


























The Audit Committee

The Terms of Reference for the Audit Committee is regulated by the Audit
Committee Charter which has been adopted from the Code of Corporate
Governance.

Mr. Muhammad Saad Thaniana Chairman - Non Executive Director

Mr. Awais Qureshi Member - Non Executive Director

Mr. Mohammad Amin Member - Independent Non Executive Director

The Investment Committee

The Investment CommitteeOs mandate is to review the portfolio in the light of
the market conditions and allocate the assets of the Fund to identify opportunities
and decisions which need to be made to safeguard and strengthen the portfolio
and ensure a reasonable rate of return is earned for the shareholders.

Mr. Asif Haider Mirza Chairman
Mr. Latif Khawar Member
Mr. Jawed Mangroria Member

The Management Committee

The Management CommitteeOs mandate is to:

¥ Monitor the overall planning and development of the Company to ensure
that the Company is moving in the direction defined in the vision and
mission statements.

¥  Monitor the progress on systems development and technological initiatives.

¥ Review the HR polices of the Company to ensure that they are in line with
market practice and to review staff performance.

Mr. Anjum M. Saleem Chairman
Mr. Muhammad Naeem Baig  Member
Mr. Latif Khawar Member

Mr. Asif Haider Mirza Member
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Safeway Mutual Fund Limited

Notice to Shareholders of 14th Annual General Meeting

Notice is hereby given that the 14th Annual General Meeting of Safeway Mutual Fund Limited, a closed end mutual
fund incorporated under the laws of Pakistan and having its registered office at Standard Tower, 10-B, Block E-2,
Gulberg lll, Lahore will be held at 11:30 hours on October 28, 2008 at 6th Floor, Standard Tower, 10-B, Block E-
2, Gulberg Ill, Lahore to transact the following business:

Ordinary Business

1. Toreceive, consider and adopt the Audited Accounts together with the Directors' and Auditors' reports thereon
for the year ended June 30, 2008.

2. To consider and approve a final cash dividend of 2.5% equal to Rs. 0.25 per share for the year ended June 30,
2008 as recommend by the Board of Directors.

3. To appoint Auditors for the ensuing year and fix their remuneration.

4. To discuss any other business with the permission of the chair.

By Order of the Board

Registered Office

6th Floor, 10-B, Block E-2

Gulberg lll, Lahore.

September 1, 2008 Company Secretary

Notes:
(i) All members are entitled to attend and vote at the Meeting.

(i) A member entitled to attend and vote at this meeting may appoint another member as his/her proxy to attend
and vote.

(i) The instrument of proxy and the power of attorney or other commission (if any) under which it is signed, or
notarially certified copy of that power of attorney or authority to be effective must be deposited at the Registered
Office of the company not less than 48 hours before the time for holding the Meeting.

(iv) Members are advised to bring their computerized National Identity Cards along with CDC Patrticipant ID and
account number at the meeting venue.

(v) If any proxies are granted by any such shareholders, the same must be accompanied with attested copies of
the National Identity Cards of the grantors and the signatures on the proxy form should be the same as that
appearing on the computerized National Identity Cards.

(vi) The Share transfer books of the Company will remain closed from October 21, 2008 to October 28, 2008 (both
days inclusive). Physical transfers and CDC Transaction IDs received in order at the Registered Office of the
Company up to the close of business on October 20, 2008 will be considered as on time for the determination
of entitlement of shareholder and to attend and vote at the meeting.

(vii) Members are required to immediately notify regarding any changes in their registered address.
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Safeway Mutual Fund Limited .

ShareholdersO Diary and Supplementary Data

July 1, 2008
Commencement of
Financial Year 2009
September 1, 2008

Approval of 2008
Financial Statements
by the Board of
Directors
October 6, 2008
Publication of Notice
for 14th Annual
General Meeting
October 21, 2008
Start of Book Closure
October 28, 2008
Close of Book Closure
and 14th Annual
General Meeting
October, 2008
Dispatch of 2009

First Quarter

Financial Statements
November, 2008
Dispatch of Dividend
Warrant to Shareholders
February, 2009
Dispatch of 2009
Half Year Financial
Statements

April, 2009

Dispatch of 2009

Third Quarter

Financial Statements
June 30, 2009
End of Financial
Year 2009
REGIEIES
Merger of Management
Companies

o N B O

Percentage

Dividend Distribution History
30.00
25.00
20.00
15.00
10.00

5.00
0.00% 0.00% 0.00% 0.00% 0.00% 0.00% &
0.00 . . . . . . . . . .

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

25.00%

20.00% 20.00%

10.00%

Bonys
Bonys
Bonys

Y
cash %‘

Rupees High, Low & Closing Market Price Per Share

16
14
12
1

o

July 07 Aug 07 SeptO07 Oct07 NovO7 Dec07 Jan08 Feb08 Mar08 Apr08 May08 Jun08

M High M Low Close

* No trades in June 2008.

Shares Turnover Activity (Volume) during the year

12,500 1, i,
1500 1500 o0

47,500

8,000
24,500

32,500

158,500
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. Safeway Mutual Fund Limited

Pattern of Shareholding (Form 34)

Pattern of holding of the shares held by the shareholders as at June 30, 2008:
E

No. of Shareholders Shareholding Total Shares held
From To

61 1 100 3,111
48 101 500 15,957
80 501 1,000 67,028
24 1,001 5,000 57,038
5 5,001 10,000 38,000
4 10,001 15,000 56,384
1 15,001 20,000 15,600
1 20,001 25,000 23,500
1 40,001 45,000 40,500
2 45,001 50,000 93,000
1 50,001 55,000 53,852
1 70,001 75,000 72,500
2 90,001 95,000 187,500
1 95,001 100,000 95,005
1 120,001 125,000 122,400
1 135,001 140,000 135,500
1 140,001 145,000 144,000
1 200,001 205,000 202,740
1 230,001 235,000 231,979
1 270,001 275,000 270,232
2 345,001 350,000 700,000
1 425,001 430,000 427,500
1 645,001 650,000 650,000
1 860,001 865,000 860,641
1 1,495,001 1,500,000 1,500,000
1 1,595,001 1,600,000 1,599,500
1 3,415,001 3,420,000 3,418,265
1 6,190,001 6,195,000 6,192,103
1 7,960,001 7,965,000 7,960,763
1 29,215,001 29,220,000 29,215,402
247 54,450,000
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Categories of Shareholders

Safeway Mutual Fund Limited

Shares Held % age
Directors, Chief Executive Officer, their Spouses and Children
Mr. Anjum M. Saleem (Director) 1,200 0.00
1,200 0.00
- Associated Companies, Undertakings & Related Parties
Asian Capital Management Limited 1,500,000 2.75
Crescent Steel and Allied Products Limited 7,960,763 14.62
Safeway Fund Limited 6,192,103 11.37
Shakarganj Mills Limited 29,215,402 53.66
44,868,268 82.40
- Banks, DFIs, NBFls
Banks, DFI's, NBFI's (CDC) 3,553,765 6.53
3,553,765 6.53
- Other Companies
Other Companies (CDC) 2,971,737 5.46
2,971,737 5.46
- General Public
A. Local 76,343 0.14
A. Local (CDC) 2,978,687 5.47
3,055,030 5.61
54,450,000 100.00
Shareholders Holding More Than 10.00%
Crescent Steel and Allied Products Limited 7,960,763 14.62
Safeway Fund Limited 6,192,103 11.37
Shakarganj Mills Limited 29,215,402 53.66
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Safeway Mutual Fund Limited

Statements of Governance, Ethics and Business Practices

1

2)

3)

4)

The Fund's primary objective is to conduct its business efficiently to achieve the objective defined in its
vision and mission statements.

Our Vision is to be renowned as a trusted name in fund management and to be an active participant in the
growth and development of the asset management sector.

Our Mission is to continuously pursue wealth optimization of all our stakeholders by developing and
maintaining a sound system based control environment, retaining talent and ensuring compliance with all
regulatory and governance requirements to facilitate the achievement of superior investment results.

We define our stakeholdersO and our responsibility to them as follows:-

Shareholders
¥ To protect our shareholders investment and to provide our shareholders an appropriate return on a risk
adjusted basis.

Employees

¥ To respect the individuality and rights of our employees by providing them with a competitive and
mutually agreed remuneration and a professional, safe and healthy work environment where the individual
is encouraged and facilitated in his or her efforts to develop as an individual and a professional.

Mutual Fund Industry

¥ To conduct business and activities in a manner which will increase confidence in the mutual fund
industry.

¥ To participate in the education of the public on the merits of the mutual fund industry.

¥ To participate and support all initiatives to strengthen the healthy performance, governance and
development of the mutual fund industry.

Business Partners

¥ To seek mutually beneficial relationships with contractors and suppliers of goods and services.

¥ The Fund will not conduct business with any provider known to be involved in irregular business activities
or one is in deliberate non compliance of the laws of the Federal Government and its departments.

Society

¥ To conduct business and activities in a manner expected of a good corporate citizen including the
support of human rights and respect for the rule of law.

¥ The Fund recognizes that by fully addressing the needs of all its defined stakeholders, it will be able to
indirectly benefit the society at large.

¥ The Fund will make financial or kind donations to a recognized charity on an annual basis as proposed
by the Board of Directors.
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5)

6)

7

8)

9)

Safeway Mutual Fund Limited

Brokers
To give equal preference to all brokers and to select and conduct business with brokers on the basis of
reputation, good and beneficial services and competitive rates.

We conduct our business in a responsible manner and with honesty and integrity. All transactions are
required to comply with the prevailing laws and must be fair and accurately reflected in the financial
statements.

We believe in operating at all times within the ambit of the Regulatory Framework and Best Industry
Practices including the Code of Corporate Governance and the governance and ethical principles
promoted by the Mutual Funds Association of Pakistan and the CFA Institute of Pakistan and therefore
we expect all our business partners to uphold these concepts in a transparent manner.

We believe in investing only in ethical investments, as defined by the Board of Directors which specifically
excludes businesses publicly involved in the production or sale of non-halaal meat, consumption of
alcohol, gambling/casinos, political affiliates, and pornography.

We do not use bribes or gifts or unfair preference as an instrument of business for financial gain. The
Board of Directors, office bearers and the Management Company and its employees are not authorized
to give or receive any gift or payment which may be construed as such.

The Board of Directors, officer bearers and the Management Company and its employees are prohibited

from entering into personal activities or financial interests which conflict with their responsibility to the
Fund.
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Safeway Mutual Fund Limited

Statement of Compliance with the Code of Corporate Governance

This statement is being presented to comply with the Code of Corporate Governance contained in listing regulations
(Regulation #37) of Karachi Stock Exchange (Guarantee) Limited and (Chapter XI) of Islamabad Stock Exchange for
the purpose of establishing a framework of good corporate governance, whereby a listed Company is managed in
compliance with the best corporate governance.

The Company has applied the principles contained in the Code in the following manner:

1.

10.

11.

12.

13.

The Company encourages representation of independent non-executive Directors on its Board. At present the
Board includes three executive Directors, three non-executive Directors including the Chairman of the Board
and one independent, non executive Director.

The Directors have confirmed that none of them is serving as a Director in more than ten listed Companies,
including this Company.

All the resident Directors of the Company are registered as taxpayers and none of them has been convicted by
a court of competent jurisdiction as a defaulter in payment of loan to a banking Company, a DFI or a NBFC.
None of the Directors are a member of the Stock Exchange.

The casual vacancies which occurred in the Board of Directors were duly filled in by the Directors. In December
2007, the three year term of the Board of Directors expired and an EOGM was held to elect new directors for
a further three year term.

The Company has prepared a 'Statement of Ethics and Business Practices', which has been signed by all the
Directors and employees of the Company.

The Board has adopted a Vision Statement and a Mission Statement. The most significant investment policy of
the Company is defined in Memorandum and Articles of Association. A complete record of particulars of the
above specified policies along with the dates on which they were approved or amended has been maintained.

All the powers of the Board have been duly exercised and decisions on material transactions, including
appointment and determination of remuneration and terms and conditions of employment of the CEO, have
been taken by the Board of Directors.

The meetings of the Board were presided over by a Chairman and the Board met at least once in every quarter.
Written notices of the Board meetings, along with agenda and working papers, were circulated at least seven
days before the meetings. The minutes of the meetings were appropriately recorded and circulated.

The Directors were apprised regarding significant matters relating to the Code of Corporate Governance through
locally and internationally published material on corporate governance. An interactive course was also held
to discuss the requirements of the Code of Corporate Governance with the Directors.

The Board approved the appointment of the Company Secretary / Chief Financial Officer along with the terms
and conditions of the employment, as recommended by the Chief Executive Officer.

The Directors' Report for this year has been prepared in compliance with the requirements of the Code and fully
describes the salient matters required to be disclosed.

The financial statements of the company were duly endorsed by the Chief Executive Officer and Chief Financial
Officer before approval of the Board.

The Directors and Executives do not hold any interest in the shares of the Company.
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14.

15.

16.

17.

18.

19.

20.

Safeway Mutual Fund Limited

The Company has complied with all the corporate and financial reporting requirements of the Code.
The Board has formed an Audit Committee comprising of three non-executive members.

The meetings of the Audit Committee were held at least once in every quarter prior to approval of the interim
and final results of the Company as required by the Code. The Audit Committee's Terms of Reference has been
approved by the Board of Directors and is based on the guidance provided by the Code of Corporate Governance.

The Board has setup an effective internal audit function by outsourcing it to a professional firm.

The Statutory Auditors of the Company have confirmed that they have been given a satisfactory rating under
the quality control review program of the Institute of Chartered Accountants of Pakistan that they or any of the

partners of the firm, their spouses and minor children do not hold shares of the Company and that the firm and

all its partners are in compliance with International Federation of Accountants (IFAC) guidelines on Code of

Ethics as adopted by Institute of Chartered Accountants in Pakistan.

The Statutory Auditors or the persons associated with them have not been appointed to provide other services
except in accordance with the listing regulation and the Auditors have confirmed that they have observed IFAC
guidelines in this regard.

We confirm that all other material principles contained in the Code have been complied with except as otherwise
disclosed.

For and on behalf of the Board of Directors.

MUHAMMAD NAEEM BAIG
Chief Executive Officer

Lahore - September 1, 2008
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. Safeway Mutual Fund Limited

Statement of Value Added

Statement of Value Added (Rs in million)

Gain on Sale of Shares

(Loss)/Gain on Remeasurement of Investments
Dividend Income

Other Income

Total
Administrative and General Expenses
Impairment Charge on Investments

Value Added

Distributed as Follows

To Investment Advisor as Remuneration
To Government as Taxes

To Shareholders as Dividends

Retained in Business
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Safeway Mutual Fund Limited .

Value Added Distribution 2008

39.42%

60.57%

[JInvestment Advisor As Remuneration

Il Shareholders As Dividends

Value Added Distribution 2007

46.68%

0.03%

7.05%

46.24%

OInvestment Advisor As Remuneration
Il Shareholders As Dividends

B Government as Taxes

[JRetained in Business
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Safeway Mutual Fund Limited

DirectorsO Report

The Board of Directors of Safeway Mutual Fund Limited is pleased to present the Annual Report for 2008 together
with the audited financial statements for the year ended June 30, 2008.

Financial and Operating Performance

A global level economic slowdown, liquidity crunch and creeping inflation, coupled with instability in the Pakistani
political and economic front has resulted in a volatile and ultimately bearish market trend for the local market for
the year ending June 2008. The performance of your Fund for the year is presented below:-

2008 2007
(Rupees in thousand)

Income
Gain on sale of shares 110,830 224,189
Unrealized (diminution)/appreciation on investments (144,856) 6,455
Return on Term Finance Certificates 1,427 -
Income from continuous funding system 213 -
Dividend Income 31,549 17,759
Other income 7,391 5,262
6,554 253,665

Operating expenses
Administrative and general expenses (4,453) (2,772)
Remuneration of investment advisor (20,933) (16,614)
Impairment charge on investments (3,361) (15,316)

(28,747) (34,702)
(Loss)/profit before financial charges & tax (22,193) 218,963
Financial charges (7 (13)
(Loss)/profit before tax (22,200) 218,950
Taxation - (76)
(Loss)/profit after tax (22,200) 218,874
EPS - basic and diluted (0.41) 4.02
EPS - without unrealized loss 2.25 3.90

Composition of Revenue Composition of Expenditure
12.96%  241%
20.83% 3.36%
5.96%
81.25%
73.19%
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Safeway Mutual Fund Limited

Through diversification of the portfolio combined with trading strategies to reduce the average cost of investment,
unrealized losses were contained in liquid stocks other than strategic holdings. A more detailed analysis of the
performance of the Fund compared to the overall economy and market performance is discussed in the Fund
Manager's Report.

Earnings Per Share

Earnings per share of the Fund has declined from Rs. 4.02 in the prior year to Rs (0.41) in the current year. It may
be noted that this arose largely as a result of the decline of the stock market in the last half of the year. The EPS of
the Fund excluding the impact of the unrealized diminution of the investment portfolio at yearend, was positive at
Rs. 2.25 compared to Rs. 3.90 in the last year.

Dividend
The Directors have recommended a cash distribution of 2.5% for the year.

Share Price Movement
During the year, the Fund's share price witnessed a high of Rs. 13.50 on July 31, 2007 and a low of Rs. 9.00 on
August 24, 2007.

Rupees .
Performance of NAV & Share Price
25.00
20.00 Cc~—— o~ x
15.00
OG0 /\/\ f
5.00

Jun-07 Jul-07 Aug-07 Sep-07 Oct-07 Nov-07 Dec-07 Jan-08 Feb-08 Mar-08 Apr-08 May-08 Jun-08

= SMFL NAV == SMFL Share Price

Fund Managers' Report

The Investment Advisor has prepared a detailed Fund Manager's report which includes an analysis on the performance
of the Fund, the risk management policies adopted and on the control environment in place to ensure continued
performance of the Fund. This report has been reviewed by the Board of Directors and forms an integral part of
this Directors' Report.
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Safeway Mutual Fund Limited

* Inhouse Orientation Course for Directors

Role of the Investment Advisor / Asset Manager

As a closed end mutual fund regulated under the Non-Banking Finance Company and Notified Entities Regulations,
2007, and the Non-Banking Finance Company Rules (Establishment and Regulation) 2003, all aspects of the Fund's
operations are managed by its Investment Advisor, Safeway Fund Limited (SFL).

As explained in the 2007 Annual Report, the Fund's performance for 2006 was not in line with expectations and
the Fund recorded a loss during that year. During the first half of the 2007 financial year, steps were taken to
reconstitute the Board of Directors of the Investment Advisor and the Fund itself. This was done as part of a revamping
and restructuring exercise which was commenced to regularize various aspects of operations, improve the control
environment and improve the performance of the Investment Advisor and consequently the Fund itself. Similar steps
were taken at an associated concern - Asian Stocks Fund Limited and for its Investment Advisor, Asian Capital
Management Limited (ACML).

The Board of Directors of the above companies largely comprise of the same professionals who have been specifically
appointed to facilitate this revamping and restructuring process. Significant progress has taken place in this regard,
and various other steps are still in process to further strengthen the Company's portfolio, risk management policies
and control environment.

As part of this restructuring process, during the year, the Fund's Investment Advisor - Safeway Fund Limited and
Asian Capital Management Limited (Investment Advisor - Asian Stocks Fund Limited) ownership changed from

Crescent Standard Business Management (Private) Limited to a consortium comprising of Crescent Steel and Allied
Products Limited and Shakarganj Mills Limited, which are both listed companies.

The two investment advisors have also received in principle consent from the SECP for their merger. The merged
Investment Advisory Company - Safeway Fund Limited would manage both Safeway Mutual Fund Limited and Asian
Stocks Fund Limited. This measure is expected to improve operational efficiency by reducing common costs and
would be of benefit to the investors of both Funds. In the meanwhile, the same management team is managing the
operations of both Investment Advisor Companies.
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Safeway Mutual Fund Limited

Corporate Governance

As required by the Code of Corporate Governance, the Directors are pleased to state that:

¥ The financial statements of the Company fairly present its true state of affairs, the results of its operations, cash
flows and changes in equity.

¥ The financial statements have been duly audited and approved without qualification by the auditors of the
Company, Messrs. A. F. Ferguson and Company Chartered Accountants and their report is attached with the
financial statements.

¥ The Company has maintained proper books of accounts.

¥ Appropriate accounting policies have been consistently applied in the preparation of the financial statements
and all accounting estimates are based on reasonable and prudent judgment.

¥ International Accounting Standards as applicable in Pakistan have been followed in preparation of the financial
statements.

¥ The system of internal control is sound and has been effectively implemented and monitored except for the

matters disclosed in the annual report.

There are no doubts upon the Company's ability to continue as a going concern.

Details of related party transactions are disclosed in the financial statements.

There has been no material departure from the best practices of corporate governance as detailed in the listing

regulations of the stock exchanges.

K K K

The statement of compliance with Code of Corporate Governance has been shown separately.

Key Operating and Financial Data
Key operating and financial data for the last six years in summarized form is disclosed in the annual report.
Information about taxes and levies paid has been disclosed in the notes to the financial statements.

Auditors

The Company's retiring auditors, Messrs A. F. Ferguson and Company Chartered Accountants being eligible offer
themselves for reappointment. As proposed by the Audit Committee, the Board of Directors has recommended to
the shareholders their appointment as auditors of the Company for the year ending June 30, 2009.

Pattern of Shareholding
The pattern of shareholding and additional information regarding pattern of shareholding is shown in the annual
report.

Termination of Lahore Operations
With the authorization of the Board of Directors, the Fund transferred all accounting and operational data from
Lahore to Karachi and terminated its Lahore operations. The Company's registered office however remains in Lahore.

Change in the Company's Legal Advisor
In view of the transfer of the Company's operations to Karachi, the Company has changed its legal advisor to Ahmed
and Qazi Advocates.

Change in the Internal Auditors
In view of the transfer of the Company's operations to Karachi, the Company has changed its internal auditors to
Anjum Asim Shahid Rahman, Chartered Accountants.

Election of Directors

At an EOGM of the shareholders of the Company held on December 27, 2007, the shareholders elected seven
directors of the Fund for a tenure of three years subject to the approval of the Securities and Exchange Commission
of Pakistan (SECP). The relevant forms have been submitted to the NBFC Department of the SECP and their response
is awaited.

Annual Report | 2008



Safeway Mutual Fund Limited

The Board would like to thank the retired Directors of the Fund who filled up casual vacancies in 2006 and 2007
to facilitate the restructuring and revamping exercise. Their guidance, support and dedication during their tenure
was instrumental in this exercise.

Attendance at Board Meetings
During the year under review, four Board meetings were held. The attendance of each director at the meetings of
the Board of Directors is as follows:-

SMFL Board Status Attended Meeting*
Anjum Saleem Chairman 3 4
Asif Haider Mirza Director 4 4
Latif Khawar Director 4 4
M. Younus Chaudhrey Former Director 2 2
M. Saad Thaniana Director 3 3
Mohammad Amin Director 1 2
Muhammad Naeem Baig CEO 4 4
Muhammad Awais Qureshi Director 1 2
Tehmeena Anis Khan Director 3 4

* Being the number of Meetings the Director was eligible to attend

Leave of absence was granted by the Board to those Directors who could not attend the Board meetings. During
the year under review, six resolutions were passed by circulation and these resolutions were ratified by the Board
at the ensuing Board meetings.

Attendance at Audit Committee Meetings
During the year under review, five Audit Committee meetings were held. The attendance of each member at the
meetings of the Audit Committee is as follows:-

Members Status Attended Meeting*
Asif Haider Mirza Former Member 3 3
Latif Khawar Former Chairman 3 3
M. Saad Thaniana Chairman 2 2
Mohammad Amin Member 2 2
Muhammad Awais Qureshi Member 0 2
Tehmeena Anis Khan Former Member 2 3

* Being the number of Meetings the Director was eligible to attend

Leave of absence was granted by the Committee to those members who could not attend the Audit Committee
meetings.

The Audit Committee Charter defines the Terms of Reference (ToR) of the Committee whose primary responsibility
is to safeguard the interests of the FundsO shareholders and other stakeholders by ensuring sound internal controls,
compliance with established policies and procedures, compliance with best practices including the Code of Corporate
Governance issued by the Securities and Exchange Commission of Pakistan (SECP) and by completing all other
responsibilities assigned to the Committee by the BOD.

The Charter defines, amongst other things, the following:
¥ Membership of the Audit Committee

¥ Responsibilities of the Audit Committee

¥ Authorities of the Audit Committee

¥ Quorum

¥ Conduct of Meetings
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Safeway Mutual Fund Limited

Trading in Shares by Directors
No trade in the shares of the Company was carried out by the CEO, CFO, Company Secretary and or their spouses
and minor children.

Corporate Governance
Various steps are being taken to continuously improve corporate governance and strengthen the control environment.

Human Resources

We believe that competent, dedicated and diligent employees are the primary asset of any organization. The
Investment Advisor improved its workforce in the last two years by recruiting and retaining experienced and reliable
staff. The recruitment process is transparent and merit is the only criterion for selection. The Company also encourages
its employees to further enhance their skill set and is willing to provide them with training in this regard. At 30 June
2008 the Investment Advisor's employee base is represented by 13 employees of Safeway Fund Limited who dedicate
50% of their time to the operations of Asian Capital Management Limited and Asian Stocks Fund Limited.

The Investment Advisor also plans to appoint, independent, non executive Directors on the Board of Directors in
due course of time.

Safety Health and Environment

The concept of sustainable development calls for the conduct of business operations in a manner which does not
result in damage to the environment. The Investment Advisor attempts to minimize environmental pollution and
properly disposes any waste generated. The Investment Advisor aims to create a paperless environment and promote
the use of electronic communication. The Investment Advisor is also committed to provide a safe and healthy working
environment for its employees.

Information Technology

Management support systems play a pivotal role in the growth of organizations. Therefore, in order to further improve

our operational efficiency and controls the Investment Advisor has invested in an accounting and portfolio software

system which has been acquired from a renowned vendor and this system has been implemented. This system will
help streamline our operations by providing a central database for generating reports and analysis to facilitate timely
management decision making. Various improvements are being made to the software to suit the Fund's reporting
requirements.

A website has been developed on www.safewayfund.com and enhancements and improvements to the website will
be made in the future. The shareholders and SECP have approved the distribution of quarterly accounts of the Fund
through placement on the website.

Business Processes

The operations of the Investment Advisor and the Fund are now located in Karachi to facilitate improved coordination
and control. The Fund also outsourced the internal audit function to a renowned chartered accountant firm to
monitor the compliance of the Company with all aspects of good governance.

Credit Rankings / Ratings
The Fund's last ranking from JCR - VIS is based on June 2008 performance. In this ranking the Fund has been placed
as MFR*1 for one year performance however it has been placed at MFR*4 for two year performance.

The rating of the management company is in process. In view of the significant improvement in the control environment
and the risk management polices of the Company, the management expects to obtain a good rating in the upcoming
year.

Corporate Social Responsibility

Corporate social responsibility calls for maximizing value for all stakeholders. Although the Fund recognizes the
importance of its most important stakeholder - the investors, and acts in their best interest it does not at any time
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neglect the interests of other stakeholders. Employees, Government and the investor population are our other important
stakeholders and we intend to perform all actual and moral duties towards them. Contribution towards these
stakeholders is shown in the Statement of Value Added.

Event after Balance Sheet - Resignation of Director

Subsequent to yearend, Mr. Asif Haider Mirza resigned as Director of the Fund. Mr. Mohammad Naeem Baig, the
Chief Executive Officer of the Fund, has been co-opted to fill in the casual vacancy arising subject to the approval
of the Securities and Exchange Commission of Pakistan. The Board wishes to place on record its appreciation of
the services of Mr. Asif Haider Mirza, who has also resigned as Chief Executive Officer of the Investment Advisor.
Mr. Nihal Cassim has been appointed as Chief Executive Officer of the Investment Advisor in his stead subject to
the approval of the Securities and Exchange Commission of Pakistan.

Future Outlook 5
The future outlook is discussed in detail in the Fund ManagerOs Report.
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Management Report on Fund Performance (MRFP)

FUND MANAGERS REVIEW

The Investment Advisor / Asset Manager, Safeway Fund Limited, is pleased to present its review on the performance
of Safeway Mutual Fund Limited for the year ended 30 June 2008. This report forms an integral part of the Directors
Report for the year ended 30 June 2008.

Fund Category and Type

Safeway Mutual Fund Limited is a public limited company incorporated in May 1994 under the Companies Ordinance,
1984 and has been registered with the Securities and Exchange Commission of Pakistan as an Investment Company
under the Investment Companies and Investment Advisor/Asset Managers Rules, 1971 to carry on the business of a
closed end investment company. The Fund primarily invests in the shares of listed companies. It is now registered
and regulated under the NBFC Regulations, 2007.

Investment Philosophy & Strategy

The investment objective of the Fund is to provide its shareholders a vehicle for long-term capital appreciation. The
Fund seeks to achieve this objective through investment primarily in high quality equity issues and by diversifying
across sectors poised to gain the most from the prevalent macro-economic trends. At the same time the Company
promotes measures to stabilize revenues by investing an allowable portion of its assets in other non - equity securities
including listed fixed income securities and hybrid equity issues. The relevant asset allocation percentage is determined
after considering market conditions and corroborating the basis for investment decisions through third parties and
external research sources.

The extent of the achievement of this objective is discussed in the analysis of the results of operations.

Economic Performance

The past year has been challenging both domestically and internationally as critical developments continued to
unfold on both fronts. Markets worldwide have been struggling as the impact of the sub-prime crisis trickles down
into the real sector. The burst of the credit bubble, combined with an increase in commodity prices and rising
inflation during this period of limited growth has created recessionary trends in some of the developed economies
although the full impact of these trends is yet to be established. Pakistan's economy, which had been enjoying an
enviable growth for the past five years struggled during the year as a result of political instability, reduction in national
savings rate, weakened investor confidence, supply shocks and also rising inflation. Foreign currency reserves have
also declined since last year, and the Pakistani currency has depreciated more than 12% against the USD this year.
Nevertheless, although the GDP target of 7.2% was not achieved, the country enjoyed 5.8% growth. Worker
remittances increased by more than 17% and stood at USD 6.45 billion.

Market Performance

With the various economic and political uncertainties including the political power struggle and the judicial crisis,
investor confidence especially foreign investor confidence weakened, and the market remained under pressure
declining by more than 10% during the year. The KSE 100 index which was 13,772 points on 30 June, 2007 closed
at 12,289 points on 30 June, 2008. This downward trend continued in the new financial year to reduce the index
to less than 10,000 points. To rejuvenate investor confidence, an Equity Market Opportunity Fund was commissioned
to support the market and the positive impact of this fund will hopefully be seen in the next financial year.

The banking sector performance remained positive despite efforts made by the banking regulators to control banking
spreads and reduce the money supply through an increase in the discount rate and the establishment of a minimum
rate of return for deposits. The oil and gas sector also outperformed the market, on the back of significant increase
in oil prices, depreciation of the Pakistani rupee and worldwide increase in demand for energy.
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Sector Performance

In line with the performance of the market, the mutual fund sector at large performed below expectations during
the year. Up to date information on the performance of the mutual fund industry may be viewed on the Mutual
Funds Association of Pakistan website - www.mufap.com.pk.

Karachi Office: 5th Floor, Nacon House, Molana Deen Muhammad Wafai Road, Karachi. Tel: (92-21) 5687271 Fax: (92-21) 5689141 Email: info@safewayfund.com
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Portfolio Statistics

During the year the Fund reduced its exposure to any particular group of companies to diversify its risk base. In
addition, efforts were made to dispose off OdeadO stocks in the portfolio and reduce the number of scripts in which
the Fund invested to allow improved monitoring of investments. The Company's portfolio as of June 30, 2008 was

invested in the following sectors:

Portfolio Composition - June 30, 2007 Portfolio Composition - June 30, 2008
M Textile Composite ¥ Oil & Gas Exploration Co.s 18.26%
B Sugar & Allied M Textile Composite 11.69%
) ) B Commercial Banks 8.79%
M Oil & Gas Exploration Engineering 8.10%
Technology & Communicatiof M Fertilizer 6.11%

Power Generation & Distributios.77%

mi t t Bank N !
nvestment Banks B Sugar & Allied Industries 5.38%

B Engineering Cement 4.77%
Commercial Banks B Chemicals & Pharmaceutical 4.24%
W Cement u M_iscellaneous ] 3.53%
Oil & Gas Marketing 3.47%

W Others* H Other 19.89%

*Sector below 3% are clubbed under Others

Assets Mix - June 30, 2008

1 05% 2.91% 1 5004

94.80%

Olnvestments M Cash & Bank balances [ICFS [JOthers

The Fund has increased its exposure in oil and gas exploration companies, trimmed down exposure in commercial

banks, and maintained a limited level of investment in the oil and gas marketing sector. The high exposure in textile

composite, engineering and sugar and allied sectors are attributable to large strategic holdings held in investments
available for sale. The rest of the portfolio is broadly distributed amongst various sectors in an effort to align the beta
of the portfolio to be close to 1.

Results of Operations

The 2008 Financial Year was one of the most eventful years in the history of Pakistan and the impact of these events
was felt on most fronts, including the stock market. The performance of your fund during this year, was also not as
per expectations. Although a satisfactory gain on sale of shares of Rs. 110.8 million was earned during the yeas,
this was significantly lower than the prior year gain of Rs. 224.2 million. Dividend income and other income increased
by 69% to contribute Rs. 38.9 million to the income head. Due to the spiral decline of the stock market index
towards the end of the financial yearend, the unrealized diminution on investments at fair value through profit and
loss increased significantly from an appreciation of Rs. 6.5 million in the prior year to a diminution of Rs. 144.9
million in the current year. As a result the income for the year declined from Rs. 253.7 million in the prior year to
Rs. 6.6 million in the current year.

Operating expenses of Rs. 28.7 million represented an increase of 17.2% from the prior year and includes a Rs. 3.4
million impairment loss. Almost 73% of the Fund's total expenditure represents remuneration to the Investment
Advisor/Asset Manager. Safeway Fund Limited as the Investment Advisor/Asset Manager has been remunerated by
the Fund for its services in accordance with the guidelines issued in the NBFC Regulations in terms of which 2%
of the Fund's average Net Asset Value is paid as remuneration.

Karachi Office: 5th Floor, Nacon House, Molana Deen Muhammad Wafai Road, Karachi. Tel: (92-21) 5687271 Fax: (92-21) 5689141 Email: info@safewayfund.com
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