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Cash & Other

Assets,

14.71%

GOP Ijara

Sukuk, 2.51%

SUKUK,

82.78%

DIRECTORS' REPORT

Fund's Performance

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

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
NAFAIslamic 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 NAFAIslamic Income Fund as on June 30, 2010 is as follows:

NAFAIslamic Income Fund

Asset Allocation as on June 30, 2010
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Income Distribution

Taxation

Auditors

Directors' Statement in Compliance with Code of Corporate Governance

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.

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.

The present auditors, Messrs A. F. Ferguson & Co., Chartered Accountants, retire and, being eligible, offer
themselves for re-appointment.

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.
Proper books of account of NAFAIslamic Income Fund have been maintained.
Appropriate accounting policies have been consistently applied in preparation of financial
statements.Accounting estimates are based on reasonable and prudent judgment.
International Accounting Standards, as applicable in Pakistan, have been followed in
preparation of financial statements.
The system of internal control is sound in design and has been effectively implemented and
monitored.
There are no significant doubts upon NAFA Islamic Income Fund's ability to continue as a
going concern.
There has been no material departure from the best practices of Corporate Governance, as
detailed in the listing regulations.
Aperformance table/ key financial data is given in this annual report.
Outstanding statutory payments on account of taxes, duties, levies and charges, if any, have
been fully disclosed in the financial statements.
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.
The detailed pattern of unit holding is disclosed in the note 25 to these financial statements.
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.

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

11.

12.
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NAFA Islamic Income Fund

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

Muhammad Hanif Jakhura

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;

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

(iii) 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.

Chief Executive Officer
Central Depository Company of Pakistan Limited
Karachi. September 06, 2010
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STATEMENT OF COMPLIANCE WITH THE BEST PRACTICES OF CODE OF CORPORATE
GOVERNANCE FOR THEYEAR 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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8. 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.

9. 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

10. 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.

11. The Board has approved the appointment of Head of InternalAudit and his terms of employment.

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

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

14. 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”.

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

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

17. 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.

18. 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.

19. 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

NAFAIslamic Income Fund

Investment Objective of the Fund

Benchmark

Fund's Performance Review

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

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.

Average 1-month deposit rate of Islamic banks

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.
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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 NAFAIslamic Income Fund by the size of unit holdings as of June 30,
2010.
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Size of Unit holding (Units) # of Unit Holders

1 - 1000
1001 - 5000

5001 - 10000
10001 - 50000

50001 - 100000
100001 - 500000

1000001 -5000000
5000001 - 1000000

10000001 - 100000000

37
96
33
52

4
6
1
1
1
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Report of the ShariahAdvisor NAFAIslamic Income Fund

Alhamdulillah,

BilalAhmed Qazi For and on behalf of Meezan bank Limited

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

the period from July 1, 2009 to June 30, 2010 was the third year of operations of NAFAIslamic 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 report is to express an opinion on the h Compliance of the Fund's activity.

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

It is the responsibility of the management company of the fund to establish and maintain a system of internal controls to
ensure compliance with the 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 guidelines.

ii. All the provision of the scheme and investment made on account of NIIF by NAFA are
Compliant and 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 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.

________________ ______________________________________

Advisor Shari'ah Technical Services and Support Provider

e f g h i j g
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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 ShariahAdvisor and Shariah Technical Services and Support Provider of the Fund for the
period from July 1, 2009 to June 30, 2010.

It is 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 onAuditing 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 ShariahAdvisor 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

NBP Fullerton Asset Management Limited
NAFA Islamic Income Fund

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

(the Management Company) of 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.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 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 at arm'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.

(Formerly National

Fullerton Asset Management Limited)

A.F. Ferguson & Co.
Chartered Accountants

Dated: September 15, 2010
Karachi.

NAFA Islamic Income Fund

Annual Report

two thousand ten
Page 16



INDEPENDENT AUDITORS' REPORT TO THE UNIT HOLDERS

NAFA Islamic Income Fund

Management Company's responsibility for the financial statements

Auditor's responsibility

Opinion

We have audited the accompanying financial statements of 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.

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.

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.

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.

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.

Other matters

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
AS AT JUNE 30, 2010

Note 2010 2009

ASSETS

Total assets

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

Balances with banks
Investments
Profit receivable
Advances, deposits, prepayments and other receivables
Preliminary expenses and floatation costs

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

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

-----------Number of units-----------

----------------Rupees-----------------

------------Rupees in '000------------

4
5
6
7
8

9
10
11

12

13

14

23,983
172,558

3,857
2,768
1,160

204,326

222
60

212
-

1,522
2,016

202,310

202,310

-

8.9486 9.4069

65,272
440,291

10,609
2,698
1,660

520,530

1,171
89

611
1,052

496
3,419

517,111

517,111

-

22,607,915 54,971,537

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

(Management Company)

ChairmanChief Executive
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For NBP Fullerton Asset Management Limited
(Formerly National Fullerton Asset Management Limited)

(Management Company)

ChairmanChief Executive

INCOME STATEMENT
FOR THE YEAR ENDED JUNE 30, 2010

INCOME

Total Income

EXPENSES

Total Expenses

Net income for the year before taxation

Net income for the year after taxation

Earnings per unit

(Loss) / gain on sale of investments - net
Income from sukuk bonds
Income from spread transactions
Income from term deposit musharika certificates
Profit on bank deposits

Remuneration of the Management Company
Remuneration of the Trustee
Annual fee - Securities and  Exchange Commission of Pakistan
Securities transaction cost
Settlement and bank charges
Annual listing fee
Auditors' remuneration
Amortisation of preliminary expenses and floatation costs
Printing and related cost
Other expenses
Impairment loss on sukuk bonds classified as investments

'available for sale'

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

Provision for workers' welfare fund

Taxation

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

(1,690)
25,229

-
-

6,437
29,976

4,232
746
212

19
212

45
372
500
339
391

44,987
52,055

(22,079)

52,833

(630)

30,124

-

30,124

(3,015)
69,978

18
8,672

11,483
87,136

10,472
1,395

611
28

199
30

385
500
307

19

78,268
92,214

(5,078)

5,839

-

761

-

761

9.1
10.1
11.1

15
8

16

5.4

17

18

19

Note 2010 2009

------------Rupees in '000------------
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Note 2010 2009

------------Rupees in '000------------

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2010

Net income for the year after taxation

Net unrealised (diminution) in market value of investments
classified as 'available for sale'

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

Other comprehensive income / (loss)

Total comprehensive income / (loss) for the year

30,124

(21,497)

8,627

761

(18,138)

(17,377)

5.3

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

(Management Company)

ChairmanChief Executive

NAFA Islamic Income Fund
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DISTRIBUTION STATEMENT
FOR THE YEAR ENDED JUNE 30, 2010

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

(Management Company)

ChairmanChief Executive

Accumulated (loss) / undistributed income brought forward

Distribution:

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

Net income for the year

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

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

Undistributed income / accumulated (loss) carried forward

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

(15,029)

-
-

30,124

-
-

208

15,303

29,760

(12,108)
(10,004)

761

(10,747)
(12,155)

(536)

(15,029)

2010 2009

------------Rupees in '000------------

NAFA Islamic Income Fund
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For NBP Fullerton Asset Management Limited
(Formerly National Fullerton Asset Management Limited)

(Management Company)

ChairmanChief Executive

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

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

Net assets as at the end of the year

STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUND
FOR THE YEAR ENDED JUNE 30, 2010

517,111

64,859

(335,454)
246,516

(52,833)

(208)
(53,041)

(21,497)

(1,690)
31,814

-
-

-
-

30,124

-

-

208

202,310

881,198

1,231,253

(1,549,965)
562,486

(5,839)

536
(5,303)

(18,138)

(3,015)
3,776

(12,108)
(10,004)

(10,747)
(12,155)
(44,253)

12,108

10,747

(536)

517,111

2010 2009

------------Rupees in '000------------

NAFA Islamic Income Fund
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For NBP Fullerton Asset Management Limited
(Formerly National Fullerton Asset Management Limited)

(Management Company)

ChairmanChief Executive

Note 2010 2009

------------Rupees in '000------------

CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2010

CASH FLOW FROM OPERATING ACTIVITIES

Adjustments

(Increase) / decrease in assets

Increase / (decrease) in liabilities

Net cash inflow from operating activities

CASH FLOW FROM FINANCING ACTIVITIES

Net cash outflow on financing activities

Net (decrease) / increase in cash and cash equivalents during the year

Cash and cash equivalents at the end of the year

Net income for the year before taxation

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

Investments
Loans and receivables
Profit receivable
Advances, deposits, prepayments and other receivables

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

Receipts from issue of units
Payments on redemption of units
Distributions paid

Cash and cash equivalents at the beginning of the year

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

30,124

500
44,987

(52,833)
22,778

201,249
-

6,752
(70)

207,931

(949)
(29)

(399)
(1,052)

1,026
(1,403)

229,306

64,859
(335,454)

-
(270,595)

65,272
(41,289)

23,983

761

500
78,268

(5,839)
73,690

9,633
280,000

20,480
2,168

312,281

(83)
(67)
(81)

1,052
56

877

386,848

1,231,253
(1,549,965)

(22,159)
(340,871)

19,295
45,977

65,2724
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Note 2010 2009

------------Rupees in '000------------

4.1
6,239

17,744
23,983

6,558
58,714
65,272

------------Rupees in '000------------

172,558
172,558

440,291
440,291

Name of the investee company As at
July 1,
2009

Purchases
during the

year

Sales
during

the year

As at
June 30,

2010

Market
value

Market
value as a
percentage

of net
assets

Market
value as a
percentage

of total
investment

Percentage
of  issue
size of

sukuk held

Number of bonds

Engro Fertilizer Limited
Eden Building Limited
Eden Housing Limited
Kohat Cement Company Limited
Maple Leaf Cement Factory Limited (note 5.1.3.1)
Maple Leaf Cement Factory Limited -Sukuk II (note 5.1.3.2)
New Allied Electronics Industries (Private)

Limited-1st issue (note 5.1.3.3)
New Allied Electronics Industries (Private)

Limited-2nd issue (note 5.1.3.4)
Pak Elektron Limited
Government of Pakistan Ijara bond
Total - June 30,2010

Carrying value of investments as at June 30, 2010

Impairment loss / (gain)

(Rupees in '000)

16,000
3,312

10,000
20,000
20,000

-

352,000

1,000
15,000

50
437,362

-
-
-
-
-

199

-

-
-
-

199

5,000
3,312

10,000
-

14,688
-

-

-
8,000

-
41,000

11,000
-
-

20,000
5,312

199

352,000

1,000
7,000

50
396,561

53,900
-
-

72,450
19,289

-

-

-
21,838

5,081
172,558

317,310

123,255

26.64%
-
-

35.81%
9.53%

-

-

0.00%
10.79%

2.51%
85.28%

31.24%
-
-

41.99%
11.18%

-

-

0.00%
12.66%

2.94%
100.00%

1.83%
-
-

4.00%
0.33%

-

18.33%

0.67%
2.92%
0.08%

28.16%

§ ¨ © ¨ ©

§ ¨ © ¨ ª

§ ¨ © ¨ «

§ ¨ © ¨ « ¨ ©

§ ¨ © ¨ « ¨ ª
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8.1
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(144,752)
123,255
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44,987

123,255
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3,857

2,500
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1,660
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-
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-
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385

-
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° ª ± ² ª ³ « ª ± ² ´

Name of non-compliant
investment

Value of
investment

after
provision

Percentage
of net
assets

Percentage
of gross
assets

µ ¶¸· ¹ º » ¹ ¼ ½ ¼ ¾ ¹ ¿ À ¹ º »
µ ¼ º Á ¿ Â Ã ¾ ¼ Á º Ä Å ¼ Æ Á ¾ Ç È É Ê ¶

µ µ ¶ÌË ¼ Í ¾ º Á Ã ¾ ¼ Á µ ¼ ½ ¾ Î Á
º ¾ À Â ¿ µ Á µ ¾ º Ä Å ¼ Æ Á ¾ Ç È É Ç ¶

------------------------- Rupees in '000-------------------------

23,983

110,000

5,000

26,548

72,450

-

110,000

5,000

7,259

-

23,983

-

-

19,289

72,450

11.85%

-

-

9.53%

35.81%

11.74%

-

-

9.44%

35.46%

Type of investment
Provision

held, if any

Value of
investment

before
provision

Ï Ð Ñ Ò Ó Ó Ð Ñ Ó Ô Õ Ñ Ö Ð × Ø Ù Ú

Ò ÛÜÏ Ð Ý Þ ß ß à Ð Ú á ß Ð â Ñ ã Ô Ù à â Ó ä å Ø æ Ø æ ä ç Ó Ñ
à Ó Ó Ø Ð

è ÛÜÏ Ð Ý Þ ß ß à Ð Ú á ß Ð â Ñ ã Ô Ù à â Ó ä å Ø æ Ø æ ä é Ù Ú
à Ó Ó Ø Ð

â Ûëê Ò ì ß Ð í Ð Ò Õ î Ð ï Ð Ù Ñ × Ò â Ñ Ô ã ð í à ï à Ñ Ð Ú ä
å Ø æ Ø æ

Ú ÛÜñ Ô Ö Ò Ñ î Ð ï Ð Ù Ñ î Ô ï ì Ò Ù ð í à ï à Ñ Ð Ú ä
å Ø æ Ø æ
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ò ó

ò ô

ò õ

ö ÷

-----------Rupees in '000-----------

615
15

630
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--------------------------As at June 30, 2010--------------------------

Loans and
receivables

(Rupees in '000)

Assets at
fair value
through

profit or loss

Available
for sale

Total

7 8 8 9 : 8

; < = < > ? @ A B C D E F < > G A
H > I @ A D J @ > D A
K L M N C D L @ ? @ C I < F = @
O @ P M A C D A < > Q M D E @ L L @ ? @ C I < F = @ A

172,558

-
172,558

-

-
-

23,983
-

3,857
2,685

30,525

23,983
172,558

3,857
2,685

203,083

---------------As at June 30, 2010----------------

(Rupees in '000)

Liabilities at
fair value
through

profit or loss

Other
financial
liabilities

Total

R S T U S V S W S X Y

Z [ \ [ ] ^ _ ` a ` b _ c [ d [ e _ f _ d ` g a f h [ d \
Z [ \ [ ] ^ _ ` a ` b _ i j k l ` _ _
m n n j k _ o _ p h _ d l _ l [ d o a ` b _ j ^ q [ ] q ^ q ` q _ l

222
60

888
1,170

-
-
-
-

222
60

888
1,170

--------------------------As at June 30, 2009--------------------------

Loans and
receivables

(Rupees in '000)

Assets at
fair value
through

profit or loss

Available
for sale

Total

r s s t u s

v w x w y z { | } ~ � � � w y � |
� y � { | � � { y � |
� � � � ~ � � { z { ~ � w � x {
� { � � | ~ � | w y � � � � { � � { z { ~ � w � x { |

-
440,291

-
440,291

-
-

-
-

65,272
-

10,609
2,600

78,481

65,272
440,291

10,609
2,600

518,772

---------------As at June 30, 2009----------------

(Rupees in '000)

Liabilities at
fair value
through

profit or loss

Other
financial
liabilities

Total

� � � � � � � � � � �

� � � � � � � � � � � � � � � �   � ¡ � � � ¢ � ¡ £ � � �
� � � � � � � � � � � � ¤ ¥ ¦ § � � �
� � � � � � � � � ¥ � ¨ � ¡ £ � © � � � ª ¦ � © � §
« ¬ ¬ ¥ ¦ � ¨ �  £ � � § � § � � ¨ � � � � ¥ � © � � © � © � © � §

1,171
89

1,052
496

2,808

-
-
-
-
-

1,171
89

1,052
496

2,808
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® ®°¯ ± ² ³ ´ ² µ ¯ ¶ · ³ ´ ¸ ¶ ¯ ¹ µ · ³ ³ º µ ¯ º » ¼ º ± ´ · ³ ´

® ® ½ ¾

® ® ½ ®

® ® ½ ¿

® ® ½ À

® ® ½ Á

® ® ½ ÂÃ» Ä Å Æ Ç È É Ê Ë Å Ì Ä Å Í Æ Î É Æ Ï Å Ç Ê Î É Ð Ç Å Ì Ï Ê Î Î Ä Ï Å Ä Ñ Ò Ä Í É Ê Î É Æ Í Ä Æ É Ë Ê È È Ê Ð É Ó

Ô Õ Ö Ö × Ø Ù × Ú Û × Ü Ý Õ Ö Ý Þ Ö Ø ß à Ú × á â ã ä à ß ß × Ü Ù Õ Ö å Ý Ý × Ù æ ç Ö ç è × é × Ö Ù ê Þ é Þ Ù × Ú ë á å ä å ì ë ä Õ Ü é × Ü ß í á ç Ù Þ Õ Ö ç ß ä à ß ß × Ü Ù Õ Ö å Ý Ý × Ù æ ç Ö ç è × é × Ö Ù ê Þ é Þ Ù × Ú ì
î × Þ Ö è Ù ï × æ ç Ö ç è × é × Ö Ù Ô Õ é Û ç Ö í ð Ô × Ö Ù Ü ç ß ñ × Û Õ Ý Þ Ù Õ Ü í Ô Õ é Û ç Ö í Õ ò ã ç ó Þ Ý Ù ç Ö ê Þ é Þ Ù × Ú î × Þ Ö è Ù ï × ô Ü à Ý Ù × × ð á õ â â ç Ö ó ê Þ é Þ Ù × Ú ë á õ â ì ë Ù Þ ß ß æ ç Ü Ø ï ö ÷ ð
ø ù ÷ ù ì ð á ç Ù Þ Õ Ö ç ß â ç Ö ó Õ ò ã ç ó Þ Ý Ù ç Ö ë á â ã ì ç Ö Ú å ß × ú ç Ö Ú Ü ç ä à Ö Ú æ ç Ö ç è × é × Ö Ù ã Ù × û ê Þ é Þ Ù × Ú î × Þ Ö è Ù ï × Ý Û Õ Ö Ý Õ Ü Ý ð Õ Ù ï × Ü Ø Õ ß ß × Ø Ù Þ ü × Þ Ö ü × Ý Ù é × Ö Ù
Ý Ø ï × é × Ý é ç Ö ç è × Ú î í Ù ï × æ ç Ö ç è × é × Ö Ù Ô Õ é Û ç Ö í ç Ö Ú Ú Þ Ü × Ø Ù Õ Ü Ý ç Ö Ú Õ ò ò Þ Ø × Ü Ý Õ ò Ù ï × æ ç Ö ç è × é × Ö Ù Ô Õ é Û ç Ö í û

ý Ö æ ç Ü Ø ï ö ÷ ð ø ù ÷ ù ð á õ â ï ç Ý Ý Õ ß Ú Õ à Ù Þ Ù Ý Ý ï ç Ü × ï Õ ß Ú Þ Ö è Õ ò á å ä å Ù Õ á â ã û å Ø Ø Õ Ü Ú Þ Ö è ß í ð Ù ï × Ü × ç ò Ù × Ü á õ â Þ Ý Ö Õ ß Õ Ö è × Ü ç Ø Õ Ö Ö × Ø Ù × Ú Û × Ü Ý Õ Ö ò Õ Ü á å ä å û

ô ï × Ù Ü ç Ö Ý ç Ø Ù Þ Õ Ö Ý þ Þ Ù ï Ø Õ Ö Ö × Ø Ù × Ú Û × Ü Ý Õ Ö Ý ç Ü × Þ Ö Ù ï × Ö Õ Ü é ç ß Ø Õ à Ü Ý × Õ ò î à Ý Þ Ö × Ý Ý ð ç Ù Ø Õ Ö Ù Ü ç Ø Ù × Ú Ü ç Ù × Ý ç Ö Ú Ù × Ü é Ý Ú × Ù × Ü é Þ Ö × Ú Þ Ö ç Ø Ø Õ Ü Ú ç Ö Ø × þ Þ Ù ï
é ç Ü ó × Ù Ü ç Ù × Ý û

ÿ × é à Ö × Ü ç Ù Þ Õ Ö ç Ö Ú ò Ü Õ Ö Ù � × Ö Ú ß Õ ç Ú Û ç í ç î ß × Ù Õ Ù ï × æ ç Ö ç è × é × Ö Ù Ô Õ é Û ç Ö í Þ Ý Ú × Ù × Ü é Þ Ö × Ú Þ Ö ç Ø Ø Õ Ü Ú ç Ö Ø × þ Þ Ù ï Ù ï × Û Ü Õ ü Þ Ý Þ Õ Ö Ý Õ ò Ù ï × á â ä Ô
ÿ × è à ß ç Ù Þ Õ Ö Ý ç Ö Ú Ù ï × ô Ü à Ý Ù ñ × × Ú Ü × Ý Û × Ø Ù Þ ü × ß í û

ÿ × é à Ö × Ü ç Ù Þ Õ Ö Û ç í ç î ß × Ù Õ Ù ï × ô Ü à Ý Ù × × Þ Ý Ú × Ù × Ü é Þ Ö × Ú Þ Ö ç Ø Ø Õ Ü Ú ç Ö Ø × þ Þ Ù ï Ù ï × Û Ü Õ ü Þ Ý Þ Õ Ö Ý Õ ò Ù ï × á â ä Ô ÿ × è à ß ç Ù Þ Õ Ö Ý ç Ö Ú Ù ï × ô Ü à Ý Ù ñ × × Ú û

4,232
118

746
5

-

-

1,864
3,401

-
-

-
-

21,175

-
36,920

134,475

-

-

10,472
2,404

1,395
4

3,900
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460
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70,000
141,894

-

70,000
104,864

-

164

25,811

2010 2009

------------Rupees in '000------------
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67,115
3,483

95,997
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-

644
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70,552
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100,914

6,104

36,606

2010 2009

------------Rupees in '000------------
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MBA / Doctorate in Business Administration / CFA
CFA / MBA Finance

CFA / MBA
CFA / MBA

CFA / EMBA
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10
11
13
14

-----------------------------------------As at June 30, 2010 -----------------------------------------
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Particulars Percentage
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46.93%
45.75%
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As at June 30, 2010

Number of
unit holders

Percentage
investment

s t u v w v u x y z {
| { { } ~ v y � � u ~ } � � y t v � { � � v � � ~ � } � {
s t { x � y t ~ � ~ } � � y t v � {
� y t � � � � s {
� � � � {
� � � v � � � � t � � x t u {
� x � z v ~ � v � v � � u ~ } � � y t v � {
� � � � � {

Investment
amount

Category

8.68%
80.62%

0.00%
6.63%
0.00%
2.93%
1.14%
0.00%

100.00%

17,536
163,112

-
13,423

-
5,923
2,316

-
202,310

218
2
-
1
-
6
4
-

231

� ��� � � � � � � � � � � � � � �   ¡ � � ¢

As at June 30, 2009

Number of
unit holders

Percentage
investment

£ ¤ ¥ ¦ § ¦ ¥ ¨ © ª «
¬ « «  ® ¦ © ¯ ° ¥ ®  ± ² © ¤ ¦ ° « ³ ´ ¦ µ ° ® ¯  µ «
£ ¤ « ¨ µ © ¤ ® ° ®  ± ² © ¤ ¦ ° «
¶ © ¤ · ³ ´ ¸ £ «
¹ ¶ ¸ º «
» ° ¯ ¦ µ ° ± ° ¤ ¯ ¼ ¨ ¤ ¥ «
½ ¨ ¾ ª ¦ ® ¿ ¦ ± ¦ ¯ ° ¥ ®  ± ² © ¤ ¦ ° «
À ¯ Á ° µ «

Investment
amount

Category

30.32%
53.88%

-
4.55%
0.00%
2.05%
3.33%
5.87%

100.00%

156,785
278,623

-
23,517

-
10,592
17,205
30,389

517,111

539
4
-
2
-

11
7
7

570
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Held
Leave

granted
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 � � '  �  � � ( � �  � " � �
)  * � � " � � � � � %   +
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Attended
Name of Director

1
-
2
-
2
1
-
-

1
5
3
5
3
2
5
5

2
5
5
5
5
3
5
5

Number of meetings

Meetings not attended

23rd meeting

23rd & 26th meeting

24th & 26th meeting
25th meeting
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--------------------------As at June 30, 2010--------------------------

------------------------------------- (Rupees in '000) --------------------------------------
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Ò Ý Ý Ô Õ Ö × Ö Ó Ø Ù Ú Û Ù Ù Ü Ý Þ Ó Ö Ó Ø Þ Ö × Þ Ó Ú Ü ß à á Ù Ó Ü Ú
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-
172,558

-
-

172,558

-
-
-
-

172,558

-

-

-
-
-
-
-

-
-
-
-
-

-

-

17,744
-
-
-

17,744

-
-
-
-

17,744

-

-

6,239
-

3,857
2,685

12,781

222
60

903
1,185

11,596

-

-

Upto three
months

Over three
months and

upto one year

Over
one year

Not exposed
to yield

/ interest
rate risk

Effective
Interest
Rate (in

percentage)

Total

Exposed to Yield / Interest risk

23,983
172,558

3,857
2,685

203,083

222
60

903
1,185

201,898

-

-

5.00 - 12.50
12.12-17.48

%
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--------------------------As at June 30, 2009--------------------------

------------------------------------- (Rupees in '000) --------------------------------------
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-
-
-
-
-
-

-
-
-
-
-
-

-

-

-
223,342

-
-
-

223,342

-
-
-
-
-

223,342

-

-

58,714
216,949

-
-
-

275,663

-
-
-
-
-

275,663

-

-

6,558
-
-

10,609
2,600

19,767

1,171
89

1,052
496

2,808
16,959

-

-

Upto three
months

Over three
months and

upto one year

Over
one year

Not exposed
to yield

/ interest
rate risk

Effective
Interest
Rate (in

percentage)

Total

Exposed to Yield / Interest risk

65,272
440,291

-
10,609

2,600
518,772

1,171
89

1,052
496

2,808
515,964

-

-

5.00 - 15.60
11.76-17.74

9.5

%
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� x p � � x
� � y �
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e ^ � ` ^ [ o

2010

2010

13.07%
0.49%

16.90%
69.54%

2.94%
31.24%
12.66%
0.00%

10.77%
42.39%

2009

2009

11.33%
0.60%
0.95%

87.12%

-
36.23%
50.73%
30.91%
30.55%
1.14%
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--------------------------As at June 30, 2010--------------------------

Over
one year

(Rupees in '000)

Upto three
months

Over three
months

and upto
one year

Total

Ç È É Ê È Ë È Ì È Í Î
Ï Ð Ñ Ð Ò Ó Ô Õ Ö Õ × Ô Ø Ð Ù Ð Ú Ô Û Ô Ù Õ Ü Ö Û Ý Ð Ù Ñ
Ï Ð Ñ Ð Ò Ó Ô Õ Ö Õ × Ô Þ ß à á Õ Ô Ôâ ã ã ß à Ô ä Ô å Ý Ô Ù á Ô á Ð Ù ä Ö Õ × Ô ß Ó æ Ð Ò æ Ó æ Õ æ Ô á

-
-
-
-

222
60

903
1,185

222
60

903
1,185

-
-

-

--------------------------As at June 30, 2009--------------------------

Over
one year

(Rupees in '000)

Upto three
months

Over three
months

and upto
one year

Total

ç è é ê è ë è ì è í î
ï ð ñ ð ò ó ô õ ö õ ÷ ô ø ð ù ð ú ô û ô ù õ ü ö û ý ð ù ñ
ï ð ñ ð ò ó ô õ ö õ ÷ ô þ ÿ � � õ ô ô
ï ð ñ ð ò ó ô ö ù ÿ ô � ô û ý õ � ö ù ö � � ù � õ �
� � � ÿ � ô � ô � ý ô ù � ô � ð ù � ö õ ÷ ô ÿ ó � ð ò � ó � õ � ô �

-
-
-
-
-

1,171
89

1,052
496

2,808

1,171
89

1,052
496

2,808

-
-
-
-
-
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--------------------------As at June 30, 2010--------------------------

(Rupees in '000)

Level 1

H I I J K I

L M N O P Q R O M Q S M P O T U V S Q S O P W X N X S Y X Z Y O [ \ V P X Y O
19,289148,1885,081 172,558

Level 2 Level 3 Total
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For NBP Fullerton Asset Management Limited
(Formerly National Fullerton Asset Management Limited)

(Management Company)

ChairmanChief Executive
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PERFORMANCE TABLE

For the period from
September 17, 2007

to June 30, 2008

For the year ended
June 30, 2009

For the year ended
June 30, 2010

Particulars

Net assets at the year / period ended (Rs '000)
Net income for the year / period ended (Rs '000)
Net Asset Value per unit at the year / period ended (Rs)
Offer Price per unit
Redemption Price per unit
Highest offer price per unit (Rs)
Lowest offer price per unit (Rs)
Highest redemption price per unit (Rs)
Lowest redemption price per unit (Rs)

Total return of the fund
Capital gowth
Income distribution

Interim distribution per unit
Final distribution per unit

Interim
Final

Average annual return of the fund (launch date October 29, 2007)
(Since inception to June 30, 2010)
(Since inception to June 30, 2009)
(Since inception to June 30, 2008)

Portfolio Composition ( Please see Fund Manager Report)

Weighted average portfolio duration

Distribution

Distrubution Dates

202,310
30,124
7.7492
7.8267
7.7492
8.3212
6.1080
8.2388
6.0475

-4.87%
-17.62%
12.75%

-
1.1994

-
5-Jul-10

-1.52%

66 days

517,111
761

9.4069
9.5010
9.4069

10.2404
8.6724

10.1390
8.5865

-4.41%
-7.01%
2.60%

0.2600
-

16-Oct-08
-

0.54%

2 years

881,198
52,848

10.0932
10.1967
10.0932
10.0082

9.6471
9.9046
9.5407

5.53%
0.93%
4.60%

0.2000
0.2600

15-Apr-08
3-Jul-08

8.37%

2 years
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