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Cash&Other
Assets 13.66%

TFC 86.34%

(Avg.Rating
“A+”)

.

.

DIRECTORS'REPORT

Fund'sPerformance

TheBoardofDirectorsofNationalFullertonAssetManagementLimitedispleasedtopresenttheunauditedfinancial
statementsofNAFAIncomeFundforthehalfyearendedDecember31,2009.

ThesizeofNAFAIncomeFundhasreducedfromRs.1,036milliontoRs.665millionduringtheperiod,i.e.adeclineof
35.81%.Duringthesaidperiod,theunitpriceofNAFAIncomeFundhasincreasedfromRs.9.9537(Ex-Div)onJune
30,2009toRs.10.4828onDecember31,2009,thusshowinganannualizedreturnof10.82%ascomparedtoits
Benchmark(3-MonthT-Bills)returnof12.89%forthesameperiod.

ThePakistanCreditRatingAgencyLimited(PACRA)hasassignedastabilityratingofA(f)toNAFAIncomeFund.

NAFAIncomeFundhasearnedtotalincomeofRs.87.17mil l ionduringtheperiod.Afterdeductingexpensesof
Rs.56.38million,thenetincomeisRs.30.79million,translatingintoearningperunitofRs.0.5291.

TheassetallocationoftheFundasonDecember31,2009isasfollows:

AssetAllocationasonDecember31,2009
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Acknowledgement

TheBoardtakesthisopportunitytothankitsvaluedunit-holdersfortheirconfidenceandtrustintheManagement
Company,andprovidingtheopportunitytoservethem.ItalsooffersitssinceregratitudetotheSecurities&Exchange
CommissionofPakistanandStateBankofPakistanfortheirpatronageandguidance.

TheBoardalsowishestoplaceonrecorditsappreciationforthehardwork,dedicationandcommitmentshownbythe
staffandtheTrustee.

OnbehalfoftheBoardof
NationalFullertonAssetManagementLimited

ChiefExecutive Chairman

Date:February17,2010
Place:Karachi.

Page 110
HalfYearly Report

NAFA INCOME FUND



ReportoftheTrusteepursuanttoRegulation41(h)oftheNon-BankingFinanceCompaniesandNotified
EntitiesRegulations,2008

MuhammadHanifJakhura

NAFAIncomeFund(theFund),anopen-endschemewasestablishedunderatrustdeeddatedJanuary03,2008,
executedbetweenNational FullertonAssetManagementL imi ted,asthe management company and Central
DepositoryCompanyofPakistanLimited,asthetrustee.

Inouropinion,theManagementCompanyhasinallmaterialrespectsmanagedtheFundduringtheperiodfromJuly
01,2009toDecember31,2009inaccordancewiththeprovisionsofthefollowing:

(i) Limitationsimposedontheinvestmentpowersofthemanagementcompanyundertheconstitutive
documentsoftheFund;

(ii) Thepricing,issuanceandredemptionofunitsarecarriedoutinaccordancewiththerequirementsofthe
constitutivedocumentsoftheFund;and

(iii) TheNon-BankingFinanceCompanies(EstablishmentandRegulations)Rules,2003,theNon-Banking
FinanceCompaniesandNotifiedEntitiesRegulations,2008andtheconstitutivedocumentsoftheFund.

ChiefExecutiveOfficer
CentralDepositoryCompanyofPakistanLimited

Karachi,February24,2010

TRUSTEEREPORTTOTHEUNITHOLDERS
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AUDITORS'REPORTTOTHEUNITHOLDERSONREVIEWOFCONDENSEDINTERIMFINANCIAL
INFORMATION

NAFAIncomeFund

Introduction

ScopeofReview

Conclusion

Wehavereviewedtheaccompanyingcondensedinterimstatementofassetsandliabilitiesof as
at December31,2009,and therelatedcondensed interim income statement,condensed interim statementof
comprehensiveincome,condensedinterimdistributionstatement,condensedinterimstatementofmovementinunit
holders'fundsandcondensedinterimcashflowstatementtogetherwiththenotesformingpartthereof(here-in-aft er
referred toasthe'condensedinterimfinancial information'),forthe half yearendedDecember31,2009.The
Management Company (NationalFullertonAs setManagement Limited)isresponsibleforthepreparation and
presentationofthiscondensedinterimfinancialinformationinaccordancewithapprovedaccountingstandardsas
applicableinPakistan.Ourresponsibilityistoexpressaconclusiononthisinterimfinancialinformationbasedonour
review.Thefiguresofthecondensedinterimincomestatement,

condensedinterimdistributionstatement,condensedinterimstatementofmovementinunitholders'funds
andcondensedinterimcashflowstatementforthequartersendedDecember31,2009and2008havenotbeen
reviewed,aswearerequiredtoreviewonlythecumulativefiguresforthehalfyearendedDecember31,2009.

WeconductedourreviewinaccordancewithInternationalStandardonReviewEngagements2410,"Reviewof
InterimFinancialInformationPerformed bytheIndependentAuditoroftheEntity."Areviewofinterimfinancial
informationconsistsofmakinginquiries,primarilyofpersonsresponsibleforfinancialandaccountingmatters, and
applyinganalyticalandotherreviewprocedures.Areviewissubstantiallylessinscopethananauditconductedin
accordancewithInternationalStandardsonAuditingandconsequentlydoesnotenableustoobtainassurancethat
wewouldbecomeawareofallsignificantmattersthatmightbeidentifiedinanaudit.Accordingly,wedonotexpress
anauditopinion.

Basedonourreview,nothinghascometoourattentionthatcausesustobelievethattheaccompanyingcondensed
interimfinancial informationasofandforthehalfyearendedDecember31,2009isnotprepared,inallmaterial
respects,inaccordancewithapprovedaccountingstandardsasapplicableinPakistan.

condensedinterimstatementofcomprehensive
income,
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ForNationalFullertonAssetManagementLimited
(ManagementCompany)

ChairmanChiefExecutive

Note Audited
June30,

2009

ASSETS

Totalassets

LIABILITIES

Totalliabilities

NETASSETS

Unitholders’funds(asperstatementattached)

Numberofunitsinissue

Netassetvalueperunit

Balanceswithbanks
Investments
Advances,deposits,prepaymentsandotherreceivables
Profitreceivable
Preliminaryexpensesandfloatationcosts

Accruedexpensesandotherliabilities
Payableagainstredemptionofunits
PayabletoNationalFullertonAssetManagementLimited-

ManagementCompany
PayabletoCentralDepositoryCompanyofPakistanLimited-Trustee
PayabletoSecuritiesandExchangeCommissionofPakistan

ContingenciesandCommitments

Theannexednotes1to12formanintegralpartofthesecondensedinterimfinancialstatements.

---------Rupeesin'000---------

CONDENSEDINTERIMSTATEMENTOFASSETSANDLIABILITIES
ASATDECEMBER31,2009

65,847
574,086

3,803
24,869
3,241

671,846

855
895

4,788
113
291

6,942

664,904

664,904

63,428,163

10.4828

Unaudited
,

2009
DECEMBER31

4

5

6

7

179,595
823,944

3,859
41,857

3,744
1,052,999

862
8,032

6,805
167

1,076
16,942

1,036,057

1,036,057

102,339,874

10.1237

Numberofunits

Rupees
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ForNationalFullertonAssetManagementLimited
(ManagementCompany)

ChairmanChiefExecutive

CONDENSEDINTERIMINCOMESTATEMENT(UNAUDITED)
FORTHEHALFYEARANDQUARTERENDEDDECEMBER31,2009

Note

INCOME

Totalincome

EXPENSES

Totalexpenses

Netincome/(loss)fromoperatingactivities

Netincome/(loss)fortheperiodbeforetaxation

Netincome/(loss)fortheperiodaftertaxation

Earningsperunit

Profitonbankdeposits
IncomefromContinuousFundingSystem(CFS)transactions
Gain/(loss)onsaleofinvestments-net
Incomefromtermfinancecertificates,sukukbondsand
commercialpapers
Incomeoncertificatesofdepositandcleanplacements
Netunrealisedappreciation/(diminution)onre-measurement
ofinvestmentsclassifiedas'financialassetsatfairvalue
throughprofitorloss'

RemunerationofNationalFullertonAssetManagement
Limited-ManagementCompany

RemunerationofCentralDepositoryCompanyof
PakistanLimited-Trustee
Annualfee-Securitiesand ExchangeCommissionofPakistan
Annuallistingfee
Brokerageandothersecuritiestransactioncost
Settlementchargesandbankcharges
Auditors'remuneration
Impairmentlossonsukukbonds
Fundratingfee
Printingandrelatedcosts
Amortisationofpreliminaryexpensesandfloatationcosts
Otherexpenses

Elementofincome/(loss)andcapitalgains/(losses)
includedinpricesofunitsissuedlessthoseinunits
redeemed

Taxation

Theannexednotes1to12formanintegralpartofthesecondensedinterimfinancialstatements.

DECEMBER31,
2008

1,745
-

(1,003)

19,913
-

32,097
52,752

2,604

348
130

6
-

(57)
82

40,215
100
32

251
51

43,762

8,990

(2,942)

6,048

-

6,048

,
2009

DECEMBER31

5,657
1,098

(4,571)

39,987
681

(82,642)
(39,790)

4,899

579
298

7
4

141
95

15,000
-

320
248
408

21,999

(61,789)

10,869

(50,920)

-

(50,920)

DECEMBER31,
2008

------ ---Rupeesin'000---- -------------------------------- ---------------------------

30,793

3,929
-

1,617

48,521
-

39,895
93,962

5,838

777
292
13

-
146
199

48,243
100
218
503
51

56,380

37,582

(6,789)

30,793

-

,
2009

DECEMBER31

(13,327)

17,505
5,717

(4,571)

73,419
817

(84,701)
8,186

10,739

1,220
687
15

114
920
185

15,000
-

320
500
515

30,215

(22,029)

8,702

(13,327)

-

Halfyearended Quarterended

8

9
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ForNationalFullertonAssetManagementLimited
(ManagementCompany)

ChairmanChiefExecutive

CONDENSEDINTERIMSTATEMENTOFCOMPREHENSIVEINCOME(UNAUDITED)
FORTHEHALFYEARANDQUARTERENDEDDECEMBER31,2009

Note

Netincome/(loss)fortheperiodaftertaxation

Netunrealisedappreciation/(diminution)onre-measurementof
investmentsclassifiedas'financialassetsavailableforsale'

Reversalofunrealiseddiminutioninthevalueofinvestments
pertainingtoimpairmentofnon-performingassets

Elementofincome/(loss)andcapitalgains/(losses)included
inpricesofunitsissuedlessthoseinunitsredeemed

Theannexednotes1to12formanintegralpartofthesecondensedinterimfinancialstatements.

Othercomprehensiveincome

Totalcomprehensiveincome/(loss)fortheperiod

DECEMBER31,
2008

6,048

8,244

3,086

113

17,491

,
2009

DECEMBER31

(50,920)

(33,330)

-

15,951

(68,299)

DECEMBER31,
2008

30,793

(53)

3,086

1,615

35,441

,
2009

DECEMBER31

(13,327)

(32,500)

-

15,908

(29,919)

Halfyearended Quarterended

------ ---Rupeesin'000---- -------------------------------- ---------------------------
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ForNationalFullertonAssetManagementLimited
(ManagementCompany)

ChairmanChiefExecutive

CONDENSEDINTERIMDISTRIBUTIONSTATEMENT(UNAUDITED)
FORTHEHALFYEARANDQUARTERENDEDDECEMBER31,2009

Note

Undistributedincomebroughtforward

Undistributedincome/(loss)carriedforward

FinaldistributionfortheyearendedJune30,2009:1.70%
(2008:2.10%)
- Bonusunits
- Cashdistribution

InterimdistributionforthequarterendedSeptember30,2009:Nil
(2008:2.67%)

- Bonusunits
- Cashdistribution

Elementofincome/(loss)andcapitalgains/(losses)includedin
pricesofunitsissuedlessthoseinunitsredeemed

Netincome/(loss)fortheperiodaftertaxation

Theannexednotes1to12formanintegralpartofthesecondensedinterimfinancialstatements.

DECEMBER31,
2008

30,134

-
-

-
-

113

6,048

36,295

,
2009

DECEMBER31

37,747

-
-

(36,591)
(692)

15,951

(50,920)

(34,505)

DECEMBER31,
2008

21,284

(16,900)
(497)

-
-

1,615

30,793

36,295

,
2009

DECEMBER31

37,719

(31,331)
(6,191)

(36,591)
(692)

15,908

(13,327)

(34,505)

Halfyearended Quarterended

------ ---Rupeesin'000---- -------------------------------- ---------------------------
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CONDENSEDINTERIMSTATEMENTOFMOVEMENTINUNITHOLDERS'FUNDS(UNAUDITED)
FORTHEHALFYEARANDQUARTERENDEDDECEMBER31,2009

Note

Netassetsatthebeginningoftheperiod

Netincome/(loss)fortheperiod

Distribution:

Othercomprehensiveincome

Netassetsasattheendoftheperiod

Issueof16,582,881unitsincluding1,697,894bonusunits
(2008:95,045,976units)

Redemptionof55,494,592units(2008:163,744,596units)

FinaldistributionfortheyearendedJune30,2009:1.70%(2008:2.10%)

InterimdistributionforthequarterendedSeptember30,2009:Nil
(2008:2.67%)
- Bonusdistribution

Netelementof(income)/lossandcapital(gains)/lossesincludedin
pricesofunitsissuedlessthoseinunitsredeemed

- amountrepresentingaccrued(income)/lossandcapital(gains)/
losses-transferredtoincomestatement

- amountrepresenting(income)/lossthat formpartofunitholders'
fund-transferredtostatementofcomprehensiveincome

Netunrealisedappreciation/(diminution)onre-measurementofinvestments
classifiedas'financialassetsavailableforsale'

Reversalofunrealiseddiminutioninthevalueofinvestmentspertaining
toimpairmentofnon-performingassets

Netunrealisedappreciation/(diminution)onre-measurementofinvestments
classifiedas'financialassetsatfairvaluethroughprofitorloss'

Otheroperatingincome/(loss)

FinaldistributionfortheyearendedJune30,2009:1.70%(2008:2.10%)
- Bonusdistribution
- Cashdistribution

InterimdistributionforthequarterendedSeptember30,2009:Nil
(2008:2.67%)
- Bonusdistribution
- Cashdistribution

Elementofincome/(loss)andcapitalgains/(losses)includedin
pricesofunitsissuedlessthoseinunitsredeemed

Theannexednotes1to12formanintegralpartofthesecondensedinterimfinancialstatements.

DECEMBER31,
2008

758,640

15,186

(129,242)
(114,056)

-

-

2,942

(113)
2,829

8,244

3,086

32,097

(26,049)
6,048

-
-

-
-

113

664,904

,
2009

DECEMBER31

1,469,776

491,007

(828,684)
(337,677)

-

36,591

(10,869)

(15,951)
(26,820)

(33,330)

-

(82,642)

31,722
(50,920)

-
-

(36,591)
(692)

15,951

1,036,288

DECEMBER31,
2008

1,036,057

151,398

(562,669)
(411,271)

16,900

-

6,789

(1,615)
5,174

(53)

3,086

39,895

(9,102)
30,793

(16,900)
(497)

-
-

1,615

664,904

,
2009

DECEMBER31

1,827,917

891,866

(1,622,083)
(730,217)

31,331

36,591

(8,702)

(15,908)
(24,610)

(32,500)

-

(84,701)

71,374
(13,327)

(31,331)
(6,191)

(36,591)
(692)

15,908

1,036,288

Halfyearended Quarterended

ForNationalFullertonAssetManagementLimited
(ManagementCompany)

ChairmanChiefExecutive

------ ---Rupeesin'000---- -------------------------------- ---------------------------
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CONDENSEDINTERIMCASHFLOWSTATEMENT(UNAUDITED)
FORTHEHALFYEARANDQUARTERENDEDDECEMBER31,2009

Note

CASHFLOWFROMOPERATINGACTIVITIES

Adjustments

(Increase)/decreaseinassets

Increase/(decrease)inliabilities

Netcashinflowfromoperatingactivities

CASHFLOWFROMFINANCINGACTIVITIES

Netcashoutflowonfinancingactivities

Netdecreaseincashandcashequivalentsduringtheperiod

Cashandcashequivalentsasattheendoftheperiod

Netincome/(loss)fortheperiodbeforetaxation

Netunrealised(appreciation)/diminutiononre-measurementofinvestments
classifiedas'financialassetsatfairvaluethroughprofitorloss'
Amortisationofpreliminaryexpensesandfloatationcosts
(Gain)/lossonsaleofinvestments
Impairmentlossoninvestmentsclassifiedas'availableforsale'
Netelementof(income)/lossandcapital(gains)/lossesincludedin

pricesofunitsissuedlessthoseinunitsredeemed

ReceivableagainstContinuousFundingSystem(CFS)transactions
Investments-net
Loansandreceivables
Receivableagainstsaleofinvestments
Advances,deposits,prepaymentsandotherreceivables
Profitreceivable

Accruedexpensesandotherliabilities
Payableagainstredemptionofunits
PayabletoNationalFullertonAssetManagementLimited-

ManagementCompany
PayabletoCentralDepositoryCompanyofPakistanLimited-Trustee
PayabletoSecuritiesandExchangeCommissionof

Pakistan

Netreceiptsfromissueofunits
Netpaymentonredemptionofunits
Distributionpaid

Cashandcashequivalentsatthebeginningoftheperiod

Theannexednotes1to12formanintegralpartofthesecondensedinterimfinancialstatements.

DECEMBER31,
2008

6,048

(32,097)
251

1,003
40,215

2,942
18,362

-
49,607

-
-

12,556
1,837

64,000

(27)
(7,137)

(264)

(15)

129
(7,314)
75,048

15,186
(123,382)

-
(108,196)

(33,148)
98,995

65,847

,
2009

DECEMBER31

(50,920)

82,642
248

4,571
15,000

(10,869)
40,672

28,110
(15,057)

40,000
(8,794)

411
(2,803)
41,867

663
8,601

(1,438)

(19)

(408)
7,399

89,938

491,007
(828,684)

(692)
(338,369)

(248,431)
275,305

26,874

DECEMBER31,
2008

30,793

(39,895)
503

(1,617)
48,243

6,789
44,816

-
246,160

-
-

56
16,988

263,204

(7)
(7,137)
(2,017)

(54)

(785)
(10,000)
298,020

151,398
(562,669)

(497)
(411,768)

(113,748)
179,595

65,847

,
2009

DECEMBER31

(13,327)

84,701
500

4,571
15,000

(8,702)
82,743

48,551
(161,867)

50,000
(8,794)
(1,549)
(8,212)

(81,871)

(7)
5,288

(1,656)

(69)

(18)
3,538
4,410

891,866
(1,622,083)

(6,883)
(737,100)

(732,690)
759,564

26,874

Halfyearended Quarterended

ForNationalFullertonAssetManagementLimited
(ManagementCompany)

ChairmanChiefExecutive

------ ---Rupeesin'000---- -------------------------------- ---------------------------
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NOTESTOANDFORMINGPARTOFTHECONDENSEDINTERIMFINANCIALSTATEMENTS(UNAUDITED)
FORTHEHALFYEARANDQUARTERENDEDDECEMBER31,2009

1 LEGALSTATUSANDNATUREOFBUSINESS

2 BASISOFPREPARATION

2.1 StatementofCompliance

2.2

2.3

3 SIGNIFICANTACCOUNTINGPOLICIES

3.1

TheNAFAIncomeFund(NIF)wasestablishedunderaTrustDeedexecutedbetweenNationalFullerton
AssetManagementLimited(NAFA)asManagementCompanyandCentral DepositoryCompanyo f
PakistanLimited(CDC)asTrustee.TheTrustDeedwasexecutedonJanuary03,2008andwasauthorised
bytheSecuritiesandExchangeCommissionofPakistan(SECP)onJanuary29,2008inaccordancewith
theNon-BankingFinanceCompanies(EstablishmentandRegulation)Rules,2007(NBFCRules).

ThemanagementcompanyoftheFundhasbeenlicensedtoactasanAssetManagementCompanyunder
the NBFC Rules through a certificate of registration issued by SECP.Theregisteredoff ice o f t h e
ManagementCompanyissituatedat9thFloor,AdamjeeHouse,I.I.ChundrigarRoad,Karachi.

NIFisanopen-endedmutual fundandis l is tedontheLahoreStockExchange.Uni tsof theFundare
offeredforpublicsubscriptiononacontinuousbasis.Theseunitsaretransferableandcanberedeemedby
surrenderingthemtotheFund.

ThecoreobjectiveoftheFundistoearnacompetitiverateofreturnwhilepreservingcapitaltotheextent
possiblebyinvestinginliquidassets.TheFundcomprisesofinvestmentsofvarioustimehorizonswitha
significantamountinvestedinshortterminvestmentsforthepurposeofmaintainingliquidity.

ThePakistanCreditRatingAgencyLimited(PACRA)hasassignedanassetmanagerratingof'AM2-'tothe
ManagementCompany.TheFundhasbeenassignedstabilityrating'A(f)'fortheyearendedJune30,2009.

These condensed interim financial statements have beenprepared in accordance with approved
accounting standards as applicable in Pakistan.Approvedaccounting standards comprise of s u c h
InternationalFinancialReportingStandards(IFRS)issuedbyth eInternationalAccountingStandardsBoard
as arenoti f iedundertheCompaniesOrdinance,1984,therequirementsoftheTrustDeed,theNon-
BankingFinanceCompanies(EstablishmentandRegulation)Rules,2003(theNBFCRules),theNon-
Banking Finance Companies and Notified EntitiesRegulations,2008 (the NBFC Regulations) and
directives issuedby theSecur i t iesandExchangeCommiss iono f Pakistan (SECP). Wherever the
requirementsoftheTrustDeed,theNBFCRules,theNBFCRegulationsordirectivesissuedbytheSECP
differwiththerequirementsofIFRS,therequirementsofthe TrustDeed, theNBFCRules, theNBFC
RegulationsorthedirectivesissuedbytheSECPprevail.Thedisclosuresmadeinthesecondensedinterim
financialstatementshave,however,beenlimitedbasedontherequirementsoftheInternationalAccounting
Standard34:'InterimFinancialReporting'.

Thesecondensedinterimfinancialstatementsareunaudited.However,alimitedscopereviewhasbeen
performedbytheexternalauditorsinaccordancewiththerequirementsofclause(xxi)oftheCodeof
CorporateGovernance.

Thedirectorsoftheassetmanagementcompanydeclarethatthese condensedinterimfinancialstatements
giveatrueandfairviewoftheFund.

Theaccountingpoliciesadoptedforthepreparationofthesecondensedinterimfinancialstatementsarethe
sameasthoseappliedinthepreparationoftheannualpublishedfinancialstatementsoftheFundforthe
yearendedJune30,2009exceptforthechangesmentionedbelow:
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3.2

3.3

IAS1(revised),‘Presentationoffinancialstatements’.Therevisedstandardprohibitsthepresentationof
itemsofincomeandexpenses(thatis,‘non-ownerchangesinequity’)inthestatementofchangesinequity.
Itrequiresnon-ownerchangesinequitytobepresentedseparatelyfromownerchangesinequity.Allnon-
ownerchangesinequityarerequiredtobeshowninaperformancestatement,butentit iescanchoose
whether to present oneperformance statement (the statement of comprehensive income) or two
statements(theincomestatementandstatementofcomprehensiveincome).Whereentit iesrestateor
reclassifycomparativeinformation,theyarerequiredtopresentarestatedstatementoffinancialposition
(referredtoasthestatementofassetsandliabilitiesinthesecondensedinterimfinancialstatements)asat
thebeginningofthecomparativeperiod,inadditiontothecurrentrequirementtopresentstatementsof
financialpositionattheendofthecurrentperiodandcomparativeperiod.

TheFund hasapplied IAS1(revised) from July 1, 2009,andhase lec ted topresent twosepara te
performancestatements.Asaresult,non-ownerchangesinequitywhich werepreviouslycrediteddirectly
inthestatementofmovementinunitholders'fundandthedistributionstatement arenowshownasother
comprehensiveincomeintheperformancestatement(referredtoasthestatementofcomprehensive
incomeinthesecondensedinterimfinancialstatements).Thechangeinpresentationhasnotaffectedthe
valuesofthenetassetsoftheFundforeitherthecurrentoranyofthepriorperiodsandhencerestated
statementofassetsandliabilitieshasnotbeenpresented.

Thefollowingnewstandardsandamendmentstoexistingstandardsaremandatoryforthefirsttimeforthe
financialyearbeginningonorafterJuly1,2009:

IAS39(amendment),‘Financialinstruments:Recognitionandmeasurement’.Theamendmentwaspartof
theIASB’sannualimprovementsprojectpublishedinMay2008.Thedefinitionoffinancialassetorfinancial
liabilityatfairvaluethroughprofitorlossasitrelatestoitemsthatareheldfortradingwasamended.This
clarifiesthatafinancialassetorliabilitythatispartofaportfoliooffinancialinstrumentsmanagedtogether
withevidenceofanactualrecentpatternofshort-termprofittakingisincludedinsuchaportfoliooninitial
recognit ion.Theadoptionoftheamendmentdidnothaveasignif icantimpactontheFund’sf inancial
statements.

IFRS7(amendment)‘Financialinstruments:Disclosures’.Theamendmentrequiresenhanceddisclosures
aboutfairvaluemeasurementandliquidityrisk.Inparticular,theamendmentrequiresdisclosureoffair
valuemeasurementsbylevelofafairvaluemeasurementhierarchy.Theadoptionoftheamendment
resultsinadditionaldisclosures,whichwouldbedetailedinthefinancialstatementsfortheyearending
June30,2010,butdoesnothaveanimpactontheFund’sfinancialpositionorperformance.

IAS32(amendment),‘Financialinstruments:Presentation’,andIAS1(amendment),‘Presentationof
financialstatements–Puttablefinancialinstrumentsandobligationsarisingonliquidation’.Theamended
standardsrequireentitiestoclassifyputtablefinancialinstruments,orcomponentsofinstrumentsthat
imposeontheentityanobligationtodelivertoanotherpartyaproratashareofthenetassetsoftheentity
onlyonliquidationasequity,providedthefinancialinstrumentshaveparticularfeaturesandmeetspecific
conditions,includingthatallfinancialinstrumentsintheclassofinstrumentsthatissubordinatetoallother
instrumentshaveidenticalfeatures.One of theparticular features is that apart from thecontractual
obligationfortheissuertorepurchaseorredeemtheinstrumentforcashoranotherfinancialasset,the
instrumentdoesnotincludeanycontractualobligationtodelivercashoranotherfinancialassettoanother
entity.Inthisconnection,Regulation63oftheNon-BankingFinanceCompaniesand Notified Entities
Regulations,2008mandatesthepaymentof 90%oftheFund’sprofitsfortheyearasdividends,therefore
theamendmenthasnotchangedtheclassificationofunits.

Thereareotherstandards,amendments,andinterpretationsthatweremandatoryforaccountingperiods
beginningonorafterJuly1,2009butareconsiderednottoberelevantordidnothaveanysignificanteffect
ontheFund'soperations.
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Note December31,, June30,
2009 2009

INVESTMENTS

Financialassetsatfairvaluethroughprofitorloss-
heldfortrading

Financialassetsatfairvaluethroughprofitorloss
Financialassetsavailableforsale

Termfinancecertificates-listed
Termfinancecertificates-unlisted
Sukukbonds

---------Rupeesin'000---------

398,802
175,284
574,086

103,027
290,775

5,000
398,802

612,841
211,103
823,944

236,875
349,049
26,917

612,841

4.1
4.2

4.1.1
4.1.1
4.1.1

4

Un-audited Audited

4.1

Termfinancecertificates-listed

Termfinancecertificates-unlisted

CarryingvaluebeforefairvalueadjustmentasatDecember31,2009

EngroChemicalPakistanLimited
NIBBankLimited
SaudiPakLeasingCompanyLimited
UnitedBankLimited

EngroChemicalPakistanLimited
PakAmericanFertilizerLimited
PakistanMobileCommunicationsLimited

(Rupeesin'000)---------------------%--------------------

4.1.1 Termfinancecertificatesandsukukbonds

8,000
1,000

15,000
30,000

20,000
30,000
30,000

-
-

15,000
10,000

20,000
30,000
10,000

25,000

60,000

85,000

-
-

58,966
44,061

97,126
146,923

46,726

103,027

290,775

393,802

353,907

-
-
-
-

-
-
-

8,000
1,000

-
20,000

-
-

20,000

-
-

8.87
6.63

14.61
22.10
7.03

15.50

43.74

59.24

-
-

10.27
7.67

16.92
25.59
8.14

17.94

50.65

68.59

-
-

10.00
0.83

2.50
2.17
1.43

10.83

6.10

16.93

Asat
December
31,2009

Salesduring
theperiod

Numberofcertificates

Purchases
duringthe

period

AsatJuly1,
2009

Nameoftheinvesteecompany

Investmentasapercentageof

Market
Value

of
Total

Investment

Net
Assets

Issue
size

Value
asat

December
31,2009

Market

Sukukbonds

NewAlliedElectronicsIndustries(Private)
Limited(note4.1.3)

CarryingvaluebeforefairvalueadjustmentasatDecember31,2009

ProvisionforimpairmentlossasatDecember31,2009

(Rupeesin'000)---------------------%--------------------

10,000 10,000

10,000

5,000

5,000

50,000

45,000

- - 0.75

0.75

0.87

0.87

6.67

6.67

Asat
December
31,2009

Salesduring
theperiod

Numberofbonds

Purchases
duringthe

period

AsatJuly1,
2009

Nameoftheinvesteecompany

Investmentasapercentageof

Market
Value

of
Total

Investment

Net
Assets

Issue
size

Value
asat

December
31,2009

Market

Termfinancecertificates

Page 121
HalfYearly Report

NAFA INCOME FUND



4.1.2

4.1.3

AlltermfinancecertificatesandsukukbondshaveafacevalueofRs5,000each.

Thisrepresentsinvestmentinprivatelyplacedsukukbondswithatermoffiveyears.OnDecember3,
2008,theinvesteecompanyhaddefaultedonitsobligationonaccountofprofitrepaymentamountingto
Rs3.795 million.Themin imum amountofprovis ionrequired as per SECP Circular no.01 of 2009
amountstoRs33.11mil l ion.However,asamatterofprudencethemanagementhasrecognisedan
additionalamount ofprovisionRs11.89mil l ionbasedonthetheprovisioningpol icyapprovedbythe
BoardofDirectors.The incomesuspendedonthesebondsamountedtoRs9.96million.

Note
December31,, June30,

2009 2009

Financialassetsavailableforsale

Termfinancecertificates-listed
Sukukbonds

---------Rupeesin'000---------

114,111
61,173

175,284

114,188
96,915

211,103

4.2.1
4.2.1

4.2

Un-audited Audited

Termfinancecertificate-listed

CarryingvaluebeforefairvalueadjustmentasatDecember31,2009

Sukukbonds

CarryingvaluebeforefairvalueadjustmentasatDecember31,2009

ProvisionforimpairmentlossasatDecember31,2009

WorldcallTelecomLimited

EdenHousingLimited(note4.2.3)

(Rupeesin'000)---------------------%--------------------

4.2.1 TermFinanceCertificatesandSukukBonds

24,000

20,000

24,000

20,000

24,000

20,000

114,111

61,173

114,111

114,164

61,173

87,500

26,327

-

-

-

-

17.16

9.20

17.16

9.20

19.88

10.66

19.88

10.66

3.00

13.70

3.00

13.70

16.70

Asat
December

31,2009

Salesduring
theperiod

Numberofcertificates/bonds

Purchases
duringthe

period

AsatJuly1,
2009

Nameoftheinvesteecompany

Investmentasapercentageof

Market
Value

of
Total

Investment

Net
Assets

Issue
size

Value
asat

December
31,2009

Market

4.2.2

4.2.3

4.3

AlltermfinancecertificatesandsukukbondshaveafacevalueofRs5,000each.

Thisrepresentsinvestmentinprivatelyplacedsukukbondsissuewithatermoffiveyears.OnSeptember
30,2009,theprincipalredemptionandprofitpaymentamountingtoRs12.5andRs7.65millionrespectively
werenotreceivedbytheFund.Therefore,asamatterofprudence,themanagementhasrecogniseda
provisionofRs26.33mill ionbasedontheprovisioningpolicyapprovedbytheBoardofDirectors.The
incomesuspendedonthesebondsamountedtoRs3.38million.

The term finance certificates and sukuk bonds held b y t h e F u n d a r e g e n e r a l l y s e c u r e d against
hypothecationofstocksandreceivablesandmortgageoffixedassetsoftheissuer.
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December31,, June30,
2009 2009

PROFITRECEIVABLE

ACCRUEDEXPENSESANDOTHERLIABILITIES

Profitreceivableonsavingsandtermdeposits

Incomeaccruedontermfinancecertificatesandsukukbonds
Less:suspendedincome

Auditors'remunerationpayable
Settlementchargespayable
Bankchargespayable
Payabletobrokers
Printingchargespayable
Other

---------Rupeesin'000---------

35

38,177
(13,343)

24,834

24,869

190
179
188

29
266

3
855

184

47,684
(6,011)
41,673

41,857

210
139
170

65
278

-
862

5

Un-audited Audited

6

7 CONTINGENCIESANDCOMMITMENTS

7.1

7.2

8 TAXATION

TheFinanceAct2008introducedanamendmenttotheWorkersWelfareFundOrdinance,1971(WWF
Ordinance)whereby thedefinition of “IndustrialEstablishment”was amendedtoincludetherein any
establishmenttowhichtheWestPakistanShopsandEstablishmentOrdinance,1969applies.Asaresultof
thisamendment,itcanbeconstruedthatallCollectiveInvestmentSchemes(CIS)whoseincomeexceeds
Rs0.5millioninataxyeararebroughtwithinthepurviewandscopeoftheWWFOrdinance,thusrendering
theml iabletopaycontr ibut iontoWWFattherateof2percentof thei raccount ingor ta xableincome,
whicheverishigher.IncaseoftheFund,suchcontributionworksouttoRs1.417millionapproximatelyasat
December31,2009(includingRs0.801mil l ionfortheyearendedJune30,2009).However,thef inal
contr ibutionamountforthecurrentperiodwil lbebasedontheincomeearnedbytheFundfortheyear
endingJune30,2010.

Toavoidanyclaiminthisregardbytherelevantauthorit ies,theMutualFundsAssociationofPakistan
(MUFAP)filedaconstitutionalpetitionintheHighCourtofSindhprayingittodeclarethatCISarenotliable
topaycontributiontotheWWFonthegroundthatCISdonothaveanyworkersoremployees.Thelegal
proceedingsinrespectoftheaforementionedpetitionarecurrentlyinprogressandtheoutcomecannotbe
reasonablyascertained.

TheManagementCompany,basedontheadviceoftheMUFAP'slegalcounsel,isconfidentofafavorable
decisionandaccordinglynoprovisionforanyliabilitythatmayariseinthisrespecthasbeenmadeinthese
condensedinterimfinancialstatements.

TherearenoothercontingenciesandcommitmentsoutstandingasatDecember31,2009andJune30,
2009.

TheincomeoftheFundisexemptfromincometax underclause99ofPartIoftheSecondScheduletothe
IncomeTaxOrdinance,2001,subjecttotheconditionthatnotlessthanninetypercentofitsaccounting
incomefortheyear,asreducedbycapitalgains,whetherrealisedorunrealised,isdistributedamongstthe
unitholders.TheFundintendstodistributesuchaccountingincome,ifany,fortheyearendingJune30,
2010toitsunitholders.Accordingly,notaxliabilityhasbeenrecordedinthecurrentperiod.

NAFA INCOME FUND
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9 EARNINGSPERUNIT

10 TRANSACTIONSWITHCONNECTEDPERSONS

10.1

10.2

10.3

Earningsperunit(EPU)forthehalfyearendedDecember31,2009hasnotbeendisclosedasintheopinion
ofthemanagementdeterminationofweightedaverageunitsforcalculatingEPUisnotpracticable.

Connectedpersons include National Fullerton Asset Management Limited being the Management
Company,CentralDepositoryCompanyofPakistanLimitedbeingTrusteeandNationalBankofPakistan,
NIBBankLimitedandAlexandraFundManagementPte.LimitedbeingtheSponsors,EmployeesProvident
Fund,othercollectiveinvestmentschemes\managedbytheManagementCompanyandthedirectorsand
officersoftheManagementCompany.

Thetransactionswithconnectedpersonsareinthenormalcourseofbusiness,atcontractedratesand
termsdeterminedinaccordancewithmarketnorms.

Remunerationandfront-endloadpayabletotheManagementCompanyandremunerationpayabletothe
TrusteearedeterminedinaccordancewiththeprovisionsoftheNBFCRegulationsandtheTrustDeed
respectively.

Note

NationalFullertonAssetManagement
Limited-ManagementCompany

NIBBankLimited-Sponsor

ChiefExecutiveOfficer

OtherExecutiveoftheManagementCompany

NAFAEmployeesProvidentFund

NAFAMultiAssetFund

NAFACashFund

Managementfeeexpensefortheperiod
Frontendload
Bonusunitsissued-(178,995units;2008:480,345units)
UnitsRedeemed/TransferredOut(4,531,262units;2008:Nilunits)

ProfitonBankDeposits
Incomefromtermfinancecertificates

Bonusunitsissued-(526units;2008:1,412units)
UnitsRedeemed/TransferredOut(31,338units;2008:Nil)

Bonusunitsissued -(299units;2008:19,135units)
Unitsissued/transferredin(204,093units;2008:906,634units)
Unitsredeemed/transferredout(213,168units;2008:450,485units

Unitsissued/transferredin-(Nilunits;2008:248,337units)
Bonusunitsissued (4,354units;2008:6,586units)

Bonusunitsissued-(Nilunits;2008:346,629units)
Unitsissued/transferredin(Nilunits;2008:8,708,694units)
Unitsredeemed/transferredout(Nilunits;2008:11,565,516units)
Termfinancecertificatessold

Bonusunitsissued-(Nilunits;2008:154,910units)
Unitsredeemed/transferredout-(Nilunits:2008:7,546,476units)
Unitsissued/transferredin(Nilunits:2008:7,391,566units)

DECEMBER31,
2008

2,604
466

-
12,000

-
1,505

82
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-
-

,
2009

DECEMBER31

4,899
-
-
-

1,442
-

-
-

-

7,504
4,397

-

-
90,000
55,000

-

-
-

DECEMBER31,
2008

5,838
1,080

-
46,125

2,228
255

-
314

-
2,082
2,180

-

-
-

-

-
-
-

,
2009

DECEMBER31

10,739
-
-
-

3,676
-
-

-
-

-
-

9,267
4,490

2,545
-

-
90,000

111,402
175,000

-
75,613
75,000

Halfyearended Quarterended
--------------------Unaudited--------------------

10.4 Transactionduringtheperiod

------ ---Rupeesin'000---- -------------------------------- ---------------------------
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10.5 Balancesoutstandingasatperiod/yearend

Note

NAFACashFund-InvestmentheldbytheFund

CentralDepositoryCompanyofPakistanLimited-Trustee

Unitspurchased-(Nilunits;2008:13,615,160units)
Bonusunitsissued-(Nilunits;2008:245,244units)
Unitsredeemed/transferredout-(Nilunits;2008:8,362,294units)

Remuneration
CDCcharges

DECEMBER31,
2008

-
-
-
-
0

348
4

,
2009

DECEMBER31

-
-

579
-

DECEMBER31,
2008

-
-
-

777
6

,
2009

DECEMBER31

140,000
-

80,000

1,220
-

Halfyearended Quarterended
--------------------Unaudited--------------------

December31, June30,
2009 2009

NationalFullertonAssetManagementLimited-ManagementCompany

NationalBankofPakistan-Sponsor

NIBBankLimited-Sponsor

ChiefExecutiveOfficer

ExecutivesoftheManagementCompany

NAFAEmployeesProvidentFund

CentralDepositoryCompanyofPakistanLimited-Trustee

Managementfeepayable
InvestmentheldbymanagementcompanyintheFund
(6,128,078units;June30,2009:10,480,345units)
Frontendloadpayable
Preliminarychargesandfloatationcostpayable

DepositheldbytheFundwiththesponsor

DepositheldbytheFundwiththesponsor
Profitreceivableonbankdeposits
InvestmentinTermfinancecertificates
Profitreceivableontermfinancecertificates

InvestmentheldintheFund(Nilunits;June30,2009:30,812units)

InvestmentheldintheFundTrust(9,206units;June30,2009:17,481units)

InvestmentheldintheFund(259,277units;June30,2009:254,923)

Remunerationpayable
CDCCharges
Securitydeposit

---------Rupeesin'000---------

845
64,239

7
3,935

292

54,116
1
-
-

-

97

2,718

113
1

100

1,265
106,100

565
4,975

1,406

55,443
18

4,620
221

312

177

2,581

167
1

100

Un-audited Audited

------ ---Rupeesin'000---- -------------------------------- ---------------------------
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11 DATEOFAUTHORISATIONFORISSUE

12 GENERAL

12.1

12.2

12.3

Thesecondensedinterimfinancialstatementswereauthorisedforissueon February17,2010 bythe
BoardofDirectorsoftheManagementCompany.

Figureshavebeenroundedofftothenearestthousandrupees.

Corresponding figures have beenrearrangedandreclassified,where necessary, for the purposeof
comparison.Therearenosignificantrearrangementsorreclassificationsexceptasrequiredbecauseofthe
changeinaccount ingpol icyasmorefu l lyexpla inedinnote3.1to thesecondensedinterimfinancial
statements.

Thebifurcationofundistributedincomeintorealisedandunrealisedincomeatthebeginningandendofthe
periodasrequiredbytheNBFCRegulationshasnotbeendisclosedassuchbifurcationisnotpracticable.

ForNationalFullertonAssetManagementLimited
(ManagementCompany)

ChairmanChiefExecutive
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