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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

Dear Investor,

On behalf of the Board of Directors, I am pleased to present Pakistan Income Enhancement Fund accounts review for the half year ended
December31,2016.

ECONOMYAND MONEY MARKET OVERVIEW

Weakness in external account raised concerns in otherwise progressive improvement in headline economic indicators continuing for the last 2
years. Weak trade balance, primarily due to subdued trend in exports and higher imports along with weak contribution from services and
remittances kept the pressure on overall Current Account balance which widened 92% in IHFY'17 to USD 3.6 billion. It is pertinent to note that
partial increase in imports is triggered by machinery imports which have increased by 8.3% along with increase in oil import bill which is
expected to widen further given recent arrangements from OPEC to support Int'l Crude Oil prices. The cushion to Balance of Payments was
bolstered by financial account of USD 3.7 bn where major respite came from the net borrowing of USD 740 million along with the inflow
materialized in FDI on completion of acquisition of stake in Engro Foods by Freisland Campina. Overall balance of the Balance of Payments
stood at USD 225 mn compared to USD 1.5 bn during same period of last year.

Foreign exchange reserves stood at USD 23.2 bn (06" Jan 2017). It is pertinent to note that SBP reserves explain most of the volatility in For-ex
reserves where government borrowing and retirement of loans has net negative balance in 1HFY 17 while closing approx USD 1bn lower from
peak seenin Oct 16.

Undergoing appreciation of about 0.4% in 1HFY17, PKR continues to remain resilient against USD which also raises concerns given the
relative weakness in other developing economies and also reflected from REER as measured by SBP reaching to a high of 126 depicting
significant overvaluation.

Fiscal deficit increased to 1.3 %( 1QFY17) of GDP as against 1.1% in SPLY due to sharp decline in non-tax revenue. On provisional basis, tax
authority has managed to collect PKR 1,460 billion during 1HFY 17, recording a shortfall of PKR ~127 billion from the desired target. With
annual tax collection target of PKR 3.6 trillion; demanding a growth rate of 17% YoY, and higher development spending, fiscal deficit is likely to
exceed 4.5% against budgetary target of 3.8%. Focus of government on development spending is however positive for the overall long term
direction and thus slippage on this front is not a major concern.

LSM grew by 3.24%YoY in SMFY17. The growth is driven through consumer, electrical, automobiles and cement manufacturing.

Inflation continued its upward trajectory with first half averaging 3.88% compared to 2.08% for IHFY'16. The withering of low base effect along
with inherent increases in food and housing pricing triggered inflationary pressures. The government kept on absorbing the incremental petrol
prices which kept the inflation subdued.

M2 growth posted year to date growth of 5.45% by the end of the year. The deposits grew seasonally by PKR 420 bn in a week supported by year
end efforts of banks to expand balance sheet size. Thereafter, the M2 growth has normalized to 3.68%. Moreover, the abnormal accumulation in
currency in circulation (CIC) last year triggered after imposition of withholding tax on cash withdrawals has normalized though CIC to M2 ratio
is still high at 26% against previous average of 22%. The Net Domestic Assets increased by PKR 518 bn supported by net government sector
borrowings of PKR 390 bn.

FUND PERFORMANCE

During the period under review, the fund generated an annualized return of 3.62% as against its benchmark return of 6.19%.

WAM of fund is significantly dropped down to 1.3 YTM as compare to 2.2 YTM in June 2016. The fund decreased its exposure in PIBs at end of
the period with a focus on booking capital gains amid market expectations of further monetary easing. At period-end, the fund was invested

41.7%1n Cash, 17% in TDRs, 3.5% in Treasury Bills, 13.7% in TFCs and 0.6% in PIBs.

The Net Assets of the Fund as at December 31,2016 stood at Rs. 3,106 million as compared to Rs. 2,463 million as at June 30, 2016 registering
anincrease 0f26.11%.

The Net Asset Value (NAV) per unit as at December 31, 2016 was Rs. 54.13 as compared to opening NAV of Rs. 53.16 per unit as at June 30,
2016 registering an increase of Rs. 0.97 per unit.

FUTURE OUTLOOK

The reversal in crude oil prices is expected to wither of the fiscal space previously available amid growing import bill. The recent decision by
government to revise up petroleum prices in its latest fortnightly decision points towards constricting fiscal liberty.

The recently announced textile package is expected to provide support to the export sector. However, the overvalued currency as depicted from

REER still remains a blockade for export competitiveness of the country however the same may remain deferred till the government continues
to fund the gap through borrowing.
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REPORT OF THE DIRECTORS OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

The inflationary pressures are also expected to succumb to expected increments in petroleum prices along with its trickle down impact on
food inflation. We expect inflation for the year to average ~4.3%. It is pertinent to note inflation for next half of the year is expected to
average around 4.8% with inflation for closing months of the year to exceed 5%.

While, we expect interest rates to remain stable in the short term given the stable inflationary trends, exchange rate overvaluation along with
weak external account suggest a close review of emerging trends with potential for inflection on either side though biased in favor of monetary
tightening.

The China Pakistan Economic Corridor is expected to provide much needed impetus to growth with above $50 billion program expected to spur
activity in the construction and power space which would have its trickle down affects. However, the current account is expected to worsen with
import bill increasing in the short term along with the Foreign Direct Investment inflows. Profit repatriation in the long term would also be a
concern for the balance of payments position.

Pakistan being in an economic expansionary cycle amid better positioning due to lower/stable interest rate environment along with growth
trigger in the form China Pakistan Economic Corridor would fare better compared to other Emerging Market economies. The program is
expected to favour the construction and allied industrial sectors. Banking sector is also expected to be beneficiary of strong advances growth ina
stable interest rate environment. The MSCI specific companies are expected to gain limelight as formal inclusion nears. However, the volatility
in global markets lead by uncertainty in global economies after Trump's induction as US President and redemption pressures on emerging
market funds would keep the short term market performance in check. But we reiterate our positive stance on the market.

ACKNOWLEDGMENT

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

For and on behalf of the Board,

Vdors

Muhammad Saqib Saleem
Chief Executive Officer
February 2,2017
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TRUSTEE REPORT TO THE UNIT HOLDERS

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office:

O House, 99-B, Block ‘B,
S.M.CH.5. Main Shahra-eFalsal,
Karacni - 74400, Pakislan.

Iel: (92-21) 111-191-500

Fax: (92-21) 34326020 - 23
URL: waww.cdepakistan.com
Frnall: info@cdepak.com

TRUSTEE REPORT TO THE UNIT HOLDERS
PAKISTAN INCOME ENHANCEMENT FUND

Report of the Trustee pursuant to Regulation 41(h) of the Non-Banking Finance
Companics and Notificd Entities Regulations, 2008

We Central Depository Company of Pakistan Limited, being the Trustec of Pakistan Income
Enhancement Fund (the Fund) are of the opinion that MCB-Anl Hubib Savings and
Investments Limited being the Management Company of the Fund has in all material
respects managed the Fund during the six months period ended December 31, 2016 in
accordance with the provisions of the lollowing:

(1} Limitations imposed on the invesiment powers of the Management Company under
the ¢comstilulive documents of the Fund;

(1} The pricing, issuance and redemption of units are carried out in accordance with the
requirements ol the constiutive dacuments of the Fund; and

(1ii}  The Non-Banking Finance Companies (Establishment and Regulations) Rules, 2003,
the Non-Banking Finanee Companies and Notified Entities Regulations, 2008 and
the constilutive documents of the Fund.

Aftah Ahmed Diwan
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi Februury 20, 2017
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AUDITOR’S REPORT TO THE UNIT HOLDERS ON
REVIEW OF CONDENSED INTERIM FINANCIAL INFORMATION

Deloitte. e Youmt

Chartered Accourttants
Cavish-Court, A-35,Block 7 & 8
KCHSU, Shahrah-e-Faisal
Karachi-75350

Pakistan

Telk +92 (0} 21 3454 6494-7
Fax:  +9240) 21- 3454 1314

www.deloltte.com

AUDITORS’ REPORT TO THE UNIT HOLDERS ON REVIEW OF
INTERIM FINANCIAL INFORMATION

Introduction

We have reviewed the accompanying condensed interim statement of assets and liabilities of Pakistan
Income Enhancement Fund (the Fund) as at December 31, 2016, and the related condensed interim
income statement, condensed interim statement of comprehensive income, condensed interim
distribution statement, condensed interim cash flow statement and condensed interim statement of
movement in unit holders’ fund together with the notes forming part thereof (here-in-after referred to
as the ‘interim financial information’), for the half year ended December 31, 2016. The Management
Company (MCB Arif Habib Savings and Investments Limited) is responsible for the preparation and
presentation of this interim financial information in accordance with approved accounting standards as
applicable in Pakistan for interim financial reporting. Qur responsibility is to express a conclusion on this
interim financial information based on our review. The figures of the condensed interim income
statement, condensed interim statement of comprehensive income, condensed interim distribution
statement, condensed interim cash flow statement and condensed interim statement of movement in
unit holders’ fund for the quarters ended December 31, 2016 and 2015 have not been reviewed, as we
are required to review only the cumulative figures for the half year ended December 31, 2016.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
*Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review
of interim financial information consists of making inquiries, primarily of persons respansible for
financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with Internaticnal Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim financial information as of and for the half year ended December 31, 2016 is not

prepared, in all material respects, in accordance with approved accounting standards as applicable in
Pakistan for interim financial reporting.

Chartered Acm/t;éts

Engagement Partner
Mushtaq Ali Hirani

Dated: [} 2 FEB 2017
Karachi :
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES

AS AT DECEMBER 31, 2016
(Un-audited) (Audited)
December 31, June 30,
2016 2016
Note ~  -—-- (Rupees in '000') -----
ASSETS
Balance with banks 1,488,321 1,291,192
Investments 5 1,331,553 1,205,461
Income and profit receivable 20,879 30,768
Deposits, prepayments and other receivables 59,490 558
Advance against subscription of Term Finance Certificate 100,000 -
Receivable against margin trading system 131,911 -
Receivable against sale of equity securities 434,302 -
Total assets 3,566,456 2,527,979
LIABILITIES
Payable to the Management Company 8,820 7,040
Payable to the Central Depository Company of Pakistan Limited - Trustee 264 385
Payable to the Securities and Exchange Commission of Pakistan 943 2,425
Payable against redemption of units 2,079 3,108
Payable against purchase of equity securities 401,369 -
Future contract payable 2,560 -
Accrued expenses and other liabilities 6 44,471 52,469
Total liabilities 460,506 65,427
NET ASSETS 3,105,950 2,462,552
Unit holders' funds (as per statement attached) 3,105,950 2,462,552
Contingencies and commitments 7
(Number of units)
Number of units in issue 57,375,679 46,324,787
(Rupees)

NET ASSET VALUE PER UNIT 54.13 53.16

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.

For MCB-Arif Habib Savings and Investments Limited
q' ijpi,_/ (Management Company) /"‘—“ 7

Chief Executive Officer Director
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CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

Half year ended Quarter ended
December 31, December 31,
2016 2015 2016 2015
Note --------------- (Rupees in '000') ---------------
INCOME
Income from government securities 42,595 83,393 9,037 44,971
Capital (loss) / gain on sale of investments - net 4,777) 19,654 1,292 17,099
Income from term finance certificates 20,041 10,824 8,591 3,809
Profit on bank deposit and term deposit receipts 25,283 15,297 18,663 11,835
Dividend income 3,844 - 3,844 -
Markup income on margin trading system 3,257 - 3,257 -
Loss on spread transaction (15,155) - (15,155) -
75,088 129,168 29,529 77,714
Unrealised appreciation / (diminution) in fair value of
investments classified as 'at fair value through profit or loss' - net 5.8 6,967 (989) 6,930 (1,060)
Unrealised diminution in fair value of listed equity securities
sale in future (for spread transaction) (2,560) - (2,560) -
Provision (charged) / reversed against non-performing
debt securities (2,549) 3,166 - 2,857
Total income 76,946 131,345 33,899 79,511
EXPENSES
Remuneration of the Management Company 18,850 17,867 8,970 10,120
Sindh Sales tax and Federal Excise Duty on
remuneration of the Management Company 2,450 5,766 1,166 3,262
Remuneration of the Central Depository Company of
Pakistan Limited - Trustee 1,497 1,439 723 693
Sindh Sales tax on remuneration of Trustee 8 195 201 94 201
Securities and Exchange Commission of Pakistan - annual fee 942 889 448 506
Allocated expense 9 1,420 289 676 289
Securities transaction cost 2,125 473 1,704 253
Bank charges 368 150 240 70
Fees and subscriptions 269 91 185 46
Professional charges on marginal trading system 302 - 302 -
Auditors' remuneration 276 314 143 160
Printing and related costs 105 93 65 53
Total expenses 28,799 27,572 14,716 15,653
48,147 103,773 19,183 63,858
Net element of income and capital gains / (losses)
included in prices of units issued less those in units redeemed
-Arising from capital gain and unrealised gain 1,917 6,974 827 1,265
-Arising from other income 9,057 10,810 13,716 (481)
Provision for Workers' Welfare Fund 6.1 - - - -
Net income for the period before taxation 59,121 121,557 33,726 64,642
Taxation 10 - - - -
Net income for the period after taxation 59,121 121,557 33,726 64,642
Earnings per unit 11

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.

For MCB-Arif Habib Savings and Investments Limited
q' ijpi,_/ (Management Company) /"‘—“ 7

Chief Executive Officer Director
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

Half year ended Quarter ended
December 31, December 31,
2016 2015 2016 2015

--------------- (Rupees in '000') -----------—-—-—-

Net income for the period after taxation 59,121 121,557 33,726 64,642
Other comprehensive income for the period
Items that may be reclassified to profit and loss account

Unrealised (diminution) / appreciation on re-measurement of
investments classified as 'available for sale' (3,040) (1,618) 4,520 (21,932)

Total comprehensive income for the period 56,081 119,939 38,246 42,710

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.

For MCB-Arif Habib Savings and Investments Limited

q _ -J!}-"lr‘j/ . (Management Company) % 7

Chief Executive Officer Director
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CONDENSED INTERIM DISTRIBUTION STATEMENT (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

Undistributed income brought forward

Net element of income / (loss) and capital gains / (losses) included
in the prices of units issued less those in units redeemed -
transferred from unit holder's fund

Net Income for the period

Undistributed income carried forward

Half year ended Quarter ended
December 31, December 31,

2016 2015 2016 2015
--------------- (Rupees in '000') -----------——--

142,647 59,260 159,602 220,470
34,794 102,900 43,234 (1,395)
59,121 121,557 33,726 64,642
93,915 224,457 76,960 63,247

236,562 283,717 236,562 283,717

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.

For MCB-Arif Habib Savings and Investments Limited

Vo

Chief Executive Officer
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDER’S FUND (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

Half year ended Quarter ended
December 31, December 31,
2016 2015 2016 2015

------------------- (Rupees in '000") ------------—--——--

Net assets at beginning of the period 2,462,552 968,708 2,319,792 2,737,503
Issue 0f 47,137,860 units (2015: 49,105,360 units) and 13,240,222 units
(2015: 12,298,222 units) for the six months and quarter ended respectively 2,489,582 2,661,322 1,783,780 679,702
Redemption of 36,086,968 units (2015: 17,457,445 units) and 16,283,321 units
(2015: 12,395,723 units) for the six months and quarter ended respectively (1,891,291) (958,242) (1,021,325) (685,188)
598,291 1,703,080 762,455 (5,486)

Net element of (income) / loss and capital (gains) / losses included in prices of
units issued less those in units redeemed:

- Arising from capital loss and unrealised loss on investments transferred
to Income Statement (1,917) (6,974) (827) (1,265)
- Arising from other income transferred to Income Statement (9,057) (10,810) (13,716) 481
- amount representing unrealised capital (gains) / losses - transferred to the
Distribution Statement (34,794) (102,900) (43,234) 1,395
(45,768) (120,684) (57,777) 611

Net element of income / (loss) and capital gains / (losses) included in prices of
units issued less those in units redeemed - amount

representing unrealized income 34,794 102,900 43,234 (1,395)
Capital (loss) / gain on sale of investments - net 4,777) 19,654 1,292 17,099
Unrealised appreciation / (diminution) in fair value of investments classified as

at fair value through profit or loss - net 6,967 (989) 6,930 (1,060)
Other net operating income 56,931 102,892 25,504 48,603
Unrealised (diminution) / appreciation on re-measurement of investment

classified as available for sale (3,040) (1,618) 4,520 (21,932)
Total comprehensive income for the period 56,081 119,939 38,246 42,710
Net assets at end of the period 3,105,950 2,773,943 3,105,950 2,773,943

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.

For MCB-Arif Habib Savings and Investments Limited

q _ -J!}-"lr‘j/ . (Management Company) % 7

Chief Executive Officer Director
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CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period before taxation

Adjustments for non cash and other items:

Unrealised (appreciation) / diminution in value of investments
classified as 'at fair value through profit or loss' - net

Net element of (income) / loss and capital (gains) / losses
included in prices of units issued less those in units redeemed
-Arising from capital gain and unrealised gain
-Arising from other income

Provision charged / (reversed) against non-performing
debt securities

(Increase) / decrease in assets

Investments

Advance against subscription of Term Finance Certificate
Income and profit receivable

Deposits, prepayments and other receivables

Receivable against margin trading system

Receivable against sale of equity securities

Increase / (decrease) in liabilities

Payable to the Management Company

Payable to the Central Depository Company
of Pakistan Limited - Trustee

Payable to the Securities and Exchange Commission
of Pakistan

Payable against redemption of units

Payable against purchase of equity securities

Future contract payable

Accrued expenses and other liabilities

Net cash (used in) / generated from operating activities A
CASH FLOWS FROM FINANCING ACTIVITIES

Receipts from issuance of units

Payments on redemption of units

Net cash generated from / (used in) financing activities B

Net increase in cash and cash equivalents

during the period A+B

Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period

Half year ended Quarter ended
December 31, December 31,

2016 2015 2016 2015
------------------- (Rupees in '000') ---------------—-—-

59,121 121,557 33,726 64,642
(6,967) 989 (6,930) 1,060
1,917) (6,974) 827 (1,265)
9,057) (10,810) (13,716) 481

2,549 (3,166) - (2,857)
43,729 101,596 12,253 62,061
(124,714) (1,109,946) 554,002 684,951
(100,000) (125,000) (100,000) (125,000)
9,889 (49,148) (696) (47,472)
(58,932) 265 (59,019) (12)
(131,911) - (131,911) -
(434,302) - (434,302) -
(839,970) (1,283,829) (171,836) 512,467
1,780 8,331 3,016 5,557
(121) 144 (15) 3
(1,482) (298) 449 506
(1,029) (2,510) (41,732) -
401,369 - 401,369 .
2,560 - 2,560 -
(7,998) (3,397) 2,533 3,308
395,079 2,270 368,180 9,374
(401,162) (1,179,963) 208,597 583,902
2,489,582 2,661,322 1,783,780 679,702
(1,891,291) (958,242) (1,021,325) (685,188)
598,291 1,703,080 762,455 (5,486)
197,129 523,117 971,052 578,416
1,291,192 114,375 517,269 59,076
1,488,321 637,492 1,488,321 637,492

The annexed notes 1 to 15 form an integral part of this condensed interim financial information.

Vo

Chief Executive Officer
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

1.1

1.2

1.3

1.4

1.5

1.6

21

2.2

2.3

LEGAL STATUS AND NATURE OF BUSINESS

Pakistan Income Enhancement Fund ("the Fund") was established through a Trust Deed executed between Arif Habib Investments
Limited (now MCB-Arif Habib Savings and Investments Limited), as "Management Company" and Central Depository Company of
Pakistan Limited (CDC) as Trustee. The Trust Deed was executed on July 14, 2008 and was approved by the Securities and Exchange
Commission of Pakistan (SECP) on June 26, 2008 in accordance with the Asset Management Companies Rules, 1995 (AMC Rules)
repealed by Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (NBFC Rules).

The Management Company of the Fund has been licensed to act as an Asset Management Company under the Non Banking Finance
Companies (Establishment and Regulations) Rules 2003 through a certificate of registration issued by the SECP. The registered office
of the Management Company is situated at 24th Floor ,Centre Point , Off Shaheed-e-Millat Expressway, Near KPT Interchange,
Karachi, Pakistan.

The Fund is an open-ended mutual fund and has been categorised as "Aggressive Fixed Income Scheme" by the Board of Directors of
the Management Company in pursuant to Circular 7 of 2009, dated 6 March 2009 issued by the SECP, and offers units for public
subscription on a continuous basis. The units are transferable and can also be redeemed by surrendering to the Fund. Unit holders are
divided into plan "A" and plan "B". The unit holders under plan "A" are entitled for bonus units as well as cash dividend, whereas unit
holders under plan "B" are entitled for cash dividend. The units are listed on Pakistan Stock Exchange (PSX).

The Fund primarily invests in a mix of listed equity and debt securities, unlisted government securities and secured debt securities,
money market transactions and reverse repurchase transactions, spread transactions and transaction under Margin Trading System.

The Pakistan Credit Rating Agency (PACRA) Limited has assigned Management quality rating of AM2-++ dated June 8, 2016 to the
Management Company and "A+(f)" as stability rating dated December 9, 2016 to the Fund.

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

STATEMENT OF COMPLIANCE

This condensed interim financial information has been prepared in accordance with the requirements of the International Accounting
Standard 34 "Interim Financial Reporting" and provisions of and directives issued under the Companies Ordinance, 1984, the Non-
Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), the Non-Banking Finance Companies
and Notified Entities Regulations, 2008 (the NBFC Regulations) and directives issued by the Securities and Exchange Commission of
Pakistan (SECP). In case where requirements differ, the provisions of or directives issued under the Companies Ordinance, 1984, the
Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), the Non-Banking Finance
Companies and Notified Entities Regulations, 2008 (the NBFC Regulations) and directives issued by the Securities and Exchange
Commission of Pakistan (SECP) shall prevail.

This condensed interim financial information comprise of condensed interim statement of assets and liabilities, condensed interim
income statement, condensed interim distribution statement, condensed interim statement of movement in unit holders' fund and
condensed interim cash flow statement together with the notes forming part thereof. The disclosures made in this condensed interim
financial information have, however, been limited based on the requirements of the International Accounting Standard 34, 'Interim
Financial Reporting'. It does not include all the information and disclosures made in the annual published financial statement and
should be read in conjunction with the financial statements of the Fund for the year ended June 30, 2016. Comparative information of
the condensed interim income statement, condensed interim cash flow statement, condensed interim distribution statement and
condensed interim statement of movement in unit holders' fund for the quarters ended December 31, 2016 and December 31, 2015 are
un-audited and have been included to facilitate comparison.

This condensed interim financial information is un-audited. However, limited scope review has been performed by the statutory
auditors in accordance with the requirements of clause 5.9.13 of the Code of Corporate Governance and this condensed interim
financial information are being circulated to the unit holders as required under the NBFC Regulations.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

2.4 This condensed interim financial information is presented in Pak Rupees, which is the functional and presentation currency of the
Fund and has been rounded off to the nearest thousand rupees, unless otherwise specified.

2.5 The directors of the Management Company declare that this condensed interim financial information give a true and fair view of the
Fund.

3. SIGNIFICANT ACCOUNTING POLICIES AND KEY ACCOUNTING ESTIMATES AND JUDGEMENTS

3.1 The accounting policies and methods of computation adopted in preparation of this condensed interim financial information are same

as those applied in preparation of financial statements of the Fund as at and for the year ended June 30, 2016, except described below:

3.1.1 Spread transactions (ready-future transactions)

The Fund enters into transactions involving purchase of an equity security in the ready market and simultaneous sale of the same
security in the futures market. The security purchased in ready market is classified as 'financial assets at fair value through profit or
loss' and carried on the Statement of Assets and Liabilities at fair value till their eventual disposal, with the resulting gain / loss taken
to the Income Statement. The forward sale of the security in the futures market is treated as a separate derivative transaction and is
carried at fair value with the resulting gain / loss taken to the Income Statement in accordance with the requirements of International
Accounting Standard (IAS) 39 'Financial Instruments: Recognition and Measurement.'

3.1.2  Securities under Margin Trading System (MTS)

Transactions for purchase of marketable securities under Margin Trading System (MTS) are entered into at contracted rates for
specified period of time. Securities purchased under the MTS are not recognized in the statement of assets and liabilities. The amount
paid under such agreement is recognized as "receivable against Margin Trading System (MTS)". Profit is recognized on accrual basis
using the effective interest rate method. Cash releases are adjusted against the receivable as reduction in the amount of receivable. The
maximum maturity of a MTS is 60 calendar days and 25% of the exposure is released automatically at the expiry of every 15th
calendar month.

3.2 The preparation of condensed interim financial information requires management to make judgments, estimates and assumptions that
affect the application of accounting policies and the reported amounts of assets and liabilities, income and expenses. Actual results
may differ from these estimates. In preparing this condensed interim financial information, significant judgments made by
management in applying accounting policies and the key sources of estimation and uncertainty were the same as those that applied to
the financial statements as at and for the year ended June 30, 2016.

33 Amendments to certain existing standards and interpretations on approved accounting standards effective during the period were not
relevant to the Fund's operations and did not have any impact on the accounting policies of the Fund and therefore not disclosed in
this condensed interim financial information.

4. FINANCIAL RISK MANAGEMENT

The Fund's risk management policies are consistent with that disclosed in the financial statements of the Fund as at and for the year
ended June 30, 2016.

(Un-audited) (Audited)
December 31, June 30,
2016 2016
5. INVESTMENTS Note ---- (Rupees in '000') -——-
At fair value through profit or loss
Listed debt securities 5.1 284,677 284,553
Unlisted debt securities 5.2 104,872 127,271
Listed equity securities 53 192,928 -
Government securities 5.4 124,298 57,429
706,775 469,253
Available for sale
Government securities 5.5 19,778 736,208
Loans and receivables
Term deposit receipts 5.6 605,000 -
1,331,553 1,205,461
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

5.6 Loans and Receivables

As at Value as a
Mark - up rate Maturity Date| December Value as a percentage
Particulars 31. 2016 percentage
’ of net assets of total
investments
--------------- (Rupees in '000') ---------------—-————- %
JS BANK LIMITED 7.00% 4-Jan-17 200,000 6.44 15.02
Zarai Taraqiati Bank Limited 6.50% 7-Mar-17 280,000 9.01 21.03
Finaca Microfinance Bank 9.00% 30-Mar-17 125,000 4.02 9.39
Total as at December 31, 2016 605,000

Total as at June 30, 2016 -

5.7 DETAILS OF NON-COMPLIANT INVESTMENT WITH THE INVESTMENT CRITERIA AS
SPECIFIED BY SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN

In accordance with Clause (v) of the investment criteria laid down for 'Income Scheme' in Circular no. 7 of 2009, the Fund is required to
invest in any security having rating not lower than the investment grade (credit rating of BBB and above). However, as at December 31,
2016, the Fund is non-compliant with the above mentioned requirement in respect of the following investments. The securities were in
compliance of the Circular (i.e. investment grade) at the time of purchase and were subsequently downgraded to non investment grade by
MUFAP on default by respective issuer in repayment of coupon due on respective dates. The Fund holds 100% provision against such
investment as enumerated below:

Value of Value of
Category of non-compliant Type of investment / investment Provision | investment | Percentage of | Percentage of
investment Name of Company before held, if any after net assets gross assets
provision provision
------------------ Rupees in '000"'----------———-- ey, R
Investment in debt securities  a) Pace Pakistan 72,363 72,363 - 2.33% 2.03%
Limited (note 5.1)
b) Eden Housing
Limited (note 5.2) 10,252 10,252 - 0.33% 0.29%
(Un-audited) (Audited)
December 31, 30 June
2016 2016
Note (Rupees in '000)
5.8 Net unrealised appreciation in value of investments
at fair value through profit or loss
Market value of investments 5.1.1,5.2.1,53,54 789,389 549,318
Carrying value of investments 5.1.1,5.2.1,5.3,5.4 (782,422) (548,030)
6,967 1,288
6. ACCRUED EXPENSES AND OTHER LIABILITIES
Provision for Workers' Welfare Fund 6.1 18,228 18,228
Provision for federal excise duty and related tax on 6.2
- Management fee 16,590 16,590
- Sales load 4,746 4,746
Brokerage 1,407 344
Withholding tax on dividend and others - 9,278
Capital gain tax 1,773 1,667
Auditors' remuneration 346 419
Printing and related expenditure 79 100
Zakat 695 695
Other 607 402
44,471 52,469
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)

FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

6.1

6.2

7.1

Provision for Workers' Welfare Fund

The Supreme Court passed a judgment on November 10, 2016, which upheld the view of Lahore High Court, declaring the insertion of
amendments through Finance Acts 2006 and 2008 pertaining to Workers’ Welfare Fund (WWF) as unlawful and there by striking down
the amendments introduced through these Finance Acts. The Federal Board of Revenue has filed a petition in the Supreme Court against
the said judgment, which is pending hearing.

Mutual Fund Association of Pakistan (MUFAP), on behalf of all Asset Management Companies (AMCs), obtained a legal opinion dated
December 5, 2016 on the matter, according to which there is no longer any basis in law to claim WWF payments from the mutual funds
under the WWF Ordinance. After deliberating the position, The Mutual Fund Association of Pakistan (MUFAP) decided that the provision
for WWF held for the period from January 1, 2013 to June 30, 2015 be reversed effective January 12, 2017. The provision reversed on
January 12, 2017, amounted to Rs. 18.23 million. This has resulted in an increase in NAV per unit of Rs. 0.31 on January 12, 2017. Had
this reversal been recognized on December 31, 2016, the NAV per unit of the Fund would have been higher by Rs. 0.32 per unit on that
date.

Furthermore, the Sindh Revenue Board (SRB) had written to mutual funds in January 2016 to register and pay Sindh Workers Welfare
Fund (SWWF) for the accounting year closing on or after December 31, 2013. MUFAP reviewed the issue and based on an opinion dated
August 2016 decided that SWWF is not applicable on mutual funds as they are not financial institutions as required by SWWF Act, 2014.
MUFAP wrote to SRB that mutual funds are not establishments and are pass through vehicles hence, they do not have any worker and no
SWWEF is payable by them. SRB on November 11, 2016 responded back that as mutual funds are included in definition of financial
institutions in The Financial Institutions (Recovery of Finance) Ordinance, 2001, SWWF is payable by them. MUFAP has taken up the
matter with the Sindh Finance Ministry to have mutual funds excluded from SWWF.

MUFAP has also obtained a legal opinion that SWWF, if applicable, can only be applied from the date of enactment of SWWF Act, 2014,
i.e. May 21, 2015. Accordingly, on January 12, 2017, MUFAP as an abundant caution, decided to provide for SWWF with effect from
May 21, 2015, while the efforts to exclude mutual funds for SWWF continue. The provision made for SWWF on January 12, 2017,
amounted to Rs. 3.05 million. This has resulted in a decrease in NAV per unit of Rs. 0.05 on January 12, 2017. Had this provision been
recognized on December 31, 2016, the NAV per unit of the Fund would have been lower by Rs. 0.05 per unit on that date.

The SECP has also concurred with the directions issued by MUFAP through its letter no. SCD/AMCW/MUFAP/2017 - 405 dated
February 01, 2017.

Federal Excise Duty and related tax payable

The Finance Act, 2013 enlarged the scope of Federal Excise Duty (FED) on financial services to include Asset Management Companies
(AMCs) with effect from June 13, 2013. As the asset management services rendered by the Management Company of the Fund are already
subject to provincial sales tax on services levied by the Sindh Revenue Board, which is being charged to the Fund, the Management
Company is of the view that further levy of FED was not justified.

On September 04, 2013, a constitutional petition was filed in Sindh High Court (SHC) jointly by various asset management companies,
together with Collective Investment Schemes through their trustees, challenging the levy of FED.

The SHC vide its Order dated June 30, 2016 has disposed of the petition by referring its judgment dated June 02, 2016 whereby it rendered
the FED on certain services to be 'Ultra Vires' in the presence of Sindh Sales Tax Act 2011. However, the Federal Board of Revenue
(FBR) has filed an appeal in the Supreme Court of Pakistan against this judgment by the SHC.

Further, the Federal Government vide Finance Act 2016 has excluded asset management companies and other non-banking finance
companies from charge of FED on their services.

In view of the abovementioned facts and the pending decision by the Supreme Court of Pakistan, the Management Company of the Fund
has not made any further provision for FED in the books of accounts of the Fund with effect from July 1, 2015 and decided to retain the

provision for FED already made in the books of accounts of the Fund which aggregated to Rs. 21.34 million as at December 31, 2016.
(June 30, 2016: Rs. 21.34 million). Had this provision not been made, the NAV of the Fund would have been higher by Rs. 0.43 per unit.

CONTINGENCIES AND COMMITMENTS
Contingencies

There were no contingencies as at December 31, 2016 and June 30, 2016.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

(Unaudited) (Audited)
December 31, June 30,
2016 2016

---——--(Rupees in '000)--------
7.2 Commitments

Margin Trading System (MTS) transactions entered into by the Fund
in respect of which the purchase transactions not settled as at period end 4,180 -

Margin Trading System (MTS) transactions entered into by the Fund
in respect of which the sale transactions not settled as at period end 115,300 -

Sale of listed equity securities in future (for spread transaction) 192,037 -

8. SINDH SALES TAX ON REMUNERATION OF TRUSTEE

The Sindh Revenue Board through Circular No. SRB-3-4/TP/01/2015/86554 dated June 13, 2015 has amended the definition of services
of shares, securities and derivatives and included the custodianship services within the purview of Sindh Sales Tax. Accordingly Sindh
Sales Tax of 13 % is applicable on Trustee fee which is now covered under the section 2(79A) of the Sindh Finance Bill 2010 amended
unto 2016. Accordingly the Fund has made an accrual of Rs. 0.30 million on account of Sindh Sales Tax on services chargeable on
custodianship services.

9. ALLOCATED EXPENSE

SRO 1160 dated November 25, 2015 issued by SECP has amended Clause 60 of NBFC Regulations, 2008. The new regulation has
entitled the Management Company to reimbursement of fees and expenses related to registrar services, accounting, operation and valuation
services related to CIS a maximum of 0.1% of average annual net assets of the scheme or actual whichever is less. Accordingly, the Fund
has made an accrual of Rs.1.42 million for the half year ended December 31, 2016 at a rate of 0.1% of average annual net assets as the
information related to actual expenses allocable to the Fund was not available at that time.

10. TAXATION

The Fund's income is exempt from Income Tax as per Clause 99 of Part I of the Second Schedule of the Income Tax Ordinance, 2001
subject to the condition that not less than 90% of the accounting income for the year as reduced by capital gains whether realised or
unrealised is distributed amongst the unit holders. Furthermore, the Fund is required to distribute 90% of the net accounting income other
than capital gains to the unit holders, as per Regulation 63 of the Non-Banking Finance Companies and Notified Entities
Regulations,2008. The management intends to distribute at least 90% of income to be earned during current year to the unit holders,
therefore, no provision for taxation has been recorded in this condensed interim financial information.

11. EARNINGS PER UNIT

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

12. TRANSACTIONS WITH CONNECTED PERSONS

Connected persons of the Fund include the Management Company, other collective investment schemes being managed by the
Management Company, MCB Bank Limited being the holding company of the Management Company, the Trustee, directors and key
management personnel, other associated undertaking and unit holders holding more than 10% units of the Fund.

Remuneration to the Management Company and Trustee are determined in accordance with the provisions of the NBFC Regulations and
the Trust Deed of the Fund. All other transactions with connected persons are in the normal course of business and are carried out on
agreed terms.

117 Pakistan Income Enhancement Fund




NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

12.1

Detail of transaction with connected persons are as follows:

MCB Arif Habib Savings and Investment Limited -
- Management Company

Remuneration including indirect taxes

Allocated expense

Central Depository Company of Pakistan Limited - Trustee
Remuneration including indirect taxes
CDS Charges

MCB Bank Limited
Profit on Bank Deposit
Bank Charges
Purchase of securities Face Value Nil (2015: 50,000,000)
and Nil (2015: 50,000,000) for half year and quarter respectively
Sales of securities Face Value Nil (2015: 50,000,000) and
Nil (2015: 50,000,000) for half year and quarter respectively

Silk Bank Limited
Purchase of securities Face Value Nil (2015: 200,000,000)
and Nil (2015: Nil) for half year and quarter respectively

Sales of securities Face Value 250,000,000 (2015: 50,000,000) and
Nil (2015: Nil) for half year and quarter respectively

Adamjee Insurance Company Limited Employee Provident Fund
Issue of 1,590,004 units (2015: 2,239,640 units) and
Nil units (2015: 1,119,821 units) for the six months and quarter
ended respectively

Redemption of 1,590,591 Units (2015: units) and Nil
units (2015: 1,119,821 units) for the six months period and quarter
ended respectively

Adamjee Insurance Company Limited - Investment Department
Issue of Nil units (2015: 11,171,104 units) and Nil units
(2015: Nil units) for the six months and quarter ended
respectively

Redemption of 6,409,782 Units (2015: Nil units) and Nil
units (2015: Nil units) for the six months period and quarter
ended respectively

Adamjee Insurance Company Limited - Employees Gratuity Fund
Issue of Nil units (2015: 634,564 units) and Nil units
(2015: 634,564 units) for the six months and quarter ended
respectively

Redemption of 342,744 Units (2015: 317,283 units) and 342,744
units (2015: 317,283 units) for the six months period and quarter
ended respectively

Adamjee Insurance Company Limited - Conventional Business
Issue of Nil units (2015: 183,891 units) and Nil units
(2015: Nil units) for the six months and quarter ended
respectively

Redemption of 342,744 Units (2015: 317,283 units) and 342,744
units (2015: 317,283 units) for the six months period and quarter
ended respectively
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Half year ended
December 31,

Quarter ended
December 31,

2016

2015 2016 2015

----------------- (Rupees in '000) ----------—-——-

21,301
1,420

1,692
120

450
34

238,360

86,067

86,067

342,475

18,409

23,633 10,136 13,382
289 676 289
1,640 817 894
8 112 3
666 262 210
32 6 21
52,634 - 52,634
53,022 - 53,022
209,111 - .
58,139 - -
122,206 - 62,206
62,206 - 62,206
600,000 - -
34,625 - 17,625
17,625 18,409 17,625
34,625 - 17,625
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12.2

Half year ended
December 31,

Quarter ended
December 31,

Directors and Executive of the Management Company
Issue of 61,187 units (2015: 27,670 units) and 61,187 units
(2015: Nil units) for six months and quarter ended
respectively.

Redemption of 66,173 units (2015: 26,742 units) and
13,439 units (2015: 26,742 units) for the six months period
and quarter ended respectively

Mandate under discretionary portfolio

Issue 0f 6,993,250 units (2015: 246,905 units) and 6,746,345 units
(2015: Nil units) for six months and quarter ended
respectively.

Redemption of 78,394 units (2015: 246,905 units) and
78,394 units (2015: Nil units) for the six months period
and quarter ended respectively

Next Capital Limited
Brokerage expense*

Arif Habib Limited
Brokerage expense*

Summit Capital Private Limited
Brokerage expense*

2016

3,257

3,529

378,531

4,183

48

25

2015

1,500

1,450

13,402

13,676

82

2016 2015

453 -
490 1,450
377,531 -
4,183 -
40 6
- 3
25 6

* The amount disclosed represents the amount of brokerage paid to connected persons and not the purchase or sale value of securities
transacted through them. The purchase or sale value has not been treated as transaction with connected persons as the ultimate counter

parties are not the connected persons.

Amount outstanding as at period end / year end

MCB - Arif Habib Savings & Investment Limited - Management Company
Remuneration payable
Sale tax payable on remuneration to the Management Company
Sales load payable
Sindh Sales tax payable on sales load
Allocated expenses payable excluding related taxes

Central Depository Company of Pakistan Limited - Trustee
Remuneration including indirect taxes payable
Sindh Sales tax payable on remuneration of Trustee
Security deposits

MCB Bank Limited
Bank balance
Profit receivable on bank deposits
Sales load payable
Sindh Sales tax payable on sales load
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(Un-audited)  (Audited)
December 31, June 30
2016 2016

---- (Rupees in '000') -——-

2,852 4,731
371 662
- 1,167
- 163
190 315
234 338
30 47
200 200
910,035 169,990
224 169
39 -
5 -
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2016

(Un-audited)  (Audited)
December 31, June 30
2016 2016
---- (Rupees in '000') ----

Adamjee Insurance Company Limited Employee Provident Fund
1,590,004 units held (2016: 1,590,591 units) 86,067 86,178

Adamjee Insurance Company Limited - Investment Department
Nil units held (2016: 6,409,782 units) - 340,744

Adamjee Insurance Company Limited Employee Gratuity Fund
Nil units held (2016: 342,744 units) - 18,570

Adamjee Insurance Company Limited Conventional Business

198,375 units held (2016: 198,375 units) 10,738 10,748
Next Capital Limited
Brokerage payable 48 8

Directors and Executives of the Management Company
928 units held (2016: 995 units) 52 53

Mandate under discretionary portfolio
6,974,527 units held (2016: 59,671 units) 377,531 3,233

13. EXPENSE RATIO

The expense ratio of the Fund from July 1 2016 to December 31 2016 is 1.16%, the total expense ratio includes 0.14% representing
government levy and SECP fee.

14. FAIR VALUE HIERARCHY
The carrying value of all financial assets and liabilities reflected in the financial statements approximate their fair values. 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 the fair value estimates.

Underlying the definition of fair value is the presumption that the Fund 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.

Financial assets which are trade able in an open market are revalued at the market prices prevailing on the balance sheet date. The
estimated fair value of all other financial assets and liabilities is considered not significantly different from book values as the items are
either short term in nature or periodically repriced.

International Financial Reporting Standard 7 - Financial Instruments : Disclosure requires an entity shall 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:

Level 1: 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 3: inputs for the assets or liability that are not based on observable market data (that is, unobservable inputs).
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December 31, 2016
Level 1 Level 2 Level 3 Total
---------------------- (Rupees in '000') -----------—-

Investment classified

- at fair value through profit or loss 477,605 229,170 - 706,775
- available for sale - 19,778 - 19,778
477,605 248,948 - 726,553

June 30, 2016
Level 1 Level 2 Level 3 Total
---------------------- (Rupees in '000') -------------

Investment classified

- at fair value through profit or loss 284,553 184,700 - 469,253
- available for sale - 736,208 - 736,208
284,553 920,908 - 1,205,461

15. DATE OF AUTHORISATION

This condensed interim financial information was authorised for issue on February 02, 2017 by the Board of Directors of the
Management Company.

For MCB-Arif Habib Savings and Investments Limited
q' ijpi,_/ (Management Company) /"‘—“ 7

Chief Executive Officer Director
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Please find us on

Ei © O ©Youl[H

by typing: MCB Arif Habib Savings

MCB-Arif Habib Savings and Investments Limited
24th Floor, Centrepoint, Off Shaheed-e-Millat Expressway, Near K.PT. Interchange, Karachi-74900
UAN: (+92-21) 11-11-62224 (11-11-MCBAH), 111-468-378 (111-INVEST)
Bachat Center: 0800-62224 (0800-MCBAH), Fax: (+92-21) 35316080, 35316081
URL: www.mcbah.com, Email: info@mcbah.com
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