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MISSION
STATEMENT

To rank in the top quartile
in performance of
NAFA FUNDS
relative to the competition,
and to consistently offer

Superior risk-adjusted returns to investors
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NAFA Islamic Income Fund

DIRECTORS' REPORT

The Board of Directors of NBP Fullerton Asset Management Limited (formerly: National Fullerton Asset
Management Limited) is pleased to present the Third Annual Report of NAFA Islamic Income Fund for the
year ended June 30,2010.

Fund's Performance

The prices of the Sukuks, which constitute about 83% of the Fund's assets, remained depressed in FY 2009-
10 as well due to the overall macro-economic situation and liquidity conditions. Higher than normal interest
rate and inflation, excessive government borrowing, rising circular debt, widening fiscal deficit and ongoing
war on terror has impacted various industrial sectors. Consequently, several Sukuks had to be re-scheduled
during the year. The depressed Sukuks prices have resulted in the yield to maturity on the Sukuks portfolio in
the Fund rising to an attractive 19.63% per annum. The Fund Size of NAFA Islamic Income Fund has
dropped to Rs.202 million by June 30, 2010.

The annualized loss on NAFA Islamic Income Fund for FY 2009-10 was 4.87% as compared to its
benchmark return (Average 1-month deposit rate of Islamic Banks) of 6.50%.

NAFA Islamic Income Fund has earned a total income of Rs.82.81 million during the year. After deducting
total expenses of Rs.52.69 million, the net income is Rs.30.12 million. During the year, the unit price of
NAFA Islamic Income Fund has decreased from Rs.9.4069 on June 30, 2009 to Rs.8.9486 on June 30, 2010.
The resultant per unit loss is Re.0.4583.

The asset allocation of NAFA Islamic Income Fund as on June 30,2010 is as follows:

Asset Allocation as on June 30, 2010

SUKUK,
82.78%

Cash & Other
Assets,
14.71%

\ GOP ljara
Sukuk, 2.51%
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Income Distribution

The Board of Directors of the Management Company has approved a final distribution of 12.75% of opening
ex-NAV (11.994% of par value). After final distribution, the net asset value per unit will be Rs.7.7492 on
June 30,2010.

Taxation

As the above distribution is more than 90% of the income earned during the year, excluding realized and
unrealized capital gains on investments, the Fund is not subject to tax under Clause 99 of the Part I of the
Second Schedule of the Income Tax Ordinance, 2001.

Auditors

The present auditors, Messrs A. F. Ferguson & Co., Chartered Accountants, retire and, being eligible, offer

themselves for re-appointment.

Directors' Statement in Compliance with Code of Corporate Governance

1. The financial statements, prepared by the management company of NAFA Islamic Income
Fund, present fairly the state of affairs of the Fund, the result of its operations, cash flows and
statement of movement in unit holders' funds.

2. Proper books of account of NAFA Islamic Income Fund have been maintained.

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

4. International Accounting Standards, as applicable in Pakistan, have been followed in
preparation of financial statements.

5. The system of internal control is sound in design and has been effectively implemented and
monitored.

6. There are no significant doubts upon NAFA Islamic Income Fund's ability to continue as a
going concern.

7. There has been no material departure from the best practices of Corporate Governance, as
detailed in the listing regulations.

8. Aperformance table/ key financial data is given in this annual report.

9. Outstanding statutory payments on account of taxes, duties, levies and charges, if any, have
been fully disclosed in the financial statements.

10. The Board of Directors of the Management Company held five meetings during the current
financial year. The attendance of all directors is disclosed in the note 26 to these financial
statements.

11. The detailed pattern of unit holding is disclosed in the note 25 to these financial statements.

12. All trades in the units of the Fund, carried out by directors, CEO, CFO, Company Secretary

and their spouses and minor children are disclosed in note 22 to these financial statements.
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TRUSTEE REPORT TO THE UNIT HOLDERS

Report of the Trustee pursuant to Regulation 41(h) and Clause 9 of Schedule V of the Non-
Banking Finance Companies and Notified Entities Regulations, 2008

NAFA Islamic Income Fund (the Fund), an open-end scheme was established under a trust deed dated
August 20, 2007, executed between National Fullerton Asset Management Limited, as the management
company and Central Depository Company of Pakistan Limited, as the trustee.

In our opinion, the Management Company has in all material respects managed the Fund during the year
ended June 30,2010 in accordance with the provisions of the following:

(i)  Limitations imposed on the investment powers of the management company under the constitutive
documents of the Fund;

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

(111)) The Non-Banking Finance Companies (Establishment and Regulations) Rules, 2003, the Non
Banking Finance Companies and Notified Entities Regulations, 2008 and the constitutive documents
of the Fund.

Muhammad Hanif Jakhura

Chief Executive Officer

Central Depository Company of Pakistan Limited
Karachi. September 06, 2010
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NAFA Islamic Income Fund

STATEMENT OF COMPLIANCE WITH THE BEST PRACTICES OF CODE OF CORPORATE
GOVERNANCE FORTHE YEAR ENDED JUNE 30,2010

This statement is being presented to comply with the Code of Corporate Governance contained in
Regulation No. 35 of Listing Regulations of the Lahore Stock Exchange for the purpose of establishing a
framework of good Governance, whereby a listed Company is managed in compliance with the best practice
of corporate governance.

NAFA Islamic Income Fund (the Fund) is an open end mutual fund and is listed at the Lahore Stock
Exchange. The Fund, being a unit trust scheme, does not have its own Board. The Board of Directors of the
Management Company manages the affairs of the Fund and has appointed the Chief Executive Officer
(CEO), Chief Financial Officer (CFO) and the Company Secretary of NAFA and other necessary personnel
to manage its affairs.

The Management Company has applied the principles contained in the Code in the following manner:
1. The Management Company encourages representation of independent non-executive directors. At

present the Board consists of six non-executive directors including two independent directors. The
Management Company is not listed on any stock exchange and therefore does not have minority

interest.

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

3. All the resident directors of the Management Company are registered as taxpayers and none of

them has defaulted in payment of any loan to a banking company, a DFI or an NBFI or, being a
member of a stock exchange, has been declared as a defaulter by that stock exchange.

4. Casual vacancies occurred during the year in the Board of the Management Company due to
resignation of Syed Naseer ul Hassan and Mr. Rayomond H. Kotwal were filled by Mr. Kamal
Amir Chinoy and Mr. Shehryar Faruque on May 17,2010.

5. The Management Company has adopted a “Code of Business Ethics and Business Practices”, which
has been acknowledged by all the directors and distributed to employees of the Management
Company.

6. The Board has developed a vision/mission statement overall corporate strategy and significant

policies of the Fund. A complete record of the particulars along with the dates on which they were
approved or amended has been maintained.

7. All the powers of the Board have been duly exercised and decisions on material transactions,

including appointment and determination of remuneration and terms and conditions of
employment of the CEO, have been taken by the Board.
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The meetings of the Board were presided over by the Chairman and the Board met at least once in
every quarter during the year. Written notices of the Board meetings, along with agenda and
working papers, were circulated at least seven days before the meetings. The minutes of the meeting
were appropriately recorded and circulated.

The related party transactions have been placed before the Audit Committee and approved by the
Board of Directors with necessary justification for non arm's length transactions if any, and pricing
methods for transactions that were made on terms equivalent to those that prevail in the arm's length
transactions only if such terms can be substantiated.

All the members of Board are well aware of operations of the Fund and Management Company,
therefore no orientation courses were arranged during the year.

The Board has approved the appointment of Head of Internal Audit and his terms of employment.

Directors' Report has been prepared in compliance with the requirements of the Code and fully
describes the salient matters required to be disclosed.

The financial statements of the Fund were duly endorsed by CEO and CFO before approval of the
Board.

The Directors, CEO and Executives do not hold units of the Fund other than those disclosed in note 22
to the financial statements “Transactions with Connected Persons”.

The Management Company has complied with the corporate and financial reporting requirements of
the Code with respect to the Fund.

The Board has formed an Audit Committee. It comprises three members, all of whom are non-
executive directors including the chairman of the Committee.

The meetings of the Audit Committee were held at least once every quarter prior to approval of the
interim and final results of the Fund as required by the Code. Terms of Reference of the Audit
Committee have been prepared and advised to the Committee for compliance.

There exists an effective internal audit function within the Management Company. The Management
Company has appointed the Head of Internal Audit, who is considered suitably qualified and
experienced for the purpose and are conversant with the policies and procedures of the Fund.

The Statutory Auditors of the Fund have confirmed that they have been given a satisfactory 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 spouse and minor children do not hold units of
the Fund and that the firm and all its partners are in compliance with the International Federation
of Accountants (IFAC) guidelines on Code of Ethics as adopted by the Institute of Chartered
Accountants of Pakistan.
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20. The Statutory Auditors or the persons associated with them have not been appointed to provide
other services except in accordance with the Listing Regulations and the auditors have confirmed
that they have observed IFAC guidelines in this regard.

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

Dated: September 14,2010 Dr. Amjad Waheed, CFA
Karachi Chief Executive Officer
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FUND MANAGER REPORT

NAFA Islamic Income Fund
NAFA Islamic Income Fund (NIIF) is an open-end Shariah Compliant Income Scheme.

Investment Objective of the Fund

The objective of NIIF is to seek maximum possible preservation of capital and a reasonable rate of return via
investing primarily in Shariah Compliant money market & debt securities having good credit rating and
liquidity.

Benchmark
Average 1-month deposit rate of Islamic banks

Fund's Performance Review

This is the third Annual report since the launch of the Fund on October 29, 2007. The Fund size as on June
30, 2010 is Rs. 202 million. The Fund's annualized return since inception is -1.52%. During the same
period the benchmark return has been 6.14%. The Fund's annual return during FY 2010 is -4.87%. During
the same period the benchmark return has been 6.50%.

In the TFC market, liquidity has remained tight and trading activity remained limited throughout the Fiscal
year. Economic situation has not been encouraging due to fiscal imbalances, circular debt, risk aversion and
high interest rates. This kept prices depressed for some corporate TFCs/Sukuks.

The slowdown in construction sector coupled with price wars and overcapacity led to two Sukuks in your
Fund to request for restructuring, namely Maple Leaf Cement Sukuk and Kohat Cement Company Sukuk.
Kohat Cement Sukuk has been restructured since then and is now regular on its payments, The TFC is
already priced at a 25% discount to its face value. We have provided 30% of Maple Leaf Sukuk which has
been rescheduled and is now regular on its payments. Since the above Sukuks have been rescheduled, we
may see reversal of some of the provisioning in due course of time, which may help increase the NAV per
unit of the Fund.

Asset Allocation of NIIF (as on 30" June 2010)

SUKUK,
82.78%

Cash & Other
Assets,
14 71%

GOP ljara
Sukuk, 2.51%
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The Board of Directors of Management Company has approved a final distribution of 11.994% of the par
value and 12.75% of the opening ex-dividend NAV. The Net Asset Value per unit before declaration was
Rs.8.9486, which on ex-NAV basis became Rs.7.7492.

During the period there has been no significant change in the state of affairs of the Fund, other than stated
above. NAFA Islamic Income Fund does not have any soft commission arrangement with any broker in the
industry.

Following is the unit holder pattern of NAFA Islamic Income Fund by the size of unit holdings as of June 30,
2010.

Size of Unit holding (Units) # of Unit Holders
1-1000 37
1001 - 5000 96
5001 - 10000 33
10001 - 50000 52
50001 - 100000 4
100001 - 500000 6
1000001 -5000000 1
5000001 - 1000000 1
10000001 - 100000000 1
231
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Report of the Shariah Advisor NAFA Islamic Income Fund

Karachi
September 16,2010/ Shawwal 06, 1431 A.H

Alhamdulillah, the period from July 1, 2009 to June 30, 2010 was the third year of operations of NAFA Islamic Income
Fund (NIIF). This report is being issued in accordance with clause 5.D.3 of the Trust Deed of the Fund. The scope of
the reportis to express an opinion on the Shari'ah Compliance of the Fund's activity.

In the capacity of Shari'afi Advisor, we have prescribed criteria and procedure to be followed in ensuring Shariah
Compliance in every investment.

Itis the responsibility of the management company of the fund to establish and maintain a system of internal controls to
ensure Shariah compliance with the Shariah policies and guidelines. Our responsibility is to express an opinion,
based on our review, to the extent where such compliance can be objectively verified. A review is limited primarily to
inquiries of the management company's personnel and review of various documents prepared by the management
company to comply with the prescribed criteria.

In light of the above, we hereby certify that:
i. We have reviewed and approved the modes of investments of NIIF in light of Shari'af guidelines.

ii. All the provision of the scheme and investment made on account of NIIF by NAFA are Shari'ah
Compliantand are in accordance with the criteria established.

iii. On the basis of information provided by the management, all the operations of NIIF for the period
ended June 30, 2010 have been in compliance with Shatiah principles.

May Allah bless us with best Tawfeeq to accomplish His cherished tasks, make us successful in this world and in the
Hereafter, and forgive our mistakes.

Bilal Ahmed Qazi For and on behalf of Meezan bank Limited
Shari'ahAdvisor Shari'ah Technical Services and Support Provider
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INDEPENDENT AUDITORS' REPORT ON SHARIAH COMPLIANCE TO THE MANAGEMENT COMPANY

We have audited the compliance of the investments made by the NAFA Islamic Income Fund with the Shariah
guidelines prescribed by the Shariah Advisor and Shariah Technical Services and Support Provider of the Fund for the
period from July 1, 2009 to June 30, 2010.

Itis the responsibility of the Management Company to appoint a Shariah Advisor and establish and maintain a system
of internal control to ensure compliance with the Shariah guidelines advised by the Shariah Advisor and Shariah
Technical Services and Support Provider of the Fund. Our responsibility is to carry out procedures to enable us to
report on the compliance of investments made by the Fund with the Shariah guidelines, as prescribed by the Shariah
Advisor and Shariah Technical Services and Support Provider.

We conducted our audit in accordance with the International Standards on Auditing applicable to compliance auditing.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the Fund
has complied, in all material respects, with the Shariah guidelines, as prescribed by the Shariah Advisor and Shariah
Technical Services and Support Provider. An audit includes examining appropriate evidence on a test basis. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the investments made by the Fund during the period from July 1, 2009 to June 30, 2010 were, in all
material respects, in compliance with the shariah compliant avenues as approved by the Shariah Advisor and Shariah
Technical Services and Support Provider of the Fund.

A.F. Ferguson & Co.
Chartered Accountants
Karachi

Dated: September 15, 2010
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REVIEW REPORT TO THE UNIT HOLDERS ON THE STATEMENT OF COMPLIANCE WITH THE BEST
PRACTICES OF THE CODE OF CORPORATE GOVERNANCE

We have reviewed the Statement of Compliance with the best practices contained in the Code of Corporate
Governance prepared by the Board of Directors of NBP Fullerton Asset Management Limited (Formerly National
Fullerton Asset Management Limited) (the Management Company) of NAFA Islamic Income Fund to comply with the
Listing Regulation No. 35 (Chapter XI) of The Lahore Stock Exchange where the Fund is listed.

The responsibility for compliance with the Code of Corporate Governance is that of the Board of Directors of the
Management Company of the Fund. Our responsibility is to review, to the extent where such compliance can be
objectively verified, whether the Statement of Compliance reflects the status of the Fund's compliance with the
provisions of the Code of Corporate Governance and report if it does not. Areview is limited primarily to inquiries of the
Management Company's personnel and review of various documents prepared by the Management Company to
comply with the Code.

As part of our audit of the financial statements, we are required to obtain an understanding of the accounting and
internal control systems sufficient to plan the audit and develop an effective audit approach. We have not carried out
any special review of the internal control system to enable us to express an opinion as to whether the Board's
statement on internal control covers all controls and the effectiveness of such internal controls.

Sub-Regulation (xiii a) of Listing Regulation No. 35 notified by The Lahore Stock Exchange (Guarantee) Limited
requires the Management Company to place before the Board of Directors for their consideration and approval related
party transactions distinguishing between transactions carried out on terms equivalent to those that prevail in arm's
length transactions and transactions which are not executed at arm's length price recording proper justification for
using such alternate pricing mechanism. Further, all such transactions are also required to be separately placed
before the audit committee. We are only required and have ensured compliance of the above requirements to the
extent of approval of related party transactions by the Board of Directors and placement of such transactions before
the audit committee. We have not carried out any procedures to determine whether the related party transactions were
undertaken atarm's length prices or not.

Based on our review, nothing has come to our attention, which causes us to believe that the Statement of Compliance
does not appropriately reflect the Management Company's compliance, in all material respects, with the best
practices contained in the Code of Corporate Governance as applicable to the Fund for the year ended June 30, 2010.

A.F. Ferguson & Co.
Chartered Accountants

Dated: September 15, 2010
Karachi.
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INDEPENDENT AUDITORS' REPORT TO THE UNIT HOLDERS

We have audited the accompanying financial statements of NAFA Islamic Income Fund which comprise the statement of
assets and liabilities as at June 30, 2010, and the related income statement, statement of comprehensive income,
distribution statement, cash flow statement and statement of movement in unit holders' funds for the year ended June 30,
2010 and a summary of significant accounting policies and other explanatory notes.

Management Company's responsibility for the financial statements

The Management Company of the Fund is responsible for the preparation and fair presentation of these financial statements
in accordance with the approved accounting standards as applicable in Pakistan. This responsibility includes: designing,
implementing and maintaining internal control relevant to the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the circumstances.

Auditor's responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with the auditing standards as applicable in Pakistan. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are free from
material misstatements.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion the financial statements give a true and fair view of the state of the financial position of NAFA Islamic Income
Fund as of June 30, 2010 and of its financial performance and cash flows for the year ended June 30, 2010 in accordance
with approved accounting standards as applicable in Pakistan.

Other matters

In our opinion, the financial statements have been prepared in all material respects in accordance with the Non-Banking
Finance Companies and Notified Entities Regulations, 2008.

A.F. Ferguson & Co.

Chartered Accountants

Engagement Partner: Rashid A. Jafer
Dated: September 15, 2010

Karachi.
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STATEMENT OF ASSETS AND LIABILITIES

ASSETS

Balances with banks

Investments

Profit receivable

Advances, deposits, prepayments and other receivables
Preliminary expenses and floatation costs

Total assets

LIABILITIES

Payable to the Management Company

Payable to the Trustee

Payable to the Securities and Exchange Commission of Pakistan
Payable on redemption of units

Accrued expenses and other liabilities

Total liabilities

NET ASSETS

Unit Holders’ Funds (as per statement attached)

Contingencies and Commitments

Number of units in issue

Net asset value per unit

AS AT JUNE 30, 2010

The annexed notes 1 to 32 form an integral part of these financial statements.

Note

o~NOo O

10
1

12

13

14

For NBP Fullerton Asset Management Limited

(Formerly National Fullerton Asset Management Limited)

Chief Executive
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(Management Company)

2010 2009

23,983 65,272
172,558 440,291
3,857 10,609
2,768 2,698
1,160 1,660
204,326 520,530
222 1,171
60 89
212 611
- 1,052
1,622 496
2,016 3,419
202,310 517,111
202,310 517,111
----------- Number of units-----------
22,607,915 54,971,537
Rupees
8.9486 9.4069
Chairman
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INCOME STATEMENT
FOR THE YEAR ENDED JUNE 30, 2010

Note 2010 2009
------------ Rupees in '000------------
INCOME
(Loss) / gain on sale of investments - net (1,690) (3,015)
Income from sukuk bonds 25,229 69,978
Income from spread transactions - 18
Income from term deposit musharika certificates - 8,672
Profit on bank deposits 6,437 11,483
Total Income 29,976 87,136
EXPENSES
Remuneration of the Management Company 9.1 4,232 10,472
Remuneration of the Trustee 10.1 746 1,395
Annual fee - Securities and Exchange Commission of Pakistan 1.1 212 611
Securities transaction cost 19 28
Settlement and bank charges 212 199
Annual listing fee 45 30
Auditors' remuneration 15 372 385
Amortisation of preliminary expenses and floatation costs 8 500 500
Printing and related cost 339 307
Other expenses 16 391 19
Impairment loss on sukuk bonds classified as investments
'available for sale' 54 44 987 78,268
Total Expenses 52,055 92,214
(22,079) (5,078)
Element of income / (loss) and capital gains / (losses) included in prices
of units issued less those in units redeemed 52,833 5,839
Provision for workers' welfare fund 17 (630) -
Net income for the year before taxation 30,124 761
Taxation 18 - -
Net income for the year after taxation 30,124 761
Earnings per unit 19
The annexed notes 1 to 32 form an integral part of these financial statements.
For NBP Fullerton Asset Management Limited
(Formerly National Fullerton Asset Management Limited)
(Management Company)
Chief Executive Chairman
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2010

Note 2010 2009
------------ Rupees in '000------------
Net income for the year after taxation 30,124 761
Other comprehensive income / (loss)
Net unrealised (diminution) in market value of investments
classified as 'available for sale' 5.3 (21,497) (18,138)
Total comprehensive income / (loss) for the year 8,627 (17,377)

The annexed notes 1 to 32 form an integral part of these financial statements.

For NBP Fullerton Asset Management Limited
(Formerly National Fullerton Asset Management Limited)
(Management Company)

Chief Executive Chairman
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DISTRIBUTION STATEMENT
FOR THE YEAR ENDED JUNE 30, 2010

2010 2009

Accumulated (loss) / undistributed income brought forward (15,029) 29,760
Distribution:

Final distribution for the year ended June 30, 2009: Nil
(2008: 2.60%)

- Bonus units - (12,108)
- Cash Distribution - (10,004)
Net income for the year 30,124 761

Interim distribution for the year ended June 30, 2010: Nil
(2009: 2.60%)
- Bonus units - (10,747)
- Cash Distribution - (12,155)

Element of income / (loss) and capital gains / (losses) included
in prices of units issued less those in units redeemed - amount
representing income / (losses) that form part of the unit holders' fund 208 (536)

Undistributed income / accumulated (loss) carried forward 15,303 (15,029)

The annexed notes 1 to 32 form an integral part of these financial statements.

For NBP Fullerton Asset Management Limited
(Formerly National Fullerton Asset Management Limited)
(Management Company)

Chief Executive Chairman
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STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUND

FOR THE YEAR ENDED JUNE 30, 2010

Net assets at the beginning of the year

Issue of 7,490,958 units (2009:128,153,549 units)

Redemption of 39,854,580 units (2009: 160,555,284 units)

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

- amount representing (income) / loss and capital (gains)
/ losses - transferred to Income Statement

- amount representing (income) / loss and capital (gains) / losses that
form part of the unit holders' fund - transferred
to Distribution Statement

Net unrealised diminution during the year in the
market value of investments classified as 'available for sale'

Loss on sale of investments - net
Other net income for the year after taxation

Distribution:

Final distribution for the year ended June 30, 2009: Nil
(2008: 2.60%)
- Bonus units
- Cash Distribution

Interim distribution 2010: Nil (2009: 2.60%)
- Bonus units
- Cash Distribution

Final Distribution: Issue of bonus units
Interim distribution: Issue of bonus units
Element of income / (loss) and capital gains / (losses) included

in prices of units issued 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 year

The annexed notes 1 to 32 form an integral part of these financial statements.

For NBP Fullerton Asset Management Limited
(Formerly National Fullerton Asset Management Limited)
(Management Company)

Chief Executive

2010 2009
------------ Rupees in '000------------
517,111 881,198
64,859 1,231,253
(335,454) (1,549,965)
246,516 562,486
(52,833) (5,839)
(208) 536
(53,041) (5,303)
(21,497) (18,138)
(1,690) (3,015)
31,814 3,776
- (12,108)
- (10,004)
- (10,747)
- (12,155)
30,124 (44,253)
- 12,108
- 10,747
208 (536)
202,310 517,111

Chairman
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CASH FLOW STATEMENT

FOR THE YEAR ENDED JUNE 30, 2010

CASH FLOW FROM OPERATING ACTIVITIES
Net income for the year before taxation

Adjustments
Amortisation of preliminary expenses and floatation costs

Impairment loss on sukuk bonds classified as investments 'available for sale'

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

(Increase) / decrease in assets
Investments
Loans and receivables
Profit receivable
Advances, deposits, prepayments and other receivables

Increase / (decrease) in liabilities
Payable to Management Company
Payable to Trustee
Payable to Securities and Exchange Commission of Pakistan
Payable on redemption of units
Accrued expenses and other liabilities

Net cash inflow from operating activities

CASH FLOW FROM FINANCING ACTIVITIES
Receipts from issue of units

Payments on redemption of units

Distributions paid

Net cash outflow on financing activities

Net (decrease) / increase in cash and cash equivalents during the year
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The annexed notes 1 to 32 form an integral part of these financial statements.

Note

For NBP Fullerton Asset Management Limited

(Formerly National Fullerton Asset Management Limited)
(Management Company)

Chief Executive

2010

2009

30,124 761
500 500
44,987 78,268
(52,833) (5,839)
22,778 73,690
201,249 9,633
- 280,000
6,752 20,480
(70) 2,168
207,931 312,281
(949) (83)
(29) (67)
(399) (81)
(1,052) 1,052
1,026 56
(1,403) 877
229,306 386,848
64,859 1,231,253
(335,454) (1,549,965)
- (22,159)
(270,595) (340,871)
(41,289) 45977
65,272 19,295
23,983 65,272
Chairman
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

1 LEGAL STATUSAND NATURE OF BUSINESS

MAFA Islamic Income Fund (NITF / the Fund) was established under a Trust Deed executed between MEP Fullerton Asset Management
Limited {(MAFA) (Formerly Mational Fullerton Asset Management Limited) as Management Company and Central Depository Company of
Palkistan Limited (CDC) as Trustee. The Trust Deedwas executed on August 20, 2007 and was approved by the Securities and Exchange
Commission of Pakistan {SECF) on September 03, 2007 in accordance with the Mon-Banking Finance Companies (Establishment and
Requlation)Rules, 2003 (MEFCRules).

The Management Company of the Fund has been licensed to act as an Asset Management Company under the NEFC Rules through a
certificate of registration issued by the SECP The registered office of the Management Company is situated at Sth floor, Adamjee House, | .1
Chundrigar Road, Karachi.

MIF is an open-ended mutual fund and offers units for public subscription on a continuous basis. The units are transferable and can be
redeemed by surrendering tothe Fund. TheFundis listed onthe Lahore StockExchange.

The core objective of the Fund is to seek preservation of capital and eamn a reasonable rate of return by investing in Shariah compliant
investments. The Fund comprises of investments of various investment horizons, with a significant amount invested in short term
investments forthe purpose of maintaining liquidity.

The Pakistan Credit Rating Agency Limited has assigned an asset manager rating of AMZ- to the Management Company. Based on the
performance of the Fund for the year ended June 30, 2010, it has assigned stability rating of '‘BEBE-(f)' for short term (tailoring 12 months) to
the Fund.

Titletothe assets of the Fundis heldinthename of Central Depository Company of Pakistan Limited astrustee of the Fund.
2 BASIS OF PREPARATION
21 Statement of compliance

Thesefinancial statements have been prepared in accordance with the approved accounting standards as applicable in Pakistan. Approved
accounting standards comprise of such International Financial Reporting Standards (IFRS) issued by the International Accounting
Standards Board as are notified under the Companies Ordinance, 1984, the reguirements of the Trust Deed, the Non-Banking Finance
Companies (Establishment and Regulation) Rules, 2003 (the NBFC Rules), the MNon-Banking Finance Companies and Motified Entities
Requlations, 2008 (the NBFC Regulations) and directives issued by the Securities and Exchange Commission of Pakistan (SECF).
Wherever the requirements of the Trust Deed, the NBFC Rules, the NBFC Regulations or directives issued by the SECP differ with the
requirements of IFRS, the requirements of the Trust Deed, the NEFC Rules, the NBFC Regulations or the directives issued by the SECP
prevail.

22 Changes in accounting policies and disclosures arising from standards, interpretations and amendments to published approved
accounting standards that are effective inthe current year

a) International Accounting Standard (1AS) 1 (revised), 'Presentation of financial statements’ (effective from Januany 1, 2009). The revised
standard prohibits the presentation of items of income and expenseas (thatis, ‘non-owner changes in eguity’) in the statement of changes in
equity. It reguires non-owner changes in equity to be presented separately from owner changes in equity. All non-owner changes in eguity
are requiredto be shown in a performance statement, but entities can choose whetherto present one performance statement (the statement
of comprehensive income) or two statements (the income statement and statement of comprehensive income). Where entities restate or
reclassify comparative information, they are required to present arestated statement {referred to as the statement of assets and liabilities in
these financial statements) as at the beginning of the comparative period, in addition to the current requirement to present statements of
financial position atthe end of the current period and current period and comparative period.

The Fundhas applied |AS 1 ({revised) from July 1, 2009, and has elected to present two performance statements. As a result non-owner
changes in equity which were previously credited directly in the statement of movement in unit holders' fund are now shown as other
comprehensive income in the performance statement (referred to as statement of comprehensive income in these financial statements) .
The change in presentation has not affected the values of the net assets of the Fund for either the current or any of the prior periods and
hence restated statement of assets and liabilities has not been presented. The adoption of this standard has resulted in increase in certain
disclosures.

b) International Financial Reporting Standard (IFRS) 7 (amendment) 'Financial instruments: Disclosures’ (effective from January 1, 2009). The
amendment requires enhanced disclosures about fair value measurement and liquidity risk. In particular, the amendment requires
disclosure of fair value measurements by level of afair value measurement hierarchy. The adoption of the amendment results in additional
disclosures, but doesnothave animpact onthe Fund's financial position or performance.
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Other standards, interpretations and amendments to published approved accounting standards that are effective in the current
year

The follawing new standards and amendments to existing standards are mandatory for the first time for the financial year beginning July 1,
2009

|AS 39 (amendment), Financial instruments: Recognition and measurement’ (effective from January 1, 2009). The amendmentwas part of
the IASE's annual improvements project published in May 2008 The definition of financial asset or financial liability at fair value through
profit orloss asitrelates to items that are held for trading was amended. This clarifies that afinancial asset or liability thatis part of aportfolio
of financial instruments managed together with evidence of an actual recent pattern of short-term profit taking is included in such a portfolio
oninitial recognition. The adoption of the amendment didnothave any impact on the Fund'sfinancial statements.

[AS 32 {amendment), 'Financial instruments: Presentation’, and IAS 1 {amendment), 'Presentation of financial statements — Puttable
financial instruments and obligations arising on liquidation’ (effective from January 1, 2009). The amended standards require entities to
classify puttable financial instruments, or components of instruments that impose on the entity an obligation to deliver to anather party a pro
rata share of the net assets of the entity only on liguidation as equity, provided the financial instruments have particular features and mest
specific conditions, including that all financial instruments in the class of instruments that is subordinate to all other instruments have
identical features. One of the particular features is that apart from the contractual obligation for the issuer to repurchase or redeem the
instrument for cash or another financial asset, the instrument does not include any contractual obligation to deliver cash and ancther
financial asset to another entity. In this connection, Regulation 63 of the Mon-Banking finance Companies and Notified Entities
Requlations, 2008 mandates the payment of 90% of the Funds income forthe year as dividends, therefore the amendment has not changed
the classification of units in the financial statements.

|AS 38 (Amendment), 'Intangible assets' (effective from January 1, 2009). The amended standard states that a prepayment may only be
recognised inthe event that payment hasbeen madein advance of obtainingright of access of goods orreceipt of services. This amendment
isnotexpectedto have a significant effect on theFund'sfinancial statements.

There are other standards, interpretations and amendments that were mandatory for accounting periods beginning on or after July 1, 2009

but wiere considered not to be relevant or did not hawve any significant effect on the Fund's operations and are, therefore, not disclosed in

these financial statements.

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

Thefollowingstandards, amendmentsand interpretationstoexisting standards have been published but are notyet effective:

a) [AST (Amendment), 'Statement of Cash Flows' (effective from January 1, 2010). The amendment requires that only expenditures
thatresult in arecognisedassetinthe statement of finan cial position can be classified as investing activities. The amendmentis not
expectedto have any impact on the Fund's financial statements.

b) A5 24 'Related Party Disclosures' (revised) (effective from January 1, 2011). The revised standard simplifiesthe disclosure
reguirements for government-related entities and clarifies the definition of a related party.

There are certain other new standards, amendments and interpretations that are mandatory for accounting periods beginning on or after
Jdanuary 1, 2010but are considered not tobe relevant orto have any significant effect ontheFund's operations and are therefore not detailed
inthese financial statements.

Critical accounting estimates andjudgements

The preparation of financial statements in conformity with approved accounting standards requires the use of certain critical accounting
estimates. It alsorequires the management to exercise its judgement in the process of applying the Fund's accounting policies. Estimates
andjudgements are continually evaluated and are based on historical experience, including expectations of future events that are believed
to be reasonable under the circumstances. The areas where various assumptions and estimates are significant to the Fund's financial
statements or where judgement was exercised in application of accounting policies principally relate to classification and valuation of
investments (note 3.2 andS):

Accounting convention

Thesefinancial statementshave been prepared under the historical cost convention except for certain investmentswhich have been carried
atfairvalue.

Functional and presentation currency

Thesefinancial statements are presented in Pak Rupees, which isthe Fund's functional and presentation currency.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these financial statements are set out below. These policies have been
consistently applied to alltheyears presented except asexplainedinnote 2. 2tothese financial statements.

Cash and cash equivalents

Cash and cash equivalents include demand deposits with banks, other short term highly liquid investments with original maturities of three
months orlessand bank overdrafts.

Financial assets

Classification

The Fund classifies its financial assets in the following categories: at fair value through profit or loss, available for sale and loans and
receivables. The classification depends on the purpose for which the financial assets were acquired. Management determines the
classification of its financial assets atinitial recognition andre-evaluates this classification on aregular basis.

Investments are categorised asfollows:

a) Financial assets at fair value through profit or loss

Financial assets that are acquired principally forthe purpose of generating profitfrom short-termfluctuations in market prices,
interest rate movements or are financial assets included in a portfolio inwhich a pattern of short-term profit taking exists.

b) Available for sale
These arenon-derivative financial assets that are intended to be heldforan indefinite period of time which may be sold in response
toneeds for liquidity or changes in prices. Availablefor sale financial assets are thosenon-derivative financial assetsthat are
designatedas available for sale or are not classified as (a) loans andreceivables, (b) heldtomaturity investments or (¢ financial
assets atfarvalue through profitorloss.

c) Loans andreceivables
These are non-detivative financial assets with fixed or determinable payments that are not quotedin an active market.

Regular way contracts

Regular purchases and sales of financial assets are recognised onthe trade date - the date onwhich the Fund commitsto purchase or sell
the asset.

Initial recognitionand measurement

Financial assets are initially recognised at fair value plus transaction costs except for financial assets carried at fair value through profit or
loss. Financial assets carried atfair value through profitorloss are initialy recognised at fair value and transaction costs are expensedinthe
income statement.

Subsequent measurement

Subsequenttainitial recognition, financial assets designated by the management as at fairvalue through profit or loss and available for sale
arewvalued asfollows:

a) Basis of valuation of Debt Securities

Investment in term finance certificates are valued in accordance with the methodology for valuation of debt securities prescribed in the
SECP's circularno. 1/2009 dated January 06, 2009, Underthe said directive, investmentin termfinance cerificates are valued on the basis
of traded, thinly traded and non traded securities. Accordingly, investment in term finance certificates have been valued at the rates
determined andannounced by MUFAP based onthe methodology prescribedin the circular.

b) Basis of valuation of Equity Securities

Subsequenttoinitial recognition, financial assets designated by the management as atfairvalue through profit or loss and available for sale
that comprise of equity securities arevalued on the basis of quoted market prices available atthe stock exchange.

Met gains andlosses arising on changes in thefairvalue of financial assets carried at fairvalue through profitorloss are taken to the Income
statement.
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From July 1, 2009 net gains and losses arising on changesin the fairvalue of available for sale financial assets are taken to the "Statement of
Comprehensive Income' untill these are derecognised or impaired. Atthis time, the cumulative gains or l0ss previously recognised in the
"Statement of Comprehensive income' is transferred to the income statement. Previousky, net gains and losses arising on changes inthe fair
valle of available for sale financial assets were taken to the "Statement of Unitholders Fund' until there were derecognised or impaired at
wihich time the cumulative gains orlossesrecognisedinthe Statement of Unitholders Fundwas transferred to the income statement.

3.2.4.2 Loansandreceivables are carried at amortised cost usingthe effective interest method.

325 Impairment
The Fund assesses at each balance sheet date whether there is objective evidence that afinancial asset or a group of financial assets is
impaired. If any such evidence exists for ‘available for sale' financial assets, the cumulative 10ss - measured as the difference between the
acquisition cost andthe currentfair value, less any impairment loss on thatfinancial asset previously recognisedin the Income Statement is
reclassified fromthe Statement of Comprehensive income to the income statement.
Faorfinancial assets classified as 'loans and receivables', a provision forimpairmentis establishedwhen there is objective evidence that the
Fund will not be able to collect all amounts due according to the original terms. The amount of the provision is determined based on the
provisioning criteria specified by SECP.
Asgallowed under circular Mo 13 of 2009 issued by SECP, the management may also make provision against debt securities over and above
the minimum provision requirement prescribed in the aforesaid circular, in accordance with a provisioning policy approved by the Board of
Directors anddisseminated by the management company onits website.

3.2.6 Derecognition

Financial assets are derecognisedwhen the rightsto receive cash flows from the financial assets have expired or have beentransferred and
the Fundhas transferred substantially all risks and rewards of ownership.

327 Offsetting offinancial assets and liabilities
Financial assets andfinancial liabilities are offset and the net amount is reportedin the Statement of Assets and Liabilities when there is a
legally enforceable rightto set offthe recognised amounts andthere is an intention to settle on a net basis, or realise the assetsand settle the
liahilities simultaneously.

3.3 Financial liabilities
Allfinancial liabilities are recognised atthe timewhen the Fundbecomes a party to the contractual provisions of the instrument .
Afinancial liability is derecognisedwhenthe obligation underthe liability is discharged or cancelled or expired.

34 Derivatives

Derivative instruments areinitially recognised at fairvalue and subsequentto initial measurement each derivative instrument is remeasured
toits fairvalue andthe resultant gain or lossis recognisedin the income statement .

3.6 Preliminary expenses and floatation costs

Preliminary expenses and floatation costs represent expenditure incurred prior to the commencement of operations of the Fund. These
CoSts are being amortised over a period of five years in accordancewith the requirements set out in the Trust Deed of the Fundandthe NEFC
Requlations.

3.7 Issue and redemption of units

Unitsissued are recorded atthe offer price, determined by the Management Company forthe applications receivedby the distributors during
business hours of that day. The offer price represents the Met Asset Value per unit as of the close of the business day plus the allowable
sales load, provision for  transaction costs and any provision for duties and charges, if applicable. The sales load is payable to the
Management Company, Investmentfacilitators or distributors. Transaction costs are recorded astheincome ofthe Fund.

Units redeemed are recorded at the redemption price, applicable to units for which the distributors receive redemption applications during
business hours of that day. The redemption price represents the Net Asset Walue per unit as of the close of the business day less any back-
endload, any duties, taxes, charges on redemption andany pravision fortransaction costs, if applicable.
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Element ofincome/ (loss) and capital gains/ (losses) includedin prices of units issuedless thoseinunits redeemed

An equalisation account called the 'element of income / (loss) and capital gains/ (losses) includedin prices of units issued less those in units
redeemed' iscreated, inordertopreventthe dilution of perunitincome anddistribution of income already paid out on redemption .

The Fundrecords that portion of the net element of income f (loss) and capital gains f(losses) relating to units issued and redeemed during
an accounting period which pertains to income / (losses) that form part of the Unit Holders' Funds in a separate reserve account and any
amount remaining in this reserve account atthe end of an accounting period (whether gain or loss) is included in the amount available for
distribution tothe unitholders. The remaining portion of the net element of income f {loss) and capital gains/ {losses) relating to units issued
andredeemedduring an accounting periodisrecognisedinthelncome Statement.

Provisions

Provisions are recognised when the Fund has a present, legal or constructive obligation as a result of past events, it is probable that an
outflows of resources embodying economic benefits will be required to settle the obligation and a reliable estimate of the obligation can be
made. Provisions are regularly reviewed and adjusted to reflectthe current best estimate.

Taxation

The income of the Fund is exempt from income tax under clause 99 of Part| of the Second Schedule to the Income Tax Ordinance, 2001
subject tothe condition that not lessthan ninety percent of its accounting income forthe year, as reduced by capital gains, whether realised
orunrealised, is distributed amongthe unit holders.

The Fund provides for deferred taxation usingthe balance sheet liability method on all major temporary differences between the amounts
used for financial reporting purposes and amounts used for taxation purposes. In addition, the Fund also records deferred tax asset on
unutilisedtax losses to the extent that it is probable that the related tax benefit will be realised. However the Fund has not recognised any
amount in respect of deferred tax in thesefinancial statements as the Fundintends to continue availing the tax exemption in future years by
distributing at least ninety percent of its accountingincome forthe year as reduced by capital gains, whether realised or unrealised, toits unit
holders every year.

Proposed distributions

Distributions declared subsequent to the balance shest date are considered as non-adjusting events and are recognised in the financial
statements in the period in which such distributions are declared.

Revenuerecognition

- Realisedcapital gains/ (losses) arising on saleofinvestments areincludedinthelncome Statement on the date atwhich the
transactiontakes place.

- Unrealised gains/ {losses) arising on revaluation of investments classified as financial assets atfairvaluethrough profitorloss'are
included inthe Income Statementin the period inwhichthey arise.

- Dividendincome is recognisedwhen the right toreceive the paymentis established.

- Income on sukukbonds is recognised ontime proportion basis.

- Income from term deposit musharika certificates is recognised on an accrual basis.

- Profit on bank depositsand placements is recognised on an accrual basis.

- Income on issue andredemption of unitsis recognised when units areissued and redeemed on the transaction date.

Foreign currency translation

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of transactions.
Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year-end exchange rates
of monetary assets and liakilities denominated inforeign currencies arerecognisedintheincome statement. Translation differences on non-
monetary financial assets and liabilities such as equities at fairvalus through profit or loss are recognisedin the Income Statement within the
fairvalue net gain orloss.

Net asset value per unit

The net asset value (NAV) per unit, as disclosed on the Statement of Assets and Liabilities, is calculated by dividing the net assets of the
Fundby the number of units in issue attheyear end.
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Note 2010 2009
4 BALANCESWITHBANKS e Rupees in '000------------
Currentaccounts 6,239 6,558
Savings accounts 4.1 17,744 58,714
23,983 65,272
4.1 Theseaccounts carry profitat rates rangingfrom % to 12 50% (2009 5% to 15 60%) perannum.
5 INVESTMENTS Rupees in '000------------
Availableforsale
Sukukhbonds 172,558 440,291
172,558 440,291
5.1 Sukukand ljarabonds -availableforsale
Number of bonds
| et | Marketporcanage
Name of the investee company As at [Purchases| Sales As at a: € percentage | percentage ° _|ssufe
July 1, |during the| during | June 30, value of net of total T(Izl(: :: Id
2009 year the year 2010 assets |investment|SY<U< ne
(Rupees in '000)
Engro Fertilizer Limited 16,000 - 5,000 11,000 53,900 26.64% 31.24% 1.83%
Eden Building Limited 3,312 - 3,312 - - - - -
Eden Housing Limited 10,000 - 10,000 - - - - -
Kohat Cement Company Limited 20,000 - - 20,000 72,450 35.81% 41.99% 4.00%
Maple Leaf Cement Factory Limited (note 5.1.3.1) 20,000 - 14,688 5,312 19,289 9.53% 11.18% 0.33%
Maple Leaf Cement Factory Limited -Sukuk Il (note 5.1.3.2) - 199 - 199 - - - -
New Allied Electronics Industries (Private)
Limited-1st issue (note 5.1.3.3) 352,000 - - 352,000 - - - 18.33%
New Allied Electronics Industries (Private)
Limited-2nd issue (note 5.1.3.4) 1,000 - - 1,000 - 0.00% 0.00% 0.67%
Pak Elektron Limited 15,000 - 8,000 7,000 21,838 10.79% 12.66% 2.92%
Government of Pakistan ljara bond 50 - - 50 5,081 2.51% 2.94% 0.08%
Total - June 30,2010 437,362 199 41,000 396,561 172,558 85.28% 100.00% 28.16%
Carrying value of investments as at June 30, 2010 317,310
Impairment loss / (gain) 123,255
§1.1 Thesecarryarate of return ranging from 12 12%to 17 48% (2009 11 .76% to 17.74%) perannum.
§1.2 Al sukuk bonds have a face value of Rs 5,000 each except sukuk bonds of Mew Allied Electronics (Private) Limited - 1st issue and
Government of Pakistan ljarabondwhich have aface value of Rs312 5 andRs 100,000 each respectively.
§.1.3 Asat June 30,2010, the Fund had not received redemption of principal and / or profit amounts on some of its investments, the details of
wihich are as follows:
6.1.3.1 This represents investment in rated secured sukuk bonds issue with a term of six years. On March 3, 2010 i e, the scheduled redemption
date, profit payment amount of Rs. 872 thousand was notreceived by the Fund. The management hasrecognized an impairment loss of Rs
7,259 thousandtill June 30, 2010 Maple Leafl executed arestructuring agreement with the lenders on March 30, 2010 whereby Maple Leaf
issued "Sukuk II"in part settlement of mark-up due and a new repayment plan was agreed for the remaining outstanding balances. The
minimum amaount of provision required as per SECP circular no. 01 of 2009 amounts to Rs 5,725 thousand. However, as a matter of
prudence, the management has recognised an additional amount of Rs 1,534 thousand based on the provisioning policy approved by the
Boardof Directors. The income suspended on these termfinance certificates amountedto Rs. 2,025thousand.
5.1.3.2 This represents 2nd issue of sukuk by Maple Leaf Cement Factory Limited under a restructuring agreement with a face value of Rs 996

thousand. As this issue represents overdue mark-up {(note 5.1.3.1}, the management has fully provided the amount of issue and has
suspendedincomeof Rs 34 thousandofthis issue.
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This represents sukuk bonds with a term of five years. The principal was to be redesmed from the fifteenth maonth of draw down by the
investee company. Howewver, on October 25 2008, January 25, 2009, April 25,2009, July 25, 2009, October 25, 2009, January 25, 2010and
April 25, 20101 e the scheduled redemption dates, principal redemptions of Rs 48,125 thousand were nat receivedby the Fund. Therefore,
as a matter of prudence, the management has suspended income amounting to Rs. 22 125 thousand and have recognized impairment
logses amountingtoRs 110,000 thousandtill June 30, 2010.

This represents investment in privately placed sukuk bonds. On December 3, 2008, June 3, 2009, December 3, 2009 and June 3, 20101 &.
the scheduled redemption date, profit redemption of Rs 1,301 thousand was not received by the Fund. Therefore, as a matter of prudence,
the management has suspended income amaounting to Rs. 1,356 thousand and have recognized impairmentlosses amounting to Rs 5,000
thousandtill June 30, 2010.

The sukuk bonds held by the Fund are generally secured against hypothecation of stocks and receivables and mortgage / pledge of fixed
assets of the user.

Unrealised appreciationi{diminution) invalue ofinvestm ents Note 2010 2009
classified as availableforsale-net e Rupees in '000------------
Marketwalue of investments 5.1 172,558 440,291
Carrying value of investments 317,310 536,697
(144,752) (96,406)
Less: Provision againstnon-performing TFCs and sukuks 123,255 78,268
(21,497) (18,138)
Mo vem entinprovision against debt securities
Opening balance 78,268 -
Charge far the year 74,536 | | 78,268
Less: Reversal of impairment loss (29,549)
Charge forthe yvear-net 44,987 78,268
Closing halance 123,255 78,268
PROFITRECEIVABLE
Profiton savings deposits 859 3,591
Income accrued on sukuk bonds 28,538 | | 21,937
Less: Suspended Income (25,540) (14,919)
2,998 7,018
3,857 10,609
ADVANCES, DEPOSITS, PREPAYMENTS AND OTHER RECEIVABLES
Security deposits with:
- National Clearing Cormpany of Pakistan Limited 2,500 2,500
- Central Depository Company of Pakistan Limited 100 100
Prepayments 50 65
Advance Tax 33 33
Receivable againsttransferin of units 85 -
2,768 2,698
PRELIMINARY EXPENSESAND FLOATATION COSTS
Opening balance 8.1 1,660 2,160
Less: amortisation during the year 500 500
Balance asat June 30 1,160 1,660

Preliminary expenses and floatation costs represent expenditure incurred prior to the commencement of operations of the Fund and are heing
amortised over a period of five years commencing from Octaber 27, 2007 asperthe requirements setout inthe Trust Deed of the Fund.

Note 2010 2009
PAYABLE TO THE MANA GEMENT COMPANY

Management fee

Others 9.1 216 644
6 527
222 1,171

Underthe provisions of the NBFC Regulations, the Management Company of the Fund is entitled to a remuneration during the first five years ofthe
Fund, of an amount not exceeding three percent of the average annual netassets of the Fund and thereafter of an amount equaltotwo percent of
such assets of the Fund. The Managerment Cormp any has charged its reruneration at the rate of one and a half percent per annumforthe current year
and iz paid to the Management Company monthly in arrears.
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Note 2010 2009
PAYABLETOTHETRUSTEE @ e Rupees in '000------------
Trustee fee
CDSCharges 10.1 59 86
1 3
60 89

The Trustes is entitled to a monthly remuneration for services rendered to the Fund under the provisions of the Trust Deed as per the tariff
specified therein, basedon the daily net assets ofthe Fund.

Based ontheTrust Deed, the tariff structure applicable to the Fund as at June 30, 201005 as follows:

Amount of Funds Under Management {(Average NAY) Tariff per annum

UptoRs 1,000 millian Rs0.7millionor0.20% p.a. of NAY, whichewver

ishigher
On anamount exceedingRs 1,000 million Rs2 0millionplus 0.10% p.a. of MAV excesding
Rs. 1,000 million.
Theremuneration ispaidtothe trustee monthlyin arrears. Note 2010 2009
PAYABLETOSECURITIESANDEXCHANGE — eseeeceeeees Rupees in '000--========--
COMMISSIONOF PAKISTAN
Annual Fee 1.1 212 611

Underthe provisions of the Nan Banking Finance Companie s and Notified Entities Regulations, 2008 (the NBF C Regulations), anincome scheme is
requiredto pay asannualfeetothe SECF, an amountequalto 0.075 percent of the average annual net assets of the Fund with effect fromMNovermber
21, 2008. Previously, annual fee of an amount equal to one tenth of one percent was accrued under the provisions of the Mon Banking Finance
Companies and MNotified Entities Regulations, 2008,

Note 2010 2009

ACCRUEDEXPENSESANDOTHERLIABILITES e Rupees in '000------------
Auditars'rermuneration 230 212
Withholding tax payahle 4 -
Bankchargespayable 19 1
Payahle to brokers 22 54
Charity payahle 121 1 3
Pravision for\Workers"\Welfare Fund 17 630 -
Printing charges payahle 356 216
Cithers 260 -

1,522 496

In accordance with the instructions of the Shariah Advisor, any income earned by the Fund from investrme nts whereby the portion of the investment of
the investee company has heen made in Shariah non-compliant avenues, such proportion of income ofthe Fund fromthose investments should be
given away for charitable purposes directly by the Fund. During the year, Rs.3 thousand (2005: Rs.64 thousand) has been given out to charitable
institutions.

CONTINGENCIES AND COMMITMENTS

Therewere no contingencies and commitments atthe end of the year.

METASSETVALUE PERUNIT

The MetAsset Value per unit asdisclosed onthe Statement of Assets and Liabilities is calculated by dividing the net assets of the Fund by the number
of unitsin circulation atthe yearend.

2010 2009
AUDITORS' REMUNERATION .
------------ Rupees in '000------------
Auditfee 210 200
Half yearly review 85 80
Shariah Compliance Audit fee 38 75
Out of pocketexpenses 39 30
372 385
OTHEREXPENSES
Legal and professional expenses 372 -
Others 19 19
391 19
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PROVISIONFORWORKERS' WELFARE FUND

The Finance Act, 2008 introduced an amendment to the Workers' Welfare Fund (AWF) Ordinance, 1971, whereby the definition of "industrial
establishment” was amended to include therein, any establishment to which the VWest Pakistan Shops and Establishment Crdinance, 1968
(Ordinance of 1869) applies. Management Company of the Fund, based on a legal advice obtained through Mutual Funds Association of Pakistan
(MUFAP) was of a firm view that Collective Investment Scheme (C13) were not establishments and therefore, the VWAF Crdinance should not be
applicable to such schemes. The MUFAP had also filed a constitutional petition in the High Court of Sindh (the Court) on behalf of the members,
challenging the applicability of WAAF to the CIS. The said petition was dismissed by the Court vide its order dated May 25,2010 on the main ground
thatthe MUFARF (Petitioner) could not be held entitled to maintain a petition in respect of its members as itwas notthe aggrieved party. The Judgment
recognises thatthe Trusts are covered by the scope of the definition of commercial establishment as contained in Crdinance of 19689 and, therefore,
mutual funds and other funds appearto he covered unless it can be established that they fall with in the scope of exemption set outin Section 5 (1)(iii)
of the Ordinance of 1969 i.e. the Trusts not run for profit or inthe course of business does not make any profit. This could be examined when the
aggrieved parties directly approached the Courtforredressal.

In the meantime, clarification hasheen obtained by the MUFAF from the Ministry of Labour & Manpower, Workers'\Welfare Fund, Gowt. of Fakistan,
which, through their letter nos. VWAF (A - 11311.(83/2010 dated July 8, 2010 and July 15, 2010, has clarified that the WAAWF Qrdinance, 1971 does naot
hawve any provisions far the applicability of VWWAF on those entitieswhaose income are exempt fromincome tax under any provisions ofany law, and that
mutual funds are a product being managed / sold by asset managerment companies which are liable to contribute towards the said WWAF lewvy.

Yarious legal opinions are available on this matter. Some legal advisars are of the view that this lewy is not applicable on CI3 and therefore
provision is not required to be created while there is also a contrary view according to which this levy has become applicable on the fund and the
letter issued by the Ministry of Labour, Government of Pakistan has no legal significance.

Because of ambiguity created based on conflicting opinians by lawyers and as a matter of abundant caution the Management Company of the
Fund has decided to recognize a provision for WAAF in these financial statements as follows:

Current year 615
Prior period 15
630

TAXATION

Theincome ofthe Fundisexempt fromincome taxunder clause 98 of Part| of the Second Schedule to the Income Tax Ordinance, 2001 subjecttothe
conditionthat notlessthan 90 percent of its accounting income for the year, as reduced by capital gains, whetherrealised or unrealised, is distributed
amongst the unit holders. The Fund hasnotrecorded a tax liability in respect of income relating to the currentyear as the management company has
distributed at least 90 percent of the Fund's accounting income for the year as reduced by capital gains (whether realised or unrealised) to its unit
holders.

EARNINGS PERUNIT

Earnings per unit (EFU) forthe year ended June 30, 2010 has not been disclosed as in the opinion of the management, determination of weighted
average units for calculating EPU is notpracticable .

COMPLIANCEWITH THE INVESTMENT CRITERIAAS SPECIFIEDBY THE SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN

The Securities and Exchange Commission of Pakistan (SECP) vide circular no. 7 of 2008 dated March &, 2009 required all Asset Management
Companies to classify funds under their management on the basis of categorisation criteria laid down in the circular. The Management Company
classified NAFA | slamiclncome Fund (the Fund) as "Shariah Compliant (I slamic) Scheme' and Income Scheme' inaccardance with the said circular.
Asat June 30,2010, the Fund is compliant with all the requirements of the said circular exceptfor clause 3(iii) which requires that atleast 25% of net
assets shall be invested in cash and near cash instruments and clause 9(v) which requiresthat rating of any security inthe portfolio shall not be lower
than investmentgrade.

Name of non-compliant

Value of Value of
investment | Provision |investment
before held, if any after
provision provision

Percentage | Percentage
of net of gross
assets assets

investment Type of investment

Page 32

Cash and near cash Met assets of the Fund 23,983 - 23,983 11.85% 11.74%
irstruments - {note 20.1)

Irvestrment in debt a) Mewr Allied Electronics - sukuk- 15t 110,000 110,000 - - -
securities - (note 20.2) issue
h) _NewAIIied Electronics - Sukuk- 2nd 5,000 5,000 - - -
issue
o) MWaple Leaf Cerment Factory Limited - 26,548 7,259 19,289 9.53% 9.44%
Sukuk
d) Kohat Cermment Cormpany Limnited - 72,450 - 72,450 35.81% 35.46%
Sukuk
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2041 SECP vide circular no. 16 of 2010 dated July 7, 2010 requires that a scheme presently non-compliant with this requirement complies with
this requirement by December 31, 2010,

202  Atthetime of purchase, the said Sukukswerein compliance of the said circular (i.e. investment grade) and was subseguently downgraded
duetodefaultin payments of due principal and markup.

Themanagementistaking stepstoensure compliance with the above reguirement.

21 FINANCIAL INSTRUMENTS BY CATEGORY

As at June 30, 2010------------===uuuuuuummmm

Assets at
Loans and | fair value Available Total
receivables | through for sale
profit or loss
Rupees in '000
Assets (Rup )
Balances with banks 23,983 23,983
Inwvestments - - 172,558 172,558
Frofit receivahle 3,857 3,857
Depaosits and other receivables 2,685 - - 2,685
30,525 - 172,558 203,083
--------------- As at June 30, 2010----------------
Liabilities at
fair value . Othe_r
financial Total
through liabiliti
profit or loss labifities
Rupees in '000
Liabilities (Rup )
- 222 222
Payable to the Management Company - 60 60
Payahle to the Trustee - 888 888
Accrued expenses and ather liahbilities - 1,170 1,170
As at June 30, 2009-------====nnmmmmmmumnnnnn
Assets at
Loans and | fair value Available Total
receivables | through for sale
profit or loss
Rupees in '000
Assets (Rup )
Balances with banks 65,272 - - 65,272
Investments - - 440,291 440,291
Frofit receivahle 10,609 10,609
Depasits and other receivahles 2,600 - - 2,600
78,481 - 440,291 518,772
--------------- As at June 30, 2009----==========--
Liabilities at
fair value " Othgr
financial Total
through liabiliti
profit or loss fabilities
Rupees in '000
Liabilities (Rup )
- 1,171 1,171
Payahle to the Management Company - 89 89
Payahle to the Trustee - 1,052 1,052
Payahle an redemption of units - 496 496
Accrued expenses and other liabilities - 2,808 2,808
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22 TRANSACTIONS WITH CONNECTED PERSONS

221 Connected persons include NEF Fullerton Asset Management Limited (MAFA) (Formerly Mational Fullerton Asset Management Limited)
being the Management Company, Central Depository Company of Pakistan Limited beingthe Trustee, NIE BankLimited (NIB) (till March 31,
2010, Mational Banlk of Pakistan (NBP) and Alexandra Fund Management Pte. Limited being the sponsors, other collective investment
schemes managedby the Management Company and directors and officers of the Management Company.

222  OnMarch 31,2010 NIEhas sold outits shareholding of NAFAto NBF. Accordingly, thereafter MIBisno longer a connected person for NAFA

223 Thetransactionswith connectedpersons are in the normal course of business, at contracted rates andterms determined in accordance with
mar ket rates.

224  Remuneration and front-end load payable to the Management Company is determined in accordance with the provisions of the NEBFC
Requlationsandthe Trust Deed respactively.

225 Remuneration payable to the Trustes is determined in accordance with the provisions of the NEFCRegulations andthe Trust Deed.

2010 2009
226  Details ofthetransactions with connectedpersonsareasfollows: ] Rupees in '000--------—----

Managem ent Company
Management fee fartheyear 4,232 10,472
Frontend loadforthe year 118 2,404
Central Depository Company of PakistanLimited - Trustee
Remuneration 746 1,395
CDS chargesforthe yvear 5 4
Mational Bank of Pakistan -Sponsor
Cashdividend - 3,900
NIB Bank Limited -Sponsor
Cash dividend - 3,900
Alexandra Fund Management Pte. Limited -Sponsor
Bonusunitsissued (Milunits; 2009:530 885 units)
Employ ees of ManagementCompany
Unitsissued/transferredin (213 382 units; 2009: 4,023,752 units) 1,864 37,823
Units redeemed / transferred out (380,416 units; 2009: 4,111,097 units) 3,401 37,418
Bonusunitsissued (Milunits; 2009: 52 452 units)
Chief Financial Officer
Unitsissued/ transferred in (Mil units, 2009 52 427 units) - 460
Units redeemed / transferred out (Nillunits; 2008 52 427 units) - 455
NAFA Islamic MultiAssetFund
Unitsissued (Milunits, 2009: 7,194 267 units) - 70,000
Units redeemed (Mil units; 2009: 14,794 295 units) - 141,894
Bonusunitsissued (Milunits; 2009: 289,202 units)
Payrmentre ceivedforthe sale of sukuk bonds 21,175 -
NAFA MultiAsset Fund
Unitsissued (MNilunits, 2009 6,737 137 units) - 70,000
Unitsredeemed (3,891,388 units; 2008: 10,530,958 units) 36,920 104,864
Bonusunitsissued (Milunits; 2009: 361,424 units)
Paymentreceivedforthe sale of sukuk baonds 134,475 -
NAFA StockFund
Units redeemed (Nilunits; 2009: 18,271 units) - 164
Bonusunitsissued (Milunits; 2009: 904 units)
NAFA Cash Fund
Paymentreceivedforthe sale of sukuk bonds - 25,811
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2010 2009
Amounts outstanding as attheyearend s Rupees in '000---x--x---
Managem ent Company
Management fee payable 216 644
Cthers 6 527
Central Depository Company of PakistanLimited - Trustee
Remuneration payahle 59 86
COS Charges 1 3
Security deposits 100 100
NationalBank of Pakistan -Sponsor
Investmentheld by the Sponsorinthe Fund
(7,500,000 units; 2008: 7,500,000 units) 67,115 70,552
Balance incurrent account 3,483 231
Alexandra Fund Management Pte. Limited -Sponsor
Investmentheld by the Sponsorinthe Fund
(10,727,646 units; 2008:10 727 B46 units) 95,997 100,914
Employ ees of ManagementCompany
Investmentheld by the executivesinthe Fund
{9,981 units; 2009: 648 870 units) 89 6,104
NAFA MultiAsset Fund
Investmentheld inthe Fund (MNil units; 2009: 3,891,359 units) - 36,606
PARTICULARS OF INVESTMENT COMMITTEE AND FUND MANAGER
Details of members of the investment committee of the Fund are as follow:
As at June 30, 2010
P Experience
Qualification in years
1 Dr. Amjad YWaheed MBA / Doctorate in Business Administration / CFA 22
2 Sajjad Arwar CFA / MBA Finance 10
3 Tanvir Abid CFA/ MBA 11
4 Irfan Malik CFA/ MBA 13
] Ahmed Mouman CFA/EMBA 14
Irfan Malik is the manager of the Fund. Other Funds being managedby the fundmanager are as foll ows:
a) MNAFASavings FlusFund
o)} MAFACash Fund
TOP TEN BROKERS | DEALERS BY PERCENTAGE OF COMMISSION PAID
2010
S. No. Particulars Percentage
1 Alfalah Securities (Pwt) Limited 93.21%
2 KASE Securities Lirmited 6.79%
100.00%
2009
S. No. Particulars Percentage
1 Global Securities Pakistan Limited 46.93%
2 Alfalah Securities Limited 45.75%
3 Crix v stment Banlk Limited 7.32%
100.00%
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25 PATTERN OF UNIT HOLDING

As at June 30, 2010

Category Number of Investment Percentage

unit holders amount investment
Individuals 218 17,536 8.68%
Associated companies / Directars 2 163,112 80.62%
Insurance companies - - 0.00%
Bank{ DFIs 1 13,423 6.63%
MBFCs - - 0.00%
Retirement funds 6 5,923 2.93%
Public Limited companies 4 2,316 1.14%
Cthers - - 0.00%
231 202,310 100.00%

PATTERN OF UNIT HOLDING
As at June 30, 2009

Category Number of Investment Percentage

unit holders amount investment
Individuals 539 156,785 30.32%
Associated companies / Directars 4 278,623 53.88%
Insurance companies - - -
Bank / DFIs 2 23,517 4.55%
MNEFCs - - 0.00%
Fetirerment funds 11 10,592 2.05%
Public Limited companies 7 17,205 3.33%
Others 7 30.389 5.87%
570 517,111 100.00%

26 ATTENDANCE AT MEETING S OF BOARD OF DIRECTORS

The 22nd, 23rd, 24th, 25th and 26th Board meetings were held on July 03, 2009, August 31, 2009, October 28, 2009, February 17, 2010 and
April 29, 2010 respectively. Information in respect of attendance by Directorsinthe mestings is given below:

Number of meetings

Name of Director Held Attended Leave Meetings not attended
granted

Mr.Masood Karim Shaikh® 2 1 1 23rd meeting
Dr. Amjad Waheed 5 5 -

Mr. Gerard Lee How Cheng 5 3 2 23rd & 26th meeting
Mr. Patrick Pang Chin 5 5 -

Mr. Shahid Anwar Khan 5 3 2 24th & 26th meeting
Wr. Camar Hussain™ 3 2 1 25th meeting
Raymond H. Kotwal 5 5 -

Syed MNaseer Ul Hasan 5 5 -

* Mr. Masood Karim Shaikh retired from office on October 16, 2003,

- Wir. Qamar Hussain was elected as director on October 16, 2009,

27 FINANCIAL RISK MANAGEMENT

TheFund'sactivities expose it to avariety of financial risks: marketrisk, creditrisk andliquidity risk.
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Market risk

M_arket risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate as a result of changes in market
prices.

The Management Company manages the market risk by monitoring exposure on marketable securities by following  internal risk
management policies and regulations laid down by the Securities and BExchange Commission of Fakistan.

Market risk comprises of three types of risk: currency risk, interest raterisk and other price risk.

Currencyrisk

This isthe risk that the fair value or future cash flows of a financial instrument will fluctlate because of changes inforeign exchange rates.
The Fund, at present is not exposed to currency risk as its operations are geographically restricted to Pakistan and all transactions are
carried out in Fak Rupees.

Interestraterisk

Interestrate riskis the risk that the fair value or future cash flows of afinancial instrument will fluctuate because of changes in market interest
rates.

a) Sensitivity analysis for variable rate instruments

Presently, the Fundholds KIBOR based interest bearing sukuks exposing the Fund to cash flow interest rate risk. In case of 100basis points
increase/ decreasein KIBOR on June 30, 2010 with all other variablesheld constant, the net assets of the Fund and net incomeforthe yvear
wolld have been higher flower by Rs 034 million (2009: Rs0 .48 million).

b) Sensitivity analysis for fixedrate instruments

Presently, the Fund holds no fixed rate instruments. As a result, the net assets of the Fund and net income for the year would remain
unaffectedin case of 100 basis pointsincrease/ decrease ininterestrates announcedby Financial Market Association on June 30, 2010

Yield/Interest Rate Risk

Yield finterest rate sensitivity position for on balance sheet financial instruments is based on the earlier of contractual repricing or maturity
date andfor off-balance sheet instruments isbased on the settlement date.

-------------------------- As at June 30, 2010----======mmmmmmmmmmmeaan

Effective Exposed to Yield / Interest risk Not exposed
Interest Over three to yield
Rate (in Total Upto three months and Over | interest
percentage) months | ynto one year | ©NE Ye@r rate risk
% (Rupees in '000)
On-balance sheet financial instrum ents
Financial Assets
Balances with Banks 5.00 - 12.50 23,983 17,744 - - 6,239
Inve stments 12.12-17.48 172,558 - - 172,558 -
Profit re ceivahle 3,857 - - - 3,857
Deposits and other receivables 2,685 - - - 2,685
203,083 17,744 - 172,558 12,781
Financial Liabilities
Payahle to the Management Company 222 - - - 222
Payable to the Trustee 60 - - - 60
Accrued expenses and ather liabilities 903 - - - 903
1,185 - - - 1,185
On-balance sheet gap 201,898 17,744 - 172,558 11,596

Off-balance sheet financial instruments - - - - -

Off-balance sheet gap - - - - -
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As at June 30, 2009----==========summumumunan

Effective Exposed to Yield / Interest risk Not exposed
Interest Over three to yield
Rate (in Total Upto three months and Over | interest
percentage) months | ypto one year | ©NE Year rate risk
% (Rupees in '000)
On-balance sheet financial instrum ents
Financial Assets
Balances with Banks 5.00 - 15.60 65,272 58,714 - - 6,558
Inve stments 11.76-17.74 440,291 216,949 223,342 - -
Loans and receivahle 9.5 - - - - -
Profit re ceivahble 10,609 - - - 10,609
Deposits and other receivables 2,600 - - - 2,600
518,772 275,663 223,342 - 19,767
Financial Liabilities
Payahle to the Management Company 1,171 - - - 1,171
Payable to the Trustee 89 - - - 89
Payahle on redemption of units 1,052 - - - 1,052
Accrued expenses and aother liabilities 496 - - - 496
2,808 - - - 2,808
On-balance sheet gap 515,964 275,663 223,342 - 16,959

Off-balance sheet financial instruments - - - - -

Off-balance sheet gap - - - - -

271.3 PriceRisk

Priceriskisthe riskthat the fairvalue or future cash flows of afinancial instrument will fluctuate because of changesin markst prices (other
than those arising from interest rate risk or currency risk) whether those changes are caused by factors specific to the individual financial
instrument or its issuer, or factors affecting all similar financial instrument traded in the market. Presently, the Fund is not exposed to equity
securitiesprice riskas the Fund does not hold any equity securities as at June 30, 2010,

272 Creditrisk

Credit risk represents the risk of a loss if counter parties fail to perform as contracted. The Fund's credit risk is primarily attributable to its
investment in debt securities. The Fund is also exposed to counterparty credit risks on loans and receivables, balances with banks, profit
receivable, advances, deposits and prepayments and other receivable. The credit risk on liquidfunds is limited because the counter parties
are financial institutions with reasonably high credit ratings. In addition, The Fund's policy is to enter into financial instrument contracts by
following internal guidelines such as approving counterparties, approving credit, obtaining adequate collateral and transacting through

approvedbrokers.

The analysis below summarises the credit guality of the Fund's bank balances and investmentin sukuk bonds as at June 30, 2010 and June

an, 2009

Bank Balances by rating category 2010 2009
AT+ 13.07% 11.33%
A2 A2 0.49% 0.60%
A-T+ 16.90% 0.95%
A1, A1 69.54% 87.12%

Debt securities by rating category 2010 2009
AAA AAA AAA+ 2.94% -
Af AA AR+ 31.24% 36.23%
AA- At 12.66% 50.73%
BEE, BEB+, BEE- 0.00% 30.91%
D 10.77% 30.55%
Mot Rated 42.39% 1.14%
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The maximum exposure to credit risk before any credit enhancement as at June 30, 2010 is the carrying amount of the financial assets.
Mone of these assets areimpaired exceptfor assets asmentionedin note 5.1.3.

Concentration of creditrisk

Concentration of credit risk exists when changes in economic or industry factors similarly affect groups of counterparties whose aggregate
credit exposureis significant in relation tothe Fund's total credit exposure. The Fund's portfolio of financial instruments is broadly diversified
andtransactions are enteredintowith diverse creditworthy counterparties thereby mitigating any significant concentration of credit risk.

Liquidityrisk

Liquidity risk is the riskthat the Fundmay not be able to generate sufficient cash resources to settle its obligation in full asthey fall due orcan
only do soon termsthat arematerially disadvantageous.

The Fund is exposed to daily cash redemptions, if any, at the option of unit holders. The Fund's approach to managing liquidity isto ensure,
as far as possible, that the Fund will always have sufficient liguidity to meet its liabilities when due under both normal and stressed
conditions, withoutincurring unacceptable losses orriskingdamage to the Fund's reputation . 1ts policy isthereforetoinvest the majority of its
assetsin investments that are traded in an active market and can be readily disposed and are consideredreadily realisable.

TheFundhastheability toborrow inthe shortterm to ensure settlement. However during the current year, no borrowing was obtained by the
Fund. The maximum amount available to the Fund from the borrowing would be limited to fifteen percent of the net assets upto 90 days and
wolld be secured by the assets of the Funds. Thefacilitywould bear interest at commercial rates.

In order to manage the Fund's overall liquidity, the Fund also has the ability to withhold daily redemption requests in excess of ten percent of
the unitsin issue and such requests would be treated as redemption reguests gualifying for being processedon the next business day. Such
procedure would continue until the outstanding redemption requests come down to alevel below ten percent of the units then in issue. The
Funddidnotwithhold any significant redemptions during the year.

The table below analyses the Fund s financial liabilities into relevant maturity groupings based on the remaining period atthe balance shest
date to the contractual maturity date. The amountsinthetable arethe contractual undiscounted cash flows .

As at June 30, 2010----==-======zunmzmumunnnn

Over three
Upto three
Total months months Over
and upto one year
one year
Liabilities (Rupees in '000)
Payable to the Management Company 222 222 - -
Payahle to the Trustee 60 60 - -
Accrued expenses and ather liabilities 903 903 -
1,185 1,185 - -

As at June 30, 2009--------======uueemuuunnnn

Over three
Upto three months Over

Total months andupto | one year

one year

Liabilities (Rupees in '000)

Payable to the Management Company 1,171 1,171 - -
Payahle to the Trustee 89 89 - -
Payahle on redemption of units 1,052 1,052 - -
Accrued expenses and ather liabilities 496 496 - -
2,808 2,808 - -
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FAIRVALUE OF FINANCIAL INSTRUMENTS

Fair value isthe amount for which an asset could be exchanged, or liability settled, between knowledgeable willing parties in an arm's length
transaction. Consequently, differences can arise between carryingvaluesandthe fairvalue estimates.

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

Financial assets which are tradeable in an open market are revalued at the market prices prevailing on the balance sheet date. The
estimatedfairvalue of all other financial assets andliabilities is considered not significantly different from book value as the items are either
shortterminnature or periodically repriced.

According to amendments to International Financial Reporting Standard 7, Financial Instruments: Disclosure - Impraving disclosures about
financial instruments, an entity shall classify fair value measurements using a fairvalue hierarchy that reflects the significance of the inputs
usedin making the measurements. Thefairvalue hierarchy has the following levels:

- quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1);

- inputs ather than quoted prices included within level 1that are observable forthe asset orliability, either directly (i.e., as prices) or
indirectly {i.e., derivedfrom prices) {level 2}; and

- inputs forthe asset or liability that arenot based on observable market data{unobservableinputs) (level 3).

The level inthefairvalue hierarchy within which the fairvalue measurement is categorised in its entirety shall be determined on the basis of
the lowest level inputthat is significanttothefair value measurement in its entiraty.

-------------------------- As at June 30, 2010--=--=m=r=mmmmmmemmmemeean

Level 1 Level 2 Level 3 Total

ASSETS (Rupees in '000)

Inwestrment in securities - available for sale 5,081 148,188 19,289 172,558

UNITHOLDERS' FUND RISK MANAGEMENT

The Unitholders'fundis represented by redeemable units. These units are entitled to distribution s and to payment of a proportionate share,
based on the Fund's net asset value per unit on the redemption date. The relevant movements are shown on the statement of movement in
unit holders'fund.

The Fund's objectiveswhen managing unitholders' funds are to safeguard its ability to continue as a going concern so that it can continue to
providereturnsto unitholdersandto maintain astrongbase of assets under management.

In accordance with the risk management policies stated in note 27, the Fund endeavours to invest the subscriptions received in appropriate
investments while maintaining sufficient liquidity to mest redemption, such liguidity being augmented by short-term borrawings or disposal
of investmeants where necessary.
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NON - ADJUSTING EVENT AFTER THE BALANCE SHEET DATE

The Board of Directors of the Management Company in their meeting held on July 5, 2010 approved a distribution of Rs. 1.1994 per unit
{11.994%) Thefinancial statements of the Fundfor the year ended June 30, 2010 do not include the effect of the final distribution which will
be accounted forinthefinancial statements of the Fundfor the year ending June 30, 2011,

DATE OF AUTHORISATIONFOR ISSUE

Thesefinancial statements wereauthorised forissue by the Board of Directors of the Management Company on August 25,2010

GEMNERAL

Figures havebeen rounded off tothenearestthousand rupees.

Mo significant rearrangements or reclassification were made in these financial statements except as required because of the changes in
accountingpolicies as more fully explainedinnotes 2 2 tothese financial statements.

The bifurcation of undistributed income into realised and unrealised income at the beginning and end of the year as reguired by the NBFC
Requlationshas nat been disclosed as such bifurcation is not practicable.

For NBP Fullerton Asset Management Limited
(Formerly National Fullerton Asset Management Limited)
(Management Company)

Chief Executive Chairman
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PERFORMANCE TABLE
For the period from
. For the year ended | For the year ended
Particulars September 17, 2007
June 30, 2010 June 30, 2009 to June 30, 2008

Net assets at the year / period ended (Rs '000) 202,310 517,111 881,198
Net income for the year / period ended (Rs '000) 30,124 761 52,848
Net Asset Value per unit at the year / period ended (Rs) 7.7492 9.4069 10.0932
Offer Price per unit 7.8267 9.5010 10.1967
Redemption Price per unit 7.7492 9.4069 10.0932
Highest offer price per unit (Rs) 8.3212 10.2404 10.0082
Lowest offer price per unit (Rs) 6.1080 8.6724 9.6471
Highest redemption price per unit (Rs) 8.2388 10.1390 9.9046
Lowest redemption price per unit (Rs) 6.0475 8.5865 9.5407
Total return of the fund -4.87% -4.41% 5.53%

Capital gowth -17.62% -7.01% 0.93%

Income distribution 12.75% 2.60% 4.60%
Distribution

Interim distribution per unit - 0.2600 0.2000

Final distribution per unit 1.1994 - 0.2600
Distrubution Dates

Interim - 16-Oct-08 15-Apr-08
Final 5-Jul-10 - 3-Jul-08
Average annual return of the fund (launch date October 29, 2007)
(Since inception to June 30, 2010) -1.52%
(Since inception to June 30, 2009) 0.54%
(Since inception to June 30, 2008) 8.37%
Portfolio Composition ( Please see Fund Manager Report)
Weighted average portfolio duration 66 days 2 years 2 years
Past performance is not necessarily indicative of future performance and that unit prices and investment returns may go down,
as well as up
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