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FUND INFORM ATION

M anagem entCom pany

BoardofD irectorsoftheM anagem entCom pany

C FO oftheM anagem entC om pany

Com panySecretaryoftheM anagem entCom pany

AuditCom m ittee

Trustee

B ankerstotheFund

Auditors

LegalAdvisor

Registrars

Distributors

FaysalAssetM anagem entLim ited

M r.FarookBengali,Chairm an
M r.AhsanRazaDurrani,ChiefExecutiveO fficer
M r.HassanM oham edM ahm ood,Director
M r.M oham m adKhanHoti,Direcor
M r.AjazRahim ,Director
M r.FerozRizvi,Director
M r.IqbalAlim oham ed,Director
M r.AqeelKarim Dhedhi,Director

M r.M uham m adShakeelM usani

M r.M .SiddiqueM em on

M r.IqbalAlim oham ed,Chairm an
M r.M oham m adKhanH oti,M em ber
M r.AjazRahim ,M em ber
M r.FerozRizvi,M em ber

CentralDepositoryCom pany ofPakistanLim ited
8thFloor,KarachiStockExchangeBuilding,
StockExchangeRoad,Karachi-74000

FaysalBankLim ited
M uslim Com m ercialBankLim ited

FordRhodesSidatHyder&Co.,CharteredAccountants

BawanyandPartners
404,4thFloor
Beaum ontPlaza
Beaum ontRoad
Karachi.

G angjees RegistrarServices(Pvt)Lim ited
Room #506,5thFloor,C liftonC enter,
KehkashanClifton-Karachi.

FaysalAssetM anagem entLim ited
FaysalBankLim ited
AKDSecuritiesPrivate Lim ited
PICICCom m ercialBankLim ited
InvestCapital&Securities
M yBankLim ited
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M ISSION STATEM ENT

FBGF endeavorsto provide investorswith an

opportunityto earincom e and long-term

capitalappreaciation byinvesting in a large poolof

fundsrepresenting equity/non equity

investm entsin a broad range ofsectors

and financialinstrum ents.
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REPO RTO FTHEDIRECTO RSO FTHEM ANAG EM ENTCO M PANY

The Directors ofthe FaysalAssetM anagem entLim ited,the M anagem entCom panyofFaysalBalanced
G rowthFund,arepleasedtopresenttheSecondAnnualReportontheaffairsofFBG Falongwiththeaudited
accounts,ReportsoftheTrusteeandAuditorstotheUnitHoldersforthefinancialyearendedJune30,2005.

Duringtheyear,unitsworthRupees65.99m illionwereissuedandunitswithavalueofRupees570.11m illion
wereredeem ed.

AsofJune30,2005,totalunitsoutstandinghasreducedby23.16% whereasthevalueofnetassetsreduced
by only 11.86% andstoodat15,600,587unitsw ithavalue ofRs.1,761m illion(June30,2004:20,302,136
unitswithavalueofRs1,998m illion).

U nitpricesarebeingannouncedonadailybasisbasedontheN AVoftheunderlyingportfolio.Thehighest
andlow estoffer/redem ptionpricesduringtheyearasw ellasthepricesprevailingasofJune30,2005w ere
asbelow:

O fferPrices Redem ptionPrices
Highest 131.88 129.17
Lowest 99.52 97.47
AsofJune30,2005 115.27 112.90

TheFundhasincreaseditsexposureinlistedequityanddebtsecuritiesw hilstelim inatingitsexposureon
carryovertransactionsbytheyear-end.Inview oftheriseininternationaloilpricesandm ajorprivatization
prospects,theFundhasincreaseditsexposureinO ilandG assectorandTelecom sectorbesidesdiversifying
its investm entin othersectors.The fundalsoincreased its investm entin listed and rated TFCsoffering
lucrativeconstantreturns.

FBG F,bythegraceofAlm ightyAllah,hasperform edwellastheFundhasappreciatedby14.70% duringthe
firstfullyearofoperationscom paredtothe10% target.

AsofJune30,2005,totalnetassetsoftheFundam ountedtoPKR 1,761m illionandtheN AVperunitw as
PKR 112.90.During the year,the KSE 100 indexrem ained volatileuntilD ecem ber2004butgradually
increasedtotouchitsalltim epeakof10,303.13inM arch2005. Duringthisperiod,them arketwasm arredby
over-speculation,"irrationalexuberance", and high volatility. During the year, the NAV of FBG F also
increasedgraduallyandconservativelyandtoucheditspeakofRs.129.17.Thereafter,them arketcrashed
andclosedat7,450.12onJune30,2005,whichshowsadeclineofover27.7% from itspeaklevel.However,
theFundhasreducedby12.6% anditsN AVstoodat112.90onJune30,2005.Thisshow sthattheFundw as
wellprotected from the equity m arketvolatility due to strategic low allocation in equity investm ents.As

SALE AND REDEM PTIO NO FUNITS

INVESTING ACTIVITIES

PERFO RM ANCE

UnitHolders

UnitPrices
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such,keepinginview thebalancednatureofthefund,ithasperform edconservativelyinlinew iththeKSE-
100indexduringtheperiodunderreview.

AsofJune30,2005,theFundwasinvestedupto55.8% inequities,34.9% infixedincom einvestm entswhile
therem ainingfundswerem ainlyplacedinshort-term deposits.Thepresentallocationisbasedontheview
thatequityvaluationsarefullypricedintheshort-term andthisallocationwillbeincreasediftheshareprices
undergoanotherm ajorcorrectionorthereisanyfurtherim provem entinm acroeconom icand/orcorporate
fundam entals.

TheFund'sinvestm entinequitym arketsasofJune30,2005stoodatPKR983.2m illion.TheFundhastaken
a positive view on the Oil& Gas Exploration,Technology & Com m unications, Com m ercialBanking,
InsuranceandO il&G asM arketingsectors.

AssetAllocation

FBGFSectoralAllocation

-
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Incom e and Return on Units

Incom e Distribution

Valuation of TFCs

M utualFund Rating

M eetings ofthe Directors

D uringtheyearendedJune30,2005,theN AVofthefundhasincreasedfrom R s.98.43toR s.112.90.Thus
postinganoverallyieldtoitsinvestorsofover14.70% .ThefundhaspostedaNetProfitafterTaxofRs.233.2
m illion.Thism ainlyincludesanetcapitalgainofRs.175.72m illion.

TheBoardhasapprovedbonusdividendatRs.12.5peruniti.e.12.5% .Thebookclosurefortheentitlem ent
wasfrom July1,2005toJuly12,2005(bothdaysinclusive).

Duringtheyear,them anagem entdecidedtovalueitsinvestm entinTerm FinanceCertificates(TFCs)atits
fairvaluedeterm inedonthebasisofdiscountedcashflow m ethodinlinew ithIAS-39insteadofvaluingitin
accordancewithNBFCRules,2003whichrequiresthevaluationbasedonStockExchangequotedm arket
price.The m anagem enthas m adethischangeasTFC sarenotactivelytradedonstockexchangeandit
believes thatthe discounted cash flow basis reflects a m ore realistic m easurem entofthis investm ent.
Consequently,inviewoftherecenthikeininterestratesandasm orefullyexplainedintheNote4.1and5.4of
thefinancialstatem ent,thenetincom eofthefundfortheyearandthenetassetvalueofthefundasatJune
30,2005havereducedbyRs.13.44m illion.Accordingly,thenetassetvalueofeachunithasreducedbyRs.
0.86perunit.

Since,the fundhascom pleteditsfirstyearofoperations,the m anagem entplans to obtain rating forits
m anagem entcom panyandthefundduring2005-2006.

M r.M oham m adAliuddin Ansari'sresignationasdirectorw asacceptedw .e.f.O ctober2,2004.M r.Aqeel
Karim D hedhiw asco-optedbyBoardasdirectorw .e.f.O ctober2,2004inplaceofM r.M oham m adAliuddin
Ansariwhohasresigned.
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S.
No.

Nam e Designation M eetings

Total Attended
Leave
G ranted

1. M r.FarookBengali Chairm an 4 3 1
2. M r.AhsanRazaDurrani ChiefExecutive Officer 4 4 -
3. M r.HassanM oham edM ahm ood Director 4 4 -

4. M r.M oham m adKhanHoti Director 4 4 -
5. M r.AjazRahim Director 4 4 -
6. M r.Feroz Rizvi Director 4 4 -
7. M r.IqbalAlim oham ed Director 4 3 1
8. M r.M oham m adAliuddinAnsari Director 1 - 1

9. M r.AqeelKarim Dhedhi Director 3 2 1



Corporate G overnance

1. Them anagem entcom panyhasim plem entedtherequirem entsoftheCodeofCorporateG overnance
lastyear.Aprescribedstatem entbythem anagem entalongw iththeauditors'review reportthereon
fortheyearendedJune30,2005form spartofthisannualreport.

2. Statem entsunderclausexixoftheCode:

i. ThefinancialStatem ents,preparedbytheM anagem entpresentsfairlythestateofaffairs
oftheFundandresultofitsoperations,cashflowsandm ovem entinunitholder'sfund.

ii. ProperbooksofaccountsoftheFundhavebeenm aintained.

iii. Appropriateaccountingpolicieshavebeen appliedinpreparationoffinancialstatem ents
andaccountingestim atesarebasedonreasonableandprudentjudgm ent.

iv. InternationalAccounting Standards have been followed in the preparation offinancial
statem entswithoutanym aterialdeparture.

v. The system ofinternalcontrolissoundindesignandhasbeeneffectivelyim plem ented
andm onitored.

vi. ThereisnosignificantdoubtuponFund'sabilitytocontinueasgoingconcern.

vii. Therehasbeennom aterialdeparture from theBestPracticesoftheC odeofC orporate
G overnance,asdetailedintheListingRegulations.

viii. O utstanding statutory paym ents onaccountoftaxes,ifany,have fullydisclosed in the
accounts.

ix. ThedetailsofBoardM eetingsheldandattendedbythedirectorsform spartofthisAnnual
Report.

x. TheprescribedpatternofshareholdingisgivenaspartofthisAnnualReport.

ThesaleandrepurchaseofunitsoftheFundcarriedoutbytheDirectors,CEO ,CFO ,Com panySecretaryof
theM anagem entCom panyincludingtheirspouseandm inorchildrenareasunder:

Investm ent Redem ption
--------------(No.ofUnits)------------

M r.IqbalAlim oham ed - 500,000

M r.Salim Jam al - 502

Thepatternofunitholderspresentsaverywelldiversifiedblendofinvestors.PublicLim itedCom panieshold
1.79% units,Banksholds42.48% ,25.52% isheldbytheretirem entfunds,8.97% byFinancialInstitutions,
9.54% by individuals and 11.70% by Insurance,othercorporates and non-profitorganizations.Detailed
patternisalsoannexed.

TheKSE-100IndexinFY05hasw itnessedoneofthem ostbullishphasesinPakistanstockm arkethistory
followedbyoneofthew orstcrashinhistory.D uringtheperiodunderreview ,theKSE-100Indexrose
2,169.16points(up41.08% )tocloseFY05at7,450.12points.During3Q FY05theKSE-100Indexrecorded
anall-tim ehighof10,303.13points,butasharpcorrectioninthelatterhalfofM arch'05resultedinthem arket
shredding2,532.8points(down24.5% )withintwoweeks.4Q FY05hasseentheKSE-100indexconsolidate
andsettlewithinthe7000-7500pointsrange.

Trades By:

Directors:

Ex-CFO

PATTERN OF HO LDING

FUTURE O UTLO O K
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W iththe M arch'05settlem entcrisesbehindus,andC O Tphasingoutonschedule,theKSEm anagem ent
andSECPcontinuetorem aindeadlockedoversom ekeyexposureandm arginissuespertainingtobrokers.
Them uchanticipatedincreaseinCVTinFY05/06Budgetdidnotm aterialize,sendingpositivevibesacross
the m arket.Thisyears'm arketstim ulantbudgetw astim elyfollow ed by the successfulprivatizationofthe
stateow nedPTC L,alandm arkeventinthehistoryofthecountry,fetchingtheG overnm ent,U SD 2.6billion
($1.96/share).W ith"m arginfinancing"products intheofferingandtheprivatizationprocess pickingup,the
lossofconfidenceinthem arketisexpectedtoberestored.Intheshortterm ,w eexpectthatthem arketw ill
rem ain rangebound untilfinalphaseoutofC O Tw ithsuccessfulreplacem entofm argin financing,and
politicalandeconom icstabilityinthepost-localbodieselectionsscenario.Inthelongrun,werem ainbullish
onthem arketandareconfidentthatpolicyinitiativesbythepresentgovernm entwillyieldtangibleresultsin
theform ofhighereconom icgrowthandim provedinvestm entenvironm ent,whichshouldhelpattractforeign
directandportfolioinvestm ent.

TheAuditCom m itteeinitsm eetingheldonJuly12,2005,recom m endedthere-appointm entofM essersFord
R hodesSidatH yder&C o. CharteredAccountants,asauditorsofFBG FfortheFinancialYear2005-2006.
TheBoardofdirectorsapprovedtheappointm ent.

TheBoardofD irectorsoftheM anagem entC om panyisthankfultounitholdersfortheirconfidenceonthe
M anagem ent,theSecuritiesandExchangeCom m issionofPakistanandthem anagem entofKarachiStock
Exchangefortheirvaluablesupport,assistanceandguidance.TheBoardalsothankstheem ployeesofthe
M anagem entCom panyandtheTrusteefortheirdedicationandhardwork.

(ForandonbehalfoftheBoard)

Karachi:July12,2005 ChiefExecutiveO fficer

Auditors

Acknow ledgem ent

AhsanR azaD urrani
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DETAILS OF PATTERN O F HOLDING (UNITS)
AS AT JUNE 30,2005

Units Held
AssociatedCom panies

DirectorsandCEO

ChiefExecutiveO fficer:

Directors:

FaysalBankLim ited

AKDSecurities(Pvt.)Lim ited

M r.AhsanRazaDurrani 1,000

M r.M oham m adKhanHoti

M r.AjazRahim

M r.FerozRizvi

PublicLim itedCom panies

Banks

FinancialInstitutionandM odarabas

Retirem entFunds

InsuranceCom panies

O therCorporateSectorentities

Individuals

2,000,000

600,000

996

1,005

10,000

280,000

4,626,813

1,693,411

3,980,847

210,045

721,818

1,474,652
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REPORT OF THE TRUSTEE
FAYSAL BALANCED GROW TH FUND

ReportoftheTrusteepursuanttoR ule76(h)oftheN on-BankingFinanceC om panies(Establishm entand
Regulation)Rules,2003.

FaysalBalanced G rowth Fund,anopen-endfundw asestablishedunderatrustdeedexecutedbetw een
FaysalAssetM anagem entLim itedastheAssetM anagem entCom panyandM uslim Com m ercialFinancial
Services (Pvt)Lim itedastheTrusteeonJanuary29,2004.TheSchem ew asauthorizedbySecuritiesand
ExchangeCom m issionofPakistanonFebruary18,2004.

AspertheAgreem entofChangeofTrusteedatedJune1,2005andDeedofChangeofTrusteedatedJune4,
2005,M uslim Com m ercialFinancialServices(Pvt)Lim itedretiredastheTrusteeandC entralD epository
Com panyofPakistanLim itedwasappointedastheTrusteeofFaysalBalancedG rowthFund.

Inouropinion,FaysalAssetM anagem entLim ited,theM anagem entCom panyofFaysalBalancedG rowth
Fundhasinallm aterialrespectsm anagedFaysalBalancedG rowthFundduringtheperiodJune04,2005to
June30,2005inaccordancew iththeprovisionsoftheTrustD eed(andthem odificationsauthorizedbythe
Securities and Exchange Com m ission of Pakistan from tim e to tim e) and the Non-Banking Finance
Com panies(Establishm entandRegulation)Rules,2003.

Forthepurposeofinform ation,theattentionoftheunitholdersisdraw ntow ardsthepoint(a)ofAuditors'
ReporttotheU nitH oldersw hereinitisspecifiedthatduringtheperiodJuly01,2004toM ay11,2005,the
TFCswerevaluedbasedontheNon-BankingFinanceCom panies(Establishm entandRegulation)Rules,
2003.H ow ever,effectiveM ay12,2005,theFundhasvalueditsTFC sonthebasisofdiscountedcashflow
m ethodasallowedbyIAS39.

Date:July12,2005
Karachi ChiefExecutiveO fficer

CentralDepositoryCom panyofPakistanLim ited

M oham m adHanifJakhura
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STATEM ENT O F COM PLIANCE W ITH THE CODE OF CORPORATE
GOVERNANCE FOR THE YEAR ENDED JU N E30,2005

Thisstatem entisbeingpresentedbytheBoardofDirectorsofFaysalAssetM anagem entLim ited(FAM Lthe
com pany),them anagem entcom panyofFaysalBalancedG rowthFund(theFund)tocom plywiththeCodeof
Corporate G overnance contained in Regulation No.37ofListingR egulations ofKarachiStock Exchange
Regulations forthe purposeofestablishing a fram ework ofgoodgovernance,wherebylisted com pany is
m anagedincom pliancewiththeBestPracticesoftheCodeofCorporateG overnance.

FAM L,theM anagem entCom panyisnotlistedandhence,theCodeisnotapplicabletoit.However,the fund,
being listed on KarachiStock Exchange,com esundertheam bitofthecode.Thefundbeingaunittrust
schem e doesnothaveitsow nBoard.TheBoardofdirectorsofthem anagem entcom panym anagesthe
affairsofthefund.

Them anagem entcom panyhasappliedtheprinciplescontainedinthecodeinthefollowingm anner:

1. Them anagem entcom panyencouragesrepresentationofindependentnon-executivedirectors.At
presenttheBoardincludestwoindependentnon-executivedirectors.

2. The directorshaveconfirm ed thatnoneofthem isserving as a directorin m ore than ten listed
com panies,includingtheM anagem entCom pany.

3. AlltheresidentdirectorsoftheM anagem entCom panyareregisteredastaxpayersandnoneofthem
hasdefaultedinpaym entofanyloantoabankingcom pany,aD FIoranN BFIor,beingam em berofa
stockexchange,hasbeendeclaredasadefaulterbythestockexchange.

4. NocasualvacancyoccurredduringtheyearintheBoard.

5. TheM anagem entCom panyhasprepareda which
hasbeensignedbyallthedirectorsandem ployeesofthem anagem entcom pany.

6. The Board has developed a vision/m ission statem ent,overallcorporate strategy and significant
policiesofthefund.Acom pleterecordofparticularsofsignificantpoliciesalongw iththedateson
whichtheywereapprovedoram endedhasbeenm aintained.

7. Allthe powers ofthe Board have been duly exercised and decisions on m aterialtransactions,
includingappointm entanddeterm inationofrem unerationandterm sandconditionsofem ploym ent
ofthe CEO havebeentakenbytheBoard.There is no otherexecutive directorofthe com pany
besidestheCEO .

8. Them eetingsoftheBoardw erepresidedoverbythechairm anand,inhisabsence,byadirector
electedbytheBoardforthispurposeandtheBoard m etatleastonceineveryquarterduringthe
period.W ritten notices of the Board m eetings,along with agenda and working papers,were
circulatedatleastsevendaysbeforethem eeting.Them inutesofthem eetingswereappropriately
recordedandcirculatedtoallconcerned.

“Statem entofEthicsandBusinessPractices”
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9. TheDirectorsoftheFaysalAssetM anagem entLim itedareprofessionallyqualifiedpersonswithrich
experience in financialsector and are wellaware of their duties and responsibilities under
M em orandum andArticlesofFAM LandNBFCRules,2003.

10. Thedirectors'reportforthis period hasbeenpreparedincom pliancew iththerequirem entsofthe
Codeandfullydescribesthesalientm attersrequiredtobedisclosed.

11. The financialstatem ents ofthe Fund were dulyendorsedbyC EO andC FO oftheM anagem ent
Com panybeforeapprovaloftheBoard.

12. TheD irectors,C EO donotholdanyinterestintheunitsofthefundotherthanthatdisclosedinthe
patternoftheshareholdings(units).

13. TheFundhascom pliedwithallthecorporateandfinancialreportingrequirem entsoftheCode.

14. The Boardhasform edanauditcom m ittee.Itcom prises offourm em bers,allofwhom arenon-
executivedirectorsincludingthechairm anofthecom m ittee.

15. Them eetingsoftheauditcom m itteew ereheldatleastonceeveryquarterpriortoapprovalofthe
financialstatem entsoftheFundasrequiredbytheCode.

16. TheM anagem entC om panyhasoutsourceditsinternalauditfunctiontoM .YousufAdilS aleem &
Co.,CharteredAccountants.

17. Thestatutoryauditorsofthecom panyhaveconfirm edthattheyhavebeengivenasatisfactoryrating
underthequalitycontrolreviewprogram oftheInstituteofCharteredAccountantsofPakistan,that
theyoranyofthepartnersofthefirm ,theirspousesandm inorchildrendonotholdsharesofthe
Com panyandthatthefirm andallitspartnersareincom pliancew ithInternationalFederation of
Accountants(IFAC)guidelinesoncodeofethicsasadoptedbyInstituteofCharteredAccountantsof
Pakistan.

18. Thestatutoryauditorsorthepersonsassociatedwiththem havenotbeenappointedtoprovideother
servicesexceptinaccordancewiththeListingRegulationsandtheauditorshaveconfirm edthatthey
haveobservedIFACguidelinesinthisregard.

19. W e confirm thatallotherm aterialprinciplescontainedintheCodehavebeencom pliedwithandthe
SecretarialCom plianceCertificatewouldbefilledalongwiththeannualreturnoftheCom pany.

Karachi
July5,2005 ChiefExecutiveO fficer

AhsanRazaDurrani
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REVIEW REPORT TO THE UNIT HOLDERS O NSTATEM ENT OF
COM PLIANCE W ITH THE BEST PRACTICES O FTH EC O D EO F
CORPORATE GOVERNANCE

W ehavereviewedtheStatem entofCom pliancewiththeBestPracticescontainedintheCodeofCorporate
G overnanceprepared by the BoardofD irectorsofFaysalAssetM anagem entLim ited (the M anagem ent
Com pany)inrespectofFaysalBalancedG rowthFund(theFund)tocom plywiththeListingRegulationNo.
37oftheKarachiStockExchange,wheretheFundislisted.

Theresponsibilityforcom pliancewiththeCodeofCorporateG overnanceisthatoftheBoardofDirectorsof
the M anagem entCom pany.O urresponsibilityistoreview ,to the extentwhere such com pliance canbe
objectivelyverified,w hethertheStatem entofC om pliancereflectsthestatusoftheFund'scom pliancew ith
theprovisionsoftheC odeofC orporateG overnanceandreportifitdoesnot.Areview islim itedprim arilyto
inquiries ofthe M anagem entCom pany's personneland review ofvarious docum ents prepared by the
M anagem entCom panytocom plywiththeCodeofCorporateG overnance.

Aspartofourauditoffinancialstatem entswearerequiredtoobtainanunderstandingoftheaccountingand
internalcontrolsystem ssufficientto plan the auditand develop an effectiveauditapproach.W e have not
carriedoutanyspecialreviewoftheinternalcontrolsystem toenableustoexpressanopinionastowhether
theBoard'sstatem entoninternalcontrolcoversallcontrolsandtheeffectivenessofsuchinternalcontrols.

Based on ourreview,nothing has com etoourattentionw hichcausesustobelievethattheStatem entof
Com pliancedoesnotappropriately reflectthe Fund's com pliance,in allm aterialrespects,w iththeBest
PracticescontainedintheCodeofCorporateG overnance,fortheperiodendedJune30,2005.

KARACHI:July12,2005 CHARTERED ACCO UNTANTS

FordRhodesSidatHyder&Co.

AnnualR eport2005

13

FAYSAL
BALANCED
GROW TH FUND



AUDITORS'REPORT TO THE UNIT HOLDERS

W ehaveauditedtheannexedstatem entofassetsandliabilitiesofFAYSALBALANCEDG RO W THFUNDas
atJune30,2005andtherelatedincom estatem ent,distributionstatem ent,statem entofm ovem entinunit
holders'fundsandcashflowstatem ent,togetherwiththenotesform ingpartthereof,fortheyearthenended
andw estatethatw ehaveobtainedalltheinform ationandexplanationsw hich,tothebestofourknow ledge
andbelief,werenecessaryforthepurposesofouraudit.

Itistheresponsibilityofthem anagem entcom panytoestablishandm aintainasystem ofinternalcontroland
prepare and presentthe above saidstatem ents inconform ityw iththerequirem entsoftheTrustD eed,the
Non-BankingFinance Com panies (Establishm entandR egulation)R ules,2003andapprovedaccounting
standardsasapplicableinPakistan.O urresponsibilityistoexpressanopiniononthesestatem entsbasedon
ouraudit.

W econductedourauditinaccordancewiththeauditingstandardsasapplicableinPakistan.Thesestandards
require thatw eplanandperform theaudittoobtainreasonableassuranceaboutw hethertheabovesaid
statem entsarefreeofanym aterialm isstatem ent.Anauditincludes exam ining on a testbasis,evidence
supportingtheam ountsanddisclosuresintheabovesaidstatem ents.Anauditalsoincludesassessingthe
accounting policies and significantestim ates m ade by m anagem ent,as wellas,evaluating the overall
presentation oftheabovesaidstatem ents.W ebelievethatourauditprovidesareasonablebasisforour
opinionandafterdueverification,wereportthat:

a) Asm orefullyexplainedinnotes4.1and5.4tothefinancialstatem ents,duringtheperiodJuly01,
2004toM ay11,2005Term FinanceC ertificates(TFC s)w erevaluedinaccordancew iththerequirem entof
theNon-BankingFinanceCom panies(Establishm entandRegulation)Rules,2003(NBFCRules).However,
effectiveM ay12,2005theFundhasvalueditsTFC sonthebasisofdiscountedcashflow m ethod.H adthe
Fundvalueditsinvestm entsinaccordancewiththeNBFCRulessubsequenttoM ay11,2005theNetIncom e
oftheFundfortheyearandtheN etAssetValueoftheFundasatJune30,2005w ouldhavebeenhigherby
Rs.13,444,203/-.Consequentlythenum berofunitssold/redeem edduringtheperiodaswellastheelem ent
ofincom eandcapitalgains/(losses)inthepriceofunitssold lessthoseinunitsredeem edasrecordedbythe
Fundwouldalsohavebeendifferent.Theeffectsofsuchdifferencesontheaforem entioned'elem ent'have
notbeenquantifiedasthesam eisconsideredim practicablebythem anagem ent.

Exceptforthe effects ofthe m atterstated inparagraph (a)above,inouropinion and to thebestofour
inform ationandaccordingtotheexplanationsgiventous,thestatem entofassetsandliabilities,incom e
statem ent,distribution statem ent,statem entofm ovem entinunitholders'fundsandcashflow statem ent,
togetherwiththenotesform ingpartthereof,havebeenpreparedinaccordancewiththerelevantprovisionsof
the TrustD eed,the Non-Banking Finance Com panies (Establishm entand Regulation)Rules,2003 and
approved accounting standards asapplicable in Pakistanandpresentatrueandfairview ofthestateof
Fund'saffairsasatJune30,2005andofthetransactionsoftheFundfortheyearthenended.

KARACHI:July12,2005 CHARTERED ACCO UNTANTS

FordRhodesSidatHyder&Co.
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STATEM ENT O F ASSETS AND LIABILITIES
AS AT JUNE 30,2005

2 0 0 5 2 0 0 4

Note Rupees Rupees

Assets

Investm ents 5 1,597,523,641
AdvanceagainstpurchaseofTerm Finance Certificates -
Receivables 6 31,780,917
Prelim inaryexpenses andfloatation costs 7 1,954,796
Bank balances 8 232,210,681

482,224,800
147,500,000

1,259,661,454
2,454,795

114,734,050
Totalassets 1,863,470,035 2,006,575,099

Liabilities

Rem uneration payable to theM anagem entCom pany 9 3,249,229 3,714,774
Rem uneration payable to theTrustee 10 226,646 247,282
Creditors,accruedandotherliabilities 11 98,639,517 4,316,624

Totalliabilities 102,115,392 8,278,680

Com m itm ents 12

Netassets 1,761,354,643 1,998,296,419

Unitholders'funds (as perstatem entattached) 1,761,354,643 1,998,296,419

Num berofUnitsinissue 15,600,587 20,302,136

Netassetvalueperunit 112.90 98.43

Theannexed notesform anintegralpartofthesefinancialstatem ents.

ForFaysalAssetM anagem entLim ited

(M anagem entCom pany)

AhsanRazaDurrani AjazRahim M oham m adKhanHoti

ChiefExecutive Officer Director Director

ForCentralDepositoryCom panyofPakistanLim ited

(Trustee)

M oham m ad HanifJhakura

ChiefExecutive

FAYSAL
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INCOM E STATEM ENT
FOR THE YEAR ENDED JUNE 30,2005

Fortheyear
endedJune
30,2005

Forthe
period from
A pril7,2004
toJune30,

2004
Note Rupees Rupees

Incom e

Netgain/(loss)onsaleofheld-for-tradinginvestm ents 327,809,407 (14,095,186)

Incom efrom reverserepurchasetransactions oflistedsecurities 83,456,880 19,388,882
Profitearnedon Term FinanceCertificates 33,771,565 98,022

Dividendincom e 37,425,900 4,999,200
R eturnonbankbalances 2,442,670 2,962,270
Elem entofincom eandcapital(loss)/gainsin prices

ofunitssold lessthoseinunitsredeem ed (33,915,953) 195,152
450,990,469 13,548,340

U nrealizedlossonheld-for-tradinginvestm ents (152,090,893) (28,921,444)

298,899,576 (15,373,104)

Expenses

Rem unerationofthe M anagem entCom pany 9 42,885,730 9,102,109

Rem unerationoftheTrustee 10 2,906,001 604,624
Brokerageandsettlem entcharges 20,391,059 2,911,401

Bankcharges 36,370 9,600
Auditorsrem uneration 13 308,000 150,000
SEC Pannualfee 11.1 1,905,947 404,517

Listingfee 33,000 37,000
Am ortizationofprelim inaryexpensesand floatation costs 499,999 45,205

68,966,106 13,264,456
N etprofit/(loss)fortheyearbeforetaxation 229,933,470 (28,637,560)

Provisionfortaxation-current 14 3,279,651 (3,279,651)

Netprofit/(loss)fortheyearaftertaxation 233,213,121 (31,917,211)

N etprofit/(loss)perU nit 14.95 (1.57)

Theannexed notesform anintegralpartofthesefinancialstatem ents.

ForFaysalAssetM anagem entLim ited

(M anagem entCom pany)

AhsanR azaD urrani Ajaz Rahim M oham m adKhanHoti

ChiefExecutiveO fficer Director Director

ForC entralD epositoryCom panyofPakistanLim ited

(Trustee)

M oham m adHanifJhakura

ChiefExecutive

FAYSAL
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GROW TH FUND
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DISTRIBUTION STATEM ENT
FOR THE YEAR ENDEDJUNE 30,2005

Fortheyear
endedJune30,

2005

Fortheperiod
from April7,
2004toJune
30,2004

Rupees Rupees

Undistributedlossbroughtforw ard (31,917,211) -

Netincom e/(loss)fortheyear 233,213,121 (31,917,211)
Finaldistribution@ Rs.12.5per-unit transferredto
reserveforissueofbonusunits.Declaredfor
distributiononJuly 12,2005 (195,007,337) -

Accum ulatedprofit/(loss)carriedforw ard 6,288,572 (31,917,211)

Theannexednotesform anintegralpartofthesefinancialstatem ents.

ForFaysalAssetM anagem entLim ited

(M anagem entCom pany)

AhsanRaza Durrani AjazRahim M oham m adKhan Hoti

ChiefExecutiveO fficer Director Director

ForCentralDepositoryCom panyofPakistanLim ited

(Trustee)

M oham m adHanifJhakura

ChiefExecutive
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STATEM ENT O F M OVEM ENT INUNITHO LDERS'FUNDS
FOR THE YEAR ENDED JU N E30,2005

Fortheyear
endedJune 30,

2005

Fortheperiod
from A pril7,2004
toJune30,2004

Rupees

Netassets atthebeginningoftheyear 1,998,296,419 -

Am ounts receivedonissueof594,969U nits
(2004:20,910,674Units) 66,041,475 2,090,663,715
Am ounts paid onredem ptionof5,296,518Units(2004:
608,538Units)

(570,112,325) (60,254,933)

(504,070,850) 2,030,408,782
Elem entofincom e andcapitalgainsinpricesofunitssold
less those inunitsredeem ed 33,915,953 (195,152)

Netprofit/(loss)fortheyear 233,213,121 (31,917,211)

Netassets asattheendoftheyear 1,761,354,643 1,998,296,419

Netassets asattheendoftheyearconsistof:

Capitalaccount 1,560,058,733 2,030,213,630
R eserveforissueof1,942,304(2004:N il)bonusunits 195,007,337 -
Accum ulated profit/(loss) 6,288,572 (31,917,211)

1,761,354,643 1,998,296,419

Theannexednotesform anintegralpartofthesefinancial
statem ents

ForFaysalAssetM anagem entLim ited

(M anagem entCom pany)

AhsanRazaDurrani AjazR ahim M oham m adKhanH oti

ChiefExecutiveO fficer Director Director

ForCentralDepositoryCom panyofPakistanLim ited

(Trustee)

M oham m adHanifJhakura

ChiefExecutive
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CASH FLOW STATEM ENT
FOR THE YEAR ENDED JUNE 30,2005

Fortheyear
endedJune 30,

2005

Fortheperiod
from A pril7,

2004toJune30,
2004

Note Rupees Rupees
Cash Flow from O peratingActivities

Netincom e 229,933,470 (28,637,560)

Adjustm entsfor:

NetgainonsaleofH eldfortradinginvestm ents (327,809,407) 14,095,186

Elem entofincom eand capitalgains includedinpricesofunits

soldlessthoseinunitsredeem ed 33,915,953 (195,152)

Securities andderivativefinancialinstrum ents -net

Unrealizedlosson Heldfortradinginvestm ents 152,090,893 28,921,444

Am ortization ofprelim inaryexpenses andfloatationcosts 499,999 45,205

88,630,908 14,229,123

(Increase)/DecreaseinAssets

Receivables(excludingadvancetaxation) 1,161,656,833 (1,180,594,584)

O therassets 147,500,000 (150,000,000)

1,309,156,833 (1,330,594,584)

Increase/(Decrease)inCurrentLiabilities

Rem unerationpaidtotheM anagem entCom pany (465,545) 3,714,774

Rem unerationpaidtotheTrustee (20,636) 247,282

Creditors,accruedandotherliabilities(excludingtaxation) 2,490,591 1,036,973

2,004,410 4,999,029

Sale ofinvestm ents 10,900,420,056 309,254,428

Purchase ofinvestm ent (11,676,805,583) (913,562,728)

Advancetax paid (1,859,143) -

621,547,481 (1,915,674,732)

Cash Flow from FinancingActivities

Am ounts receivedonissueofU nits 66,041,475 2,090,663,715

Paym entagainstredem ptionofUnits (570,112,325) (60,254,933)

Netreceipts/(paym ents)m adeagainstsale/(redem ption)ofunits (504,070,850) 2,030,408,782

Netincreaseinbalance withbanksduringthe year 117,476,631 114,734,050

Bankbalancesatthebeginning oftheyear 114,734,050 -

Bankbalancesattheendoftheyear 8 232,210,681 114,734,050

Theannexed notesform anintegralpartofthesefinancialstatem ents

ForFaysalAssetM anagem entLim ited

(M anagem entCom pany)

AhsanRazaDurrani AjazRahim M oham m adKhanHoti
ChiefExecutiveO fficer Director Director

ForC entralD epository Com panyofPakistanLim ited
(Trustee)

M oham m adHanifJhakura
ChiefExecutive
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NO TES TO THEFINANCIALSTATEM ENTS
FO R THEYEA R EN D ED JU N E30,2005

1. LEG ALSTATUSAND NATURE OFBUSINESS

2. STATEM ENTO FCO M PLIANCE

3. BASIS OF M EASUREM ENT

4. SUM M ARY OF SIG NIFICANT ACCO UNTING PO LICIES

4.1 Investm ents

FaysalBalanced G rowth Fund (theFund)has been establishedundertheN on-BankingFinance
Com panies(Establishm entandRegulation)Rules,2003(theNBFCRules)andhasbeenauthorized
asaunittrustschem ebytheSecuritiesandExchangeCom m issionofPakistan(SECP)onFebruary
18,2004.IthasbeenconstitutedunderaTrustDeed,datedJanuary29,2004,betweenFaysalAsset
M anagem entLim ited,acom panyincorporatedundertheCom paniesO rdinance,1984andM uslim
Com m ercialFinancialServices(Private)Lim ited(M CFSL)astheTrustee,alsoincorporatedunder
theCom paniesO rdinance,1984andawhollyownedsubsidiaryofM uslim Com m ercialBankLim ited
till June 04, 2005 and thereafter between FaysalAsset M anagem ent Lim ited, a com pany
incorporatedundertheCom paniesO rdinance,1984andCentralDepositoryCom panyofPakistan
Lim ited(CDC)astheTrustee.

The Fund is an openended balanced m utualfundandoffersunitsforpublicsubscriptionona
continuousbasis.Theunitsaretransferableandcanalsoberedeem edbysurrenderingtotheFund.
TheunitsarelistedontheKarachiStockExchange.

TheprincipalactivityoftheFundistom akeinvestm entsinequitym arketandfixedincom esecurities
includingm oneym arketinstrum ents.

Thesefinancialstatem entshavebeenpreparedinaccordancewithapprovedaccountingstandards
as applicableinPakistanandthe requirem entsoftheTrustD eedandtheN BFC R ules.Approved
accounting standardscom prise ofsuchInternationalAccounting Standardsasnotifiedunderthe
provisions oftheC om paniesO rdinance,1984.W herevertherequirem entsoftheTrustD eed,the
N BFC R ules,ordirectivesissuedbytheSEC Pdifferw iththerequirem entsofthesestandards,the
requirem entsoftheTrustD eed,theN BFC Rulesandthesaiddirectivestakeprecedenceexceptfor
thevaluationofterm financecertificatesasstatedinNote4.1and5.4tothefinancialstatem ents.

Thesefinancialstatem entshavebeenpreparedunderthehistoricalcostconvention,exceptforthe
m easurem entatfairvalueofheld-for-tradinginvestm entsecurities.

Investm entsw hichareacquiredprincipallyforthepurposeofgeneratingaprofitfrom short
term fluctuations inprice ordealer's m arginareclassified as held-for-trading.Investm ents
thatare notheld to m aturity and notheld fortrading are classified as available for sale.
Investm ents withfixed m aturityw herem anagem enthasboththeintentandabilitytoholdto
m aturity,areclassifiedasheld-to-m aturity.

Allinvestm entsareinitiallyrecognizedatcost,beingthe fairvalue oftheconsiderationgiven
includingacquisitionchargesassociatedwiththeinvestm ent.
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Afterinitialrecognition,investm entswhichareclassifiedasheld-for-tradingandavailable-for-
sale are rem easured at fair value.G ains or losses on investm ents held-for-trading are
recognizedinincom e.G ainsorlossesonavailable-for-saleinvestm entsarerecognizedinthe
unitholders'fundsuntiltheinvestm entissoldorotherwisedisposedoff,oruntiltheinvestm ent
isdeterm inedtobeim paired,atw hichtim ethecum ulativegainorlosspreviouslyreportedin
unitholders'fundsisincludedinincom e. Investm entsclassifiedasheld-to-m aturityarestated
atam ortizedcost.

Forinvestm entinG overnm entsecuritiesfairvalueisdeterm inedbyreferencetoquotations
obtainedfrom Reuters.Forinvestm entsinm arketableequitysecurities,fairvalueisdeterm ined
byreferencetoStockExchangequotedm arketpricesatthecloseofbusinessonbalancesheet
date.

UptilM ay 11,2005the Fund'spolicy was to value listedTFC s atfairvalue determ ined by
referencetoStockExchangequotedm arketpricesatthecloseofbusinessonbalancesheet
date andunlisted TFCs attheirinvestm entpriceasrequiredbytheN BFC R ules.W itheffect
from M ay12,2005,them anagem enthaschangedtheaboveaccountingpolicywithrespectto
valuation ofTFCsw hicharenow valuedonthebasis ofdiscounted cash flow m ethod.The
m anagem enthasm adethischangeasTFCsareneitheractivelytradedontheStockExchange
to reflecttheprevailinginterestratesadjustm entin them oneym arketnortheirquotedprices
areadjusted forthe redem ptions.Inorderto adopta policy thatis fairto allinvestors the
m anagem ent has determ ined the fair value of both listed and unlisted TFCs using the
discountedcashflowm ethodasitreflectsfairm easurem entofsuchinvestm entasallowedby
IAS-39.AstheFundhasacquiredTFC sduringtheyearthereisnofinancialim pactofthe
abovechangeonopeningbalanceofretainedearnings.Thefinancialim pactofthechangein
accountingpolicyforthecurrentyearhasbeendisclosedinnote5.4.

Transactionsofpurchaseunderresale(reverse-repo)ofm arketableandgovernm entsecurities
areenteredintoatcontractedratesforspecifiedperiodsoftim e.Securitiespurchasedw itha
corresponding com m itm ent to resell at a specified future date (reverse-repos) are not
recognizedinthestatem entofassetsandliabilities.Am ountspaidundertheseagreem entsare
includedinreceivables.Thedifferencebetweenpurchaseandresalepriceistreatedasincom e
from reverserepurchasetransactionsandaccruedoverthelifeofthereverse-repoagreem ent.

Transactionsofsaleunderrepurchase(repo)ofm arketableandgovernm entsecuritiesare
entered into at contracted rates for specified periods of tim e. Securities sold with a
sim ultaneous com m itm entto repurchase ata specified future date (repos)continue to be
recognized in the statem entofassetsand liabilitiesand are m easured in accordance with
accountingpoliciesforinvestm entsecurities.Thecounterpartyliabilitiesforam ountsreceived
under these transactions are recorded as liabilities. The difference between sale and
repurchase price is treated as borrowing charges and accrued over the life ofthe repo
agreem ent.

U nitsissuedarerecordedattheofferpriceprevalentonthedaytheunitsareissued.Theoffer
pricerepresentsthenetassetvalueofunitsattheendofthedayplustheallow ablesalesload.
The sales load is payableto the M anagem entCom pany asprocessing fee.Issueofunitsis
recordedonacceptanceofapplicationfrom investor.

Units redeem ed are recorded atthe redem ption price,prevalenton the day the units are
redeem ed.Theredem ption price represents the net asset value at the end of the day.
Redem ptionofunitsisrecordedonacceptanceofapplicationforredem ption.

4.2 Securitiesunderrepurchase/resaleagreem ents

4.3 Issueandredem ptionofunits
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4.4 Revenuerecognition

4.5 Elem entofincom eandcapitalgainsinpricesofunitssoldlessthoseinunitsredeem ed

4.6 Taxation

4.7 Tradedateaccounting

4.8 O ffsettingoffinancialassetsandliabilities

4.9 NetAssetValueperUnit

G ainorlossonsaleofm arketableandgovernm entsecuritiesisaccountedforintheyearin
whichitarises.

Dividendincom eisrecordedwhentheshareholders'righttoreceivepaym entisestablished.

M ark-up on governm ent securities, term finance certificates, return on certificates of
investm ent,profitoncleanplacem entsandreturnonbankbalancesarerecognizedonatim e
proportionbasis.

To preventthe dilution ofper unitincom e and distribution ofincom e already paid outon
redem ption,asdividend,anequalizationaccountcalled“elem entofincom eandcapitalgainsin
pricesofunitssoldlessthoseinunitsredeem ed”iscreated.

The“elem entofincom eandcapitalgainsinpricesofunitssoldlessthoseinunitsredeem ed”
accountiscreditedwiththeam ountrepresentingnetincom eandcapitalgainsaccountedforin
thelastannouncednetassetvalueandincludedinthesaleproceedsofunits.Uponredem ption
ofunits,the“elem entofincom e and capitalgains in prices ofunits sold less those in units
redeem ed”accountis debited with the am ountrepresenting netincom e and capitalgains
accountedforinthelastannouncednetassetvalueandincludedintheredem ptionprice.

The net“elem entofincom e and capitalgains in prices ofunits sold less those in units
redeem ed”duringanaccountingyearistransferredtotheincom estatem ent.

Provision forcurrenttaxation is based on taxable incom e atthe prevailing ratesoftax.The
incom eoftheFundisexem ptfrom taxationunderclause99ofthePartIofthe2 Scheduleto
the Incom e Tax O rdinance, 2001,subjectto the condition thatnotless than 90% of its
accountingincom eoftheyear,asreducedbycapitalgainsw hetherrealizedorunrealized,is
distributedam ongsttheunitholders.

Allregularwaypurchases/salesofinvestm entsarerecognizedonthetradedate,i.e.,thedate
the Fund com m its to purchase /sellthe investm ents.Regularway purchases orsales of
investm entrequiredeliveryofsecuritieswithinthreedaysafterthetransactiondateasrequired
byStockExchangeregulations.

Financialassets and financialliabilities are only offsetand thenetam ountreported in the
statem entofassets and liabilities when there is a legally enforceable rightto setoffthe
recognizedam ountandtheFundintendstoeithersettleonanetbasis,ortorealizetheasset
andsettletheliabilitysim ultaneously.

ThenetassetvalueperunitdisclosedintheStatem entofAssetsandLiabilitiesiscalculatedby
dividingthenetassetsoftheFundbythenum berofunitsoutstandingattheperiod/yearend.

nd
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4.10Earnings per unit

4.11 Prelim inary expenses and floatation costs

Earningsperunitiscalculatedbydividingthenetincom efortheyearbythenum berofunits
outstandingasattheendoftheyear.

Prelim inary expenses and floatation costs represent expenditure incurred prior to the
com m encem entoftheFund.Thesecostsarebeingam ortizedoveraperiodofsixtym onths.

2 0 0 5 2 0 0 4

Note Rupees Rupees

5. INVESTM ENTS

Held-for-trading

Listedequitysecurities 5.1 983,217,844 482,224,800

Listeddebtsecurities 5.2 512,341,208 -

1,495,559,052 482,224,800

Unlisteddebtsecurities 5.3 101,964,589 -

1,597,523,641 482,224,800

No.of

shares N o.of

atthe Acquired Bonus/right Disposed shares M arket

beginning duringthe sharesreceived duringthe attheend value % of

oftheyear year duringtheyear year oftheyear (Rupees) netassets

5.1 Listedequitysecurities*

293,000 5,735,500 11,000 (6,039,500) - - 0.00%

- 1,690,000 - (1,040,000) 650,000 8,320,000 0.47%

69,500 16,200 - (85,700) - - 0.00%

- 25,000 - (25,000) - - 0.00%

- 2,500 - (2,500) - - 0.00%

- 1,238,000 - (770,000) 468,000 21,294,000 1.21%

- 300,000 - - 300,000 6,540,000 0.37%

- 1,000,000 - - 1,000,000 66,750,000 3.79%

- 810,000 - (810,000) - - 0.00%

- 2,102,300 30,000 (2,132,300) - - 0.00%

- 2,175,000 50,000 (1,825,000) 400,000 31,720,000 1.80%

- 300,000 - (100,000) 200,000 7,900,000 0.45%

- 1,188,600 20,000 (1,088,600) 120,000 9,360,000 0.53%

- 500,000 - (4,900) 495,100 20,175,325 1.15%

- 200,000 - - 200,000 4,600,000 0.26%

- 25,000 - (25,000) - - 0.00%

35,000 3,500 - (38,500) - - 0.00%

504,000 7,671,600 - (7,922,600) 253,000 97,658,000 5.54%

- 4,404,900 - (4,304,700) 100,200 6,142,260 0.35%

- 775,000 - (475,000) 300,000 6,945,000 0.39%

* O rdinarysharehavingafacevalueofR s.10/-each
unlessstatedotherwise.

Cem ent

DG KhanCem entLim ited

FaujiCem entCom panyLim ited

KohatCem entLim ited

PoineerCem entLim ited

CheratCem entLim ited

LuckyCem entLim ited

M apleLeafCem entLim ited

InsuranceCom panies

Adam jeeInsuranceCom panyLim ited

Com m ercialBanks

BankofPunjabLim ited

NationalBankofPakistan

M uslim Com m ercialBank

UnionBankLim ited

AskariCom m ercialBankLim ited

BankAlfalahLim ited

NDLC -IFICBank
PakistanIndustrialCredit&Investm ent
Corporation

O il&G asM arketingCom panies

ShellPakistanLim ited

PakistanStateO ilCom panyLim ited

SuiNorthernG asPipelinesCom panyLim ited

SuiSouthernG asCom panyLim ited
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No.of

shares N o.of

atthe Acquired Bonus/right Disposed shares M arket

beginning duringthe sharesreceived duringthe attheend value % of

oftheyear year duringtheyear year oftheyear (Rupees) netassets

Transport

PakistanInternationalAirlines - 100,000 - (100,000) - - 0.00%

Chem icals

ICIPakistanLim ited - 3,596,400 - (2,828,400) 768,000 59,520,000 3.38%

PakistanPTALim ited - 8,865,000 - (8,865,000) - - 0.00%

O il&G asExplorationCom panies

PakistanO ilFieldsLim ited - 4,690,800 - (4,595,600) 95,200 26,789,280 1.52%

O ilandG asDevelopm entCom panyLim ited - 15,959,000 - (15,511,300) 447,700 47,142,810 2.68%

PakistanPetroleum Lim ited - 6,471,300 - (5,621,300) 850,000 182,835,000 10.38%

Fertilizer

FaujiFertilizerCom panyLim ited 530,000 1,751,900 92,670 (2,374,570) - - 0.00%

FaujiFertilizerBinQ asim Lim ited - 2,586,500 - (2,086,500) 500,000 13,450,000 0.76%

EngroChem icalPakistanLim ited - 946,900 - (597,400) 349,500 40,279,875 2.29%

SyntheticandRayon

DewanSalm anFibresLim ited 400,000 950,750 36,750 (687,500) 700,000 11,795,000 0.67%

DewanFarooqSpinningM illsLim ited - 1,500,000 - - 1,500,000 13,200,000 0.75%

TechnologyandCom m unication

Pakistan Telecom m unicationCom panyLim ited 2,824,000 21,034,500 - (21,953,500) 1,905,000 125,634,750 7.13%

Callm ateTelipsTelecom Lim ited 593,000 - (1,000) 592,000 23,088,000 1.31%

TelCardLim ited 1,593,500 - - 1,593,500 19,361,025 1.10%

Textile

KohinoorTextileM illsLim ited 539,000 361,000 29,640 (921,070) 8,570 325,660 0.02%

NaginaCottonM illsLim ited 54,500 16,500 - - 71,000 1,846,000 0.10%

AzgardNineLim ited - 1,207,000 - (72,000) 1,135,000 36,320,000 2.06%

NishatM illsLim ited - 334,000 - (334,000) - - 0.00%

Nishat(Chunian)Lim ited - 94,400 - (10,000) 84,400 8,026,440 0.46%

Pow erG eneration&Distribution

HubPowerCom panyLim ited 3,000,000 3,375,000 - (6,375,000) - - 0.00%

Refineries

NationalRefineryLim ited - 307,800 - (255,500) 52,300 16,542,49 0 0.94%

AttackRefineryLim ited - 40,000 - (40,000) - - 0.00%

M odaraba

FirstHabibM odaraba - 422,500 1,500 - 424,000 3,392,000 0.19%

Close-EndM utualFund

PICICG rowthFund - 1,250,000 - (1,250,000) - - 0.00%

Paper&Board

PackagesLim ited - 38,320 - (26,100) 12,220 1,710,800 0.10%

Cable&ElectricG oods

PakElectronLim ited - 732,000 47,310 (416,600) 362,710 14,472,129 0.82%

PakElectronLim ited-Preferenceshares - 5,000,000 - - 5,000,000 50,000,000 2.84%

Investm entBanks/Co/Securities

FirstDawoodInvestm entBankLim ited - 5,000 - - 5,000 82,000 0.00%

8,249,000 113,986,170 318,870 (101,611,640) 20,942,400 983,217,844 55.82%
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Bonus/right
N o.ofNo.ofholding

atthe Acquired
shares
received Disposed holdingsat

theend M arketvalue
% of

beginningof
theyear

duringthe
year

duringthe
year

duringthe
year oftheyear (Rupees)

net
assets

N o.ofholdings

5.2 Listeddebtsecurities

Com m ercialBanks

UnitedBankLim ited (1stissue) - 25,000 - - 25,000 118,772,350 6.74%

UnitedBankLim ited (2
nd
issue) - 5,000 - - 5,000 24,365,080 1.38%

LeasingCom panies

TrustLeasingCom panyLim ited - 4,500 - - 4,500 19,654,020 1.12%

Investm entCom panies

JahangirSiddiqui&Com panyLim ited - 7,650 - - 7,650 35,566,519 2.02%

TechnologyandCom m unication

Telecard - 20,000 - - 20,000 100,149,917 5.69%

O il& G asExplorationC om panies

C handaO il&G asSecuritizationC om panyLtd. - 30,000 - (2,000) 28,000 139,584,430 7.92%

N am atBasalO il&G asSecuritizationC om panyLtd. - 15,000 - 15,000 74,248,892 4.22%

- 107,150 - (2,000) 105,150 512,341,208 29.09%

5.3 Unlisteddebtsecurities

TransportandC om m unication

SpellTelecom - 102 - - 102 101,964,589 5.79%

- 102 - - 102 101,964,589 5.79%

Asstatedinnote4.1TFC s,bothlistedandunlisted,arevaluedbasedondiscountedcashflow
m ethodasallowedbyIAS-39.However,theNon-BankingFinanceCom panies(Establishm entand
Regulation)Rules,2003requirelistedsecuritiestobevaluedonthebasisoftheclosingpriceofthe
StockExchangeonwhichthesam earelistedandunlistedtobevaluedattheinvestm entprice.Had
thesebeenvaluedonthebasisrequiredbytheN BFC R ules,thenetincom efortheyearandnet
assetasofthebalancesheetdatewouldhavebeenhigherbyRs.13,444,203/-.

Further,thenetassetvalue ofthe Fund during the lastquarterm ay also have been loweror
higherbased on the prevailing stock exchange rates and as such there m ay bedifferencesin
the “elem entofincom e and capitalgains in prices ofunits sold less those ofunits redeem ed”
accordingly.Theim pactofthem ethodusedbytheFundonthe“elem entofincom eandcapital
gains inpricesofunitssoldlessthoseofunitsredeem ed”paidorreceivedisnotquantifiableand
is considered im m aterial as difference between the closing Stock Exchange price and
discounted cash flow forterm finance certificates form lessthan0.77% ofthenetassetvalue at
theyearend.

5.4



AnnualR eport2005

26

FAYSAL
BALANCED
GROW TH FUND

5.5 Significantterm sandconditionsofTFC sareasfollow s:

M ark-up
Num berof FaceValue Rate Secured/

Nam eofSecurity Certificates (Rs.) (Perannum ) M aturity Unsecured Rating

UnitedBankLim ited(1stissue) 25,000 5,000 8.45% August,2012 Unsecured A

UnitedBankLim ited (2ndissue) 5,000 5,000 9.49% M arch,2013 Unsecured A

TrustLeasingCom panyLim ited 4,500 4,500 July,2009 Secured AA-3% +6m onths
KIBO R

JahangirSiddiqui&Com panyLim ited 7,650 5,000 8.29% Dec,2009 Unsecured AA+

ChandaO il&G asSecuritization
Com panyLim ited 30,000 5,000 Feb,2012 Secured A

3.25% +3m onths
KIBO R

Naim atBasalO il&G asSecuritization
Com panyLim ited 15,000 4,950

2.5% +6m onths
KIBO R April,2010 Secured A

SpellTelecom 102 1,000,000 O ct,2005 Secured A3.5% +6m onths
KIBO R

TeleCard 20,000 5,000
3.75% +6m onths

KIBO R M ay,2011 Secured A

2 0 0 5 2 0 0 4
Note Rupees Rupees

5.6 C ostofheld-for-tradinginvestm ents as atJune30,2005 1,749,752,659 511,146,244

5.7 N etunrealized(loss)/gainduringtheyearinthevalue
ofinvestm entsclassifiedasHeld -for-trading

M arketvalueofm arketable securitiesclassifiedas
H eldfortrading 1,597,523,641 482,224,800
Less:Costofm arketablesecuritiesclassifiedas

Heldfortrading 1,749,752,659 511,146,244
(152,229,018) (28,921,444)

Netunrealizedgain /(loss)in m arketvalueofsecurities
C lassifiedasH eldfortradingatthebeginningoftheyear 28,921,444 -
Less:R ealizedondisposalduringtheyear 28,783,319 -

138,125 -

(152,090,893) (28,921,444)

6. RECEIVABLES -considered good
Againstsaleofheld-for-tradinginvestm ents-net 10,984,022 79,066,870
Inrespectofreverserepurchasetransactionsof

listedequitysecurities 6.1 - 1,175,765,955
O therreceivables

M ark-upreceivableon Term FinanceCertificates 14,540,076 -
Dividendreceivable 3,992,270 3,699,200
Advancetax 6.2 1,859,143 -
Incom ereceivableonm oney m arkettransactions - 564,453
Returnreceivableonbankbalances 311,388 564,976
Prepaidsettlem entcharges 94,018 -

31,780,917 1,259,661,454

6.1 Them arketvalueoflistedequitysecuritiesheldinrespectoftheseaggregatestoR s.N il(2004:
Rs.1,215,200,305).
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6.2 This representstaxwithheldtillSeptem ber30,2004underthenew lyinsertedSection233(A)of
theIncom eTaxO rdinance,2001throughFinanceAct,2004.Thisam ountw illbeclaim edas
refundableinthereturnofincom efortheyearendingJune30,2005.

2 0 0 5 2 0 0 4

Rupees Rupees

7. PRELIM INARYEXPENSESANDFLO ATATIO NCO STS

Prelim inaryexpenses andfloatationcosts incurred 2,454,795 2,500,000

Less:Am ortizationduringtheyear 499,999 45,205

BalanceasatJune30,2005 1,954,796 2,454,795

8. BANKBALANCES -localcurrency

Indepositaccounts 232,210,681 114,734,050

9. REM UNERATIO NPAYABLETO THEM ANAG EM ENTCO M PANY

TheM anagem entC om panyisentitledtoarem unerationforservicesrenderedtotheFundunderthe
provisionsoftheN BFC R ules,2003duringthefirstfiveyearsofafundsexistence,ofanam ountnot
exceedingthreepercentoftheaverageannualnetassetsoftheFundandthereafterofanam ount
equaltotw opercentofsuchassets.

10. REM UNERATIO NPAYABLETO THETRUSTEE

TheTrusteeisentitledtoam onthlyrem unerationforservicesrenderedtotheFundunderthe
provisions oftheTrustD eedasperthetariffspecifiedtherein,basedonthedailynetassetsvalueof
thefund.

2 0 0 5 2 0 0 4

Note Rupees Rupees

11. CREDITO RS,ACCRUEDANDO THERLIABILITIES

Againstpurchaseofheld-for-tradinginvestm ent-net 95,111,954 -

Salesloadpayable 791,269 146,648

SECPannualfeepayable 11.1 2,310,463 404,517

Accruedexpenses 425,831 150,000

Settlem entchargespayable - 335,808

Provisionfortaxation - 3,279,651

98,639,517 4,316,624

11.1 SECPannualfeepayable

ThisrepresentsannualfeepayabletotheSecuritiesandExchangeC om m issionofPakistan
(SEC P)in accordancewith R ule79oftheN BFC R ules,2003,w herebytheFundisrequiredto
paySEC Panam ountequaltoonetenthof1% oftheaverageannualnetassetoftheFund.
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2 0 0 5 2 0 0 4

Rupees Rupees

12. CO M M ITM ENTS

Carryovertransactions(includingtransactionstoberolledover)

enteredintobytheFundinrespectofw hichthepurchase

transactionhasnotbeensettledasatJune30 - 2,463,021,625

Fortheyear
endedJune
30,2005

Fortheperiod
from A pril7,
2004 toJune
30,2004

Rupees Rupees
13. AUDITO RS'REM UNERATIO N

Auditfee 200,000 125,000
Othercertification andservices 75,000 -
Reviewofstatem entofcom pliancewithCode ofCorporate
G overnance 33,000 25,000

308,000 150,000

14. TAXATION

Inview ofaccountinglossfortheperiodendedJune30,2004,nodistributionhadbeenm adebythe
Fund.Accordingly,onprudencebasis,provisionforcurrenttaxationofR s.3,279,651/-w asm adein
theaccountsfortheperiodthenended.ThesaidprovisionofR s.3,279,651/-hasbeenreversed
duringthecurrentyearonthebasisofaclarificationissuedbyC entralBoardofR evenuevide circular
datedletterC.No.1(11)E&IC/2002dated D ecem ber04,2004.

N oprovisionforcurrentyeartaxationhasbeenm adeinthefinancialstatem entsinview ofthe
exem ptionunderC lause99ofP artItotheS econdS cheduleoftheIncom eTaxO rdinance,2001,
subjecttotheconditionthatnotlessth an90% ofitsincom eexcludingrealizedandunrealizedcapital
gainsfortheyearisdistributedam ongtheunitsholders.

15. TRANSACTIO NSW ITHCO NNECTEDPERSO NS

C onnectedpersonincludeFaysalAssetM anagem entLim itedbeing them anagem entcom pany,Faysal
BankLim itedandAqeelKarim DhedhiSecurities(Private)Lim ited.

2 0 0 5 2 0 0 4
Rupees Rupees

FaysalAssetM anagem entLim ited
Rem unerationofM anagem entCom pany 42,885,730 9,102,109

Sales load 984,973 104,848

FaysalBankLim ited

Issueofunits - 2,000,000Units
Profitondepositaccount 2,305,831 2,953,187

AqeelKarim DhedhiSecurities(Pvt.)Lim ited
Brokeragefee 2,825,785 125,750
Purchaseofm arketable securities 2,353,881,336 120,152,750

Saleofm arketablesecurities 1,476,762,890 12,412,200
Profitonm oneym arkettransactions 3,800,827 7,043,753
Listedequitysecuritiespurchasedunderresalecom m itm ent 12,515,861,485 24,974,335,140
Listedequitysecuritiespurchasedunderresalecom m itm ent

m atured 12,518,597,972 24,653,153,369
Issueofunits - 1,000,000 Units
Redem ptionofunits - 400,000 Units
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Thetransactionsw ithconnectedpersonsareinthenorm alcourseofbusiness,atcontractedratesandterm s
determ inedinaccordancewithm arketrates.

16. INTERESTRATESENSITIVITYPO SITIO N

16.1 TheFund'sinterestratesensitivityrelatedtofinancialassetsandfinancialliabilitiesasatJune30,2005
canbedeterm inedfrom thefollow ing:

--------ExposedtoInterestRateRisk--------

Uptothree
m onths

M orethan
threem onths
anduptoone

year

M orethan
oneyear

Notexposed
toInterest
RateRisk

Total

-----------------------------------Am ountinRupees -----------------------------------

On-balancesheetfinancialinstrum ents

FinancialAssets

Investm ents 614,305,797 - - 983,217,844 1,597,523,641

Receivables - - - 31,780,917 31,780,917

BankBalances 232,210,681 - - - 232,210,681

846,516,478 - - 1,014,998,761 1,861,515,239

FinancialLiabilities

Rem unerationpayabletotheM anagem entCom pany - - - 3,249,229 3,249,229

Rem unerationpayabletotheTrustee - - - 226,646 226,646

Creditors,accruedandotherliabilities 98,639,517 98,639,517

102,115,392 102,115,392

On-balancesheetgap 846,516,478 - - 912,883,369 1,759,399,847

16.2 Theratesofreturnonfinancialassetsareas follows:

Percentage Percentage

2005 2004

Term FinanceCertificates 8.29% -12.85% 6% -10%

Bankbalances 0.5% 7.25% 1% -3%

Inaddition,duringtheyeartheFundalsochargedm ark-uponreverserepurchasetransactionsoflisted
equitysecuritiesrangingbetw een5.50% to11.87% (2004:5.50% to11% ).Thebalanceinthisaccountis
nilattheyearend.
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17. M ATURITIESO FASSETSANDLIABILITIES

------------------------------June30,2005 ------------------------------

Uptothree
m onths

M orethan
threem onths
anduptoone

year

M orethan
oneyear

Total

--------------------------Am ountinRupees ---------------------------

Assets

Investm ents 1,597,523,641 - - 1,597,523,641

Receivables 31,780,917 - - 31,780,917

Prelim inaryexpensesandfloatationcost 125,000 375,000 1,454,796 1,954,796

BankBalances 232,210,681 - - 232,210,681

1,861,640,239 375,000 1,454,796 1,863,470,035

Liabilities

Rem unerationpayabletotheM anagem entCom pany 3,249,229 - - 3,249,229

Rem unerationpayabletotheTrustee 226,646 - - 226,646

Creditors,accruedandotherliabilities 98,639,517 - - 98,639,517

102,115,392 - - 102,115,392

NetAssets 1,759,524,847 375,000 1,454,796 1,761,354,643

18. FINANCIALRISK M ANAG EM ENTPO LICIES

18.1 M arketpricerisk

M arketpricerisk is the risk thatthevalueofafinancialinstrum entwillfluctuateasaresultof

exposure on m arketable securities by following the internalguidelines of the Investm ent
Com m itteeandregulationslaiddownbytheSecuritiesandExchangeCom m issionofPakistan.

changes in m arket prices. The M anagem entCom pany m anages m arket risk by m onitoring

18.2 Yield/interestraterisk

Yieldriskistheriskofdeclineinearningsduetoadversem ovem entoftheyieldcurve.

Interestrateriskisthe risk thatthevalueofthefinancialinstrum entwillfluctuateduetochanges
in the m arketinterestrates.Sensitivity to interestrate risk arises from m ism atches offinancial
assets and liabilities and off-balance sheet financialinstrum ents that m ature or reprice in a
givenperiod.TheM anagem entCom panym anagesthese m ism atchesthroughriskm anagem ent
strategieswheresignificantchanges ingappositions canbeadjusted.

TheFundisnotm ateriallyexposedtoyield/interestrateriskastherearenointerestbearing
financialliabilitiesgivingrisetom ism atchesoffinancialassetsandfinancialliabilities.
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18.3 Liquidityrisk

Liquidity risk is the risk thatan enterprise willencounterdifficulty in raising funds tom eet
com m itm entassociated with financialinstrum ents.The M anagem entCom pany m anages
liquidityrisk by followinginternalguidelines oftheInvestm entCom m itteesuchasm onitoring
m aturities offinancialassets and financialliabilities and investing in highly liquid financial
assets.

TheFundisnotm ateriallyexposedtoliquidityriskasallobligations/com m itm entsoftheFund
are short term innature and allassets of the Fund are easily realizable /convertible into
cashontheStockExchangesandover-the-counterm arket.

18.4 Creditrisk

Creditrisk arising from the inability ofthe counterparties to m eetthe term s ofthe Funds
financialinstrum entcontracts isgenerallylim itedtotheam ounts,ifany,byw hichthecounter
party obligations exceed the obligations ofthe Fund.The Funds policy is to enter into
financial instrum ent contracts by following internal guidelines duly approved by the
Investm ent Com m ittee such as approving counter parties, approving credit lim its and
obtainingadequatecollateralandbyfollowingstrictcreditevaluationcriteria laiddow nbythe
m anagem ent.

Concentration ofcreditrisk existwhen changes in econom ic or industry factors sim ilarly
affectgroups ofcounterparties whose aggregate creditexposure is significantin relation to
the Funds totalcredit exposure.The Funds portfolio of financialinstrum ents is broadly
diversifiedandtransactions are entered intowithdiversecreditworthy counterpartiesthereby
m itigatinganysignificantconcentrations ofcreditrisk.

19. FAIRVALUEO FFINANCIALINSTRUM ENTS

Fairvalueisthe am ountforwhichanassetcouldbeexchanged,ora liability settled,between
know ledgeablew illingpartiesin an a rm 'slength transaction.C onsequentlydifferencescanarise
between carrying valuesandthefairvalueestim ates.

U nderlyingthedefinition offairvalueisthepresum ptionthattheFundisagoingconcernw ithout
any intention or requirem entto curtailm aterially the scaleofitsoperations or to undertake a
transactiononadverseterm s.

Financialassetsw hichare tradableinan openm arketarerevalued atthem arketpricesprevailing
onthebalancesheetdate.Theestim ated fairvalueofallotherfinancialassets andliabilities is
considerednotsignificantlydifferentfrom bookvalueastheitem sareshortterm innature.

2005 2004

Rupees Rupees

20. PERFO RM ANCETABLE

H ighestofferprice/unit 131.88 101.92

Lowestredem ption price /unit 97.47 97.81
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21. DATEO FAUTHO RISATIO N FO R ISSUE

Thesefinancialstatem ents w ereauthorizedforissuebyBoardofD irectorsofM anagem entC om pany
on July12,2005.

22. G ENERAL

22.1 Corresponding figures havebeenreclassified,wherevernecessary.Therewerenom aterial
reclassifications.

22.2 Figuresare roundedofftothenearestrupee.

ForFaysalAssetM anagem entLim ited

(M anagem entCom pany)

AhsanR azaD urrani Ajaz Rahim M oham m ad Khan Hoti

ChiefExecutiveO fficer Director Director

ForCentralDepositoryCom panyofPakistanLim ited

(Trustee)

M oham m adHanifJhakura

ChiefExecutive


