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Directors’ Report

Safeway Mutual Fund Limited

The Directors of Safeway Mutual Fund Limited are pleased to present the first quarterly financial statements of the
Company for the quarter ended September 30th, 2008.

Financial and Operating Performance

The market during the third quarter of 2008 (3QCY08) was extremely bearish because of political uncertainty and
continuing bleak economic outlook. For the quarter ended September 2008, the KSE-100 index fell by 3,110 points
or 25.30% to close 9,179 and the KSE-30 Index dropped by 4,261 points or 29.70% to close at 10,064. In an effort
to contain a collapse in the market, the KSE-100 index floor was pegged at 9,144 on 27 August 2008.

The markets have affected the Fund’s performance significantly and this is summarized as follows:

Income

Operating expenses and bank charges
(Loss)/Profit before tax

Taxation

(Loss)/Profit after tax

(Loss)/Earnings per-share basic and diluted

3 Months 3 Months
July —Sep 2008 July —Sep 2007

(Rupees in thousand)

(145,943) 28,020
(5,145) 6,287
(151,088) 21,733
0 0
(151,088) 21,733
(2.77) 0.40

A more detailed analysis of the performance of the Fund is discussed in the Fund Manager’s Report on Fund
Performance. This report has been reviewed by the Board of Directors and forms an integral part of this Directors’

Report.
Future Outlook

Immediate downside seems imminent once the floor is removed. The market is expected to trade at lower levels, till
new liquidity is attracted to absorb the supply of shares. From there on we expect valuations to improve as the
inflow of liquidity will give the administration comfort in dealing with other economic matters. Resolution of the
economic issues and an improving economic environment should help rebuild confidence. A lack of resolution to
the security concerns will dampen all efforts made by the administration on the economic front. We are hopeful
that Pakistan will be able to successfully extinguish the law and order fears.

The Fund’s performance will be largely linked to the market performance as there is minimal activity in the stock
market at present. The Fund is optimistic that while in the short term, further losses may need to be absorbed, the
Fund'’s investments are primarily in fundamental stocks which are expected to recover in value when the economy

at large and market stabilizes.

Subsequent to the end of the quarter, concerns have been raised by financiers of CFS MKII regarding adequate
exposure being maintained and collected by the NCCPL from the financees. These concerns along with liquidity
pressures led to withdrawals from financing in CFS MKII and to address such exposure concerns; on October 14,
2008 the NCCPL increased its cash margin requirement by 10% and extended the maturity periods of certain
contracts by 22 days. This extension affected 25% of the Fund’s total exposure in CFS MKII. It may be noted that
in case of default the Fund’s exposure would be settled in terms of the procedures defined in the NCCPL
Regulations. The Fund has been steadily reducing its exposure in CFS MKII and this exposure has reduced from Rs.
55.7 million at September 30, 2008 to Rs. 44.48 million on October 28, 2008.

Approval of Directors

The Board of Directors elected in December 2007 has been approved by the Securities and Exchange Commission

of Pakistan.
was co-opted in his stead.

Credit Ranking

Subsequent to yearend, Mr. Asif Haider Mirza resigned as director of the Fund and the undersigned

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.

Dividend

On approval of the Annual Audited Statements for the financial year ended June 30, 2008, the Board of Directors
recommended the distribution of a dividend of Rs. 0.25 per share to the shareholders of the Fund. This was
approved by the shareholders in the 14th Annual General Meeting held on October 28, 2008.

Acknowledgement

The Board thanks the regulatory authorities, the stock exchanges, the Mutual Funds Association of Pakistan, the
Investment Advisor, the Custodian and the Bankers of the Company for their continued cooperation and services.
The Board also extends its gratitude to its shareholders for their trust reposed in us.

Lahore - October 29, 2008
- |

On behalf of the Board of Directors

Muhammad Naeem Baig
Chief Executive
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Safeway Fund Limited

Asset Management Services

Fund Manager’s Report on Fund Performance

Investment Philosophy & Strategy

The investment objective of the Fund is to provide its shareholders a vehicle for long-term capital
appreciation. The investment philosophy and strategy, risk management polices and corporate governance
polices have been more fully described in the Investment Advisor’s Report on Fund Performance printed in
Safeway Mutual fund Limited’s 2008 Annual Report.

Market Performance and Results of Operations

During the quarter ended September 2008, the KSE-100 index fell by 3,110 points or 25.30% to close at
9,179 while the KSE-30 Index dropped by 4,261 points or 29.70% to close at 10,064.

On August 27, 2008 a floor was imposed on the KSE-100 Index at 9,144 points. The purpose of the floor
was to arrest the falling market which had begun to echo a systemic problem which could spread to other
areas of the financial services industry. Prior to imposing the floor, efforts to inject liquidity in the market
through government sponsored funds were made but the liquidity made available was insufficient. With
rescue measures failing due to lack of liquidity, selling quantities piled up for shares at their floored rates.

Post the imposition of the floor market, volumes fell to an average of 15.4 million shares per day compared
to an average of 95 million shares per day for the eight weeks preceding the imposition of the floor.

Owing to the overall market situation, activity in the fund remained low, the fund’s NAV declined from Rs.
16.26 to Rs. 12.18 and the EPS for the first quarter of 2009 was (2.77) per share, as against a positive Rs.
0.40 per share for the first quarter of 2008.

Factors that have caused the market to decline over the past 6 months include:
1. Political uncertainty - this has been resolved since Asif Ali Zardari became President of Pakistan.

2. Delayed response by the administration with regard to economic issues - although far from
resolving the issues, willingness to address economic concerns, including attending to the twin
deficits, as well as foreign currency and local currency liquidity concerns seems to be gaining

momentum.

3. Security concerns - A war within Pakistan is emerging whether from extremist elements within
Pakistan or from external enemies of Pakistan. A consensus on how to diffuse the situation is still
unavailable.

Declaration by Directors

As required under Non-Banking Finance Companies and Notified Entities Regulations, 2007, the Directors
of management company state that the financial statements of Safeway Mutual Fund Limited for the quarter
ended September 30, 2008 give a true and fair view of the Fund.

Future Outlook

Immediate downside seems imminent once the floor is removed. The market is expected to trade at lower
levels, until new liquidity is attracted to absorb the supply of shares. From there on we expect valuations to
improve as the inflow of liquidity will give the administration comfort in dealing with other economic
matters. Resolution of economic issues and an improving economic environment should help rebuild
confidence. A lack of resolution to the security concerns will dampen all efforts made by the
administration on the economic front. We are hopeful that Pakistan will be able to successfully extinguish
the law and order fears.

Acknowledgement

We extend our gratitude to the stock exchanges, the regulators, CDC, NCCPL and the Board of Safeway
Mutual Fund Limited, for their continued guidance and support, and to our team for their hard work and
dedication.

For and on behalf of Safeway Fund Limited.

JAWED AKHTAR MANGRORIA NIHAL CASSIM
Fund Manager Chief Executive

Karachi — October 29, 2008
R

Karachi Office: 9th Floor,Lakson Square Building No. 1, Maulana Deen Mohammad Wafai Road, Karachi. Tel: (92-21) 5620971-73 Fax: (92-21) 5620978 Email: info@safewayfund.com
Registered Office: Standard Tower, 10-B Block E-2, Gulberg I1l, Lahore. Tel: (92-42) 5783827-29 Fax: (92-42) 5875916



Safeway Mutual Fund Limited

Statement of Assets and Liabilities (Un-audited)

as at September 30, 2008

Unaudited Audited
September 30, June 30,
2008 2008
ASSETS Note (Rupees in thousand)
Current assets
Cash and bank balances 14,986 9,450
Short term investments 4 586,303 846,114
Receivable against continuous funding system 55,676 25,997
Receivable against sale of investments 2,289 1,308
Dividend receivable 2,708 4,600
Income tax refundable 910 910
Prepayments and other receivables 1,284 525
664,156 888,904
Non-current assets
Long term deposits 3,615 3,615
TOTAL ASSETS 667,771 892,519
Current liabilities
Remuneration payable to investment advisor 4,089 1,706
Accrued expenses and other liabilities 221 5,028
Dividend payable 74 74
Provision for taxation 879 879
5,263 7,687
NET ASSETS 662,508 884,832
REPRESENTED BY :
Authorized share capital
60,000,000 (June 30, 2008: 60,000,000) Ordinary Shares
Of Rs.10 each 600,000 600,000
Issued, subscribed and paid-up capital
share capital 54,450,000 (June 30,2008 :54,450,000)
ordinary shares of Rs. 10 each fully paid in cash 544,500 544,500
Revenue reserve
Unappropriated loss 83,566 234,654
628,066 779,154
Capital reserves
Share prmium account 33,000 33,000
(Diminution) / Surplus on remeasurement of available for sale
investments 1,442 72,678
662,508 884,832
Contingencies and commitments - -
The annexed notes form an integral part of these financial statements.
CHIEF EXECUTIVE OFFICER DIRECTOR
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Safeway Mutual Fund Limited

INCOME STATEMENT (UN-AUDITED)

For the Quarter Ended September 30, 2008

July to July to
September September
2008 2007

(Rupees in thousand)

Income
(Loss) / Gain on sale of shares-net (21,481) 39,023
Unrealized diminution on investments at fair value through profit or
loss (130,624) (18,155)
Income from continuous funding system 1,612 -
Dividend income 3,790 4,922
Other income 760 2,230
(145,943) 28,020
Operating expenses
Administrative and general expenses 1,444 1,006
Remuneration of investment advisor 3,700 5,279
5,144 6,285
(151,087) 21,735
Bank charges 1 2
(Loss) / Profit before tax (151,088) 21,733
Taxation - -
(Loss) / Profit after tax (151,088) 21,733
(Loss)/Earnings per share (Rupee)
With un-realised diminution on remeasurement of investments (2.77) 0.40
Without un-realised diminution on remeasurement of investments (0.38) 0.73
The annexed notes form an integral part of these financial statements.
CHIEF EXECUTIVE OFFICER DIRECTOR
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Safeway Mutual Fund Limited

DISTRIBUTION STATEMENT (UN-AUDITED)

For the Quarter Ended September 30, 2008

July - September  July - September
2008 2007
(Rupees in thousand)

Unappropriated income brought forward 234,654 365,754
Final cash dividend for 2007 @ 20% - (108,900)
Unappropriated income adjusted to final cash dividend for 2007 234,654 256,854
Net (loss) / income for the period (151,088) 21,733
Unappropriated income carried forward 83,566 278,587

The annexed notes form an integral part of these financial statements.

CHIEF EXECUTIVE OFFICER DIRECTOR
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Safeway Mutual Fund Limited

CASH FLOW STATEMENT (UN-AUDITED)

For the Quarter Ended September 30, 2008

Cash flow from operating activities

(Loss) / income for the period before taxation
Adjustment for:

- Unrealized diminution on remeasurement of
investments at fair value through profit or loss
- Capital gain on investments classified
as “available for sale’
- Dividend Income
- Remuneration of Investment Advisor

(Loss) / Profit before working capital changes
Effect on cash flow due to working capital changes:

(Increase) / Decrease in assets
- Short term investments
- Receivable against continuous funding system
- Prepayments and other receivables

(Decrease) / Increase in liabilities
- Accrued expenses and other liabilities

Cash generated from operations

- Taxes paid

- Dividend received

- Dividend paid

- Remuneration of Investment Advisor

Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the period

Cash and cash equivalents at the end of the period

The annexed notes form an integral part of these financial statements.

CHIEF EXECUTIVE OFFICER

m September 30, 2008 | First Quarterly Report 2009

July to
September
2008

July to

September

2007

(Rupees in thousand)

(151,088) 21,733
130,624 18,155
(2,945) (26,692)
(3,790) (4,922)
3,700 5,279
(23,499) 13,553
60,896 73,160
(29,679) -
(1,740) (9,736)
29,477 63,424
(4,807) 8,288
1,171 85,265
- (71)
5,682 2,022
5 (108,761)
1,317) (16,614)
5,536 (38,159)
9,450 98,762
14,986 60,603
DIRECTOR



Safeway Mutual Fund Limited

STATEMENT OF MOVEMENT IN EQUITY AND
RESERVES - "PER SHARE’ (UN-AUDITED)

For the Quarter Ended September 30, 2008

Net assets per share at the beginning of the period

Dilution due to final cash dividend for 2007
@ 20%

(Loss) / Gain on sale of marketable securities-net

Unrealised diminution on remeasurement of
investments at fair value through profit or loss

Other net operating income for the period
Net (loss) / income for the period

Unrealised diminution in market value
of investments classified as ‘available for sale’

Net assets per share as at the end of the period

The annexed notes form an integral part of these financial statements.

CHIEF EXECUTIVE OFFICER

July to July to
September September
2008 2007
(Rupees)
16.26 20.61
(2.00)
16.26 18.61
(0.39) 0.72
(2.40) (0.33)
0.02 0.01
(2.77) 0.40
(1.31) (0.52)
12,18 18.49
DIRECTOR
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Safeway Mutual Fund Limited

Notes To And Forming Part Of The Financial Statements (un-audited)
For the Quarter Ended September 30, 2008

1. Legal status and nature of business

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 (SECP) as an Investment Company under the repealed Investment Companies and Investment
Advisers Rules, 1971 to carry on the business of a closed end mutual fund. Subsequently, the
Company was registered with SECP under the Non-Banking Finance Companies (Establishment and
Regulation) Rules, 2003 (the NBFC Rules). The Company commenced its business in July 1994 and its
shares are quoted on Karachi and Islamabad Stock Exchanges. The Company primarily invests in
shares of listed companies.

The Company has an agreement with Safeway Fund Limited (SFL) (an associated Company) to act as
its Investment Advisor. SFL is duly licensed under the NBFC Rules to act as an Asset Management
Company.

2. Statement of compliance

These financial statements have been prepared in accordance with the requirements of the Companies
Ordinance, 1984, the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003
(the NBFC Rules), the Non-Banking Finance Companies and Notified Entities Regulations, 2007 (the
NBFC Regulations), directives issued by the SECP and 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 and as notified under the provisions and
directives of Companies Ordinance, 1984. In case the requirements differ, the provisions or directives
of the Companies Ordinance, 1984, the requirements of the NBFC Rules and the NBFC Regulations
shall prevail.

The disclosures made in these financial statements have, however, been limited based on the
requirements of the International Accounting Standard 34, Interim Financial Reporting.

3. Significant accounting policies

The accounting policies and methods of computation followed for the preparation of these financial
statements are the same as those applied in preparing the financial statements for the year ended June
30, 2008.

September 30, June 30,
2008 2008
Note (Rupees in thousand)
4.  Short term investments
- At fair value through profit or loss 4.1 423,716 607,056
- Available for sale 4.2 162,587 239,058
586,303 846,114
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Safeway Mutual Fund Limited
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Safeway Mutual Fund Limited
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Safeway Mutual Fund Limited
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4.3 Net unrealized appreciation / (diminution) in the value

8.1

8.2

Safeway Mutual Fund Limited

of investments classified as “available for sale’

- Market value
- Less: Cost

Provision for taxation

September 30, June 30,
2008 2008

(Rupees in thousand)

162,587 239,058
(161,145) (166,380)
1,442 72,678

The company intends to avail the tax exemption under clause 99 of the Second Schedule to the Income
Tax Ordinance, 2001 by distributing at-least ninety percent of its accounting income for the period as
reduced by capital gains, whether realised or un-realised, to its shareholders. Accordingly, no current
tax liability for the period has been recognised in these financial statements.

Transaction with connected persons

Remuneration to Investment Advisor
Safeway Fund Limited - Charge for the period
Safeway Fund Limited - Payable at the end of period

Dividend paid

Shakarganj Mills Limited

Crescent Steel & Allied Products Limited
Al-Zamin Leasing Corporation Limited
Safeway Fund Limited

Asian Capital Management Limited

Dividend received
Crescent Steel & Allied Products Limited

Date of Authorization for Issue

July - September  July - September
2008 2007

(Rupees in thousand)

3,700 5,279
4,089 5,279

- 58,430
- 15,888
- 3,199
- 11,145
- 3,000

- 1,249

These financial statements were authorized for issue on October 29, 2008 by the Board of Directors of

the Company.

General

Figures have been rounded off to the nearest thousand rupees.

Corresponding figures have been re-arranged wherever necessary, for comparison purposes. However,

no significant re-arrangements have been made.

CHIEF EXECUTIVE OFFICER

m September 30, 2008 | First Quarterly Report 2009
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SAFEWAY MUTUAL FUND LIMITED
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