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MISSION STATEMENT
“Alfalah GHP Islamic Fund aims to provide its unit holders with sustainable, consistent
and Shariah compliant return over a period of time through active asset allocation
strategies towards equity and income asset classes.”

VISION STATEMENT
“Alfalah GHP Islamic Fund aims to establish itself as the investment vehicle of choice
for investors who seek to achieve sustainable, consistent and Shariah compliant return
over the long term through investment exposure to equity and income asset classes.”
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TRUSTEE REPORT TO THE UNIT HOLDERS
Report of the Trustee pursuant to Regulation 41(h) of the Non-Banking Finance
Companies and Notified Entities Regulations, 2008
The Alfalah GHP Islamic Fund (the Fund), an open-end fund was established under a trust
deed dated April 11, 2007, executed between Alfalah GHP Investment 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 six months period ended December 31, 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.

For the purpose of information the attention of the unit holders is drawn towards the
directives of the Securities and Exchange Commission of Pakistan issued vide Circulars
# 1 of 2009 and 3 of 2010, which require that the debt securities shall only be reclassified
as performing on receipt of all arrears i.e. principal as well as interest for the next two
installments. The sukkuk certificates of Maple Leaf Cement Factory Limited were classified
as performing in September, 2010 based on restructured plan approved in March, 2010.
The Management Company while complying the same has reclassified these sukkuk
certificates as performing, however, has not accrued the deferred mark-up (till December
31, 2010). The Management Company has informed us that the same has been done on
prudence basis, considering the risk of realisability of the deferred mark-up which will be
received in future periods.
Muhammad Hanif Jakhura
Chief Executive Officer
Central Depository Company of Pakistan Limited
Karachi
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AUDITORS’ REPORT TO THE UNIT HOLDERS ON REVIEW OF INTERIM
FINANCIAL INFORMATION
Introduction
We have reviewed the accompanying condensed interim statement of assets and liabilities
of Alfalah GHP Islamic Fund (“the Fund”) as at 31 December 2010 and the related condensed
interim income statement, condensed interim statement of comprehensive income, condensed
interim distribution statement, condensed interim statement of cash flows and condensed
interim statement of movement in unit holders’ fund and notes to the accounts for the six
months period then ended (the interim financial information). Management Company is
responsible for the preparation and presentation of this interim financial information in
accordance with approved accounting standards as applicable in Pakistan for Interim Financial
Reporting. Our responsibility is to express a conclusion on this interim financial information
based on our review.
Scope of Review
We conducted our review in accordance with International Standard on Review Engagements
2410, “Review of Interim Financial Information Performed by the Independent Auditor of
the Entity.” A review of interim financial information consists of making inquiries, primarily
of persons responsible for financial and accounting matters, and applying analytical and
other review procedures. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing and consequently does not enable us
to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.
Conclusion
Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim financial information is not prepared, in all material respects, in
accordance with approved accounting standards as applicable in Pakistan for Interim Financial
Reporting.
The figures for the six months period ended 31 December 2009, quarter ended 31 December
2010 and 2009 in the condensed interim financial information have not been reviewed and
we do not express a conclusion on them.
_______________________
KPMG Taseer Hadi & Co.
Chartered Accountants
Muhammad Taufiq

Karachi
Date:
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CONDENSED INTERIM STATEMENT OF ASSETS AND LIABILITIES
AS AT 31 DECEMBER 2010
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CONDENSED INTERIM INCOME STATEMENT (UNAUDITED)
FOR THE SIX MONTHS PERIOD ENDED 31 DECEMBER 2010
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)
FOR THE SIX MONTHS PERIOD ENDED 31 DECEMBER 2010
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CONDENSED INTERIM DISTRIBUTION STATEMENT (UNAUDITED)
FOR THE SIX MONTHS PERIOD ENDED 31 DECEMBER 2010
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CONDENSED INTERIM STATEMENT OF MOVEMENT IN UNIT HOLDERS’ FUND (UNAUDITED)
FOR THE SIX MONTHS PERIOD ENDED 31 DECEMBER 2010
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CONDENSED INTERIM STATEMENT OF CASH FLOWS (UNAUDITED)
FOR THE SIX MONTHS PERIOD ENDED 31 DECEMBER 2010
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UNAUDITED)
FOR THE SIX MONTHS PERIOD ENDED 31 DECEMBER 2010
1.

LEGAL STATUS AND NATURE OF BUSINESS
Alfalah GHP Islamic Fund ("the Fund") was established through a Trust Deed under the Trust Act,
1882, executed between Alfalah GHP Investment Management Limited (the Management
Company) and Central Depository Company of Pakistan Limited (the Trustee) and is authorised
under the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003 (NBFC
Rules 2003). The Trust Deed was executed on 11 April 2007 and was approved by the Securities
and Exchange Commission of Pakistan (SECP) in accordance with the NBFC Rules 2003. The
registered office of the Management Company is situated at 12th Floor, Tower A, Saima Trade
Tower, I.I Chundrigar Road, Karachi.
Alfalah GHP Islamic Fund (AGIF) is an open ended shariah compliant asset allocation scheme. The
primary objective of the Fund is to seek long term capital appreciation and income from a diversified
portfolio developed in accordance with the principles of Shariah. The investments of the Fund are
diversified both in terms of securities within an asset class as well as across asset classes. All
activities of the Fund are undertaken in accordance with the Islamic Shariah as per the guidelines
given by Shariah Advisory Board of the Fund.
The Fund is listed on the Karachi Stock Exchange. Units are offered for public subscription on
continuous basis. The units are transferable and can be redeemed by surrendering them to the Fund.
Title to the assets of the Fund are held in the name of Central Depository Company of Pakistan
Limited as the Trustee of the Fund.
The Pakistan Credit Rating agency Limited (PACRA) has assigned asset manager rating of 'AM3'
to the Management company in its rating report dated 10 February 2010 and rating of 4 star
to the Fund as at 31 December 2010.

2.

BASIS OF PRESENTATION

2.1

Statement of compliance
These condensed interim financial information have been prepared in accordance with approved
accounting standards as applicable in Pakistan for interim financial reporting. The disclosures in the
condensed interim financial information do not include the information reported for full annual
financial statements and should therefore be read in conjunction with the financial statements for the
year ended 30 June 2010.
These condensed interim financial information comprise of condensed interim statement of assets
and liabilities as at 31 December 2010 and the related condensed interim income statement,
condensed interim statement of comprehensive income, condensed interim distribution statement,
condensed interim statement of movement in unit holders' fund, condensed interim statement of cash
flows, and notes thereto, for the six months period ended 31 December 2010.
These condensed interim financial information are being submitted to the unit holders as required
under Regulation 38 (g) of the Non-Banking Finance Companies and Notified Entities Regulations,
2008 (NBFC Regulations). However, a limited scope review has been carried out by the auditors
in accordance with the requirements of clause (xxi) of the Code of Corporate Governance issued
by the Securities and Exchange Commission of Pakistan.
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Basis of measurement
These condensed interim financial information have been prepared under the historical cost
convention except for investments which are stated at their fair values.

2.3

Functional and presentation currency
These condensed interim financial information are presented in Pak Rupees, which is the
functional and presentation currency of the Fund and have been rounded off to the nearest
thousand of Rupees.

3.

Use of estimates and judgments
The preparation of condensed interim financial information requires the Management Company
to make judgments, estimates and assumptions that affect the application of accounting policies
and the reported amounts of assets and liabilities, income and expense. Actual results may differ
from these estimates. The significant judgments made by the Management in applying accounting
policies and the key sources of estimating uncertainty are the same as those that applied to
financial statements as at and for the year ended 30 June 2010.

4.

ACCOUNTING POLICIES
The accounting policies and the methods of computation adopted in the preparation of this
condensed interim financial information are the same as those applied in the preparation of the
financial statements for the year ended 30 June 2010.

5.

FINANCIAL RISK MANAGEMENT
The Fund's financial risk management objectives and policies are consistent with those disclosed
in the financial statements as at and for the year ended 30 June 2010.
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After restructuring, sukuk certificates of MLCF have been regularized by MUFAP i.e. repayment of markup as per the restructured terms have been reecived by the fund on 15 April 2010, 14 May 2010 and 18
June 2010 amounting to Rs. 0.979 million, Rs 0.004 million and Rs 0.004 million respectively. However, the markup received after restructuring represents 0.5% of the actual markup and 99.5% of the remaining
markup will be paid after 2 years from the date of restructuring. Furthermore, fair value of these sukuk certificates have also declined from Rs 69.97 as at 30 June 2010 to Rs 62.71 as at 31 Decemeber 2010
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the period
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CONTINGENCIES AND COMMITMENTS
There are no contingencies and commitments as at 31 December 2010.

8.

WORKERS' WELFARE FUND
Through the Finance Act, 2008 an amendment was made in section 2(f) of the Workers' Welfare Fund
Ordinance, 1971 (the WWF Ordinance) whereby the definition of 'Industrial Establishment' has been
made applicable to any establishment to which West Pakistan Shops and Establishment Ordinance,
1969 applies. As a result of this amendment it appears that WWF Ordinance has become applicable to
all Collective Investment Schemes (CISs) whose income exceeds Rs. 0.5 million in a tax year. A petition
has been filed with the Honourable High Court of Sindh by some of Collective Investment Schemes
(CISs) through their Trustee on the ground that the CIS (mutual funds) are not establishments and as
a result not liable to pay contribution to WWF.
Subsequently, the Ministry of Labour and Manpower (the Ministry) vide its letter dated 8 July 2010
issued advice and clarifications which stated that WWF Ordinance 1971 does not have any provisions
for the applicability of WWF on those entities whose incomes are exempt from income tax under any
provisions of any law, and West Pakistan Shops and Establishment Ordinance, 1969 is not applicable
to any public listed company and any organized financial institutions including Mutual Funds because
they are ruled and governed by separate laws. Further, in a subsequent letter dated 15 July 2010 the
Ministry clarified that "Mutual Fund(s) is a product which is being managed / sold by the Asset
Management Companies which are liable to contribute towards Workers Welfare Fund under Section4 of WWF Ordinance 1971. However, the income on Mutual Fund(s), the product being sold, is exempted
under the law ibid."
Further, the Secretary (Income Tax Policy) Federal Board of Revenue issued a letter dated 6 October
2010 to the Members (Domestic Operation) North and South FBR. In the letter reference was made
to the clarification issued by the Ministry of Labour and Manpower stating that mutual funds are a
product and their income are exempted under the law ibid. The Secretary (Income Tax Policy) Federal
Board of Revenue directed that the Ministry's letter may be circulated amongst field formation for
necessary action. Following the issuance of FBR Letter, show cause notice which had been issued by
taxation office for two mutual funds for payment of levy under WWF has been withdrawn. However,
there have been instances whereby show cause notices under section 221 of the Income Tax Ordinance,
2001 have been issued to a number of mutual funds and MUFAP has requested Member Policy Direct
Taxes for withdrawal of such show cause notices issued to such mutual funds. However, the Secretary
(Income Tax Policy) Federal Board of Revenue vide letter 4 January 2011 has cancelled ab-initio
clarificatory letter dated 6 October 2010 on applicability of WWF on mutual funds. On 14 December
2010, the Ministry filed its response to the constitutional petition pending in the Court. As per the legal
counsel who is handling the case, there is contradiction between the above earlier letter and clarification
of the Ministry and the response filed by the Ministry in the Court.
In view of above stated facts and considering the uncertainty on the applicability of WWF to mutual
funds due to show cause notices issued to a number of mutual funds, the management company as a
matter of abundant caution has decided to continue to maintain the provision for WWF amounting to
Rs. 3,950,091 up to 31 December 2010.
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TAXATION
The Fund's income is exempt from Income Tax as per clause (99) of part I of the Second Schedule of
the Income Tax Ordinance, 2001 subject to the condition that not less than 90% of the accounting
income for the year as reduced by capital gains whether realised or unrealised is distributed amongst
the unit holders. Furthermore, as per regulation 63 of the Non-Banking Finance Companies and Notified
Entities Regulations, 2008, the Fund is required to distribute 90% of the net accounting income other
than unrealized capital gains / loss to the unit holders. The Management Company intends to distribute
sufficient accounting income of the Fund for the year ending 30 June 2011 in order to comply with the
above stated clause to enjoy the tax exemption. Accordingly, no tax provision has been made in these
condensed interim financial information for the six months period ended 31 December 2010.

10.

TRANSACTIONS WITH CONNECTED PERSONS / RELATED PARTIES
Connected persons / related parties include Alfalah GHP Investment Management Limited being the
Management Company, Funds managed by the Management company, Bank Alfalah Limited, GHP
Arbitrium AG and MAB Investment Inc., being associated companies, Bank Alfalah Limited - Employees'
Provident Fund, Bank Alfalah Limited -Employees' Gratuity Fund, directors and key management
personnel of Alfalah GHP Investment Management Limited, Alfalah Securities being a subsidiary of
Bank Alfalah Limited and Central Depository Company of Pakistan Limited (CDC) being the trustee
of the Fund. The transactions with connected persons are in the normal course of business, at contractual
rates and term determined in accordance with market rates.
Remuneration payable to the Management Company and the Trustee is determined in accordance with
the provision of NBFC Rules 2003 and NBFC Regulations 2008 and Trust Deed respectively. Details
of transactions and balances at period end with related parties / connected persons, other than those
which have been disclosed elsewhere in these financial statements, are as follows:

10.1 Transactions and balances with connected persons / related parties:

Alfalah GHP Investment Management Limited
- Management Company
Balance at the beginning of the period
Remuneration for the period
Amount paid during the period
Balance at end of the period
Central Depository Company of Pakistan Limited
Balance at beginning of the period
Remuneration for the period
CDS Charges
Amount paid during the period
Balance at the end of the period
Deposit with Central Depository Company of Pakistan Limited
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Bank Alfalah Limited-Islamic Banking Division

Units held by
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