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REPORT OF THE DIRECTORS
OF THE MANAGEMENT COMPANY

The Board of Directors of National Asset Management Company Limited, the Management Company of
NAMCO Income Fund, is pleased to present the accounts of NAMCO Income Fund for the quarter ended Sep-
tember 30, 2011.

Money Market Review

During the period under review, liquidity position in the market remained stringent as overnight rates remained
just below the discount rate. TheBills auctions bid pattern during the quarter 2011 remained similar to the
trend observed in the earlier three months which suggested the market continues to prefer six months and one
year T-Bills over three month papers.

In the five Tbills auctions during the quarter, SBP cumulatively accepted Rs. 812.75 billion from the market
with major proportion in 6 months and 12 months maturity. The weighted average yields for thdilest T
auction was noted at 13.0351%, 13.1965% and 13.2888% for the 3 months, 6 months and 12 months maturities
respectively. On the corporate debt sphere, total traded value reported by MUFAP for the quarter stood at Rs.
2.135 billion among which Banking, Telecom and Chemical sectors bonds were the volume leaders.

Inflationary pressure during the quarter eased off from 12.4% to 10.5% (much of which is supported by the
change in CPI base year). In Monetary Policy Announcement on July 30, 2011, State Bank of Pakistan reduced
the Policy/ Discount Rate by 50 bps to 13.50%. With the decline in discount rates, KIBOR declined by 33bps,
53 bps and 59 bps to 13.20%, 13.25% and 13.55% for 3 months, 6 months and 9 months respectively.

Fund Performance

For the period ended September 30, 2011, your Fund earned gross revenue of Rs. 7.24 million The revenue
mainly comprised of profit on bank deposits of Rs. 1.47 million, profit @ill¥ of Rs. 1.01 million and profit

on Sukuk of Rs. 0.766 million. This revenue has increased by Rs. 4.00 million due to revaluations and reversal
of profit accrual of Sukuk.

Operating expenses during the same period amounted to Rs. 0.72 million, net asset value per certificate on
September 30, 2011 stood at Rs. 110.2624 Your Fund earned an annualized returntofddteaof 31.1%,
while 11.79% since the Fundds inception based on &éMor

Future Outlook

With declining trend in inflationary pressure, SBP has got enough room to reduce the discount rate further
below the level of 12%, we expect that market will follow the higher maturityl3, while with the span of
time the liquidity position in the interbank market is expected to improve.

Management Company Rating

JCRYVIS Credit Rating Company Limited has reaffirmed the management quality rating of AM3 minus for
National Asset Management Company Limited (NAMCO), the Management Company of NIF. The AM3 mi-

nus rating is categorized as "Good Quality Management”, which reflects NAMCO's capability to meet high
quality objectives in its management functions. The
(f)o6 (Si ngl-\dS Gedif Rafiny Comyanyl ighied, which reflects moderate degree of stability in

Net Asset Value.
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NAMCO INCOME FUND
CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES
AS AT SEPTEMBER 30, 2011

Unaudited Audited
September 30 June 30
Note 2011 2011
Rupees
ASSETS
Balances with banks 4 40,916,297 45,821,497
Investments 5 43,364,835 50,214,238
Profit Receivable 6 1,019,983 434,754
Security deposits 7 2,600,000 2,600,000
Preliminary expenses and floatation costs 616,786 704,220
Total assets 88,517,901 99,774,709
LIABILITIES
Payable to Management Company 1,155,301 1,145,980
Remuneration payable to the Trustee 9,027 9,644
Payable to Securities and Exchange Commission of Pakistan 108,906 91,315
Payable against redemption of units 4,536 6,209,272
Accrued expenses and other liabilities 8 547,096 365,566
Total liabilities 1,824,866 7,821,777
NET ASSETS 86,693,035 91,952,932
Unit Holders' Funds (As per statement attached) 86,693,035 91,952,932
Number of units in issue 786,243 892,888
Rupees Rupees
Net asset value per unit 110.2624 102.98
Face value per unit 100 100
The annexed notes 1 to 9 form an integral part of these financial statements.
For National Asset Management Company Limited
(Management Company)
Chief Executive Director
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NAMCO INCOME FUND
CONDENSED INTERIM INCOME STATEMENT (UN-AUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2011

INCOME

Profit on bank deposits

Profit on Sukuk Bonds

Profit on Certificates of Investments
Profit on Term Deposit Receipts
Income on Treasury Bills

Loss on devaluation of TFCs

Unrealised diminution on re-measurement of investments
classified as financial assets at fair value through profit or loss - net
- Quoted equity securities
Provisioning against investment
Total Income

EXPENSES

Remuneration to Management Company

Remuneration to the Trustee

Annual fee - Securities and Exchange Commission of Pakistan
Annual fee - National Clearing Company of Pakistan Limited
Securities transaction costs

Auditors' remuneration

Bank charges

Amortisation of preliminary expenses and floatation costs
Other expenses

Total Expenses

Net income from operating activities

Element of (loss) /income and capital (losses) / gains included in
the prices of units issued less those in units redeemed

Net income for the year before taxation
Taxation

Net income

The annexed notes 1 to 9 form an integral part of these financial statements.

For National Asset Management Company Limited
(Management Company)

Chief Executive

Unaudited Unaudited
September 30 September 30
2011 2010
Rupees
1,469,009 8,911,691
766,057 -
- 699,452
- 465,035
1,010,596 -
- (3,794,847)
3,245,662 6,281,331
- (87,181)
4,000,000 (5,993,742)
7,245,662 200,408
340,098 494,203
32,836 59,304
17,591 29,652
52,145 45,000
2,068 4,105
81,918 81,918
2,450 978
87,433 87,433
102,847 68,059
719,386 870,652
6,526,276 (670,244)
(1,121,681) 2,349,868
5,404,595 1,679,624
5,404,595 1,679,624
Director
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NAMCO INCOME FUND
CONDENSED INTERIM DISTRIBUTION STATEMENT (UNAUDITED)
FOR THE QUARTER ENDED SEPTEMBER 30, 2011

Undistributed income brought forward
Elementofincome / (loss) and capital gains / (losses) included in
prices of units sold less those in units redeemed - amount
representing income / (losses) that form part of the unit holders' fund

Net Income for the period

Undistributed income carried forward

The annexed notes 1 to 9 form an integral part of these financial statements.

For National Asset Management Company Limited
(Management Company)

Chief Executive

Unaudited Unaudited
September 30 September 30
2011 2010
Rupees
2,640,458 (831,302)
(1,121,681) -
5,404,595 1,679,624
6,923,372 848,322
Director
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NAMCO INCOME FUND
CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUND
FOR THE QUARTER ENDED SEPTEMBER 30, 2011

Unaudited Unaudited
September 30 September 30
2011 2010
Rupees
Net assets at the beginning of the period 91,952,932 278,471,966
Issue of 43,762 units (2010: 46,561 units) 4,594,999 7,293,120
Redemption of 150,406 units (2010: 1,654,381 units) (16,381,172) (165,701,504)
(11,786,173) (158,408,384)

Element of (income) / loss and capital (gains) /losses included in

the prices of units issued less those in units redeemed - transferred to

the income statement 1,121,681 (2,349,868)
Total comprehensive income for the year 1,404,595 7,760,547
Capital gain on sale of investments - -
Unrealised diminution on remeasurement of investments classified as

financial assets at fair value through profit or loss - net - (87,181)
Provisioning 4,000,000 (5,993,742)
Netincome for the year 5,404,595 1,679,624
Element ofincome / (loss) and capital gains / (losses) included in

prices of units sold less those in units redeemed - amount

representing income / (losses) that form part of the

unit holders' fund -
Net assets as at the end of the period 86,693,035 119,393,338
The annexed notes 1 to 9 form an integral part of these financial statements.

For National Asset Management Company Limited
(Management Company)
Chief Executive Director
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NAMCO INCOME FUND
CONDENSED INTERIM CASH FLOW STATEMENT
FOR THE QUARTER ENDED SEPTEMBER 30, 2011

Unaudited Unaudited
September 30 September 30
2011 2010
Rupees
CASH FLOWS FROM OPERATING ACTIVITIES
Income for the period 5,404,595 1,679,624
Adjustments
Amortization of preliminary expenses and floatation costs 87,433 87,433
Net element ofincome / (loss) and capital gains / (losses)
included in prices of units issued less those in units redeemed 1,121,681 (2,349,868)
6,613,709 (582,811)
(Increase) / decrease in assets
Investments 6,849,403 8,509,501
Dividend and other receivables (585,229) 2,126,804
Prepayments and security deposits - (100,000)
6,264,174 10,536,305
Increase / (decrease) in liabilities
Payable to National Asset Management Company Limited - Management Company 9,321 (160,225)
Payable to First Dawood Investment Bank Limited - Trustee (617) (19,226)
Payable to Securities and Exchange Commission of Pakistan 17,591 29,653
Payable against redemption of units (6,204,736) 10,203,005
Preliminary expenses and floatation costs payable to Management Company - (349,255)
Accrued expenses and other liabilities 181,530 316,411
(5,996,911) 10,020,363
Net cash used in operating activities 6,880,972 19,973,857
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts from issue of units 4,594,999 7,293,120
Payment on redemption of units (16,381,172) (165,701,504)
Net cash generated from financing activities (4,905,200) (138,434,527)
Net increase in cash and cash equivalents (4,905,200) (138,434,527)
Cash and cash equivalents at the beginning of the period 45,821,497 233,049,628
Cash and cash equivalents at the end of the period 40,916,297 94,615,101
The annexed notes 1 to 9 form an integral part of these financial statements.
For National Asset Management Company Limited
(Management Company)
Chief Executive Director
QUARTERLY REPORT 11
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NAMCO INCOME FUND
CONDENSED INTERIM NOTES TO THE FINANCIAL STATEMENT
FOR THE QUARTER ENDED SEPTEMBER 30, 2011

2.1

LEGAL STATUS AND NATURE OF BUSINESS

NAMCO Income Fund ("the Fund") was established under a Trust Deed executed between Na
Asset Management Company Limited ("“NAMCO") as the Management Company and First Daw
Investment Bank Limited ("FDIBL") as the Trustee. The Securities and Exchange Commission ¢
Pakistan ("SECP") authorised constitution of the trust deed on 2 August 2007 and it was execut
12 September 2007 in accordance with the NBFC Regulations. The Fund commenced its opere
from 12 July 2008. The principal activity of the Fund is to make investments in fixed income
securities. During the year, the first supplemental trust deed for change of trustee and amendm
trust deed of NIF was executed between the Management Company and MCB Financial Servic
Limited (MCBFSL) as the new Trustee. The Securities and Exchange Commission of Pakistan
(SECP) authorised constitution of the Trust Deed on 22 April 2010 and it was executed on 4
November 2010 in accordance with the NBFC Regulations.

The Management Company of the Fund has been licensed to act as an Asset Management Ct
under the NBFC Rules through a certificate of registration issued by SECP on 13 December 20
The registered office of the Management Company is situated at 179-B, Abu Bakar Block, New
Garden Town, Lahore. The principal office of the Management Company is situated at 19-C, Su
Lane 6, South Park Avenue, Phase Il Ext, DHA Karachi, Pakistan.

The Fund is an open end mutual fund and is listed on Karachi Stock Exchange. Units are offere
for public subscription on a continuous basis. The units are transferable and can also be redeer
surrendering to the Fund. The units of the Fund were initially offered at Rs. 100 each for public
subscription from 7 July 2008 to 11 July 2008.

JCR-VIS Credit Rating Company has maintained the management quality rating of AM3- for
Management Company. The AM3- rating is categorized as "Good Quality Management”. JCR-V
Credit Rating Company has assigned Fund Stabilty Rating (FSR) of "A(f)" to the Fund. The A(f)
rating denotes moderate degree of stability in Net Asset Value.

BASIS OF PREPARATION
Statement of compliance

These financial statements have been prepared in accordance with approved accounting stand
applicable in Pakistan. Approved accounting standards comprise of such International Financial
Reporting Standards (IFRS) issued by the International Accounting Standards Board as are not
under the Companies Ordinance, 1984, provisions of and directives issued under the Companie:
Ordinance,1984, requirements of Trust Deed, requirements of Non Banking Finance Companies
(Establishment and Regulation) Rules, 2003, and Non-Banking Finance Companies and Notified
Entities Regulations, 2008. In case, requirements differ, the provisions and directive of Companie
Ordinance 1984, the requirements of Trust deed, Non Banking Finance Companies (Establishm
and Regulation) Rules, 2003, and Non-Banking Finance Companies and Notified Entities Regula
2008 shall prevail.

QUARTERLY REPORT 12
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2.2 Basis of measurement

These financial statements have been prepared under the historical cost convention, except 1
certain investments stated at fair value, if any as disclosed in these financial statements.

2.3 Functional and presentation currency

These financial statements are presented in Pakistan Rupees, which is the Fund's functional
currency. All financial information presented in Pakistan Rupees has been rounded to the neare
rupees, except otherwise stated.

2.4 Accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards, as
applicable in Pakistan, requires management to make judgments, estimates and assumptions th
affect the application of policies and the reported amounts of assets, liabilties, income and expe!
The estimates and associated assumptions are based on historical experience and various othe
factors that are believed to be reasonable under the circumstances, the results of which form tt
basis of making the judgments about the carrying values of assets and liabilties that are not rea
apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to acct
estimates are recognised in the period in which the estimate is revised if the revision affects onh
period, or in the period of the revision and future periods if the revision affects both current and f
periods.
Judgments made by management in the application of approved accounting standards, as appli
Pakistan, that have significant effect on the financial statements and estimates with a significant
of material judgment in the next year are as follows:

2.4.1 Classification and valuation of investments (refer note 5).

2.4.2 Impairment of investments (refer note 3.4)

2.4.3Workers welfare fund liabilty (refer note 13)

2.4.4 Provision for taxation (refer note 3.10)

2.4.50ther assets
Judgment is involved in assessing the realisabilty of the assets balances.

2.5 Standards, Interpretations and Amendments not yet effective

The following standards, amendments and interpretations of approved accounting standards will
effective for accounting periods beginning on or after 01 July 2011:

- IAS 24 Related Party Disclosures (revise
after January 1, 2011). The revision amends the definition of a related party and modifies ce
related party disclosure requirements for government-related entities. The amendment woul
result in certain changes in disclosures.

QUARTERLY REPORT 13
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- Amendments to | AS 12 i deferred tax on i
beginning on or after January 1, 2012). The 2010 amendment provides an exception to the
measurement principle in respect of investment property measured using the fair value mod
accordance with IAS 40 Investment Property. The measurement of deferred tax assets an
liabilities, in this limited circumstance, is based on a rebuttable presumption that the carrying
amount of the investment property will be recovered entirely through sale. The presumption ¢
be rebutted only if the investment property is depreciable and held within a business model v
objective is to consume substantially all/l
The amendment has no impact on financial statements of the Fund.

- Amendments to I FRIC 14 |1 AS 19 1 The Li mi
Requirements and their Interaction (effective for annual periods beginning on or after Janual
2011). These amendments remove unintended consequences arising from the treatment of
prepayments where there is a minimum funding requirement. These amendments result in
prepayments of contributions in certain circumstances being recognised as an asset rather
an expense. This amendment is not likely to have any impact on Fund's financial statements

- Disclosures i Transfers of Financial As s
periods beginning on or after 1 July 2011). The amendments introduce new disclosure requit
about transfers of financial assets, including disclosures for financial assets that are not
derecognised in their entirety; and financial assets that are derecognised in their entirety but
which the entity retains continuing involvement. The amendments have no impact on financie
statements of the Fund.

- I mprovements to | FRSs 2010 i I n May 2010
comprise of 11 amendments to 7 standards. Effective dates, early application and transitioni
requirements are addressed on a standard by standard basis. The majority of amendments
effective for annual periods beginning on or after January 1, 2011. The amendments inclu
events or transactions that require disclosure in the interim financial statements and fair va
award credits under the customer loyalty programs to take into account the amount of dis
incentives that otherwise would be offered to customers that have not earned the award crt
Certain of these amendments will result in increased disclosures in the financial statements.

- |IAS 27 Separate Financial Statements (2011) - (effective for annual periods beginning on or
1 January 2013). IAS 27 (2011) supersedes IAS 27 (2008). IAS 27 (2011) carries forward tl
existing accounting and disclosure requirements for separate financial statements, with som
minor clarifications. The amendments have no impact on financial statements of the Fund.

- 1AS 28 Investments in Associates and Joint Ventures (2011) - (effective for annual periods
beginning on or after 1 January 2013). IAS 28 (2011) supersedes IAS 28 (2008). IAS 28 (2(
makes the amendments to apply IFRS 5 to an investment, or a portion of an investment, in ¢
associate or a joint venture that meets the criteria to be classified as held for sale; and on
cessation of significant influence or joint control, even if an investment in an associate becc
investment in a joint venture. The amendments have no impact on financial statements of t

- |1AS 19 Employee Benefits (amended 2011) - (effective for annual periods beginning on or af
January 2013). The amended IAS 19 includes the amendments that require actuarial gains
losses to be recognised immediately in other comprehensive income; this change will remc
corridor method and eliminate the ability for entities to recognise all changes in the defined
obligation and in plan assets in profit or loss, which currently is allowed under IAS 19; and
expected return on plan assets recognised in profit or loss is calculated based on the ri
discount the defined benefit obligation. The amendments have no impact on financial state
of the Func

QUARTERLY REPORT 14
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3.1

- Presentation of Items of Other Comprehensive Income (Amendments to IAS 1) - (effective
annual periods beginning on or after 1 July 2012). The amendments require that an entity pr
separately the items of other comprehensive income that would be reclassified to profit or lo:
the future if certain conditions are met from those that would never be reclassified to profit o
loss. The amendments do not address which items are presented in other comprehensive i
or which items need to be reclassified. The requirements of other IFRSs continue to apply ir
regard. The amendments have no impact on financial statements of the Fund.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements are ¢
below. These policies have been consistently applied to all the years presented.

Investments and other financial assets

Financial assets in the scope of IAS 39, are classified as either financial assets at fair value thre
profit or loss, loans and receivables, held-to-maturity investments and available-for-sale financial
assets, as appropriate. When financial assets are recognized inttially, they are measured at fair
plus, in the case of investments not at fair value through profit or loss, directly attributable transa
costs. The Fund determines the classification of its financial assets after initial recognition and
where allowed and appropriate, re-evaluates this designation at each financial year-end.

Financial assets at fair value through profit or loss

Financial assets classified as held for trading are included in the category "Financial assets at fe
value through profit or loss". Financial assets are classified as held for trading if they are acquire
the purpose of selling in the near term. Derivatives are also classified as held for trading unless
are designated as effective hedging instruments. Gains or losses on investments held for trading
recognized in income.

Held to maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturity are class
as held-to-maturity when the Fund has the positive intention and ability to hold to maturity.
Investments intended to be held for an undefined period are not included in this classification. Ot
long term investments, that are intended to be held to maturity, are subsequently measured at
amortized cost. This cost is computed as the amount initially recognized minus principal repayme
plus or minus the cumulative amortization, using the effective interest method, of a difference
between the initially recognized amount and the maturity amount. This calculation includes all fee
and points paid or received between parties to the contract that are an integral part of the effec
interest rate, transaction costs and all other premiums and discounts. For investments carried a
amortized cost, gains and losses are recognized in income when the investments are derecogn
impaired, as well as through the amortization process.

Loans and receivables

Loans and receivables are non derivative financial assets with fixed or determinable payments t
are not quoted in an active market. Such assets are carried at amortized cost using the effectiv
interest method. Gains and losses are recognized in income when the loans and receivables ar
derecognized or impaired, as well as through the amortization process.
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Available-for-sale financial assets

Available-for-sale financial assets are those non-derivatives financial assets that are designatec
available-for-sale or are not classified in any of the three preceding categories. After initial
recognition, available-for-sale financial assets are measured at fair value with gains and losses
recognized as a separate component of unitholders' fund until the investment is derecognized or
the investment is determined to be impaired at which time the cumulative gains or losses previot
reported in unitholders' fund are included in the income statement.

The fair value of investments that are actively traded in organized financial market is determined
reference to quoted market bid price at the close of business on the balance sheet date. For
investments where there is no active market, value is determined using valuation techniques.

Subsequent measure ment

Subsequent to initial recognition, financial assets designated by the management as at fair value
through profit or loss and available for sale are valued as follows:

a) Basis of valuation of debt securities

- Investment in term finance certificates and sukuks are valued in accordance with the
methodology for valuation of debt securities prescribed in the SECP's circular no. 1/2009 dat
06 January 2009. Under the said directive, investment in term finance certificates and sukuk
bonds are valued on the basis of traded, thinly traded and non traded securities. Accordingh
traded investment in debt securities have been valued at the rates determined and announc
Mutual Funds Association of Pakistan (MUFAP) based on the methodology prescribed in the
said circular.

- Fair value of the investments in Federal Government securities comprising treasury bills is
determined by reference to the quotation obtained from the PKRYV rate sheet on the Reutel

page.
b) Basis of valuation of equity securities

The investment of the Fund in equity securities is valued on the basis of closing quoted mark
prices available at the stock exchange.

Date of Recognition

All purchases and sales of investments that require delivery within the time frame established by
regulations or market convention are recognised at the trade date. Trade date is the date on w|
the Fund commits to purchase or sell the investments.

Derecognition

All investments are de-recognised when the rights to receive cash flows from the investments h

expired or have been transferred and the Fund has transferred substantially all risk and reward:
ownership.
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3.2

3.3

3.4

Derivative financial instrume nts

Derivative instruments are measured at initially and of each subsequent measurement at their fi
values which is calculated as being the net difference between the contract price and the closin
price reported on the primary exchange of the futures contract. Derivatives with positive market
values (unrealised gains) are included in other assets and derivatives with negative market valu
(unrealised losses) are included in other liabilties in the statement of assets and liabilties. The
resultant gains and losses are included in the income currently. All derivatives in a net receivable
positions (positive fair values) are reported as financial asset held for trading. All derivatives in a
payable position (negative fair values) are reported as financial liabilties held for trading.

Securities under repurchase / resale agreements (including those
purchased / sold under Continuous Funding System)

Transactions of purchase under resale (reverse-repo) of marketable and government securities
including the securities purchased under continuous funding system, are entered into at contrac!
rates for specified periods of time. Securities purchased with a corresponding commitment to re:
a specified future date (reverse-repos) are not recognised in the statement of assets and liabilit
Amounts paid under these agreements are included in receivable in respect of reverse repurch
transactions / against continuous funding system. The difference between purchase and resale
is treated as income from reverse repurchase transactions and accrued over the life of the
reverse-repo agreement.

Transactions of sale under repurchase (repo) of marketable and government securities are ent
into at contracted rates for specified periods of time. Securities sold with a simultaneous commit
to repurchase at a specified future date (repos) continue to be recognised in the statement of a
and liabilities and are measured in accordance with accounting policies for investment securities
counterparty liabilties for amounts received under these transactions are recorded as financial
liabilties. The difference between sale and repurchase price is treated as borrowing charges ar
accrued over the life of the repo agreement. All reverse repo / continuous funding system
transactions are accounted for on the settlement date.

Impairme nt

The Fund assesses at each balance sheet date whether there is objective evidence that the fi
asset or a group of financial assets is impaired. The carrying value of the Fund's assets are re\
at each balance sheet date to determine whether there is any indication of impairment. If such i
indication exists, the recoverable amount of such asset is estimated. An impairment loss is reco
whenever the carrying amount of an asset exceeds its recoverable amount. Provision for impail
losses are recognised in the income statement in case of held for trading financial assets sepi
If any such evidence exists for available for sale financial assets, the cumulative loss-measured
the difference between the acquisition cost and the current fair value, less any impairment loss
that financial asset previously recognised in the income statement is reclassified from the staten
of comprehensive income to the income statement.

For financial assets classified as 'loans and receivable’, a provision for impairment is established
there is objective evidence that the Fund will not be able to collect all amounts due according to
original terms. The amount of the provision is the difference between the asset's carrying value
present value of estimated future cash outflows, discounted at the original effective interest rate
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3.5

3.6

3.7

3.8

Provision for non-performing debt securities classified as 'held for trading' is made in accordance
with the criteria for provision of non-performing debt securities specified in Circular No. 1 dated O
January 2009 and Circular No. 13 dated 04 May 2009 issued by the SECP and is recognised
immediately in the income statement. The provisioning policy has been duly formulated and appr
by the Board of Directors of the Management Company.

Unit holders' fund

Unit holders' fund representing the units issued by the Fund, is carried at the redemption amoun
representing the investors' right to a residual interest in the Fund's assets.

Issue and redemption of units

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

Units redeemed are recorded at the redemption price, applicable to units for which the distributo
receive redemption requests during business hours of that day. The redemption price represent
net asset value per unit as of the close of the business day less any back-end load, duties, taxe
charges on redemption and any provision for transaction costs, if applicable. Currently, the Fund
not charging any back-end load or duties or charges.

Net asset value per unit

The net assets value per unit disclosed in the statement of assets and liabilties is calculated by
dividing the net assets of the Fund by the number of units in issue.

Revenue recognition

- Gains / (losses) arising on sale of investments are included in the income statement on the ¢
which the transaction takes place.

- Unrealised gains / (losses) arising on revaluation of investments classified as financial asset
fair value through profit or loss are included in the income statement in the period in which th
arise.

- Interest income from reverse repurchase transactions and continuous funding system lendir
arrangements, returns on certificates of investment, placements, commercial papers, certific
of musharika, term deposits and investments in debt securities are recognised at rate of ret
implicit in the instrument on a time proportionate basis.

- Return on bank balances are recognised at effective profit rates based on a time proportion

- Dividend income is recognised in income statement when the Fund's right to receive the pay
is established.
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3.9

3.10

3.11

Element ofincome / (loss) and capital gains / (losses) included in prices of
units sold less those in units redeemed

An equalisation account called the 'element of income / (loss) and capital gains / (losses) include
prices of units issued less those in units redeemed' is created, in order to prevent the dilution of
income per unit and distribution of income already paid out on redemption.

The 'element of income / (loss) and capital gains / (losses) in prices of units sold less those in ur
redeemed' account is credited with the amount representing net income / (loss) and capital gain
(losses) accounted for in the net asset value and included in the sale proceeds of units. Upon
redemption of units, the element of income / (loss) and capital gains / (losses) in prices of units €
less those in units redeemed' account is debited with the amount representing net income and ¢
gains accounted for in net asset value and included in the redemption price.

The net "element of income / (loss) and capital gains / (losses) included in prices of units sold les
those in units redeemed" during an accounting year is recognised in the income statement.

Taxation
Current

Clause 99 of Part | of the Second Schedule to the Income Tax Ordinance, 2001 provides exem
from tax to any income derived by a Mutual Fund, if not less than ninety percent of its accounting
income of a year as reduced by capital gains whether realize or unrealized is distributed among
unit holders. Provision for current taxation is made on taxable income at the prevailing rates of te
after taking into account tax credits available, if any. The Management Company intents to distri
a sufficient accounting income of the Fund (including final distributions declared subsequent to
reporting date) for the year ended 30 June 2011 in order to comply with the above stated clause
Accordingly, no tax provision has been made in these financial statements for the year ended 3!
2011.

Deferred

The Fund accounts for deferred taxation on all material temporary differences using the liability
method arising between the amounts attributed to assets and liabilties for financial reporting pur|
and those used for taxation purposes. However, deferred tax liability has not been provided in tr
financial statements as the management believes that the timing differences will not arise due tc
fact that the Fund intents to continue availng the tax exemption through dividend distribution to th
extent of ninety percent of distributable profit.

Financial instruments

Financial assets include balances with banks, accrued income and security deposits and financi
liabilties include payable to Management Company, Trustee and SECP, payable against redem,
of units and accrued expenses and other liabilties. These are recognised at the time when the
becomes a party to the contractual provisions of the instrument and derecognized when the Fur
losses control of contractual rights that comprises the financial assets and in the case of financi
liabilties when the obligation specified in the contract is discharged, cancelled or expired. At the 1
of initial recognition all financial assets and financial liabilties are measured at cost, which is the f
value of the consideration given or received for it. Any gain or loss on derecognition of financial
assets and financial liabilties is taken to income statement directly.
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3.12 Offsetting of financial assets and liabilities

Financial assets and financial liabilties are only offset and the net amount reported in the staterr
assets and liabilities when there is a legally enforceable right to set off the recognised amount a
Fund intends to either settle on a net basis, or to realise the asset and settle the liability simultan

3.13 Provision
A provision is recognised in the statement of assets and liabilties when the Fund has a legal or
constructive obligation as result of past event and it is probable that an outflow of resources
embodying economic benefits wil be required to settle the obligation and a reliable estimate can

made of the amount of the obligation. Provisions are regularly reviewed and adjusted to reflect tl
current best estimate.

3.14 Preliminary expenses and floatation costs

Preliminary expenses and floatation costs represent expenditure incurred prior to the commenct
of operations of the Fund. These costs are being amortised over a period of five years in accori
with the requirements set out in the Trust Deed of the Fund.

3.15 Cash and cash equivalents

Cash and cash equivalent comprise of bank balances and those investments which are readiy
convertible to known amount of cash subject to an in significant risk of significant changes of val
and have maturities of less than three months from the date of acquisition.

3.16 Distributions

Distributions declared including the bonus units are recorded in the period in which they are
approved. Regulation 63 of the Non-Banking Finance Companies and Notified Entities Regulatio
2008, requires that the Fund is required to distribute 90% of the net accounting income other tha
unrealized capital gains / loss to the unit holders.

3.17 Other assets
Other assets are stated at cost less impairment losses, if any.
3.18 Liabilities

All expenses including management fee and trustee fee are recognised in the income statemer
accrual basis.
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Unaudited Audited
30th Sep 30th June
2011 2011
------------- Rupees-------------
4 BALANCES WITH BANKS
- Profitand loss sharing bank accounts 40,916,297 45,821,497

40,916,297 45,821,497

5 INVESTMENTS

Financial assets at fair value through profit and loss - held for trading

- Fixed income and other debt securities - Sukuk Bonds 15,000,000 11,000,000
Held to Maturity
- Treasurybills - 3 months 28,364,835 39214238

43,364,835 50,214,238

6  DIVIDEND AND OTHER RECEIVABLES

Profit receivable on Sukuk Bonds 516,057 -
Profit receivable on balance with banks 503,926 434,754
1,019,983 434,754

7  SECURITY DEPOSITS

- National Clearing Company of Pakistan Limited 2,500,000 2,500,000
- Central Depository Company of Pakistan Limited 100,000 100,000
2,600,000 2,600,000

8 ACCRUED EXPENSES AND OTHER LIABILITIES

Auditors' remuneration 297,717 215,800
Legal advisor fee payable 116,819 79,007
Payable to NCCPL 22,146 15,000
Brokerage payable on Money Market Instruments 158 158
Printing charges payable 88,610 25,131
With holding tax 21,646 30,470

Workers' Welfare Fund - -

547,096 365,566
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9.1

9.2

9.3

9.4

9.5

5
TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES

Connected persons include National Asset Management Company Limited being the Management Company, MCB
Financial ServicesLimited being the trustee of the Fund and directors and officers of the Management Company.

The transactions with connected persons are in the normal course of business, at contracted rates and terms

determined in accordance with market rates.

Remuneration payable to the Management Company and the Trustee is determined in accordance with the provisions

of the NBFC Regulations and the Trust Deed respectively.

Details of transactions with connected persons during the period are as follows:

National Asset Management Company Limited - Management Company
Management Company fee

Preliminary expenses and floatation costs incurred

Units issued Nil units (2010: Nil units)

Units Redeemed Nil units (2010: 70,405: units)

National Asset Management Company Limited - Employees Provident Fund
Units issued units (2010: Nil units)

FHrst National Equities Limited
Units issued Nil units (2010: Nil units)
Units Redeemed Nil units (2010: 160,373 units)

MCB Financial Services Limited - Trustee
Remuneration to the trustee

FHrst Dawood Investment Bank Limited - Retiring Trustee
Remuneration to the retiring trustee

Chief Executive Officer
Units issued 5,077 units (2010: Nil units)
Units Redeemed 7,003 units (2010: Nil units)

Spouse of Chief Executive
Units issued Nil units (2010: Nil units)

Amount outstanding as at period end

Un-audited

September 30, 2011

Un-audited

September 30, 2010

Rupees
340,098 494,203
- 1,047,765
7,012,301
15,878,566
32,836 -
- 59,304
530,000 -
769,765 -
Un-audited Audited

September 30, 2011

June 30, 2011

Rupees
National Asset Management Company Limited - Management Company
Management Fee payable 1,155,301 98,215
Preliminary expenses and floatation costs payable 1,047,765 1,047,765
Investment held by the Management Companyin the Fund 631,169 units 69,594,108 65,000,119
(2010: 720,000 units)
National Asset Management Company Limited - Employees Provident Fund
Investment held in the Fund 11,926 units (2010: 44,515 units) 1,314,951 1,228,184
Frst National Equities Limited
Investment held in the Fund Nil units (2010: Nil units) - -
MCB Financial Services Limited - Trustee
Investment held by trustee in the Fund Nil units (2010: Nil units) - -
Fee payable 9,027 9,644
Chief Executive Officer
Investment held by the CEO in the Fund Nil units (2010: 1,926 units) - 200,000
Spouse of Chief Executive
Investment held by the Spouse of the CEO in the Fund Nil units (2010: Nil
units) - -
Executives of the Management Company
Investment held by the Executives of the Management Company in the Fund
Nil units (2010: Nil units) _ _
For National Asset Management Company Limited
(Management Company)
Chief Executive Director
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