher than for one resulting from effor, a5 fraud may involve collusion,
forgery, Intantional omissions, misrepresentations, or the override of internal controd

« Obtain an underdanding of intermal control relevant (o the audit in order to dewign il procedures thal
are appropiate i the circumstances, but not for the purpose of enpressing an opinion on the effectiveness
of the Management Company"s internat control.

s Evaluste 1he nppropriatensss of accounting policies used and the reassnatdentdss of accounting etimates
and related disclosures made by the Management Compary.

s Conclude on the appropriateness of the Management Company”s use of the going concern basis of acooumting
and, based an the audit evidence obtained, whethor a material uncertainty exnts telaled to évenls or
conditions that may cast sgnificant doubl on the Fung's ability to conlinue a5 a going concem. 11w
conclude that a material uncertainty exists, we are required Lo draw attention in our aliditor’s repart Lo
the reluted disclosures In the financial statements or, if such disclosures are inadequate, 1o mod 1y aur
opinion. Our conclisions are based on the swdit evidence obtained up 1o the date of our auditor's report.
Hewever, luture svents or conditions may cause the Fund 1o cease bo continue as 3 Boing Concer.

»  Evalisle the overall presentstion, structire and conlent of the financial statements, including the
ditciowres, and whether the financial statements represent the underlying transactions and evenls in a
manner that achieves fair presentation,

Wa communicaie with Lthe Board of Direclors of the Management Company regarding, among other matters, Lhe
planned scepe and timing of the audtt and significant audit findings. including any sgnificant deficiencies In

intesmal control that we identily during our audit

We also provide the Board of Directons of the Management Company with & statement thal we have complied
with relevant ethical requirements regarding independence, amd to communicals with them all relationships
and other matters that may reasonably be thought Lo bear on our independence, nndl whiere applicable, related

wfeguards.

BDO Ebrahim & Co. Chartered Accountants
iy i biber St i i il ] a— e
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AUDITOR’S REPORT TO THE PARTICIPANTS

BDO

Report on Other Legal and Regulatory Requirements

Based on our audit, in our opinion the financial statemeénts have been prepared in all material respects in
accordance with the relevant provisions of the Non-Banking Finance Companies (Establishment and
Regulation) Rules, 2003 and Non-Banking Finance Companles and Notifled Entities Regulations, 2008

The engagement partner on the audit resulting th this independent auditor ‘s report is Tarig Feroz Khan,
; =,
Fia ‘__ bw s -lr._._..-__-.!' &
‘BDO EBRAMIM & CO.
CHARTERED ACCOUNTANTS

KARACHI

DATED: () 4 SEP 2005

UDIN:ARZ025101661 7] BOuQG

Page - 3
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STATEMENT OF ASSETS AND LIABILITIES
AS AT JUNE 30, 2025
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INCOME STATEMENT
FOR THE YEAR ENDED JUNE 30, 2025
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STATEMENT OF OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2025
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STATEMENT OF MOVEMENT IN PARTICIPANTS FUNDS
FOR THE YEAR ENDED JUNE 30, 2025
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CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2025
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2025

—
.

LEGAL STATUS AND NATURE OF BUSINESS

MCE Alhamra KPK Govt. Employees’ Pension Fund is established under a Trust deed
executed between MCB Investment Management Limited 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 December 13, 2023,

The Fund 1s an unhisted 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 employees of KPK Government appointed/ recruated under
Khyber Pakhtunkhwa Civil Servants (Amendment) Act 2022 or an employee of KPK
Government regularize as Civil Servant through any legal mstrument 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 mvested m Money Market Sub Fund only. Moreover, m the
remaining three sub funds (Equity Index Sub Fund, Equity Sub Fund and Debt Sub Fund) only
seed capital be mjected by the Pension Fund Manager which would remam mvested ull three
years from the launch date of the Fund. Following the mitial three years of appointment/
recruitment under Khyber Pakhtunkhwa Civil Servants (Amendment) Act 2022, KPK
employees are eligible to change therr allocation as per the life cycle allocation scheme. In
cases where an employee fails to specify their asset allocation preferences, the pension fund
manager, taking nto consideration the employee's profile and age, will allocate the
contribution to the default Asset Allocation Scheme outlimed in the offering document.'The
Fund adheres to the Shanah Govemance Regulations, 2023 issued by the Secunties and
Exchange Commission of Pakistan (SECP).

MCE Investment Management Limited has been heensed 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, [.1. Chundrigar
Road, Karachi, Pakistan.

The Pakistan Credit Rating Agency (PACRA) Limited has assigned a management quality
rating of "AM1' (Stable outlook) to the Pension Fund Manager as at October 04, 2024.

Title to the assets of the Fund 1s held in the name of Ceniral Depository Company of Pakistan
Limited as Trustee of the Fund.
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BASIS OF PREPARATION
Statement of compliance

These financial statements have been prepared in accordance with the accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards as applicable in
Pakistan comprise of

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

- Provisions of and directives 1ssued under the Companies Act, 2017; and

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

- The requirements of the constitutive documents, Voluntary Pension System Rules, 2005

(VPS Rules),

Where the provisions of and directives issued under the Companies Act, 2017, the NBFC
Rules, the NBFC Regulations, the requirements of Voluntary Pension System Rules and the
requirements of the Trust Deed differ from the IFRS Standards, the provisions of and
directives issued under the Compamies Act, 2017, the NBFC Rules, the NBFC Regulations,the
requirements of Voluntary Pension System Rules and requirements of the Trust Deed have
been followed.

Basis of measurement

These financial statements have been prepared under the historical cost basis, unless otherwise
stated.

These financial statements have been prepared under accrual basis of accounting except for
cash flow mformation.

Functional and presentation currency

These financial statements are presented in Pakistani Rupees, which is the Fund's functional
and presentation currency.

These financial statements have been prepared under accrual basis of accounting except lor
cash flow information.

28  MCBALHAMRA KPK GOVT. EMPLOYEES PENSION FUND




NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2025

Use of judgments and estimates

The preparation of the financial statements in accordance with the accounting and reporting
standards as applicable in Pakistan requires the management to make estimates, judgements
and assumptions that affect the reported amount of assets, habilities, income and expenses. It
also requires the management to exercise judgement in application of accounting policies. The
estimates, judgements and associated assumptions are based on the historical experience and
various other factors that are believed to be reasonable under the circumstances. Revisions to
accounting estimates are recognised in the year m which the estimates are revised if the
revision affects only that year, or in the year of revision and future years if the revision affects
both current and future years.

The areas involving a higher degree ol judgement or complexity, or areas where estimates and
assumptions are significant to the financial statements as a whole are as follows:

Classification and valuation of investments

For details please refer notes 4.2.1.1 and 18 to these financial statements.

Impairment of investment

For details please refer notes 4.2.1.2 to these financial statements.

APPLICATION OF NEW STANDARDS, AMENDMENTS AND
INTERPRETATIONS TO PUBLISHED APPROVED ACCOUNTING AND
REPORTING STANDARDS

New accounting standards, amendments and IFRS interpretations that are effective for
the year ended June 30, 2025

The following stantdards, amendments and interpretations are effective for the year ended June
30, 2025. These standards, amendments and interpretations are either not relevant o the Fund's
operations or did not have significant impact on the financial statements other than certain
additional disclosures.
Effective date
(annual periods
beginning on or
after)
Amendments to IFRS 7 Financial Instruments: Disclosures' - Supplier
[inance arrangements January 01, 2024

Amendments to [FRS 16 "Leases' - Amendments to clanify how a seller-
lessee subsequently measures sale and leaseback transactions January 01, 2024
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EMective date
{annual periods
beginning on or
alter)
Amendmends to IAS 1 'Presentation of Financial Statements' -
Classification of liabilities as current or non-current January 01, 2024
Amendmends to IAS 1 "Preseniation of Financial Statements' - Non-
current liabilities with covenants January 01, 2024
Amendments to [AS 7 'Statement of Cash Flows' - Supphier finance
arrangements January 01, 2024

New accounting standards, amendments and interpretations that are not yet effective

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

Amendments to IFRS 7 ‘'Financial Instruments: Disclosures' -
Amendments regarding the classification and measurement of financial

mstruments January 01, 2026

Amendments to [FRS 9 'Financial Instruments' - Amendments regarding
the classification and measurement of financial instruments January 01, 2026

Amendmends to IAS 21 'The Effects of Changes in Foreign Exchange
Rates' - Lack ol Exchangeability January 01, 2025

Amendments tw I[FRS 7 'Financial Instruments: Disclosures' -
Amendments regarding nature-dependent electricity contracts that are
often structured as power purchase agreements (PPAs) January 01, 2026
Amendments to IFRS 9 'Financial Instruments' - Amendments regarding
nature-dependent electricity contracts that are often structured as power
purchase agreements (PPAs) January 01, 2026
[FRS 17 Insurance Contracts January 01, 2026

Certain annual improvements have also been made to a number of IFRSs and [ASs.
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4.2.1.1

41111

[FRS 1 'First-time Adoption of International Financial Reporting Standards' has been issued by
[ASB effective from July 01. 2009. However, it has not been adopted yet locally by Secunities
and Exchange Commission of Pakistan (SECT)

[FRS 17 - 'Insurance contracts' has been notified by the IASB to be effectuve for annual periods

beginning on or after January 1, 2023. However SECP has notified the timeframe for the
adoption of IFRS - 17 which will be adopted by January 01, 2026.

[FRS 18 Presentation and Disclosures in Financial Statements' has been issued by [ASB
effective from January 01, 2027. However, it has not been adopted yet locally by Secunties
and Exchange Commission of Pakistan (SECT)

[FRS 19 'Subsidiaries without Pubhc Accountabihity: Disclosures' has been issued by [ASB
effective from January 01, 2027. However, 1t has not been adopted yet locally by Securities
and Exchange Commission of Pakistan (SECT)

MATERIAL ACCOUNTING POLICY INFORMATION

The principal accounting policies applied in the preparation of these financial statements are
set out below. These accounting policies have been consistently applied, unless otherwise
stated.

Cash and cash equivalents

Cash and cash equivalents compnse of balances with banks and shori-term highly hquid
mvestments with original maturities of three months or less.

Financial insirumenis

A financial instrument 1s any contract that gives nse to a financial asset of one entity and a
financial hability or equity instrument of another entity.

Financial assets
Classification and measurement of financial assets
Debt instruments

A debl instrument is measured at amortized cost il 1t meets both of the Tollowing conditions
and 15 not designated as at FVTPL:
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- the asset is held within a business model whose objective 15 to hold assets to collect
contractual cash Mows; and

- the contractual terms of the financial asset give rise on specified dates to cash Aows that
are solely payments of principal and interest on the principal amount outstanding.

A debt instrument 1s measured at FVOCIT only 1if it meets both of the [ollowing conditions and
is nol desipnated as at FVTPL:

- the asset is held within a business model whose objective 1s achieved by both collecting
contractual cash Qows and selling fimancial assets; and

- the contractual terms of the financial assel give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount outstanding.

A debt mnstrument held [or trading purposes 1s classified as measured at FVTPL.

In addition, on nitial recognition, the Fund may irrevocably designate a debl mstrument that
otherwise meets the requirements to be measured at amortized cost or at FVOCT as at FVTPL
if doing so ehmunates or sigmbcantly reduces an accounting mismatch that would otherwise
arise.

Business model assessment

The Fund determines its business model at the level that best reflects how it manages groups of
financial assets Lo achieve its business objective.

The Fund's business model 1s not assessed on an instrument-by-instrument basis, but at a
higher level of ageregated portfolios and is based on observable lactors such as:

- The objectives for the portfolio, in particular, whether management's strategy focuses on
earning contractual revenue, maintaining a particular interest rate profile, matching the
duration of the inancial assets to the duration of the habilities that are funding those assets
or realizing cash flows through the sale of the assets;

- How the performance of the business model and the financial assets held within that
business model are evaluated and reported to the entity's key management personnel:

- The nisks that affect the performance of the business model (and the financial assets held
within that business model) and, in particular, the way those risks are managed;
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- How managers of the business are compensated (for example, whether the compensation is
based on the fair value of the assets managed or on the contractual cash flows collected);

The business model assessment is based on reasonably expected scenarios without taking
'worst case' or 'stress case’ scenarios into account. IT cash flows after imtal recognition are
realized in a way that 15 different from the Fund's onginal expectations, the Fund does not
change the classification of the remaining financial assets held in that business model, but
mcorporates such information when assessing newly originated or newly purchased financial
assels going forward.

Assessments whether contractual cash flows are solely payments of principal and interest
(SPPI)

As a second step of its classification process the Fund assesses the contractual terms of
Financial assets to identify whether they meet the SPPI test.

‘Principal” for the purpose of this test is defined as the fair value of the financial asset at initial
recognition and may change over the life of the financial asset (for example, if there are
repayments of principal or amortization of the premium/discount).

The most significant elements of interest within a lending arrangement are typically the
consideration for the time value of money and credit risk. To make the SPPI assessment, the
Fund applies judgement and considers relevant factors such as the currency in which the
financial asset is denominated, and the period for which the interest rate 1s sel.

In contrast, contractual terms that miroduce a more than de minimis exposure to nisks or
volatility in the contractual cash flows that are unrelated to a basic lending arrangement do not
give mise to coniractual cash flows that are solely payments of principal and interest on the
amount outstanding. In such cases, the inancial asset is required to be measured at FVTPL.

Initial recognition and measurement

Financial assets are recognized at the time the Fund becomes a party to the contractual
provisions of the instruments. These are imtially recognized 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 mmitially recognized at fair value and transaction costs
associated with these financial assets are charged to the Income Statement.
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421112

4.2.1.2

Subsequent measurement
The following accounting policies apply to the subsequent measurement of financial assets:
Debt investments al amortized cost

These assets are subsequently measured at amortized cost using the effective iterest method.
The amortized cost is reduced by impairment losses. Interest / markup income and impairment
are recognized in ncome statement.

Debi investments at FVOC]

These assets are subsequently measured at fair value. Interest / markup mcome calculated
using the effective interest method, foreign exchange pains and losses and impairment are
recognized in income statement. Other net gams and losses are recognized in other
comprehensive income. On derecognition, gains and losses accumulated in  other
comprehensive income are reclassified to income statement.

Debt investments at FVTPL

These assets are subsequently measured at fwir value. Interest / markup meome calculated
using the effective nterest method and impairment are recognized in income statement.

Equity instruments

(On initial recogmition of an equity investment that 15 not held for trading, the Fund may
irrevocably elect 1o present subsequent changes in fair value in OCI. This election 1s made on
an investment-by-imvestment basis.

An equity instrument held for trading purposes is classified as measured at FVTPL.
Impairment of financial assets

In relation to the impairment of fnancial assets, [FRS 9 requires an enhty to account for
expected credit losses and changes in those expected credit losses at each reporting date to
reflect changes n credit nisk since iniial recognition. In other words, 11 15 no longer necessary
lor a credit event o have occurred before credit losses are recognized.

The guiding prineiple of the expected credit loss (ECL) model is to reflect the general pattern
of deterioration or improvement in the credit quality of financial instruments. The amount of
ECLs recognised as a loss allowance or provision depends on the extent of credit deterioration
since mitial recogmtion. Under the general approach, there are two measurement bases:
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4.2.13

42.14

42.15

4.2.1.6

- 12-month ECLs (Stage 1), which applies to all items (from initial recognition) as long as
there 1s no significant detenoration in credit quality.

- Lifetime ECLs (Stages 2 and 3), which applies when a sigmficant increase in credit nsk
has oceuwrred on an individual or collective basis.

The Fund's financial assets include mainly investment, advances, deposits and other receivable,
miark-up receivable and bank balances.

Regular way contracts

Regular purchases and sales of financial assets are recogmised on the trade date - the date on
which the Fund commits to purchase or sell the asset.

Derecognition

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 transferred substantally all nsks
and rewards of ownership.

Financial liabilities

All financial habilities are recognised at the time when the Fund becomes a party o the
contractual provisions of the mmstrument. These are imihally recognised at fair value and
subsequently stated at amortised cost.

A financial hability 1s derecognised when the obligation under the lability 1s discharged or
cancelled or expired.

Offsetting of linancial assels and liabilities

Financial assets and financial habilites are offset and the net amount 15 reported in the
statement of assets and lhabilites when there 1s a legally enforceable night to set ofl the
recognised amounts and there is an intention to settle on a net basis, or to realise the assets and
settle the habilities simultaneously.

Provisions
Provisions are recognized when the Fund has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources embodying economic benefits

will be required to settle the obligation and a rehable estimate of the amount of obligation can
be made. Provisions are regularly reviewed and adjusted to reflect the current best estimate.
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Taxation

The income of the Fund is exempt from income tax under clause 57(3)(viii) of Part [ of the
Second Schedule to the Income Tax Ordimance, 2001. The fund 1s also exempt fom the
provisions of section 113 (minimum tax) under clause 11A of Part IV of the Second Schedule
to the Income Tax Ordinance 2001.

Proposed distributions

Distributions  declared subsequent to the year end reporting date are considered as non-
adjusting events and are not recognized before the reporting date.

Issuance and redemption of units

Units 1ssued are recorded at the offer price, determined by the Management Company for the
applications received by the distributors during business hours on that day. The offer price
represents the net assets value per unit as of the close of the business day plus the allowable
sales load, provision for transaction costs and any provision for duties and charges, 1if
applicable.

Units redeemed are recorded at the redemption price, applicable to umits for which the
distributors receive redemption applications during business hours of that day. The redemption
price represents the net assets value per umit as of the close of the busiess day less any back-
end load (if applicable), any duties, taxes, charges on redemption and any provision for
transaction costs, il applicable.

Element of income

Element of income represents the difference between net assets value per unit on the issuance
or redemption date, as the case may be, of units and the net assets value per umit at the
beginming of the relevant accounting period. Element of income is a transaction of capital
nature and the receipt and payment of element of income is taken to umt holders' fund.
However, to maintain the same ex-dividend net asset value of all units outstanding on the
accounting date, net element of income contributed on 1ssue of units lying in unit holders fund
15 refunded on umits in the same proportion as dividend bears to accounting meome available
for distribution.

Net assets value per unit

The Net Assets Value (NAV) per umit, as disclosed in the statement of assets and liabilities, is
calculated by dividing the nel assets of the Fund by the number of units i 1ssue al the year end.
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4.91

4.92

4.93

Revenue recognition

]

(Gains / (losses) arising on sale of investmenis are included in Income Statement and are
recognised when the transaction takes place.

- Unrealised appreciation / (diminution) arising on remeasurement of investments classified

as linancial assets 'at fair value through profit or loss' are included in the Income
Statement.

- Income on government securities is recognized on an accrual basis using the effective
yield method.

- Profit on saving accounts with banks is recognized on an accrual basis using the effective
yield method.

Expenses

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

Earnings Per Unit (EPU)

Earnings per unit is calculated by dividing the net profit of the year afier taxation of the Fund
by the weighted average number of units outstanding during the year.

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

Transactions with related parties / connected persons

Transactions with connected persons are carried in the normal course of business, at contracted
rates and terms determined in accordance with market rates.

Remuneration to the Pension Fund Manager and the Trustee is determined in accordance with
the provisions of NBFC Regulations and the Trust Deed respectively.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2025

15

TAXATION

The income of the Fund is exempt from income tax under clause 57(3)(viii) of Parl | 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 11A of PPart 1V of the Second Schedule to
the Income Tax Ordinance 2001.

EARNINGS PER UNIT (EPU)

Earnings per unit based on cumulative weighted average unils for the Year has not been disclosed
as in Lhe opinion of the Pension Fund Manager, the determination of the same 1s not practicable.

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.

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

Remuneration payable Lo 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 al year end with related parties / connected persons, other
than those which have been disclosed elsewhere in these financial statements, are as follows:
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171 ‘Transactions during the Year

MCB Investment Management Limited -
Pension Fund Manager
Femuaneration (mcludes insurance fec and indirect taxes)

Central Depository Company of Pakistan Limited - Trustee
Remuneration (include indirect taxes)

Transactions during the period

MCB Investment's Management Limited -
Pension Fund Manager
Remuneration (include indirect taxes)

Central Depository Company of Pakistan Limited - Trustee
Remunecration (inclode indirect taxes)

Balances at the end of Year

MCB Investments Management Limited -
Management Company
Remuncration (includes msurance fee and indirect taxes)

Central Depository Company of Pakistan Limited - Trustee
Remuneration (include indirect taxes)
Security Deposit

Balances at the end of Year

MCB Investments Menagement Limited -

Management Company
Remuneration {(include indirect taxes)

Central Depository Company of Pakistan Limited - Trustee
Remuneration (include indirect taxes)
Security Deposit

June 30, 2025
Equity .
ik Equity Debt  Money Market Total
Sph-Fand Sub-Fund Sub-Fund Sub-Fund
(Kupees)
934 236 934 3,632 891 1,635,095
945 933 930 GE2 219 635,036

For the period from December 13, 2023 to June 30, 2024

Equity o
Index Equity Debt  Money Market Fotal
Sub-Fund Sub-Fund Sub-Fuond Sub-Fand
(Rupees)
476 477 477 440,403 441 %33
479 478 478 B2 812 54,247
June 30, 2025
Equity -
T Equity Debt  Money Market Fatal
Sub-Fund Sub-Fund Sub-Fund  Sub-Fund
{Rupees)
463 464 463 425 068 426,458
475 466 468 6012 17421
= . 100,000 100,000
June 30, 2024
Equity =e 2
Fadis Equity [heht Money Market Total
Sob-Fund Sub-Fund Sub-Fond Sub-Fand
(Rupees)
475 476 476 a4 535 45,062
479 479 479 17,726 19,163
- - 100,000 100, (0D
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18.1.2

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 financial performance.

The Fund's activities expose it to a variety of financial risks: market risk (including currency
risk, markup rate and other price risk), credit risk and liquidity risk. Risk of the Fund are being
managed by the Dividend Yield 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 the Dividend Yield Fund has overall responsibility for the
establishment and oversight of the Fund's risk management framework.

The Fund's primary financial assets comprise of balances with banks and investment at fair
value through profit and loss, comprising of equity securities of listed companies. The Fund
also has markup and other receivables. The Fund's principal financial labilities include
remuneration payable to Management company, Trustee and accrued and other liabilities.

Market risk

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

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

Market risk comprises of three types of risk: currency risk, interest rate risk and other price risk.
Currency risk
Currency risk is the risk that the fair value or future cash flows of a financial instrument will

fluctuate because of changes in foreign exchange rates. The Fund, at present is not exposed to
currency risk as all transactions were carried out in Pakistani Rupees.

Profit rate risk

Profit rate nisk is the risk that the fair value or future cash flows of a financial nstrument will
fluctuate because of changes in market interest rates.

a) Sensitivity analysis of variable rate instruments

The Fund is exposed to variable rate instrument risk for balances in certain savings
accounts, the profit rates on which range between 4.65% to 19.6% per annum.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2025

In case of 100 basis points increase / decrease in interest rates on June 3(), 2025, with all
other variables held constant, the net income for the vear and the net assets would have

been higher / lower by Rs.5.62 million (2024: Rs. 0.234 mullion).
b) Sensitivity analysis for fixed rate instruments

As at June 30, 2025 the Fund does not hold any fixed rate instruments, therefore, the
Fund 1s not exposed to fair value interest rate nsk.

Interest rate sensitivity position for on balance sheet financial instruments is based on the
garlier of contractual repricing or maturity date. The composition of the fund's
investment may change over time. Accordingly, the sensitivity analysis prepared as at
June 30, 2025 1s not necessarily indicative of the impact on the Fund's net assets of
future movements in interest rates,
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The Fund's inferest rale sensibrvily related o fmancial assels and Gnancial liabilibes ws al June 30, 2025 can be delermaned as follows:

5
Exposed o yield / inierest rale risk
. Mot exposed (o
Yield / effeeti
hiaeior (,::} Upio ihree H“’:‘“ﬂ““; More than one | interesirate || Tolal
munils —— year risk
0BC yar
{Rupes)-
On-balance sheet Minancil instruments
Financial Assets
Bank balanees L65%-19.6% 562184799 - - 562,184,799
Mark-up receivable - - 4857437 4 857437
Deposit and other receivable - - 107,656 107 656
362184799 - 4965133 547,149932
Financial Linhilities
Puyuhbe v MCE Investments Manapement Limiled - - 170,534 370,834
Payable to the Central Depository Company- Trustee - - 15,156 15,15
- - 185,990 385,990
On-balance sheel gap 562,184,799 - 4579143 566,763 942
There is no ofFbalance sheet fnancial mstromend that exist o o year ended Junie 30, 2025
2024
Exposed to yield / interest rafe risk
Mot exposed (o
Yield / effeetiv More than three
in s ﬁ:} Upta three mn::hs ::d -l More than one |  interest rate Total
months P year risk
OBE year
{Rupees)
On-halance sheet linancial instrumenis
Financial Assels
DBank balunces Bh-212% 23459231 - - 13459231
Investmiis - . 102307000 102307 000
Markup receivible - y 4465057 4,465,057
Deposit and other receivieble - - - 112 BES 112,889
23459231 = = 106,584 945 130344177
Financial Linhilities
Payabbe W the Management Company - - #4923 84923
Payabbe W the Trustee - - - 16,965 16,965
- - - 101,889 101,8E9
On-balance sheel gap 23459231 - B 106,783,057  130,242.28%

There 1s no ofbalance shee! nameaal mstrumenl that exist as ol year ended June 30, 2024
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18.1.3

18.2

Price risk

Price nisk is the risk that the fair value 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 does not hold any instrument that is
exposed to price nisk.

Credit risk

Credit risk is the nisk that the counterparty to a financial instrument will fail to discharge an
obligation or commitment that it has entered into with the Fund, resulting in a financial loss to
the Fund. The credit risk of the Fund principally anses from deposits and other receivable
balances.

Credit nsk from balances with banks and financial institutions 15 managed in accordance with
the Fund's policy. Investments of surplus funds are made only with approved counterparties and
within credit limits assigned to each counterparty. Counterparty credit limits are approved by
the Board of Directors. The limits are set to minimize the concentration of risk and therefore
mitigate financial loss through potential counterparty failure.

The main concentration to which the Fund is exposed arises from the Fund's bank balances.
The Fund is also exposed to counterparty credit risk on deposits and other receivable balances
The Fund's maximum exposure to credit nisk related to receivables at June 30, 2025 and June
30, 2024 is the carrying amounts of following financial assets.

The maximum exposure to credit risk as at June 30, 2025 and June 30, 2024 were as follows:

2025 2024
Balance a5 per Balance as per
statement of assels | Maximom exposure | stalement of assets | Maximom exposure
and liabilities and lisbilities
{Rupees)
Bank halanos: 562,184,799 562,184,799 23459211 23 45923
Investmenis = = 102 307 (0 102 307,000
Mark-up receivable 4857437 4857437 4,465,057 4465057
567,149,932 367,149,932 130,344,177 130,344,177

47  MCBALHAMRA KPK GOVT. EMPLOYEES PENSION FUND




NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2025

The analysis below summaries the credit rating quality of the Fund's financial assets as at June
30, 2025.

2025
Bank balances by rating category Ya
AA Q4 O7%,
At 0.30%
100.00%,
2024
%
AA 93 00%g
Al 7.00%
100.00%

Above rates are on the basis of available ratings assigned by PACRA and VIS as of June 30,
2025 and June 30, 2024,

Deposits placed with CDC for the purpose of effecting transaction and settlement of listed
securities. [t is expected that all securities deposited with CDC will be clearly identified as
being assets of the Fund. hence, the management believes that the Fund is not materially
exposed to a credit risk with respect to such parties.

Conceniration of credit risk

Concentration of credit risk exists when changes in economic or industry factors similarly
affect groups of counterparties whose aggregate credit exposure is significant in relation to the
Fund’'s total credit exposure. The Fund's portfolio of financial instruments is broadly
diversified and transactions are entered into with diverse credit-worthy counterparties thereby
mitigating any significant concentration of credit risk.

Settlement risk

The Fund's activities may give rise to risk at the time of settlement of transactions. Settlement
risk is the nisk of loss due to the failure of counter party to honour its oblizgations to deliver
cash, securities or other assets as contractually agreed. Credit risk relating to unsettled
transactions in securities is considered to be minimal as the Fund uses brokers with high
creditworthiness and the transactions are settled or paid for only upon delivery using central
clearing system.
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18.3

Liquidity risk

Liquidity nisk 1s the nsk that the Fund may not be able to generate sufficient cash resources to
seltle 1ts obligations in full as they fall due or can only do so on lerms that are matenally
disadvantageous.

The Fund is exposed to daily cash redemptions, if any, at the option of unit holders. The Fund's
approach to managing liquiditly is Lo ensure, as far as possible, that the Fund will always have
sufficient liguidity to meet its habihties when due under both normal and stressed condibions,
without incurring unacceptable losses or nisking damage (o the Fund's reputation. Iis policy 18
therefore to invest the majority of its assets in investments that are traded in an active market

and can be readily disposed and are considered readily realisable.

The Fund has the ability to borrow in the shori-term (o ensure settlement. During the current
year, the Fund did not availed any borrowing. As per the NBFC Regulations the maximum
amounlt available to the Fund from the borrowing would be Immited to fifteen percent of the net
assets upto 90 days and would be secured by the assels of the Fund and bear interest at

commercial rales.

In order to manage the Fund's overall liquidily, the Fund also has the ability to withhold daily
redemption requests in excess of ten percent of the units in issue and such requests would be
treated as redemption requests qualifying for being processed on the next business day. Such
procedure would continue until the outstanding redemption requests come down Lo a level
below len percent of the umits then in 1ssue. The Fund did not withhold any redemptions durning
the year.

The table below analyses the Fund's financial habilities into relevant matunity groupings based
on the remaining period at the statement of assets and habiliies date Lo the contractual matunty
dale. The amounts in the table are the contractual undiscounted cash Mows.

0TS
Carrying valoe Upio one momth TN o, wa s months :.:iluptu one
) & upto three months
year
{Rupies}
Liabilitics
Payabie to the Management Company 370834 370,534 -
Payable to the Trustee 15,156 13,156 -

ELAR 185,990 -
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More than one monih

More tham three

Carrying value Upts one month et eataalen moaihs and opto one
¥ year
—  Hupees in 00— —
Liahilities
Payable to the Management Company RA923 B023
Payable to the Trestes 16,965 16965
101,885 101, B8RS -
2025
Al fair value throagh A ey Tirtad
profil or loss
——(Rupess}——
184 Financial instruments by category
Financial Assets
Hank balances SR 184,799 SH2 184,799
Mark-up reccivable A R5T 437 4.357.437
Deposits and other roccivables LT 6% 107, 696
£67,149932 S67, 149,932
Financial Liabilities
Payahle to the Management Company 308 370834
Payahle o the Trustes 15,156 15,156
383,990 385,000
2024
Al fair valoe throogh At - Total
profil or loss
————{Hupees}———
Financial instruments by category
Financial Assets
Bank balances 23450731 23.459,231
limvestmenis 102 307 () - 102,307,000
Mark-up roccivahie (55061 635,061
Deposits and other roccivables L2589 L
102 307,000 24,227,181 126,534, 151
Finameial Liabilities
Payable o the Management Company R4,923 ®4,92%
Payable w the Trsstes 16,965 16,205
100 RES 100,888
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19.1

FAIR VALUE OF FINANCIAL INSTRUMENTS

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

Fmancial assets which are tradable in an open market are revalued at the market prices
prevailing on the statement of assets and liabilities date. The estimated fair value of all other
financial assets and financial liabilities is considered not significantly different from book

The following table shows financial instruments recognized at fair value, analyzed between
those whose fair value is based on:

Level I: quoted prices in active markets for identical assets or liabilities:

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

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

Ax at June 30, 2025 and June 30, 2024 the Fund held instruments to be measured at fair values:

25
Level 1 Level 2 Level 3 Tuital
(Hupees)
Al ltagr vale ihroagh pralil or loss
4
Level 1 Level 2 Level 3 Tutal
(R
Al ey value ibrough profil or bess 102,307,000 102,307,000

During the year ended June 30, 2025, there were no transfers between level | and level 2 fair
value measurements, and no transfer into and out of level 3 fair value measurements.

The Fund has not disclosed the fair values of other financial assets and financial habihities, as

these are either short term in nature or repriced periodically. Therefore, their carrying amounts
are a reasonable approximation of their fair values.
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20

20.4

EXPENSE RATIO

Equity Index Sub

The annualized total Expense Ratio (TER) of the Fund for the Year ended June 30, 2025 is 0.38%
(2024: 0.38%) which includes 0.10% (2024: 0.09%) representing government levies and annual
fee to the SECP respectively.

Equity Sub Fund

The annualized total Expense Ratio (TER) of the Fund for the Year ended June 30, 2025 is 0.38%

(2024: 0.38%) which includes 0.10% (2024: 0.09%) representing government levies and annual
fee to the SECP respectively.

Debt Sub Fund

The annualized total Expense Ratio (TER) of the Fund for the Year ended June 30, 2025 is 0.38%
(2024: 0.38%) which includes 0.10% (2024: 0.09%) representing government levies and annual
fee to the SECP respectively.

Moncy Market

The annualized total Expense Ratio (TER) of the Fund for the Year ended June 30, 2025 is 1.13%

(2024: 1.10%) which includes 0.18% (2024: (0.16%) representing government levies on the Fund
such as sales taxes, federal excise duties, annual fee to the SECP, etc.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
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22  CORRESPONDING FIGURES

Corresponding figures have also been rearranged and reclassified, wherever necessary, for
better presentation. However, there has been no material reclassification to report.

23 GENERAL
23.1 Figures have been rounded off to the nearest rupee, unless stated otherwise.
24 DATE OF AUTHORISATION FOR ISSUE

These hnancial statements were authonzed for i1ssue by the Board of Directors of the
Management Company on August 04, 2025,

For MCB Investment Management Limited
(Pension Fund Manager)

- .-"-- #
i q,—_l__-"'--.-:;:d---f/ -;1"'______.--". ¥
o . -_,f’

Chief Executive Officer Director
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