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Vision
To become synonymous with Savings

Mission

To become a preferred Saving and Investment
Manager in the domestic and regional markets
while maximizing stakeholders’ value

Core Values

The Company takes pride in its orientation towards
client service. it believes that its key success
factors include continuous investment in staff,
systems and capacity building and its insistence
on universal best practices at all times.
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NOTICE OF ANNUAL GENERAL MEETING

Notice

is hereby given that the Nineteenth (19™) Annual General Meeting of MCB-Arif Habib Savings

and Investments Limited will be held on Thursday, October 24, 2019 at 11:45 a.m. at Sapphire Hall,
Ramada Creek, Zulfigar Street 1, DHA Phase VIII, Karachi — Pakistan to transact the following
business:

Ordinary Business:

1.

To confirm the minutes of the last Annual General Meeting held on October 26, 2018;

2. To receive, consider and adopt the Audited Financial Statements of the Company for the year
ended June 30, 2019 together with Directors’ and Auditors’ Reports thereon;

3. To declare and approve final cash dividend of 13.5 per cent i.e. Re. 1.35 per ordinary share of
Rs. 10/- each for the year ended June 30, 2019, as recommended by the Board of Directors;

4. To appoint external auditors of the Company for the year ending June 30, 2020 and fix their
remuneration. The Board of Directors, on the recommendation of Audit Committee of the
Company, has proposed the appointment of M/s KPMG Taseer Hadi & Co. Chartered
Accountants as external auditors for the year ending June 30, 2020; and

5. To transact any other business with the permission of the Chair.

By Order of the Board
*
N—frdd
September 30, 2019 Amir Qadir
Karachi Company Secretary
Notes:
1. Book Closure Notice

The Share Transfer Books of the Company will remain closed from Thursday, October 17, 2019
to Thursday, October 24, 2019 (both days inclusive). Transfers received in order at the office of
our Share Registrar M/s. CDC Share Registrar Services Limited, CDC House, 99-B, Block B,
S.M.C.H.S., Main Shahrah-e-Faisal, Karachi — 74400, by the close of business (5:00 p.m.) on
Wednesday, October 16, 2019, will be considered in time for the determination of the
entitlement of the shareholders to final cash dividend and to attend and vote at the meeting.

Appointment of Proxy and Participation in the AGM

A member entitled to attend, speak and vote at the Annual General Meeting is entitled to appoint
another person as his/her proxy to attend, speak and vote for his/her behalf. A proxy need not
be a member of the Company. A proxy shall also have the right to demand and join in
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demanding a poll and vote on a poll.

The instrument appointing proxy, together with the power of attorney or other authority under
which it is signed, as the case may be, or a notarially certified copy of the power or authority,
must be deposited at the Registered Office of the Company at least 48 hours before the time of
the meeting. In case of corporate entity, the Board of Directors’ resolution / power of attorney
with specimen signature shall be submitted (unless it has been provided earlier) along with
proxy form to the Company. Form of Proxy is enclosed in English and Urdu language.

Beneficial owners of the physical shares and the shares deposited with the Central Depository
Company of Pakistan Ltd. (CDC) and / or their proxies are required to produce their original
Computerized National Identity Card (CNIC) or Passport for identification purpose at the
time of attending the meeting.

3. Notice of Submission of Valid CNIC Copies (Mandatory)
SECP vide SRO No. 831(1)/2012 dated July 05, 2012 directed companies to issue dividend
warrant only crossed as “A/c Payee only” which should bear the Computerized N ational Identity
Card (CNIC) of the registered member or authorized person. Moreover, pursuant to the
Companies (Distribution of Dividends) Regulations, 2017, CNIC numbers of shareholders are
mandatorily required to be mentioned on Tax/Zakat/dividend certificate.

Members, who have not yet submitted attested photocopy of their valid CNIC, are requested to
submit the same along with folio number, at the earliest, directly to the Company’s Share
Registrar.

4. Payment of Cash Dividend Electronically (Mandatory)

Under section 242 of Companies Act, 2017 (the Act) and the Companies (Distribution of Dividends)
Regulations, 2017, every listed company is required to pay dividend, if any, to their members
compulsorily through electronic mode by directly crediting the same in their bank account
provided by them. The Company shall be bound to withhold dividend of those members who do
not provide their bank details. Members are required to provide to the Company’s Share
Registrar, particulars relating to name, folio number, bank account number, title of account and
complete mailing address of the bank. CDC account holders should submit their request directly
to their broker (participant)/CDC. A Dividend Mandate Form is available at the Registered Office
of the Company and the same are also placed on the Company’s website.

5. Deduction of Withholding Tax on the Amount of Dividend under Section 150 the Income
Tax Ordinance, 2001 (Mandatory)
(i) Pursuant to the provisions of the Finance Act 2019, effective July 1, 2019, the rates of
deduction of income tax from dividend payments under the Income Tax Ordinance have been
revised as follows:
a) Rate of tax deduction for persons appearing in the Active Tax Payers List: 15 per cent
b) Rate of tax deduction for persons not appearing in the Active Tax Payers List: 30 per
cent

The tax deduction on the amount of cash dividend @ 15 per cent shall be made for the payment
of dividend to shareholders whose names are entered in the Active Tax Payers List provided on
the website of FBR, before close of business hour (5:00 p.m.) on Wednesday, October 16, 2019
otherwise tax on the cash dividend will be deducted @ 30 per cent instead of 15 per cent. Active
Tax Payers List is available at Federal Board of Revenue’s (FBR) website: http://www.fbr.gov.pk
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(i) Further, according to clarification received from Federal Board of Revenue (FBR), with-
holding tax will be determined separately on ‘Filer/Non-Filer’ status of Principal shareholder as
well as joint-holder(s) based on their shareholding proportions, in case of joint accounts.

The required information must reach our Share Registrar by the close of business (5:00 p.m) on
Wednesday, October 16, 2019; otherwise it will be assumed that the shares are equally held by
Principal shareholder and Joint Holder(s).

In this regard all shareholders who hold shares jointly are requested to provide shareholding
proportions of Principal shareholder and Joint-holder(s) in respect of shares held by them to our
Share Registrar, in writing as follows:

Folio/CDC Total Principal Shareholders Joint Holder (s)
Alc No. number of Name and Shareholding Name and Shareholding
shares CNIC No. Proportion CNIC No. Proportion
(No. of Shares) (No. of
Shares)

(iii) The corporate shareholders having CDC accounts are required to have their National Tax
Number (NTN) updated with their respective participants, whereas corporate physical
shareholders should send a copy of their NTN certificate to the Company or Share Registrar.
The shareholders while sending NTN or NTN certificates, as the case may be, must quote
Company name and their respective folio numbers.

For any query/problem/information, the investors may contact the Company and/or the Share
Registrar at the following phone Numbers, email addresses:
Company: MCB-Arif Habib Savings and Investments Limited
UAN: 11-11-622-24 email: info@mcbah.com
Share Registrar: CDC Share Registrar Services Limited
Tel #: 0800-23275 email: info@cdcsrsl.com

6. Change in Members’ Addresses
Members are requested to immediately notify any change in their address to the Share
Registrar of the Company.

7. Unclaimed Dividend
Shareholders, who by any reason, could not claim their dividend, if any, are advised to contact
our Share Registrar to collect / enquire about their unclaimed dividend, if any. In compliance
with Section 244 of the Companies Act, 2017, after having completed the stipulated procedure,
all such dividend outstanding for a period of 3 years or more from the date due and payable
shall be deposited to the Federal Government in case of unclaimed dividend.

8. Placement of Audited Financial Statements on the Website
The financial statements for the year ended June 30, 2019 and reports have been placed on the
Company’s website: www. mcbah.com.

9. Circulation of Annual Audited Financial Statements and Notice of AGM through emails
In terms of Section 223(7) of the Companies Act, 2017, the Company is allowed to send
financial statements and reports to its members electronically. Moreover, pursuant to S.R.O.
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10.

787(1)/2014 dated September 8, 2014, issued by the SECP, companies are permitted to
circulate Annual Audited Financial Statements along with Notice of Annual General Meeting to
its members through e-mail who opt for purpose.

Shareholders who wish to receive annual reports and notice of general meetings through e-
mails are requested to provide, through a Consent Form, available at the Company’s website:
www.mcbah.com, duly signed by them, their particulars i.e. Name, Folio / CDC A/C No., email
address, contact number, CNIC number or valid passport (in case of foreign shareholder).
Shareholders are also requested to notify immediately any change in their email address to the
Share Registrar of the Company. It will be the responsibility of members to intimate any change
in their valid registered email address to the Company in timely manner.

Video-link Facility

If the members holding 10 per cent of the total paid up capital or such other percentage of the
paid up capital as may be specified by the Commission, are resident in any other city, the
Company shall provide the facility of video-link to such members for attending Annual General
Meeting of the Company, if so required by such members in writing to the Company at least
seven days (7) before the date of the meeting.

Consent for Video-link Facility

I/We, of being a member of MCB-Arif Habib Savings & Investments Limited
holder of Ordinary Share(s) as per Register Folio/CDC Participant ID & Sub-

Account/Investor Account No. hereby opt for participation in
the Annual General Meeting to be held on October 24, 2019 or any adjourned
meeting through video-link facility at (Please insert name of
the City).

Signature of member
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CHAIRMAN’S REVIEW REPORT

Dear Shareholders

| am pleased to present this report to the shareholders of MCB-Arif Habib Savings and Investments
Limited on the overall performance of the Board and its effectiveness in achieving the Company’s
objectives.

The Audited Financial Statements for the year reveals following about the operational performance of
the Company, when compared with last year:

June 30, 2019 June 30, 2018

Management Fee / Investment Advisory Fee 730,643,339 701,640,243
Profit before taxation 85,165,705 196,573,573
Profit after taxation 24,235,396 124,192,903
Earnings per share (EPS) 0.34 1.72

The Board’s report has delved on the details of the economy and | shall therefore refrain from repeating
that information but focus on the broader issues.

Our Country is going through a unique phase as the economic conditions remain tough domestically,
the global environment is also changing course. US has challenged the global trade dynamics and
determined to significantly impact the global trade in favor of domestic economy. Brexit has already
started to affect the trade and international linkages and continue to reshape Britain’s economy and
European Union. There have been wider concerns of global slowdown in particular the pace of
emerging economies albeit, the risks of systematic shock at the stage look less likely. Renewables
have started to alter the global commodities and challenging the convention fuel sources and their price
trajectory.

Significant reforms that are underway in domestic monetary system and economic policies both under
IMF program and FATF proceedings imply another challenge and even more pressure in near term on
local businesses to adapt to the stringent requirements. Focus on economy is already visible in
Government policies though several key areas still pose challenge including Energy, Investment for
Import substitution and Targeted Export Sector Growth while simultaneously managing the fiscal
challenges. Indeed, there is no easy and straight forward path to recovery, but start of the journey itself
is a silver lining. Support from China, Saudia, UAE and other commitments Pakistan has received are
significant and require perseverance and longer term focus to steer us toward sustainability. While
Asset Management sector also striving hard to improve documentation and meeting the higher
standards of due diligence in this environment, we believe, developments will benefit the sector as
more compliant, document economy bodes well for integrated institutions. Challenges in economy have
marred the performance of Capital Markets; however, presents an opportunity of decade to invest cheap
in companies that are resilient and stand to deliver stronger on recovery. Higher short term interest
rates increase propensity to save and our efforts to reach wider public have a unique edge of cost
efficient digital services. We continue to enjoy strong equity base and a very talented human resource
along with technology edge to steer stronger going forward.

Digital transformation has simplified the daily life of every individual. The significant development in
technology has allowed people to manage their money at their fingertips and your Company is at the
helm of such development with the launch of the iSave - the online platform to manage savings.
Moreover, with the introduction of the PayPak Debit Card your Company aims at keeping its customers
ahead of the curve. The Card offers not only seamless transactions, easy access to cash and one’s
investment account, it also eliminates the hassle of cash payments. The iSave, combined with the
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introduction of the Debit Card, exemplifies what every company in the financial services industry strives
towards who wish to stay competitive through innovation. Allowing the investors to spend, save and
otherwise manage their money all at the same time, iSave has established your Company as a pioneer
in incorporating fintech and enables your Company in providing the most efficient services to the
investors. The introduction of the iSave and the Debit Card is also an evidence of your Company’s
commitment towards consistent innovation intended to improve the overall savings experience of the
investors of the Funds under your Company’s management.

Having been elected in February, 2017, the present Board remains committed to creating value to the
shareholders and investors by engaging in Company’s governance with an oversight of Company’s
strategy and operations. A casual vacancy occurred on the Board by the resignation of Dr. Syed
Salman Ali Shah which has been filled by the Directors and Syed Savail Meekal Hussain (subject to
SECP approval) has been appointed who shall serve for the remainder of the term. The composition of
the Board reflects diversified backgrounds and rich experiences in the fields of business, finance,
banking and regulations. During the year, a need was felt at the Board level for Risk Management
Committee of the Board which was constituted on September 14, 2018 to carry out the assessment of
the risk management procedures of the Company. The Committee is being headed by an independent
director and includes two non-executive directors as members.The existing Board committees also
remained active and met on several occasions during the year. The Human Resource and
Remuneration Committee recommends and evaluates management performance against key
performance indicators and objectives agreed by the Board while the Audit Committee continues to
ensure that the governance structure is fully compliant whilst monitoring high standards of ethics,
control procedures and risks management associated with the business as identified by the Board.

During the year, a total of nineteen (19) meetings of the Board and the Committees of the Board were
held which comprised of eight (8) meetings of the Board of Directors, nine (9) meetings of the Audit
Committee and one (1) meeting each of the Human Resource and Remuneration Committee and the
Risk Management Committee. | wish to record my appreciation of the Board Members for the active
participa tion and continuing guidance provided to the Management.

| would like to express the Company’s gratitude for the resolute efforts made by Dr. Syed Salman Ali
Shah for the betterment of the Company and its employees, and his invaluable contributions as a
driven and dedicated member of the Board and Chairman of the Human Resource and Remuneration
Committee. | would also like to welcome Syed Savail Meekal Hussain on the Board of the Company.

| would also like to thank the employees of the Company for their perseverance and exhibiting
exceptional resolve, even during the recent slowdown in the Industry. They have kept up their spirits
and continue to improve in their respective areas and in the Company as a whole.

Finally, on behalf of the Board and myself personally, | would wish to place on record my appreciation
for the support received by the Company from the Securities and Exchange Commission of Pakistan
and other Regulatory Authorities including the Mutual Funds Association of Pakistan, the unit holders
who entrusted us with their savings and our shareholders for their continued support and confidence.

[Mamela

Mian Mohammad Mansha
Chairman — Board of Directors
MCB-Arif Habib Savings and Investments Limited
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DIRECTORS’ REPORT

The Board of Directors of MCB-Arif Habib Savings and Investments Limited (MCBAH) are pleased to
present report on the affairs of MCBAH for the year ended June 30, 2019.

PRINCIPAL BUSINESS

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

THE BUSINESS ENVIRONMENT
Economy & Money Market Review

Pakistan’s economy inherited myriad of challenges entering into Fiscal Year 2019 (FY19), particularly a
weak balance of payment and fiscal situation. The macroeconomic imbalances were coped with vigilant
policy actions from Central Bank which resultantly took its toll on the economic growth. Gross Domestic
Product (GDP) growth as per the preliminary estimates slowed down to 3.3 per cent compared to 5.2
per cent withessed during the preceding year. All the three major sectors namely Agriculture, Industrial,
and Services witnessed a slowdown posting growth of 0.9 per cent, 1.4 per cent and 4.7 percent
respectively. Agricultural growth faltered as growth in major crops receded, evident from the decline in
production of sugarcane, cotton and rice which fell by 19.4 per cent, 17.5 per cent and 3.3 per cent
respectively. Industrial growth also weakened as large scale manufacturing (LSM) could not bear the
brunt of contractionary policies pursued by Central Bank to achieve macroeconomic stabilization. LSM
posted a decline of 3.7 per cent as industries dependent on Government spending and imports faced
reduced demand. Among the major LSM sectors, automobiles and iron & steel witnessed a demand
contraction of 11.7 per cent and 11.2 per cent respectively. Nevertheless, services sector provided
some rescue to the economic growth, thanks to finance and insurance (up 5.4 per cent Year on Year
[YoY]) and Government Services (up 8.0 per cent YoY). Dollar denominated size of GDP stood at
approximately USD 280 billion compared to approximately USD 315 billion in the last year, witnessing a
contraction of 11 per cent.

At the onset of year, Pakistan was plagued by one of the biggest balance of payment crisis in its
history. While it was facing a current account deficit (CAD) worth of USD 19 billion and external
repayments worth USD 9 billion, the crisis was compounded by the fact that foreign exchange reserves
of mere USD 10 billion approximately were at hand. Timely policy action by the Central Bank
particularly adjusting the currency by 32 per cent during the year helped in arresting the CAD. Real
Effective Exchange Rate (REER) dropped from the overvalued territory in June 18 to become
undervalued by 10 per cent. Resultantly, the CAD contracted by 32.1 per cent to USD 13.5 billion
during the year. While exports growth did not materialize, improvement in CAD was driven from
declining imports of non-oil goods and services (down 11.8 per cent YoY) and improved remittances
(up 9.7 per cent YoY). Default on loan obligations was also averted after Pakistan was successful in
getting material inflows (approximately USD 10 billion) from its friendly allies. Although, narrowing
current account deficit along with bilateral flows did provide some breathing space to the balance of
payment, State Bank of Pakistan’s (SBP) foreign reserves still declined by USD 2.5 billion to USD 7.5
billion due to the gravity of external crisis. At last, Pakistan also signed up for an International Monetary
Fund (IMF) program during the month of May’19, putting all uncertainty to an end on the external front.
The staff level agreement of USD 6.2 billion was reached for a period of three years.
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The headline inflation as represented by Consumer Price Index (CPI) accelerated to an average of 7.3
per cent in FY19 compared to 3.9 per cent in the last year. Higher utility tariffs particularly a hike in gas
prices (up approximately 64 per cent YoY) and increased petroleum prices (up approximately 23 per
cent YoY) contributed to the rise in inflation. The Regulator allowed for adjustments in utility tariffs as
Government eliminated the subsidies, while petroleum prices were adjusted after PKR depreciated by
more than 30 per cent against USD during the year. Similarly, the lagged impact of PKR depreciation
resulted in more pronounced inflation in the second half which increased to an average of 8.6 per cent,
compared to 6.0 per cent withessed in the first half of the fiscal year. In order to control inflation and
bring stability to the macroeconomic imbalances, the Central Bank continued its monetary tightening
and increased the interest rates by 575 basis points (bps) during the course of the year.

Fiscal books of the Government continued to deteriorate, with the fiscal deficit reaching an
unprecedented 8.9 per cent of the GDP. Total revenue declined by 6 per cent during the year, marred by
a sharp drop in non-tax revenue of 44 per cent during the period. Surplus profitability from SBP
collapsed to nearly zero, after Central Bank recorded massive exchange losses due to currency
devaluation. Tax collection also remained dismal as YoY collection remained flat, owing to
tax exemptions announced in the last budget and a weak economy. On the other hand, total
expenditures increased by 11 per cent, despite a 25 per cent cut in development spending. The
increase in expenditures was propelled by a surge in current expenditures, particularly as the debt
servicing costs escalated by 40 per cent YoY due to increase in interest rates. Government relied on
domestic sources to fund its deficit, as financing from external sources (Multilateral agencies) dried up
since IMF program was not available during the most part of the year. Within the domestic channel,
the Government relied heavily on Central Bank borrowing as nearly 70 per cent of the borrowing out of
PKR 3 trillion was funded through SBP.

On the money market side, the yield curve shifted on upward trajectory after record monetary tightening
by the Central Bank during the fiscal year. SBP cited rising inflation, twin deficits and declining forex
reserves as the prime reasons behind the policy decisions. In the first half of fiscal year, concerns
over external front along with unadjusted policy decisions kept market participants at bay from longer
tenor instruments. However, by the end of the fiscal year as the policy adjustments were fully in place,
market participants drew much comfort which resulted in a massive demand for longer tenor bonds. In
fact, the yield curve turned inverted as 10 Year Pakistan Investment Bonds (PIB’s) traded at much
lower level compare to short term security papers.

During the year, SBP persistently tried to develop the market for floating rate bonds by conducting
regular auctions. The Central Bank accepted a cumulative amount of PKR 714 billion at a credit spread
of 70-75 bps over base rate (6M T-bill yield). On the other hand, the Government matured PKR
314 billion of ljara Sukuks causing a dearth of Shariah Compliant avenues. However, to fund the circular
debt, SBP introduced Pakistan Energy SUKUK amounting to PKR 200 billion exclusively for Islamic
Banks at 80 bps premium over base rate. Nevertheless, liquidity position throughout the period
remained comfortable owing to regular Open Market Operations (OMOs) conducted by SBP.

Equities Market Review

The KSE-100 index continued its descent and lost approximately 19.1 per cent during the year.
Economic slowdown and a delay in policy actions vitiated the investment atmosphere and resulted
in crisis of confidence. Foreign participants reduced their equity exposure for most part of the year amidst
uncertainty on external front. Alongside, a weak economic environment and a rise in interest rates
resulted in outflow from local equity based mutual funds. Foreigners dumped USD 362 million of
equities followed by USD 146 million from mutual funds. The selling was primarily absorbed by

MCB - Arif Habib Savings and Investments Limited Annual Report 2019




DIRECTORS’ REPORT

individuals (approximately USD 166 million), insurance companies (approximately USD 150 million)
and Companies (approximately USD 111 million). Trading volumes remained low during the
year averaging around 154 million shares representing a decline of approximately 11.5 per cent YoY.

Amongst the major sectors; refineries, oil marketing companies, automobiles and cements were among
the laggards losing approximately 57 per cent, 42 per cent, 33 per cent, and 32 per cent respectively.
While these sectors bore the brunt of economic slowdown, exchange losses and margin compression
added fuel to the fire causing a huge slump in their earnings. On the flip side, commercial banks out-
performed the index as they lost only approximately 12 per cent against market fall of approximately 19
per cent. Mid sized quality banks lead the pack as Net Interest Margins’ (NIMS) expansion brought ina
massive growth in earnings.

KSE-100 stood at a forward Price/Earnings (P/E) ratio of 6.4 times at the end of FY19. It started with a
P/E of 9.5 times at the start of year. While the earnings growth of index remained robust at 10 per cent
during the last year as the index heavy weights benefitted from the macroeconomic theme (higher
interest rates and PKR depreciation); the fall in the index is explained by the massive de-rating owing to
the weak appetite for risk assets during the year.

MARKET & ECONOMY - FUTURE OUTLOOK

Policy adjustments by the Central Bank will result in macroe conomic consolidation thus restricting the
economic growth in low single digits. IMF forecasts Pakistan GDP growth to slow down to 2.5 percent
in FY20, in the wake of tightening policies pursued by the Government. Industrial growth will remain
muted particularly for the import-driven consumption based sectors. However, export driven industrial
companies can provide some respite as the Government has incentivized the above, while increased
power supply also eliminates bottleneck for them.

Balance of Payment worries are over for now as current account deficit has adjusted to reasonable
level since the policy actions taken by the Central bank. The beginning for the year has been very
promising as CAD for July’19 shrank to USD 600 million approximately, compared to USD 2,000
million approximately seen during the same period of last year. Our forecast at very conservative
assumptions is that CAD will settle at 2.7 per cent of GDP. We have assumed crude oil prices at USD
70/BBL, which are currently hovering near USD 60/BBL. After signing up for an IMF program, Pakistan
will be able to finance its gross finance requirements by tapping into international avenues. Saudi
deferred oil facility will also provide a short term buffer to foreign exchange reserves. We expect foreign
exchange reserves to increase to approximately USD 13 billion (up 1.8 times) by the end of the current
fiscal year. With PKR aligned to its equilibrium levels (Jun’19 REER at 91) and current account deficit in
a sustainable range, PKR should now depreciate nominally based on its historical average.

Inflation is expected to pick up to an average of 11.7 per cent in FY20 compared to 7.3 per cent
witnessed during the last year. Multiple reason are attributed for the surge in inflation. Firstly, the
Government is aiming to recover the full cost of utilities resulting in the price adjustment of utilities.
Secondly, tax exemptions provided to multiple industries have been withdrawn causing a hike in prices.
Finally, we have assumed PKR to be north of 170 against USD by the end of fiscal year, while crude oil
is assumed at USD 70/BBL which will keep the overall CPI high. Nevertheless, we expect core inflation
as represented by Non Food Non Energy (NFNE) to average below 10.0 per cent for the year. We
deem that current real interest rate is sufficient to cater for the expected inflation, therefore, in general
we do not expect any further increase in interest rates. However, more than expected inflation and any
deterioration in fiscal accounts can result in modest tightening in the monetary policy.
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On the fiscal side, the Government is aiming to limit fiscal deficit at 7.4 per cent of GDP for the year.
While the final target for fiscal deficit can evolve, nevertheless, it has to meet the primary condition of
IMF for limiting the primary deficit at 0.6 per cent of GDP. For this purpose, FBR is targeting an

ambitious tax collection of PKR 5.5 ftrillion (up 35 per cent YoY). The budget presented in the

parliament proposed PKR 600-700 billion of tax measures, while the remaining amount was kept
contingent on FBR efforts and economic growth. On the expenditure side, the Government is aiming for
austerity measures, however, it is aiming for an expansionary Public Sector Development

Program (PSDP) of PKR 1.7 trillion (up 40 per cent YoY). We believe the tax collection target to be
highly optimistic and expect a shortfall of PKR 300-400 billion approximately. As a result, the axe can

fall on the development spending.

In broader terms, we believe, the last two years market performance (down approx. 45 per cent from
peak levels) has reflected the concerns on political and economic direction & also reflected in
performance of cyclical stocks where correction in stock prices is even sharper. We continue to
reiterate our stance that current levels offer very attractive levels for long term investors with very little
downside potential. We believe upside in stocks shall unveil only gradually as confidence reigns back
and economic policies shape the outlook in the expected manner. Therefore, going forward, stocks offer
long term investment opportunity with rewards for patient investors. We continue to track trends in the
economic indicators of the Country and adjust our portfolio accordingly.

Our overall strategy is still tilted towards defensive sectors (E&P’s, Power, Fertilizers) while sector
which will benefit from changing dynamics on macro front such as rising interest rates (commercial
banks) are also overweight. In addition to that, Government’s strong focus on reviving exports should
provide a boost to the outlook of export oriented sectors such as textiles & information technology (IT).
Despite being negative on cyclicals, we believe there are distressed assets and quality companies
which should be looked into as they have a tendency to provide abnormal returns.

MUTUAL FUND INDUSTRY REVIEW

The Net Assets of the open end mutual fund industry reduced by 9.1 per cent to approximately PKR
513 billion at the end of FY19. Money market funds garnered the most attention after interest rates
were increased by 575 bps during the year. Total money market funds grew by 22 per cent YoY to PKR
160 billion. Within the money market sphere, Shariah Compliant Funds dominated as they grew by
approximately 220 per cent to PKR 29 billion. With a weak macroeconomic environment, the appetite
for risk assets continued to fade away. Equity and related funds declined by 26 per cent from PKR 332
billion to PKR 247 billion by the end of the year. While most of the decline can be attributed to a market
decline (down 19 per cent YoY), nevertheless, redemptions and conversions into less risky funds also
contributed the fall of AUM's.

In terms of the segment share, Equity and Equity related funds continued to be the leader with a share
of around 48 per cent, followed by Money Market funds with a share of 31 per cent and Income fund
shaving a share of 20 per cent as at the end of FY19.

MUTUAL FUND INDUSTRY OUTLOOK

In the wake of increase in interest rates and high absolute returns, fixed income funds will continue to
garner attention over the short to medium term. Interest in equity space would be contingent on how the
Government tackles the economy, bringing the confidence back into the markets.
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COMPANY'S PERFORMANCE REVIEW

During the year, the core revenues of the Company incre ased by about 4 per cent and compared to last
year, the Company recorded a gross management/ investment advisory fee of Rs. 730 million from
Rs. 702 million. However, valuation losses and recording of non-recurring items due to adoption of
Accounting Standards or due to strategic business decisions, majorly discussed below, the Company
earned a profit before tax of Rs. 85 million. The net profit after tax for the year amounts to Rs. 24
million, as compared to Rs. 124 million for the corresponding year ended June 30, 2018. With
increased interest rates and expected better performance of the Stock Exchange in this year, we
expect the assets under management to grow further going forward contributing to the revenue growth
and profitability.

The earnings per share of current financial year ended June 30, 2019 is Re. 0.34 as compared to
Rs. 1.72 per share in the previous financial year ended June 30, 2018.

The overall investments remained almost equally split in Equity and Fixed Income Funds. Returns on
Fixed Income portion remained stable at close to 9.9 per cent (gross of management fee); however,
negative return of 14.8 per cent on equity portion resulted in negative return for the Financial Year
2018-2019. During the financial year ended June 30, 2019, due to uncertainty in politics, the equity
market hasdeclined. Therefore, the management has made a loss of Rs. 67 million from investments.

We expect forward returns in excess of 15 per cent (dividend yield + nominal earnings growth) even
without any re-rating, which perhaps cannot be underplayed given historic low valuations. Since the
management is hopeful that the market would improve in the current year, our long term view continues
to remain positive.

Moreover, with respect to our investment in Income Funds and Money Market Funds, the management
believes that with higher interest rates, our fixed income funds portfolio would likely yield above 12
per cent.

Further, the Company is shifting or is in the process of shifting the Head Office and some of its branches
which has resulted in recognition of losses during the current financial year.

Furthermore, ‘IFRS 9 — Financial Instruments’ which replaces IAS 39, has brought in certain
fundamental changes in the accounting for financial assets. The adoption of the IFRS 9, from the
current financial year, has resulted in routing of unrealized equity loss suffered by the Company on
investment in pension funds through ‘Statement of Profit or Loss’ which was earlier classified in the
‘Statement of Comprehensive Income’. Had the IFRS 9 not been adopted, the Income Statement would
have been higher by 33.8 million whereas, Other Comprehensive Income would have been lower by
same amount and the EPS would have increased by Re. 0.47.

The Board has proposed a final dividend of 13.5 per cent (Rs. 1.35 per share) for the year ended
June 30, 2019 as compared to 17.5 per cent (Rs. 1.75 per share) for the year ended June 30, 2018.

The Board of Directors of the Company has an overall responsibility to ensure that internal financial
controls system of the Company is adequate and & operating effectively.

The value of investment of employees in pension funds is Rs. 40,186,537 as per the audited financial
statements for the year ended June 30, 2019 (Rs. 27,222,357 for the year ended June 30, 2018).
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PRINCIPAL RISKS AND UNCERTAINTIES

Assets under management (AUM) which is the life blood of asset management industry has shown
mediocre growth in the past. This relates to poor savings trend in the society on one hand and
averseness of general public from documentation on the other. Corporate, being a financially educated
sector, is more inclined towards mutual fund investments as compared to general public. To attract new
clients in this highly competitive Industry, Asset Management Companies (AMCs) have introduced
online solutions. All these solutions have substantial costs to develop and maintain while the demand
for delivery of superior returns is not allowing increment in management fee. Thus, this continues to put
pressure on margins of Asset Management Companies (AMCs). To cover up expenses and being
profitable, the only remedy is high volume of investments. To make up for the slow growth in the
Industry, Asset Management Companies (AMCs) are striving hard on tapping discretionary portfolio
management accounts.

Government has become cautious on issues relating to Know Your Customer (KYC) requirements to
cope up Anti Money Laundering (AML) and Combating the Financing of Terrorism (CFT). This puts high
responsibility on Asset Management Companies (AMCs) to carefully perform Customer Due Diligence
(CDD) as breach of these Regulations might attract heavy penalties. This increases regulatory risk for
Asset Management Companies (AMCs) and MCBAH is committed to ensuring compliance of these
very demanding but necessary regulations.

The Company has successfully launched the PayPak Debit Card. By this MCBAH has once again
became the first AMC of Pakistan to have its own Debit card. With the launch of Debit Card, the
Company may be prone to online frauds. However, since this Card can only be used within Pakistan
and cannot be used for online transactions, the risk has been substantially reduced. Moreover, Plastic
Card Insurance has also been obtained to minimize the Company’s exposure.

Pakistan has been facing political turmoil, corruption and terrorism for quite some time which has
taken heavy toll on the economic growth of Country. The economic instability on the back of these
factors and adhoc policies have made the environment murky, which is reflected in burgeoning local
and foreign debt, big current account deficit, declining FDI, depleting reserves higher interest rates and
currency devaluation. This bleak economic environment which deter both foreign and local investors for
accepting high risk and persuade them to take shelter in safe heavens could also hamper growth of
asset management business.

Further; there have not occurred any significant changes during the financial year concerning the
nature of the business of the Company or any other company in which the Company has interest.

CORPORATE SOCIAL RESPONSIBILITY AND IMPACT ON ENVIRONMENT

During the year under review, there were couple of small Corporate Social Responsibility (CSR)
activities undertaken by the Company at ‘Dar-us-Sukoon’ and ‘Ra’na Liaquat Craftsmen Colony’ to
celebrate the International Children’s Day and International Women’s Day respectively. Further, the
Company believes that its business has no adverse impact on the environment and with the increased
use of technology and introduction of online portal - iSave, the Company is focusing on reduction of the
use of paper.

ENTITY RATING AND ASSET MANAGER RATING

The Pakistan Credit Rating Agency Limited (PACRA) has assigned an asset manager rating of “AA-",
to the Company. The Ratings of the Collective Investment Schemes under management of the
Company are as under:
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As at June 30, 2019 As at June 30, 2018

Stability rating---------====-=----- Rating

agency

Pakistan Cash Management Fund AA + (f) AA + (f) PACRA
Pakistan Income Fund A+ (f) A+ (f) PACRA
MCB Pakistan Sovereign Fund AA- (f) AA- () PACRA
Pakistan Income Enhancement Fund A+ (f) A+ (f) PACRA
MCB DCF Income Fund AA- (f) A+ (f) PACRA
MCB Cash Management Optimizer AA + (f) AA + (f) PACRA
Alhamra Islamic Income Fund AA - (f) AA - (f) PACRA

The Mutual Funds Association of Pakistan (MUFAP) is executing the Performance of the Mutual Funds
on the basis of Mutual Funds’ returns. MCBAH has assumed the performance ranking of MUFAP for its
equity based Collective Investments Schemes.

HOLDING COMPANY

MCB Bank Limited, being the parent company of MCB-Arif Savings and Investments Limited, holds
51.33 per cent of the outstanding ordinary shares of the Company.

CORPORATE GOVERNANCE

As at June 30, 2019, seven (7) members (Male: 7 and Female: 0) were on the Board of Directors of the
Company, the details of which are as under:

Sr. No. Name Status Membership in other Board Committees
1. Mian Muhammad Mansha Non-Executive Director None
2. Mr. Nasim Beg Non-Executive Director (i) Audit Committee,
(i) Risk Management Committee; and
(iii) HR&R* Committee
3. Mr. Ahmed Jahangir Non-Executive Director (i) Audit Committee,
(i) Risk Management Committee; and
(iii) HR&R* Committee
4. Mr. Samad A. Habib Non-Executive Director None
5. Mr. Haroun Rashid Independent Director (i) Audit Committee (Chairman),and
(i) HR&R* Committee
6. Mr. Mirza Qamar Beg Independent Director (i) Audit Committee,
(i) Risk Management Committee (Chairman); and

(iii) HR&R* Committee (Chairman).

7. Mr .Muhammad Sagib Saleem Chief Executive Officer HR&R* Committee

*

HR&R stands for Human Resource and Remuneration

Subsequent to the year end, on September 4, 2019, Syed Savail Meekal Hussain has been appointed
as Director of the Company (subject to SECP approval) due to casual vacancy arising on the Board
with the resignation of Dr. Syed Salman Ali Shah on June 10, 2019.

The Company is committed to implement highest standards of corporate governance. With seven (7)
Non-Executive Directors including three (3) Independent Directors on the Board, including the newly

appointed Syed Savail Meekal Hussain, as a governing body of the Company, the Board is accountable
to the shareholders for good corporate governance.
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The Management is continuing to comply with the provisions of best practices set out in the code of
corporate governance particularly with regard to independence of Non-Executive Directors. The
Company remains committed to conduct business in line with listing regulations of Pakistan Stock
Exchange, which clearly defines the role and responsibilities of Board of Directors and Management.
The following specific statements are being given to comply with the requirements of the Code of
Corporate Governance:

a.

Financial statements prepared by the management of the Company, present fairly its state of
affairs, the results of operations, cash flows and changes in equity;

Proper books of accounts of the Company have been maintained;

Appropriate accounting policies have been consistently applied in the preparation of financial
statements and accounting estimates are based on reasonable and prudent judgment;

International Financial Reporting Standards, as applicable in Pakistan have been followed in the
preparation of financial statements and any departures there from have been adequately
disclosed and explained;

The system of internal control is sound in design and has been effectively implemented and
monitored with ongoing efforts to improve it further;

There are no doubts what so ever upon the Company’s ability to continue as going concern;

There has been no material departure from the best practices of Corporate Governance
including those detailed in the listing regulations;

Key operating and financial data of the last 6 years in summarized form is annexed,;

Outstanding taxes, duties, levies and charges have been fully disclosed in the annexed
audited financial statements; for details please refer note 18.1, 18.2 & 19;

The management of the Company is continuously making efforts to ensure that an effective and
efficient internal financial controls system remains active and implemented through consistent
and continuous monitoring. Internal Audit Department of the Company is performing audit and
review activities to evaluate the implementation of financial controls and ensure the existence of
an effective control environment throughout the Company. During the year, significant
and material findings of Internal Auditors, External Auditors and Regulators were addressed on
a priority basis by the Management and the status was regularly reported to the Audit Committee
of the Board. Based upon the results achieved from reviews and audits conducted during the
year, the Board of Directors considers that the existing internal financial control system
is adequate and has been effectively implemented and monitored, though room for improvement
always exists;

As at June 30, 2019, the Company is in compliance with the requirement of Directors’ Training
Program, as contained in Regulation No. 20 of the Code;

The Directors’ Remuneration Policy (The Policy) was approved by the Board of Directors in their
144™ meeting held on September 14, 2018. The main features of the Policy are as under:
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(i) With effect from September 14, 2018 each non-executive director will be paid a
sum of rupees seventy five thousand (75,000) for attending the Board meeting /
meetings of committees of the Board;

(i) The Vice Chairman of the Board is entitled to certain perks and perquisites on
account of the additional responsibilities, which have been disclosed in
the annexed audited financial statements, for details please refer note 32;

(iii) Payment for any extra services shall not be made to any executive director.
However, if a non-executive director performs any special services, the
remuneration of the same will be pre-decided by the Board and in the absence of
the quorum, by the general meeting of members of the Company;

(iv) Remuneration to executive director(s) shall be decided by the Board on
recommendation of the Human Resource and Remuneration Committee based
on the role and responsibilities of the executive director and shall reflect the
individual’s roles, experience and responsibilities; and

(V) Non-executive directors are not covered under any post retirement scheme of the
Company.

m. The detailed pattern of shareholding as on June 30, 2019 is annexed;

n. A formal and effective mechanism is put in place for an annual evaluation of the Board’s own
performance, members of the Board and Committees of the Board;

0. During the year, a Company maintained car was sold to the Vice Chairman at a price of
Rs. 1,413,590 having nil book value. There are no other contracts or arrangements entered into
with any of the related parties requiring disclosure under section 208 of the Companies Act,
2017,

p. Meeting of the Directors

During the year, eight (8) meetings of the Board of Directors were held. The attendance of each
Director is as follows:

Number of meetings
Number
Name of Directors of
meetings | Attendance Attended Leave
held required granted
1. Mian Muhammad Mansha 8 8 2 6
2. Mr. Nasim Beg 8 8 8
3. Dr. Syed Salman Ali Shah * 8 6 6 -
4. Mr. Haroun Rashid 8 8 5 3
5. Mr. Ahmed Jahangir 8 8 8 -
6. Mr. Samad A. Habib 8 8 6 2
7. Mr. Mirza Qamar Beg 8 8 8 -
8 Mr. Muhammad Saqib Saleem (CEO) 8 8 8 )

*Dr. Syed Salman Ali Shah resigned from the Board effective June 10, 2019
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g. Meetings of the Audit Committee

During the year, nine (9) meetings of the Audit Committee were held. The attendance of each
members is as follows:

Number of meetings
Number
of
Name of Members meetings Attenqance Attended Leave
held required granted
1. Mr. Haroun Rashid (Chairman) 9 9 7 2
2. Mr. Ahmed Jahangir 9 9 9 -
3. Mr. Nasim Beg 9 9 9 -
4, Mr. Mirza Qamar Beg 9 9 9 -

r. Meetings of the Human Resource and Remuneration Committee

During the year, one (1) meeting of the Human Resource and Remuneration Committee was
held. The attendance of each member is as follows:

Number of meetings

Number
Name of Members of Attendance Attended Leave
meetings required ende granted

Dr. Syed Salman Ali Shah (Chairman)* 1
Mr. Nasim Beg 1
Mr. Ahmed Jahangir 1
Mr. Haroun Rashid 1
Mr. Muhammad Sagib Saleem (CEOQ) 1

arwN-=

_ A A A

_ A A A
1

*  Dr. Syed Salman Ali Shah resigned from the Board effective June 10, 2019 and Mr. Mirza
Qamar Beg was included as a member and also appointed as Chairman of the Committee.

s. Meeting of the Risk Management Committee

During the year, one (1) meeting of the Risk Management Committee was held. The attendance
of each Members is as follows:

Number of meetings
Number
Name of Members of Attendance Attended Leave
meetings required granted
1. Mr. Mirza Qamar Beg (Chairman) 1 1 1 -
2. Mr. Nasim Beg 1 1 1 -
3. Mr. Ahmed Jahangir 1 1 1 -
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AUDITORS

The present auditors, M/s KPMG Taseer Hadi & Co., Chartered Accountants, have completed their
engagement for the year ended June 30, 2019 and shall retire on the conclusion of the 19" Annual
General Meeting.

The Audit Committee considered and recommended the re-appointment of M/s KPMG Taseer Hadi & Co.
Chartered Accountants as statutory auditors of the Company for the year ending June 30, 2020 and the
Board of Directors also endorsed the recommendation of the Audit Committee to comply with the
requirements of Code of Corporate Governance.
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The Board of Directors of the Management Company is thankful to the Securities and Exchange
Commission of Pakistan, the management of the Pakistan Stock Exchange Limited for their continued
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For and on behalf of Board

oy Y
Muhammad Saqib Saleem Nasim Beg

Chief Executive Officer Director and Vice Chairman
September 13, 2019.
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PATTERN OF SHAREHOLDING

AS AT JUNE 30, 2019
Categories of Shareholders Shareholders  Shares Held Percentage
Directors and their spouse(s) and minor children
MR. NASIM BEG 3 26,322 0.04
MIAN MOHAMMAD MANSHA 1 500 0.00
MR. MUHAMMAD SAQIB SALEEM 1 500 0.00
MIRZA QAMAR BEG 1 500 0.00
HAROUN RASHID 1 500 0.00
AHMED JAHANGIR 1 500 0.00
ABDUS SAMAD 2 504 0.00
Associated Companies, undertakings and related parties
MCB BANK LIMITED - TREASURY 36,956,768 51.33
ARIF HABIB CORPORATION LIMITED 21,664,167 30.09
ADAMIJEE INSURANCE COMPANY LIMITED 5,462,000 7.59
Executives - - -
Public Sector Companies and Corporations 1 70 0.00
Banks, development finance institutions, non-banking finance companies,
insurance companies, takaful, modarabas and pension funds 1 11,470 0.02
Mutual Funds
CDC - TRUSTEE NIT-EQUITY MARKET OPPORTUNITY FUND 1 900,000 1.25
General Public
a. Local 850 3,133,136 4.35
b. Foreign 1 4 0.00
Foreign Companies 1 2,961,000 411
Others 13 882,059 1.23
Totals 881 72,000,000 100.00
Share holders holding 5% or more Shares Held Percentage
MCB BANK LIMITED - TREASURY 36,956,768 51.33
ARIF HABIB CORPORATION LIMITED 21,664,167 30.09
ADAMIJEE INSURANCE COMPANY LIMITED 5,462,000 7.59
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PATTERN OF SHAREHOLDING
AS AT JUNE 30, 2019

No. of Shareholders Shareholdings' Slab Total Shares Held
281 1 to 100 3,972
116 101 to 500 37,197
201 501 to 1000 135,814
183 1001 to 5000 400,550
36 5001 to 10000 287,987
19 10001 to 15000 238,527
13 15001 to 20000 244,500

4 20001 to 25000 88,938

3 25001 to 30000 87,500

1 30001 to 35000 35,000

2 35001 to 40000 75,500

1 40001 to 45000 42,500

1 50001 to 55000 52,900

3 55001 to 60000 176,800

2 75001 to 80000 154,880

1 90001 to 95000 92,000

1 110001 to 115000 111,000

1 125001 to 130000 128,000

1 160001 to 165000 165,000

1 180001 to 185000 183,500

1 195001 to 200000 200,000

1 220001 to 225000 225,000

1 225001 to 230000 227,000

1 325001 to 330000 330,000

1 330001 to 335000 332,000

1 895001 to 900000 900,000

1 2960001 to 2965000 2,961,000

1 5460001 to 5465000 5,462,000

1 21660001 to 21665000 21,664,167

1 36955001 to 36960000 36,956,768
881 72,000,000
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STATEMENT OF COMPLIANCE WITH

LISTED COMPANIES (CODE OF CORPORATE GOVERNANCE) REGULATIONS, 2017

The Company has complied with the requirements of the Regulations in the following manner:

1.

10.

1.

As at June 30 2019, the total number of directors are seven as per the following:
(a) Male: 7
(b) Female: 0

As at June 30 2019, the composition of Board is as follows:
(a) Independent Directors: 2
(b) Other Non-executive Directors: 4
(c) Executive Directors (CEO): 1

The Directors have confirmed that none of them is serving as a director on more than five listed
companies, including this Company (excluding the listed subsidiaries of listed holding companies
where applicable).

The Company has prepared a Code of Conduct and has ensured that appropriate steps have been
taken to disseminate it throughout the company along with its supporting policies and procedures.

The Board has developed a vision/mission statement, overall corporate strategy and significant
policies of the Company. A complete record of particulars of significant policies along with the dates
on which they were approved or amended has been maintained.

All the powers of the Board have been duly exercised and decisions on relevant matters have been
taken by Board/ Shareholders as empowered by the relevant provisions of the Act and these
Regulations.

The meetings of the Board were presided over by the Chairman and, in his absence, by a director
elected by the Board for this purpose. The Board has complied with the requirements of Act and the
Regulations with respect to frequency, recording and circulating minutes of meeting of Board.

The Board of directors has a formal policy and transparent procedures for remuneration of Directors
in accordance with the Act and these Regulations.

The Board has arranged Directors’ Training Program for the following:

Name of Director Status
Mr. Ahmed Jahangir Non-Executive Director
Mr. Samad A. Habib Non-Executive Director
Mr. Mirza Qamar Beg Independent Director
Mr. Muhammad Saqib Saleem Chief Executive Officer

The Board has approved appointment of Chief Financial Officer, Company Secretary and Head of
Internal Audit, including their remuneration and terms and conditions of employment and complied
with relevant requirements of the Regulations.

Chief Financial Officer and Chief Executive Officer have duly endorsed the financial statements
before approval of the Board.
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STATEMENT OF COMPLIANCE WITH
LISTED COMPANIES (CODE OF CORPORATE GOVERNANCE) REGULATIONS, 2017

12. The Board has formed committees comprising of members given below:

(a)Audit Committee

Name of Director Status
Mr. Haroun Rashid Chairman
Mr. Ahmed Jahangir Member
Mr. Nasim Beg Member
Mr. Mirza Qamar Beg Member

(b)Human Resource and Remuneration Committee

Name of Director Status
Mr. Mirza Qamar Beg Chairman
Mr. Haroun Rashid Member
Mr. Ahmed Jahangir Member
Mr. Nasim Beg Member
Mr. Muhammad Saqib Saleem (CEO) Member

(c) Risk Management Committee

Name of Director Status
Mr. Mirza Qamar Beg Chairman
Mr. Ahmed Jahangir Member
Mr. Nasim Beg Member

13. The terms of reference of the aforesaid Committees have been formed, documented and advised to

the Committee for compliance.

14. The frequency of meetings of the committees was as per following:

(a) Audit Committee:Minimum quarterly meetings of the Audit Committee were held, the details of

which are as under:

Sr. No. Particulars of Meeting Date of Meetings
1. 18t meeting of the Committee for the year September 12, 2018
2, 2"meeting of the Committee for the year September 13, 2018
3. 39 meeting of the Committee for the year October 17, 2018
4, 4" meeting of the Committee for the year October 18, 2018
5. 5" meeting of the Committee for the year February 14, 2019
6. 6" meeting of the Committee for the year February 15, 2019
7. 7" meeting of the Committee for the year April 17,2019
8. 8" meeting of the Committee for the year April 18, 2019
9. 9" meeting of the Committee for the year May 17, 2019
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STATEMENT OF COMPLIANCE WITH

LISTED COMPANIES (CODE OF CORPORATE GOVERNANCE) REGULATIONS, 2017

(b) Human Resource and Remuneration Committee: The HR&R Committee met once during the

year, the details of which are as under:

Sr. No. Particulars of Meeting Date of Meetings
1. 15" meeting of the Committee September 14,
2018

(c) Risk Management Committee:The Risk Management Committee met once during the year,

15.

16.

17.

18.

18.

the details of which are as under:

Sr. No. Particulars of Meeting Date of Meetings
1. 18t meeting of the Committee September 24,
2018

The Board has set up an effective Internal Audit function which is considered suitably qualified and
experienced for the purpose and is conversant with the policies and procedures of the Company.

The Statutory Auditors of the Company have confirmed that they have been given a satisfactory
rating under the quality control review program of the ICAP and registered with Audit Oversight
Board of Pakistan, that they or any of the partners of the firm, their spouses and minor children do
not hold shares of the Company and that the Firm and all its Partners are in compliance with
International Federation of Accountants (IFAC) guidelines on code of ethics as adopted by the
ICAP.

The Statutory Auditors or the persons associated with them have not been appointed to provide
other services except in accordance with the Act, these regulations or any other regulatory
requirement and the Auditors have confirmed that they have observed IFAC guidelines in this
regard.

The Company is following the requirements and regulations laid down in section 208 of the
Companies Act, 2017 except for the definition of “Related Party”, compliance of which is dependent
on the clarification from Securities and Exchange Commission of Pakistan. The Company has
presented the details of all related party transactions as disclosed in the financial statements before
the Audit Committee and upon their recommendation to the Board for review and approval.

We confirm that all other requirements of the Regulations have been complied with.

vamels

MIAN MUHAMMAD MANSHA
Chairman — Board of Directors
MCB-Arif Habib Savings & Investments Limited
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REVIEW REPORT TO THE MEMBERS STATEMENT OF COMPLIANCE WITH
LISTED COMPANIES (CODE OF CORPORATE GOVERNANCE) REGULATIONS, 2017

kPG

KPMG Taseer Hadi & Co.

Chartered Accountants

Sheikh Sultan Trust Building No. 2, Beaumont Road
Karachi 75530 Pakistan

+92 (21) 35685847, Fax +92 (21) 35685095

INDEPENDENT AUDITOR’S REVIEW REPORT
To the members of MCB Arif Habib Savings and Investments Limited

Review report on the Statement of Compliance contained in Listed Companies
(Code of Corporate Governance) Regulations, 2017

We have reviewed the enclosed Statement of Compliance with the Listed Companies
(Code of Corporate Governance) Regulations, 2017 ("the Regulations”) prepared by
the Board of Directors of MCB Arif Habib Savings and Investments Limited ("“the
Company”) for the year ended 30 June 20182 in accordance with the requirements of
regulation 40 of the Regulations.

The responsibility for compliance with the Regulations is that of the Board of Directors
of the Company. Qur responsibility is to review whether the Statement of Compliance
reflects the status of the Company’s compliance with the provisions of the
Regulations and report if it does not and to highlight any non-compliance with the
reguirements of the Regulations. A review is limited primarily to inquiries of the
Company's personnel and review of various documents prepared by the Company to
comply with the Regulations.

As a part of our audit of financial statements we are required to obtain an
understanding of the accounting and internal control systems sufficient to plan the
audit and develop an effective audit approach. We are not required to consider
whether the Board of Directors’ statement on internal control covers all risks and
controls or to form an opinion on the effectiveness of such internal controls, the
Company's corporate governance procedures and risks.

The Regulations require the Company to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for their
review and approval, its related party transactions and also ensure compliance with
the requirements of section 208 of the Companies Act, 2017. We are only required
and have ensured compliance of this requirement to the extent of the approval of the
related party transactions by the Board of Directors upon recommendation of the Audit
Committee. We have not carried out procedures to assess and determine the
Company's process for identification of related parties and that whether the related
party transactions were undertaken at arm'’s length price or not.
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REVIEW REPORT TO THE MEMBERS STATEMENT OF COMPLIANCE WITH
LISTED COMPANIES (CODE OF CORPORATE GOVERNANCE) REGULATIONS, 2017

kPG

KPMG Taseer Hadi & Co.

Based on our review, nothing has come to our attention which causes us to believe
that the Statement of Compliance does not appropriately reflect the Company’s
compliance, in all material respects, with the requirements contained in the
Regulations as applicable to the Company for the year ended 30 June 2019.

ket ooty R

KPMG Taseer Hadi & Co.
Chartered Accountants
-Karachi

Date: 27 September 2019
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FINANCIAL & BUSINESS HIGHLIGHTS

2014 2015 2016 2017 2018 2019
Pre tax Margin % 41 51 46 36 27 12
Net Margin % 31 36 31 25 17 3
Performance
Return on assets % 11 14 11 9 6 1
Return on equity % 12 19 15 13 8 2
Leverage
Gearing (T-Debt:Equity) times 0.19 0.34 0.40 0.43 0.43 0.40
Interest Coverage Ratio times N/A 65.03 770.06 474 .94 479.53 20.75
Liquidity
Current Ratio times 417 2.63 2.38 2.08 2.09 2.16
Valuation
Earnings per share Rs. 2.54 3.87 3.32 2.81 1.72 0.34
No. of ordinary shares (no. in millions) 72 72 72 72 72 72
Historical trend
Management fee (Rs. in million) 511 640 704 664 702 731
Operating profit [PBIT] (Rs. in million) 239 399 350 287 197 89
Profit before tax (Rs. in million) 239 393 350 286 197 85
Profit after tax (Rs. in million) 183 279 239 202 124 24
Share capital (Rs. in million) 720 720 720 720 720 720
Shareholders equity (Rs. in million) 1,354 1,505 1,549 1,580 1,568 1,462
Total assets (Rs. in million) 1,608 2,019 2,174 2,264 2,244 2,044
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AUDITOR’S REPORT TO THE MEMBERS

KPMG Taseer Hadi & Co.

Chartered Accountants

Sheikh Sultan Trust Building No. 2, Beaumont Road
Karachi 75530 Pakistan

+92 (21) 35685847, Fax +92 (21) 35685095

INDEPENDENT AUDITORS’ REPORT
To the Members of MCB Arif Habib Savings and Investments Limited
Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of MCB Arif Habib Savings and
Investments Limited ("the Company "), which comprise the statement of financial
position as at 30 June 2019, and the statement of profit or loss, the statement of
comprehensive income, the statement of changes in equity, the statement of cash
flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting pclicies and other explanatory information, and we
state that we have obtained all the information and explanations which, to the best of
our knowledge and belief, were necessary for the purposes of the audit.

In eur opinion and to the best of our information and according to the explanations
given to us, the statemant of financial pasition, the statement of profit or loss, the
statement of comprehensive income, the statement of changes in equity and the
statement of cash flows together with the notes forming part thereof conform with
the accounting and reporting standards as applicable in Pakistan and give the
information required by the Companiss Act, 2017 (XIX of 2017], In the manner o
required and respectively give a true and fair view of the state of the Company's
affairs as at 30 June 2019 and of the prefit and comprehensive incame, the changes in
equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs)
as applicable in Pakistan. Our responsibilities under those standards are further
described in the Auditor's Responsibilities for the Audit of the Financial Stalements
section of our report. We are independent of the Company in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants as adopted by the Institute of Chartered Accountants of Pakistan (the
Code) and we have fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained 15 sufficient and
appropriate 1o provide a basis for our oginion.

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most

significance in our audit of the financial statements of the current period. These
matters were addressed in the context of our audit of the financial statements as a
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AUDITOR’S REPORT TO THE MEMBERS

KPMG Taseer Hadi & Co.

whole, and in forming our apinion therecn, and we do not provide a separate opinicn

on these matters.
Following are the Key audit matters:

S. Key audit matters
No.

How the matter was addressed in
our audit

1 Assessing potential impairment of goodwill and management rights

Refer note 3.1.3 and 5.3 to the
financial statements for the
accounting policy and details of
goodwill and management rights
respectively.

As mentioned in note 5.3 to the
financial statements, carrying value of
goodwill and management rights at
30 Jure 2019 amaunted to Rs. 82.1
million and Rs. 192 million
respectively. The Company annually
tests the carrying velues of Goodwill
and management rights having
indefinite useful lives for impairment.

We identified impairment of goadwill
and management rights as a key
audit matter necause of its
significance to the financial
statements, invalvement of
significant degree of judgment and
estimation, particularly in forecasting
future cash flows, the discount rate
applied in calculating the present
value of future cash flows and the
axpected terminal grawth rate
applied 1o the cash flows, all of which
can be inherently uncertain.

Our audit procedures to test the

potential impairment of goodwill and

management rights included the

following:

« Assessing management’s
identification of Cash Generating
unit;

Involved our intarnal valuation
specialist 1o assist in evaluating the
appropriatenass of assumptions
applied to key inputs such as
management remuneration,
operating costs, discount rate and
terminal growth rate, which
included comparing these inputs
with externally derived data as well
as our knowledge of the client and
the industry; and

« Evaluated the adequacy of the
financial staternents disclosures,
including disclosures of key
assumptions, judgments and
sensitivities.

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

Management is responsible for tha othar information. The other infermation
comprises the information included in the Company’'s Annual Report for 2019, but
does not include the financial statements and our auditors' report thereon.
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Our opinion on the financial statements does not cover the other information and we
do not express any form of assurance conclusion thereon.

In connection with aur audit of the financial statements, our responsibility Is to read
the other information and, in doing so, consider whether the Other Information is
materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appears to be raterially misstated.

If, based on the work we have performed, we conclude that there is a material
misstatement of this Other Information, we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of Management and Board of Directors for the Financial
Statements

Management is responsiole for the preparation and fair presentation of the financial
statements in accordance with the accounting and reporting standards as applicable in
Pzkistan and the reguirements of Companies Act, 2017(xIX of 2017) and for such
internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstaterment, whether due to fraud or
error.

In preparing the financial statements, management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
relatad to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

Board of Directors are responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and 1o i3sue an auditor's report that includes our opinion. Reasonable assurance
is & high level of assurance, but is not a guarantee that an audit conducted n
accordance with ISAs as applicable in Pakistan will always datect a material
misstatement when it exists. Misstatements can arise from fraud or error and are
considerad material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these
financial statements,
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As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise

professional judgment and maintain professional skepticism throughout the audit. We
also:

e |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to pravide a
basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intenticnal omissions, misrepresentations, or the override of
internal control.

« Ohbtain an understanding of internal cantrol relevant to the audit in arder to design
audit procedures that are appropriate in the circumetances, but not for the purpese
of expressing an opinion on the effectiveness of the Company’s internal control.

e Evaluate the appropriatenass of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by the management

s Conclude on the appropriateness of management’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether & materizl
uncertainty exists related to events or conditions that may cast significant doubt
on the Company's ability 1o continue as a2 going concern. If we conclude that &
material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosuras in the financial statements or, if such disclosures
are inadeguate, to modify our opinion. Our conclusicns are based on the audit
evidence obtained up to the date of our auditor's report. However, future events
or conditions may cause the Company to cease to continug as a going concern.

= Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with the Board of Directors regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit,

We also provide the Board of Directors with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them
all relationships and other matters that may reasonably be thought to bear an cur
independance, and where applicable, related safeguards,

From the matters communicated with the Board of Directors, we determine those
matters that were of most significance in the audit of the financial statements of the
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current period and are therefore the key audit matters. We describe these matters in
our auditor's report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determing that a matter should
not be communicated in cur report because the adverse conseaquences of doing so
would reasonably be expected to outweigh the public interest benefits of such
communication,

Report on Other Legal and Regulatory Requirements
Based on cur audit, we further report that in cur opinicn:

a) proper books of account have been kept by the Company as required by the
Companies Act, 2017 (XIX of 2017);

b) the statement of financial position, the statement of profit or loss, the statement
of comprehensive income, the statement of changes in equity and the statement
of cash flows together with the notes thereon have been drawn up in conformity
with the Companies Act, 2017 (XIX of 2017) and are in agreement with the books
of accaunt and returns;

¢} investments made, expenditure incurred and guarantees extended during the year
were for the purpose of the Company’s business; and

d) zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVII| of
1980), was deducted by the company and deposited in the Central Zakat Fund
establishad under section 7 of that Crdinance.,

The engagement partner on the audit resulting in this independent auditor’s report is
Amyn Pirani.

7

f
*lkf'{?~7'c Noie g S—

Date: 27 September 2019 KPMG Taseer Hadi & Co.
Chartered Accountants

Karachi
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STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2019

Note 2019 2018
(Rupees)
ASSETS
Non-current assets
Fixed assets 5 384,958,637 400,730,566
Long-term investments 6 486,816,184 520,628,175
Long-term loans and prepayments 7 9,492,144 30,230,650
Long-term deposits 4,487,188 3,089,228
885,754,153 954,678,619

Current assets
Receivable from related parties 8 499,653,341 511,110,119
Loans and advances 9 9,968,368 7,072,270
Deposits, prepayments and other receivables 10 54,802,579 70,206,021
Accrued mark-up 11 181,212 200,207
Short-term investments 12 504,707,388 618,571,508
Advance tax - net of provisions 13 66,090,652 62,495,927
Cash and bank balances 14 23,165,617 19,491,053

1,158,569,157 1,289,147,105
Total assets 2,044,323,310 2,243,825,724
EQUITY AND LIABILITIES
Share capital and reserves
Authorized share capital
72,000,000 (2018: 72,000,000) ordinary shares of Rs. 10 each 720,000,000 720,000,000
Issued, subscribed and paid-up share capital 15 720,000,000 720,000,000
Reserves 742,226,313 847,536,132
Total equity 1,462,226,313 1,567,536,132
LIABILITIES
Non-current liabilities
Deferred tax liability - net 17 42,342,682 54,837,186
Current liabilities
Unclaimed dividend 4,256,938 4,203,632
Trade and other payables 18 535,497,377 617,248,774
Total liabilities 582,096,997 676,289,592
Total equity and liabilities 2,044,323,310 2,243,825,724
CONTINGENCIES AND COMMITMENTS 19

The annexed notes 1 to 43 form an integral part of these financial statements.

-

-,

Director

Chief Executive Officer

Chief Financial Officer
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STATEMENT OF PROFIT OR LOSS ACCOUNT
FOR THE YEAR ENDED 30 JUNE 2019

Revenue

Management fee / investment advisory fee
Processing and other related income
Profit on bank deposits under effective interest method

Dividend income

Realized gain / (loss) on sale of investments - net

Impairment loss on available-for-sale investments

Unrealized (loss) / gain on re-measurement of
investments classified as 'financial assets at fair
value through profit or loss' - net

Expenses

Administrative expenses

Selling and distribution expenses

Financial charges
Workers' welfare fund

Other income

Other expenses

Profit for the year before taxation

Taxation

Profit for the year

Earnings per share - basic and diluted

The annexed notes 1 to 43 form an integral part of these financial statements.

-

Chief Executive Officer

Chief Financial Officer

MCB - Arif Habib Savings and Investments Limited

Note

20

21

22

23
24
25
26

27.1

27.2

28

29

2019 2018
(Rupees)
730,643,339 701,640,243
30,247,466 34,991,097
2,033,039 1,441,811
19,187,924 869,942
6,295,869 (5,212,252)

(73,329,125)

(27,828,966)

10,638,208

715,078,512

716,540,083

(574,940,730)

(458,558,671)

(55,945,950) (96,921,729)
(4,312,957) (410,790)
(3,500,000) (4,081,800)

(638,699,637)  (559,972,990)
76,378,875 156,567,093
10,815,337 40,075,004
(2,028,507) (68,524)
85,165,705 196,573,573

(60,930,309) (72,380,670)
24,235,396 124,192,903

0.34 1.72
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2019

Note 2019 2018
(Rupees)
Profit for the year after taxation 24,235,396 124,192,903
Other comprehensive income for the year
Items that may be reclassified subsequently to profit
or loss
Unrealized loss on re-measurement of
investments classified as 'available-for-sale' 30 - (42,248,274)
Transfer of unrealized loss to profit or loss account on
impairment of available-for-sale investments - 27,828,966
Related deferred tax 17.1 - (2,338,670)
- (16,757,978)
Unrealized gain transferred to profit or loss account on
disposal - 6,563,770

; (10,194,208)

24,235,396 113,998,695

The annexed notes 1 to 43 form an integral part of these financial statements.

s ' -,

Chief Executive Officer Chief Financial Officer Director
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2019

Issued, Reserves Total
subscribed Capital Revenue
and paid-up AP Unrealized gain on
capital Share Deficit arising Unappropriated re-measurement of
remium on Sub-total rofit ‘available f e’ Sub-total
P! amalgamation P a‘_'a' a .e or sale
financial assets
(Rupees)

Balance as at 30 June 2017 720,000,000 396,000,000 (60,000,000) 336,000,000 203,615,334 319,922,103 523,537,437 1,5679,537,437
Transactions with owners recorded

directly in equity
Final dividend for the year

ended 30 June 2017 at

Rs 1.75 per share - - - - (126,000,000) - (126,000,000) (126,000,000)
Total comprehensive income

for the year
Profit after taxation for the year

ended 30 June 2018 - - - - 124,192,903 - 124,192,903 124,192,903
Other comprehensive income for

the year ended 30 June 2018 - - - - - (10,194,208) (10,194,208) (10,194,208)
Total comprehensive income for the year - - - - 124,192,903 (10,194,208) 113,998,695 113,998,695
Balance as at 30 June 2018 720,000,000 396,000,000 (60,000,000) 336,000,000 201,808,237 309,727,895 511,536,132 1,567,536,132
Adjustment on the initial application

of IFRS 9 4 - - - - 306,182,680 (309,727,895) (3,545,215) (3,545,215)
Balance as at 01 July 2018 720,000,000 396,000,000 (60,000,000) 336,000,000 507,990,917 - 507,990,917 1,563,990,917
Transactions with owners recorded

directly in equity
Final dividend for the year

ended 30 June 2019 at

Rs. 1.75 per share - - - - (126,000,000) - (126,000,000) (126,000,000)
Total comprehensive income

for the year
Profit after taxation for the year

ended 30 June 2019 - - - - 24,235,396 - 24,235,396 24,235,396
Other comprehensive income for

the year ended 30 June 2019 - - - - - - - -
Total comprehensive income for the year - - - - 24,235,396 - 24,235,396 24,235,396
Balance as at 30 June 2019 720,000,000 396,000,000 (60,000,000) 336,000,000 406,226,313 - 406,226,313 1,462,226,313
The annexed notes 1 to 43 form an integral part of these financial statements.

.
JMJ‘-P | ' 7
Chief Executive Officer Chief Financial Officer Director
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STATEMENT OF CASH FLOW

FOR THE YEAR ENDED 30 JUNE 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Profit for the year before taxation

Adjustments for non-cash and other items:
Depreciation
Amortization
Impairment on leasehold improvement & furniture and fixtures
Financial charges
Unrealized loss / (gain) on re-measurement of investments classified
as 'financial assets at fair value through profit or loss' - net
(Gain) / loss on sale of investments - net
Provision against advisory fee receivable
Loss on disposal of fixed assets - net

Operating cash flows before working capital changes
Movement in working capital

(Increase) / decrease in current assets
Loans and advances

Deposits, prepayments and other receivables
Accrued mark-up

Receivable from related parties

Decrease in current liabilities
Trade and other payables

Net cash generated from operations

Taxes paid
Financial charges paid

Net cash flows from operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Dividend paid

CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditure

Long-term loans and prepayments

Long-term deposits

Proceeds from disposal of fixed assets

Net proceeds against purchase and redemption of investments
Net cash flows from investing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The annexed notes 1 to 43 form an integral part of these financial statements.

-

Chief Executive Officer

MCB - Arif Habib Savings and Investments Limited

Chief Financial Officer

Note

23
23
23
25

22
23
27

31

2019 2018
(Rupees)
85,165,705 196,573,573
20,153,110 17,734,861
11,068,858 8,742,977
30,246,073 -
4,312,957 410,790
73,329,125 (10,638,208)
(6,295,869) 5,212,252
1,699,191 5,260,723
2,028,507 68,524
136,541,952 26,791,919
221,707,657 223,365,492
(2,896,098) 408,521
13,704,251 (18,011,023)
18,995 (127,398)
11,456,778 (26,741,919)
22,283,926 (44,471,819)
(81,751,397) (8,796,618)
162,240,186 170,097,055
(20,546,061) (61,322,046)
(4,312,957) (410,790)
(24,859,018) (61,732,836)
137,381,168 108,364,219
(125,946,694) (126,072,024)

(50,616,386)

(52,288,017)

20,738,506 (3,311,813)
(1,397,960) 1,505,510
2,103,989 75,000
21,411,941 72,525,681
(7,759,910) 18,506,361
3,674,564 798,556
19,491,053 18,692,497
23,165,617 19,491,053

-,

Director
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

1.1

1.2

1.3

14

STATUS AND NATURE OF BUSINESS

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

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

The registered office of the Company is situated at 24th Floor, Centrepoint, Off Shaheed-e- Millat Expressway, near K.P.T.
Interchange, Karachi, Pakistan.

The Company was assigned an Asset Manager rating of AM2++ by Pakistan Credit Rating Agency Limited (PACRA). The rating
was determined by PACRA on 8 October 2018. Currently, the Company is managing the following funds under its management:

Net assets value as at
2019 2018
(Rupees in million)

Open-end Collective Investment Schemes (CISs)

Pakistan Income Fund 1,392 1,519
MCB Pakistan Stock Market Fund 9,556 10,113
MCB Pakistan Sovereign Fund 630 585
Pakistan Capital Market Fund 504 619
Pakistan Cash Management Fund 190 889
Pakistan Income Enhancement Fund 698 1,350
MCB Pakistan Asset Allocation Fund 2,048 3,213
MCB DCF Income Fund 3,933 4,872
MCB Cash Management Optimizer 13,903 11,993
MCB Pakistan Frequent Payout Fund 254 487
Alhamra Islamic Asset Allocation Fund 2,972 3,633
Alhamra Islamic Stock Fund 2,779 3,550
Alhamra Islamic Income Fund 2,335 2,715
Alhamra Islamic Active Asset Allocation Fund Plan - | 627 1,404
Alhamra Islamic Active Asset Allocation Fund Plan - Il 708 794
Alhamra Daily Dividend Fund 752 502

Pension Funds

Pakistan Pension Fund 1,559 1,572
Alhamra Islamic Pension Fund 813 774
Discretionary portfolio 34,237 32,106

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

Number of clients 61 78
Total portfolio at cost (Rs. in millions) 28,281 31,180
Total portfolio at market value (Rs. in millions) 26,826 30,681
Fee earned (Rs. in millions) 36 28
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1.5

21

2.2

23

24

2.5

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

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 applicable in Pakistan comprise of:

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

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

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

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

Consolidation of mutual funds by the asset management company

SECP through a notification no. SRO 56(1)/2016 dated 28 January 2016, has directed that the requirements of consolidation under
section 228 of the Companies Act, 2017 and IFRS 10 "Consolidated Financial Statements" is not applicable in case of investment
by companies in mutual funds established under Trust Structure. Accordingly, the aforesaid requirements have not been
considered in the preparation of these financial statements.

Basis of measurement

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

Functional and presentation currency
These financial statements are presented in Pakistani Rupee, which is the Company's functional and presentation currency.
Critical accounting estimates and judgments

The preparation of financial statements in conformity with the accounting and reporting standards, as applicable in Pakistan,
requires the management to make judgments, estimates and assumptions that affect the application of policies and the reported
amounts of assets, liabilities, income and expenses.

The estimates and associated assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of making judgments about the carrying values of assets
and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates. The estimates and
underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the period in
which the estimate is revised if the revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

Judgments made by management in the application of the accounting and reporting standards, as applicable in Pakistan, that
have the most significant effect on the amount recognized in these financial statements and estimates with a significant risk of
material adjustments to the carrying amount of assets and liabilities in the future years are as follows:

- Property and equipment (Note 3.1)

- Intangible assets (Note 3.1)

- Impairment (Note 3.2.1.7)

- Provisions (Note 3.10)

- Receivables (Note 3.6)

- Taxation (Note 3.3)

- Classification of investments (Note 3.2.1.2)
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NOTES TO THE FINANCIAL STATEMENTS
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2.6 Change in accounting standards, interpretations and amendments to published approved accounting standards
a) Standards, interpretations and amendments to published approved accounting standards adopted by the Company

The Company has adopted IFRS 15 ‘Revenue from Contracts with Customers’ and IFRS 9 ‘Financial Instruments’ from 1
July 2018. The impact of the adoption of these standards and the new accounting policies are disclosed in note 4 below.

b) Standards, interpretations and amendments to published approved accounting standards that are effective but not relevant

There are certain new standards, amendments to the approved accounting standards and new interpretations that are mandatory
for accounting periods beginning on or after 1 July 2018 (other than those which have been disclosed in note 4 to these financial
statements). However, these do not have any significant impact on the Company's financial reporting and therefore have not
been detailed in these financial statements.

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

The following are the new standards, amendments to existing approved accounting standards and new interpretations that will be
effective for the periods beginning on or after 1 July 2018, that may have an impact on the financial statements of the Company:

- IFRIC 23 'Uncertainty over Income Tax Treatments' (effective for annual periods beginning on or after 1 January 2019)
clarifies the accounting for income tax when there is uncertainty over income tax treatments under IAS 12. The interpretation
requires the uncertainty over tax treatment be reflected in the measurement of current and deferred tax. The application of
interpretation is not likely to have an impact on Company's financial statements.

- IFRS 16 ‘Leases’ (effective for annual period beginning on or after 1 January 2019). IFRS 16 replaces existing leasing
guidance, including IAS 17 ‘Leases’, IFRIC 4 ‘Determining whether an Arrangement contains a Lease’, SIC-15 ‘Operating
Leases- Incentives’ and SIC-27 ‘Evaluating the Substance of Transactions Involving the Legal Form of a Lease’. IFRS 16
introduces a single, on-balance sheet lease accounting model for lessees. A lessee recognizes a right-of-use asset
representing its right to use the underlying asset and a lease liability representing its obligation to make lease payments.
There are recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains similar
to the current standard i.e. lessors continue to classify leases as finance or operating leases. The management has
completed an initial assessment of the potential impact of the standard on Company’s lease arrangements. Based on the
initial assessment, the Company is expected to recognise 'right of use assets' and 'lease liabilities' of Rs. 117.35 million
and Rs. 112.14 million respectively as of 01 July 2019.

- Amendment to IAS 28 'Investments in Associates and Joint Ventures' - Long Term Interests in Associates and Joint
Ventures (effective for annual period beginning on or after 1 January 2019). The amendment will affect companies that
finance such entities with preference shares or with loans for which repayment is not expected in the foreseeable future
(referred to as long-term interests or 'LTI"). The amendment and accompanying example state that LTI are in the scope of
both IFRS 9 and IAS 28 and explain the annual sequence in which both standards are to be applied. The amendments are
not likely to have an impact on Company's financial statements.

- Amendments to IAS 19 'Employee Benefits'- Plan Amendment, Curtailment or Settlement (effective for annual periods
beginning on or after 1 January 2019). The amendments clarify that on amendment, curtailment or settlement of a defined
benefit plan, a company now uses updated actuarial assumptions to determine its current service cost and net interest for
the period; and the effect of the asset ceiling is disregarded when calculating the gain or loss on any settlement of the plan
and is dealt with separately in other comprehensive income. The application of amendments is not likely to have an impact
on Company's financial statements.

- Amendment to IFRS 3 'Business Combinations' - Definition of a Business (effective for business combinations for which
the acquisition date is on or after the beginning of annual period beginning on or after 1 January 2020). The IASB has issued
amendments aiming to resolve the difficulties that arise when an entity determines whether it has acquired a business or a
group of assets. The amendments clarify that to be considered a business, an acquired set of activities and assets must
include, at a minimum, an input and a substantive process that together significantly contribute to the ability to create
outputs. The amendments include an election to use a concentration test. The standard is effective for transactions in the
future and therefore would not have an impact on past financial statements.

- Amendments to IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors (effective for annual periods beginning on or after 1 January 2020). The amendments are intended to
make the definition of material in IAS 1 easier to understand and are not intended to alter the underlying concept of
materiality in IFRS Standards. In addition, the IASB has also issued guidance on how to make materiality judgments when
preparing their general purpose financial statements in accordance with IFRS Standards.

- On 29 March 2018, the International Accounting Standards Board (the IASB) has issued a revised Conceptual Framework for
Financial Reporting which is applicable immediately contains changes that will set a new direction for IFRS in the future. The
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3.1.2

Conceptual Framework primarily serves as a tool for the IASB to develop standards and to assist the IFRS Interpretations
Committee in interpreting them. It does not override the requirements of individual IFRSs and any inconsistencies with the
revised Framework will be subject to the usual due process — this means that the overall impact on standard setting may take
some time to crystallise. The companies may use the Framework as a reference for selecting their acc ounting policies in the
absence of specific IFRS requirements. In these cases, companies should review those policies and apply the new guidance
retrospectively as of 1 January 2020, unless the new guidance contains specific scope outs.

- Annual Improvements to IFRS Standards 2015-2017 Cycle - the improvements address amendments to following approved
accounting standards:

- IFRS 3 Business Combinations and IFRS 11 Joint Arrangement - the amendment aims to clarify the accounting
treatment when a company increases its interest in a joint operation that meets the definition of a business. A company
remeasures its previously held interest in a joint operation when it obtains control of the business. A company does not
remeasure its previously held interest in a joint operation when it obtains joint control of the business.

- IAS 12 Income Taxes - the amendment clarifies that all income tax consequences of dividends (including payments on
financial instruments classified as equity) are recognized consistently with the transaction that generates the
distributable profits.

- 1AS 23 Borrowing Costs - the amendment clarifies that a company treats as part of general borrowings any borrowing
originally made to develop an asset when the asset is ready for its intended use or sale.

The above amendments are effective for annual period beginning on or after 1 January 2019 and are not likely to have an impact
on the Company's financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all the periods presented in these financial statements,
except for the changes mentioned in note 4 to these financial statements.

FIXED ASSETS

Property and equipment

Items of property and equipment are stated at cost less accumulated depreciation and accumulated impairment losses, if any.
Subsequent costs are recognized as separate assets, as appropriate, only when it is probable that future economic benefits

associated with the items will flow to the Company and the cost of the items can be measured reliably. All other repair and
maintenance costs are charged to statement of profit or loss account as and when incurred.

Depreciation is charged at the rates specified in note 5.1 using the straight line method on all items of property and equipment.
Depreciation is charged from the month the asset is available for use while no depreciation is charged in the month of disposal.

The residual values, useful lives and depreciation methods are reviewed at each reporting period and adjusted, if appropriate, to
reflect the current best estimate.

Capital work-in-progress
All expenditure connected with specific assets incurred during installation and construction period are carried under capital work-in-

progress. Iltems included in capital work-in-progress are stated at cost less accumulated impairment losses, if any. These are
transferred to the relevant category of property and equipment as and when these become available for use.

Intangible assets

Intangible assets acquired separately are initially recognized at cost. Intangible assets acquired in a business combination are
recognized at fair values as at the acquisition date.

The useful lives of intangible assets are assessed as either finite or indefinite.
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3.1.31

3.1.3.2

3.2

3.21

3.2.141

Intangible assets with finite useful lives

After initial recognition, an intangible asset with finite useful life is carried at cost less accumulated amortization and accumulated
impairment losses, if any. Amortization is charged at the rates specified in note 5.2 using the straight line method. Amortization
begins from the month the asset is available for use and ceases in the month of disposal. The amortization period and amortization
method are reviewed at each financial year-end and are adjusted, if appropriate, to reflect the current best estimate.

Subsequent costs are included in the asset's carrying amounts or recognized as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Company and the cost of the item can be measured
reliably.

Intangible assets with indefinite useful lives

Intangible assets with indefinite useful lives are not amortized, but are tested for impairment annually, either individually or at the
cash-generating unit level. After initial recognition, these are stated at cost less accumulated impairment losses, if any.

Goodwill

Goodwill acquired in a business combination is recognized as of the acquisition date at the excess of consideration transferred over
the acquisition date fair value of identifiable assets acquired and liabilities assumed. It represents future economic benefits arising
from other assets acquired in the business combination that are not individually identified and separately recognized.

For the purpose of impairment testing, goodwill is allocated from the acquisition date to each of the entity’s cash-generating units or

group of cash-generating units that is expected to benefit from the synergies of the combination. Each unit or group of units to which
goodwill is allocated represents the lowest level within the entity at which the goodwill is monitored for internal management

purposes.

Management rights
Management rights represent the present value of future cash flows relating to the management fee that would be earned by the
Company assuming growth factors, based on the necessary market assumptions, on Assets Under Management (AUMs) acquired

by the Company. This benefit also considers the fact that the economic lifetime of these AUMs is unlimited. Based on this assumption,
the intangible asset has been valued using certain valuation techniques.

At the time of initial recognition, the fair value of management rights had been determined by the management using the multiple-
period excess earnings method. Under this method, the value of a specific intangible asset is estimated from the residual earnings
after fair returns on all other assets (if any) employed have been deducted from the asset’s after-tax operating earnings.
Impairment

Goodwill and management rights impairment reviews are undertaken annually or more frequently if events or changes in circumstances
indicate a potential impairment. The carrying value of cash generating unit to which good will and management rights is allocated is

compared to the recoverable amount, which is higher of value in use and the fair value less cost to sell. Any impairment is recognized
immediately as an expense in the statement of profit or loss account and is not subsequently reversed.

Financial instruments

Financial assets

Classification (policies applicable before 1 July 2018)

The management determines the appropriate classification of its financial assets in accordance with the requirements of
International Accounting Standard 39 (IAS 39), 'Financial Instruments: Recognition and Measurement' at the time of purchase of

financial assets and re-evaluates this classification on a regular basis. The classification depends upon the purpose for which the
financial assets are acquired. The financial assets of the Company are categorized as follows:

Held-for-trading investments

These are acquired principally for the purpose of generating profit from short-term fluctuations in prices.
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Loans and receivables

These are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.
Available-for-sale financial assets

These are those non-derivative financial assets that are designated as available for sale or are not classified as (a) loans and
receivables, (b) held-to-maturity investments, or (c) held for trading.

3.2.1.2 Classification (policies applicable after 1 July 2018)
On initial recognition, a financial asset is classified as measured at amortised cost or fair value through profit or loss (FVTPL).
A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at FVTPL:
- itis held within a business model whose objective is to hold assets to collect contractual cash flows; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest (SPPI) on
the principal amount outstanding.

All financial assets not classified as measured at amortised cost as described above are measured at FVTPL. On initial

recognition, the Company may irrevocably designate a financial asset that otherwise meets the requirements to be measured

at amortised cost as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that would otherwise arise.
3.2.1.3 Initial recognition and measurement

Financial assets 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 expensed in the statement of profit or loss account.

3.2.1.4 Subsequent measurement (policies applicable before 1 July 2018)

Subsequent to initial recognition, financial assets are valued as follows:
'Held for trading' and ‘available-for-sale financial assets’

Financial assets at fair value through profit or loss' and 'available-for-sale financial assets' are marked to market using the
closing market rates and are carried on the balance sheet at fair values.

Net gains and losses arising on changes in the fair value of 'financial assets carried at fair value through profit or loss' are taken
to the statement of profit or loss account.

Net gains and losses arising on changes in fair value of 'available-for-sale financial assets' are taken to other comprehensive

income until these are derecognized. At this time, the cumulative gain or loss previously shown under other comprehensive
income is transferred to statement of profit or loss account as capital gain / (loss).

'Loans and receivables’
Loans and receivables are carried at amortized cost.
3.2.1.5 Subsequent measurement (policies applicable after 1 July 2018)

The following accounting policies apply to the subsequent measurement of financial assets:

Financial assets at FVTPL These assets are subsequently measured at fair value. Net gains and losses,
including any profit / markup or dividend income, are recognised in statement of
profitor loss account.

Financial assets at amortised These assets are subsequently measured at amortised cost using the effective

cost interest method. The amortised cost is reduced by impairment losses. Profit / markup

income, foreign exchange gains and losses and impairment are recognised in profit
or loss account.
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3.2.1.6

3.21.7

3.2.2

3.2.3

3.3

Impairment of financial assets (policies applicable before 1 July 2018)

The Company assesses at the end of each reporting period whether there is any objective evidence that a financial asset or a group
of financial assets is impaired. When there is an objective evidence that an impairment loss has been incurred, the amount of loss is
measured as follows:

Assets carried at amortized cost and loans and receivables

Impairment loss in respect of 'assets carried at amortized cost' and 'loans and receivables' is measured as the difference between
the asset's carrying amount and the present value of estimated future cash flows (excluding future credit losses that have not been
incurred) discounted at the financial asset's original effective interest rate. The carrying amount of the asset is reduced and the
amount of the loss is recognized in the statement of profit or loss account.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event
occurring after the impairment was recognized (such as an improvement in the debtor's credit rating) the reversal of the previously
recognized impairment loss is recognized in the statement of profit or loss account.

Available-for-sale financial assets

Impairment loss in respect of financial assets classified as available-for-sale is recognized based on management's assessment of

objective evidence of impairment as a result of one or more events that may have an impact on the estimated future cash flows of the

investments. A significant or prolonged decline in the fair value of a listed equity investment below its cost is also considered an

objective evidence of impairment. If any evidence for impairment exists, the cumulative loss (measured as the difference between the

acquisition cost and current fair value, less any impairment loss on that financial asset previously recognized in the statement of profit
or loss account) that had been recognized in other comprehensive income shall be reclassified from equity to the statement of profit
or loss account as a reclassification adjustment even though the financial asset has not been derecognized.

Impairment of financial assets (policies applicable after 1 July 2018)
Financial assets at amortised cost

The Company applies simplified approach to measuring expected credit losses which uses a lifetime expected loss allowance
for all financial assets at amortized costs other than debts securities. When determining whether the credit risk of a financial
asset has increased significantly since initial recognition and when estimating ECLs, the Company considers reasonable and
supportable information that is relevant and available without undue cost or effort. This includes both quantitative and qualitative
information and analysis, based on the Company's historical experience and informed credit assessment and including forward
looking information.

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying amount of the assets and
are present separately in the statement of profit or loss account. The gross carrying amount of a financial asset is written off when
when the Company has no reasonable expectations of recovering of a financial asset in its entirety or a portion thereof.

Financial liabilities

Financial liabilities are recognized at the time when the Company becomes a party to the contractual provisions of the instrument.
These are initially recognized at fair value and subsequently stated at amortized cost.

Derecognition
Financial assets are derecognized at the time when the Company loses control of the contractual rights that comprise the financial
assets. Financial liabilities are derecognized at the time when these are extinguished i.e. when the obligation specified in the contract

is discharged, cancelled, or expires. Any gain or loss on derecognition of financial assets and financial liabilities is taken to the
statement of profit or loss account.

Taxation
Current
Provision for current taxation is based on taxable income at the current rates of taxation after taking into account tax credits and

rebates available, if any, and taxes paid under the final tax regime. The charge for the current tax also includes adjustments where
necessary, relating to prior years which arise from assessments framed / finalized during the year.
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3.4

3.5

3.6

3.7

3.8

3.9

3.9.1

3.9.2

3.9.3

Deferred

Deferred taxation is recognized using the balance sheet liability method on all major temporary differences arising between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax
liabilities are recognized for all taxable temporary differences. A deferred tax asset is recognized only to the extent that it is probable
that future taxable profits will be available against which the temporary differences can be utilized. Deferred tax assets and liabilities
are measured at the tax rates that are expected to apply to the period when the asset is realized or the liability is settled, based on
the tax rates that have been enacted or substantially enacted by the end of the reporting period.

Impairment of non-financial assets

The carrying amounts of the Company's assets are reviewed at the end of each reporting period to determine whether there is any
indication of impairment loss. If such an indication exists, the asset's recoverable amount is estimated in order to determine the
extent of impairment loss, if any. The resulting impairment loss is taken to the statement of profit or loss account except for the
impairment loss on revalued assets, which is adjusted against related revaluation surplus to the extent that the impairment loss does
not exceed the surplus arising on revaluation of that asset.

Employee benefits - defined contribution plan

The Company had been contributing to an approved funded provident fund for all its permanent employees until March 2013 after
which the provident fund was wound up and contributions ceased.

Subsequently, from April 2013, the Company and its employees have been contributing to the Alhamra Islamic Pension Fund or
Pakistan Pension Fund at the rate of 8.33% of basic salary on employees' discretion. These pension funds were established
under the Voluntary Pension Scheme Rules, 2005 and the Company has been licensed to act as a pension fund manager of these
funds. The Company's contribution along with employees' contribution are paid to the above mentioned pension funds.

Receivables

These are initially measured at the fair value of the consideration receivable. Subsequently, these are valued at amortized cost.
These assets are written off when there is no reasonable expectation of recovery. Credit loss is bas ed on the expected credit loss.
Cash and cash equivalents

Cash and cash equivalents are carried in the statement of financial position at cost. These include cash in hand, balances with

banks in current and savings accounts and short-term highly liquid investments that are readily convertible to known amounts of
cash (i.e. in three month) and which are subject to an insignificant risk of changes in value.

Trade and other payables

Liabilities for trade and other amounts payable are carried at cost, which is the fair value of consideration to be paid in the future for
goods and services whether or not billed to the Company.

Revenue recognition
Management fee / investment advisory fee

- Remuneration for investment advisory and asset management services are recognized on an accrual basis. These are further
disclosed in note 20 to the financial statements.

- Performance based remuneration for investment advisory services and management of discretionary portfolio are accrued once
the terms of contract are honoured and the Company achieves the performance condition at the end of the period.

Processing fee and other related income

This is recognized once the services are provided to the unit holders in connection with their investments in collective investment
schemes managed by the Company.

Profit on bank deposits and investments

Profit on bank deposits and on investments are recognized on an accrual basis at effective interest rates. Premium or discount on
acquisition of investments is amortized through the statement of profit or loss account over the remaining period till maturity using
the effective interest method.
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3.9.4

3.9.5

3.10

3.1

3.12

3.13

3.14

3.15

3.16

3.16.1

Dividend income
Dividend income is recognized when the right to receive the dividend is established.
Gain / (loss) on sale of investments - net

Gains / (losses) arising on sale of investments are included in the statement of profit or loss account on the date at which the
transaction takes place.

Provisions

Provisions are recognised when the Company 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 reliable estimate of the
amount can be made. Provisions are reviewed at each balance sheet date and adjusted to reflect current best estimate.

Offsetting of financial assets and liabilities

Financial assets and financial liabilities are only offset and the net amount reported in the balane sheet when there is a legally
enforceable right to set off the recognised amount and the Company intends to either settle on a net basis, or to realise the
asset and settle the liability simultaneously.

Basic and diluted earnings per share

The Company presents basic and diluted earnings per share (EPS) for its shareholders. Basic EPS is calculated by dividing the
statement of profit or loss attributable to ordinary shareholders of the Company by the weighted average number of ordinary shares
outstanding during the year. Diluted EPS is determined by adjusting the statement of profit or loss attributable to ordinary
shareholders and the weighted average number of ordinary shares outstanding for the effects of dilutive potential ordinary shares, if
any.

Proposed dividends and transfers between reserves

Dividends declared and transfers between reserves made subsequent to the reporting date are considered as non-adjusting events
and are recognized in the financial statements in the period in which such dividends are declared / transfers are made.

Foreign currency transactions

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing on the dates of
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year-
end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognized in the statement of profit or
loss account.

Commitments

Commitments are disclosed in the financial statements at committed amounts. Commitments denominated in foreign currencies are
expressed in Rupee terms at the rates of exchange prevailing at the reporting date.

Segment reporting

An operating segment is a component of the Company that engages in business activities from which it may earn revenues and
incur expenses that relates to transactions with any of the other components of the Company.

The Board of Directors and Chief Executive Officer have been identified as the chief operating decision-makers, who are responsible
for allocating resources and assessing the performance of the operating segments. Currently, the Company is functioning as a single
operating segment.

Geographical segment

The operations of the Company are currently based only in Pakistan.
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4. CHANGES IN ACCOUNTING POLICIES

The Company has adopted IFRS 9 'Financial instruments' and IFRS 15, 'Revenue from contracts with customers’ became applicable
from from 01 July 2018. The impact of the adoption of these standards and the new accounting policie s are disclosed below.

IFRS 15 ‘Revenue from Contracts with Customers’

IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is recognised. It replaced
IAS 18 Revenue, IAS 11 Construction Contracts and related interpretations. Under IFRS 15, revenue is recognised when a customer
obtains control of good or services. Determining the timing of the transfer of control - at a point in time or over time - requires
judgement. The Company has applied the modified retrospective method upon adoption of IFRS 15 as all owed under the Standard.
This method requires the recognition of the cumulative effect (without practical expedients) of initially applying IFRS 15 to retained
earnings.

The Company provides fund management services and investment advisory services in respect of managing discretionary or
non-discretionary portfolios for both individual and institutional clients. Management has concluded that revenue from the said
services is recognised over time when the services are provided. Invoices are generated on a monthly / quarterly basis as per the
terms of arrangements with the customers. However, performance based remuneration for investment adv isory services are
recorded at a point in time when the Company achieves the performance condition at the end of the contract period.

The above is generally consistent with the timing and amounts of revenue the Company recognised in a ccordance with the previous
standard, IAS 18. Therefore, the adoption of IFRS 15 did not have an impact on the timing and amount s of revenue recognition of
the Company. Apart from providing more extensive disclosures, the application of IFRS 15 has not had a significant impact on the
financial position and / or financial performance of the Company for the reasons described above. Ac cordingly there was no
adjustment to retained earnings on the application of IFRS 15 at 1 July 2018.

IFRS 9 ‘Financial Instruments’

IFRS 9 sets out requirements for recognising and measuring financial assets, financial liabilities and some contracts to buy or sell
non-financial items. This standard replaces IAS 39, 'Financial Instruments: Recognition and Measurem ent'. The new standard
brings fundamental changes to the accounting for financial assets and to certain aspects of the accounting for financial liabilities.
As a result of adoption of IFRS 9, the Company has adopted consequential amendments to IAS 1, 'Presentation of Financial
Statements', which requires separate presentation in the statement of profit or loss account and statement of other
comprehensive income, profit / markup calculated using the effective interest method.

Additionally, the Company has adopted consequential amendments to IFRS 7, 'Financial Instruments: Disclosures' that are
applied to disclosures about 2019, but have not been applied to the comparative information.

i. Classification and measurement of financial assets and financial liabilities

IFRS 9 contains three principal classification categories for financial assets: measured at amortised cost, fair value through
other comprehensive income (FVOCI) and fair value through profit or loss (FVTPL).

IFRS 9 classification is generally based on the business model in which a financial asset is managed and its contractual cash
flows. The standard eliminates the previous IAS 39 categories of held for trading, held to maturity, loans and receivables and
available-for-sale.

IFRS 9 largely retains the existing requirements in IAS 39 for the classification and measurement of financial liabilities.
Therefore, its adoption did not have a significant effect on the Company's accounting policies related to financial liabilities. The
impact of IFRS 9 on the classification and measurement of financial assets is set out below.

The following assessments have been made on the basis of the facts and circumstances that existed at the date of initial
application:

- The determination of business model within which a financial asset is held; and
- The designation and revocation of previous designation of certain financial assets as measured at FVTPL.

A financial asset is measured at amortised cost if it meets both of the following conditions:

- itis held within business model whose objective is to hold assets to collect contractual cash flows; and
- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on
principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions:

- itis held within a business model whose objective is achieved by both collecting contractual cash flows and selling
financial assets; and

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

On initial recognition of an equity investment that is not held for trading, the Company may irrevocably elect to present
subsequent changes in the investment's fair value in OCI. This election is made on an investment-by- investment basis. All
financial assets not classified as measured at amortised cost or FVOCI as described above are measured at FVTPL. On initial

MCB - Arif Habib Savings and Investments Limited Annual Report 2019




NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

recognition, the Company may irrevocably designate a financial asset that otherwise meets the requirements to be measured
at amortised cost or at FVOCI as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that would
otherwise arise.

A financial asset is initially measured at fair value plus, for an item not at FVTPL, transaction costs that are directly attributable
to its acquisition.

The following accounting policies apply to the subsequent measurement of financial assets:

Financial assets at FVTPL These assets are subsequently measured at fair value. Net gains and losses, including
any interest / markup or dividend income, are recognised in the statement of profit or
loss.

Financial assets at These assets are subsequently measured at amortised cost using the effective interest

amortised cost method. The amortised cost is reduced by impairment losses (see (ii) below). Interest /

markup income, foreign exchange gains and losses and impairment are recognised in
the statement of statement of profit or loss.

The following table and the accompanying notes below explain the original measurement categories under IAS 39 and the new
measurement categories under IFRS 9 for each class of the Company’s financial assets as at 1 July 2018:

Note Original New classification Original carrying New carrying
classification under IFRS 9 amount under amount under
under IAS 39 IAS 39 IFRS 9
(Rupees)
Long-term investments (a) Available-for-sale Financial assets at FVTPL 520,628,175 520,628,175
Long-term loans (b) Loans and receivables Amortised cost 5,328,732 5,328,732
Long-term deposits (b) Loans and receivables Amortised cost 3,089,228 3,089,228
Receivable from related parties (b) Loans and receivables Amortised cost 511,110,119 511,110,119
Loans and advances (b) Loans and receivables Amortised cost 1,449,092 1,449,092
Deposits and other receivables (b) Loans and receivables Amortised cost 23,052,575 23,052,575
Accrued mark-up (b) Loans and receivables Amortised cost 200,207 200,207
Short-term investments (a) Available-for-sale Financial assets at FVTPL 194,268,111 194,268,111
Short-term investments (c) Held for trading Financial assets at FVTPL 424,303,397 424,303,397
Cash and bank balances (b) Loans and receivables Amortised cost 19,491,053 19,491,053
1,702,920,689 1,702,920,689

(a) In accordance with the transitional provisions of IFRS 9, since under the business model of the Company, investments contractual
cash flows are not solely for principal and interest, short term and long-term investments previosuly classified as 'available-for-sale'
have been reclassified as 'fair value through profit or loss'.

The Company has adopted modified retrospective restatement for adopting IFRS 9 and accordingly, all changes arising on adoption of
IFRS 9 have been adjusted at the beginning of the current period. The effect of change in accounting policy is as follows:

As reported at Change As at 1 July
30 June 2018
2018
(Rupees)

Impact on Statement of Financial Position
Investments - available for sale (long term) 714,896,286 (714,896,286) -
Investments - held for trading (short term) 424,303,397 (424,303,397) -
Investments at fair value through profit or loss - 1,139,199,683 1,139,199,683
Provision against advisory fee receivable (other receivable) 5,260,723 4,993,261 10,253,984
Deferred tax liability - net 54,837,186 (1,448,046) 53,389,140
Impact on Statement of Changes in Equity Rupees
Unappropriated profit as of 30 June 2018 201,808,237
Affect of the change due to the adoption of IFRS 9 - surplus on revaluation of investment 309,727,895
Additional impairment recognized due to the application of ECL model under IFRS 9 (4,993,261)
Deferred tax on additional impairment against advisory fee (other receivable) 1,448,046
Unappropriated profit as of 1 July 2018 507,990,917

There is no impact on the statement of profit or loss account, statement of comprehensive income and statement of cash flows as the
Company has opted for modified retrospective approach as mentioned above.

(b) The financial assets classified as 'loans and receivables' have been classified as amortised cost as these are held by the company to
collect contractual cash flows; and cash flows are solely payments of principal and interest.

(c) Short term investments previously classified as financial asset at FVTPL have been classified as FVTPL based on the fact disclosed in
point (a) above.

Besides above reclassification, IFRS 9 does not have impact on Company's other accounting policies.
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Impairment

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with an ‘expected credit loss’ (ECL) model. IFRS 9 introduces a forward looking
expected credit losses model, rather than the current incurred loss model, when assessing the impairment of financial assets in the scope
of IFRS 9. The new impairment model applies to financial assets measured at amortised cost, contract assets and debt investments
classified as at fair value through other comprehensive income, but not to investments in equity instruments. Under IFRS 9, credit losses
are recognised earlier than under IAS 39.

The Company has applied the IFRS 9 simplified approach to measuring expected credit losses which uses a lifetime expected loss
allowance for all trade and other receivables. Impairment losses related to trade and other receivables, are presented separately in the
statement of profit or loss account. Trade and other receivables are written off when there is no reasonable expectation of recovery.
Management has used actual credit loss experience over past years to base the calculation of ECL on the adoption of IFRS 9.

As explained above, the management has applied the modified retrospective method upon the adoption of IFRS 9 as allowed under the
Standard. The cumulative effect representing the difference between the carrying amount before the a doption of IFRS 9 and the new
carrying amount calculated in accordance with the standard at the beginning of the current year (i.e as of 1 July 2018), has been
recognised in reserves (Unappropriated profit). The financial impact due to the adoption of the ECL model as explained above under IFRS 9
is as follows:

Rupees

Loss allowance at 30 June 2018 under IAS 39 5,260,723
Additional impairment recognized due to the application of ECL model under IFRS 9
Loss allowance at 1 July 2018 under IFRS 9

4,993,261

10,253,984

FIXED ASSETS Note 2019 2018
(Rupees)

Tangible

Property and equipment 5.1 76,673,909 92,902,785

Capital work in progress 5.2 - 1,900,586
76,673,909 94,803,371

Intangible assets

Computer software 5.3 34,157,795 31,800,262

Goodwill 5.3 82,126,933 82,126,933

Management rights 5.3 192,000,000 192,000,000

308,284,728 305,927,195

384,958,637 400,730,566
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5.1

Property and equipment 2019
Computers Office Furniture and Leasehold Vehicles Total
equipments fixtures improvements
(Rupees)

As at 1 July 2018
Cost 33,591,515 28,032,673 16,734,895 66,331,512 9,456,267 154,146,862
Accumulated depreciation (22,967,800) (14,562,180) (4,214,559) (11,762,521) (7,737,017) (61,244,077)
Net book value 10,623,715 13,470,493 12,520,336 54,568,991 1,719,250 92,902,785
Year ended 30 June 2019
Opening net book value 10,623,715 13,470,493 12,520,336 54,568,991 1,719,250 92,902,785
Additions during the year 17,479,135 2,613,764 4,055,584 14,703,222 - 38,851,705
Disposals / write off during the year

Cost (753,982) (1,845,899) (2,048,369) (3,309,035) (7,662,267) (15,619,552)

Accumulated depreciation 720,512 1,381,021 698,848 910,428 7,662,267 11,373,076

(33,470) (464,878) (1,349,521) (2,398,607) - (4,246,476)
Impairment during the year 5.1.1 - - (3,008,277) (27,237,796) - (30,246,073)
Depreciation for the year (6,316,120) (4,711,797) (1,748,234) (7,363,381) (448,500) (20,588,032)
Closing net book value 21,753,260 10,907,582 10,469,838 32,272,429 1,270,750 76,673,909
As at 30 June 2019
Cost 50,316,668 28,800,538 18,742,110 77,725,699 1,794,000 177,379,015
Accumulated depreciation (28,563,408) (17,892,956) (5,263,945) (18,215,474) (523,250) (70,459,033)
Accumulated impairment losses - - (3,008,277) (27,237,796) - (30,246,073)
Net book value 21,753,260 10,907,582 10,469,888 32,272,429 1,270,750 76,673,909
Depreciation rates (% per annum) 25% 20% - 50% 10% 10% 25%
2018
Computers Office Furniture and Leasehold Vehicles Total
equipment fixtures improvements
(Rupees)

As at 1 July 2017
Cost 28,094,752 22,523,576 15,025,031 57,748,037 7,662,267 131,053,663
Accumulated depreciation (18,535,777) (9,633,950) (2,716,360) (5,434,414) (7,662,267) (43,982,768)
Net book value 9,558,975 12,889,626 12,308,671 52,313,623 - 87,070,895
Year ended 30 June 2018
Opening net book value 9,558,975 12,889,626 12,308,671 52,313,623 - 87,070,895
Additions during the year 5,934,633 5,687,731 1,709,864 8,583,475 1,794,000 23,709,703
Disposals during the year

Cost (437,870) (178,634) - - - (616,504)

Accumulated depreciation 395,676 77,876 - - - 473,552

(42,194) (100,758) - - - (142,952)

Depreciation for the year (4,827,699) (5,006,106) (1,498,199) (6,328,107) (74,750) (17,734,861)
Closing net book value 10,623,715 13,470,493 12,520,336 54,568,991 1,719,250 92,902,785
As at 30 June 2018
Cost 33,591,515 28,032,673 16,734,895 66,331,512 9,456,267 154,146,862
Accumulated depreciation (22,967,800) (14,562,180) (4,214,559) (11,762,521) (7,737,017) (61,244,077)
Net book value 10,623,715 13,470,493 12,520,336 54,568,991 1,719,250 92,902,785
Depreciation rates (% per annum) 25% 20% - 50% 10% 10% 25%

The Company intends to relocate its head office and close few of its branches. Accordingly, based on the valuer's

report, impairment loss against the earlier carrying value of the assets at its head office and said branches have been

recorded by the Company.

There were no disposal of fixed assets during the year, whose aggregate book value exceeds Rs. 5 million.

Included in the cost of property and equipment are fully depreciated assets which are still in use aggregating to Rs.

55.097 million (2018: Rs. 46.801 million).
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5.2

5.3

MCB - Arif Habib Savings and Investments Limited

Capital work in progress

Opening balance
Additions during the year

Transferred to property and equipment

Closing balance

Intangible assets

As at 1 July 2018

Cost

Accumulated amortization
Net book value

Year ended 30 June 2019
Opening net book value
Additions during the year
Amortization for the year
Closing net book value

As at 30 June 2019

Cost

Accumulated amortization
Net book value

Amortization rates (% per annum)

As at 1 July 2017

Cost

Accumulated amortization
Net book value

Year ended 30 June 2018
Opening net book value
Additions during the year
Amortization for the year
Closing net book value

As at 30 June 2018

Cost

Accumulated amortization
Net book value

Amortization rate (% per annum)

2019 2018
(Rupees)
1,900,586 1,731,725
2,553,414 6,894,729
(4,454,000) (6,725,868)
- 1,900,586
2019
Computer Goodwill Management Total
software rights
(Rupees)

68,429,778 82,126,933 192,000,000 342,556,711
(36,629,516) - - (36,629,516)
31,800,262 82,126,933 192,000,000 305,927,195
31,800,262 82,126,933 192,000,000 305,927,195
13,665,267 - - 13,665,267
(11,307,734) - - (11,307,734)
34,157,795 82,126,933 192,000,000 308,284,728
82,095,045 82,126,933 192,000,000 356,221,978
(47,937,250) - - (47,937,250)
34,157,795 82,126,933 192,000,000 308,284,728

25%
2018
Computer Goodwill Management Total
software rights
(Rupees)
40,020,325 82,126,933 192,000,000 314,147,258
(27,886,539) - - (27,886,539)
12,133,786 82,126,933 192,000,000 286,260,719
12,133,786 82,126,933 192,000,000 286,260,719
28,409,453 - - 28,409,453
(8,742,977) - - (8,742,977)
31,800,262 82,126,933 192,000,000 305,927,195
68,429,778 82,126,933 192,000,000 342,556,711
(36,629,516) - - (36,629,516)
31,800,262 82,126,933 192,000,000 305,927,195
25%
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5.3.1 In accordance with the requirements of IFRS 3: 'Business combinations', an acquiree shall measure goodwill
acquired in a business combination, subsequent to initial recognition at cost less accumulated impairment losses, if
any. Goodwill acquired in a business combination and intangible assets having indefinite useful life shall not be
amortized, instead, they shall be tested for impairment annually, or more frequently if events or changes in
circumstances indicate that they might be impaired, in accordance with International Accounting Standard (IAS) 36:
'Impairment of Assets'. In addition, goodwill acquired in a business combination and intangible assets having
indefinite useful lives shall be allocated to each of the acquirer's cash-generating unit (CGU) or a group of
cash-generating units if they can be attributed directly, or allocated on a reasonable and consistent basis.

5.3.2 The recoverable amount for the purpose of assessing impairment of goodwill and management rights allocated to
CGU is based on value in use. The calculations performed by the Company, are based on a five year plan approved
for its business unit. Value in use is determined by discounting the estimated future cash flows to be generated
from the continuing use of CGU, using a discount rate of 19.40% (2018: 16.97%) that reflects current market
assessment of the time value of money and the risk specific to the asset. The management believes this to be a
suitable time scale over which to review and consider annual performance before applying a fixed ter minal value
multiple of 6% (2018: 4%) to the final year cash flow of the detailed projections. Based on this exe rcise at 30 June
2019, recoverable amount of CGU exceeded the carrying amount.

5.3.3 Key assumptions used to determine the recoverable amounts

The growth rates used to estimate future performance of the business unit are based on a market participant's
perspective and also take into account past performance. The management believes that any reasonable possible
changes to the key assumptions on which calculation of recoverable amount is based, would not cause the carrying
amount to exceed the recoverable amount. The calculation of value in use is most sensitive to the following
assumptions:
- Growth rate of assets under management

Growth forecast is based on management's best estimates and also takes into account past trends.

- Cost to income ratio

Cost to income ratio for asset management business is based on management's best estimate and also takes
into account past trends.

- Discount rate
The discount rate for the CGU is the cost of equity.
- Terminal growth rate used to extrapolate the cash flows beyond the budgeted period

It is based on the growth rate of cash flows during the explicit forecast period.
5.4 Depreciation and amortization is allocated as follows:

Note 2019 2018
Depreciation = Amortisation Depreciation Amortisation
-------------- (Rupees) (Rupees) ------=-------
Charged to statement of profit or loss
account 23 20,153,110 11,068,858 17,328,216 8,542,510
Charged to Collective Investment
Schemes under management 434,922 238,876 406,645 200,467
20,588,032 11,307,734 17,734,861 8,742,977
6 LONG-TERM INVESTMENTS
Note 2019 2018
Investments in units of pension schemes - related parties (Rupees)
Financial assets at fair value through profit or loss 6.1 486,816,184 520,628,175
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6.1

71

7.2

MCB - Arif Habib Savings and Investments Limited

Financial assets at fair value through profit or loss

As at 30 June 2019 As at 30 June 2018
As at 01 Purchase / As at 30 Carrying
Name of the Investee fund July 2018 | Redemption | June 2019 |amount (before | Market value |Unrealized loss Cost Market value Unrealized gain
revaluation)
( of units) (Rupees)
Pakistan Pension Fund 805,305 - 805,305 255,569,563 245,136,795 (10,432,768) 102,112,651 255,569,563 153,456,912
Alhamra Islamic Pension Fund 876,129 - 876,129 265,058,612 241,679,389 (23,379,223) 108,787,629 265,058,612 156,270,983
520,628,175 486,816,184 (33,811,991) 210,900,280 520,628,175 309,727,895
Previously classified as available-for-sale investments. The impact for reclassification is explained in note 4 of the financial statements.
LONG-TERM LOANS AND PREPAYMENTS Note 2019 2018
(Rupees)
Loans
Secured - Considered good
- to executives 7.1 7,848,761 6,768,513
- to other employees 5,711 9,311
Less: current portion of loans 9 (2,705,906) (1,449,092)
5,148,566 5,328,732
Prepayments
Prepaid commission 7.2 27,269,553 | | 64,666,681
Less: current portion 9 (22,925,975) (39,764,763)
4,343,578 24,901,918
9,492,144 30,230,650

This includes interest-free loans amounting to Rs. 3.41 million for a period of 5 years given to executives as per the terms of employment for the
purchase of motor vehicles. This also includes interest based housing finance loan amounting to Rs. 4.439 million (2018: NIL) given to an executive
at the rate of 4.5% per annum for a period of 20 years secured against the mortgage of house. Based on month end balances, the maximum
aggregate balance of loans to executives outstanding at any time during the year was Rs. 15.68 million (2018: Rs. 6.91 million).

Reconciliation of carrying amount of loans to executives is as follows:

Opening balance

Disbursements during the year
Repayments made during the year
Interest income on loan

Impact of discounting (on interest free / subsidized loan)

Closing balance

25

2019 2018
(Rupees)

6,768,513 4,172,381
8,284,200 4,139,600
(4,137,734) (1,543,468)
354,834 -

(3,421,052) -
7,848,761 6,768,513

This represents commission paid on the issuance of bachat units of different funds under the management of the Company. The commission amount
is amortized over the period of the contract, unless redeemed earlier, in which case it is charged off immediately. However, in this case certain

amount is also recovered from the investor.

RECEIVABLE FROM RELATED PARTIES

Unsecured - considered good
Pakistan Income Fund

MCB Pakistan Stock Market Fund
MCB Pakistan Sovereign Fund
Pakistan Capital Market Fund
Pakistan Pension Fund

Alhamra Islamic Pension Fund
Pakistan Cash Management Fund
Pakistan Income Enhancement Fund
Pakistan Sarmaya Mehfooz Fund
MCB Pakistan Asset allocation Fund
MCB Cash Management Optimizer
MCB DCF Income Fund

MCB Pakistan Frequent Payout Fund
Alhamra Islamic Stock Fund
Alhamra Islamic Asset Allocation Fund
Alhamra Islamic Income Fund

Alhamra Islamic Active Asset Allocation Fund - Plan |
Alhamra Islamic Active Asset Allocation Fund - Plan Il

Alhamra Daily Dividend Fund
Other proposed fund

Advisory fee on account of discretionary portfolio management

Adamjee Life Assurance Company Limited
Other Receivable
Adamijee Life Assurance Company Limited
Arif Habib Limited

8.1&82

2019 2018
(Rupees)
11,216,556 10,866,481
88,444,948 90,829,265
34,012,893 33,674,865
7,785,923 7,636,924
9,756,371 8,981,026
4,281,943 4,457,700
11,933,267 12,243,335
22,460,182 22,778,551
4,267,360 4,267,360
42,458,066 46,366,084
67,958,476 64,520,591
133,112,513 134,131,922
4,921,786 5,058,058
14,253,415 16,349,173
16,923,708 21,112,138
14,569,385 14,312,957
74,698 190,781
63,493 105,810
934,256 197,897
1,000,000 1,000,000
490,429,239 499,080,918
9,224,102 9,023,008
- 2,500,000
- 506,193
499,653,341 511,110,119
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8.1

8.2

8.3

10

The above amounts represent receivable on account of management fee, federal excise duty, sales tax on
management fee, sales load, conversion cost, reimbursement of expenses, selling and marketing expenses and other
expenses paid on behalf of the related parties. This includes Federal Excise Duty (FED) amounting to Rs. 407.16
million (2018: Rs. 407.16 million) which are receivable from the funds / portfolios under its management. The matter is
further explained in note 18.2 to the financial statements.

Above balances are mark-up free and unsecured. These are not past due except for the FED balances mentioned in
note 8.1 nor impaired.

The related parties from whom the maximum aggregate amount outstanding at any time during the year (month-end
balance) are as under:

Note 2019 2018
(Rupees)
Pakistan Income Fund 11,216,556 12,001,943
MCB Pakistan Stock Market Fund 88,444,948 90,829,265
MCB Pakistan Sovereign Fund 34,012,893 33,961,939
Pakistan Capital Market Fund 7,785,923 7,636,924
Pakistan Pension Fund 10,045,629 8,981,026
Alhamra Islamic Pension Fund 4,307,411 4,830,275
Pakistan Cash Management Fund 12,205,061 12,670,559
Pakistan Income Enhancement Fund 22,469,627 23,357,620
Pakistan Sarmaya Mehfooz Fund 4,267,360 4,267,360
MCB Pakistan Asset allocation Fund 43,425,239 46,582,181
MCB Cash Management Optimizer 67,958,476 64,520,591
MCB DCF Income Fund 133,961,945 135,694,868
MCB Pakistan Frequent Payout Fund 5,036,813 6,631,659
Alhamra Islamic Stock Fund 14,253,115 16,349,173
Alhamra Islamic Asset Allocation Fund 20,069,395 21,112,138
Alhamra Islamic Income Fund 14,777,593 14,312,957
Alhamra Islamic Active Asset Allocation Fund - Plan | 1,018,577 190,781
Alhamra Islamic Active Asset Allocation Fund - Plan Il 63,493 151,273
Alhamra Daily Dividend Fund 1,236,501 198,944
Other proposed fund 1,000,000 1,000,000
Adamjee Life Assurance Company Limited 12,227,839 11,523,008
Arif Habib Limited ~ 553497 506,193
LOANS AND ADVANCES
Secured - Considered good
Current portion of loans to employees 7 2,705,906 1,449,092
Advances - Considered good
Advance rent 5,210,304 4,309,271
Advances to employees 36,220 21,199
Advances to suppliers and contractors 2,015,938 1,292,708
7,262,462 5,623,178
9,968,368 7,072,270

DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES
Deposits 784,000 1,697,676
Prepayments
Current portion of prepaid commission against bachat unit 7 22,925,975 39,764,763
Insurance 8,182,586 5,144,565
Maintenance 2,106,127 776,324
Service level agreement 2,100,711 -
Software license 856,882 -
Registration fee 68,505 568,509
Others 49,360 899,285

36,290,146 47,153,446
Other receivables
Advisory fee receivable on account of portfolio management 29,295,374 26,238,672
Others 386,234 376,950

29,681,608 26,615,622
Provision against advisory fee receivable 10.1 (11,953,175) (5,260,723)

54,802,579 70,206,021
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12

121

1211

13

13.1

14

141

14.2

Movement in provision

Opening balance as on 1 July 2018

Additional impairment on initial application of IFRS 9

Adjusted balance as on 1 July 2018
Provision made during the year
Closing balance as on 30 June 2019

ACCRUED MARK-UP

This represents mark-up receivable on bank deposits.

SHORT-TERM INVESTMENTS - related parties

At fair value through profit or loss

At fair value through profit or loss

Note

23

12.1

2019 2018
(Rupees)
5,260,723 5,260,723
4,993,261 -
10,253,984 5,260,723
1,699,191 -
11,953,175 5,260,723
504,707,388 618,571,508

As at 30 June 2019 As at 30 June 2018
Purchases /
As at 01 July ivi i Asat 30 Carrying value Carrying value
dividend Redemptions ying ying i
Name ofthe Investee | e 2018 invested June 2019 (before Market value | Unrealized loss | (before Market value Unrealized gain /
Fund reinveste: ¢ ) (loss)
revaluation) revaluation)
( of units) (Rupees)

MCB Cash Management

Optimizer 4,005,352 35,673,026 (37,569,873) 2,108,505 212,000,020 212,000,020 413,665,189 424,303,397 10,638,208
MCB Pakistan Stock

Market Fund 12.1.1 2,048,988 3,530,598 (2,351,670) 3,227,916 295,520,518 256,003,384 (39,517,134) 222,097,077 194,268,111 (27,828,966)
Alhamra Daily Dividend

Fund 1,428,858 (1,061,818) 367,040 36,703,984 36,703,984 - -
Alhamra Islamic Income

Fund 3,790,181 (3,790,181) -
Pakistan Islamic

Enchancement Fund 17,649,726 (17,649,726) _ ~
Pakistan Asset Allocation
Fund 647,478 (647,478) - -
Pakistan Cash Management
Fund 4,261,643 (4,261,643) - -
Pakistan Soverign Fund 4,270,255 (4,270,255) _ ~
MCB DCF Income Fund 5,996,050 (5,996,050) - -

544,224,522 504,707,388 (39,517,134) 635,762,266 618,571,508 (17,190,758)

Previously above investments at 30 June 2018 were classified as available-for-sale investments. The impact for reclassification is explained in note 4

of the financial statements.

ADVANCE TAX - NET OF PROVISIONS

Advance tax
Income tax refundable

Provision for taxation for the year

Note

13.1

28

2019 2018
(Rupees)
88,789,134 84,277,463
49,278,285 47,113,604
138,067,419 131,391,067

(71,976,767) (68,895,140)

66,090,652 62,495,927

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

CASH AND BANK BALANCES
Balances with banks in

- saving accounts
- current accounts

Cash in hand

Note

14.1
14.2

2019 2018
(Rupees)
13,873,514 15,262,022
9,287,051 4,212,024
23,160,565 19,474,046
5,052 17,007
23,165,617 19,491,053

These represent deposits made with various commercial banks carrying profit rates ranging between 10.25% to 10.50% (2018: 2.80% to 6.00%) per
annum. These also include balances in accounts maintained with related parties; MCB Bank Limited amounting to Rs. 9.018 million (2018: Rs. 10.689
million) which carries mark-up at the rate of 10.25% (2018: 5.50%) per annum and MCB Islamic Bank Limited amounting to Rs. 1.094 million (2018: Rs.
1.057 million) which carries mark-up at the rate of 4.60% (2018: 2.90%) per annum.

These represent balances in accounts maintained with conventional banks and include amounts placed with MCB Bank Limited (a related party) amounting
to Rs. 4.078 million (2018: Rs. 4.025 million).
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15  ISSUED, SUBSCRIBED AND PAID-UP CAPITAL

2019 2018 Note 2019 2018
(Number of shares) (Rupees)
Ordinary shares of Rs.10 each
5,000,000 5,000,000 - Fully paid in cash 50,000,000 50,000,000
31,000,000 31,000,000 - Allotted as bonus shares 310,000,000 310,000,000
36,000,000 36,000,000 - Issued for consideration other than cash 16.1 360,000,000 360,000,000
72,000,000 72,000,000 720,000,000 720,000,000

15.1 Shares held by the related parties of the Company 2019 2018

. (Number of shares)
Particulars of the shareholders

MCB Bank Limited 36,956,768 36,956,768
Arif Habib Corporation Limited 21,664,167 21,664,167
Adamijee Insurance Company Limited 5,462,000 5,462,000
Directors, spouses and their minor children 29,326 29,826
Others 1,200 1,200

15.2 There is no shareholder agreement for voting rights, board election, rights of first refusal and block voting.

Note 2019 2018
16 DEFICIT ARISING ON AMALGAMATION (Rupees)

Deficit arising on amalgamation 16.1 60,000,000 60,000,000

16.1 In accordance with the scheme of amalgamation of MCB Asset Management Company Limited (MCB AMC) and Arif Habib Investments Limited (AHIL), the entire
undertaking of MCB AMC including all properties, assets, liabilities, receivables, payables and all other rights and obligations were transferred into and vested in the
Company as on the effective date. As part of the Scheme, the Company issued and allotted 36 million ordinary shares of Rs. 10 each, as fully paid shares, to the
registered ordinary shareholders of MCB AMC in the ratio of 1.2 ordinary shares of the Company for each share of Rs. 10 of MCB AMC as consideration. Deficit arising on
amalgamation represents difference in share capital of AHIL and MCB AMC at the time of merger.

17  DEFERRED TAX LIABILITY - NET Note 2019 2018

(Rupees)
Deferred tax liability on taxable temporary differences
- Intangible assets 56,787,409 55,700,838

Deferred tax asset on deductible temporary differences

- Property and equipment (5,046,559) 3,438,902
- Investments at fair value through profit or loss (4,939,642) (2,578,614)
- Provision against advisory fee (3,466,421) (1,723,940)
- Finance cost on interest free loans (992,105) -
(14,444,727) (863,652)

17.1 42,342,682 54,837,186

17.1 Movement of deferred tax liability - net

as at i in R ized in asat Adj due lj balance i in R ized in as at 30
30 June 2017 profit and loss other 30 June 2018 to the initial as of 1 July 2018  profit and loss other June 2019
compr i application of account comprehensive
income IFRS 9 income
2018 2019
(Rupees)
Taxable temporary
differences
- Intangible assets 50,071,343 5,629,495 - 55,700,838 - 55,700,838 1,086,571 - 56,787,409
50,071,343 5,629,495 - 55,700,838 - 55,700,838 1,086,571 - 56,787,409
Deductible temporary
differences
- Property and equipment 1,191,351 2,247,551 - 3,438,902 - 3,438,902 (8,485,461) - (5,046,559)
- Investments at fair value -
through profit or loss 88,962 (2,667,576) - (2,578,614) - (2,578,614) (2,361,028) - (4,939,642)
- Provision against advisory
fee - (1,723,940) - (1,723,940) (1,448,046) (3,171,986) (294,435) - (3,466,421)
- Finance cost on interest
free loans - - - - - - (992,105) - (992,105)
- Available-for-sale
investments (2,338,670) - 2,338,670 - - - - - -
49,012,986 3,485,530 2,338,670 54,837,186 (1,448,046) 53,389,140 (11,046,458) - 42,342,682

17.2 Deferred tax balance has been recognized at the rate at which these are expected to be settled or realized.
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18 TRADE AND OTHER PAYABLES Note 2019 2018
(Rupees)

Accrued expenses 72,167,226 91,115,352
Workers' welfare fund 18.1 29,069,050 25,569,050
Withholding tax payable 927,724 1,767,302
Indirect taxes and duties payable 18.2 411,742,319 408,073,171
Payable to facilitators / distributors 21,591,058 90,723,899

535,497,377 617,248,774

18.1 Workers' welfare fund

Through Finance Act, 2008, the Federal Government introduced amendments to the Workers' Welfare Fund (WWF) Ordinance,
1971 whereby the definition of industrial establishment was extended. The amendments were challenged at various levels and
conflicting judgments were rendered by the Lahore High Court, Sindh High Court and Peshawar High Court. Appeals against
these orders were filed in the Supreme Court.

The Supreme Court of Pakistan vide its order dated 10 November 2016 has held that the amendments made in the law
introduced by the Federal Government for the levy of Workers' Welfare Fund were not lawful as this is not in the nature of tax
and therefore could not have been introduced through the money bill. The Federal Board of Revenue has filed review petitions
against the above judgment which are currently pending with the Supreme Court of Pakistan.

In light of the judgment passed by the Supreme Court, the Management believes that the Company is not liable to pay any
amounts under the Workers' Welfare Fund Ordinance, 1971, accordingly an amount of Rs. 14.442 million has been reversed on
12 January 2017. Further, as a consequence of passage of 18th Amendment to the Constitution, levy for Workers' Welfare was
also introduced by the Government of Sindh (SWWF) which was effective from 01 July 2014. The Company believes that
contribution to Workers' Welfare Fund under the Sindh Workers' Welfare Act, 2014 is not applicable on the Company as it is not
a Financial Institution as required under SWWF Act, 2014.

However, out of abundant caution, the management has decided to provide for SWWF amounting to Rs. 29 million with effect
from 01 July 2014. Moreover, the management has decided not to reverse WWF amounting to Rs. 5.1 million which have been
already paid to Tax Authority until the said amount is refunded back.

18.2 Federal Excise Duty (FED) payable on remuneration of the management company

This includes FED liability of Rs. 407.16 million referred in note 8.1 to the financial statements. As per the requirements
of the Finance Act, 2013, Federal Excise Duty (FED) at the rate of 16% on the remuneration of the Management Company
was applied, effective 13 June 2013. The Management Company is of the view that since the remuneration is already subject
to the provincial sales tax, further levy of FED may result in double taxation, which does not appear to be the spirit of law.

The matter has been collectively taken up by the Management Company jointly with other Asset Management Companies
together with their respective Collective Investment Schemes through their trustees, through a Constitutional Petition filed in the
Honorable Sindh High Court (SHC) on September 4, 2013 challenging the levy of FED. The Sindh High Court in its decision dated
16 July 2016 maintained the previous order passed against other constitutional petition whereby levy of FED has been declared
to be ‘Ultra Vires’ the Constitution. The Deputy Commissioner Inland Revenue has filed an appeal against the said order in the
Honorable Supreme Court of Pakistan considering which the previous balance of FED has not been reversed. However, since the
appeal is pending in the court, as a matter of abundant caution, provision for FED of the aforesaid amount upto 30 June 2016 is
being held.

Through Finance Act, 2016, FED on services rendered by non-banking financial institutions including asset management
companies, which are already subject to provincial sales tax, has been withdrawn. Therefore, no provision for FED has been
recorded by the Company since 2016.

19 CONTINGENCIES AND COMMITMENTS

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

19.2 On 30 January 2017, the Additional Commissioner Inland Revenue [ACIR] passed an order under section 122(5A) of the Income
Tax Ordinance, 2001 amending the assessment for tax year 2011 after making certain additions / disallowances in the profit or
loss account and created a demand of Rs. 25.567 million. The disallowances mainly pertained to apportionment of expenses,
management / processing fee and related income sharing, amortization of management rights / goodwill created on merger of the
MCB Asset Management Company (MCB AMC) into the Company etc. The Company filed an appeal before the Commissioner
Inland Revenue — Appeals [CIR-A] against the impugned order and notice of demand issued there against. The CIR-A annulled
the Order of the ACIR by deleting demand on all the issues raised therein. An appeal against the order of CIR-A has been filed
before the Appellate Tribunal Inland Revenue [ATIR] by the Commissioner Inland Revenue. The Company, in consultation with
its tax advisor, is confident of a favourable outcome.
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19.3 The case of the Company was selected for audit by the Commissioner Inland Revenue, Zone lll, Large Taxpayers Unit, Karachi
for tax year 2014 vide letter dated 09 November 2016. The audit proceedings were conducted by the Deputy Commissioner
Inland Revenue [DCIR] and a Show-Cause Notice [SCN] dated 10 February 2017 was issued thereafter. Based on a recent
judgment of a superior court, the SCN was challenged on legal grounds. However, the DCIR did not agree with the legal
objections raised and passed an order dated 24 March 2017 under section 122(1) of the Income Tax Ordinance, 2001 after
making certain additions / disallowances in the statement of profit or loss account and created a demand of Rs. 93.398 million
The disallowances mainly pertained to apportionment of expenses, management / processing fee and related income sharing,
amortization of management rights / goodwill created on merger of the MCB AMC into the Company etc. An appeal before the
CIR-A was filed by the Company which has been adjudged in favor of the Company in respect of major disallowances made in
the Order of the DCIR. In respect of the matters confirmed by the CIR-A, the Company has filed an appeal before the ATIR. For
issues deleted / set-aside by the CIR-A, an appeal has also been filed by the Commissioner Inland Revenue before the ATIR.
The Company, in consultation with its tax advisor, is confident of a favourable outcome in respect o f the said appeals.

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

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

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

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

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

19.9 During the year ended 30 June 2019, the Sindh Revenue Board has issued two orders dated 03 October 2018 and 10 October
2018 raising a demand of Sindh Sales Tax Rs. 3.8 million and 1.2 million along with penalty of Rs. 4 .04 million and Rs. 1.4
million respectively wherein input tax claimed by the Company against various transactions has been disallowed by the
assessing Officer on the ground that the output tax against the same has not been offered by the respective vendors. Appeals
against the aforesaid both orders have been filed before the Commissioner Appeals, SRB which is still pending. On the basis of
factual and legal grounds, the Company in consultation with its tax consultant anticipates a favorable outcome of the aforesaid
appeal.

MCB - Arif Habib Savings and Investments Limited Annual Report 2019




NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

19.10 During the year ended 30 June 2015, the Company had obtained a short-term running finance facility under mark up
arrangement with MCB Bank Limited (a related party) amounting to Rs. 500 million. The facility carried mark-up at
one month KIBOR+0.5% (2018: KIBOR+0.5%) per annum. The facility was secured against pledge the of
government securities i.e. PIBs and T-Bills and expired on 30 June 2019. However, the facility was unutilized as at
30 June 2019 and has not been renewed subsequent to year end.

20 MANAGEMENT FEE / INVESTMENT Note 2019 2018
ADVISORY FEE (Rupees)

From Collective Investment Schemes - related parties

MCB Cash Management Optimizer 118,850,335 92,168,157
MCB DCF Income Fund 66,415,548 92,974,053
MCB Pakistan Asset Allocation Fund 65,778,055 72,913,131
MCB Pakistan Frequent Payout Fund 5,074,415 7,558,987
MCB Pakistan Sovereign Fund 7,118,206 7,113,329
MCB Pakistan Stock Market Fund 251,670,368 237,048,344
Pakistan Cash Management Fund 2,295,459 4,948,020
Pakistan Capital Market Fund 13,037,848 14,242,527
Pakistan Income Enhancement Fund 13,117,632 21,304,989
Pakistan Income Fund 16,527,504 23,416,244
Alhamra Islamic Income Fund 27,858,122 19,711,998
Alhamra Islamic Stock Fund 69,966,226 72,800,197
Alhamra Islamic Asset Allocation Fund 81,400,879 56,364,912
Alhamra Active Asset Allocation Fund Plan | 497,556 938,601
Alhamra Active Asset Allocation Fund Plan Il 154,103 477,814
Alhamra Daily Dividend Fund 5,474,379 377,613

745,236,635 724,358,916

Pension schemes - related parties

Alhamra Islamic Pension Fund 13,748,547 12,167,160
Pakistan Pension Fund 26,482,453 24,647,536
40,231,000 36,814,696

20.1 785,467,635 761,173,612

Investment advisory fee from discretionary and non discretionary
portfolio management 20.2 40,159,338 31,679,863
825,626,973 792,853,475

Less: Sindh sales tax (94,983,634) (91,213,232)
730,643,339 701,640,243

20.1 Management fee from open-end Collective Investment Schemes is calculated by charging the specified rates on the net
asset value / income of such schemes as at the close of business of each calendar day. In accordance with Regulation
61 of the NBFC Regulations, 2008, the fee so charged does not exceed 2% of the average annual net assets in case of
Equity, Balanced, Asset Allocation Schemes and Capital Protected (dynamic asset allocation-direct exposure), 1.5% of
average annual net assets in case of Income, Aggregate income, Index, Fund of Funds and Commodity Schemes (cash
settled) and 1% of average annual net assets in case of Money Market, Commodity Schemes (deliverables) and Capital
protected schemes, that has been verified by the trustee. In accordance with Rule 11 of the Voluntary Pension System
Rules, 2005 the management fee from the pension funds is charged at the rate of 1.5% of the average of values of the
net assets of the pension fund calculated during the year for determining the prices of the units of the sub-funds.

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

21 PROFIT ON BANK DEPOSITS
This represents income earned under interest / mark-up arrangements with conventional and islamic banks.

22 REALIZED GAIN ON SALE OF INVESTMENTS - NET 2019 2018
(Rupees)

Gain / (loss) on redemption of units of collective investment schemes 6,295,869 (5,212,252)
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23 ADMINISTRATIVE EXPENSES Note 2019 2018
(Rupees)

Salaries, allowances and other benefits 23.2 359,059,977 278,284,829
Legal and professional charges 8,906,695 9,739,235
Travelling and conveyance charges 5,649,208 12,081,276
Rent, utilities, repairs and maintenance 96,206,859 83,872,525
Office supplies 1,345,291 1,144,874
Auditors' remuneration 23.3 2,515,000 2,395,000
Directors' meeting fee 5,700,000 4,700,000
Insurance 1,663,183 1,559,296
Depreciation 54 20,153,110 17,328,216
Amortization 54 11,068,858 8,542,510
Stamp duty and taxes 175,000 438,050
Registrar fee 446,290 558,811
Printing and stationery 4,825,803 3,742,303
Telephone expenses 5,097,120 7,252,445
Entertainment expenses 4,746,873 3,813,695
Books, periodicals and subscription 15,436,199 17,844,883
Provision against advisory fee receivable 10.1 1,699,191 5,260,723
Impairment on leasehold improvement & furniture and fixtures 5.1 30,246,073

574,940,730 458,558,671

23.1 The SECP vide S.R.O No. 1160 (1) / 2015 dated 25 November 2015 introduced amendments in the NBFC Regulations 2008.
As a result of these amendments, the management company may charge fees and expenses pertaining to registrar services,
accounting, operations on CISs upto a maximum of 0.1% of average annual net assets of the scheme. Accordingly,
expenses amounting to Rs. 44.61 million (2018: Rs. 48.96 million) have been charged by the Company to the respective
Collective Investment Schemes (CISs) under its management during the year.

23.2 This amount includes contributions on behalf of the employees as employee benefits to pension funds managed by the
Company (note 3.5) amounting to Rs. 10.9 million (2018: Rs 8.2 million).

23.3 Auditors' remuneration Note 2019 2018
(Rupees)
Audit fee 2,028,750 1,950,000
Half yearly review fee 290,000 290,000
Fee for the review of compliance with the best practices of the Code of
Corporate Governance 80,000 80,000
Out of pocket expenses 116,250 75,000
2,515,000 2,395,000

24 SELLING AND DISTRIBUTION EXPENSES

Commission expense 24.1 & 24.2 37,744,284 52,061,177
Marketing and other expenses 18,201,666 44,860,552
55,945,950 96,921,729

24.1 This includes an amount of Rs. 47.058 million (2018: Rs. 53.607 million) pertaining to MCB Bank Limited (a related party).

24.2 SECP vide its Circular 40/2016 dated 30 December 2016, prescribed certain conditions on Asset Management Companies
(AMCs) for charging of selling and marketing expenses to open end equity, asset allocation and index funds initially for three
years (from 01 January 2017 till 31 December 2019) for opening of new branches in cities, except Karachi, Lahore, Islamabad
and Rawalpindi. The said condition was amended through Circular No. 5 of 2018 dated 4 June 2018, according to which an
AMC may charge selling and marketing expenses to all types of open end mutual funds except for Fund of Funds and Money
Market Funds against the cost pertaining to opening and maintenance of all branches in all cities. Maximum cap of selling
and marketing expenses shall be 0.4% per annum of net assets of fund or actual expenses, whichever is lower. Under this
circular, expenses amounting to Rs. 85.277 million (2018: 78.909 million) have been charged by the Company to funds under
its management during the year.

25 FINANCIAL CHARGES Note 2019 2018
(Rupees)
Bank charges 891,905 410,790
Finance cost on interest free loans 7.1 3,421,052 -
4,312,957 410,790

26 WORKERS' WELFARE FUND

Workers' welfare fund 3,500,000 4,081,800
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27 OTHER INCOME AND OTHER EXPENSES Note 2019 2018
(Rupees)
27.1 Other income:
Income from financial instruments
Liability no longer payable written back 10,000,000 11,800,000
Reversal of provision against selling and marketing - 21,737,559
10,000,000 33,537,559
Income from non-financial instruments
Sale of software right to a related party - 5,000,000
Others 815,337 1,537,445
815,337 6,537,445
10,815,337 40,075,004
27.2 Other expenses
Net loss on disposal of fixed assets 27.1.1 (2,028,507) (68,524)

27.1.1 This includes gain of Rs. 1.413 million on disposal of a fully depreciated vehicle to a director of the

Company.
Note 2019 2018
28 TAXATION (Rupees)
Current 71,662,718 65,586,803
Prior 314,049 3,308,337
71,976,767 68,895,140
Deferred 17.1 (11,046,458) 3,485,530
28.1 60,930,309 72,380,670
28.1 Relationship between income tax expense and accounting profit
Accounting profit for the year before taxation 85,165,705 196,573,573
Tax at the applicable rate of 29% (2018: 30%) 24,698,054 58,972,072
Change in rate - 511,648
Tax effect of income taxed at lower rate 14,392,296 4,098,792
Inadmissible expenses 4,533,478 1,398,907
Permanent differences (difference because of minimum tax) 16,992,432 4,090,915
Prior year tax 314,049 3,308,337
60,930,309 72,380,670
28.2 The income tax returns upto the tax year 2018 have been filed under the self assessment scheme and are
deemed to be finalized under section 120 of the Income Tax Ordinance, 2001. Deemed assessments for
certain tax years have been amended by the department on account of various issues as explained in note
19 to the financial statements.
28.3 Under the Income Tax Ordinance, 2001, every public company other than a scheduled bank or a

MCB

- Arif Habib Savings and Investments Limited

modaraba, is required to pay tax at 5% of its accounting profit before tax if it does not distribute at
least 20 percent of its after tax profits within six months of the end of the tax year through cash.

The Board of Directors in their meeting held on 13 September 2019, have recommended sufficient cash
dividend for the year ended 30 June 2019 for the consideration and approval of the shareholders of the
Company in the forthcoming annual general meeting which complies with the above stated requirements.
Accordingly, no provision for tax on undistributed profit has been recognised in these financial statements
for the year ended 30 June 2019.
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29 EARNINGS PER SHARE
29.1 Basic
Earnings per share has been computed by dividing profit after taxation for the year by the weighted average number of ordinary
shares outstanding during the year:
2019 2018
(Rupees)
Profit for the year after taxation 24,235,396 124,192,903
(Number of shares)
Weighted average number of ordinary shares outstanding during the year 72,000,000 72,000,000
(Rupees)
Basic earnings per share 0.34 1.72
29.2 Diluted
Diluted earnings per share has not been presented as the Company does not have any convertible instruments in issue as at 30 June
2019 and 2018 which would have any effect on the earnings per share if the option to convert is edised.
30 NET UNREALISED GAIN / (LOSS) ON RE-MEASUREMENT Note 2019 2018
OF INVESTMENTS CLASSIFIED AS 'AVAILABLE-FOR-SALE' (Rupees)
Long-term Investments:
Market value of investments - 520,628,175
Less: Carrying value of investments - (210,900,280)
6.1 - 309,727,895
Less: Net unrealized gain in fair value of investments
at the beginning of the year - (336,292,738)
- (26,564,843)
Short-term Investments:
Market value of investments - 194,268,111
Less: Carrying value of investments - (222,097,077)
12.1 - (27,828,966)
Less: Net unrealized loss in fair value of investments
at the beginning of the year - 18,709,305
Add: Amount realized on redemption - (6,563,770)
- (15,683,431)
- (42,248,274)
31 CASH AND CASH EQUIVALENTS
Cash and bank balances 14 23,165,617 19,491,053
32 REMUNERATION TO THE CHIEF EXECUTIVE OFFICER, DIRECTORS AND EXECUTIVES

The aggregate amount charged in the financial statements for the remuneration including all benefits to the Chief Executive
Officer, Directors and Executives of the Company is as follows:

2019 2018
Particulars Chief . ) Chief Egecutive _ )
Executive Directors Executives Officer Directors Executives
Officer
(Rupees)
Managerial remuneration 10,446,540 - 52,392,011 7,854,539 - 46,445,480
Year-end incentive 6,000,000 - 31,300,000 4,320,000 - 22,224,404
Rent and house maintenance 4,700,940 - 23,576,416 3,534,539 - 18,605,859
Car allowance 3,949,092 - 14,582,420 3,886,119 11,937,604
Utilities 1,044,660 - 5,239,197 785,459 - 4,134,620
Medical 1,044,660 - 5,239,197 785,463 - 4,134,632
Retirement benefits 874,875 - 3,988,781 662,086 - 3,204,300
Meeting fee - 5,700,000 - - 4,700,000 -
Others 432,060 - 479,332 432,059 - 257,507
28,492,827 5,700,000 136,797,354 22,260,264 4,700,000 110,944,406
Number of persons 1 7 21 1 8 18

Executive means an employee of a listed company other than the chief executive and directors whose basic salary exceeds
Rs.1.2 million in a financial year. The chief executive officer and executives are also provided with medical facilities in accordance
with their entitlements.

The Company is also providing a personal secretary, servant and health insurance facilities to Vice Chairman.
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33 OPERATING SEGMENTS
The Company functions as a single operating segment. Income derived from the management fee of open-end
collective investment schemes and pension funds and that derived from the management of discretionary portfolios
account for 95% and 5% (2018: 96% and 4%) respectively of the total income earned during the year.

34 FINANCIAL INSTRUMENTS
Financial risk management objectives and policies
The Board of Directors of the Company has the overall responsibility for the establishment and oversight of the
Company's risk management framework. The Board of Directors is also responsible for developing and monitoring
the Company's risk management policies. The Company has exposure to the following risks from its use of
financial instruments:
- Market risk

- Liquidity risk
- Credit risk

34.1 Market risk
Market risk is 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 (e.g. foreign exchange rates, interest rates, equity prices, etc.). The objective of market risk

management is to manage and control market risk exposures within acceptable parameters, while optimizing the
returns to shareholders.

The Company’s policy is to manage market risk through diversification and selection of securities within specified
limits set by the Board of Directors.

Market risk comprises of three types of risk: currency risk, yield / interest rate risk and other price risk.
34.1.1 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. Presently, the Company is not exposed to currency risk as all transactions are
carried out in Pak Rupees.

34.1.2 Yield / interest rate risk

Yield / interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market interest rates.

Exposure to interest rate risk

The interest rate profile of the Company's interest-bearing financial instruments is as follows:

Variable rate instrument 2019 2018
(Rupees)
Loans to employees 4,647,561 -
Bank balances (saving accounts) 13,873,514 15,262,022
18,521,075 15,262,022

Fixed rate instrument

The Company does not have any exposure to fixed rate financial instruments.

Cash flow sensitivity analysis for variable rate instruments

A reasonably possible change of 100 basis points in interest rates at the reporting date would have increased /
decreased the statement of financial position and statement of profit or loss account by Rs. 0.18 million (2018:

Rs. 0.15 million). The analysis assumes that all other variables remain constant.

None of the Company's liabilities are subject to interest rate risk.
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The Company's net exposure to interest rate risk, analysed by the earlier of contractual repricing or maturity date is as follows:

Interest / mark-up bearing
Maturity .
Maturity . N i
Non-interest /
Particulars N over one Maturity over Maturity . t Total
Maturityup to | ih o | OVOT three | i months to | after one Sub mark up bearing
one month months to total
three N one year year
six months
months
(D p )
On balance sheet financial instruments
Financial assets
Investments - - - - - - 991,523,572 991,523,572
Loans 38,225 76,694 115,654 233,539 4,183,449 4,647,561 3,206,911 7,854,472
Long-term deposits - - - - - - 4,487,188 4,487,188
Receivable from related parties - - - - - - 499,653,341 499,653,341
Deposits and other receivables - - - - - - 18,512,433 18,512,433
Accrued mark-up - - - - - - 181,212 181,212
Cash and bank balances 13,873,514 - - - - 13,873,514 9,292,103 23,165,617
13,911,739 76,694 115,654 233,539 4,183,449 18,521,075 1,526,856,760 1,545,377,835
Financial liabilities
Unclaimed dividend - - - - - - 4,256,938 4,256,938
Trade and other payables - - - - - - 93,758,284 93,758,284
- - - - - - 98,015,222 98,015,222
On-balance sheet gap (a) * 13,911,739 76,694 115,654 233,539 4,183,449 18,521,075 1,428,841,538 1,447,362,613
Off-balance sheet gap (b) - - - - - - - -
Total interest rate sens
gap (a+b) 13,911,739 76,694 115,654 233,539 4,183,449 18,521,075
Cumulative interest rate
sensitivity gap 13,911,739 76,694 115,654 233,539 4,183,449 18,521,075
Interest / mark-up bearing
Maturity .
Maturity . - Non-int t/
Particulars . over one Maturity over Maturity . on-ini ETES_ Total
Maturity up to |- oy | Overthree | o onths to | after one Sub mark up bearing
one month months to total
three six months one year year
months
(Rupees)
On balance sheet financial instruments
Financial assets
Investments - - - - - - 1,139,199,683 1,139,199,683
Loans - - - - - - 6,777,824 6,777,824
Long-term deposits - - - - - - 3,089,228 3,089,228
Receivable from related parties - - - - - - 511,110,119 511,110,119
Deposits and other receivables - - - - - - 23,052,575 23,052,575
Accrued mark-up - - - - - - 200,207 200,207
Cash and bank balances 15,262,022 - - - - 15,262,022 4,229,031 19,491,053
15,262,022 - - - - 15,262,022 1,687,658,667 1,702,920,689
Financial liabilities
Unclaimed dividend - - - - - - 4,203,632 4,203,632
Trade and other payables - - - - - - 181,839,251 181,839,251
- - - - - - 186,042,883 186,042,883
On-balance sheet gap (a) * 15,262,022 - - - - 15,262,022 1,501,615,784 1,516,877,806
Off-balance sheet gap (b) - - - - - - - -
Total interest rate sens
gap (a+b) 15,262,022 - - - - 15,262,022
Cumulative interest rate
sensitivity gap 15,262,022 - - - - 15,262,022

*The on-balance sheet gap represents the net amounts of on-balance sheet items.
34.1.3 Price risk

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result of changes in market prices (other than those
arising from interest rate risk or currency risk) 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 Company is exposed to price risk because of investments held by the Company in units of open-end collective investment schemes and pension
funds managed by the Company itself. The investments are marked to market based on the net assets value which are declared for each fund on a daily
basis. Senior management of the Company reviews these investments on a regular basis. Furthermore, the Investment Committee of the Company also
reviews and approves all significant investment decisions.
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In case of 1% increase / decrease in the net asset values of the investments subject to price risk, the profit for the
year after taxation of the Company would be higher / lower by Rs. 9.915 million (2018: Rs. 3.840 million), other
comprehensive income for the year would be higher / lower by Rs Nil (2018: Rs 7.148 million) and total
comprehensive income for the year would be higher / lower by Rs. 9.915 million (2018: Rs. 10.989 million).

34.2 Credit risk

Credit risk is the risk that a counterparty will fail to discharge an obligation and cause the other party to incur a
financial loss. The entire portfolio of financial assets of the Company (except for cash in hand) is subject to credit risk.
However, the management believes that the Company's credit risk is minimal as major portion of financial assets
comprise investments in or receivables from its Funds under management which are financially sound.

The Company's financial assets are neither past due nor impaired as at the reporting date.

The maximum exposure to credit risk before any credit enhancements at 30 June 2019 is the carrying amount of the
financial assets as set out below:

2019 2018

Financial assets (Rupees)

Investments 991,523,572 1,139,199,683
Long term deposits 4,487,188 3,089,228
Long-term loans 5,148,566 5,328,732
Receivable from related parties 499,653,341 511,110,119
Loans and advances 2,705,906 1,449,092
Deposits and other receivables 18,512,433 23,052,575
Accrued mark-up 181,212 200,207
Cash and bank balances 23,165,617 19,491,053

1,545,377,835 1,702,920,689

Latest ratings of the Funds from which amounts are receivable or where the Company has invested in are as follows:

As at 30 June As at 30 June Rating agency
2019 2018
----------------------- (Stability rating)

MCB Cash Management Optimizer AA+(f) AA (f) PACRA
MCB DCF Income Fund - A+ PACRA
Alhamra Islamic Income Fund AA-(f) AA - (f) PACRA
MCB Pakistan Sovereign Fund AA-(f) AA - (f) PACRA
Pakistan Cash Management Fund AA+(T) AAA (f) PACRA
Pakistan Income Enhancement Fund A+(f) A+ (f) PACRA
Pakistan Income Fund A+(f) A+ (f) PACRA
Pakistan Sarmaya Mehfooz Fund N/A CP2 + PACRA

Ratings of other Funds are not available.

Latest available ratings of banks with which deposits are kept are as follows:

As at 30 June 2019 As at 30 June 2018 Rating agency
BANK Short-term Long-term Short-term Long-term
(Rating)

MCB Bank Limited A1+ AAA AAA A1+ PACRA
Summit Bank Limited A-1 A- A- A-1 JCR-VIS
Bank Al Habib Limited A1+ AA+ AA+ A1+ PACRA
Faysal Bank Limited A1+ AA AA Al+ PACRA
MCB Islamic Bank Limited A1 A A A1 PACRA
Bank Alfalah Limited A1+ AA+ AA A1+ PACRA
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34.3 Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting its financial obligations as they fall due. Liquidity
risk arises because of the possibility that the Company could be required to pay its liabilities earlier than expected or difficulty
in raising funds to meet commitments associated with financial liabilities as they fall due. The Company’s approach to
managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due,
under both normal and stressed conditions, without incurring unacceptable losses or risking damage to the Company's
reputation. Following are the contractual maturities of the Company's financial liabilities (based on the remaining period to

maturity):
2019
Carrying Contractual cash  Six months or
Non-Derivative amount flows less
Financial liabilities (G L) P ———
Trade and other payables 93,758,284 93,758,284 93,758,284
Unclaimed dividend 4,256,938 4,256,938 4,256,938
98,015,222 98,015,222 98,015,222
Non-Derivative
Financial liabilities
2018
Carrying Contractual cash  Six months or less
amount flows
(Rupees) -----------------
Trade and other payables 181,839,251 181,839,251 181,839,251
Unclaimed dividend 4,203,632 4,203,632 4,203,632
186,042,883 186,042,883 186,042,883
35 RECONCILIATION OF MOVEMENTS OF LIABILITIES TO CASH FLOWS ARISING FROM Unappropriated
FINANCING ACTIVITIES profit (as adjusted
for IFRS 9)
Balance as at 1 July 2018 507,990,917
Profit for the year 24,235,396
Dividend paid (126,000,000)
Balance as at 30 June 2019 406,226,313

36 FAIRVALUE OF FINANCIAL INSTRUMENTS

Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable willing parties in an
arm's length transaction. Consequently, differences can arise between carrying values and fair value estimates.

Underlying the definition of fair value is the presumption that the Company is a going concern without any intention or requirement
to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

The fair values of investments in units of open-end collective investment schemes and pension schemes are based on the net
assets value announced by the Company at each reporting date.

The estimated fair value of all other assets and liabilities is considered not to be significantly different from carrying values as the
items are either short-term in nature or are periodically repriced.

Fair value hierarchy

International Financial Reporting Standard 13, 'Fair Value Measurement' requires the Company to classify fair value measurements
using a fair value hierarchy that reflects the significance of the inputs used in making the measurements. The fair value hierarchy
has the following levels:

- Level1
quoted prices (unadjusted) in active markets for identical assets or liabilities ;
- Level 2

inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (i.e. as prices)
or indirectly (i.e. derived from prices) (level 2); and

- Level 3

inputs for the asset or liability that are not based on observable market data (i.e. unobservable inputs) (level 3).
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37

The table below analyses financial instruments measured at the end of the reporting period by the level in the fair value hierarchy into which the fair value

measurement is categorized:

On-balance sheet
financial instruments

As at 30 June 2019

Financial assets
measured at fair value

Long-term investments

Short-term investments

Financial assets not

measured at fair value
Long-term loans
Long-term deposits
Receivable from related parties
Loans and advances
Deposits and other receivables
Accrued mark-up
Cash and bank balances

Financial liabilities not
measured at fair value
Unclaimed dividend

Trade and other payables

On-balance sheet
financial instruments

Financial assets
measured at fair value

Long-term investments

Short-term investments

Financial assets not
measured at fair value

Long-term loans
Long-term deposits

Receivable from related parties
Loans and advances

Deposit and other receivables
Accrued mark-up

Cash and bank balances

Financial liabilities not
measured at fair value
Unclaimed dividend

Trade and other payables

CAPITAL MANAGEMENT

Carrying amount Fair value
Financial Amortised Other financial Total Level 1 Level 2 Level 3 Total
assets at FVTPL cost liabilities
(Rupees)
486,816,184 - - 486,816,184 486,816,184 - - 486,816,184
504,707,388 - - 504,707,388 504,707,388 - - 504,707,388
991,523,572 - - 991,523,572
- 5,148,566 - 5,148,566
- 4,487,188 - 4,487,188
- 499,653,341 - 499,653,341
- 2,705,906 - 2,705,906
- 18,512,433 - 18,512,433
- 181,212 - 181,212
- 23,165,617 - 23,165,617
- 553,854,263 - 553,854,263
- - 4,256,938 4,256,938
- - 93,758,284 93,758,284
- - 98,015,222 98,015,222
As at 30 June 2018
Carrying amount Fair value
Investments Loans and Other financial Total Level 1 Level 2 Level 3 Total
receivables liabilities
(Rupees)
520,628,175 - - 520,628,175 520,628,175 - - 520,628,175
618,571,508 - - 618,571,508 618,571,508 - - 618,571,508
1,139,199,683 - - 1,139,199,683
- 5,328,732 - 5,328,732
- 3,089,228 - 3,089,228
- 511,110,119 - 511,110,119
- 1,449,092 - 1,449,092
- 23,052,575 - 23,052,575
- 200,207 - 200,207
- 19,491,053 - 19,491,053
- 563,721,006 - 563,721,006
- - 4,203,632 4,203,632
- - 181,839,251 181,839,251
- - 186,042,883 186,042,883

The Company’s objectives when managing capital are:

- to safeguard the entity's ability to continue as a going concern, so that it can continue to provide returns to shareholders and benefits to other stakeholders, and
- to provide an adequate return to shareholders by pricing products and services that commensurate with the level of risk.

The Company is subject to externally imposed minimum equity requirement laid down under the NBFC Rules, 2003 and the NBFC Regulation, 2008 for providing
asset management services and investment advisory services and is required to maintain Rs. 230 million equity.

The Company sets the amount of capital in proportion to risk. The Company manages the capital structure and makes adjustments to it in the light of changes in
economic conditions and the risk characteristics of the underlying assets. Currently, the Company is financing its operations through equity and working capital.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

38 TRANSACTIONS WITH RELATED PARTIES

MCB Bank Limited (MCB) holds 51.33% ordinary shares of the Company as at the year end. Therefore, all subsidiaries and associated undertakings of MCB are related
parties of the Company. Other related parties comprise of Arif Habib Corporation Limited with a holding percentage of 30%, companies having common directorship,
collective investment schemes and voluntary pension schemes managed by the Company, directors, key management personnel and their close family members and
retirement benefit plan. Contributions for staff retirement benefits are made as per the service rules. Transactions with the key management personnel comprising of their
remuneration and loans are as per the terms of employees. Other transactions are at agreed rates. Details of such transaction are as follows:

38.1 Transactions with related parties during the year

Name of the related party Relationship and Nature of transaction 2019 2018
percentage of shareholding (Rupees)
MCB BANK LIMITED Parent company with Commission and other expenses 47,058,258 53,066,755
51.33% Holding Profit on bank deposits 1,326,393 1,228,121
Bank charges 437,010 410,790
Reimbursement of expenses - 12,966,250
Branch sharing expenses 5,149,817 4,339,916
Dividend paid 64,674,344 64,674,344
MCB ISLAMIC BANK LIMITED Subsidiary of Profit on bank deposits 14,608 27,916
Parent Company
NISHAT REAL ESTATE DEVELOPMENT  Group Company Rent expense 3,709,869 3,398,747
COMPANY (PVT) LIMITED of Parent Company
NISHAT HOTELS AND PROPERTIES Group Company Rent expense 2,114,065 2,480,000
LIMITED of Parent Company
ADAMJEE LIFE ASSURANCE COMPANY  Group Company Investment advisory fee 18,423,461 14,480,626
LIMITED of Parent Company Amount paid against life assurance - 8,067,444
Sale of software - 5,000,000
Income from service level agreement 250,000 -
ADAMJEE INSURANCE COMPANY Group Company Amount paid against insurance 14,895,498 1,367,545
LIMITED of Parent Company Amount received against insurance claim 290,990 333,297
Dividend paid 8,954,750 8,954,750
ARIF HABIB CORPORATION LIMITED Associate with 30.09% Dividend paid 37,912,292 37,912,292
Holding Company
ARIF HABIB LIMITED Subsidiary of Sharing of expenses 94,608 712,541
Associated Company
MCB CASH MANAGEMENT OPTIMIZER  Funds under Management fee 105,177,288 81,564,741
management Reimbursement of expenses 11,237,876 12,767,852
Dividend Income 17,213,586 -
Investment in units 3,577,182,215 529,644,149
Redemption of units 3,792,270,353 508,500,000
MCB DCF INCOME FUND Funds under Management fee 58,774,821 82,277,923
management Share of sales load 1,348,129 171,876
Back end load 46,087 23,620
Reimbursement of expenses 3,918,321 5,485,195
Investment in units 672,374,484 -
Redemption of units 672,884,742 -
ALHAMRA ISLAMIC INCOME FUND Funds under Management fee 24,653,205 17,444,246
management Share of sales load 548,493 639,078
Reimbursement of expenses 2,579,135 2,774,206
Sharia fee paid on behalf of the fund 900,000 900,000
Investment in units 402,239,306 -
Redemption of units 402,601,810 -
MCB PAKISTAN ASSET ALLOCATION Funds under Management fee 58,210,668 64,524,895
FUND management Share of sales load 286,116 192,503
Reimbursement of expenses 2,910,611 3,226,245
Selling and marketing 11,641,298 12,904,131
Back-end load 3,057,637 9,122,365
Investment in units 50,000,000 -
Redemption of units 50,123,345 -
MCB PAKISTAN FREQUENT PAYOUT Funds under Management fee 4,490,633 6,689,369
FUND management Reimbursement of expenses 328,872 664,206
ALHAMRA ISLAMIC STOCK FUND Funds under Management fee 61,917,014 64,424,953
management Share of sales load 1,426,002 408,992
Reimbursement of expenses 3,095,848 3,221,248
Selling and marketing 12,383,403 12,884,773
Sharia fee paid on behalf of the fund 900,000 900,000
MCB PAKISTAN SOVEREIGN FUND Funds under Management fee 6,299,297 6,294,981
management Share of sales load 45,018 38,497
Reimbursement of expenses 652,271 985,132
Investments in units 241,312,122 -
Redemption of units 241,482,932 -
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38.2

Name of the related party

MCB PAKISTAN STOCK MARKET FUND

PAKISTAN CAPITAL MARKET FUND

PAKISTAN CASH MANAGEMENT FUND

PAKISTAN INCOME ENHANCEMENT
FUND

PAKISTAN INCOME FUND

ALHAMRA ISLAMIC ASSET
ALLOCATION FUND

ALHAMRA ISLAMIC PENSION FUND

PAKISTAN PENSION FUND

AL-HAMRA ISLAMIC ACTIVE ASSET
ALLOCATION FUND PLAN-I

AL-HAMRA ISLAMIC ACTIVE ASSET
ALLOCATION FUND PLAN-II

ALHAMRA DAILY DIVIDEND FUND

Amount outstanding at year end

MCB BANK LIMITED

MCB ISLAMIC BANK LIMITED
ADAMJEE LIFE ASSURANCE
COMPANY LIMITED

NISHAT REAL ESTATE DEVELOPMENT
COMPANY (PVT.) LTD.

ARIF HABIB LIMITED

MCB DCF INCOME FUND

MCB - Arif Habib Savings and Investments Limited

Relationship and

percentage of shareholding

Funds under
management

Funds under
management

Funds under
management

Funds under
management

Funds under
management

Funds under
management

Funds under
management

Funds under
management

Funds under
management
Funds under

management

Funds under
management

Parent company with
51.33% Holding

Subsidiary of
Parent Company

Group Company
of Parent Company

Group Company
of Parent Company

Subsidiary of
Associated Company

Funds under
management

Nature of transaction

Management fee

Share of sales load
Back-end load
Reimbursement of expenses
Selling and marketing
Investments in units
Redemption of units

Management fee

Share of sales load
Reimbursement of expenses
Selling and marketing

Management fee
Reimbursement of expenses
Investments in units
Redemption of units

Management fee

Share of sales load
Reimbursement of expenses
Investments in units
Redemption of units

Management fee
Share of sales load
Reimbursement of expenses

Management fee

Share of sales load

Back end load

Reimbursement of expenses

Selling and marketing

Shariah fee paid on behalf of the fund

Management fee
Share of sales load
Contribution to fund on behalf of the employees

Management fee
Share of sales load
Contribution to fund on behalf of the employees

Management fee
Reimbursement of expenses

Management fee
Sales load
Reimbursement of expenses

Management fee
Dividend income
Investments in units
Redemption of units

Bank balance

Other payable
Commission payable
Mark-up receivable

Bank balance
Mark-up receivable

Advisory fee receivable
Receivable against sale of intangible

Rent Deposit

Sharing of expenses

Remuneration receivable
Sales load receivable
Receivable against reimbursement of expenses

86

2019
(Rupees)

222,717,140
5,049,301
21,283
11,135,857
44,543,428
319,246,509
219,000,000

11,537,919
66,693
579,832
2,307,585

2,031,380
277,538
222,389,873
222,525,341

11,608,524
353,981
877,677

962,667,274
963,339,660

14,626,110
1,230,310
1,495,060

72,036,176
3,272,252
12,240,965
3,601,809
14,407,235
900,000

12,166,856
671,719
16,557,763

23,435,799
474,663
5,564,415

440,315
1,154,940

136,374
108,818
762,715

4,844,583
869,942
142,885,765
106,181,782

13,096,131
4,380,075
4,222,600

115,076

1,093,594
1,385

9,224,102

784,326

47,304

104,461,978
28,331,907
318,628

2018

209,777,296
2,011,613
20,699
10,488,865
41,955,460
74,467,287
142,647,360

12,604,006
61,495
630,200
138,284

4,378,779
706,919

18,853,973
175,370
1,837,648

20,722,340
173,212
1,498,424

49,880,453
1,259,721
6,493,005
2,494,023
9,976,091

900,000

10,767,398
253,059
11,846,477

21,811,979
245,659
4,554,273

830,620
1,457,948

422,844
180,916
727,009

334,171
869,942
106,996,789
106,996,789

14,713,692
14,379,790
3,331,143
166,561

1,056,985
1,041

9,023,008
2,500,000

784,326
506,193

105,431,420
28,324,680
375,822
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Name of the related party Relationship and
percentage of shareholding

MCB PAKISTAN ASSET ALLOCATION Funds under
FUND management

MCB CASH MANAGEMENT OPTIMIZER Funds under
management

ALHAMRA ISLAMIC INCOME FUND Funds under
management

MCB PAKISTAN STOCK MARKET FUND  Funds under

management

PAKISTAN INCOME FUND Funds under
management

MCB PAKISTAN SOVEREIGN FUND Funds under
management

PAKISTAN CAPITAL MARKET FUND Funds under
management

ALHAMRA ISLAMIC STOCK FUND Funds under
management

PAKISTAN PENSION FUND Funds under
management

ALHAMRA ISLAMIC ASSET Funds under
ALLOCATION FUND management
ALHAMRA ISLAMIC PENSION FUND Funds under
management

PAKISTAN SARMAYA MAHFOOZ FUND  Funds under
(Matured) management

PAKISTAN CASH MANAGEMENT FUND  Funds under
management

PAKISTAN INCOME ENHANCEMENT Funds under
FUND management

MCB PAKISTAN FREQUENT PAYOUT Funds under
FUND management

AL-HAMRA ISLAMIC ACTIVE ASSET Funds under
ALLOCATION FUND PLAN-I management

AL-HAMRA ISLAMIC ACTIVE ASSET Funds under

ALLOCATION FUND PLAN-II management
ALHAMRA DAILY DIVIDEND FUND Funds under
management

Nature of transaction

Remuneration receivable

Sales load receivable

Back-end load

Receivable against reimbursement of expenses
Receivable against selling & marketing expenses

Remuneration receivable

Closing balance of investment in units
Receivable against reimbursement of expenses
Sales Load Receivable

Remuneration receivable

Sales load receivable

Receivable against reimbursement of expenses
Receivable against shariah fee

Remuneration receivable

Sales load receivable

Other receivable

Closing balance of investment in units
Receivable against reimbursement of expenses
Receivable against selling & marketing expenses

Remuneration receivable
Sales load receivable
Receivable against reimbursement of expenses

Remuneration receivable
Sales load receivable
Receivable against reimbursement of expenses

Remuneration receivable

Sales load receivable

Receivable against reimbursement of expenses
Receivable against selling & marketing expenses

Remuneration receivable

Sales load receivable

Receivable against reimbursement of expenses
Receivable against selling & marketing expenses
Receivable against Shariah Fee

Remuneration receivable
Sales load receivable
Closing balance of investment in units

Remuneration receivable

Sales load receivable

Back end load receivable

Receivable against reimbursement of expenses
Receivable against selling & marketing expenses
Receivable against shariah fee

Remuneration receivable
Sales load receivable
Closing balance of investment in units

Remuneration receivable
Sales load receivable

Remuneration receivable
Receivable against reimbursement of expenses

Remuneration receivable

Sales load receivable

Other receivable

Receivable against reimbursement of expenses

Remuneration receivable
Sales load receivable
Receivable against reimbursement of expenses

Remuneration receivable
Receivable against reimbursement of expenses

Remuneration receivable
Receivable against reimbursement of expenses

Remuneration receivable

Payable against bank charges

Other receivable

Closing balance of investment in units

2019
(Rupees)

23,398,751
16,330,340
6,779
193,409
2,528,787

67,185,313
212,000,020
754,375
18,788

11,233,424
3,078,600
182,361
75,000

73,325,972
3,966,585

256,003,384
820,868
10,331,523

10,804,604
296,652
115,300

29,786,438
4,169,839
56,616

6,826,186
393,847
42,204
523,686

10,898,534
175,928
230,793

2,873,160
75,000

8,141,849
1,614,522
245,136,795

11,588,374
1,362,729
502,186
251,193
3,144,226
75,000

4,153,360
128,583
241,679,389

1,960,082
2,307,278

11,933,267

17,581,109
4,818,822

60,251

1,276,206
3,624,618
20,962

21,710
52,988

4,353
59,140

1,177,289
243,033

36,703,984

2018

24,871,165
16,757,790
1,293,734
258,560
3,184,835

63,337,767
424,303,397
1,182,824

10,659,129
3,114,407
464,421
75,000

74,514,641
4,489,367
5,026
194,268,111
873,464
10,946,767

10,298,358
445,802
122,321

29,452,072
4,169,841
52,952

7,050,273
396,220
52,147
138,284

12,221,892
143,179
289,060

3,620,042
75,000

8,140,003
841,023
255,569,563

12,443,393
4,163,891
744,899
289,026
3,395,929
75,000

4,099,420
358,280
265,058,612

1,960,082
2,307,278

12,174,814
68,521

17,911,242
4,748,432
3,529
115,348

1,393,526
3,624,619
39,913

74,282
116,499

38,774
67,036

157,897
19,212
40,000

Key management personnel of the Company comprises of the Directors, Chief Executive Officer and Exec utives. Their remuneration are disclosed in note 32 to the

financial statements.
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39

40

LY

42

43

NUMBER OF EMPLOYEES

The total number of employees as at year end were 332 (2018: 384) and average number of employees
were 319 (2018: 347).

NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD

The Board of Directors in its meeting held on 13 September 2019 has declared final cash dividend of Rs. 1.35 per share
(2018: Rs. 1.75 per share declared on 14 September 2018). These financial statements do not include the effect of this
appropriation which will be accounted for in the financial statements of the Company for the year ending 30 June 2020.

CORRESPONDING FIGURES

Comparative information has been reclassified or rearranged in these financial statements for the purpose of better
presentation. Following major reclassification has been made during the year:

Description Reclassified from Reclassified to 2018
Front end load income Processing and other related income Selling and distribution expenses 13,519,417
DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorized for issue on 13 September, 2019 by the Board of Directors of the Company.
GENERAL

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

s ' -,

Chief Executive Officer Chief Financial Officer Director
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FORM OF PROXY
19" ANNUAL GENERAL MEETING
On October 24, 2019

The Company Secretary

MCB-Arif Habib Savings and Investments Limited
24™ Floor, Centrepoint, Off-Shaheed-e-Millat Expressway,
KPT Interchange,

Karachi-74900

I/'Weof in the
district of being a member of MCB-Arif Habib Savings and

Investments Limited, hereby appoint

of. as my/our proxy to vote for me/us and on my/our
behalf at the 19™Annual General Meeting of the Company to be held on Thursday, October 24,
2019and at any adjournment thereof.

Signed this day of 2019.

Signature on five Rupees

Revenue Stamp

(The signature should agree with the specimen registered with the Company)

1. WITNESS: 2. WITNESS:
Signature: Signature:

Name: Name:

Address: Address:

CNIC/ Passport No. CNIC/ Passport No.
Shareholder Folio No.

CDC Participant ID No & Sub Account No.

Note:
1. This Proxy Form, duly completed and signed, must be received at the Registered Office of the Company at
24" Floor, Centrepoint, Off Shaheed-e-Millat Expressway, near KPT Interchange, Karachi-74900, Pakistan
not less than 48 hours before the time of holding the meeting. A proxy need not be a member of the Company.

2. If a member appoints more than one proxy and more than one instruments of proxy are deposited by a member
with the Company, all such instruments of the proxy shall be rendered invalid.

3. CDC share holders and their proxies are each requested to attach an attested photocopy of their Computerized
National Identity Card or Passport with this proxy form before submission to the Company.

4. The proxy shall produce his original CNIC or original passport at the time of the meeting.

5. In case of a corporate entity, the Board of Directors resolution / power of attorney with specimen signature of
the nominee shall be submitted (unless it has been provided earlier) along with proxy form to the Company.
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MCB-Arif Habib Savings and Investments Limited

Head Office: 24th Floor, Centrepoint, Off Shaheed-e-Millat Expressway, Near K.PT. Interchange, Karachi-74900

UAN: (+92-21) 11-11-62224 (11-11-MCB-AH), 111-468-378 (111-INVEST), Fax: (+92-21) 35316080, 35316081,
URL: www.mcbah.com, Email: info@mcbah.com
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