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LOYALTY TO ENTERPRISE

Launched to support the stock market, NIT-SEF has given a staggering
outperformance of 56% against the KSE-100 Index benchmark since
the year of inception till June 30, 2010. NIT-SEF has proven the
management’s skill set and expertise in Fund Management through
depressed market conditions. With investments in only eight blue chip
state owned enterprises, NIT-SEF has re-invented the concept of
investments in Equity Market amidst a volatile environment.
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FUND NAME
NIT- State Enterprise Fund

NAME OF AUDITORS
A.F.Ferguson & Co. Chartered Accountants

NAME OF TRUSTEE
Central Depository Company of Pakistan Limited

LIST OF BANKERS
Standard Chartered Bank (Pakistan) Limited
NIB Bank Limited
United Bank Limited
Bank Al Habib Limited
Allied Bank Limited
Summit Bank Limited (Formerly Arif Habib Bank Limited)

CORPORATE INFORMATION
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NIT-SEF Objective

The objective is to take advantage of market conditions and acquire Eligible Stocks, and write Put Options in favor of Foreign
and / or local investors as may be allowed by the Commission on the guarantee of Government, on such stocks thereby
creating an opportunity for investors to achieve superior returns in the long run.

Profile of Investment Manager

National Investment Trust Ltd. (NITL) is the first Asset Management Company of Pakistan, formed in 1962. NITL is the largest
asset management company of Pakistan with approximately Rs. 69 billion assets under management.  In order to cater to
varied needs of investors, NITL for the very first time in the 480 years history of the company, ventured in to fixed income
category by launching two Funds in the FY10. NIT Government Bond Fund, a very low risk product was launched in Nov. 2009
followed by NIT Income Fund which was introduced in Feb. 2010. With the launching of these two funds the family of Funds
of NIT has increased to six funds including 4 equity Funds and 2 fixed income nature Funds. NIT's distribution network
comprises of 19 NIT branches, various Authorized bank branches all over Pakistan and Arab Emirates Investment Bank (AEIB)
in Dubai(UAE). The Board of Directors of NITL consists of representatives of leading financial institutions, prominent industrialists
and nominee of Govt. of Pakistan. During the year rating of NITL has also been improved by one notch to “AM2” by Pakistan
Credit Rating Agency (PACRA), which denotes very strong capacity to manage risks inherent in asset management and the
asset manager meets very high investment management industry standards and benchmarks. All Investment decisions are
taken by the Investment Committee of NITL.

NIT-STATE ENTERPRISE FUND
FUND MANAGER REPORT 2009-10

Fund Information (NIT-SEF)

• Launch date 13th January 2009 • Minimum Investment: -

• Type Open End Equity Fund • Management Fee: 0.75%

• Fund Manager Manzoor Ahmed • Front End Load: 0.00%

• Fund Size as on June 30, 2010 Rs. 24.79 Billion • Back End Load: 0.00%

• Par Value Rs. 50 • Auditors: A.F.Ferguson & Company
Chartered Accountants

• NAV/unit Rs. 98.40 • Trustee: Central Depository Co.
of Pakistan Ltd.

• Pricing Mechanism Forward Pricing • Risk Profile Moderate / High

• Benchmark KSE 100 Index • Fund Rating: (Normal & Long term)
   (Ratings based on 30th June 2009.)  N/A

Fund Performance Analysis

Opening Net Assets (Rs. in billion) 15.24 0.10
Opening NAV/unit (Rs.) (Ex Div) 71.50 50.00
Ending Net Assets (Rs. in billion) 24.79 15.24
Ending NAV/unit (Rs.) 98.41 77.40
Cash Distribution/unit (Rs.)         - 5.90
Bonus Distribution/unit (Rs.) Interim 4.12
Bonus Distribution/unit (Rs.) Final 15.00
Dividend Yield (%) 26.74% 11.98
Capital Growth (%) 16.66% 45.18
Total Return (%) 43.40% 57.16
Maximum Funds under management during the year (Rs. in billion) 27.22 15.24

2008-092009-10
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Asset Allocation

NIT-State Enterprise Fund remained invested in Equities up to 73.01% (based on the investments made by NITL in the Fund)
as depicted in the pie chart below.

Sector Wise Breakdown of Equity Portfolio

This year KSE introduced new sectoral classifications based on Industry Classification Benchmark (ICB). The new classification
regime being implemented by KSE allocates each company to the sub sector that most closely describes the nature of its
business, according to which the companies listed at KSE have been allocated to 41 sectors as compared to 34 sectors
followed in a previously single-tier classification system.

According to new sector classification sector-wise breakdown of Fund’s equity portfolio as % of Net Assets is given below:

In December 2008, after the removal of the floor on individual stock prices, market started to adjust for long overdue correction.
Tremendous selling pressure particularly from the foreign investors made the conditions more alarming. In order to ward off
the systemic risk in the equity market, the Government of Pakistan decided to launch the State Enterprises Fund under the
management of NIT for the specific purpose of buying stocks of companies in which GOP has substantial shareholding. The
Fund was mandated to invest in eight eligible stocks irrespective of going into sector specific allocation.

NIT-STATE ENTERPRISE FUND
FUND MANAGER REPORT 2009-10
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As depicted by the above pie chart 54% of the Funds (as % of net assets) are invested in Oil & Gas Sector. 13% of the fund’s
portfolio is invested in commercial banks, 4% each in fixed telecommunication and gas and water multi utilities & 2% in
electricity sector.

Last year in line with its given mandate, the Fund has been in process of making investments in the eligible stocks and did
not resort to selling with a view to ensure sustainable recovery in the stock market. In the FY10, the stock market showed a
good strength rising 36% with few stocks increasing as high as 80%. The Fund offloaded some of its holdings particularly
its exposure in OGDCL which has been on persistent rising trend mainly on the back of foreign investors buying. The Fund
booked a substantial capital gain of Rs. 1.74 billion during the year and generated liquidity to invest in other eligible stocks
at attractive levels and also to support the stock market in any difficult period.

NIT-STATE ENTERPRISE FUND
FUND MANAGER REPORT 2009-10

Oil & Gas Development Co. Ltd. Paksitan Telecommunication Co. Ltd.
 
Pakistan Petroleum Ltd. Sui Southern Gas Company Ltd.
 
National Bank of Pakistan Kot Addu Power Company Ltd.
 
Pakistan State Oil Sui Northern Gas Pipelines Ltd.

Categorization of Unit Holders By Size--- (JUNE 2010)
CATEGEORY NIT-SEF UNITS HOLDERS % OF HOLDING
Institutional Investors 1 100%
TOTAL 1 100.00%

(At present the sole investor of NIT SEF is NITL as this Fund has not been offered to the general public as yet.)

Stock Market & Fund Performance Review

After two difficult years, Pakistan’s equity market finally bounced back this year by displaying a decent return of 36% to close
at 9,722 points against last year’s closing of 7,162 points. Aggregate market capitalization surged by 27% to US$ 32bn as
on 30th June 2010 from US$ 25bn as on 30th June 2009. Daily volumes for the year averaged 161mn shares, although
average volumes were up 53% from FY09 but it was more of a case of low base effect due to market floor on individual stock
prices which stayed for more than 3 months last year.

The fiscal year kicked off on a positive note with a cut in the profit rates of various National Savings schemes ranging from
50 to 190 bps. Approval of additional USD3.23bn funding for Pakistan by the IMF, reduction in SBP discount rate by 1% and
 upgrading of Pakistan’s rating to ‘B-’ by S&P were the major triggers for the equity market. Consequently foreign investor’s
confidence was also boosted which led to heavy inflows in the market.

The law & order conditions coupled with mounting political uncertainty subdued the upward trend in the market for a little
while; however, second cut of 50bps in the policy rate by SBP and historical consensus reached among the provinces on
the National Finance Commission (NFC) Award put the rally back on track.

Top Holdings

As stated above the investments of this Fund remain restricted to only eight eligible stocks. Therefore, top  holdings of the
Fund’s portfolio as on June 30th 2010 are as follows:
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The market commenced the second half of the fiscal year with a fresh momentum mainly driven by foreign portfolio investment
and improvement in domestic political environment as a result of introduction of 18th Amendment. Uncertainties regarding
implementation and modalities of Capital Gain tax (CGT) which was first time introduced through Budget FY-10-11 along with
severe crises in the European Financial markets caused some dent to the market but the unabated foreign investment though
concentrated to few mega stocks helped market to consolidate and close at 9,722 points as on June 30th 2010.

Relative Performance of NAV vs. KSE 100

NIT-STATE ENTERPRISE FUND
FUND MANAGER REPORT 2009-10

During the period under review NIT-SEF has outperformed the benchmark KSE-100 Index by an impressive margin of 7.65%
where Net Asset Value of NIT-SEF unit increased by 43.40% from Rs. 71.50 as on 30th June 2009 (Ex-Dividend) to Rs. 98.40
(after adjustment of interim distribution of bonus) as on June 30, 2010 against an increase of 35.74% in KSE-100 index
during the same period.

Performance of the Fund since inception

FY 09 FY 10 Return since inception
(From 13th Jan 09  (13th Jan. 2009
to 30th June 2009) to 30th June 2010)

The above table indicates that NIT-SEF provided a return of 116.84% since inception as compared to a return of 60.92% by
its benchmark of KSE-100 index during the same period thus outperforming the benchmark by a staggering margin of 56%.

Dividend declaration for the FY10

The Fund has earned a Net Income of Rs. 5.07 billion which translates into per unit earning of Rs. 21.86.NIT-SEF has declared
a final bonus @ 30% (Rs. 15/unit) on the face value of Rs. 50/- for unit holder of NIT-SEF for the year ended on 30th June
2010. This payout is in addition to an interim bonus of 8.24% (which translated into Rs. 4.12 per unit) declared by the Fund
on February 13, 2010, thus making a total payout in the form of bonus @  38.24% (translating into Rs. 19.12 per unit) on
the face value of Rs. 50/-.

NIT-SEF (%) 57.16% 43.40% 116.84%

KSE 100 (%) 18.55% 35.74% 60.92%

Dividend Per Unit (Rs.) 5.90 -

Bonus Distribution  Per Unit (Rs.)

On the face value of Rs. 50 - 38.24%

KSE 100 INDEX NAV OF NIT-SEF
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Economic Review:

Despite several hard challenges, Pakistan’s economy has shown resilience and kindled a moderate recovery in the outgoing
year. The Economic survey 2009-10 revealed that country’s economy grew by a provisional 4.1% as compared to modest
growth of 1.2% in the previous year and target of 3.3%.

The economic recovery was mainly driven by the sharp bouncing back of  Large Scale Manufacturing (LSM)  which posted
a growth of  4.4% and pushed the industrial growth to 5.2% also triggered a robust growth in services sector.

The Agriculture sector continued to play a pivotal role in Pakistan’s economy. It is the second largest
sector, accounting for over 21 percent of GDP, employing 45 percent of the country’s total work force. The Agriculture sector
grew an estimated 2%, against a target of 3.8%, and previous year’s growth rate of 4%. While the Crops sub sector declined
0.4% over the previous year, Livestock posted a healthy rise of 4.1%.

The Services sector which contributes over 53% of GDP registered a growth of 4.6%, as compared to 1.6% in 2008-09
supported by the growth in transport, storage & communication segment.

Amid still difficult global economic conditions, large costs to exports imposed by the war on terror, and a severe energy crisis
faced by Pakistan’s economy, the external sector witnessed an overall improvement during 2009-10. the country achieved
its highest ever exports mark of USD 19.6 billion in the fiscal year 2009-10 up 4% from the target of USD 18.8 billion and
slightly up by 2% from the exports recorded in FY09.. the current account deficit for FY10 improved to a provisional USD 3.5
billion, down 62% from the deficit of USD 8.9 billion in the last fiscal year.

After a period of containment, inflationary pressure has intensified since October last year on account of a number of adverse
developments, including the washing out of the base effect from the previous year and a sharp spike in global commodity
prices that has persisted since 2008 and which is exerting strong upward pressure on domestic prices. As a result, after
easing to a recent low of 8.9% in October 2009, overall CPI inflation accelerated to its high in April 10 at 13.3% YoY and
ended up at 11.7% in June 10, with food inflation at 12.5% and non-food inflation is recorded at 12.2%.

Foreign direct investment (private) stood at $2.2 billion during the current fiscal year as against $3.7 billion in the same period
last year thereby showing a substantial decline of 41%. Private portfolio investment on the other hand showed a net inflow
of $588 million as against a net outflow of $510 million during the comparable period of last year showing an outstanding
growth of 215.2% hence embossing a lot of confidence in the Pakistan’s equity market.

The medium term prospects for the economy are promising, provided the current path of reform is not abandoned. Pakistan
has achieved fairly impressive early success in its efforts to stabilize the economy from a parlous state of affairs in the
aftermath of the macroeconomic crisis of 2008. However, challenges of low domestic resource mobilization, low productivity,
high inflation, low savings and investments and continued reliance on external borrowings indicate fragility of recovery.
Therefore protecting the recovery is of paramount importance, and the government needs to keep a restrictive stance on
public spending. Greater realism about the prospects and accurate forecasts about resources and available funds for the
development plans at each level of government is needed.

(Economic data source: Economic Survey of Pakistan & SBP Website)

Other Disclosures under NBFC Regulations 2008

The Fund Manager hereby makes the following disclosures as required under the NBFC Regulations 2008;
a. The Management Company or any of its delegates did not receive any soft commission (goods & services)

from any of its brokers / dealers by virtue of transactions conducted by the Fund.
b. There was no unit split undertaken during the year.

NIT-STATE ENTERPRISE FUND
FUND MANAGER REPORT 2009-10
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TRUSTEE REPORT OF THE UNIT HOLDERS
NIT-STATE ENTERPRISE FUND

Report of the Trustee pursuant to Regulation 41(h) and Clause 9 of Schedule V of the Non-Banking Finance Companies
and Notified Entities Regulations, 2008

The NIT – State Enterprise Fund (the Fund), and open-end fund was established under a trust deed dated October 24,
2008, executed between National Investment Trustee 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 Funds during the year ended June 30, 2010
in accordance with the provisions of the following:

(i)  Limitations imposed on the investment powers of the Management Company under the constitutive documents of the Fund;

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

(iii) The Non-Banking Finance Companies (Establishment and Regulations) Rules, 2003, the Non-Banking Finance Companies
and Notified Entities Regulations, 2008 and the constitutive documents of the Fund.

Muhammad Hanif Jakhura
Chief Executive Officer
Central Depository Company of Pakistan Limited

Karachi, August 26, 2010
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INDEPENDENT AUDITORS’ REPORT TO THE UNIT HOLDERS
We have audited the accompanying financial statements of NIT – State Enterprise Fund which comprise the statement of assets and
liabilities as at June 30, 2010, and the related income statement, statement of comprehensive income, distribution statement, cash
flow statement and statement of movement in unit holders’ funds for the year ended June 30, 2010 and a summary of significant
accounting policies and other explanatory notes.

Management Company’s responsibility for the financial statements

The Management Company of the Fund is responsible for the preparation and fair presentation of these financial statements in accordance
with the approved accounting standards as applicable in Pakistan. This responsibility includes: designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in
the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance
with the auditing standards as applicable in Pakistan. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance whether the financial statements are free from material misstatements.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion the financial statements give a true and fair view of the state of the financial position of NIT – State Enterprise Fund as
of June 30, 2010 and of its financial performance, cash flows and transactions for the year ended June 30, 2010 in accordance with
approved accounting standards as applicable in Pakistan.

Other matters

In our opinion, the financial statements have been prepared in all material respects in accordance with the Non-Banking Finance
Companies and Notified Entities Regulations, 2008.

Chartered Accountants
Engagement Partner: Rashid A. Jafer
Dated:13-08-2010
Karachi

AUDITORS’ REPORT

Sd/-
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NIT - STATE ENTERPRISE FUND
STATEMENT OF ASSETS AND LIABILITIES
AS AT JUNE 30, 2010

Managing Director Director

Sd/- Sd/-

For National Investment Trust Limited
(Management Company)

Director

Sd/-

The annexed notes from 1 to 25 form an integral part of these financial statements.

ASSETS

Bank balances 3  6,737,141 490,108
Investments 4  18,886,654 14,864,085
Dividend and profit receivable 5  237,661 131,485
Unamortised formation costs  707  907

Total assets  25,862,163  15,486,585

LIABILITIES

Payable to National Investment Trust Limited - Management Company 6 15,659 9,833
Payable to Central Depository Company of Pakistan Limited - Trustee 7 651 365
Payable to Securities and Exchange Commission of Pakistan 8 20,604 4,671
Formation costs payable 1,000 1,000
Payable to National Clearing Company of Pakistan Limited 58,734 221,153
Payable against redemption of units 9 850,213  -
Accrued expenses and other liabilities 10 129,037 3,263

Total liabilities  1,075,898 240,285

NET ASSETS  24,786,265 15,246,300

Unit holders' funds (as per statement attached) 24,786,265 15,246,300

CONTINGENCIES AND COMMITMENTS 11

Number of units in issue 251,879,845 196,988,025

Net asset value per unit 98.41 77.40

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

2010 2009Note

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

----------- (Rupees) -----------
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NIT - STATE ENTERPRISE FUND
INCOME STATEMENT
FOR THE YEAR ENDED JUNE 30, 2010

Managing Director Director

Sd/- Sd/-

For National Investment Trust Limited
(Management Company)

Director

Sd/-

The annexed notes from 1 to 25 form an integral part of these financial statements.

INCOME

Dividend income 1,094,359 515,222
Capital gains 1,739,889 -
Profit on bank deposits 298,138 11,651

Total income 3,132,386  526,873

EXPENSES

Remuneration of National Investment Trust Limited - Management Company 162,645 9,833
Remuneration of Central Depository Company of Pakistan Limited - Trustee 6,793 1,613
Annual fee - Securities and  Exchange Commission of Pakistan 20,604 4,671
Custodian charges of Central Depository Company of Pakistan Limited 120 435
Settlement and bank charges 275 258
Amortisation of formation costs 200 93
Auditors' remuneration 12 464  275
Printing and related expenditure 1,442  -

Total expenses 192,543 17,178

Net income from operating activities 2,939,843  509,695

Element of income and capital gains included in prices of units issued less
    those in units redeemed 2,259,505  715,599

Provision for Workers' Welfare Fund
    -  Prior year  24,506  -
    -  Current year 103,945 -

Net income before taxation 5,070,897 1,225,294

Taxation 13  - -

Net income after taxation 5,070,897 1,225,294 

Earnings per unit (in Rupees) 14 21.19 7.90

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

Note
For the period

from January 13,
2009 to

June 30, 2009

For the year
ended

June 30, 2010
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NIT - STATE ENTERPRISE FUND
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED JUNE 30, 2010

Managing Director Director

Sd/- Sd/-

For National Investment Trust Limited
(Management Company)

Director

Sd/-

The annexed notes from 1 to 25 form an integral part of these financial statements.

Net Income for the year / period after taxation 5,070,897 1,225,294

Other comprehensive income 

Unrealised appreciation in the value of available for sale investments 4.1 3,961,782  4,171,605

Total comprehensive income for the year / period 9,032,679 5,396,899

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

Note
For the period

from January 13,
2009 to

June 30, 2009

For the year
ended

June 30, 2010
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NIT - STATE ENTERPRISE FUND
DISTRIBUTION STATEMENT 
FOR THE YEAR ENDED JUNE 30, 2010

Managing Director Director

Sd/- Sd/-

For National Investment Trust Limited
(Management Company)

Director

Sd/-

The annexed notes from 1 to 25 form an integral part of these financial statements.

Undistributed income brought forward 1,225,294  -

Net Income for the year / period after taxation 5,070,897  1,225,294

Final distribution for the period ended June 30, 2009: Rs 5.9 per unit (1,162,229)  -

Interim distribution by issue of bonus shares: Rs 4.12 per unit (1,074,605)  -

Undistributed income carried forward 4,059,357  1,225,294

Undistributed income comprising:

Realised income 4,059,357  1,225,294

Unrealised income -    -

4,059,357  1,225,294

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

For the period
from January 13,

2009 to
June 30, 2009

For the year
ended

June 30, 2010
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NIT - STATE ENTERPRISE FUND
STATEMENT OF MOVEMENT IN UNIT HOLDERS' FUND
FOR THE YEAR ENDED JUNE 30, 2010

Managing Director Director

Sd/- Sd/-

For National Investment Trust Limited
(Management Company)

Director

Sd/-

The annexed notes from 1 to 25 form an integral part of these financial statements.

Net assets at the beginning of the year / period  15,246,300 -

Issue of 68,692,389 units (2009: 196,988,025 units)  6,405,000 10,565,000

Redemption of  25,405,557 units (2009: Nil) (2,475,980) -
 3,929,020 10,565,000

ssue of 11,604,988 bonus units (2009: Nil) 1,074,605 -
20,249,925 10,565,000

Element of income and capital gains included
    in prices of units issued less those in units redeemed -
    transferred  to income statement (2,259,505) (715,599)

Net unrealised appreciation in the value of securities
    classified as 'available for sale '  - note 4.1 3,961,782  4,171,605

Capital gains 1,739,889 -

Other net income for the year / period after taxation 3,331,008 1,225,294

Interim distribution by issue of bonus shares: Rs 4.12 per unit (1,074,605) -

Final distribution for the year ended June 30, 2009: Rs 5.90 per unit (1,162,229) -

2,834,063 1,225,294

Net assets at the end of the year / period 24,786,265 15,246,300

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

For the period
from January 13,

2009 to
June 30, 2009

For the year
ended

June 30, 2010
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NIT - STATE ENTERPRISE FUND
CASH FLOW STATEMENT
FOR THE YEAR ENDED JUNE 30, 2010

Managing Director Director

Sd/- Sd/-

For National Investment Trust Limited
(Management Company)

Director

Sd/-

The annexed notes from 1 to 25 form an integral part of these financial statements.

CASH FLOWS FROM OPERATING ACTIVITIES

Net Income for the year / period after taxation 5,070,897  1,225,294

Adjustments:
Dividend income (1,094,359)  (515,222)
Profit on bank deposits (298,138)  (11,651)
Element of income and capital gains included in
    prices of units issued less those in units redeemed (2,259,505)  (715,599)
Amortisation of formation cost 200  -
Management participation fees 162,645  9,833

1,581,740  (7,345)
Increase in assets
Investments (60,787)  (10,692,480)
Unamortised formation cost -    (907)

(60,787)  (10,693,387)
Increase / (decrease) in liabilities 
Payable to Central Depository Company of Pakistan Limited - Trustee 286  365
Payable to Securities and Exchange Commission of Pakistan 15,933  4,671
Payable to National Clearing Company of Pakistan Limited (162,419)  221,153
Formation costs payable  -    1,000
Accrued expenses and other liabilities 125,774  3,263

(20,426)  230,452
Management participation fee paid (156,819)  -
Profit received on placements 236,527  11,168
Dividend received 1,049,794  384,220
Net cash inflow / (outflow) from operating activities 2,630,029  (10,074,892)

CASH FLOW FROM FINANCING ACTIVITIES
Net receipts from issue / (redemption) of units 4,779,233  10,565,000
Dividend paid (1,162,229)  -
Net cash inflow from financing activities 3,617,004  10,565,000

Net increase in cash and cash equivalents during the year / period 6,247,033  490,108
Cash and cash equivalents at the beginning of the year / period 490,108  -

Cash and cash equivalents at the end of the year / period 3 6,737,141 490,108

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

For the period
from January 13,

2009 to
June 30, 2009

For the year
ended

June 30, 2010
Note
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NIT - STATE ENTERPRISE FUND
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

1 LEGAL STATUS AND NATURE OF BUSINESS

The NIT - State Enterprise Fund (the Fund) was established under a Trust deed executed between National Investment Trust Limited (NIT) as
Management Company and Central Depository Company of Pakistan Limited (CDC) as Trustee. The Fund was approved by the Securities and
Exchange Commission of Pakistan (SECP) on October 22, 2008 in accordance with the Non-Banking Finance Companies (Establishment and
Regulation) Rules, 2003 (NBFC Rules) and the trust deed was executed on October 24, 2008. The units of the Fund were initially issued at Rs
50 per unit.

The Fund is an open-ended mutual fund. Units are offered for subscription on a continuous basis. The units are transferable and can be redeemed
by surrendering them to the Fund.

The core objective of the Fund is to take advantage of market conditions, creating an opportunity for investors to achieve superior returns in the
long run by acquiring a selection of equity securities of the Eligible Stocks and write Put Options in favour of Foreign Investors and / or local
investors as may be allowed by the Securities and Exchange Commission of Pakistan, on the guarantee of the Government of Pakistan. The Eligible
Stocks comprise of the following companies:

• National Bank of Pakistan 
• Kot Addu Power Company Limited 
• Pakistan State Oil Company Limited 
• Oil & Gas Development Company Limited 
• Pakistan Petroleum Limited 
• Sui Southern Gas Company Limited 
• Sui Northern Gas Pipelines Limited 
• Pakistan Telecommunication Company Limited

The Pakistan credit rating agency limited (PACRA) has assigned an asset management rating of ‘AM2’ to the management company.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies applied in preparation of these financial statements are set out below. These policies have been consistently
applied to all year / period presented except as explained in note 2.1.3 (a) to these financial statements.

2.1 Basis of preparation

2.1.1 Statement of compliance

These financial statements have been prepared in accordance with approved accounting standards as applicable in Pakistan. Approved accounting
standards comprise of such International Financial Reporting Standards (IFRS) issued by the International Accounting Standards Board as are
notified under the Companies Ordinance, 1984, the requirements of the Trust Deed, the Non-Banking Finance Companies (Establishment and
Regulation) Rules, 2003 (the NBFC Rules), the Non-Banking Finance Companies and Notified Entities Regulations, 2008 (the NBFC Regulations)
and directives issued by the Securities and Exchange Commission of Pakistan (SECP). Wherever the requirements of the Trust Deed, the NBFC
Rules, the NBFC Regulations or directives issued by SECP differ with the requirements of IFRS, the requirements of the Trust Deed, the NBFC
Rules, the NBFC Regulations or the directives issued by SECP prevail.

2.1.2 Accounting convention

These financial statements have been prepared under the historical cost convention except that investments have been carried at fair value.

2.1.3 Changes in accounting policies and disclosures arising from standards, interpretations and amendments to published approved accounting
standards that are effective in the current year

a) IAS 1 (revised), ‘Presentation of financial statements’ (effective from January 1, 2009). The revised standard prohibits the presentation of
items of income and expenses (i.e. ‘non-owner changes in equity’) in the statement of changes in equity. It requires non-owner changes in
equity to be presented separately from owner changes in equity. All non-owner changes in equity are required to be shown in a performance
statement, but entities can choose whether to present one performance statement (the statement of comprehensive income) or two statements
(the income statement and the statement of comprehensive income). Where entities restate or reclassify comparative information, they are 
required to present a restated statement of financial position (referred to as the statement of assets and liabilities in these interim financial
statements) as at the beginning of the comparative period, in addition to the current requirement to present statements of financial position
at the end of the current period and comparative period.

The Fund has applied IAS 1 (revised) from July 1, 2009, and has elected to present two separate performance statements. As a result, non-
owner changes in equity which were previously credited directly in the statement of movement in unit holders' fund and the distribution statement
are now shown as other comprehensive income in the performance statement (referred to as the statement of comprehensive income in these
financial statements). The change in presentation has not affected the values of the net assets of the Fund for either the current or any of the 
prior periods. Comparative information has been re-presented so that it is also in conformity with the revised standard.
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b) IAS 32 (amendment), ‘Financial instruments: Presentation’, and IAS 1 (amendment), ‘Presentation of financial statements – Puttable financial
instruments and obligations arising on liquidation’ (effective from January 1, 2009). The amended standards require entities to classify puttable
financial instruments, or components of instruments that impose on the entity an obligation to deliver to another party a pro rata share of the
net assets of the entity only on liquidation as equity, provided the financial instruments have particular features and meet specific conditions,
including that all financial instruments in the class of instruments that is subordinate to all other instruments have identical features. Keeping 
in view the requirements set out in the Non-Banking Finance Companies and Notified Entities Regulations, 2008 the adoption of this amendment
did not impact the classification of units in the financial statements of the Fund.

c) IAS 39 (amendment), ‘Financial instruments: Recognition and measurement’ (effective from January 1, 2009). The amendment was part of 
the IASB’s annual improvements project published in May 2008. The definition of financial asset or financial liability at fair value through profit
or loss as it relates to items that are held for trading was amended. This clarifies that a financial asset or liability that is part of a portfolio of 
financial instruments managed together with evidence of an actual recent pattern of short-term profit taking is included in such a portfolio on
initial recognition. The adoption of the amendment did not have a significant impact on the Fund’s financial statements.

d) IFRS 7 (amendment) ‘Financial instruments: Disclosures’ (effective from January 1, 2009). The amendment requires enhanced disclosures 
about fair value measurement and liquidity risk. In particular, the amendment requires disclosure of fair value measurements by level of a fair
value measurement hierarchy. The adoption of the amendment has resulted in certain additional disclosures but does not have an impact on 
the Fund’s financial position or performance.

e) There are other amendments to the approved accounting standards and interpretations that are mandatory for accounting periods beginning 
on or after July 1, 2009 but are considered not to be relevant or to have a significant effect on the Fund's operations and are therefore not 
detailed in these financial statements.

2.1.4 Standards, interpretations and amendments to published approved accounting standards that are not yet effective:

The following standards, amendments and interpretations to existing standards have been published and are mandatory for the Fund's accounting
periods beginning on or after January 1, 2010:

a) IAS 7 (Amendment), 'Statement of Cash Flows' (effective from January 1, 2010). The amendment requires that only expenditures that result 
in a recognised asset in the statement of financial position can be classified as investing activities. The amendment is not expected to have 
any impact on the Fund's financial statements.

b) IAS 24 'Related Party Disclosures' (revised) (effective from January 1, 2011). The revised standard simplifies the disclosure requirements 
for government-related entities and clarifies the definition of a related party.

There are certain other new standards, amendments and interpretations that are mandatory for accounting periods beginning on or after January
1, 2010 but are considered not to be relevant or to have any significant effect on the Fund's operations and are therefore not detailed in these
financial statements.

2.2 Critical accounting estimates and judgments

The preparation of financial statements in conformity with approved accounting standards requires the use of certain critical accounting estimates.
It also requires the management to exercise its judgment in the process of applying the Fund's accounting policies. Estimates and judgments are
continually evaluated and are based on historical experience, including expectations of future events that are believed to be reasonable under the
circumstances. The areas where various assumptions and estimates are significant to the Fund's financial statements or where judgment was
exercised in application of accounting policies principally relate to classification and valuation of investments (note 2.5 and note 4).

2.3 Functional and presentation currency

These financial statements are presented in Pak Rupees, which is the Fund's functional and presentation currency.

2.4 Cash and cash equivalents

Cash and cash equivalents include demand deposits with banks and other short term highly liquid investments with original maturities of three
months or less and which are subject to insignificant changes in value.

2.5 Financial assets

2.5.1 Classification

The Fund classifies its financial assets in primarily the following categories: loans and receivables, at fair value through profit or loss and available
for sale. The classification depends on the purpose for which the financial assets were acquired. Management determines the classification of
its financial assets at initial recognition.
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Loans and receivables

These are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market.

Available for sale

These are those non-derivative financial assets, which are intended to be held for an indefinite period of time which may be sold in response to
the needs for liquidity or change in price. Available for sale financial assets are those non-derivative financial assets that are designated as available
for sale or are not classified as (a) loans and receivables or (b) financial assets at fair value through profit or loss.

2.5.2 Regular way contracts

Regular purchases and sales of financial assets are recognised on the trade date - the date on which the Fund commits to purchase or sell the
asset.

2.5.3 Initial recognition and measurement

Financial assets are initially recognised at fair value plus transaction costs except for financial assets carried at fair value through profit or loss.
Financial assets carried at fair value through profit or loss are initially recognised at fair value and transaction costs are expensed in the income
statement. 

2.5.4 Subsequent measurement

Subsequent to initial recognition, financial assets designated by the management as 'available for sale' that comprise of equity securities are valued
on the basis of the last traded market price available at the Stock Exchange. Gains or losses arising from changes in the fair value of 'available
for sale' financial assets are taken to the statement of comprehensive income. Loans and receivables are carried at amortised cost using the
effective interest method.

2.5.5 Impairment against financial assets

The Fund assesses at each balance sheet date whether there is objective evidence that the financial asset or a group of financial assets is impaired.
In the case of equity securities classified as available for sale, a significant or prolonged decline in the fair value of the security below its cost is
considered, among other indicators, as an indicator that the securities are impaired. If any such evidence exists for available for sale financial
assets, the cumulative loss measured as the difference between the acquisition cost and the current fair value, less any impairment loss on that
financial asset previously recognised in income statement is reclassified from unit holders' fund to income statement. Impairment losses recognised
on equity instruments are not reversed through the income statement.

For financial assets classified as 'loans and receivables',  a provision for impairment is established when there is objective evidence that the Fund
will not be able to collect all amounts due according to the original terms. The amount of  the  provision  is the difference between the asset's
carrying value and present value  of  estimated  future cash outflows, discounted at the original effective interest rate.

2.5.6 Derecognition

Financial assets are derecognised when the rights to receive cash flows from the investments have expired or have been transferred and the Fund
has transferred substantially all risks and rewards of ownership.

2.5.7 Offsetting of financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the Statement of Assets and Liabilities when there is a legally
enforceable right to set off the recognised amounts and there is an intention to settle on a net basis, or realise the assets and settle the liabilities
simultaneously.

2.6 Financial liabilities

All financial liabilities are recognised at the time when the Fund becomes a party to the contractual provisions of the instrument. They are initially
recognised at fair value and subsequently stated at amortised cost.

A financial l iabil i ty is derecognised when the obligation under the l iabil i ty is discharged or cancelled or expired.

2.7 Formation costs

Formation costs represent expenditure incurred prior to the commencement of operations of the Fund. These costs are being charged over a period
of five years in accordance with the requirements set out in the Trust Deed of the Fund and the Non-Banking Finance Companies and Notified
Entities Regulations, 2008.
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2.8 Provisions

Provisions are recognised when the Fund has a present legal or constructive obligation as a result of past events, it is probable that an outflow
of resources embodying economic benefits will be required to settle the obligation and a reliable estimate of the amount of obligation can be made.
Provisions are regularly reviewed and adjusted to reflect the current best estimate.

2.9 Taxation

The income of the Fund is exempt from income tax under clause 99 of Part I of the Second Schedule to the Income Tax Ordinance, 2001 subject
to the condition that not less than ninety percent of its accounting income for the year, as reduced by capital gains, whether realised or unrealised,
is distributed among the unit holders.

The Fund is also exempt from the provisions of section 113 (minimum tax) under clause 11A of Part IV of the Second Schedule to the Income
Tax Ordinance, 2001.

The Fund provides for deferred taxation using the balance sheet liability method on all major temporary differences between the amounts used
for financial reporting purposes and amounts used for taxation purposes. In addition, the Fund also records deferred tax asset on unutilised tax
losses to the extent that it is no longer probable that the related tax benefit will be realised. However, the Fund has not recognised any amount in
respect of deferred tax in these financial statements as the Fund intends to continue availing the tax exemption in future years by distributing at
least ninety percent of its accounting income for the year as reduced by capital  gains, whether realised or unrealised, to its unit holders every
year.

2.10 Proposed distributions

Distributions declared subsequent to the balance sheet date are considered as non-adjusting events and are recognised in the financial statements
in the period in which such distributions are declared.

2.11 Issue and redemption of units

Units issued are recorded at the offer price, determined by the Management Company for the applications received by the distributors during
business hours on that date. The offer price represents the Net Asset Value per unit as of the close of the business day plus the allowable sales
load (if applicable), provision for  transaction costs and any provision for duties and charges, if applicable.

Units redeemed are recorded at the redemption price, applicable to units for which the distributors receive redemption applications during business
hours of that day. The redemption price represents the Net Asset Value per unit as of the close of the business day less any back-end load (if
applicable), any duties, taxes, charges on redemption and any provision for transaction costs, if applicable.

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

An equalisation account called the 'element of income / (loss) and capital gains / (losses) included in prices of units issued less those in units
redeemed' is created, in order to prevent the dilution of per unit income and distribution of income already paid out on redemption.

The 'net element of income / (loss) and capital gains / (losses) in prices of units issued less those in units redeemed 'account is credited with
the amount representing net income / (loss) and capital gains / (losses) accounted for in the net assets value and included in the sale proceeds
of units. Upon redemption of units, the 'net element of income / (loss) and capital gains / (losses) in prices of units issued less those in units
redeemed' account is debited with the amount representing net income / (loss) and capital gains / (losses) accounted for in the net asset value
included in the redemption price.

The 'net element of income / (loss) and capital gains / (losses) in prices of units issued less those in units redeemed' during the year is transferred
to the income statement.

2.13 Net asset value per unit

The net asset value (NAV) per unit, as disclosed on the Statement of Assets and Liabilities is calculated by dividing the net assets of the Fund by
the number of units in issue at the year end.

2.14 Revenue recognition

• Realised capital gains / (losses) arising on sale of investments are included in the income statement on the date at which the transaction takes place.

• Dividend income is recognised when the right to receive the payment is established.

• Profit on bank deposits and placements is recognised on an accrual basis.

• Income on issue and repurchase of units is recognised when the units are issued and redeemed at the transaction date.
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3 BANK BALANCES

In current accounts 3.1  79,943 75,149
In deposit accounts 3.2  6,657,198 414,959

6,737,141 490,108

3.1 Current account is utilised for the settlement of transactions of the Fund.

3.2 Saving accounts carry return at rates ranging from 11% to 12.5% per annum.

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

2010 2009Note

Banks
National Bank of Pakistan  36,500,360  5,429,715  9,915,163  2,684,364  49,160,874  2,202,570  3,151,212  948,642 12.71% 16.68% 3.65%

Electricity 
Kot Addu Power Company Limited  10,832,500  750,000  -    -    11,582,500  418,563  484,034  65,471 1.95% 2.56% 1.32%

Gas, Water and Multiutilities 
Sui Northern Gas Company Limited  10,346,400  1,183,550  -    450,000  11,079,950  334,215  307,912  (26,303) 1.24% 1.63% 2.02%
Sui Southern Gas Pipelines Limited  35,678,000  726,654  -    103,800  36,300,854  488,701  577,547  88,846 2.33% 3.06% 5.41%

Oil and Gas
Pakistan State Oil Company Limited  10,361,100  1,275,011  -    2,391,003  9,245,108  1,301,246  2,405,577  1,104,331 9.71% 12.74% 5.39%
Oil and Gas Development Company  Limited  66,501,200  -    -    13,189,891  53,311,309  2,633,587  7,553,679  4,920,092 30.48% 40.00% 1.24%
Pakistan Petroleum Limited  14,821,300  2,937,038  3,181,414  2,287,200  18,652,552  2,536,713  3,434,308  897,595 13.86% 18.18% 1.87%

Fixed Line Telecommunication 
Pakistan Telecommunication Company Limited 50,875,400  4,750,000  -    997,018  54,628,382  837,672  972,385  134,713 3.92% 5.15% 1.45%

 10,753,267  18,886,654  8,133,387 100%

The above investments include securities with fair value aggregating to Rs 1084.92 million which have been pledged with National Clearing Company of Pakistan Limited for guaranteeing settlement of the Fund's trades in terms
of Circular  No. 11 dated October 23, 2007 issued by the Securities and Exchange Commission of Pakistan.

Name of the investee Company As at July 1,
2009

Purchases
during the
year

Bonus
shares

received
during

the year

Sales
during the

year

Cost as at
June 30,

2010

Market
value as
at June

30, 2010

Unrealised gain
/ (loss) as at

June 30, 2010

Market
value as a
percentage
of invest-

ments

Percentage of
paid-up

capital of the
investee

company held

As at June
30, 2010

------Rupees in ‘000’------

Market
value as a
percentage

of net
assets

------------------- Number of Shares ------------------

4 INVESTMENTS

Available for sale

Equity securities - listed 4.2  18,886,654 14,864,085

4.1 Fair Value reserves

Balance at July 1 / January 13 4,171,605 -

Revaluation gain during the year / period 3,961,782 4,171,605

Balance at June 30 8,133,387 4,171,605

4.2 Shares of listed companies - Fully paid up ordinary shares of Rs 10 each unless otherwise stated

4.3

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

2010 2009Note
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5 DIVIDEND AND PROFIT RECEIVABLE
Profit on savings deposits 62,094 4 8 3
Dividend receivable on equity securities 175,567 131,002

237,661 131,485

6 PAYABLE TO NATIONAL INVESTMENT TRUST LIMITED
    - MANAGEMENT COMPANY
Management fee 6.1 15,659 9,833

6.1 Under the provisions of the Non-Banking Finance Companies and Notified Entities Regulations, 2008, the Management Company of the Fund is
entitled to a remuneration during the first five years of the Fund, of an amount not exceeding three percent of the average annual net assets of
the Fund and thereafter of an amount equal to two percent of such assets of the Fund. Management fee is currently being charged at the rate of
three fourth of one percent of the average annual net assets of the Fund.

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

2010 2009Note

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

2010 2009Note

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

2010 2009Note

8 PAYABLE TO SECURITIES AND EXCHANGE COMMISSION OF PAKISTAN
Annual fee 8.1 20,604 4,671

8.1 Under the provisions of the Non Banking Finance Companies and Notified Entities Regulations, 2008 the Fund is required to pay as annual fee to
the Securities and Exchange Commission of Pakistan, an amount equal to 0.095 percent of the average annual net assets of the Scheme.

9 PAYABLE AGAINST REDEMPTION OF UNITS
Amount outstanding as at June 30, 2010 is payable to National Investment Trust Limited against pending request for redemption of units.

7 PAYABLE TO CENTRAL DEPOSITORY COMPANY OF
    PAKISTAN LIMITED - TRUSTEE
Trustee fee 7.1 651 3 6 5

7.1 The Trustee is entitled to a monthly remuneration for services rendered to the Fund under the provisions of the Trust Deed as per the Tariff specified
therein, based on the daily net assets of the Fund.

Based on the Trust Deed, the tariff structure applicable to the Fund as at June 30, 2010 is as follows:

Amount of funds under management  Tariff per annum
    (Average NAV)

Up to Rs 1,000 million Rs 0.7 million or 0.20% p.a. of NAV, whichever is higher

On an amount exceeding Rs 1,000 million Rs 2.0 million plus 0.10% p.a. of NAV exceeding Rs 1,000 million

During the current period, the Trustee  has agreed to receive remuneration at the rate of 30% of the applicable tariff. Accordingly the Management
Company has charged and paid the Trustee remuneration on the same basis. The remuneration is paid to the Trustee monthly in arrears.



A N N U A L  R E P O R T 2 0 1 0 146

NIT - STATE ENTERPRISE FUND
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

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

2010 2009

10 ACCRUED EXPENSES AND OTHER LIABILITIES
Provision for Workers' Welfare Fund payable 128,451 -
Auditors' remuneration 300 2 7 5
Payable to Management Company on account of initial deposit with Bank AL Habib Limited 50 5 0
Payable to brokers -  2,695
Capital value tax charges - 2 4 3
Others 236 - 

129,037 3,263

14 EARNINGS PER UNIT 

Net Income for the year / period after taxation 5,070,897 1,225,294

Weighted average number of units outstanding 239,356 155,027

Earning per unit (basic and diluted) 21.19 7.90

11 CONTINGENCIES AND COMMITMENTS

There were no contingencies and commitments outstanding as at June 30, 2010.

Number of units in 000

Rupees

For the period
from January 13,

2009 to
June 30, 2009

For the year
ended

June 30, 2010

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

12 AUDITORS' REMUNERATION 

Statutory audit fee 300 1 7 5
Half yearly review fee 150 -
Interim audit fee - 100
Out of pocket expenses 14 -

464 275
13 TAXATION

The income of the Fund is exempt from income tax under Clause 99 of Part I of the Second Schedule to the Income Tax Ordinance, 2001 if not
less than 90 percent of its accounting income for the year, as reduced by capital gains, whether realised or unrealised, is distributed amongst
the unit holders. The Fund has not recorded provision for taxation as the management company intends to distribute at least 90 percent of the
Fund's accounting income for the year as reduced by capital gains (whether realised or unrealised) to its unit holders every year.

For the period
from January 13,

2009 to
June 30, 2009

For the year
ended

June 30, 2010

-----------(Rupees in '000)-----------
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2010

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

Loans and
receivables

Available
for sale

Total

15 FINANCIAL INSTRUMENTS BY CATEGORY

Assets

Bank balances 6,737,141 - 6,737,141
Investments - 18,886,654 18,886,654
Dividend and profit receivable 237,661 - 237,661

6,974,802 18,886,654 25,861,456

Liabilities

Payable to National Investment Trust Limited - Management Company - 15,659 15,659
Payable to Central Depository Company of Pakistan Limited - Trustee - 651 6 5 1
Formation costs payable - 1,000 1,000
Payable to National Clearing Company of Pakistan Limited - 58,734 58,734
Payable against redemption of units - 850,213 850,213
Accrued expenses and other liabilities - 586 5 8 6

- 926,843 926,843

2010

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

Liabilities at fair
value through
profit or loss

Others Total

Liabilities

Payable to National Investment Trust Limited - Management Company - 9833 9,833
Payable to Central Depository Company of Pakistan Limited - Trustee  - 365 3 6 5
Formation costs payable  - 1,000 1,000
Payable to National Clearing Company of Pakistan Limited  - 221,153 221,153
Accrued expenses and other liabilities - 3,263 3,263

- 235,614 235,614

Assets

Bank balances 490,108 - 490,108
Investments - 14,864,085 14,864,085
Dividend and profit receivable 131,485  - 131,485

621,593 14,864,085 15,485,678

2009

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

Loans and
receivables

Available
for sale Total

2009

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

Liabilities at fair
value through
profit or loss

Others Total
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     --------------- Rupees in '000 ---------------

2010
For the period

from January 13,
2009 to

June 30, 2009

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

2010 2009

16.6 Amounts outstanding as at year / period end

National Investment Trust Limited - Management Company
Investment held by the Sponsor in the Fund 24,786,265 15,246,300
   [Units held 251,870,438 (2009: 196,988,025 units)]

Management Fee Payable 15,659 9,833
Formation cost payable 1,000 1,000

Central Depository Company of Pakistan Limited - Trustee
Remuneration payable 651 3 6 5

Others 
Shares of National Bank of Pakistan 3,151,212 2,446,619
[Shares held 49,160,874  (2009: 36,500,360 shares)]

16.5 Details of the transactions with connected persons are as follows:

National Investment Trust Limited - Management Company
Investment made by the Sponsor in the Fund 6,405,000 10,565,000
    [Issue of 54,882,393 units (2009: 196,988,025 units)]
Management fee expense for the year / period 162,645 9,833

Central Depository Company of Pakistan Limited - Trustee 
Remuneration 6,793 1,613
Custodian charges 120 4 3 5

Others 
Purchase of shares of National Bank of Pakistan 388,320 1,944,234
    [5,429,715 shares (2009: 31,803,000 shares)]

16 TRANSACTIONS WITH CONNECTED PERSONS

16.1 Connected persons include National Investment Trust Limited, other collective investment schemes managed by the Management Company and
directors and officers of the Management Company and the Trustee.

16.2 The transactions with connected persons are in the normal course of business, at contracted terms determined in accordance with market rates.

16.3 Remuneration of the Management Company is determined in accordance with the provisions of the NBFC Regulations and the Trust Deed.

16.4 Remuneration payable to the Trustee is determined in accordance with the provisions of the Trust Deed.
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Financial liabilities 

Payable to National Investment Trust Limited 
   - Management Company  -   -   - 15,659 15,659
Payable to Central Depository Company 
   of Pakistan Limited - Trustee  -   -   - 651 6 5 1
Formation costs payable  -   -   - 1,000 1,000
Payable to National Clearing Company 
    of Pakistan Limited  -   -   - 58,734 58,734
Payable against redemption of units  -   -   - 850,213 850,213
Accrued expenses and other liabilities  -   -   - 586 5 8 6

 -   -   - 926,843 926,843
On-balance sheet gap 6,657,198  -   - 18,277,415 24,934,613

Off-balance sheet financial instruments  -   -   - -   -

Off-balance sheet gap  -   -   -  -   -

Total interest rate sensitivity gap 6,657,198  -   - 18,277,415 24,934,613

Cumulative interest rate sensitivity gap 6,657,198 6,657,198 6,657,198 

NIT - STATE ENTERPRISE FUND
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

17 FINANCIAL RISK MANAGEMENT

The Fund's activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk.

17.1 Market risk

Market risk is the risk that the fair value or the future cash flows of a financial instrument may fluctuate as a result of changes in market prices.
Market risk comprises of three types of risk: currency risk, interest rate risk and other price risk.

17.1.1 Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in foreign exchange
rates. The Fund, at present is not exposed to currency risk as all transactions are carried out in Pak Rupees.

17.1.2 Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market interest
rates. As the Fund has no significant interest-bearing assets, the Fund's income and operating cash flows are substantially independent of changes
in market interest rates.

Yield  / interest rate sensitivity position for on balance sheet financial instruments is based on the earlier of contractual repricing or maturity date
and for off balance sheet instruments is based on settlement date.

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

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

Effective
interest

rate

Not exposed
to interest
rate risk

Exposed to interest rate risk

Upto three
months

More than three
months and up-

to one year
More than
one year Total

On-balance sheet financial instruments

Financial assets

Bank balances 11% - 12.5% 6,657,198  -   - 79,943 6,737,141
Investments  -   -   - - 18,886,654 18,886,654
Dividend and profit receivable -   -   -  - 237,661 237,661

6,657,198  -   - 19,204,258 25,861,456
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---------------------------------- As at June 30, 2010 ----------------------------------

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

Effective
interest

rate

Not exposed
to interest
rate risk

Exposed to interest rate risk

Upto three
months

More than three
months and up-

to one year
More than
one year Total

On-balance sheet financial instruments

Financial assets

Bank balances 12 % - 14% 414,959  -   -  75,149 490,108
Investments -   -   -   14,864,085 14,864,085
Dividend and profit receivable  -   -   -  131,485 131,485

414,959  -   -  15,070,719 15,485,678

Financial liabilities

Payable to National Investment Trust Limited 
    - Management Company  -   -   -  9,833 9,833
Payable to Central Depository Company 
    of Pakistan Limited - Trustee -   -   -  365 365
Formation costs payable -   -   -  1,000 1,000
Payable to National Clearing Company
   of Pakistan Limited  -   -   -  221,153 221,153
Accrued expenses and other liabilities -   -   -  3,263 3,263

-   -   -  235,614 235,614
On-balance sheet gap 414,959  -   -  14,835,105 15,250,064

Off-balance sheet financial instruments  -   -   -   -   -

Off-balance sheet gap  -   -   -   -   -

Total interest rate sensitivity gap 414,959  -   -  14,835,105 15,250,064

Cumulative interest rate sensitivity gap 414,959 414,959 414,959 

17.1.3 Price Risk

The Fund is exposed to equity securities price risk because of investments held by the Fund and classified on the Statement of Assets and Liabilities
as available for sale. To manage its price risk arising from investments in equity securities, the Fund diversifies its portfolio within the eligible stocks
prescribed in the Trust Deed. The Fund's constitutive document / regulations also limit individual equity securities to no more than 10% of net
assets, or issued capital of the investee company and sector exposure limit to 25% of net assets. However, relaxation in this regard has been
obtained from the regulators, to maximise returns and achieve the objectives of the Fund.

In case of 5% increase in KSE 100 index on June 30, 2010, post-tax profit for the year would not be affected as the Fund does not have any
security which is classified at fair value through profit or loss. Other components of equity would increase / decrease by Rs 632.555 million (2009:
Rs 402.657 million) as a result of gains / losses on equity securities classified as available for sale.

The analysis is based on the assumption that the equity index had increased / decreased by 5% with all other variables held constant and all the
Fund’s equity instruments moved according to the historical correlation with the index. This represents management’s best estimate of a reasonable
possible shift in the KSE 100 Index, having regard to the historical volatility of the index. The composition of the Fund’s investment portfolio and
the correlation thereof to the KSE 100 index, is expected to change over time. Accordingly, the sensitivity analysis prepared as of June 30, 2010
is not necessarily indicative of the effect on the Fund’s net assets of future movements in the level of the KSE 100 Index.

17.2 Credit risk

Credit risk represents the risk of a loss if the counter parties fail to perform as contracted. Credit risk arises from deposits with banks and financial
institutions, credit exposure arising as a result of dividends receivable on equity securities and receivable against sale of investments. For banks
and financial institutions, only reputed parties are accepted. Credit risk on dividend receivable is minimal due to statutory protection. All transactions
in listed securities are settled / paid for upon delivery using the national clearing company system. The risk of default is considered minimal due
to inherent systematic measures taken therein. The Fund's policy is to enter into financial contracts in accordance with the internal risk management
policies and investment guidelines approved by the Investment Committee. The Fund does not expect to incur material credit losses on its financial
assets.
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The analysis below summarises the credit quality of the Fund's financial assets as at June 30, 2010.

Material bank balances by rating category 2010

 A1+ 97.00%

The maximum exposure to credit risk before any credit enhancement as at June 30, 2010 is the carrying amount of the financial assets. Investments
in equity securities, however, are not exposed to credit risk.

Concentration of credit risk

Concentration of credit risk exists when changes in economic or industry factors similarly affect groups of counterparties whose aggregate credit
exposure is significant in relation to the Fund's total credit exposure. The Fund's portfolio of financial instruments is broadly diversified and
transactions are entered into with diverse credit-worthy counterparties thereby mitigating any significant concentrations of credit risk.

17.3 Liquidity risk

Liquidity risk is the risk that the Fund may not be able to generate sufficient cash resources to settle its obligation in full as they fall due or can
only do so on terms that are materially disadvantageous.

The Fund is exposed to the daily settlement of equity securities and to daily cash redemptions, if any. Its policy is therefore to invest the majority
of its assets in investments that are traded in an active market and can be readily disposed of. The Fund’s listed securities are considered readily
realisable, as they are listed on the Karachi Stock Exchange. 

The Fund has the ability to borrow in the short term to ensure settlement. The maximum amount available to the Fund from the borrowing would
be limited to fifteen percent of the net assets upto 90 days and would be secured by the assets of the Fund. The facility would bear interest at
commercial rates.

In order to manage the Fund's overall liquidity, the Fund may also withhold daily redemption requests in excess of ten percent of the units in issue
and such requests would be treated as redemption requests qualifying for being processed on the next business day. Such procedure would
continue until the outstanding redemption requests come down to a level below ten percent of the units then in issue. The Fund did not withhold
any redemptions during the year. 

The table below analyses the Fund's financial liabilities into relevant maturity groupings based on the remaining period at the balance sheet date
to the contractual maturity date. The amounts in the table are the contractual undiscounted cash flows.

Payable to National Investment Trust Limited
    - Management Company 15,659  -    -    15,659
Payable to Central Depository Company
    of Pakistan Limited - Trustee 651  -    -    651
Formation costs payable -    -   1,000  1,000
Payable to National Clearing Company of Pakistan Limited  58,734  -    -    58,734
Payable against redemption of units  850,213  -    -    850,213
Accrued expenses and other liabilities  586  -    -    586

Contractual cash outflows  925,843  -    1,000  926,843

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

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

Upto three
months

Over three
months and upto

one year
Over

one year Total
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Payable to National Investment Trust Limited - Management Company 9,833  -    -    9,833
Payable to Central Depository Company of Pakistan Limited - Trustee 365  -    -    365
Formation costs payable 93  107  800  1,000
Payable to National Clearing Company of Pakistan Limited 221,153  -    -    221,153
Accrued expenses and other liabilities 3,263  -    -    3,263

Contractual cash outflows 234,707  107  800  235,614

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

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

Upto three
months

Over three
months and upto

one year
Over

one year Total

18 UNIT HOLDERS' FUND RISK MANAGEMENT

The unit holders' fund is represented by redeemable units. They are entitled to dividends and to payment of a proportionate share based on the
Fund's net asset value per unit on the redemption date. The relevant movements are shown on the statement of movement in unit holders' funds.

The Asset Management Company has undertaken to invest Rs 50 million for at least two years in compliance of Regulation 44(3)(e)(ii) of the
NBFC Regulations.

The Fund's objectives when managing unit holders' funds are to safeguard its ability to continue as a going concern so that it can continue to
provide returns for unit holders and to maintain a strong base of assets under management.

In accordance with the risk management policies as stated in note 17, the Fund endeavours to invest the subscriptions received in appropriate
investments while maintaining sufficient liquidity which would be augmented by short-term borrowings or disposal of investments where necessary.

19 FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the amount for which an asset could be exchanged, or liability settled, between knowledgeable willing parties in an arm's length
transaction. Consequently, differences can arise between carrying values and the fair value estimates.

Underlying the definition of fair value is the presumption that the Fund is a going concern without any intention or requirement to curtail materially
the scale of its operations or to undertake a transaction on adverse terms.

Financial assets which are tradable in an open market are revalued at the market prices prevailing on the balance sheet date. The estimated fair
value of all other financial assets and liabilities is considered not significantly different from book values as the items are either short term in nature
or periodically repriced.

According to Amendments to International Financial Reporting Standard 7, Financial Instruments : Disclosure - Improving disclosures about financial
instruments, an entity shall classify fair value measurements using a fair value hierarchy that reflects the significance of the inputs used in making
the measurements. The fair value hierarchy  has the following levels:

- quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1)

- inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly
(i.e. derived from prices) (level 2) ; and

- inputs for the asset or liability that are not based on observable market data (unobservable inputs) (level 3)

The level in the fair value hierarchy within which the fair value measurement is categorised in its entirely shall be determined on the basis of the
lowest level input that is significant to the fair value measurement in its entirely.

Investment of the Fund carried at fair value are categorised in the level 1 category.
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1 Mr. Wazir Ali Khoja * Chairman and Managing Director B. Com 39
2 Mr. Shahid Anwar Head of MD's Secretariat / Head of Personnel MBA & DAIBP 33
3 Mr. Manzoor Ahmed Senior Executive Vice President/

Chief Operating Officer MBA, DAIBP & candidate for 21
CFA Level III

4 Mr. S. Zubair Ahmed Controller of Branches M Phill, MBA,
PGD-General Management &
PGD-Development Policies 37

5 Mr. Aamir Amin Head of Finance CA 13

* Mr. Wazir Ali Khoja has replaced Mr. Tariq Iqbal Khan with effect from June 4, 2010.

S. No. Name Qualification
Experience

in yearsDesignation

------------------------------------------------------------------2010------------------------------------------------------------------
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20 TRANSACTIONS WITH TOP TEN BROKERS / DEALERS

List of top ten brokers by percentage of commission paid for the year ended June 30, 2010

(i) AKD Securities Limited
(ii) JS Global Capital Limited
(iii) Arif Habib Limited
(iv) Concordia Securities (Pvt) Limited
(v) Amin Tai Securities (Pvt) Limited  
(vi) KASB Securites Limited
(vii) BMA Capital Management Limited
(viii) Taurus Securities Limited
(ix) Foundation Securities (Pvt) Limited
(x) Cassim Investment (Pvt) Limited

List of top ten brokers by percentage of commission paid for the period ended June 30, 2009

(i) AKD Securities Limited
(ii) JS Global Capital Limited
(iii) Arif Habib Limited
(iv) BMA Capital Management Limited
(v) Cassim Investments (Pvt) Limited
(vi) KASB Securities Limited
(vii) Global Securities Pakistan Limited 
(viii) Amin Tai Securities (Pvt) Limited
(ix) Concordia Securities (Pvt) Limited 
(x) Al Habib Capital Markets Limited

21 PARTICULARS OF INVESTMENT COMMITTEE AND FUND MANAGER

Details of members of the investment committee of the Fund are as follow:

21.1 Mr. Manzoor Ahmed is the Manager of the Fund. Other funds beings managed by the Fund Manager are as follows:

- National Investment (Unit) Trust 

- National Investment (Unit) Trust - LOC Holders' Fund
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22 ATTENDANCE AT MEETINGS OF BOARD OF DIRECTORS

The 274th, 275th, 276th, 277th, 278th, 279th, 280th, 281st and 282nd Board meetings were held on July 06, 2009, July 20, 2009, August 10,
2009, October 12, 2009, October 27, 2009, December 21, 2009, January 20, 2010, February 13, 2010 and April 12, 2010 respectively. Information
in respect of attendance by the Directors in the meetings is given below:

1 Mr. Wazir Ali Khoja* 9 0 N/A -
2 Mr. Tariq Iqbal Khan* 9 9 0 -
3 Mr. Abdul Hamid Adamjee** 3 0 3 274th-276th meetings
4 Mian Tajammal Hussain 9 9 0 -
5 Mr. S. Ali Raza 9 9 0 -
6 Ms. Rukhsana Saleem 9 5 4 274th, 275th, 278th and 281st meeting
7 Mr. Jamal Nasim 9 9 0 -
8 Mr. Aftab Ahmad Khan 9 4 5 274th, 277th, 279th, 281st and 282nd meeting
9 Mr. Bahauddin Khan 9 8 1 274th meeting
10 Ms. Nazrat Bashir 9 9 0 -
11 Mr. Abdul Razzak Adamjee*** 3 2 1 282nd meeting

* Mr. Wazir Ali Khoja has replaced Mr. Tariq Iqbal Khan with effect from June 4, 2010.
** Mr. Abdul Hamid Adamjee expired on September 29, 2009
*** Mr. Abdul Razzak Adamjee representing Adamjee Foundation was co-opted on the Board of NITL in 279th BOD meeting held on December 31,2009

23 NON-ADJUSTING EVENT AFTER THE BALANCE SHEET DATE

The Board of Directors of the Management Company have approved a distribution by way of bonus issue of Rs 15 per unit (2009: Rs 5.90 per
unit in cash) for the year ended June 30, 2010 amounting to Rs 3,778.056 million (2009: 1,162.229 million).

24 DATE OF AUTHORISATION FOR ISSUE

These financial statements were authorised for issue on 13-08-2010 by the Board of Directors of the Management Company.

25 GENERAL

Figures have been rounded off to the nearest thousand Rupees.

Name of Director
Held Meetings not attendedAttended Leave granted

Number of meetings

Managing Director Director

Sd/- Sd/-

For National Investment Trust Limited
(Management Company)

Director

Sd/-
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Total Net Asset Value Ex-Dividend (Rs. In 000's)  21,008,067  14,084,071

Net Asset Value per Unit Ex-dividend (Rs./ unit)  83.41  71.50

Last Issue/Repurchase Price per Unit * (Rs./ unit) 98.41  77.40

Highest Issue/ Repurchase Price (Rs./ unit)  103.99  77.40
During the Year

Lowest Issue/ Repurchase Price (Rs./ unit) 75.24 45.02
During the Year

Total Return of the Fund %  43.40  57.16
Capital Growth %  16.66  45.18
Income Distributions % 26.74 11.98

Total Distribution Per Unit (Rs./ unit)  19.12  5.90
Interim (Rs./ unit)  4.12  -
Final (Rs./ unit)  15.00  5.90

Distribution Dates
Interim 13-Feb-10 Not Applicable
Final 5-Jul-10 6-Jul-09

Average Annual Return
      One Year %  43.40  57.16
      Two Years %  50.28  -

JUNE 09JUNE 10

Note : All investments in Mutual Funds and securities are subject to Market Risks. Our target return / dividend range can not
be guaranteed. NIT SEF price is neither guaranteed nor administered/ managed. It is based on Net Asset Value (NAV)
and the NAV of NIT SEF units may go up or down depending upon the factors and forces affecting the Stock Market.
Past performance in not indicative of future results.

* These are cum-dividend prices of 30th June.


