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Trust Deed HBL-Income Fund

1

NAME OF THE SCHEME:

HBL-Income Fund (HBL-IF)

2

PARTICIPANT PARTIES AND CONSTITUTION OF THE TRUST.

This Trust Deed is made and entered into at Karachi, on this 06" day of September 2006 by
and between:

(1)

(2)

HBL Asset Management Limited, a company incorporated under the Companies
Ordinance 1984 with its registered office at Suite 403-4, The Forum, G-20 Khayaban-e-
Jami Clifton, Karachi-75600 (hereinafter called the “Management Company” which
expression where the context so permits shall include its successors in interest and
assigns) of the one part; and

Central Depository Company a company incorporated in Pakistan having its registered
office at CDC House, 99-B, Block B, S.M.C.H.S., Main Shahra-e-Faisal, Karachi-74400
(hereinafter called the “Trustee” which expression where the context so permits shall
include its successors in interest and assigns) of the other part.

WHEREAS:

A.

The Management Company has been incorporated and is registered/licensed as an
Investment Advisory and Asset Management Company (AMC) under the Non-Banking
Finance Companies (Establishment and Regulation) Rules, 2003 (hereinafter referred to
as the “Rules”) to establish and operate unit trusts;

The Management Company has been authorised by the Securities and Exchange
Commission of Pakistan (hereinafter referred to as the “Commission”) vide its letter
No. SEC/NBFC-II/AD-Jam/495/2006, Dated 25 J uly 2006 appended hereto as
Annexure “A” to constitute a Trust under the name and title of HBL Income Fund as an
open end scheme (hereinafter referred to as the “Unit Trust” or “Trust” or Scheme or
“Fund”) and to register this Trust Deed, pending authorization for the establishment and
operation of the Scheme in accordance with the provisions of the Rules and this Deed.

The Management Company has nominated and appointed the Trustee as trustee of the
Scheme and the Trustee has accepted such appointment upon the terms and conditions
contained in this Deed and the tariff structure as per clause 9.3.1;

The Commission has approved the appointment of Trustee, vide letter No.
SEC/NBFC/AD-Jam/494/2006 dated 25" July 2006 appended hereto as Annexure “B”.

Subject to the terms of the Trust Deed, the scheme’s objective is to provide a stable
stream of income with a moderate level of risk by primarily investing in fixed income

securities and offering prospects of income and capital growth.

Declaration of Trust

It is hereby declared unequivocally, that an open end Scheme in the form of a unit
trust in the name and title of HBL Income Fund is hereby created and the
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4.1

4.2

4.3

Management Company is hereby appointed to establish, manage, operate and
administer the said Unit Trust and the Trustee is hereby nominated, constituted and
appointed as the Trustee of the Unit Trust. The Management Company and the
Trustee hereby agree to such appointment subject always to the provisions of this
deed and the Rules and further declare:

a) The Trustee shall hold and stand possessed of the Trust Property that may from
time to time hereafter be vested in the Trustee upon trust as a single common
fund for the benefit of the Holders ranking pari passu inter se according to the
number of Units held by each Holder;

b) The Trust Property shall be invested from time to time by the Trustee at the
instructions of the Management Company strictly in terms of the provisions
contained and the conditions stipulated in this Deed, the Offering Documents, the
Rules and the conditions (if any) which may be imposed by the Commission
from time to time, and;

c) The Management Company shall establish, manage, operate and administer the
Fund (Scheme) in accordance with the Rules in terms of the provisions contained
and the conditions stipulated in this deed and any conditions which may be
imposed by the Commission from time to time.

GOVERNING LAW

This Deed shall be subject to and be governed by the Ordinance, the Rules and all
applicable laws and regulations and it shall be deemed for all purposes whatsoever that
all the provisions required to be contained in a trust deed by the Rules are incorporated in
this Deed as a part and parcel thereof and in the event of any conflict between this Deed
and the provisions required to be contained in a trust deed by the Rules, the latter shall
supercede and prevail over the provisions contained in this Deed.

EFFECT OF THIS DEED, STATUS OF UNIT HOLDER(S) AND
RETIREMENT/CHANGE OF TRUSTEE, ETC.

Deed Binding on Each Unit Holder

The terms and conditions of this Deed and any deed supplemental hereto shall be binding
on each Holder as if he had been a party to this Deed and each Holder authorizes and
requires the Trustee and the Management Company to do as required of them by the
terms of this Deed and the Rules.

Unit Holder(s) Not Liable to Make Further Payments

Each Holder shall only be liable to pay the Offer Price (Purchase Price) of the Units
subscribed by him/her in the manner provided in clause 23.3 and no further liability shall
be imposed on him in respect of any Units held by him/her. The Units shall be issued
only against the receipt of full payment.

Units to Rank Pari Passu

All Units or fractions thereof represent an undivided share in the Trust Property and rank
pari passu as to their rights in the Net Assets, earnings, and the receipt of the dividends
and distributions. Each Holder has a beneficial interest in the HBL Income Fund in
proportion to the Units held by such Holder.
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4.4

4.5

5.1

53

54

Trustee to Report to the Unit Holder(s)

The Trustee shall report on all matters provided in the Rules and shall issue to the
Holders a report on all the matters in which it is required to issue a report under the
Constitutive Documents and the Rules to the Holders including a report to be included in
the annual report whether in its opinion, the Management Company has in all material
respects managed the Trust Property in accordance with the provisions of the Rules and
the Constitutive Documents and if the Management Company has not done so, the
respect in which it has not done so and the steps the Trustee has taken in respect thereof.

Manner in Which the Trustee May Retire

The Trustee shall not be entitled to retire voluntarily or otherwise except upon the
appointment of a new trustee. In the event of the Trustee desiring to retire, the
Management Company within a period of Three (3) months (or in default the Trustee)
with the prior written approval of the Commission may by a deed supplemental hereto
under the seal of the Management Company or the Trustee (as the case may be) to
appoint a new Trustee under the provisions of the Rules in place of the retiring Trustee
and also provide in such deed for the automatic vesting of all the assets of the Trust in the
name of the new Trustee.

ROLE OF MANAGEMENT COMPANY

The Management Company shall comply with the provisions of the Rules and the
Constitutive Documents for any act or matter to be done by it in the performance of its
duties and such acts or matters may also be performed on behalf of the Management
Company by any officer or responsible official of the Management Company or by any
nominee or agent appointed by the Management Company and any act or matter so
performed shall be deemed for all purposes of this Deed to be the act of the Management
Company. The Management Company shall be responsible for the acts and omissions of
all persons to whom it may delegate any of its functions as manager as if these were its
own acts and omissions and shall account to the Trustee for any loss in value of the Trust
Property, where such loss has been caused by its negligence, reckless or willful act and/
or omission or by its officers, officials or agents.

The Management Company shall manage the Trust Property in the interest of the Holders
in good faith and to the best of its ability and without gaining any undue advantage for
itself or any of its Connected Persons, and subject to the restrictions and limitations as
provided in the Constitutive Documents and the Rules. Any purchase or sale of
investment made under any of the provisions of this Deed shall be made by the Trustee
according to the instructions of the Management Company in this respect, if such
instructions are not in conflict with the provisions of the Constitutive Documents or the
Rules. The Management Company shall not be liable for any loss caused to the Trust or
to the value of the Trust Property due to any elements or circumstances beyond its
reasonable control.

The Management Company may from time to time appoint, remove or replace the
Transfer Agent under intimation to the Trustee.

The Management Company shall provide the Trustee with regular reports indicating
dividend; other forms of inflows or any rights or warrants relating to the investments that
are due to be received.
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5.5

5.6

5.8

5.10

The Management Company shall make available or ensure that there is made available to
the Trustee such information as the Trustee may reasonably require in respect of any
matter relating to the Trust.

The Management Company shall not be under any liability except such liability as may
be expressly assumed by it under the Rules and the Constitutive Documents nor shall the
Management Company (save as herein otherwise provided) be liable for any act or
omission of the Trustee nor for anything except its own negligence or wilful breach of
duty hereunder. If for any reason it becomes impossible or impracticable to carry out the
provisions of the Constitutive Documents the Management Company shall not be under
any liability therefore or thereby and it shall not incur any'liability by reason of any error
of law or any matter or thing done or suffered or omitted to be in good faith hereunder.

The Management Company shall maintain at its principal office, proper accounts and
records to enable a complete and accurate view to be formed of the assets and liabilities
and the income and expenditure of the Scheme, all transactions for the account of the
Scheme and amounts received by the Scheme in respect of issue of Units and paid out by
the Scheme on redemption of Units by way of distribution.

The Management Company shall, from time to time, advise the Trustee of the settlement
instructions relating to any investment/disinvestments transactions entered into by it on
behalf of the Trust. The Trustee shall carry out settlements in accordance with the
dictates of specific transactions. The Management Company shall ensure the settlement
instructions are given promptly after entering into the transaction so as to facilitate timely
settlement and the Trustee, on its side, shall ensure that the settlement is handled in a
timely manner in accordance with dictates of the transaction.

The Management Company shall if it considers necessary request the Trustee, for the
protection of Trust Property or safeguarding the interest of the Unit Holders, to institute
or defend any suit, proceeding, arbitration or inquiry or any corporate or shareholders’
action in respect of the Trust Property or any part thereof on account of the Trust
Property and subject to indemnification as provided in clause 18.12.

The Management Company has the primary responsibility for all record keeping, regular
determination and announcement of Unit prices and for producing financial reports from
time to time as provided in the Rules and this Deed.

The Management Company shall maintain at its Head Office, proper accounts and
records to enable a complete an accurate view to be formed of the assets and liabilities
and the income and expenditure of the Trust, all transactions for the account of the Trust
and amounts received by the Trust in respect of issuance of Units and paid out by the
Trust on redemption of Units and by way of distributions.

The Management Company shall prepare and transmit (physically or through electronic
means on the web subject to Commission’s approval) the annual report, together with a
copy of the balance sheet, income and expenditure account and the Auditors report of the
trust within four months of the closing of the Accounting Period or such extended period
permissible under the Rules, to the Unit Holders, the Commission, and the Trustee, and
the balance sheet and income and expenditure accounts shall comply with the
requirements set out in the Rules.
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5.13

3.15

6.1

6.1.1

6.1.2

The Management Company shall within one month of the close of the first and third
quarter and within two months of the close of the second quarter of year of account of the
trust or such extended period permissible under the Rules, prepare and transmit
(physically or though electronic means or on the web subject to the Commission’s
approval) to the Unit Holders, the Trustee and the Commission, balance sheet as at the
end of that quarter, profit and loss account, cash flow statement and a statement of
changes in equity for that quarter, whether audited or otherwise.

The Management Company shall maintain a register of the holders and inform the
Commission of the address where the Register is kept.

The Management Company shall furnish a copy of the annual report together with copies
of the balance sheet, income and expenditure account and the Auditor’s report of the
Scheme to the Commission within four (4) months of the close of the Accounting Period
or such extended period permissible under the Rules, together with a statement
containing the following information, namely:-

(1) Total Number of Unit Holders; and
(i1) Particulars of the personnel (executive, research and other) of the Management

Company.

INVESTMENT AND BORROWING RESTRICTIONS

Investment of the Trust Property

During and prior to the commencement of the Initial Period the Trustee shall hold the
Trust Property in cash in a separate account with a Bank or a financial institution having
atleast, if available, an investment grade rating (assigned by any credit rating agency
licensed by the Commission) and approved by the Management Company. After the
Initial Period all cash, except in so far as such cash may in the opinion of the
Management Company be required for transfer to the Distribution Account, shall be
invested by the Trustee from time to time in such Authorized Investments as may (subject
always to the provisions of this Deed and the Rules) be directed by the Management
Company.

Any Investment may at any time be realized at the discretion of the Management
Company either in order to invest the proceeds of sale in other Authorised Investments or
to provide cash required for the purpose of any provision of this Deed or in order to retain
the proceeds of sale in cash or on deposit as aforesaid or partly one and partly another.
Any Investment which ceases to be an Authorised Investment shall be realized and the
net proceedé of realization shall be applied in accordance with this clause; Provided that
the Trust may postpone the realization of such Investment for such period as the
Management Company and Trustee may determine to be in the interest of Holders.

The purchase or sale of any Investment in listed securities for the account of the Trust
will be made on the Stock Exchange through a Broker who must be a member of the
stock exchange, unless the Management Company is satisfied that it is possible and
permissible under the Rules to make such purchase or sale more advantageously in some
other manner or reported on the stock exchange. The Broker shall be appointed, from
time to time, by the Management Company with the consent of the Trustee.
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6.1.10

The Management Company shall not nominate directly or indirectly, except as may be
permissible under the Rules as a broker, any of its directors, executives, officers or
employees or their family members (which term shall include its spouse, parents,
children, brothers or sisters).

The Trust Property shall be subject to such exposure limits as are provided in the Rules;
Provided that it will not be necessary for the Trustee to sell any Investment merely
because owing to appreciation or depreciation of any Investment or redemption of Units
such limit may be exceeded, subsequent to the acquisition of such Investment. The
Management Company shall comply with the exposure limits within three (3) months in
case such limits are exceeded. '

If and so long as the value of the holding in a particular company or sector shall exceed
the exposure limit imposed in a particular company and sector by the Rules, the
Trust/Fund shall not purchase any further investments in such company or sector,
however this restriction on purchase shall not apply to any offer or right shares or any
other offering if the Management Company is satisfied that accepting such offer is in the
interest of the Fund (Scheme). The Management Company shall comply with the
exposure limits within three (3) months in case such limits are exceeded.

The Trust Property shall not be invested in any security of a company if any director or
officer of the Management Company or any of their Connected Persons own more than
five percent (5%) of the total nominal amount of the securities issued of such a company,
or collectively the directors and officers of the Management Company or any of their
Connected Person owns more than ten percent (10%) of the securities issued of the said
company.

The Trust shall not purchase from or sell any security to the Management Company or to
any director, officer or employee of the Management Company or to any person who
beneficially owns ten percent (10%) or more of the equity of the Management Company
or the Trustee; save in the case such party is acting as an intermediary.

The Trust will not at any time:

(a) Invest or deal in Restricted Investments as defined at 1.52 of Definitions.
(b) Participate in a joint account with others in any transaction.

(c) Make short sales of any security or maintain a short position.

The Scheme/Fund shall not invest more than twenty-five percent (25%) of its net assets
in securities of any one sector as per classification of Stock Exchange or such limits as
may be prescribed under the Rules. Further, the investment of a scheme in any single
issue shall not, at any time exceed an amount equal to ten percent (10%) of the total net
assets of the Scheme at the time of investment or ten percent (10%) of any issue of an
investee company which ever is lower.

Subject to the Rules and any other applicable law, the Management Company may, on
behalf of the Scheme, write call options on any of the securities held in the portfolio, if
there is a market based exit mechanism from options so written. The Management
Company may also, on behalf of the Scheme, buy put options equivalent to any securities






