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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

Dear Investor,

On behalf of the Board of Directors, we are pleased to present Alhamra Islamic Income Fund's Half Yearly Report for the
period ended December 31, 2018.

MARKET & ECONOMIC REVIEW
Economy and Money Market Review

FY19 started off with a positive note as smooth completion of election process resulted in a sigh of relief for the market
participants. The new regime inherited many economic challenges particularly on the external front. To cope with the
underlying challenges, major policy actions (currency depreciation of 15% along with interest rate hike of 250 bps) were
taken to address the imbalances. Furthermore, major success came through diplomatically engaging with the friendly
allies. As a result, Pakistan secured BOP support package from Saudi Arabia, UAE and China amounting to USD 14 billion
while Saudi Arabia & UAE committed foreign direct investment of USD 20-30 billion.

Average CPI for the first half of current fiscal year clocked in at 6.0%. Nevertheless, it is expected to jack up during the
second half, owing to a low base effect and lagged impact of currency adjustments. Furthermore, government is yet to
adjust electricity prices as the gap between base tariff and actual cost of generation has widened significantly. We expect
CPI to average 8.5% for the 2HFY 19 after accounting for electricity adjustments.

Current Account Deficit for the first six months clocked in at ~USD 8 billion which is an improvement of 4.4% from same
period last year. CAD was well supported by remittances growth of 10%. However, the improvement in the external position
was masked by the higher oil prices and payments for the previous periods reflected in current accounts. The non-oil
imports have shown encouraging trend, declining by ~5% over the previous year. Reflecting the elevated oil prices and
limited financial flows, reserves declined by ~USD 2.7 bn during the period leading to rupee depreciation of ~13.7%.

The focus of government to stabilize aggregate demand has taken its toll on large scale manufacturing which posted a
decline of 0.9% YoY in the first five months of FY19. The decline has been led by reduction in production of oil products
followed by slow down in autos, pharmaceuticals, consumer products. LSM growth is reflecting the overall slowdown in
economy as envisaged by the steps taken by authorities to control the external imbalances.

The yield curve showed an upward trajectory during the half year as market players continued to expect further monetary
tightening. During the first 6 months, State Bank of Pakistan increased the policy rate by 350 bps in line with the expectations
of most of the market. Most of PIB auctions during the period under review were rejected by State Bank of Pakistan due
to thin volume and participation at higher levels. The 3 year, 5 year and 10 year PIB were accepted in the PIB auction
held in December' 18 at 12.25%, 12.70% and 13.15% respectively. Two Floater rate PIB auction were conducted during
1HFY19. The first was accepted at a benchmark rate +70 bps. The second was rejected due to higher level of participation.
Concerns over external front kept market participants at bay from longer tenor Treasury instruments with persistence
towards accumulation in papers having maturity below or equal to 3 months.

Liquidity remained comfortable throughout the period owing to regular OMOs conducted by SBP. During the second
quarter, 117.7 billion worth of floater rate GOP ljara Sukuk matured. No fresh GOP ljara Sukuk were issued whereas SBP
conducted auction of Bai Muajjal in which 72.55 billion was accepted out of total participation of 76.55.

FUND PERFORMANCE

During the period under review, the fund generated an annualized return of 6.70% as against its benchmark return of
2.86%, registering an outperformance of 3.84% during the period.

During the period, the fund had decreasing its exposure in Sukuks, which stood at around 18.6% as compared to 25%
at June 30, 2018. The fund was 17.9% invested in Shariah Compliant Commercial Paper while most of the remaining
exposure was in cash and Shariah Compliant Term Deposit Receipts at relatively attractive rates.

The Net Assets of the Fund as at December 31, 2018 stood at Rs. 3,226 million as compared to Rs. 2,715 million as at
June 30, 2018 registering an increase of 18.82%.

The Net Asset Value (NAV) per unit as at December 31, 2018 was Rs. 104.5447 as compared to opening NAV of Rs.
106.0918 per unit as at June 30, 2018 registering a decrease of Rs.1.5471 per unit.
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REPORT OF THE DIRECTOR OF THE MANAGEMENT COMPANY
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

MARKET & ECONOMY - FUTURE OUTLOOK

The government has managed to arrange adequate financial flows for the next half year supported by deferred payment
facilities, loans and deposits from friendly nations. However, the external account balance needs to improve further to
reach sustainable levels for future funding of deficits. The exports are expected to show an improved trend supported by
lagged impacts of currency depreciation, tax refunds to exporters, better energy supplies and energy price parity with
regional peers. Imports are expected to slow down in second half of the year as effects of the one-off adjustments and
oil prices neutralize along with impact of currency depreciation becomes further visible. Current account deficit for FY19
is expected to be ~USD 13 bn with CAD for next half year to slow down to ~USD 5 bn compared with first half of ~USD
8 bn. Subsequently, we expect normalize PKR/USD adjustment of around 5% in next half given the REER is close to its
fundamental value.

The government has announced to approach the IMF for an economic program for balance of payments support. IMF
program would lead to better policy management relative to dealing with the structural issues in the economy along with
responsible fiscal management. Besides, entrance into IMF program would allow Pakistan to secure financial flows from
other multilateral agencies which would allow better external account management.

Inflationary pressures are expected to become more visible in second half of the year as lagged impacts of currency
depreciation, gas price increase and electricity price adjustments are incorporated. However, most of the monetary
tightening has been done to reflect the upcoming inflationary pressures and room for further tightening would remain in
the range of 50 bps.

For the remaining year, the economic growth is expected to remain on a slower trajectory as currency adjustments and
tighter monetary policy will rein on the consumption patterns. However, increased power supply along with the documentation
of economy will provide a respite to the economic managers during this critical juncture. We share the optimism on better
governance & long term prospects for economic revival amid more focused and sincere efforts to address chronic issues
on economic front by the new government; however, the path is likely to be tough and with a number of potentially un-
popular policy steps.

We believe equity markets preempted the economic conditions and as such it is important to consider whether all the
economic developments are priced in or not. Therefore, overall valuations and fundamentals of universe companies do
play an important role. The overall strategy should tilt towards defensive sectors (E&Ps, Power, Fertilizers) while sector
which will benefit from changing dynamics on macro front such as rising interest rates (Commercial Banks) should be
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 & IT. Despite being negative on cyclical sectors, we believe there will be distressed
assets and quality companies which should be looked into as they have a tendency to provide abnormal returns.

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.

On behalf of Directors,

Muhammad Saqib Saleem :
Chief Executive Officer Nasim Beg
February 18, 2019 Vice Chairman / Director
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TRUSTEE REPORT TO THE UNIT HOLDERS

CENTRAL DEPOSITORY COMPANY
OF PAKISTAN LIMITED

Head Office

CDC House, 99-B, Block ‘B’

5.M.C H.5. Main Shahra-e-Faisal
Karachi - 74400. Pakistan.

Tel: (92-21) 111-111-500

Fax: (92-21) 34326020 - 23

URL: www cdcpakistan.com
Email: info@cdcpak.com

Q)

L S6S

TRUSTEE REPORT TO THE UNIT HOLDERS
ALHAMRA ISLAMIC INCOME FUND

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

We Central Depository Company of Pakistan Limited, being the Trustee of Alhamra
Islamic Income Fund (the Fund) are of the opinion that MCB-Arif Habib 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, 2018 in
accordance with the provisions of the following:

(1) Limitations imposed on the investment powers of the Management Company
under the constitutive documents of the Fund:

(i)  The pricing, issuance and redemption of units are carried out in accordance with
the requirements of the constitutive documents of the Fund; and

(iii)  The Non-Banking Finance Companies (Establishment and Regulations) Rules,

2003, the Non-Banking Finance Companies and Notified Entities Regulations,
2008 and the constitutive documents of the Fund.

w/\ "“‘\’\
Qx¢* Badiuddin Akber
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi: February 20, 2019
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Auditor’s Report to the Unit Holders on Review of Condensed Interim Financial Statements

DeIOitte. Deloitte Yousuf Adil

Chartered Accountants

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

Pakistan

Tel: +92 (0) 21 3454 6494-7
Fax:  +92(0) 21- 3454 1314

www.deloitte.com

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

Introduction

We have reviewed the accompanying condensed interim statement of assets and liabilities of Alhamra
Islamic Income Fund (the Fund) as at December 31, 2018, and the related condensed interim income
statement, condensed interim statement of comprehensive income, 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, 2018. The Board of 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 and reporting standards as applicable in Pakistan for
interim financial reporting. Our responsibility is to express a conclusion on this interim financial
information based on our review. The figures of the condensed interim income statement for the quarters
ended December 31, 2018 and 2017 have not been reviewed, as we are required to review only the
cumulative figures for the half year ended December 31, 2018.

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 responsible 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 International 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

condensed interim financial information is not prepared, in all material respects, in accordance with
approved accounting standards as applicable in Pakistan for interim financial reporting.

Floitte AdL
Chartered A ntants

Engagement Partner
Hena Sadiq

Dated: February 20, 2019
Place: Karachi

Member of
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES

AS AT DECEMBER 31, 2018

ASSETS

Balance with banks

Investments

Profit receivable

Advances, deposits and prepayments

Total assets

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

Accrued expenses and other liabilities
Total liabilities

NET ASSETS

Unit holders’ fund (as per statement attached)

Contingencies and commitments

Number of units in issue

NET ASSET VALUE PER UNIT

(Un-audited)
December 31,
2018

(Audited)
June 30,
2018

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

1,701,105 1,981,855
1,521,887 722,449
27,593 32,048
489 1,970
3,251,074 2,738,323
3,591 2,420

346 317

1,017 2,081
19,714 18,853
24,668 23,671
3,226,406 2,714,652

3,226,406

2,714,652

(Number of units)

The annexed notes 1 to 14 form an integral part of this condensed interim financial information.

For MCB-Arif Habib Savings and Investments Limited

(Management Company)

Chief Executive Officer Chief Financial Officer

349

30,861,497 25,587,761
(Rupees)
104.5447 106.0918
i
Director
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CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2018

Half year ended Quarter ended
December 31, December 31,
2018 2017 2018 2017
Note = -———--memeeeeeeeee (Rupees in '000) ------=-======mn=mn=-
INCOME
Income from government securities 543 5,467 23 491
Capital (loss) / gain on sale of investments - net (589) (1,162) (586) 2,038
Income from term finance certificates 28,258 19,048 15,469 12,294
Profit on bank deposits 65,360 35,207 33,310 13,990
Income on musharka certificate 274 17,050 - 17,050
Income on commercial paper 8,540 89 396 89
Amortization on commercial papers 11,757 - 11,757 -
Unrealised diminution in fair value of investments
classified as 'at fair value through profit or loss' - net (3,848) (1,481) (2,065) (2,394)
Total income 110,295 74,218 58,304 43,558
EXPENSES
Remuneration of the Management Company 11,123 7,584 5,950 4,306
Sindh Sales Tax and Federal Excise Duty on
remuneration of the Management Company 1,446 986 773 560
Remuneration of the Central Depository Company of
Pakistan Limited - Trustee 1,581 1,522 773 822
Sindh Sales Tax on remuneration of Trustee 206 198 101 107
Securities and Exchange Commission of Pakistan - annual fee 1,017 965 493 536
Allocated expense 1,532 1,453 742 807
Securities transaction cost 23 105 23 44
Provision for Sindh Workers' Welfare Fund 71 1,843 1,205 977 717
Settlment and bank charges 108 113 46 52
Fees and subscriptions 198 140 91 9
Legal and professional charges 110 91 55 37
Shariah advisory fee 453 450 225 225
Auditors' remuneration 328 339 183 164
Printing and related costs 24 - 1) -
Total expenses 19,992 15,151 10,431 8,386
Net income for the period before taxation 90,303 59,067 47,873 35,172
Taxation 9 - - - -
Net income for the period 90,303 59,067 47,873 35,172
Allocation of net income for the period:
Net income for the period 90,303 47,873
Income already paid on units redeemed (45,955) (39,931)
44,348 7,942
Accounting income available for distribution
- Relating to capital gains - -
- Excluding capital gains 44,348 7,942
44,348 7,942

Earnings per unit 10

The annexed notes 1 to 14 form an integral part of this condensed interim financial information.

For MCB-Arif Habib Savings and Investments Limited
(Management Company)

Y > il

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR AND QUARTER ENDED DECEMBER 31, 2018

Half year ended Quarter ended
December 31, December 31,
2018 2017 2018 2017

Net income for the period after taxation 90,303 59,067 47,873 35,172

Other comprehensive income for the period

Unrealised (diminution) / appreciation in fair value of investments
classified as 'at fair value through other compreensive income' - net - - - -

Total comprehensive income for the period 90,303 59,067 47,873 35,172

The annexed notes 1 to 14 form an integral part of this condensed interim financial information.

For MCB-Arif Habib Savings and Investments Limited
(Management Company)

Y > il

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUND (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

Half year ended
December 31,
2018 2017
(Rupees in '000)
Capital Value | Undistributed Total Total
income
Net assets at beginning of the period 2,650,584 64,067 2,714,651 1,981,140
Issue of 41,101,447 units (2017: 36,232,231 units)
- Capital value (at net asset value per unit at the
beginning of the period) 4,156,573 - 4,156,573 3,662,194
- Element of income 79,390 - 79,390 29,224
Total proceeds on issuance of units 4,235,963 - 4,235,963 3,691,418
Redemption of 35,827,711 units (2017: 27,799,473 units)
- Capital value (at net asset value per unit at the
beginning of the period) (3,623,242) - (3,623,242) 2,809,849
- Amount paid out of element of income
- Relating to 'Net income for the period after taxation' (18,343) (45,955) (64,298) 23,534
Total payments on redemption of units (3,641,585) (45,955) (3,687,540) 2,833,383
Total comprehensive income for the period - 90,303 90,303 59,067
Final distributions for the year ended June 30, 2018 (including additional units)
at the rate of Rs. 4.9622 per unit (Declared on July 04, 2018) (84,516) (42,455) (126,971) -
Net income / (loss) for the period less distribution (84,516) 47,848 (36,668) 59,067
Net assets at end of the period 3,160,446 65,960 3,226,406 8,565,008
Undistributed income brought forward
- Realised 67,904 9,278
- Unrealised (3,837) 12,325
64,067 21,603
Accounting income available for distribution
- Relating to capital gains - _
- Excluding capital gains 44,348 43,604
44,348 43,604
Net income for the period after taxation - 59,121
Cash distribution during the period (42,455) -
Undistributed income carried forward 65,960 80,724
Undistributed income carried forward
- Realised 69,808 66,688
- Unrealised (3,848) (1,481)
65,960 65,207
(Rupees) (Rupees)
Net assets value per unit at beginning of the period 106.0918 101.0756
Net assets value per unit at end of the period 104.5447 103.3855

The annexed notes 1 to 14 form an integral part of this condensed interim financial information.

For MCB-Arif Habib Savings and Investments Limited
(Management Company)

Y > il

Chief Executive Officer Chief Financial Officer Director
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CONDENSED INTERIM CASH FLOW STATEMENT (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

Half year ended
December 31,
2018 2017
------------------- (Rupees in '000) -------

CASH FLOWS FROM OPERATING ACTIVITIES
Net income for the period before taxation 90,303 59,067
Adjustments for non cash and other items:

Unrealised diminution / (appreciation) in value of investments

classified as 'at fair value through profit or loss' - net 3,848 1,481
94,151 60,548
(Increase) / decrease in assets
Investments (803,286) (704,234)
Profit receivable 4,455 (21,945)
Advances, deposit and prepayments 1,481 (227)
(797,350) (726,406)

Increase / (decrease) in liabilities

Payable to the Management Company 1,171 1,005
Payable to the Central Depository Company of Pakistan Limited - Trustee 29 138
Payable to the Securities and Exchange Commission of Pakistan (1,064) 186
Payable against redemption of units - (54,583)
Accrued expenses and other liabilities 861 976
997 (52,278)
Net cash used in operating activities A (702,202) (718,136)

CASH FLOWS FROM FINANCING ACTIVITIES

Receipts from issuance of units 4,235,963 3,691,418
Payments on redemption of units (3,687,540) (2,833,383)
Distribution made during the period (126,971) -
Net cash generated from financing activities B 421,452 858,035
Net (decrease) / increase in cash and cash equivalents

during the period A+B (280,750) 139,899
Cash and cash equivalents at beginning of the period 1,981,855 971,901
Cash and cash equivalents at end of the period 1,701,105 1,111,800

The annexed notes 1 to 14 form an integral part of this condensed interim financial information.

For MCB-Arif Habib Savings and Investments Limited
(Management Company)

Ll 5 7

Chief Executive Officer Chief Financial Officer Director
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

FOR THE HALF YEAR ENDED DECEMBER 31, 2018

11

1.2

1.3

1.4

1.5

1.6

21

2.2

LEGAL STATUS AND NATURE OF BUSINESS

Alhamra Islamic Income Fund (formerly MCB Islamic Income Fund) (the Fund) was established under a trust deed
executed between MCB Asset Management Company Limited (which merged with and into Arif Habib Investments
Limited with effect from June 27, 2011) as the Management Company and the Central Depository Company of
Pakistan Limited (CDC) as the Trustee (MCB-Arif Habib Savings and Investments Limited). The Trust Deed was
approved by the Securities and Exchange Commission of Pakistan (SECP) on January 25, 2011 and was executed
on March 7, 2011. According to the Trust Deed, the first accounting period of the Fund commenced from May 1,
2011 i.e. the date on which the trust property was first paid or transferred to the Trustee. The SECP has approved
Supplemental Trust Deed, under the Non-Banking Finance Companies and Notified Entities Regulations, 2008 (the
NBFC Regulations), vide its letter No. SCD/ACMW/MCBAHSIL/MCBIIF/396/2017 dated January 25, 2017 to modify
and restate the previous Trust Deed to effectuate renaming of the Fund to Alhamra Islamic Income Fund.

The Management Company of the Fund has been licensed to act as an Asset Management Company under the
Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules) 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-end collective investment scheme categorised as a "Shariah Compliant (Islamic) Income"
scheme by the Board of Directors of the Management Company pursuant to Circular 7 of 2009 dated March 6, 2009
issued by the SECP. It offers units for public subscription on a continuous basis. The units of the Fund are transferable
and can also be redeemed by surrendering them to the Fund. The Fund is listed on the Pakistan Stock Exchange
Limited.

The objective of the Fund is to seek to generate superior risk adjusted returns by investing in short, medium and
long-term high quality Shariah Compliant fixed income instruments.

The Pakistan Credit Rating Agency (PACRA) Limited has assigned Management quality rating of AM2++ dated
October 08, 2018 to the Management Company and "AA-(f)" as stability rating dated December 28, 2018 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 accounting and reporting
standards as applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprise of:

- International Financial Reporting Standards (IFRS Standards) 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

- 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 the requirements
of the Trust Deed.

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

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'. This condensed interim
financial information does not include all the information and disclosures required in a full set of financial statements
and should be read in conjunction with the annual published audited financial statements of the Fund for the year
ended June 30, 2018.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

FOR THE HALF YEAR ENDED DECEMBER 31, 2018
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3.1

In compliance with schedule V of the Non-Banking Finance Companies and Notified Entities Regulations, 2008,
the directors of the Management Company hereby declare that this condensed interim financial information gives
a true and fair view of the state of the Fund's affairs as at December 31, 2018.

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.

SIGNIFICANT ACCOUNTING POLICIES AND KEY ACCOUNTING ESTIMATES AND JUDGEMENTS

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, 2018, except as described in note 3.1 below.

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, 2018.

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.

Impact of initial application of IFRS 9 Financial Instruments

In the current year, the Fund has applied IFRS 9 Financial Instruments (as revised in July 2014) and the related
consequential amendments to other IFRS Standards that are effective for an annual period that begins on or after
July 01, 2018. The transition provisions of IFRS 9 allow an entity not to restate comparatives. The Fund has elected
not to restate comparatives in respect of the classification and measurement of financial instruments. The comparatives
in the condensed half year statement of assets and liabilities presented in the condensed half year financial
information as at December 31, 2018 have been extracted from the audited financial statements of the Fund for
the year ended June 30, 2018, whereas the comparatives in the condensed half year income statement, condensed
half year statement of movement in unit holders' fund and condensed half year cash flow statement have been
extracted from the unaudited condensed half year financial information of the Fund for the half year ended December
31, 2017.

Additionally, the Fund adopted consequential amendments to IFRS 7 Financial Instruments: Disclosures that were
applied to the disclosures for 2018 and to the comparative period.

IFRS 9 introduced new requirements for:

1) The classification and measurement of financial assets and financial liabilities,
2) Impairment of financial assets, and

3) General hedge accounting.

Details of these new requirements as well as their impact on the Fund's financial statements are described below
except the General Hedge Accounting which the Fund does not apply. The Fund has applied IFRS 9 in accordance
with the transition provisions set out in IFRS 9.

(a) Classification and measurement of financial assets

The date of initial application (i.e. the date on which the Fund has assessed its existing financial assets and
financial liabilities in terms of the requirements of IFRS 9) is July 01, 2018. Accordingly, the Fund has applied
the requirements of IFRS 9 to instruments that continue to be recognised as at July 01, 2018 and has not
applied the requirements to instruments that have already been derecognised as at July 01, 2018. Comparative
amounts in relation to instruments that continue to be recognised as at July 01, 2018 have not been restated
as allowed by IFRS 9.

All recognised financial assets that are within the scope of IFRS 9 are required to be measured subsequently
at amortised cost or fair value on the basis of the entity’s business model for managing the financial assets
and the contractual cash flow characteristics of the financial assets.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

Specifically:

- debt instruments that are held within a business model whose objective is to collect the contractual cash flows,
and that have contractual cash flows that are solely payments of principal and interest on the principal amount
outstanding, are measured subsequently at amortised cost;

- debt instruments that are held within a business model whose objective is both to collect the contractual cash
flows and to sell the debt instruments, and that have contractual cash flows that are solely payments of principal
and interest on the principal amount outstanding, are measured subsequently at fair value through other
comprehensive income (FVTOCI);

- all other debt investments and equity investments are measured subsequently at fair value through profit or
loss (FVTPL). Despite the a foregoing, the Fund may make the following irrevocable election/designation at
initial recognition of a financial asset;

- the Fund may irrevocably elect to present subsequent changes in fair value of an equity investment that is
neither held for trading nor contingent consideration recognised by an acquirer in a business combination in
other comprehensive income; and

- the Fund may irrevocably designate a debt investment that meets the amortised cost or FVTOCI criteria as
measured at FVTPL if doing so eliminates or significantly reduces an accounting mismatch.

In the current year, the Fund has not designated any debt investments that meet the amortised cost or FVTOCI
criteria as measured at FVTPL.

When a debt investment measured at FVTOCI is derecognised, the cumulative gain or loss previously recognised
in other comprehensive income is reclassified from equity to profit or loss as a reclassification adjustment. When
an equity investment designated as measured at FVTOCI is derecognised, the cumulative gain or loss previously
recognised in other comprehensive income is subsequently transferred to retained earnings.

Debt instruments that are measured subsequently at amortised cost or at FVTOCI are subject to impairment. Please
see para (b) below for applicability of impairment requirements of IFRS 9.

The Management has reviewed and assessed the Fund’s existing financial assets as at July 01, 2018 based on
the facts and circumstances that existed at that date and concluded that the initial application of IFRS 9 has had
the following impact on the Fund’s financial assets as regards their classification and measurement:

- there is no change in the measurement of the Fund’s investments in corporate bonds that were held for trading
under IAS 39; those instruments were and continue to be measured at FVTPL;

- there is no change in the measurement of the Fund’s investments in governement securities that were held
for trading under IAS 39; those instruments were and continue to be measured at FVTPL;

- financial assets classified as held?to?maturity and loans and receivables under IAS 39 that were measured
at amortised cost continue to be measured at amortised cost under IFRS 9 as they are held within a business
model to collect contractual cash flows and these cash flows consist solely of payments of principal and interest
on the principal amount outstanding.

Para (d) below tabulates the change in classification of the Fund’s financial assets upon application of IFRS 9.

None of the other reclassifications of financial assets have had any impact on the Fund’s financial position, profit
or loss, other comprehensive income or total comprehensive income in either year.

(b) Impairment of financial assets
The SECP/Commission has through its letter no. SCD/AMCW/RS/MUFAP/2017-148 dated November 21, 2017

has deferred the applicability of the impairment requirements of IFRS 9 for debt securities on mutual funds.
Therefore the Fund will not be subject to the impairment provisions of IFRS 9.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

FOR THE HALF YEAR ENDED DECEMBER 31, 2018

5.1

5.2

(c) Classification and measurement of financial liabilities

A significant change introduced by IFRS 9 in the classification and measurement of financial liabilities relates
to the accounting for changes in the fair value of a financial liability designated as at FVTPL attributable to
changes in the credit risk of the issuer.

Specifically, IFRS 9 requires that the changes in the fair value of the financial liability that is attributable to
changes in the credit risk of that liability be presented in other comprehensive income, unless the recognition
of the effects of changes in the liability’s credit risk in other comprehensive income would create or enlarge
an accounting mismatch in profit or loss. Changes in fair value attributable to a financial liability’s credit risk
are not subsequently reclassified to profit or loss, but are instead transferred to retained earnings when the
financial liability is derecognised. Previously, under IAS 39, the entire amount of the change in the fair value
of the financial liability designated as at FVTPL was presented in profit or loss.

Profit and other comprehensive income reported for half year ended December 31, 2018 have not been affected
as the Fund did not have any financial liabilities designated as at FVTPL.

Apart from the above, the application of IFRS 9 has had no impact on the classification and measurement of
the Fund’s financial liabilities.

Please refer to para (d) below for further details regarding the change in classification upon the application of
IFRS 9.

(d) Disclosures in relation to the initial application of IFRS 9
There were no financial assets or financial liabilities which the Fund had previously designated as at FVTPL
under IAS 39 that were subject to reclassification or which the Fund has elected to reclassify upon the application
of IFRS 9. There were no financial assets or financial liabilities which the Fund has elected to designate as at
FVTPL at the date of initial application of IFRS 9.

There has been no change in the classification of the financial instruments of the Fund due to transition to IFRS
9.

FINANCIAL RISK MANAGEMENT

The Fund's risk management policies are consistent with those disclosed in the financial statements of the Fund
as at and for the year ended June 30, 2018.

(Un-audited) (Audited)
December 31, June 30,
2018 2018
BALANCE WITH BANKS Note ---- (Rupees in '000) ----
- in saving accounts 5.1 1,698,245 1,973,916
- in current accounts 5.2 2,860 7,939
1,701,105 1,981,855

These carry profit at the rates ranging between 6% to 10.8% (June 30, 2018: 2.75% to 7.35%) per annum and include
Rs. 0.298 million maintained with Silk Bank Limited (a related party) which carries profit at the rate of 8.4% per annum.

These include Rs 1.877 million (June 30, 2018: Rs 5.355 million) maintained with MCB Bank Limited, a connected person
/ related party.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

(Un-audited) (Audited)
December 31, June 30,
2018 2018
Note ---- (Rupees in '000) ----
6. INVESTMENTS
At fair value through profit or loss
Sukuk certificates- Unlisted 6.1 605,897 685,308
Government securities - Government of Pakistan (GoP) ljara sukuks 6.2 - 37,141
605,897 722,449
At amortized cost
Term deposit receipt 6.3.1 335,000
Commercial papers 6.3.2 580,990
915,990
1,521,887 722,449
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

(Un-audited) (Audited)
December 31, 30 June

2018 2018
7. ACCRUED EXPENSES AND OTHER LIABILITIES Note (Rupees in '000)

Provision for Sindh Workers' Welfare Fund 71 6,565 4,722
Provision for Federal Excise Duty and related tax on 7.2
- Management fee 8,639 8,639
- Sales load 3,028 3,028
Sale load Payable 34 8
Brokerage 18 5
Capital gain tax 233 1,165
Auditors' remuneration 279 437
Printing and related expenditure 30 40
Zakat - 1
Other 888 808

19,714 18,853

7.1 Provision for Sindh Workers' Welfare Fund

There is no change in the status of the SWWF as reported in the annual financial statements of the Fund for the
year ended June 30, 2018. Had the provision for SWWF not been recorded in the condensed half year financial
information of the Fund, the net asset value of the Fund as at December 31, 2018 would have been higher by
Re.0.21 per unit (June 30, 2018 Re.0.1845 per unit).

7.2 Federal Excise Duty and related tax payable

There is no change in the status of the appeal filed by the Federal Board of Revenue in the Honorable Supreme
Court of Pakistan in respect of levy of Federal Excise Duty as reported in the annual financial statements of the
Fund for the year ended June 30, 2018. Had the said provision for FED not been recorded in the condensed half
year financial information of the Fund, the net asset value of the Fund as at December 31, 2018 would have been
higher by Re.0.38 per unit (June 30, 2018: Re.0.3376 per unit).

8. CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments as at December 31, 2018 (June 30, 2018: Nil).
9. TAXATION

The Fund's income is exempt from Income Tax as per Clause 99 of Part | 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, as per Regulation
63 of the Non-Banking Finance Companies and Notified Entities Regulations,2008, the Fund is required to distribute
90% of the net accounting income other than capital gains to the unit holders. 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.

10. 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.

11. 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.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2018

11.2 Details of transactions with the connected persons / related parties during the period are as follows:

(Unaudited) (Unaudited)
December 31, December 31,
2018 2017

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

MCB-Arif Habib Savings and Investments Limited - Management Company
Remuneration including indirect taxes 12,569 8,570
Allocated expenses including indirect taxes 1,532 1,453

Central Depository Company of Pakistan Limited

Remuneration of the trustee (including indirect taxes) 1,787 1,522
CDC settlement charges 4 198
MCB Bank Limited
Profit on bank deposits - 29
Bank charges 24 20
Silk Bank Limited
Profit on bank deposits 21,927 -
Bank charges 23 -
MCB Islamic Bank Limited
Profit on bank deposits 9 -
Bank charges 10 -
Next Capital Limited
Brokerage expense 13 -
11.3  Amount outstanding as at period end / year end (Unaudited) (Audited)
December 31, June 30,
2018 2018

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

MCB - Arif Habib Savings & Investment Limited - Management Company

Management remuneration payable 2,762 1,788
Sindh sales tax payable on management remuneration 359 232
Front-end load payable 104 68
Sales tax on front end load 13 10
Payable against Shariah advisory fee 78 75
Payable against allocated expenses 275 247
Receivable against sale of units - 1,495

Central Depository Company of Pakistan Limited - Trustee

Remuneration payable 306 281

Sindh Sales tax payable on remuneration of Trustee 40 36

Security deposits 100 100
MCB Bank Limited

Bank deposit held 1,877 5,355

Front-end payable 34 8
MCB Islamic Bank Limited

Bank balances 16 16.35446

Profit receivable on bank balances - 8.7931

Silkbank Limited
Bank balances 298 814,236
Profit receivable on bank balances 366 9,497

363 ALHAMRA ISLAMIC INCOME FUND
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12

13.

EXPENSE RATIO

The expense ratio of the Fund from July 1 2018 to December 31 2018 is 0.74%, the total expense ratio includes
0.17% representing government levy and SECP fee. This ratio is within the maximum limit of 2% prescribed under
the NBFC Regulations for a collective investment scheme categorised as a “Shariah Compliant (Islamic) Income”
Scheme.

FAIR VALUE OF FINANCIAL INSTRUMENTS

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).
--------------------- December 31, 2018 (Unaudited)------=-====-==-=mnmuuu-.

Level 1 Level 2 Level 3 Total
---------------------- (Rupees in '000) -------------
Investment classified
- at fair value through profit or loss 605,897 - 915,990 1,521,887

605,897 - 915,990 1,521,887

June 30, 2018 (Audited)

Level 1 Level 2 Level 3 Total
---------------------- (Rupees in '000) -------------

Investment classified
- at fair value through profit or loss - 722,449 - 722,449

- 722,449 - 722,449

The following table shows the carrying amounts of financial assets and financial liabilities:

December 31, 2018 (Un-audited)
Carrying amount

. Fair value Other
Fair value At .
through other . financial
through . amortised Total
. comprehensive assets /
profit or loss . cost I,
On-balance sheet financial instruments income liabilities
(Rupees in '000)
Financial assets measured at fair value
Investments
- Unlisted debt securities
- Sukuks Certificates 605,897 - - - 605,897
- Government securities - - - - -
- Term deposit receipt - - 335,000 - 335,000
- Commercial papers - - 580,990 - 580,990
605,897 - 915,990 - 1,521,887
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December 31, 2018 (Un-audited)
Carrying amount

. Fair value Other
Fair value At .
through other . financial
through . amortised Total
" comprehensive assets /
profit or loss . cost N,
income liabilities

(Rupees in '000)

Financial assets not measured at fair value

Balance with banks - - - 1,701,105 1,701,105
Profit receivable - - - 27,593 27,593
Advances, deposits and prepayments - - - 489 489

- - - 1,729,187 1,729,187

Financial liabilities not measured at fair value

Payable to the Management Company - - - 3,591 3,591
Payable to the Trustee - - - 346 346

Payable to the Securities and Exchange
Commission of Pakistan - - - 1,017 1,017
Accrued expenses and other liabilities - - - 19,714 19,714
- - - 24,668 24,668

June 30, 2018 (Audited)
Carrying amount

Other
Held. for Available for sale "°af‘s and financial Total
trading receivables assets /
liabilities
(Rupees in '000)
On-balance sheet financial instruments
Financial assets measured at fair value
Investments
- Unlisted debt securities
- Sukuks Certificates 685,308 - - - 685,308
- Government securities 37,141 - - - 37,141
722,449 - - - 722,449
Financial assets not measured at fair value
Balance with banks - - - 1,981,855 1,981,855
Profit receivable - - - 32,048 32,048
Advances, deposits and prepayments - - - 1,970 1,970

- - - 2,015,873 2,015,873

Financial liabilities not measured at fair value

Payable to the Management Company - - - 2,420 2,420
Payable to the Trustee - - - 317 317

Payable to the Securities and Exchange
Commission of Pakistan - - - 2,081 2,081
Accrued expenses and other liabilities - - - 18,853 18,853
- - - 23,671 23,671
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14. DATE OF AUTHORISATION FOR ISSUE

This condensed interim financial information was authorised for issue on February 18, 2019 by the Board of Directors
of the Management Company.

For MCB-Arif Habib Savings and Investments Limited
(Management Company)

Vg - =

Chief Executive Officer Chief Financial Officer Director
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