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At First Capital Mutual Fund Limited we would focus on
creating wealth for shareholders, to conduct ourselves with
dignity and the highest ethical standards, to contribute as a
good corporate citizen to the society and also to provide a

good working environment that will surely stimulate talent and
reward hard work.
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To be a leader among Mutual Funds of the country through
prudent investments in diversified portfolio for sustained best
financial results and continuing achieving maximum yield for
the shareholders of First Capital Mutual Fund Limited.
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First Capital Mutual Fund Limited

NOTICE OF ANNUAL GENERAL MEETING

Noticeis hereby given that the 13" Annual General Mesting of the Shareholders of First Capital Mutual Fund Limited
(“the Company”) will be held on 30 October 2007 at 11:30 am. at the Registered Office of the Company, 103-C/I1,
Gulberg-I11, Lahore, totransact thefollowing business:

1

2.

To confirmtheminutesof last Annual General M eeting held on 30 October 2006;

To receive, consider and adopt the financial statements of the Company for the year ended 30 June 2007 together

withtheDirectors and Auditors reportsthereon;

Toapprove theInterim cash dividend @ 10% as declared and paid on 06 August 2007 by the Company which shall
beconsidered asfinal dividend,;

To appoint the Auditors of the Company for the year ending 30 June 2008 and to fix their remuneration;

By order of theBoard

Lahore Amir Mahmood
October 09, 2007 Company Secretary

Notes:

1)

2)

3)

4)

The Members Register will remain closed from 23 October 2007 to 30 October 2007 (both days inclusive).
Transfer received at THK Associates (Pvt.) Limited, Ground Floor, State Life Building No. 3, Dr. Ziauddin
Ahmad Road, Karachi the Registrar and Shares Transfer Office of the Company, by the close of business on 22
October 2007 will betreated intime.

A member ligibleto attend and vote at the meeting may appoint another member as proxy to attend and votein
the meeting. Proxiesin order to be effective must be received by the company at the Registered Office not later
than 48 hoursbeforethetimefor holding the meeting.

In order to bevalid, aninstrument of proxy and the power of attorney or other authority (if any) under whichitis
signed, or anotarialy certified copy of such power of attorney, must be deposited at the registered office of the
company, 103-C/I1, Gulberg-111, Lahore, not lessthan 48 hoursbeforethetime of the meeting.

a) Individual beneficial ownersof CDC entitled to attend and vote at the meeting must bring his/her participant
ID and account/sub-account number along with original NIC or passport to authenticate his/her identity. In
case of Corporate entity, resolution of the Board of Directors/Power of attorney with specimen signatures of
nomineesshall be produced (unlessprovided earlier) at thetime of meeting.
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b) For appointing of proxies, theindividual beneficial ownersof CDC shall submit the proxy form as per above
requirement along with participant 1D and account/sub-account number together with attested copy of their
NIC or Passport. The proxy form shall be witnessed by two witnesses with their names, addresses and NIC
numbers. The proxy shall produce his/her original NIC or Passport at the time of meeting. In case of
Corporate entity, resolution of the Board of Director/Power of attorney along with specimen signatures shall
besubmitted (unlesssubmitted earlier) along with the proxy form.

5) Membersarerequested to notify any changeintheir registered addressimmediately.
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FINANCIAL HIGHLITHS-LAST TEN YEARS

Rupeesin thousands

2007 2006 2005 2004 2003 2002 2001 2000 1999 1998
Income Statement
Capital gain/(loss) 52,949 35,997 25,734 9,674 34,472 2,939 (4,964) 15,135 (37,942) 1,859
Dividend income 10,738 6,557 4,749 4,699 7,596 7,163 2,328 4,830 2,369 3916
Unrealized gain/(loss) on listed securities 58,493 13,476 (0.566) 11,925 11,241 (8,189) (273) 288 (45,472) 30,000
Operating expenses 11,183 7,196 6,018 5,019 4,166 3,564 2,423 4,006 4,519 5,284
Net gain/(loss) before taxation 114,400 48,872 24,094 21,377 49,186 (1,544) (4,614) 16,230 6,263 (27,447)
Taxation - 603 - 234 - 430 169 182 132 196
Net gain/(loss) after taxation 114,400 48269 24,094 21,142 49,186 (1,974) (4,783) 16,048 6,131 (27,643)
Earning per share 3.95 3.22 161 141 3.28 (0.13) 0.32 1.07 0.41 (1.84)
Balance Sheet
Net assets 380,281 176,043 142,611 118,517 97,375 85,689 87,663 92,446 83,898 77,767
Net assets per share (Rupees) 12.68 11.74 9.51 7.91 6.94 571 5.85 6.16 5.59 5.18
Payouts
Dividend distribution (%) 10% 10% 10% Nil 25% Nil Nil 5% Nil Nil
Stock Exchange
KSE 100 Index (Points) 13,772 9,989 7,450 5279 3,402 1,770 1,366 1,520 1,054 879
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DIRECTORS REPORT

The Board of Directors of First Capital Mutual Fund Limited (“FCMF") is pleased to present the Annual Report 2007
together withthe audited financial statementsfor theyear ended June 30, 2007.

Equity Market Review

Pakistan equity market concluded financial year ended June 30, 2007 by posting double digit return for another year.
K SE-100 index roseto historic levels and ended the year at 13,772 up 38% on year on year basis. This makes financial
year ended June 30, 2007 6th consecutive year of bull-run. The gain of 38%, measured by benchmark KSE Index, inthe
outgoing fiscal year 2007 was lower than last five year average of 50% but significantly higher that the past 10-year
average of 25%. Interestingly, market yielded increased return in the second half of the financial year ended June 30,
2007 versusthat of the first half of the financial year. Against the gain of only 1% in thefirst half of the financia year
ended June 30, 2007, stocks provided 37% return in the second half of the financial year ended June 30, 2007. The
subdued performance of themarket infirst half of thefinancial year ended June 30, 2007 could belinked to lower Global
Depository Receipts pricing of heavyweight Oil and Gas Devel opment Company Limited coupled with theintroduction
of new rulesregarding brokers marginsand adequacy.

The highlight of the year was the rising quantum of Dollar inflows into the local market. Against the net inflow of
US$356mn during the yesteryear, Pakistan's equity market attracted US$2.5bn worth foreign buying during financia
year ended June 30, 2007 to date. These inflows are inclusive of the three Global Depository Receipts (Oil and Gas
Development Company Limited, MCB Bank Limited and United Bank Limited) worth US$1.5 bn that werefloated into
the international market. Resultantly, this hasimproved the float adjusted market cap of Pakistan market from 20% in
financial year ended June 30, 2006 to 26% by the end of financial year under review. On the other hand, foreign
ownershipinthefloat adjusted market cap hasal so increased to 30%.

Fund'sPerformance
Thefund's principal revenue emanates from capital gain on listed equity securities supplemented by dividend income.
During financial year ended June 30, 2007 fund exhibited substantial improvement in performance in terms of overall

profitability. Followingisasummary of fund'sresults;

Operating Results

2007 2006
Rupees Rupees
Net gain on listed securities 52,948,949 35,997,091
Dividend income 10,738,281 6,555,670
Other income 3,402,433 39,309
Unrealized gain on listed securities 58,492,717 13,476,246
Operating expenses 11,182,623 7,196,421
Net profit 114,399,756 48,871,895
Net Assets 380,280,534 176,042,778
NAV per share* 12.68 11.74
Earnings per share Basic** 3.95 3.22
Dividend 10% 10%

* Ex-dividend and adjusted for right issue

** Adjusted for right issue
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TheBoard of directorsispleased to inform that the Net Asset Value per share of your Fund as on June 30, 2007 stands at
Rs. 12.68 representing 39% growth over the NAV of the last year (adjusted for dividends and rights shares). The Fund
managed to out-perform the KSE-100 index by 1.1% in during the year with Fund's NAV appreciating by 39% while
K SE-100 by 38%.

Net profit has grown considerably showing an increase of 137%. Realized and unrealized gain investments have
exhibited substantial growth because of better fund management. Dividend income has supplemented profitability with
ayear on year increase of 64%. Operating expenses also increased by 134% as compared to those of the preceding year,
whichiscommensuratewithincreaseinthesize of Fund by 55% onyear onyear basis.

PerformanceRating

During the year your Fund has been assigned aMFR of 5 Star by Pakistan Credit rating Agency Limited (PACRA)
evidencing asuperior performanceinthecategory of closed end equity fundsinthe assessed year.

Payouts

During the year Fund declared an interim dividend of 10% (i.e., Re 1/- per share) which shall also be treated as final
dividend for theyear ended June 30, 2007.

Earningsper Share

Fund's earning per share hasincreased from Rs 3.22/- during thefinancial year 2006 to Rs 3.95/- for the year ended June
30, 2007.

Right | ssue

Last year Fund announced 100% right shares at par value to increase the size of fund from Rs. 150 million to Rs. 300
million. Deployment of the additional amount was made in accordance with the approved investment procedures and
market conditions.

I nvestment Objective

FCMF will seek to augment the wealth of investors through investments with strong fundamentals, geared towards
securing maximum returns while simultaneously offsetting resultant risks through efficient diversification across
sectorswith low correlation amongst them.

I nvestment Policy

FCMF will invest in listed securities or companies, which are proposed to be listed. The proportion of investment in
stock of different companies & across different sectors will be based upon expected return & inherent risks. In case of
investment in stocks and fixed income securitiesinvestment would be made according to the guidelines contained in the
NBFCRules.

FCMF shall not invest in any security morethan ten percent (10%) of thetotal Net Asset of FCMF or theissued capital of
such company. FCMF shall adhere to the guidelines set forth in NBFC (Establishment and Regulation) Rules, 2003 (as
amended fromtimetotime) inrelationtoinvestment policy.

The Fund is managed by First Capital Investments Limited, an associated company, under an investment advisery
agreement.
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Por tfolio Per for mance

During the year, your fund has outperformed the benchmark KSE-100 index by 1.1% (on adjusted basis). Our top 5
sector alocations included Commercial Banks, Oil Exploration and Production, Investment Bank / Companies,
Cementsand Fertilizers.

Banking Sector remained among the best performing sectors during the year. The sector has shown record levels of
profitability whileimproved asset quality, future growth potential solicited great interest fromforeign investors. Global
Depository Receipts listings of two giants United Bank Limited and MCB Bank Limited received highly encouraging
response from foreign investors. Cement Sector also showed phenomenal growth in market capitalization as the
capacity expansions started to come online along with surge in exports with an international favorable scenario of
cement demand. Performance of Energy and Power sector companies however remained subdued and disappointed
most analystsforecasts dueto composite factorsincluding production hindrancesfrom few of existing fieldsand aslow
down in emergence of new oil and gas reserve discoveries that remained hallmark of the sector's performance in the
preceding year. Issuance of Oil and Gas Development Company Limited GDR during the year at a discount from
prevailing prices also dampened the investor's sentiments and at the same time added free float restricted any notable
upward movement. Performance of Automobile sector remained extremely good on back of expansions and demand
outlook despite import of cars. Fertilizer sector also performed well due to capacity expansions, BMR activities and
supporting steps taken by the government including subsidies and initiatives for promoting use of DAP and other
phosphatefertilizersin balanced composition.

Investment Portfolio

22%
15%
ED% 1 1 I:’III'I
O Investment Companies f Banke B Commercial Banks
M Carmant MOil & Gas Exploration Companies

W Fertilizer = Others

Taxation

Theincomeof FCMF will not be subject toincometax under clause 99 of the Part 1 of the 2™ Scheduleto the Income Tax
Ordinance, 2001, because FCMF has distributed more than 90% of its income for the year, excluding realized and
unrealized capital gainstoitsshareholders.

FutureOutlook
Pakistan Equity Market in general still offers attractive valuations and we believe that impact of any exogenous events

including upcoming electionsmay temporary affect the sentimentsin the short term, however shall not materially affect
the market fundamentals. We believe Pakistan Equity Markets are less exposed to excessive speculative movements
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than ever before, dueto improvements brought in the market mechanism (whichisexpected to improve further with full
implementation of Risk Management System and CFS MK-II). The market performance exhibited in the past few
months of heightened political stability and stalled law and order situation in some parts of country, isindicative of its
indifferenceto exogenouseventsthat do not impact the businessand overall economic activity.

We believe that instrumental change to the market that has been the impetus for record breaking performance is the
interest of foreign investors. The reason for this unprecedented interest of foreign investors include but not limited to
economic stability, stable apex political leadership and most importantly relatively cheap valuations. Further,
impressive marketing of economic turnaround and future potential by Economic Managers of Country for transactions
like Islamic Sukuk Bonds, Sovereign Bonds and Global Depository Receipts has solicited great interest for the capital
marketsingeneral.

Whilenot expecting any fundamental changein the economic policiesdueto change of economic managersand thusthe
economic performance in general and equity markets in particular, we expect value and growth sectors can provide
decent rateover the period.

We continueto maintain our liking in particular for Commercial Bankson decent sustainable growth in profitability, Oil
Exploration and Production for expected volumetric growth, Cements on long-term favourable domestic and
international demand outlook, Fertilizers on stable growth given the persistent domestic demand-supply gap and latent
expansionsand Investment Banks/ Companieson better performance of capital marketsexpectedinfuture.

ChangesintheBoard of Directors

Since the last report there have been changes in the composition of the Board of Directors. During the year
Mr. Muhammad Faisal Potrik resigned from the Board and Mr. Muhammad Musharaf Khan has been appointed in his
place with the approval of Securities and Exchange Commission of Pakistan (“ SECP”). Furthermore, subsequent to the
year Mr. Sardar Ali Wattoo hasresigned from the board and Mr. Kamran Haf eez has been appointed as CEO in place of
Mr. Muhammad Faisal Potrik and director in place of Mr. Sardar Ali Wattoo respectively with the approva of SECP.
Currently the Company hassevendirectorsonitsBoard.

Tradingof Directors

During the year ended June 30, 2007 no trading in the Company's share were carried out by the directors, CEO, CFO,
Company Secretary and their spousesincluding minor children.

Boar d M eetings
Fivemeetingsof theBoard of directorswereheld during theyear. Attendance by each director isasfollows;
Directors MeetingsAttended

Salman Taseer (Chairman)
Ahmead Bilal

Khawaja Khalil Shah
Muhammad Naveed Tariq
Mahmood Ali Athar
Muhammad Musharaf Khan
Kamran Hafeez (CEO) -
Muhammad Faisal Potrik (CEO - Resigned)
Sardar Ali Wattoo (Resigned) 5

w ' o o1 o

w

The directors who could not attend were granted leave by the Board.
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Audit Committee

The Board of Directors in compliance with the Code of Corporate Governance has established an Audit Committee
consisting of thefollowing directors:

Salmaan Taseer Chairman
Muhammad Naveed Tariq Member
Muhammad Musharaf Khan Member

I nvestment Committee

Fund'scoreactivitiesinvolvetrading in listed equity securities. In addition to a prudent and proactiveinvestment policy
and strategy as discussed above, Fund has an investment committee for continuous monitoring and risk management.
Following arethemembersof investment committee:

KamranHafeez
Syed Kashan Kazmi
MuhammadAsim

Patter n of Shareholding

Pattern of shareholdings as required under section 236 of the Companies Ordinance, 1984, and Listing regulationsis
enclosed.

Auditors

The present Auditors, Messrs KPM G Taseer Hadi & Co., Chartered Accountants, shall retire and being eligibleto offer
themselvesfor re-appointment. The Board of Directorsendorsesthe recommendation of theAudit Committeefor there-
appointment of Messrs KPM G Taseer Hadi & Co., Chartered Accountants as the auditors of the Fund for the financial
year ending 30 June 2008.

Good Gover nanceand Best BusinessPr actices

Practicing Governance means bringing and ensuring that we have acomprehensive set of ethical principlesplusateam
that iscommitted to ensurethat all our busi nessactivitiesare conducted according to thoseprinciples.

The Board of Directors of the Fund is responsible to its shareholders for managing the business of the Fund in strict
compliance with the regulatory requirements and sound internal controls. In other words we have to live up to high
standards that are independently verifiable. It acknowledges the responsibility for the sound internal controls and is
committed to uphol ding the highest standards of Code of Corporate Governance.

Satement of Compliancewith thebest practiceson Transfer Pricing

TheFund hasfully complied with thebest practicesontransfer pricing to the extent ascontained inthelisting regulations
of stock exchanges.

Satement of Compliancein accor dancewith the Codeof Cor por ate Gover nance

The Fund for the year ended 30 June 2007 has duly complied with the provisions of the relevant code for good
governance. TheBoard of Directorshasreviewed the Codesand hereby confirmsthat:

1) Thefinancial statements, prepared by the management, present fairly, itsstate of affairs, theresultsof itsoperations,
cashflows, changesin equity, statement of movement inreservesand distribution statement of the Fund.
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2)

3)

4)

5)
6)

7)

8)

9

10)

First Capital Mutual Fund Limited

Proper Booksof accountsof the Fund have been maintained.

Appropriate accounting policies have been consistently applied in preparation of financial statements and
accounting estimatesare based on reasonabl eand prudent judgment.

International Accounting Standards, as applicable in Pakistan, have been followed in preparation of financial
Statements

Thesystem of internal control issoundin design and hasbeen effectively implemented and monitored.
Thereareno significant doubtsupon the Fund's ability to continueasagoing concern.

There has been no material departure from the best practices of corporate governance, as detailed in the listing
regulations.

Thekey financial dataof |ast ten yearsisattached to thisreport.

Thereareno statutory payments on account of taxes, duties, leviesand charges, which are outstanding and have not
been disclosedintheaccounts.

The Fund has followed the best practices of corporate governance, as detailed in Listing Regulations of Karachi
Stock Exchange and Lahore Stock Exchange.

Acknowledgment

TheBoard would liketo thanks and appreciate all the shareholdersfor their continued support. The board al so wishesto
place on record its appreciation for the guidance and support extended by the Securities and Exchange Commission of
Pakistan, Lahore Stock Exchange (Guarantee) Limited and Karachi Stock Exchange (Guarantee) Limited.

For and on behalf of theBoard

Lahore: Kamran Hafeez
October 05,2007 Chief Executive Officer
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STATEMENT OF COMPLIANCE WITH THE CODE OF CORPORATE
GOVERNANCE FOR THE YEAR ENDED 30 JUNE 2007

This statement is being presented to comply with the Code of Corporate Governance contained in listing regulations of
Karachi Stock Exchange (Guarantee) Limited and Lahore Stock Exchange (Guarantee) Limited for the purpose of
establishing a framework of Good Governance, whereby a listed company is managed in compliance with the best
practiceof corporate governance.

The Company hasapplied the principlescontainedin the Codeinthefollowing manner.

1 The Board of Directors comprise of seven directors. The Company encourages representation of independent
non-executive directors on its Board. At present, the Board includes at |east two independent non-executive
directors.

2. The directors have confirmed that none of them is serving as a director in more than ten listed companies,

including thisCompany.

3. All theresident directorsof the Company areregistered astaxpayersand none of them has convicted by aCourt
of competent jurisdiction asadefaulter in payment of any loan to abanking company, aDFI or NBFI. Nooneis
amember of the Stock Exchange.

4, All casual vacanciesoccurringintheBoard werefilled up by thedirectorswithin 30 daysthereof.

5. The Company has prepared a'Statement of Ethics and Business Practices, which has been signed by all the
directorsand employeesof the Company.

6. The Board has devel oped avision/mission statement, overall corporate strategy and significant policies of the
Company. A complete record of particulars of significant policies along with the dates on which they were
approved or amended hasbeen maintained.

7. All the powers of the Board have been duly exercised and decisions on materia transaction, including
appointment and determination of remunerati on and terms and conditions of employment of the CEO and other
executivedirectors, have beentaken by the Board.

8. Themeeting of the Board were presided over by the Chairman in hisabsence, by adirector elected by the Board
for this purpose and the Board met at least oncein every quarter. Written notices of the Board meetings, along
with agenda and working papers, were circulated at |east seven days before the meetings. The minutes of the
meetingswereappropriately recorded and circul ated.

9. The Board arranged orientation courses for its Directors during the year to appraise them of their duties and
responsihilities.
10. The Board hasapproved appointment of Company Secretary, including remuneration and termsand conditions

of employment, asdetermined by the CEO.

11. TheDirectors Report for thisyear hasbeen prepared in compliancewith the requirements of the Codeand fully
describesthe salient mattersrequired to bedisclosed.

12. Thefinancial statementsof the Company wereduly endorsed by CEO and CFO beforeapproval of theBoard.
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13. The Directors, CEO and executives do not hold any interest in the shares of the Company other than that
disclosedinthepattern of shareholding.

14. The Company hascomplied with all thecorporateand financial reporting requirementsof the Code.

15. TheBoard hasformed an Audit Committee. At present, the committee comprisesthree non-executivedirectors
including the Chairman of the Committee.

16. The meetings of the Audit Committee were held at | east once every quarter prior to the approva of interim and
final results of the Company and as required by the Code. The terms of reference of the Committee have been
formed and advised to the Committeefor compliance.

17. The Board has set-up an effective internal audit function for the Company having suitable qualified and
experienced personnel who are conversant with the policiesand procedures of the Company.

18. Thestatutory auditorsof the Company have confirmed that they have been given asatisfactory rating under the
quality control review program of the Institute of Chartered Accountants of Pakistan, that they or any of the
partners of the firm, their spouses and any minor children do not hold shares of the Company and that the firm
and all its partners are in compliance with International Federation of Accountants (IFAC) guidelines on code
of ethicsasadopted by I nstitute of Chartered Accountantsof Pakistan.

19. The statutory auditors or the persons associated with them have not been appointed to provide other services
except inaccordance with thelisting regulationsand the auditorshave confirmed that they have observed IFAC
guidelinesinthisregard.

20. We confirm that all other material principles contained in the Code have been complied with.

For and on behalf of theBoar d

Lahore: Kamran Hafeez

October 05, 2007 Chief Executive Officer
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KPMG Tasear Hadi & Co, Telephora  +52 {42) 578 1751-6
Chartered Azcountants Fax +22 142) 5B 1757
20t-Dffice Block intrernod wown kprig.com. pk

Siddig Trade Centre
72-Main Boulevard, Gulbern-ll
Lahare, Pakistan

Review Reporl to the Members
on Statement of Compliance with Best Practices
ot Cude of Corporate Governance

We have reviewod the staicment of compliance will the bust practices contained in the Code of
Corporate Governance prepaced by the Board of Divvetors of First Capital Mutual Funds Limifed
{(“the Fund”3 to comply with the Lisiing Regulations No. 37 {Chapler XI) and Na. 43 (Chapter X111}
of the respective Stk Exchanges, where the Fund iy listed.

The responsibilily for compliance with the Code of Corpotmte Governance is that of the Board of
Dirsctors of the Fund. Our responsibility is 1 review, W the extent where such compliance can be
objeclively verilied, whether the statement of compliance reflecrs the status of the Fund®s compliance
with Lhe provisions of the Code of Covporate Governance and report if it does not. A roview is limited
primarily 1o inquiries of the Fund personne! and review ot various documents prepared by the Fund ta
coemnply with the ((ode.

As part of our audit of financial stalomenls we are required o obtin un endesstanding of the
accounting and internal contral system sulficfent 1o plan the audit and develop an effective awlit
approach. We have nol carrizd out any special review of the internal contrel system (o 2nable us Lo
express an opinion as 1o whether the Board’s statement on internal control covers all controls and the
effectiveness of such intemal controls.

Based on our review, nothing has come to our attention, which ¢anses us to believe that the statement
of compliance does not appropriatcly retlect the Fund®s compliance, in all material respects, with the
best practices comntained in e Code of Corporate Gavernance,

P A P %.w-m )] {,

Lanere, KM Taseer Hadi & Co.
05 Quraber 20T Chartered Accountants

EPFMZ “asenr Hadi & Sn., 2 parkres s Gcon iegislaieg i Pag 3100
unig 4 e wr of she SPRIG nevanrd of irdependent memoer
Firms =TRliwbe witr KRS Daparealiznal, @ Swlos canpamtmee
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KPMQ Taseer Hadl B Co. Telaphone +92 (4Z2) 578 1751-6
Chartered Accountams Fex + 82 (421578 1767
20t -Offica Block |mtarrat Wy kppmig.com. pk

Siddin Trade Centre
T2-Main Boulevard, Gulberg-11
Lehare, Pekistan

Auditors’ Report to the Members

We have audied the wecompanying financial statements af First Capital VMuosl Fomd Limited (“the Furid®), which
comprise e slalement of wisets and lizbilities as at 30 June 2007 ang the incorne statement, cush flow statement, statcment
of chanzet in equily, statement of movement  reserves and diswribuiion sicment together with the notes formning part
thereof [ar the year then ended and we state thal we have ohiained 2]l the infermation and cxplanations which. e the best of
aur kasesleilee smd belief, were neceszary fon lhe purpose wlaur suddt

It s the tespanyibilize of the Invesunens Advisor (First Capueal Ievestments 1) 40 vsiablizh and maintain o syvsiem af
internal eontrol, and prepare und present the above sawd statements in cobformily with the Companies Orlinance | 984, Mon-
Banking Finance Campamies (Establishiment and Regulation) Rules, 2003 and approved weeounting stundurds us applicable
m Pakistan, Cwr responsilility s Lo expeess an apinion on these statements based an our audit.

We comlucted our audit m accordance wilh auditing, standards as applicable in Pakistan. Those standards require that we
comply witl relevant ethical requeements al plan arul perfoom the audit 1o abtain rcasonsble sssurance whether the
slalerienls are free fram material ndastaiemnent, An oaudid ineludes cxmmining on & test basis, cvidenes supporting the
amesnts aod disclosures in the ahove siil slulemuents An aodit alse meludes asscsaing the accounnng policics and
significant estimaces made by tmanagement, s well s, evaluating the everall presentation of the abave said statemencs. We
lreliese thar e audii provides worasonahle basis for our opinion and, after dus verilication, we repurl (hat;

al 0 our apiciot. propet hooks ol seeounl huve been kopt by the Fond s required by che Companies (rdinance, 1984
and the >on-Backmy, Fimance Compamics (Bstablishment and Regulanoni lules, 2083

h} inwur oplmion:

it lbe statement of assets and Labiliries, the incone stalement. cush Jew stalemenl stalement of shangss ie gty
statemen ¢ mevement in reserees and distribution staczment tozether with the notes tarmimg pair rheeenst have -
been drawn up m ecnforauty wieh the Companies Ondimimce, [984 and e Non-Banking Finunce Compunivs
{Establishment and Repulatipa Rules, 2003 and are in agreement with the books of account and are further in
accardance with accomiing policics consistenthy apphied.;

i the expenditure meurrel during the vear was for the purpose of the 1 uid s husiness, and

il the busines comdbiscled, imvesiments made and the expenditure mewred ducing e year were i acardanes with
the phjeces of the Fund.

ci in car npininn and 1o e best of our informatien and accarding ta the explanativos given 1a s, e statzment of wsyels
and Wahililivs, the meome statement, cash flow statemznt, siarement ol chanpss in cquély, statement of movement (n
resurves and distribution starement ragether with the noles furming purt thereat givi: the information roquired by the
Comnpanies Crdinance, 1984 suwd (e Non-Bunking Finane: Companics (Establishment and Regolationy Rules, 2003
and conforim with approved aceounting standards as applicahle in Makistan in the manmer so tequaned ol respectively
Eive a itue and Jur view of the state of the Fund's affars as a1 30 Juoe 2007 upl ol e tremsuetions of the Fund (v
the wear thwn endzd; and

d) L eUr OpIRon Aakar deduclible al spurce under the Zakat and Usbr Ordmnance, 1980 10X af 19800, was deduacted
by the Fund and depuosited in the Central Lakat Fund established under section 7 ol that Chrdinance

The Onancial statements ot the Fond o the vear ended 30 Jine 20006 were audited by another lion ¢l chimtersd soopontants
who had cxpressed mn uogualiled spicion therean vide their report dated 7 Octioher 2006,

ARG | cerian U(r«-i-i Q '

Letfrore, KFML Tascer adi & o,
(1% { herarber 20067 Uhartered Accountants

CPs Tescor Fadi & G, parmersalp irm eeglsraran o Bakisteas
&'t o miember firm af the KPME netanrk af indnpandant masonar
o aiFiisted witk KPME [Mernabana:. & Swiss caaporation
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First Capital Mutual Fund Limited

STATEMENT OF ASSETSAND LIABILITIES

As At 30 June 2007
2007 2006
NOTE Rupees Rupees
ASSETS
Non current asset
Long term deposit 37,500 37,500
Current assets
Investments at fair value through profit or loss 5 352,440,327 173,922,693
Dividend and other receivables 7 16,780,420 896,658
Bank balances 8 50,812,785 6,573,863
Total assets 420,071,032 181,430,714
LIABILITIES
Current liabilities
Due to investment adviser - an associated company 9 6,772,792 3,474,750
Trade and other payables 10 3,017,706 1,913,186
Dividend payable 1 30,000,000 -
Total liabilities 39,790,498 5,387,936
Net assets 380,280,534 176,042,778
Share capital and reserves
Authorized capital
35,000,000 (2006: 35,000,000) ordinary
shares of Rs. 10 each 350,000,000 350,000,000
Issued, subscribed and paid up capital 12 300,000,000 150,000,000
Share deposit money - right issue - 162,000
Undistributed income 80,280,534 25,880,778
Contingencies and commitments 13
380,280,534 176,042,778
The annexed notes from 1 to 23 form an integral part of these financial statements.
LAHORE CHIEF EXECUTIVE DIRECTOR
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INCOME STATEMENT

For The Year Ended 30 June 2007

Income

Net gain on listed securities
Unrealized gain on listed securities
Dividend income

Other income

Operating expenses

Listing, regulatory and central depository company fee
Remuneration to the investment adviser

Securities and transaction cost

Legal and professional charges

Custodian fee

Auditors remuneration

Bank charges

Underwriting commission

Take-up commission

Net income before taxation

Provision for taxation
Taxation

Net income for the year

Earnings per share- basic

First Capital Mutual Fund Limited

NOTE

14

15

16

17

18

The annexed notes from 1 to 23 form an integral part of these financial statements.

LAHORE

CHIEF EXECUTIVE

Annual Report 2007

2007 2006
Rupees Rupees
52,948,948 35,997,091
58,492,717 13,476,246
10,738,281 6,555,670

3,402,433 39,309

125,582,379 56,068,316
782,947 452,937
6,772,792 3,474,750
1,513,679 923,385
115,000 387,075
212,782 135,259
285,000 318,645
2,043 4,370

- 1,500,000

1,498,380 -

11,182,623 7,196,421

114,399,756 48,871,895

- 602,530

114,399,756 48,269,365

3.95 3.22
DIRECTOR




CASH FLOW STATEMENT
For The Year Ended 30 June 2007

Cash flow from operating activities
Net income before taxation

Adjustment for:
Dividend income
Remuneration to investment adviser
Unrealized gain due to change in fair value of listed securities

Operating income before working capital changes
(Increase)/decrease in current assets
Investmentsin listed securities

Other receivables

Increase/(decrease) in current liabilities
Trade and other payables

Cash generated from operations
Remuneration paid to investment adviser
Tax paid
Dividend received

Net cash used in operating activities

Cash flow from financing activities

Dividend paid
Proceeds from issue of right shares

Net cash generated from/(used) in financing activities
Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

First Capital Mutual Fund Limited

The annexed notes from 1 to 23 form an integral part of these financial statements.

LAHORE CHIEF EXECUTIVE

2007 2006
Rupees Rupees
114,399,756 48,871,895
(10,738,281) (6,555,670)
6,772,792 3,474,750
(58,492,717) (13,476,246)
(62,458,206) (16,557,166)
51,941,550 32,314,729
(120,024,917) (41,375,162)
(14,980,680) 13,624,662
(135,005,597) (27,750,500)
710,884 (12,560,193)
(82,353,163) (7,995,964)
(3,474,750) (2,624,117)
(384,591) (15,230)
10,219,790 6,084,013
(75,992,714) (4,551,298)
(29,606,364) (14,645,853)
149,838,000 162,000
120,231,636 (14,483,853)
44,238,922 (19,035,151)
6,573,863 25,609,014
50,812,785 6,573,863
DIRECTOR

Annual Report 2007




First Capital Mutual Fund Limited

STATEMENT OF CHANGESIN EQUITY

For The Year Ended 30 June 2007

Issued, subscribed  Sharedeposit  Accumulated (loss)

and paid up money [ undistributed
capital (Right issue) income Total
Rupees
Balance as at 01 July 2005 150,000,000 - (7,388,587) 142,611,413
Final dividend @ Re. 1 per share
for the year ended 30 June 2005 - - (15,000,000) (15,000,000)
Net income for the year
ended 30 June 2006 - - 48,269,365 48,269,365
Share deposit money - right issue - 162,000 - 162,000
Balance as at 30 June 2006 150,000,000 162,000 25,880,778 176,042,778
Share deposit money - right issue - 149,838,000 - 149,838,000
Right shares issued 150,000,000 (150,000,000) - -
Final dividend @ Re. 1 per share
for the year ended 30 June 2006 - - (30,000,000) (30,000,000)
Net income for the year
ended 30 June 2007 - - 114,399,756 114,399,756
Interim dividend @ Re. 1 per share
for the year ended 30 June 2007 - - (30,000,000) (30,000,000)
Balance as at 30 June 2007 300,000,000 - 80,280,534 380,280,534

The annexed notes from 1 to 23 form an integral part of these financial statements.

LAHORE CHIEF EXECUTIVE DIRECTOR
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STATEMENT OF MOVEMENT IN EQUITY

AND RESERVES- PER SHARE
For The Year Ended 30 June 2007

Net assets per shareasat 01 July

Dilution due to issue of 100% right shares at par value
i.e. Rs. 10 per share

Net gain from transactions in listed securities

Unrealized gain on listed securities

Net income for the year excluding net gain from sale

of listed securities and unrealized gain on listed securities

Net income for the year - per share

Final dividend for the year ended 30 June 2006
@ Re.1 (2005: Re.1) per share

Interim dividend for the year ended 30 June 2007
@ Re.1 (2006: Nil) per share

Proceeds from issue of right shares

Net assets per share asat 30 June

The annexed notes from 1 to 23 form an integral part of these financial statements.

LAHORE CHIEF EXECUTIVE

First Capital Mutual Fund Limited

2007 2006
Rupees Rupees

.74 9.52

(5.87) -
1.76 2.40
1.95 0.90
0.10 (0.08)
381 3.22
(1.00) (2.00)

(1.00) -

4.99 -
12.67 11.74
DIRECTOR
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First Capital Mutual Fund Limited

DISTRIBUTION STATEMENT

For The Year Ended 30 June 2007

2007 2006
Rupees Rupees

Undistributed income/(Accumulated loss) brought forward 25,880,778 (7,388,587)
Net income for the year 114,399,756 48,269,365
Final dividend @ Re. 1 per share for the year ended

30 June 2006 (2005: Re. 1) (30,000,000) (15,000,000)
Interim dividend @ Re. 1 per share for the year ended (30,000,000) -

30 June 2007 (2006: Nil)
Undistributed income carried forward 80,280,534 25,880,778
The annexed notes from 1 to 23 form an integral part of these financial statements.
LAHORE CHIEF EXECUTIVE DIRECTOR
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First Capital Mutual Fund Limited

NOTESTO THE FINANCIAL STATEMENTS

For The Year Ended 30 June 2007

1. Satusand natureof business

First Capital Mutual Fund Limited ("the Fund”) was incorporated in Pakistan on January 08, 1995 as a public
limited company under the Companies Ordinance, 1984, having registered officeat 103-C/I1 Gulberg 11, Lahore.
The Fund commenced its operations on March 14, 1995. The Fund is listed on Karachi and Lahore Stock
Exchanges. It was registered with the Securities and Exchange Commission of Pakistan (‘Commission’) as an
Investment Company under the Investment Companies and Investment Advisor's Rules, 1971. The Investment
Companies and Investment Advisor's Rules, 1971, have been repealed by the Non-Banking Finance Companies
(Establishment and Regul ation) Rules, 2003. Subsequently, the Fund has been registered with the Commission as
an investment company under the Non Banking Finance Companies (Establishment & Regulations) Rules, 2003.
Theobject of the Fund isto carry on the business of aclose-ended mutual fund and to invest itsassetsin securities,
whicharelisted or proposed to belisted onthe stock exchange.

The Fund hasan agreement with First Capital InvestmentsLimited, an associated company, to provideinvestment
advisory services. Thecustodian of thefundisCrescent Commercia Bank Limited.

2. Satement of compliance

These financia statements have been prepared in accordance with the approved accounting standards as
applicable in Pakistan and the requirements of Companies Ordinance, 1984, Non-Banking Finance Companies
(Establishment and Regulation) Rules, 2003 and directives issued by the Commission. Approved accounting
standards comprise of such International Accounting Standards as notified under the provisions of the Companies
Ordinance, 1984. Wherever the requirements of the Companies Ordinance, 1984, Non-Banking Finance
Companies (Establishment and Regulation) Rules, 2003 or directives issued by Commission differ with the
requirements of these standards, the requirements of the Companies Ordinance, 1984, Non-Banking Finance
Companies (Establishment and Regul ation) Rules, 2003 or the requirementsof the said directivestake precedence.

3. Basisof measurement

3.1 These financia statements have been prepared under the historical cost convention except for listed
securities, which arestated at their fair values.

3.2 The preparation of financia statements in conformity with approved accounting standards requires
management to make judgments, estimates and assumptions that affect the application of policies and
reported amounts of assets and liabilities, income and expenses. The estimates and associated assumptions
and judgments are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the result of which form the basis of making the judgments about
carrying values of assetsand liabilitiesthat are not readily apparent from other sources. Actual results may
differ fromtheseestimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting
estimatesarerecognized inthe period inwhich theestimateisrevisedif therevision effectsonly that period,
orintheperiod of revision and future periodsif therevision affectsboth current and future periods.
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4.

First Capital Mutual Fund Limited

Summary of significant accounting policies

4.1

4.2

4.3.

Investmentsin listed securities

Investment in listed securitiesincluding in associated companies are classified asinvestments at fair value
through profit or loss. These are securitiesthat are acquired principally for the purpose of generating aprofit
fromshort-termfluctuationsin priceor deal er'smargin.

All investments are initially recognised at cost, being the fair value of the consideration given excluding
acquisition charges associated with the investment. After initial recognition, investments are measured at
their fair values. Unrealised gains and losses on investments are recognised in income statement of the
period.

Fair values of these securities representing listed equity and debt securities are determined by reference to
stock exchange quoted market pricesat the close of businesson balance sheet date.

Securitiesunder repur chase/r esaleagreements

The listed equity securities purchased and sold with simultaneous commitment to resale/repurchase are
presented as receivable/payable under reverse repurchase/repurchase transaction and the difference
between the purchase and resale consideration is recognised on an accrual basis considering settlement
dates.

Taxation
4.3.1 Current Taxation

Provisionfor current taxation isbased ontaxableincomeat current rates of taxation after taking into
account tax credits and rebates available, if any. No charge for current taxation is made in the
financial statementsif the fund intends to distribute 90 percent or more of its accounting profit as
reduced by capital gainswhether realized or unrealized amongst its sharehol dersin accordancewith
the exemption available under clause 99 of part | of the Second Schedule to the Income Tax
Ordinance, 2001.

4.3.2 Deferred Taxation

Deferred tax is provided using the balance sheet liability method in respect of all temporary
differences arising from differences between the carrying amount of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of the taxable profit.
Deferred tax liabilities are generally recognized for all taxable temporary differences and deferred
tax assetsarerecognized to the extent that it is probabl e that taxable profitswill be avail able against
which thedeductibletemporary differences, unused tax | ossesand tax creditscan beutilized.

The carrying amount of all deferred tax assetsisreviewed at each balance sheet date and reduced to
theextentitisnolonger probablethat sufficient taxable profit will beavailableto alow all or part of
thedeferredtax assetsto beutilized.
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4.4

45

4.6

First Capital Mutual Fund Limited

Deferred tax assetsand liabilities are calculated at the rates that are expected to apply to the period
when the asset is realized or the liability is settled, based on the tax rates (and tax laws) that have
been enacted or substantively enacted by the balance sheet date. Deferred tax is charged or credited
intheincome statement, except in the case of itemscredited or charged to equity inwhich caseitis
includedinequity.

Thedeferred tax asset on unused tax |osses has not been recognised in thesefinancial statements, as
the fund intends to continue availing the tax exemption in future years and management believes
that tax benefit rel ating to carried forward tax | osseswoul d not be utilized.

RevenueRecognition
441 Capital Gains

Sales and purchase of securities are recorded on the date of execution of contract. Capital gains or
losses, calculated as the difference between the sal es proceeds excluding transaction cost, and the
carrying amount of asecurity isincluded inincome statement for the period. Carrying value of the
security for this purpose is calculated on an individual portfolio basis using the moving average
method.

442 Dividend

Dividend income s recognised when the right to receive dividend is established i.e. at the time of
closureof sharetransfer book of the company declaring thedividend.

4.4.3 Profit on Bank Deposits
Profit on bank depositsisrecognised on accrual basis.
Tradedateaccounting

All regular way purchases / sales of investments are recognised on the trade date i.e. the date the Fund
commitsto purchase/ saletheinvestments. Regular way purchase/ sale of investmentsrequire delivery of
securitieswithinthreedaysafter thetransaction date asrequired by the stock exchangesregul ations.

Financial Instrument

All the financial assets and liabilities are recognised at the time when the fund becomes a party to the
contractual provisionsof theinstrument.

The Fund de-recognizes afinancial asset or portion of financial asset when, and only when, the Fund loses
control of the contractual rights that comprise the financial asset or portion of financia asset. While a
financial liability or part of financial liability isde-recognised from the bal ance sheet when, and only when,
itisextinguished i.e. when the obligation specified in the contract is discharged, cancelled or expired. Any
gain or loss on recognition, de-recognition of financial assets and financial liabilities are stated in their
respectivenotes.
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4.7

4.8

4.9

4.10

First Capital Mutual Fund Limited
Offsetting of financial assetsand financial liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the balance sheet if the
fund hasalegally enforceableright to set off the recognised amountsand intends either to settle on net basis
or torealizethe assetsand settletheliabilitiessimultaneously.

Provisions

A provision is recognised when the Fund has a present legal or constructive obligation as a result of past
eventsanditisprobablethat an outflow of resources embodying economic benefitswill berequiredto settle
theobligationand areliabl e estimate of the obligation can bemade.

Related party transactions

The related parties comprise directors, key management personnel and associated companies. All
transactions with related parties are entered into at an arm's length determined in accordance with
“Comparableuncontrolled pricemethod”.

Cash and cash equivalents

For the purposes of cash flow statement, cash and cash equivalent comprise cash in hand, chequesin hand
and bank balances.
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First Capital Mutual Fund Limited
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First Capital Mutual Fund Limited
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Note 2007 2006
Rupees Rupees
6 Other income
Profit on bank deposits 3,401,940 35,980
Other income 493 3,329
3,402,433 39,309
7 Dividend and other receivables
Dividend receivable 1,358,125 839,634
Receivable on account of sale of listed securities
unsecured-considered good 14,688,625 -
Profit on bank deposits 292,055 -
Advance tax 441,615 57,024
16,780,420 896,658
8 Bank balances
Cash at bank:
Current accounts 1,355,859 5,716,749
Deposit accounts 49,456,926 857,114
50,812,785 6,573,863
9 Duetoinvestment adviser - an associated company
Balance asat 01 July 3,474,750 2,624,117
Remuneration for the year @ 2% of average
annual net assets 9.1 6,772,792 3,474,750
10,247,542 6,098,867
Less: Payments made during the year (3,474,750) (2,624,117)
6,772,792 3,474,750

9.1 The remuneration of the Investment Adviser, First Capital Investments Limited, an associated company, has
been calculated as required under Rule 53 of the Non-Banking Finance Companies (Establishment and
Regulation) Rules, 2003 which requires that Investment Adviser is entitled to a remuneration @ 2% of the
average annual net assets of the Fund. The remuneration of the Investment Adviser has been determined as
follows:
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Note 2007 2006
Rupees Rupees

The net assets of the Fund as at 30 June 2007 are

calculated as follows:

Average annual net assets before charging remuneration

of Investment Adviser and annual fee to SECP. 338,639,585 173,737,492

2% of annual average net assets 6,772,792 3,474,750

10 Tradeand other payables
Accrued custodian fee 60,000 102,203
Payable on account of purchase of listed securities 716,429 28,445
Audit fee 200,000 299,850
Annual fee to Securities and Exchange Commission of Pakistan 338,690 173,737
Unclaimed dividend 1,702,587 1,308,951
3,017,706 1,913,186

11 Dividend payable

Thisamount representstheinterim dividend payable at Re. 1 per sharefor theyear ended 30 June 2007 as approved
by theboard of directorsintheir meeting held on 01 June 2007.

12 Issued, subscribed and paid-up capital

12.1 Ordinary shares of Rs. 10 each fully paid in cash

2007 2006 2007 2006
Number of shares Rupees Rupees
15,000,000 15,000,000  Opening balance 150,000,000 150,000,000
Right shares (100%) issued during the
15,000,000 - year at par valuei.e. Rs.10 per share 150,000,000 -
30,000,000 15,000,000  Closing balance 300,000,000 150,000,000

12.2 First Capital InvestmentsLimited, an associated company, holds 3,430,880 (2006: 1,954,500) ordinary shares
of Rs. 10 eachrepresenting 11.44% (2006: 13.03%) of theissued, subscribed and paid up capital of the Fund.
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2007 2006
Rupees Rupees
Contingencies and commitments
13.1 Contingencies
Nil (2006: Nil)
13.2 Commitments
Nil (2006: Nil)
Listing, regulatory and central depository company fee
Central Depository Company of Pakistan Limited fee 183,690 33,750
Listing and regulatory expenses 260,567 245,450
Annual feeto Securities and Exchange Commission of Pakistan 338,690 173,737
782,947 452,937
Auditors remuneration
Statutory audit 175,000 150,000
Half year review 75,000 60,000
Special certifications - 80,000
Out of pocket expenses 35,000 28,645
285,000 318,645

This amount includes take-up commission of Rs 824,109 and Rs 149,838 paid to related parties Al-Hogani
Securitiesand Investment Limited and First Capital Investments Limited respectively during the year for theright
issuemade.

2007 2006
Rupees Rupees
Taxation
Current year - -
Prior year - 602,530
- 602,530
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2007 2006
Earnings per share- basic Rupees Rupees
Profit attributable to ordinary shareholders Rupees 114,399,756 48,269,365
Weighted average number of ordinary shares Number 28,972,603 15,000,000
Earnings per share Rupees 3.95 3.22
Thereis no dilutive effect on the basic earnings per share.
Transactionswith related parties and connected persons
The transactions with related parties and connected persons are as follows:

Note 2007 2006

Rupees Rupees
Associates
Underwriting commission - 975,000
Take up commission 973,947 -
Fee to investment adviser 9 6,772,792 3,474,750
Sale proceeds of shares - 90,172
Dividend paid 3,430,880 1,500,000

19.1 Amount due to associates at the year end is disclosed in note 9 of these financial statements.

2007 2006
Rupees Rupees
Others
Dividend paid 16,291,230 3,900,926
Connected persons
Dividend paid 5,244,330 -
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20. Financial instrumentsand related disclosures

20.1 Theeffectiveinterest ratesof financial assetsandfinancial liabilitesare summarized asfollows:

2007 Interest bearing Non interest bearing
Rupees Rupees
Onemonthto  Threemonths OneYearto Morethan Onemonthto Threemonths Oneyear to Morethan
three months to oneyear fiveyears five year threemonths  to oneyear fiveyears fiveyears Total
Financial Assets - 2007
Investments at fair value through
profit or loss - - - - 352,440,327 - - - 352,440,327
Dividend and other receivables - - - - 16,338,805 - - 16,338,805
Long term deposit - - - - - - - 37,500 37,500
Bank balances - 49,456,926 - - 1,355,859 - - - 50,812,785
- 49,456,926 - - 370,134,991 - - 37,500 419,629,417
Effective interest rates 9.5% to 11.5%
Financial Liabilities
Dueto Investment Adviser - - - - 6,772,792 - - - 6,772,792
Trade and Other Payables - - - - 3,017,706 - - - 3,017,706
Dividend payable - - - - 30,000,000 - - - 30,000,000
39,790,498 - - - 39,790,498
On Balance Sheet Gap - 857,114 - - 330,344,493 - - 37,500 379,838,919
Financial assets - 2006
Investments at fair value through
profit or loss - - - - 173,922,693 - - - 173,922,693
Dividend and other receivables - - - - 839,634 - - - 839,634
Long term deposits - - - - - - - 37,500 37,500
Bank balances - 857,114 - - 5,716,749 - - 6,573,863
- 857,114 - - 180,479,076 - - 37,500 181,373,690
Effective interest rates 1% to 2%
Financial Liabilities
Dueto Investment Adviser - - - - 3,474,750 - - - 3,474,750
Trade and Other Payables - - - - 1,913,186 - - - 1,913,186
- - - - 5,387,936 - - - 5,387,93
On Balance Sheet Gap - 857,114 - - 175,091,140 - - 37,500 175,985,754

20.2 Concentration of credit risk

Credit risk isthe risk that one party to afinancial instrument will fail to discharge an obligation and cause the
other party toincur afinancial |oss. The Fund isnot exposed to major concentration of credit risk.

20.3 Market risk

Market risk istherisk that thevalue of afinancial instrument will fluctuate asaresult of changesin market prices
whether those changesare caused by factors specific to theindividual security or itsissuer or factorsaffecting all
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securities traded in the market. The investment adviser manages the market risk by monitoring exposure on
listed securities by following the investment guidelines approved by the investment committee and
regulationslaid down by the Securitiesand Exchange Commission of Pakistan.

20.4 Liquidity risk

Liquidity risk isthe risk that the Fund may encounter difficulty in raising funds to meet its obligations and
commitments. Theinvestment adviser managestheliquidity risk by maintaining maturitiesof financial assets
andliabilitiesandinvestingamajor portion of the Fund'sassetsin highly liquid financial assets.

20.5 Cash Flow Risk

Cash flow risk istherisk that future cash flows associated with amonetary financial instrument will fluctuate
inamount. The Fund does not have any significant financial assetsor financial liabilitieswhich carry variable
interest rates, henceisnot subject to any cashflow risk.

20.6 Fair value of financial assets and financial liabilities

The carrying value of all thefinancial instrumentsreflected in thefinancial statements approximatetheir fair
values.

Date of authorisation for issue
These financial statements were authorised for issue on 05 October 2007 by the board of directors.
Sandards, inter pretations and amendmentsto inter national accounting standards

The following standards, amendments and interpretations of international accounting standards are effective for
accounting period beginning onor after 01 January 2007.

IAS - 1 Presentation of financial statements - amendments relating to capital disclosures
IFRS - 2 Share based payments

IFRS - 3 Business combinations

IFRS - 5 Non-current assets held for sale and discontinued operations

IFRS - 6 Exploration for and evaluation of mineral resources

IFRIC- 8 Scope of IFRS 2 share based payments

IFRIC - 9 Reassessment of embedded derivatives

IFRIC- 10 Interim financia reporting and impairment

IFRIC- 11 Group and treasury share transactions

IFRIC- 12 Services concession arrangements

These are either not relevant to the Fund's operations or are not expected to have significant impact on Fund's
financial statements, however in certain casesincreased disclosuresisrequired.

23 General

- Figures have been rounded off to the nearest rupee.

- Corresponding figures have been re-arranged, where necessary, for the purpose of comparison. Listing,
regulatory and central depository company fee, legal and professional charges, custodian fee, auditors
remuneration and bank charges have been shown on the face of income statement, previously these have been
disclosedin administrative expenses.

LAHORE CHIEF EXECUTIVE DIRECTOR
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PROFIT & LOSSACCOUNT IN RELATION
TO THE INVESTMENT ADVISER

For the Year Ended 30 June 2007

2007 2006
Rupees Rupees
Restated
INCOME
Investment advisory fee 9,392,361 9,150,690
Dividend income 861,760 -
Capital (loss)/gain (708,674) 1,350,279
Underwriting commission - 150,000
Take-up commission 149,838 -
Unrealized gain / (loss) on remeasurement of investments
at fair value through profit or loss 1,335,728 (727,200)
11,031,013 9,923,769
EXPENDITURES
Operating expenses 9,482,125 6,461,723
Finance cost 89,744 2,935
OPERATING PROFIT 1,459,144 3,459,111
Other (charges)/income (56,973) 689,713
Share of profit from associates 11,439,976 4,887,190
PROFIT BEFORE TAXATION 12,842,147 9,036,014
Taxation 248,172 898,498
Share of taxation from associates - 60,253
PROFIT AFTER TAXATION 12,593,975 8,077,263
Earnings per share- Basic 331 213
LAHORE CHIEF EXECUTIVE DIRECTOR
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PATTERN OF SHAREHOLDING

As At 30 June 2007
INCORPORATION NUMBER: 0033995 of 08-01-1995
No. of Shareholdings Shares
Shareholders From To Held
1658 1 - 100 158,609
221 101 - 500 74,259
93 501 - 1000 88,140
128 1001 - 5000 369,427
42 5001 - 10000 364,000
10 10001 - 15000 126,758
13 15001 - 20000 232,367
8 20001 - 25000 189,500
4 25001 - 30000 111,500
3 30001 - 35000 103,000
2 35001 - 40000 76,500
1 45001 - 50000 50,000
1 50001 - 55000 55,000
1 65001 - 70000 70,000
1 85001 - 90000 89,000
1 95001 - 100000 100,000
1 140001 - 145000 143,097
1 145001 - 150000 147,403
1 195001 - 200000 198,500
1 200001 - 205000 202,500
1 210001 - 215000 212,000
1 275001 - 280000 279,000
1 300001 - 305000 303,500
1 305001 - 310000 309,500
1 375001 - 380000 380,000
1 1495001 - 1500000 1,500,000
1 1930001 - 1935000 1,930,880
1 2235001 - 2240000 2,239,040
1 2755001 - 2760000 2,758,000
1 3230001 - 3235000 3,233,600
1 5240001 - 5245000 5,244,330
1 8660001 - 8665000 8,660,500
2203 30,000,000
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PATTERN OF SHAREHOLDING

As At 30 June 2007
Categories of shareholders Sharesheld Percentage
Directors, Chief Executive Officer, 60,000 0.200

and their spouse and minor children

Associated Companies, undertakings 20,323,110 67.744
and related parties.

NIT and ICP 290,600 0.969

Banks, Development Financial Institutions, 800 0.003
Non Banking finance Companies

Modarabas and Mutua Funds 49,300 0.164
Insurance Companies 15,500 0.052
Share holders holding 10% or more 25,566,440 85.221
Genera Public
a) Loca 2,953,820 9.846
b) Foreign 16,957,230 56.524
Others
- Joint Stock Companies 5,861,870 19.540
- Foreign Companies 380,000

Note: Some of the shareholders are reflected in more than one category
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PATTERN OF SHAREHOLDING ASPER LISTING REGULATIONS

As At 30 June 2007

Shareholders Category

Associated Companies, undertaking and related parties

First Capital Investments Limited
Sulieman Ahmed Said Al-Hogani

NIT and ICP

Investment Corporation of Pakistan
National Bank of Pakistan

Directors, CEO and their Spouse and Minor Children
Salmaan Taseer (Director)

Kamran Hafeez (CEO) *

Muhammad Naveed Tariq (Director)

Ahmad Bilal (Director)

Khawaja Khalil Shah (Nominee Director of Faysal Bank Limited)
Mahmood Ali Athar (Director)

Muhammad Musharaf Khan (Director)

Executives

Public Sector Companies and Cor porations

Banks, Development Financial Institutions, Non-Banking Finance Companies,

Insurance Companies, M odar abas and M utual Funds etc.
Shareholders holding 10% or more voting interest in the Company
First Capital Investments Limited

Sulieman Ahmed Said Al-Hogani
First Capital Equities Limited

* Mr. Kamran Hafeez appointed as Chief Executive/Director subsequent to theyear.
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FORM OF PROXY

The Company Secretary Folio No./CDC A/c No.
First Capital Mutual Fund Limited
103-C/ll, Gulberg-lll Shares Held:
Lahore
I/ We of
(Name) (Address)

being the member (s) of  First Capital Mutual Fund Limited hereby appoint Mr. / Mrs./

Miss of
(Name) (Address)
orfailing him/her/Mr./Mrs. / Miss. of
(Name) (Address)
[who is also member of the Company vide Registered Folio No. (being the member of the

Company)] as my / our proxy to attend at and vote for me / us and on my / our behalf at the Annual General
Meeting of the Company to be held at the Registered Office of the Company, 103-C/Il, Gulberg-lll, Lahore,
on October 30,2007 at 11:30 a.m. and at any adjournment thereof.

Signature this Day of 2007
Affix Revenue Stamp
(Witnesses) of Rupees Five
1.
2.
Signature

(Signature appended should agree with the specimen
signature registered with the Company.)
Notes:

1. This Proxy Form, duly completed and signed, must be received at the Registered Office of the
Company not later than 48 hours before the time of holding the meeting.

2. No person shall act as proxy unless he himself is a member of the Company, except that a corporation
may appointa personwho is nota member.

3. CDC account holders will further have to follow the guidelines as laid down in Circular No. 1 dated 26
January 2000 issued by the Securities and Exchange Commission of Pakistan.
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