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NAFA ISLAMIC INCOME FUND

DIRECTORS'REPORT

TheBoardofDirectorsofNationalFullertonAssetManagementLimitedispleasedtopresenttheunauditedfinancial
statementsofNAFAlslamicIncomeFundforthehalfyearendedDecember31,2009.

Eund'sPerformance
ThesizeofNAFAIlslamicincomeFundhasreducedfromRs.517milliontoRs.233millionduringtheperiod,i.e.a
declineof54.93%.Duringthesaidperiod,theunitpriceof NAFAIslamicincomeFundhasdecreasedfromRs.9.4069
onJune30,2009toRs.7.0523onDecember31,2009,thusshowingadeclineof25.03%.

NAFAIlslamicincomeFundhasearnedtotalincomeofRs.36.21millionduringtheperiod. Afterdeductingexpenses
0fRs.105.90million,thenetlossisRs.69.69million,translatingintolossperunitofRs.2.3546.

TheassetallocationoftheFundasonDecember31,2009isasfollows:

AssetAllocationasonDecember31,2009

Modaraba
Pacenments &
other Assets,
22.62%

SUKUK,
77.38%

(Avg.Rating
“BBB”)
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NAFA ISLAMIC INCOME FUND

Acknowledgement
TheBoardtakesthisopportunitytothankitsvaluedunit-holdersfortheirconfidenceandtrustintheManagement
Company,andprovidingtheopportunitytoservethem.ltalsooffersitssinceregratitudetotheSecurities&Exchange
CommissionofPakistanandStateBankofPakistanfortheirpatronageandguidance.
TheBoardalsowishestoplaceonrecorditsappreciationforthehardwork,dedicationandcommitmentshownbythe
staffandtheTrustee.

OnbehalfoftheBoardof
NationalFullertonAssetManagementLimited

ChiefExecutive Chairman

Date:February17,2010
Place:Karachi.
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NAFA ISLAMIC INCOME FUND

TRUSTEEREPORTTOTHEUNITHOLDERS

ReportoftheTrusteepursuanttoRegulation41(h)oftheNon-BankingFinanceCompaniesandNotified
EntitiesRegulations,2008

NAFAlslamiclncomeFund(theFund),anopen-endschemewasestablishedunderatrustdeeddatedAugust20,
2007,executedbetweenNationalFullertonAssetManagementLimited,asthemanagementcompanyandCentral
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.

MuhammadHanifJakhura
ChiefExecutiveOfficer
CentralDepositoryCompanyofPakistanLimited

Karachi,February24,2010
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NAFA ISLAMIC INCOME FUND

AUDITORS'REVIEWREPORTTOTHEUNITHOLDERSONREVIEWOFCONDENSEDINTERIMFINANCIAL
INFORMATION

Introduction

Wehavereviewedtheaccompanyingcondensedinterimstatementofassetsandliabilitiesof NAFAlslamicincome
Fund asatDecember31,2009,andtherelatedcondensedinterimincomestatement,condensedinterimstatement
ofcomprehensiveincome,condensedinterimdistributionstatement,condensedinterimstatementofmovementin
unitholders'fundsandcondensedinterimcashflowstatementtogetherwiththenotesformingpartthereof(here-in-
afterreferredtoasthe’'condensedinterimfinancialinformation'),forthehalfyearendedDecember31,2009.The
Management Company (NationalFullertonAssetManagement Limited)isresponsibleforthepreparationand
presentationofthiscondensedinterimfinancialinformationinaccordancewithapprovedaccountingstandardsas
applicableinPakistan.Ourresponsibilityistoexpressaconclusiononthisinterimfinancialinformationbasedanour
review.Thefiguresofthecondensedinterimincomestatement,condensedinterimstatementofcomprehensive
income,condensedinterimdistributionstatement,condensedinterimstatementofmovementinunitholders'funds
andcondensedinterimcashflowstatementforthequartersadedDecember31,2009and2008havenotbeen
reviewed,aswearerequiredtoreviewonlythecumulativefiguresforthehalfyearendedDecember31,2009.

ScopeofReview

WeconductedourreviewinaccordancewithinternationalStandardonReviewEngagements2410,"Reviewof
InterimFinanciallnformationPerformedbythelndependentAuditoroftheEntity."Areviewofinterimfinancial
informationconsistsofmakinginquiries,primarilyofpersonsresponsibleforfinancialandaccountingmatters, and
applyinganalyticalandotherreviewprocedures.Areviewissubstantiallylessinscopethananaiditconductedin
accordancewithinternationalStandardsonAuditingandconsequentlydoesnotenableustoobtainassurancethat
wewouldbecomeawareofallsignificantmattersthatmightbeidentifiedinanaudit.Accordingly,wedonotexpress
anauditopinion.

Conclusion
Basedonourreview,nothinghascometoourattentionthatcausesustobelievethattheaccompanyingcondensed

interimfinancialinformationasofandforthehalfyearendedDecember31,2009isnotprepared,inallmaterial
respects,inaccordancewithapprovedaccountingstandardsasapplicableinPakistan.

A.F. Ferguson & Co.
Chartered Accountants.

Date:February24,2010
Karachi
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NAFA ISLAMIC INCOME FUND

CONDENSEDINTERIMSTATEMENTOFASSETSANDLIABILITIES
ASATDECEMBER31,2009
Note Unaudited Audited
December31, June30,
2009 2009
--------- Rupeesin'000---------

ASSETS
Balanceswithbanks 4 42,744 65,272
Investments 5 176,574 440,291
Profitreceivable 6 6,455 10,609
Advances,deposits,prepaymentsandotherreceivables 6,441 2,698
Preliminaryexpensesandfloatationcosts 1.408 1,660
Totalassets 233,622 520,530
LIABILITIES
PayabletoNationalFullertonAssetManagementLimited-

ManagementCompany 322 1,171
PayabletoCentralDepositoryCompanyofPakistanLimited-Trustee 89
PayabletoSecuritiesandExchangeCommissionofPakistan 135 611
Payableagainstredemptionofunits 34 1,052
Accruedexpensesandotherliabilities 7 267 496
Totalliabilities 818 3,419
NETASSETS 232,804 517,111
Unitholders’funds(asperstatementattached) 232,804 517,111
CONTINGENCIESANDCOMMITMENTS 8

----- Numberofunits-----
NUMBEROFUNITSINISSUE 33,010,957 54,971,537

————— Rupees-----
NETASSETVALUEPERUNIT 7.0523 9.4069
Theannexednotesltol3formanintegralpartofthesecondensedinterimfinancialstatements.
ForNationalFullertonAssetManagementLimited
(ManagementCompany)
ChiefExecutive Chairman
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NAFA ISLAMIC INCOME FUND

CONDENSEDINTERIMINCOMESTATEMENT(UNAUDITED)
FORTHEHALFYEARANDQUARTERENDEDDECEMBER31,2009

Note Halfyearended Quarterended
December3l, December31, December3], December31,
2009 2008 2009 2008
B e {1 11T 1 M1 ) S

INCOME
(Loss)/gainonsaleofinvestments-net (143) 27 (160) -
Incomefromsukukbonds 13,159 42,357 3,426 22,356
Incomefromspreadtransactions - 18 - -
Incomefromtermdepositmusharikacertificates - 8,672 - 1,967
Profitonbankdeposits 4,338 4,446 1,263 2,218
Totalincome 17,354 55,520 4,529 26,541
EXPENSES
RemunerationofNationalFullertonAssetManagementLimited-

ManagementCompany 2,701 6,115 1,042 2,521
RemunerationofCentralDepositoryCompanyofPakistan

Limited-Trustee 398 814 177 336
Annualfee-SecuritiesandExchangeCommissionofPakistan 135 393 52 153
Securitiestransactioncost 1 15 - -
Settlementandbankcharges 91 93 58 45
Annuallistingfee 23 15 15 7
Auditors'remuneration 247 272 142 173
Impairmentlossoninvestmentsclassifiedas'availableforsale

financialassets' 101,871 62,364 52,253 62,364
Legalandprofessionalcharges 158 - 158 -
Amortisationofpreliminaryexpensesandfloatationcosts 252 252 126 126
Printingandrelatedcharges 19 131 4 87
TotalExpenses 105,896 70,464 54,027 65,812
Netlossfromoperatingactivities (88,542) (14,944) (49,498) (39,271)
Elementofincome/(loss)andcapitalgains/(losses)includedinthe

pricesofunitsissuedlessthoseinunitsredeemed 18,855 1,279 13,693 2,445
Netlossfortheperiodbeforetaxation (69,687) (13,665) (35,805) (36,826)
Taxation 9 - - - -
Netlossfortheperiodaftertaxation (69,687) (13,665) (35,805) (36,826)

. . 10
Earningsperunit
Theannexednotesltol3formanintegralpartofthesecondensedinterimfinancialstatements.
ForNationalFullertonAssetManagementLimited
(ManagementCompany)
ChiefExecutive Chairman
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NAFA ISLAMIC INCOME FUND

CONDENSEDINTERIMSTATEMENTOFCOMPREHENSIVEINCOME(UNAUDITED)
FORTHEHALFYEARANDQUARTERENDEDDECEMBER31,2009

Halfyearended Quarterended
December31l, December3l, December31, December31,
2009 2008 2009 2008

oo RUP €S TN 000 mo oo
Netlossfortheperiodaftertaxation (69,687) (13,665) (35,805) (36,826)
Othercomprehensiveincome/(loss)

Elementofincome/(loss)andcapitalgains/(losses)included

inthepricesofunitsissuedlessthoseinunitsredeemed 5,742 (2,123) 3,387 (2,320)
Netunrealiseddiminutiononremeasurementofinvestments

classifiedas'availableforsalefinancialassets' (756) (53,246) (632) (53,087)
Totalcomprehensivelossfortheperiod (64,701) (69,034) (33,050) (92,233)

Theannexednotesltol3formanintegralpartofthesecondensedinterimfinancialstatements.

ForNationalFullertonAssetManagementLimited
(ManagementCompany)

ChiefExecutive Chairman
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NAFA ISLAMIC INCOME FUND

CONDENSEDINTERIMDISTRIBUTIONSTATEMENT(UNAUDITED)
FORTHEHALFYEARANDQUARTERENDEDDECEMBER31,2009

Halfyearended Quarterended
December3l, December31, December31l, December31,
2009 2008 2009 2008
Rupeesin'000
(Accumulatedloss)/undistributedincomebroughtforward (15,029) 29,760 (46,556) 31,006
Netlossfortheperiodaftertaxation (69,687) (13,665) (35,805) (36,826)
Distribution:

Finaldistribution2009:Nil(2008:2.60%)
(Dateofdistribution:July3,2008)
-Bonusunits - (12,108) - -
-Cashdistribution - (10,004) - -

Interimdistribution2009:Nil(2008:2.60%)
(Dateofdistribution:October16,2008)
-Bonusunits (10,747) (10,747)
-Cashdistribution (12,155) (12,155)

Othercomprehensiveincome

Elementofincome/(loss)andcapitalgains/(losses)included
inthepricesofunitsissuedlessthoseinunitsredeemed 5,742 (2,123) 3,387 (2,320)

Accumulatedlosscarriedforward (78,974) (31,042) (78,974) (31,042)

Theannexednotes1tol3formanintegralpartofthesecondensedinterimfinancialstatements.

ForNationalFullertonAssetManagementLimited
(ManagementCompany)

ChiefExecutive Chairman

Page 76
HalfYearly Report




NAFA ISLAMIC INCOME FUND

CONDENSEDINTERIMSTATEMENTOFMOVEMENTINUNITHOLDERS'FUNDS(UNAUDITED)
FORTHEHALFYEARANDQUARTERENDEDDECEMBER31,2009

Halfyearended Quarterended
December31l, December3l, December31, December31,

2009 2008 2009 2008
------------------------------------ RUPEESIN'000--------—-mrmmmemmmeemmmeemmcemeen

Netassetsatthebeginningoftheperiod 517,111 881,198 348,843 915,458

Issueof7,335,531units(December31,2008:82,317,208 63,664 793,274 17,964 356,561
units-including2,259,291bonusunits)

Redemptionof29,296,111units(December31,2008:102,836,883units) (258,673) 1,022,342 83.873 605,725
(195,009) 229,068 65,909 249,164

Bonusdistribution:Issueofbonusunits

Finaldistribution2009:Nil(2008:2.60%) - 12,108
(Dateofdistribution:July3,2008)

Interimdistribution2009:Nil(2008:2.60%)
(Dateofdistribution:October16,2008) - 10,747 - 10,747
- 22,855 - 10,747

Netelementof(income)/lossandcapital(gains)/lossesincluded
inthepricesofunitsissuedlessthoseinunitsredeemed

-amountrepresentingincomeandcapitalgains-transferred

totheincomestatement (18,855) (1,279) (13,693) (2,445)

-amountrepresenting(income)/lossandcapital(gains)/losses-

transferredtothestatementofcomprehensiveincome (5,742) 2,123 (3,387) 2,320

(24,597) 844 (17,080) (125)

Netunrealiseddiminutiononremeasurementofinvestments

classifiedas'availableforsalefinancialassets' (756) (53,246) (632) (53,087)
Netlossfortheperiodaftertaxation (69,687) (13,665) (35,805) (36,826)
Distribution:

Finaldistribution2009:Nil(2008:2.60%)
(Dateofdistribution:July3,2008)
-Bonusunits - (12,108)
-Cashdistribution - (10,004)

Interimdistribution2009:Nil(2008:2.60%)
(Dateofdistribution:October16,2008)

-Bonusunits - (10,747) - (10,747)
-Cashdistribution - (12.155) - (12.155)
B (45,014) B (22,902)

Elementofincome/(loss)andcapitalgains/(losses)includedin
thepricesofunitsssuedlessthoseinunitsredeemed 5,742 (2,123 3,387 (2,320
Netassetsasattheendoftheperiod 232,804 561,781 232,804 561,781

Theannexednotesltol3formanintegralpartofthesecondensedinterimfinancialstatements.

ForNationalFullertonAssetManagementLimited
(ManagementCompany)

ChiefExecutive Chairman
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NAFA ISLAMIC INCOME FUND

CONDENSEDINTERIMCASHFLOWSTATEMENT(UNAUDITED)
FORTHEHALFYEARANDQUARTERENDEDDECEMBER31,2009

Halfyearended Quarterended
December3l, December31, December3], December31,
2009 2008 2009 2008

Rupeesin'000

CASHFLOWFROMOPERATINGACTIVITIES

Netlossfortheperiodbeforetaxation (69,687) (13,665) (35,805) (36,826)
Adjustments
Loss/(gain)onsaleofinvestments 143 27) 160
Impairmentlossoninvestmentsclassifiedas'availableforsale

financialassets' 101,871 62,364 52,253 62,364
Amortisationofpreliminaryexpensesandfloatationcosts 252 252 126 126

Elementofincomeandcapitalgainsincludedintheprices

ofunitsissuedlessthoseinunitsredeemed 18,855 (1,279) (13,693) 2,445)
13,722 17605 3,041 %

(Increase)/decreaseinassets

Investments-net 160,947 (10,723) 24,428 10,516
Loansandreceivables - 280,000 - 280,000
Profitreceivable 4,154 4,627 (1,351) 1,102
Advances,deposits,prepaymentsandotherreceivables (3743) (8.349) (3721) (10.316)

161,358 265,555 19,356 281,302

Increase/(decrease)inliabilities
PayabletoNationalFullertonAssetManagementLimited-

ManagementCompany (849) (104) 172) (145)
PayabletoCentralDepositoryCompanyofPakistanLimited-

Trustee 29 (53) @ (61)
PayabletoSecuritiesandExchangeCommissionofPakistan (476) (299) 52 (539)
Payableagainstredemptionofunits (1,018 1,232 (174) 1,232
Accruedexpensesandotherliabilities (229) 49 (84) 141

(2.601) _ 825 (382) 628
Netcashinflowfromoperatingactivities 172,481 314,025 22,015 305,149

CASHFLOWFROMFINANCINGACTIVITIES

Netreceiptsfromissueofunits 63,664 793,274 17,964 (665,781)
Paymentsagainstredemptionofunits (258,673) (1,022,342) (83,873) 416,617
Distributionspaid - (22,159) - (12,155
Netcashoutflowonfinancingactivities (195,009) (251,227) 65,900) 261,319
Net(decrease)/increaseincashandcashequivalents

duringtheperiod (22,528) 62,798 (43,894) 43,830
Cashandcashequivalentsatthebeginningoftheperiod 65,272 19,295 86,638 38,263
Cashandcashequivalentsattheendoftheperiod 42,744 82,093 42,744 82,093

Theannexednotesltol3formanintegralpartofthesecondensedinterimfinancialstatements.

ForNationalFullertonAssetManagementLimited
(ManagementCompany)

ChiefExecutive Chairman
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NAFA ISLAMIC INCOME FUND

2.1

2.2

2.3

NOTESTOANDFORMINGPARTOFTHECONDENSEDINTERIMFINANCIALSTATEMENTS(UNAUDITED)
FORTHEHALFYEARANDQUARTERENDEDDECEMBER31,2009

LEGALSTATUSANDNATUREOFBUSINESS

NAFAlslamicIncomeFund(NIlIF)wasestablishedunderaTrustDeedexecutedbetweenNationalFullerton
AssetManagementLimited(NAFA)asManagementCompanyandCentral DepositoryCompanyof
PakistanLimited(CDC)asTrustee.TheTrustDeedwasexecutedonAugust20,2007andwasapprovedby
theSecuritiesandExchangeCommissionofPakistan(SECP)onSeptember03,2007inaccordancewith
theNon-BankingFinanceCompanies(EstablishmentandRegulation)Rules,2003(NBFCRules).

TheManagementCompanyoftheFundhasbeenlicensedtoactasanAssetManagementCompanyunder
the NBFC Rules through a certificate of registration issued by SECP.Theregisteredofficeofthe
ManagementCompanyissituatedat9thFloor,AdamjeeHouse,l.l.ChundrigarRoad,Karachi.

NIlIFisanopen-endedmutualfundandislistedontheLahoreStockExchange.TheFundoffersunitsfor
publicsubscriptiononacontinuousbasis.Theunitsaretransferableandcanberedeemedbysurrendering
totheFund.

TheunitsoftheFundwereinitiallyofferedforpublicsubscriptionatparfromOctober22,2007toOctober26,
2007.

ThecoreobjectiveoftheFundistoseekpreservationofcapitalandearnareasonablerateofreturnby
investinginShariahcompliantinvestments.TheFundcomprisesofinvestmentsofvariousinvestment
horizons, withasignificantamountinvestedinshortterminvestmentsforthepurposeofmaintaining
liquidity.

ThePakistanCreditRatingAgencyLimited(PACRA)hasassignedanassetmanagerratingofAM2-tothe
ManagementCompany.TheManagementCompanyhasinitiatedtheprocessofobtainingtheratingofthe
FundwithPACRA.Pendingcompletionofthisprocess,theratingoftheFundhasnotbeendisclosedin
thesecondensedinterimfinancialstatements.

BASISOFPREPARATION
Statementofcompliance

These condensed interim financial statements have beenprepared in accordance with approved
accounting standards as applicable in Pakistan.Approvedaccounting standards comprise ofsuch
InternationalFinancialReportingStandards(IFRSs)issuedbythelnternationalAccountingStandards
BoardasarenotifiedundertheCompaniesOrdinance,1984,therequirementsoftheTrustDeed,theNon-
BankingFinanceCompanies andNotifiedEntitiesRegulations,2008(theNBFCRegulations)andthe
directives issued by the SecuritesandExchangeCommissionofPakistan(SECP). Wherever, the
requirementsoftheTrustDeed,theNBFCRegulationsorthedirectivesissuedbySECPdifferwiththe
requirementsoflFRS,therequirementsoftheTrustDeed,theNBFCRegulationsorthedirectivesissuedby
SECPprevail.Thedisclosuresmadeinthesecondensedinterimfinancialstatementshave,however,been
limited based on the requirements of the International Accounting Standard 34: ‘Interim Financial
Reporting'.
Thesecondensedinterimfinancialstatementsareunaudited.However,alimitedscopereviewhasbeen
performed by the external auditors in accordance with the requirements of the Code of Corporate
Governance.

Thedirectorsoftheassetmanagementcompanydeclarethatthesecondensedinterimfinancialstatements
giveatrueandfairviewoftheFund.
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3.1

3.2

3.3

Page 80

SIGNIFICANTACCOUNTINGPOLICIES

Theaccountingappliedinthepreparationofthesecondensedinterimfinancialstatementsarethesameas
thoseappliedinthepreparationoftheannualpublishedfinancialstatementsoftheFundfortheyearended
June30,2009exceptforthechangesmentionedbelow:

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

TheFund hasapplied IAS1(revised) from July 1, 2009, andhaselectedtopresenttwoseparate
performancestatements.Asaresultnon-ownerchangesinequitywhichwerepreviouslycrediteddirectlyin
thestatementofmovementinunitholders'fundandthedistributionstatementarenowshownasother
comprehensiveincomeintheperformancestatement(referredtoasincomestatementinthesecondensed
interimfinancialstatements).Thechangeinpresentationhasnotaffectedthevaluesofthenetassetsofthe
Fundforeitherthecurrentoranyofthepriorperiodsandhencerestatedstatementofassetsandliabilities
hasnotbeenpresented.

Thefollowingnewstandardsandamendmentstoexistingstandardsaremandatoryforthefirsttimefor
thefinancialyearbeginningJuly1,2009:

IAS39(amendment),‘Financialinstruments:Recognitionandmeasurement’.Theamendmentwaspart
ofthelASB’sannualimprovementsprojectpublishedinMay2008.Thedefinitionoffinancialassetor
financialliability atfairvaluethroughprofitorlossasitrelatestoitemsthat areheldfortradingwas
amended.Thisclarifiesthatafinancialassetorliabilitythatispartofaportfoliooffinancialinstruments
managedtogetherwithevidenceofanactualrecentpatternofshort-termprofittakingisincludedinsuch
aportfoliooninitialrecognition.Theadoptionoftheamendmentdidnothaveasignificantimpact onthe
Fund’sfinancialstatements.

IFRS 7 (amendment) ‘Financial instruments: Disclosures’. The amendment requires enhanced
disclosures about fair value measurement and liquidity risk. In particular, the amendmentrequires
disclosureoffairvaluemeasurementsbylevelofafairvaluemeasurementhierarchy. Theadoptionofthe
amendmentresultsinadditionaldisclosures,whichwouldbedetailedinthefinancialstatementsforthe
year ending June 30, 2010, but does not have an impact on the Fund’'s financial position or
performance.

IAS32(amendment),‘Financialinstruments:Presentation’,andlAS1(amendment),'Presentationof
financial statements — Puttable financial instruments and obligations arising on liquidation’. The
amended standards require entities to classify puttable financial instruments, or components of
instrumentsthatimposeontheentityanobligationtodelivertoanotherpartyaproratashareofthenet
assetsoftheentityonlyonliquidationasequity,providedthefinancialinstrumentshave particular
featuresandmeetspecificconditions,includingthatallfinancialinstrumentsintheclassofinstruments
thatissubordinatetoallotherinstrumentshaveidenticalfeatures.Oneoftheparticularfeaturesisthat
apartfromthecontractualobligationfortheissuertorepurchaseorredeemtheinstrumentforcashor
another financialasset, theinstrumentdoesnotincludeanycontractualobligationto delivercashor
anotherfinancialassettoanotherentity.Inthisconnection,Regulation63oftheNon-BankingFinance
CompaniesandNotifiedEntitiesRegulations,2008mandatesthepaymentof90%oftheFund’sprofits
fortheyearasdividends,thereforetheamendmenthasnotchangedtheclassificationofunits.

Thereareotherstandards,amendmentsandinterpretationsthatweremandatoryforaccountingperiods
beginningonorafterJuly1l,2009butwereconsiderednottoberelevantordidnothaveanysignificant
effectontheFund'soperations.
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NAFA ISLAMIC INCOME FUND

Unaudited Audited
Note December31, June30,
2009 2009

4 BALANCESWITHBANKS
Currentaccounts 1,336 6,558
Savingsaccounts 41,408 58,714
42,744 65,272
5 INVESTMENTS
Availableforsalefinancialassets
Sukukandljarabonds 51 176,574 440,291
176,574 440,291

5.1 Sukukandljarabonds-availableforsale

Numberofbonds
Market
Value
Nameoftheinvesteecompany AsatJulyl, Purchases Salesduring DecAesrﬁ‘ber asat
duringthe A December Assets
2009 period theperiod 31,2009 31,2009

(Rupeesin’'000
EngroChemicalPakistanLimited 16,000 - - 16,000 75,760 32.54% 42.91% 2.67%
EdenBuilders(Private)Limited 3,312 - 3,312 - - - - -
EdenHousingLimited 10,000 - 10,000 - - - - -
KohatCementCompanyLimited(note5.1.2.1) 20,000 - N 20,000 34,191 14.69% 19.36% 4.00%
MapleLeafCementFactoryLimited(note5.1.2.2) 20,000 - 14,688 5312 22,576 9.70% 12.79% 0.33%
NewAlliedElectronicsIndustries(Private)

Limited-1stissue(note5.1.2.3) 352,000 - - 352,000 - 0.00% 0.00% 18.33%
N i ies(Private)

Limited-2ndissue(note5.1.2.4) 1,000 - - 1,000 1,253 0.54% 0.71% 0.67%
PakElektronLimited 15,000 - 5,000 10,000 37,724 16.20% 21.36% 4.17%
GovernmentofPakistanljaraSukuk 50 - - 50 5,070 2.18% 2.87%

Total 176,574 100%
Carrying: efair 1tsasatDecember31,2009 357,469
ProvisionforimpairmentlossasatDecember31,2009 180,139

5.1.1 AllsukukbondshaveafacevalueofRs5,000eachexceptsukukbondsofNewAlliedElectronics(Private)
Limited-1stissueandGovernmentofPakistanljarabondswhichhaveafacevalueofRs312.5andRs
100,000eachrespectively.

5.1.2 AsatDecember31,2009,theFundhadnotreceivedredemptionofprincipaland/orprofitamountson
someofitsinvestments,thedetailsofwhichareasfollows:

5.1.2.1 Thisrepresentsinvestmentinprivatelyplacedsukukbondsissue withatermoffiveyears.OnDecember
20,2008i.e.thescheduledredemptiondate,principalredemptionof Rs6,800thousandwasnotreceived
bytheFund.ThemanagementhasrecognizedanimpairmentlossofRs62,409thousandtillDecember31,
2009.TheminimumamountofprovisionrequiredasperSECPcircularno.01of2009amountstoRs60,255
thousand.However,asamatterofprudence,themanagementhasrecognisedanadditionalamountof
provisionofRs2,154thousandbasedontheprovisioningpolicyapprovedbytheBoardofDirectors.The
incomesuspendedonthesetermfinancecertificatesamountedtoRs7,575thousand.
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5.1.2.2

5123

5124

Page 82

Thisrepresentsinvestmentinratedsecuredsukukbondsissuewithatermofsixyears.OnDecember3,
2009i.e.thescheduledredemptiondate,profitpaymentamountofRs2,056thousandwasnotreceivedby
theFund.ThemanagementhasrecognizedanimpairmentlossofRs3,984thousandtillDecember31,
2009.TheminimumamountofprovisionrequiredasperSECPcircularno.010f2009amountstoRs826
thousand.However,asamatterofprudence,themanagement hasrecognisedanadditionalamountof
provisionofRs3,158thousandbasedontheprovisioningpolicyapprovedbytheBoardofDirectors.The
incomesuspendedonthesetermfinancecertificatesamountedtoRs2,354thousand.

Thisrepresentssukukbondswithatermoffiveyears.Theprincipalwastoberedeemedfromthefifteenth
monthofdrawdownbytheinvesteecompany.However,onOctober25,2008,January25,2009,April25,
2009,July25,2009andOctober25,2009i.e.thescheduledredemptiondates,principalredemptionsofRs
34,375thousandwerenotreceivedbytheFund.Themanagementhasrecognizedanimpairmentlossof
Rs110,000thousandtillDecember31,2009.TheminimumamountofprovisionrequiredasperSECP
circularno.010f2009amountstoRs93,042thousand.However,asamatterofprudence,themanagement
hasrecognisedanadditionalamountofprovisionofRs16,958thousandbasedontheprovisioningpolicy
approvedbytheBoardofDirectors.Theincomesuspendedonthesetermfinancecertificatesamountedto
Rs17,162thousand.

Thisrepresentsinvestmentinprivatelyplacedsukukbonds.However,onDecember3,2008,June3,2009
andDecember3,2009i.e.thescheduled redemptiondate,profitredemptionofRs.939thousandwasnot
received by the Fund. Themanagementhasrecognized an impairment loss ofRs3,746thousand
tillDecember31,2009.TheminimumamountofprovisionrequiredasperSECP circularno. 01 of 2009
amountstoRs3,311thousand.However,asamatterofprudence,themanagementhasrecognisedan
additionalamountofprovisionofRs436thousandbasedontheprovisioningpolicyapprovedbytheBoard
of Directors. The income suspended on these term finance certificates amounted to Rs 997
thousand.

Unaudited Audited
December31, June30,
2009 2009

PROFITRECEIVABLE

Profitreceivableonsavingsdeposits 1,236 3,591

Incomeaccruedonsukukbonds 33,368 21,937

Less:Suspendedincome 28,149 14,919
5,219 7,018
6,455 10,609

ACCRUEDEXPENSESANDOTHERLIABILITIES

Auditors'remuneration 5 1
Bankchargespayable 22 54
Payabletobrokers 3 3
Charitypayable 36 216
Printingchargespayable 267 496
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CONTINGENCIESANDCOMMITMENTS
TherewerenocontingenciesandcommitmentsoutstandingasatDecember31,20090rJune30,2009.
TAXATION

TheincomeoftheFundisexemptfromincometaxunderclause99ofPartloftheSecondScheduletothe
IncomeTaxOrdinance,2001,subjecttotheconditionthatnotlessthanninetypercentofitsaccounting
incomefortheyear,asreducedbycapitalgains,whetherrealisedorunrealised,isdistributedamongstthe
unitholders.TheFundintendstodistributesuchaccountingincome,ifany,fortheyearendingJune30,
2010toitsunitholders.Accordingly,notaxliabilityhasbeenrecordedinthe currentperiod.

EARNINGSPERUNIT

Earningsperunit(EPU)fortheperiodendedDecember31,2009hasnotbeendisclosedasintheopinionof
themanagement,determinationofweightedaverageunitsforcalculatingEPUisnotpracticable.

TRANSACTIONSWITHCONNECTEDPERSONS

Connected persons include National Fullerton Asset Management Limitedbeing the Management
Company,CentralDepositoryCompanyofPakistanLimitedbeingtheTrustee,NationalBankofPakistan,
NIBBankLimitedandAlexandraFundManagementPte.Limitedbeingthesponsors,othercollective
investmentschemesmanagedbytheManagementCompany,anyperson,companykeneficiallyowning
directlyorindirectlytenpercentormoreofthecapitaloftheManagementCompanyortheFundand
directorsandkeymanagementpersonneloftheManagementCompany.

Transactionswithconnectedpersonsessentiallycompriseofsaleandrepurchaseofunits,feeonaccount
ofmanagingtheaffairsoftheFund,salesloadandotherchargesanddistributionmadetotheconnected
persons.Thetransactionswithconnectedpersonsareinthenormalcourseofbusiness,atcontractedrates
andattermsdeterminedinaccordancewithmarketrates.

Remunerationandfront-endload payabletotheManagementCompanyisdeterminedinaccordancewith

theprovisionsoftheNBFCRegulationsandtheTrustDeedrespectively.Similarly,remunerationpayableto
theTrusteeisdeterminedinaccordancewiththeprovisionsoftheTrustDeed.

Detailsoftransactionsduringtheperiodwithconnectedpersonsareasfollows:

--------------------- Unaudited ---------------------
Halfyearended Quarterended
December31, December3l, December3l, December3l,
2009 2008 2009 2008

NationalFullertonAssetManagementLimited-

ManagementCompany
Managementremunerationfortheperiod 2,701 6,115 1,042 2,521
Front-endloadfortheperiod 111 652 14 527
CentralDepositoryCompanyofPakistanLimited-Trustee
Remunerationfortheperiod 398 814 177 336
CDSchargesfortheperiod 1 1 - (U]
NationalBankofPakistan-Sponsor
Cashdividend - 3,900 - 1,950
NIBBankLimited-Sponsor
Cashdividend 3,900 - 1,950
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AlexandraFundManagementPte.Limited-Sponsor
Bonusunitsissued(December31,2009:Nilunits;
December31,2008:530,885units)

NAFAlslamicMultiAssetFund
Unitsissued(December31,2009:Nilunits;
December31,2008:7,194,267units)
Unitsredeemed(December31,2009:Nilunits;
December31,2008:7,488,895units)
Bonusunitsissued(December31,2009:Nilunits;
December31,2008:299,202units)
Paymentreceivedforthesaleofsukukbonds

NAFAMultiAssetFund
Unitsissued(December31,2009:Nilunits;
December31,2008:6,737,137units)
Unitsredeemed(December31,2009:3,891,359units;
December31,2008:7,512,417units)
Bonusunitsissued(December31,2009:Nilunits;
December31,2008:361,423units)
Paymentreceivedfromthesaleofsukukbonds

NAFAStockFund
Bonusunitsissued(December31,2009:Nilunits;
December31,2008:904units)

NAFACashFund
Paymentreceivedfromthesaleofsukukbonds

Directorsandkeymanagementpersonnelofthe
ManagementCompany
Unitsissued(December31,2009:214,152units;
December31,2008:380,793units)
Unitsredeemed(December31,2009:837,945units;
December31,2008:416,812units)
Bonusunitsissued(December31,2009:Nilunits;
December31,2008:18,017units)
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--------------------- Unaudited ------------=--mmnnme
Halfyearended Quarterended
December3l, December3l, December3l, December3l,
2009 2008 2009 2008
Rupeesin'000
- 5,371 - 2,720
- 70,000 - 70,000
- 76,622 - -
- 3,025 - 1127
21,175 - 21,175 -
- 70,000 - 70,000
36,920 77,080 - -
- 3,656 - 1,752
134,475 - - -
- 9 - 4
- 25811 - -
1,874 3,462 58 2,568
7,262 4,013 1,116 1,228
- 182 - 68
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Unaudited Audited
asat asat
December31, June30,
2009 2009
--------- Rupeesin'000---------
11.5 Balanceswithconnectedpersonsasatperiodend
NationalFuIIerlonAssetMana%ementLimited-ManagementCompany
Managementremunerationpayable 304 644
Front-endloadpayable 18 527
CentralDepositoryCompanyofPakistanLimited-Trustee
Remunerationpayable 60 86
CDSchargespayable - 3
Securitydeposits 100 100
NationalBankofPakistan-Sponsor
InvestmentheldbytheSponsorintheFund
(7,500,000units;June30,2009:7,500,000units) 52,892 70,552
Balanceincurrentaccount 312 231
NIBBankLimited-Sponsor
InvestmentheldbytheSponsorintheFund
(7,500,000units;June30,2009:7,500,000units) 52,892 70,552
Balanceincurrentaccount 324 2,068
AlexandraFundManagementPte.Limited-Sponsor
InvestmentheldbytheSponsorintheFund
(10,727,646units;June30,2009:10,727,646units) 75,655 100,914
DirectorsandkeymanagementpersonneloftheManagementCompany
InvestmentheldbytheexecutivesintheFund
(8,135units;June30,2009:648,870units) 57 6,104
NAFAMultiAssetFund
InvestmentheldintheFund(Nilunits;June30,2009:3,891,359units) - 36,606
NAFAGovernmentSecuritiesLiquidFund
Payableonaccountofunitstransferredout 34 -

12 DATEOFAUTHORISATIONFORISSUE

ThesecondensedinterimfinancialstatementswereauthorisedforissuebytheBoardofDirectorsofthe
ManagementCompanyonFebruary17,2010.

13 GENERAL

13.1 FigureshavebeenroundedofftothenearestthousandRupeesunlessotherwisestated.

13.2 Corresponding figures have beenrearranged and reclassified, wherenecessary, for thepurpose of
comparison.Therewerenosignificantrearrangementsorreclassificationsexceptasrequiredbecauseof

thechangeinaccountingpolicyasmorefullyexplainedinnote3.1tothesefinancialstatements.

13.2 Thebifurcationofundistributedincomeintorealisedandunrealisedincomeatthebeginningandendofthe
periodasrequiredbytheNBFCRegulationshasnotbeendisclosedassuchbifurcationisnotpracticable

ForNationalFullertonAssetManagementLimited
(ManagementCompany)

ChiefExecutive Chairman
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