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INDEPENDENT AUDITORS' REPORT TO THE UNIT HOLDERS s
REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of First Hablb Income Fund (the Fund), which
tomprise the statement of assets and Hadliities as at 30 June 2012 and the related statements of
income, comprehensive income, distribution, cash flows and movement in unlt holders” fund far the year
then ended, and a summary of significant accounting policies and ather explanatory notes,

s for the financial
The Management Company of the Fund is far the and Tair pi of these
fnancial in with the regs of the Trust Deed, the Non-Banking Finance
LY nd ion} Rules, 2003 (the MEFC Rules), the Hon-Banking Finance

a
Companles and Motified Entitles Requlations 2008 (the NBFC Requiations) and apgroved accounting
standards as applicable in Paklstan. This responsibility Inciudes: designing, implomenting and maintaining

Internal conteel refevant to the preparation and fair of financial that are free
from material misstatement, whether due to fraud or error; selecting and applying appropriate

- accounting palicies; and making accounting esti that are in tha
Auditors* responsiollity

Gur responsibllity 14 to express an opinlon on these financial statements based on our audit. We

our audit in with auditing as in Pakistan, Those standards
require that we comply with ethical requirements and plan and perform the audit to abtaln reasonable
assurance whether the financial statements are free fram material misstatement,

An audit invalves performing procedures to obtain audit evidence about the amounts and disciosures In
the financial The sebocted depend on the suditors’ judgment, Including the
assessinent of the risks of material misstatemant of the financial statements, whether due to fraud ar
errar, In making those risk assessments, the auditar considers internal controf relevant to the antity's
preparation and fair of the financial In order to design sudit procedures that are
epprapriate In the circumstances, but not for the purpose of exprassing an opinlan an the affectiveness
of the entity's Internal control, An audit also includes evaluating the appeepriatencss of accounting
podicles used and the of i timates made by as well as
evaluating the overall presentation of the financlal statements,

We believe that the audit evidence we h. biained is sufficient and to provide a basis for
our sudit opinion,

Opinlon

In cur apinion, the financial statements give a true and fair view of the state of the Fund's atfalrs as at 30
June 2012 and of its Tinancial performance, cash flaws and transactions for the yaar then ended in
accordance with appraved accaunting standards as applicatle In Fakistan,

Other matters

The linancial statements of the Fund far the year ended 30 June 2011 were audited by anathar firm of
Chartered Accountants, whose report dated § October 2011 exprossed an ungualified opinion thereon.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

In aur eginion, the financial statements have been prepared in accordance with the refevant pravislons of
the Trust Deed, NBFC Rules and NBFC Requlations, 2008,

Gt A Fon A

Chartered Accountants

Audit Engagemant Partner: Omer Chughtai
26 Septamber 2012
Karachi

A mermiser S el Ernal & Fousg Global Linited



First Habib Income Fund
Statement of Assets and Liabilities
As ar 30 e 2002

Assels

Bank balances

Investments

Income receivable

Depesits

Preliminary expenses and floatation costs
Total assets

Linbilities

TPayable to Habib Assel Management Limited -
Managenent Company

Payable to Central Depository Company of Pakistan Limited -

Trustee
Payuble to Securities and Exch (& pssion of Pakistan
Provision for Workers' Welfare Fund
Accrued expenses and other liabilities
Total liabilities

Net assets

Unit holders’ fumds (as per statement attached)

Number of units in issue

Net asset value per unit

page LN

13
14
15
16

The annexed notes | to 31 form an integral part of these financial statements,

For Habib Asset Management Limited
/ (Management Company)

Chief Executive
Page |

nz

2011

{Rupees in '000)

210,334 10,598
817456 1,250,752
3,673 334
3,104 2,600
PRV . T .. ]
1,034,567 1,264,765
1,579 1,713
145 168
998 1,303
11,851 9246
Y08 372
15,484 13,302
1019083 12251 463
1,019,083 1!2513463

{(Nomber of Units)

7 10,089,836 12141891

(Rupees)

101.00

03,07



First Habib Income Fund
Income Statement

Far the year ended 30 June 2012
Nare w2 2011
{Rupees in "#00)

Income

Frafit om bank depasits 8 9,554 14,972
Incame from term finance certificates 6,508 21,206
Income froen government securitics 151,548 188,013
Imvcome (roen clean placements 526 L7

Mt logs on investments designated & Gudr value throuph profit or less

= Met capitnl gain / {Jozs) on sale of mvestments classified as held for
tradicg 178 1984}
- Net unrealised Joss on revaduation of investments classified as held
For trading (7,157
(8,141)
Totsl lmcome FIEFF
Expenses
Remumeration of Habib Asse Management Limited -

Management Company ! 19,954 26,064
Sales tax on management fre 22 3,193 .
Remuneration of Central Depositury Company of Pakistan Limised -

Trasiee 131 1,981 2,548
Ansul fee to Securities and Eachange Comission of Fakistan " 98 1303
Erakemage expense 138 411
Seatbemsent i bunk changes 47 315
Annual listing fee 40 40
Audiors remuneration i 355 kL
Ameetisation of preliminary expenses snd floatation cosls I 481 524
Pravision for Workers' Welfare Fund i5 1,605 3,308
Mustual fund rating fee 175 175
Lagal expenses 4 ]
Prinling charges 5 w0
Frovisicn sgsinst debt securities S61E 1291
Total expenses 36,034 37,550
Net income from eperating activities 130,468 179,677
Met element of loss and capital boss included in prices of units

Issniead less those in umits redesmed 2821y (H7.730)
et incoms for the year 137,647 161,947
Earnings per unit 20

Thee annexed pates | 10 31 form an inlegral part of these Anancial staterments.

« For Habib Asset Management Limited
_1/ {Management Company)

Chiefl Executive




First Habib Income Fund
St of Comprehensive Income
For the year ended 30 June 2012

012 2011
(Rupees in "000)
Net income for the year 127,647 161,947
Other comprehensive income for the year = A
Total comprehensive income for the year 127,647 161,947

The annexed notes 1 to 31 form an integral pant of these financial statements.
e
For Habib Asset Management Limited
(Management Company)

e Ly

" L /-

Chief Execntive Director
P

Page 3



First Habib Income Fund
Distribution Statement
Far the year ended 30 Jume 2012

2018
{Rupees in '000)
Undistributed ineome as at | July (Realised) M £

Accumulated bosses 85 o1 | July (Un-realized) (6.776) (25,855)
1281 41,556

et iecome for the year 127647 161,947
Firal cash dividend foe class ‘C* umil hulders 68 R, 285 pec unil and

bonus unils @ 249930 for class A’ aed ‘B unit holders for every 100 unds

harkd a8 30 hame 2010 3 (41,340

Intezim cash dividznd for class 'O unit holdess i@ Ks. 2250~ per unit and
‘hoaus units (@ 2.2457/- for clees "A” and "B unit holders for every 100 units
beeld & ml 06 October 20141 - {41 366)

Tnterion cash dividend for class 7 unit hobders (8 Re. 26 per unit and
s s ) 2996890 for class “A" and ‘5 unit bobders for every 100 units
el s at (4 Jamsary 201 1 - 118

dend for class ' @ Ra 265 per mit and
mm@zsm' for chass *A" and "B uni iedders fo every 100 units
et aa at 12 Aqrd 201§ - (42716)

Fieal cash dividend for chiss 'C' ot bulders 6§ Rs. 3,00 per unit and
Tonits units (5 20079 foe class ‘A’ and "B’ wedt halders for every 100 units
heid a5 m 30 June 2011 (420} *

Interim cash dividend far class 'C unil holders (@ Rs. 2,70 per unt and
Sonus units € 26476 For class 'A” nord ‘B it holders for every 100 units
Beld 25 a1 06 Cetaber 2011 (39,454) .

It ish dividend for class °C unit helders @ Rs. 2704 pes unit and
‘hosus unils @ 2. 6910 for s A" and B unit holders for every 100 wmits
il a3t 09 Jimnsary 2012 (an,362) .

Interin cassh dividend for class 'C” unit hobders @ Rs. 225/ per it and
boms smits @ 22453 for class A" and 'B unit hoiders for gvery 140 units
hedd as a O Aprll 2012 25.267) -

Interim cash dividend For class 'C it halders @ R, 1,63/~ per it and
bonus units @ 6494/ for class 14" snd "B’ unst hakders foe every 100 unils
huchd s o 28 April 2012 (r.292) +

Tnterim eash dividend P ¢lass ‘C*wnit holdecs @ R, 0700 per unit aod
it units G5 06993 for elass ‘A’ end D' wmit holders for every 100 units
held 25 ot 26 hay 2012

Undistributed incose earried formard

Uradisiributed income as &t 10 Jume (Realized)

Accunulated Insses as & 20 June (Un-realized)

Unidistributed income earried forward

The e noes | to 31 fors an integral past of these: ﬁnmiw

For Habib Asset Mibsgement Limited
/ {Management Cospany)
~
-.—"'! Page 4

Chiief Exseutive




First Habil lncome Fund
Seatement of Movement i Unit Folders' Funds
Foe the s gl 1 une J612
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First Habib Income Fund
Cash Flow Statement
Far the year ended 30 June 2012

CASH FLOW FROM OPERATING ACTIVITIES
Net income for the year

Adjustments for non-cash items
Unrealised loss an revaluation of investments classified as hekd for tradiag
Pravisive sgainst debt ith d Certif r
Warkers' Welfase Fund
Met element of loss and capital luss inchuded in prices of units issued
tess thost n units redeemesd
Amsariisation of preliminary expenses and foatation coss

Decrease { (inerense) in nssets

Invesiments.

Centificate of Invesiments and deposits
Inceeng receivanle

Security deposits and other recelvables

Inerense / (decrease} In linbilities
Payable to Hahib Asset Management Limited - Managetaent Campany
Payable 10 Central Depasitory Company of Pakistan Limited - Trustee
Payabie i Securdics and Exchanpe Commission of Pakistan

Payabie against redemption of uniis

Acerued expenses and other liabilitics

Net cush inflow from operating activities
CASH FLOW FROM FINANCING ACTIVITIES

et payments froen sabe and redempiion of units

Lyividend paid durisg the year
et Increase | . in cash and cash equivalents during the yer
Cash and cush equivalents at beginaing of he year

Cash and cash equivalents at the end of the year
Cagh and cash equivalents at the end of the year comprise of :

Cash a1 bank - saving sccount
“Term depasit recsipls

The annesed mates 110 31 form an integeal part of these financial staem,

For Habil: Axset Management Limited

{Management Company)
-s/

Chief Execulive Pagnt

2 011
(Rupees in 000}

127,647 161,947

1713 7,157
5618 2,291
2,605 3,305

1821

424.\;‘5
@
S04]

411022

{134}
20
(305)

36

562,584 569,428

[264,823) (540,507}
(78,025) (83,070}
199,736 (54,248}

10,595 44,847

210334 10598

10,334 10,59%

FITE



First Habib Income Fund
Motes to the Financial Statements
For the yrar ended 30 fune 3012

LEGAL STATUS AND NATURE OF BUSINESS

First Hahib Income Fund (the '"Fund”) was established under & Trust Deed executed betwoen Habin Asset
Managsment Limited (HAML) s Management Comgany and Central Depository Company of Pakistan Limited
{CDC) 18 Trestes. The Trust Doed wns executed on 6 September 2006 and was apgeoved by the Sevurities and
Exchange Commlssion of Pakistan (SECP] on 1 Augusl 2006 ander Rule 67 of the Nan-Banking Finance
Companics (Esteblishmest and Regulatios) Rules, 2003 (NOFC Rules)

The Managersent Cotgany of the Fund bas been lieensed 50 undertake Asset Management Services & Non Banking
Fizance Company wndes the NBFC Rules by the SECF, The mgistered office of the Managssvent Compny is
sibsated at Insperinl Court Building, Dr. Ziauddin Ahmed Rosd Karschs, Pakistan.

The Fund is an cpen-gied mutual fand and & lisied on the Labars Siock Exchange. Units are offered for public
subscription on a continuous hass. Units are transfersble and can be rdeemed by sumendering them 1o the Fund al
e uption of the unit hobder,

The Famdl has bees formed to provide reasonable rate of return comslsicnt with roasomsable concern for safety of
peincipal amount %o 1he anit halders, wlang with faziliey to join o leave the fund at their sosvenience. The
management tesm woubd seek 10 enhance rebams throngh active portflio ing elficiency kls.

Pakistan Credit Rating Apency (FACRA} has mssigned assel mangement rating of 'AM3 «' and "AA-(EY 10 the
Company end the vty

he Fand invests in & diversified portfolio of fen fieance cestificales, govemeent securitics, corparaie debt
securiles, cestificales of investments, ferm deposil reesipts, continaous funding system and other maney markes
instruments (including the clean “The Fund hea been categarised s i L

Tille af the assets of the Fund are held in the name of CDC a8 8 trustes of the Fund,
STATEMENT OF COMPLIANCE

Thest fisancial stmiememis have been prepaned in acevrdanee with epproved aceounsing standards as agglicable in
Pakistan. Appraved accounting standards eomprise of such Inlemational Financial Reporting Standards (IFR)
issaed by the Tnteraetional Accounting Standsds Board as are notified under the Companies Ondinance, 1984,
provisicns af and directives issued uoder the Companies Ordinance, 1989, requirements of Trust Dieed, requirements
of Man Banking Finance Companies (Establishment and Regulation) Rules, 2001 and Non-Banking Finance
Comupanies and Notified Entities Regulations, 008, In case, requirements differ, the peovisims and drective of

5 Ordinznca 1964, the reqairements of Trust deed, Mon Basiking Frunee Companies (Estabfishment and
Regulation) Rakes, 2003 and Mon-Hankizg Finance Compiaies and Notified Extitses Regilations, 1008 shall prevail

BASIS OF MEASUREMENT

“These financial statements have besn prepared under the historical cost convestion except for investments and
durivarives which are accounted foe s stated in poses 4.2 and 4.3,

These fmancial statements have heen preseuted i Pakistan Rupees which i the fanctional and preseniation currency

e o

Page T



SIGNIFICANT ACCOUNTING POLICIES

The accoursing palicies adopeed in the pregsention of these financial statemens have been consstently applied
wnenpl &5 descrived innotes 4.1 and 4.7

New and amended standards and interpretations.

During the year, following i and i 0 the acooenting sandards hecame
wlleetive:

- [FRS 7 - Financial Instruments: Discloseres (Amendment)
= [AS 24 — Rebated Pacty Disclosures (Revised)
- IFRIC 14 - Prepay ‘a Mininvam Funding

In May 2010, International Asonummg Slnndm\k Dmrd {IASE) imred evendments to various slandands primarily
with a view 1o remaving { g wanding. Tisted below:

[FRS 7 - Financisl lsstruments: 1)isclosures - Clarification af disclosures

A% | — Pressntation of Financial Sratements - Clarification of statemenl of shanges in equity
[AS 34 - Interim Finmcial Reporting - Significant events and transsctions

TFRIC 13 - Customer Loyalty Programmes - Fair valus of awied eredits

The adepeion of the above standards, sons and didd nuot have any mmenal effect
an the finamcial statements of the Fund.

Financisl inyiruments
The Fund classifles izs finmncial instruments in the fllowieg cntegesies:
) Fimancial irestruments ot fate volue dhrongh profit or foss

An inseroment is classified at Fair valuc through profit or loss i it s beld-for-trading or is desipnated & sach
upon inltal recogeition. Financial imstruments are desipnated at fair value through profit or los if the Fund
manages such mvestmesds and makes purchase and sale decisions based on their fair value ie sccordance wilth
the Fund's documented risk management ar investment strategy.

Finasclal nasels which are ncquired principally for the purpose 0f genemting profit fram shorl ¥z prics
uctustion or are part of the portiolia in which there s recent actusl pastem of shar term prafi laking s
classified as bed fior irading or  derivative.
Finncial instruments at Tair value throagh profit ar loss are measared # Gair value, sod changes therein e
recognised in Income Statement,

bl Available-fie-sale

Available for sale finencial assets ane pos-dierivative that are either designated & this category or nol classified
i any ather categary.

©) Lo and recetvables originated by the enterprise

Loans and recoivables are nan-derivative fizancial assels with fived or deteemeingble payments that ans net
quated in an aciive market, ocher than thee classified by the Fund 45 't falr value throagh profic o less' or
‘mailable for salr’.

) Financial labilitier

Finaneisl lisbilities, other then those ‘sl fair value thivsgh profit o¢ loss!, are measared at amortised cost usisg

the effective yied methad, ”"‘I"M



Recognition

The Fund recogrises fnancinl mssets and financizl lisbilitics on the date it becomes 2 party b the comtractusl
provisions of the mairument.

Al purchases and ssles of seourities thut require delivery within the time frame establised by regulation or markel
cnavention such as T+ purchases and sales are recagnised at the trade date, Trade date is the date oo which the
Fuun comimits to purchise ar sell the assess.

Financis] liabilities are not recagnised unless one of the parties has performed its part of the contract ur the coniract
5 & derivative contract.

Measirement

Financial instruments are messured initially ot fair vatos {transaction price) plus, in case of a fnancisl instrumess
nat at 'fair value through profit cr beay’, transaction casts that aro directly airiestable to the acquisiticn or Essue of the
financial instrament, Transacticn costs on finascial insrenent af fir vabse through profit or lass arm expersed cot
imsmediately,

Subsequent o inltiel recognition, financial instruments chassified as ot 'fair value through profit cr 'loss' and
“availale for sake’ are measured s fair value. Galns or losses arlsing, from changes b the fair vatuz of the financial
assets "nt fuir value theough profit or loss’ are recogaised in the Incame Statement. Changes in the fair value of
financial festruments classified as 'available-for-sale’ are recognised in Statement of Comprehensive Income until
derecognised or impaired, when the acommulnied ndjusimests recogrised in Unie Holders' Fand are included in the
Ineame Statemen,

Basis of valuarion af Term Finanes Certificates (TFC's) £ Dabt Securitles

‘The Fund's investment in tenm finance certificates and sukuk cestificates are revalued at the year end raies quoted by
Matual Fund Association of Paiistan (MUFAF) n accordance with the cireslar so ) dated 6 Jaeary 2009, Farther
Circular nocl has provided the discrelion o the fssel pmnagement conpeey 1o apply e mak up mark dows
(within the available liméts as prescribed in that circular) to the non- traded debt securities for their vabmtion
Appbeation of discretionary mark up! mark down shall be approved by the lavestment Committee {with proper
wnmnmmnmlon] and sw:l be reporied on the . ﬂi)"wihz Bowrd of Drirectars {(of AMC), MUFAP, SECF and

Trustees. T i refation i mack g mark down shall be rarified by the
Board of the AMC in the nexd mesting. Accordingly, the Fund has salued cestain non-irsded debt securives by
spelying the discretion vhich has been approved by the Board,

Basts of vatuarion of Government Securities

The investment of the Fund in govemiment securities are valioed at their fair values {determined by reference to the
quctatians abtalned from the PREV rate sheet an the page), based an ining temr of the socurity.

Impairment

A linancial assl is assessd ol cach reporiing dale 1o determing whether these Is any objestive evidence thi It is
impaired. n case of imvestment in lerm fiminee cerlifieaiss aad oiber debt securitics, the abjective evidence al
impairment is determined in nocordance with the provigioning critesia lor non-performing debt securities spocilied
Iy the Securities and Exchange Commissics of Pakistan (SECP) vide its Circular ma. | of 2008 dated 06 Tanuary
2mw and the provisining eriterln | pobiey foe non performing exposares appeoved by the Hoard of Direciors of the

company in accondance with the requirements of SECP communicated vide its Circular no. 13 of 2009
ooy Bay 200,

The Pund's policy for provision ngainst impaired debt securities exsentially is the ssme s prescribed by the
Securities and Fxchange Commission of Pakistan (SECF)} in its circular no. | of 2009. However, provision in excess
of the minimum requirements &5 prescribed by the SECP can be made hy the Ievestment Commitiee after
considering the objective evidence of impairment.

In respess of the expasuees ather than those described by the said ciroelar, it shall at minznum follow the time bands
3 delermined by the Board uf Directors of the Masagemens Company aid i mentioned in the E\nd‘s provisioning
policy. Further the Investment Committee may alse consider 23diticral

available of the borrower. ' A

Page ¢




In respect of ather financial assets, & each halance shest date s sssesament |5 crerled out sa determine whether there
is any obdeciive evidence of impirment. The Financisl assels are considered 1 be impaired if obgective evidence
indicates thal une or more events have had o sepative effect om the cslimated Fature cash flows of the assel
Indivially significant financial nsses are tested for impairmet on a5 individsal bass, The remainiog fisancisl

nasets e d coltectively i groups that share simisar ceedit risk
; are recagnised in the i th

Devevognition

The Fuml s a fimancial asset when thy | right %o the cash foves from e financial asse eapines

or it transfers the ﬁmm.lul asset and the trassfer q'nlllﬁu J'nr ition i accordance with i

Accounting Standard 39:

A finaneial linbility Is derozognised when the obligation speeified in the contraet 15 discharged, cancelled of expired

Offventing of finamctal instrumerniy
Finacial assets and lisbifities are offset aod the ned ssount reported i the Starerment of Assets ad Lisbilities when
thers is a egally enforcesble right to sot off the rocognised amounts and there is an intontion o settde on & net basis,
ot to realise the assets and settle the liahilities simulianeously.

Derivative financial instruments

are held by the F i rise of fi im the L and wrv
clussified in beld for trading investments, ssbcalegary under investment ‘ol fair vaboe through profit cr lnss', These
are measured imitinlty amd of ench subsequent messurement at their fair values whick is caloulated a5 being the net
difference between the cantruct price and the clasing price repariod an the primary exchange of the futures contrect
All derivatives in o net i Tair values) and reported s finamcial asset beld for trading. All
derivatives in a net payakle pasition {megative fair values) are reported as financial libilities beld for troding. The
resubtant gains and kosses are included in the income pameatly, Derivative finnncial instraments entered it hy ihe
Fundd do not et the bedpiog eriteria as defioed by lsscrnmionsl Aceountag Stamdard 39 Fissncial lastraments;
Frcognition snd Mieasuremenl, consequently hedge sscounting in not used by the Fund,

Secarities under resale agreements

Transactinns of parchise under resale (reverasrepa) of the securities purchased under contissous lueding sysien,
are entered inlo 8f contracted rates for pecified periods of time. Securities purchased with & cormesponding
commisment o resell w2 specified fiture date (revirse-repu) ane oot resognised in the stalement of asls and
Fisbilities. Amounts paid wnder these agrosments ars recognised a3 reccivable againsl continuous funding system.
The differencs betvwren purchise snd resale price is treated a8 incoms from contimous Rding systers and ncerond
wver the |2l of the agreemnt.

All Continunus Funding d for on the secil &
Unit holders' fumd

Unét hodders' fund representing the anits (zued by the Fund, I earried 52 the net assels vidue nepresenting the
dmvestors’ right o a residual inferest in the Fund's assets.

Issue and redemption of anits
Units issoed are recorded at the net assets value, desermined by the Management Campany for the applications
received during business houws on that day. Alloemess of units is reeorded on meceptance of spplication and units are
Ismaed upon realizalion of the procesds | the Fund's bank scooun,

Units rodeumed are reconed al the net assets value, spplicable on units for which the manzgement company receives
redesption applications daring business hours on that day. Redemplion of units is recarded on scceptance of

application for redemptian. H{uh

Fage 10
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Element of income / {loss) and capital gains / (loswes) imcluded im prices of umits isued bess
those in units redeemed

An cqualisation sccount called the element of income ! (lnss) and capital gains ! (losses) imchuded in prices of unily
issund less thoss im units redeemed is ersated, in order to prevent the dilution of per umit income and distritution of
incone already paid out on redemption,

During the year, the Fund has revised the method of computatian of the Element, As per revised method, the
Element is arrived £ by compasing the unit prices with cpening Ex - MAYV s the begésming of the financéal year. The
Element s compuled is recognised in the income stalemest sxeipt b the extent that the amount represented by
unrealised appeeciation / diminution arising on availible for sale securilies i included o iatribution statement.
Previousky, the Fund the Elemess hy it prives with the Gace vahm of the wnits

The revised in opimion of the would ensure thas the continuing unit bokders' share af
undissributed lecome remaing unchanged on issue and redemption of units. Since the clersent is an cqualisation
acoount betwoen income for e period and undsstributed incomse, the change did not have any impact on Net Assel
WValue (MAV) of the Fund. Had the metodology not been changed, the net income for the year ended June 30, 2012
‘woruld have been Jower by Rs.141,864.

et asset value - per unil

The net esset value per unit disclossd in the Statessent of Assets and Liakilities is coloulmted by dividing the not
assets of the Fand by the number of units in issue al the year s

Tazation

The Eveome of the Fund 15 exempt froen imcome tox ander clause 99 of Part 1 of e Second Schedule i the Iseome
Tux Ordinanee, 2001 subjecs 1o the candition that not less than nizety percent of its accommting incame of thet y&r,
88 reduced by capial g, whether realised or unrealised, is distributed amongst the Fund's unit bolders.

The Fund intends ta contizue availing the tax oxemption in filure yeats by distributing at least nisety parcent of its
sccautlieg Incoime fo the year a reduced by captel gains, whesher realised ot msenived, to s i holders very
yean Accondingly, ot Tinbility ar deferred el stalemnls.

Revenur recegnition

Ciing / (losses) arising om sale of mvestmencs are included in the Inoome Staterent on the date “at which B
- Unrealised galns / (sses) arlsing on revelustion of investments classificd as fmncial sssens ai fale value
thruugh profit or Joss ane ioeluded i the Incame Statemen in the period in which they wrise.

Unrealised gains | (lnsses) arising o the revaluation of derivatives 10 fir value are aken o the Income
Sxabermunt in the pericsd in which they mise,

- Income on reverse ropurchase iransactiond, continuous funding system, lemm finance certifioates, clean
plncements and governmen securities is recognised an o secnial basis using the effective interest rute method.

Prafiton bank deposit is escognised on time proportion besis taking in b secuunt effective viekl,

- Element of income / (los) and capital gaing ¢ (losses) incloded In peices of units issued less those in wmits
redeemed is inchuded in the Ixcome Staterent on the date of issue and redesnption of unss.
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Expenses

All expetises including management fee. trustee feo and annual fisr of SECP are recogeissd in the Scome satemest
o an necrusl hasis.

Provisisns

Provisions are recogaised whon the Fund haa s present begnl or constractive obligation as a nesult of pest evenss and
s probable that an outfhow af rescurces esbadying ecnosle beaefits will be required tn setle the obfigation #nd
a relibls cstimate of the obligution can be made. Provisins are regularly reviewsd and adjusted to reflect the
current best estimate.

Freliminary expemses and flaatatien costs

Preliminary Dostation costs penditure incurred up to the close of Initial Pulise Odfer (IPO)
pesiod of the Fund. Thess costs arc being smonised over a persod of five yrars commencing from 2 Juse 2007 as per
the Trest Deed of the Fuand,

Cash and cash equivalents

Cash and cash equivakents comprise of bank balances nnd term deposils receipts maturing with i thiee pwoaths.
Cash equivalents are short term highly bBquid investmesds that are reodlily convertible 1o known smaunts of eash, are
subject to an insignificant risk of changes in value, and see beld for the parposs of mevlieg shoet tem cash
cnmitments ruther than for investments and ather parposes.

Other assets
(Criher nssets are stated ot cost bess impinmest losses, if any.
Dividend distributions and nppropristions

Dividends distribations (inchuding bomes units) deeliced subsequeat 1o the balance shees date are recorded in lh
ptiod in which the distributions are approved. As per Regulation 63 of the Noa Basking Fimance Companies sod
Motified Estities Regulatioes, 2004, the Fund is required to distribute 90% of the set scoounting income, excluding
unrealised caital gains, 1o the unit holders.

ACCOUNTING ESTIMATES AND JUDGMENTS

The preparasion of fisncial stulements in conformity with approved acoommting standids a3 apphicable (o Pakissan
requines mamagemest S make judgments, cstimaes mnd assumptions thal alfeet the application of policies and
repected amaunt of sssets and liabilities, income s expenses. The estimates and associated assurspions are hased
on historical experience and various tber Gaetoes that are believed o be reasonable under the ciumstanees,
results of which form basis of making the judgemeits about the carrying vahees of assets and liabilities thal are
reaulify ot appanent fhoms othes A il from

The estimates and underlying assamplions are neviewed o sn engning besis. Revisions to scoounting estimates an:
recognized in the pericd in which the estimate is rndsad if the revision affects ondy that period, or in te poriod ol s
revision aid futare persods if e revision affects both current and Falure periods.

Tudgments s by the nanagement in the applicasion of approved acoounting standards, & applieable In Pakiston,
that have significast efict on the financial siwcments sd estimates with a sSgnificant risk of material judgmest r

discussed helow: ,;“LV"”
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Clazsification and fair valve of invesimenis

The pany his determined fair value of tassified as ‘st fair value through peofit or loss'
Iy using rates quoted by Mutual Fund Association of Pakistan (MUFAP) im sccordance with the circular no. | dated
6 January 200%. Further Clreslar no.| has provided the disceetion Lo the assel managensent company # appy the
mark up’ mark dows (wilhin the available limils 35 prescribed i that circular} to the noa-traded deb securilies for
their valuntion (refer note no. 4.2). Fair valie cstisites ase made at a specific point in time, based on marke
coeditions end information shout the Fnancial instruments. Thes: estissaies are subjective In natere and involve
unezrininties asd matter of judgements (e.g. valustion, interest rales, ele.) ssd therefore, can not be desermined with
precisioe.

fempsirenst af bavestement

The Fund determines that i impaired wiven thers kas been a significant ar i i the fuir
valwe below ity cost, The determination of what & significast or prolonged requires judgment, In making this
judgment, the Fund evaluntes smang otber fctors, the pormal velatility in prices. In addition the impairmest may be
appenprinte when there is an evidence of deterioration in the fivanclal health of the invested industry and secior
etformance, chasges in tecksalogy and apertioeal fnancial casks fluws (refir note 4.2 for policy an impairment}.
Agtual results may differ and the difference could be matarial.

hher arsess
Tudgement b alsa Invotved in assessing the realisability of sssets balwses,
Workers' welira find

Far details refer note 15 to these financial stalements,

STANDARDS, INTERFRETATIONS AND AMENDMENTS TO AFFROVED ACCOUNTING
STANDARDS THAT ARE NOT YET EFFECTIVE

The Gallowing revised stundards, | soms and ith mespect Repounting standands
55 applicable in Pakisten woukd be effective from the dates mentioned below ngainst the mspective standsds,
interpretations and amendeenls:

Effective date
(nccounting periods
Standard, interpretation or amendment beginning on or after)
IFRS 7 - Financinl Instruments : Disclosures — (Amendments)
- Amessmests enhisscing disclosures abou offastting of
financizl mssets and financial liabilitics January 01, 2013
1AS 1 Presentation of Financial Statsments ~ Presentation
of ibems of comprehengive inconse. Juky 01, 2012
IAS 12 Income Tanes (Amesdment) - Recovery of January 01, 2012
e ing Assets
IAS 1% Employee Benefits - (Amendment) Junuary 01, 2013
IAS 32 Offsesting Financial Assets and Financial linbilities - Jammuary 01, 2014
{Amendmeni
IFRIC 20 Seripping Casts in the Production Phase of a Jamuary 01, 2013
Surface Mire

i
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The Fund expects that the sdoption of the above revisions, amendments and interpeviations of'the standards will not
nffect the Fund's financial staioments in the peried of initinl spplication except for certain additivonl disclosurss

Further, the fallowing new standards have boen issued by [ASB which re yet to be notified by the SECT for
purposs of applicability in Pakistan,
Effective date (annual

Standard periods beginning an or afler)

1FRS 9 - Firaneial Instrusnencs: Clessification and Jansary 01, 2015
Measurement

IFRS 10 - Consolidated Financial Statements January 1, 2013

1FRS 11 - Jaint Arrangements Janiary 01, 2013

IFRS 12 - Dischasurs of nterests n Other Entiies January 01, 2013

IFRS 13 - Fair Value Measurcanent January 01, 2013

BANK BALANCES
Saving secbunts 71872 10,334 10,398
Tens deposit receipls (TDRs) i3 20000 -
210,334 0,598
i 25 carry profit ings from 5% 10 10% (2011 5% o 11%} per anaum,

In ineludes balanes of Rs. 609 million (2011 10,525 million) with Bank Al Habily, o related party.

Term dupuosit reveips (TR} bave tenor of cne montis (30 June 2011: wil) sod carry proflt rte of 12.1% i 12.25%
per ammum. These TDRs will mabere by 18 July 2012, ,"/f“
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These lerm fiemnee cemtificates (TFCUS) ane secised by (st pari passa charge over al! the present and furare fixed assets of the comgany
inciuding land, building, plant and machinery with 25% margin.

Thess TFCs were classified as non-performing from 2 August 2009 by the Fund as the borower could not pay the scheduled
instaliments since 18 July 2009, The TFCs were restructsred on 28 Dedemsber 2000, However, the company wis wnshle to pay
quarezly Installments due o 31 March and 30 June 2011 amounting 10 Rs 1.222 million. Full provision amounting o Rs. [6.882
millices has been. made against thess TFCs in accardance wilk provisioning policy of the Fuind and eireulsr | of 2009 dated & January
20NN,

These Term Finance Certificates {TFCx) are socunsd by way of first exclusive chasge on specific kases including leass rental and
reotivabiled sgainst ese kases with 25% margin.

The TFC3 were restnsctured secand time on 26 December 2011 and the company deleyed i the payment of second restructured
installments of its TFCx. Therefore, the TFC is classified as mon performing by MUFAP &5 at 30 June 2012, The management has
e & provision of Rs, 5271 million in accordance with te provisianing pelicy of the Fand and circular 01 of 2009 daied 06 January
e

Provision pLTH 2011
Mote (Rupees in '109)

Dpeeing balance 16,535 12,719

Prowision during the year 521 5618 3408

Reversal of provision

Closing balance 16,515

Provigion has been made apuinst Gharibwal Cement Limbied and Ssodi Pak Leasing Compeny Limited in accordance with the
peowisioning policy of the Fund npproved by the Board of Directors of the Management Company and circular | of 2009 daed &
January 2009 as mentioned in note 8.1.1.

Dietails of deviarions from clrcular no. T of 2009 dated & March 2009 issued by SECP required vide circular no. 16 dated 7 July 2010
are ns foklows:

Vihwe of Value of
Investmenis | Provision | isvestents
Hame af Nen-Cmglinst lnvetmet Type ol Inveatments T Fim e [P or Gros Assets| 5 of Nes Asuets
prvivien primishaning
[y
Noa-savessment prade debe securitiog
Sasdi Pek Lensing Company Limeed. [0 issee. Term Funancs Cemifican 181 san 7840 [ LRCEY
[ibanbwl Cement Lamited Term Finasce Cetificate 16,882 16,882 - - -
Unrealised diminution en investments at fair 012 011
value through prafit or lnss (Rupees in '900)
Term Finance Certificates 2.452) 16,497}
Gavernment Securities 1 (660

2715 (Al ETL

r#\-dw
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251

Governmen! Securities

Face Value w0 dumesarz | TR VA 22 pervesies
S ¢
e e | Ty 00 uiy| ::I‘:;’ Matured | Azt Corrying | wanet |
2011 e during the | June 2012 value valus investments
Tapees In 00}
Té-kan-it 3 Meoaths 15,000 = 175,000 . . - - .
Bleca11 3 Months + 150,000 150,000 - - - . -
I-May-11 3 Moats S Mamee 205000 9500 81250 #4230 235 133
3lMay12 3 Months - 6,000 . 6,000 4,897 AT 037 7.94
{a-un-12 % Monihs - B4000 2 R5.000 3,197 £, 10 KI5 At
gt 3 Months: - 000 B 5 w
236cb12 * Months + asp00 45000 = . : - -
28-Ag-1 L 3 Months . TEE00 7000 - . . 2 .
17Mn-11 3 Months - 200,000 E F; = 2
BhJane 12 3 Manths - MREO0 145,000 - - B . -
A1l 3 Moihs L - . - )
A-Mar12 3 Months = 5000 3,000 - b e 3 =
a2 3 Meniha < lmpon 0000 = : : 5 3
19-May-11 3 Months 50,000 * 50,000 - - - - -
SeFebel2 * Morihs . e 20000 = E : 3 2
Ll IMonths 20000 15000 215000 . B = :
22012 3 Months 4 w0 3000 % - F : .
Tagril & Months an : BE00 : . i - .
2-dul-t1 & Monihs . 0000 28000 . . : 3 .
6-0ct-11 & Monihs <000 6000 . 5 E 2 :
M-dune11 &Manths 60,000 A 000 . - + - .
& Months o g 28M000 2 z E = 7
& Manihs S mspe 135000 - - : : .
& Manths 40000 GRODD 200000 : = : 2 -
& Manths A,000 - 000 - B Z s
SMonths 218,000 . 21800 3 ) . . -
& Mt ow 3000 EAO00 . . E ¥ .
& Months 5 s T . : ) . v
& Mol o 2msgm 205000 - :
& Months = 145,000 110,800 35,000 M7 MTe ERN 425
& M S imgx 1e000 5 - ! 2 ¢
& Months 30,000 * o000 - - - a -
& Mt sn0m . 52,000 = - f . .
& Moaths 100,000 - 100,000 . - - o .
 Momhs 000 . 70,000 = = . 5 4
0 Moas - 125,000 125,000 . - - -
6 Mossts - spee 9000 - - 5 5 .
& Monits - 1ese0 - 19000 182665 192346 165 nss
& Mcaths 50,000 - 50,000 . - - - -
| Yo . 0000 2 0,000 anne Frem 4T 596
B Yeur 5 agon 00,008 - 5 5 i z
§ Yeur % 54,600 . 50,000 49,145 419 482 601
1 Yeur - 100000 . 166,000 95,209 %6132 a3 17
| Yeu 3y, e 35,000 - - - -
1 Yeur 8 0000 . 0000 ERe 5,144 18 &
Tetsl 45 at 30 June 2012 _M
il e e
Rate of retum 109% 0 11L.TT%
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INCOME RECEIVABLE 012 2018

(Rupees in 000}
Pralit accroed oo Term Finnnce Cerificates 1827 253
Prafit receivable on Bank Deposils 186 a
Profit receivable on Term depasit reoeipts (TDRs) 60 -
673 314
DEFOSITS
Deposi with Nasional Clearlng Campany of
Pakisten Limised mr 1004 2,500
Deposit wilh Central Depasitory Company of
Pakistan Linited i 100 100
3,10 2,600
These depusits are non remuneritive
PRELIMINARY EXPENSES AND
FLOATATION COSTS
Preliminary expenses and floglation cosls 451 1,003
Less: Amoriisation daring the year e (481} s24}
A 281
Preliminary expenses ard floatation costs represent expendisurs Incusred prior to the commencenent of
perations of the Fund and are heing ised avet n period of five ing from 2 June 2007,

[3uring the vear, all remaining cost was smortised.

PAYABLE TO HABIB ASSET MANAGEMENT LIMITED
— MANAGEMENT COMPANY

Under the provisions of Non-Banking Finance Companies (Establishment snd Regulatioa) Rules, 2003,
Mot~ Barking Finiee Company and Notified Entitics Regulation 2008, the Managcment Company of the
Fund is entitked to o remuseration dusing the first five years of the Fund, of an aipount ral exceeding thoew
percent of the average anial net assels of the Fund and thereafter of an amoust equal to twe percent ol
sueh net nssets of the Fund. The Managemens Company has charged (65 remuneration ab the ratc of ane
and a half percent per anmurm for the cument yesr in accardanse wilh the Trust Deed

During the carrent year, an amount of Bs. 3.193 ankifion (Fune 2011 Rs, Nil) was charged on account af
sales tax oo management fos levied through Sindh Sales Tex on Services Acl. 2011,

PAVABLE TO CENTRAL DEPOSITORY COMPANY miz on
OF PAKISTAN LIMITED - TRUSTEE (Hupees in 000}

Trusles fee 130 147 167

D6 charges. 1 1

148 168

The trustee is entitled 10 2 monthly renunsmtian fur services rendered 1o the Fund at the rses as follows:

- & highes of s, 0.6 million or 0,17% per anam of daily net ssets where the Net Assel Value does
ot oxoeed s, | billioe and s Rs, 17 milllon phas 0.085% per aanum an amount excerding ks |
billion of average daily et mu«mmh% W

Page 18






