


























The Audit Committee

The Terms of Reference for the Audit Committee has been adopted
from the Code of Corporate Governance.

Mr. Asif Haider Mirza Chairman

Mr. Latif Khawar Member

Ms. Tehmeena Anis Khan ~ Member

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 (represents investment company)

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 statement.

¥ 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. Latif Khawar Member
Mr. Muhammad Naeem Baig Member
Mr. Asif Haider Mirza Member
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Notice to Shareholders of 13th Annual General Meeting

Notice is hereby given that the 13th 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 Crescent Standard Tower, 10-B, Block

E-2,

Gulberg Ill, Lahore will be held at 14.30 pm on August 31, 2007 at 6th Floor, Crescent Standard Tower, 10-B,

Block E-2, Gulberg lll, Lahore to transact the following business:

Ordinary Business

¥
¥

b2

To confirm the minutes of the 12th Annual General Meeting held on October 31, 2006.

To receive, consider and adopt the Audited Accounts together with the Directors® and AuditorsO reports thereon
for the year ended June 30, 2007.

To consider and approve a final cash dividend of 20% equal to Rs. 2 per share for the year ended June 30, 2007
as recommended by the Board of Directors.

To appoint auditors and fix their remuneration.

Special Business

¥

To consider and if deemed appropriate, approve with or without modifications the amendments in clauses 86,
87 and 88 of Articles of Association of the Company relating to Remuneration of Directors, Directors not
bonafide resident of Karachi may receive extra Compensation for Traveling Expenses and Special Remuneration
of Directors, respectively.

A statement under Section 160 (1) (b) of the Companies Ordinance, 1984 and drafts of the resolutions proposed
to be considered by the shareholders at the Annual General Meeting of the Company as required by Section
164 (1) of the Companies Ordinance, 1984 are enclosed.

By Order of the Board

Company Secretary
Lahore - July 27, 2007

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 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 National Identity Cards along with CDC Participant 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 Identify Cards of the grantors and the signatures on the proxy form should be the same as that
appearing on the National Identity Cards.

(vi) The Share transfer books of the Company will remain closed from August 24, 2007 to August 31, 2007 (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 August 23, 2007 will be considered as on time for the determination
of entitlement of shareholder to attend and vote at the meeting.



Explanatory Statement Required Under Section 160 (1) (B) of The Companies Ordinance, 1984 In
Respect of the Special Business and Draft Resolutions

Material facts concerning the special business to be transacted at the Annual General Meeting and the proposed
resolutions related thereto are given below:

Amendments in Articles of Association

The Board of Directors, at their recent meeting, considered that clauses 86, 87 and 88 of Articles of Association of
the Company relating to Remuneration of Directors, Directors not bonafide resident of Karachi may receive extra
Compensation for Traveling Expenses and Special Remuneration of Directors, respectively needs reconsideration
for appropriate amendments to make these in line with other Listed Companies of the financial sector , to use the
services of professionals in the best interest of the company and make their practical implementation timely and
easier.

The Board, therefore, resolved unanimously to approve, and place before the shareholders at their general meeting
for approval by special resolution, the proposed amendments to the Articles of Association of the Company.

A comparative statement showing proposed amendments to the Articles of Association of the Company along-with
the draft resolutions to be considered and resolved (with or without modifications) are given below:

Clause 86 - Existing clause:
The remuneration of a Director for his services shall be such sum as may be fixed by the Directors not exceeding
Rs. 500/= for each meeting attended by him.

The amended clause 86 is to be read as follows:
The remuneration of a Director for his services shall be such sum as may be fixed by the Board of Directors for each
meeting attended by him.

Clause 87 - Existing clause:

The Directors may allow to pay to any Director who is not resident of Karachi and who come to Karachi for the
purpose of attending a meeting such sums as the Directors may consider fair compensation for traveling expenses,
in addition to his fee for attending such meeting as above specified.

The amended clause 87 is to be read as follows:

The Directors may allow to pay to any Director who come to the place of meeting from any other location for the
purpose of attending a meeting such sums as the Directors may consider fair compensation for traveling/boarding/lodging
expenses, in addition to his fee for attending such meeting as above specified.

Clause 88 - Existing clause:

If any Director, being willing shall be called upon to perform extra services or to make any special exertion for any
of the purposes of the Company, the Company may remunerate the Director so doing by the Company at General
Meeting provided that the extra remuneration shall be subject to such conditions as the Controller of Capital Issue
may Impose from time to time and such remuneration may be either in addition to or in substitution for his remuneration
as above provided for the Directors.

The amended clause 88 is to be read as follows:

If any Director, being willing shall be called upon to perform extra services or to make any special exertion for any
of the purposes of the Company, the Company may remunerate the Director so doing as the Directors of the Company
may consider appropriate provided that the extra remuneration shall be subject to such conditions as the Controller
of Capital Issue may Impose from time to time and such remuneration may be either in addition to or in substitution
for his remuneration as above provided for the Directors.



Draft Resolutions

Resolved that

the amendments in the Articles of Association of the Company as recommended by the Directors, duly initialed by
the Chairman for identification purposes, and as sent to the members along-with the notice and as tabled before
the Annual General Meeting be and are hereby authorized.

Resolved Further that

the Chief Executive and Company Secretary be and are hereby singly / jointly authorized to:

(a) take all steps and do all acts , things and deeds necessary or expedient for the purpose of giving effect to

the intent of the above resolutions;
(b) execute and deliver applications, petitions, forms, affidavits, affirmations and other documents as may be
required for the purpose of giving effect to the intent of the above resolutions.

None of the Directors have any interest in this special business other than to the extent explained above.



Safeway Mutual Fund Limited

ShareholdersO Diary and Supplementary Data
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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, 2007
E

No. of Shareholders Shareholding Total Shares held
From To
66 1 100 2,786
40 101 500 13,167
79 501 1,000 65,186
35 1,001 5,000 83,838
8 5,001 10,000 59,536
2 10,001 15,000 28,884
4 15,001 20,000 69,100
1 30,001 35,000 30,600
1 40,001 45,000 40,500
1 70,001 75,000 72,500
1 120,001 125,000 122,400
1 145,001 150,000 150,000
1 645,001 650,000 650,000
1 1,495,001 1,500,000 1,500,000
1 1,595,001 1,600,000 1,599,500
1 3,400,001 3,405,000 3,403,765
1 5,795,001 5,800,000 5,796,000
1 6,315,001 6,320,000 6,316,284
1 17,015,001 17,020,000 17,015,781
1 17,430,001 17,435,000 17,430,173
247 54,450,000
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Safeway Mutual Fund Limited

Categories of Shareholder

Shares Held % age
Directors, Chief Executive Officer, their Spouse and Children
Director
Mr. Anjum M. Saleem 1,200 0.00
éAssociated Companies, Undertakings & Related Parties
Associated Companies
ESafeway Fund Limited 5,796,000 10.64
Related Parties
Crescent Leasing Corporation Limited 1,599,500 2.94
Crescent Standard Investment Bank Ltd. (now Innovative Housing Finance Ltd.) 17,015,781 31.25
Asian Capital Management Limited 1,500,00 2.75
Crescent Steel And Allied Products Limited 6,316,284 11.60
Shakarganj Mills Limited 17,430,173 32.01
. 49,657,738 91.20
EBanks, DFI's, NBFl's
Banks, DFI's, NBFI's - -
Banks, DFI's, NBFl's (CDC) 3,403,765 6.25
3,403,765 6.25
L\/Iodaraba and Mutual Funds
Modaraba and Mutual Funds - -
Modaraba and Mutual Funds (CDC) 19,000 0.03
19,000 0.03
cher Companies
Other Companies (CDC) 22,754 0.04
22,754 0.04
EGeneral Public
A. Local 76,843 0.14
A. Local (CDC) 1,268,700 2.33
1,345,543 2.47
54,450,000 100.00
Shareholders with more than 10.00% holding
eCrescent Standard Investment Bank Ltd. (now Innovative Housing Finance Ltd.) 17,015,781 31.25
Crescent Steel And Allied Products Limited 6,316,284 11.60
Safeway Fund Limited 5,796,000 10.64
Shakarganj Mills Limited 17,430,173 32.01

Categories of Shareholders

@ Associated Company
= Others

" Banks, DFIs, NBFIs

> peclated Parties
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Strategic Objectives, Core Values, Code of Ethics and
Business Practicess

Strategic Objective

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.

Core Values
1) To become the Fund of choice by delivering consistently superior investment performance.

2) To expand our horizon to offer a wide range of financial services to our stakeholders through our Investment
Advisor.

3) To recruit, develop and retain top-quality human resources through our Investment Advisor to be better able to
create value for our stakeholders.

4) To promote transparency in all aspects of operations and uphold the highest standards of ethical and professional
values at all times.

5) To achieve operational excellence by benchmarking our activities against Best Industry Practices and developing
efficient and effective support systems.

6) To create value for all our stakeholders and to contribute towards the economic and social development of
Pakistan by facilitating the distribution of wealth to a wide segment of society.

Code of Ethics and Business Practices

Safeway Mutual Fund Limited conducts its business in a responsible manner and with honesty and integrity. We
believe in operating at all times within the ambit of the regulatory framework and Best Industry Practices and we
expect all our business partners to uphold these concepts in a transparent manner.

As the Company does not operate in isolation with its environment, it defines the stakeholders and its responsibilities
towards them as follows:-

Shareholders
To protect shareholders investment and provide an acceptable return.

Customers
To win and maintain clients by developing and providing products and services which offer value in terms of pricing,
services, etc.

Employees
To respect the human rights of its employees with good and safe conditions of work and competitive terms of services.



Business Partners
To seek mutually beneficially relationships with contractors and suppliers of goods and services.

Society
To conduct business as a responsible member of the society, to observe laws, express support for basic human rights and
proper regard to health, safety and environment.

Integrity

Safeway Mutual Fund Limited does not use bribes as an instrument of business for financial gain and employees are not
authorized to give or receive any gift or payment which may be construed as such. Employees are required to avoid
personal activities or financial interests which conflict with their responsibility to the Company. All transactions must
comply with the prevailing laws and must fairly and accurately reflected in the financial statements.

Risk Management
The Fund has a fiduciary responsibility to its shareholders to ensure that they receive a reasonable rate of return and to
ensure that their investment in the Fund remains intact.

Effective risk management can only be achieved through the combination of an effective MIS, a strong and documented
control environment and utilizing the services of competent and honest individuals.

The Fund is committed to implementing these parameters to ensure the continued safeguarding of the investment of all
stakeholders. The risk management policies of the Fund cover the following areas which are more fully disclosed in the
Management Report on Fund Performance:

¥ Market Risk

¥ Liquidity Risk

¥ Interest Rate Risk

¥ Market Rate of Return Risk

¥ Credit Risk



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
(Guarantee) Limited 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 The Company encourages representation of independent non-executive Directors on its Board. At present the
Board includes four non-executive Directors including the Chairman of the Board and three executive Directors.

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

3) 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 an NBFC.
No one is a member of the Stock Exchange.

4  The Casual vacancies which occurred in the Board of Directors were duly filled in by the Directors.

5 The Company has prepared a OStatement of Ethics and Business PracticesO, which has been signed by all the
Directors and employees of the Company, and disclosed separately in this annual report.

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

7 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.

8) 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 Company
Secretary and CEO attended the meetings of the Board of Directors.

9 The Directors were apprised regarding significant matters relating to the code of corporate governance through
locally and internationally published material on corporate governance.

10 The Board has approved appointment of Company Secretary/ Chief Financial Officer along with the terms and
conditions of the employment, as determined by CEO.

11 The DirectorsO 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.

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

13 The Directors and executives do not hold any interest in the shares of the Company other than those disclosed
in the pattern of shareholding.

14 The Company has complied with all the corporate and financial reporting requirements of the Code.



15

16

17

18

19

20

The Board has formed an Audit Committee which comprises of three members.

The meetings of the Audit Committee were held at least once every quarter prior to approval of the interim and
final results of the Company and as required by the Code. The Board has adopted the standard terms of the
reference as disclosed in the Code of Corporate Governance.

The Board has setup an effective Internal Audit function by outsourcing the same 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 share 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 of 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 - July 27, 2007



Safeway Mutual Fund Limited

Statement of Value Added

Statement of Value Added (Rs in million) 2007 2006
Gain on sale of Shares 224.2 72.2
Gain/(Loss) on remeasurement of investments 6.4 (63.7)
Dividend Income 17.8 14.8
Other Income 5.3 4.6
Total 253.7 27.9
Administrative and General Expenses 2.7 4.0
Impairment Charges on Investment 15.3 7.0
Value Added 235.7 16.9
Distributed as Follows (Rs in million) 2007 2006
To Investment Advisor as Remuneration 16.6 17.5
E
To Government as Taxes 0.1 0.7
E
_To Shareholders as Dividends E108.9 -
E E
Retained in Business 110.1 (2.3)
Value Added 235.7 16.9
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Safeway Mutual Fund Limited .

Value Added Distribution 2007

7.05%

46.68%
46.24%
M To Investment Advisor as Remuneration B To Government as Taxes
To Shareholders as Dividends B Retained in Business

Value Added Distribution 2006

3.85%

—

96.15%

[l To Investment Advisor as Remuneration l To Government as Taxes
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. Safeway Mutual Fund Limited

DirectorsO Report

The Board of Directors of Safeway Mutual Fund Limited are pleased to present the Annual Report for 2007 together
with the audited financial statements for the year ended June 30, 2007.

Financial and Operating Performance

An active market combined with a strengthened control environment and prudent investment decisions resulted in
a significant improvement in the performance of the Fund and we are pleased to present the performance of the
Fund for the year below:-

2007 2006
(Rupees in thousand)
Income
Return on investments 248,403 23,321
Other income 5,262 4,564
i 253,665 27,885
Operating expenses
Administrative and general expenses (2,772) (3,998)
Remuneration of Investment Advisor (16,614) (17,548)
Impairment charge on investments (15,316) (6,974)
(34,702) (28,520)
218,963 (635)
Finance cost (13) 3)
Profit/(loss) before tax 218,950 (638)
Taxation (76) (741)
Profit/(loss) after tax 218,874 (1,379)
Composition of Revenue Composition of Expenditure

- . |
Remuneration of the Investment Advisor
- on/Sale/& Shares emuneration of the Investment Advisol

- pividend 1 Impairment Charge on Investments
ividend Income
= Administrative/General Expenses

= Other Income and Financial Charges

A more detailed analysis of the performance of the Fund is discussed in the ManagementOs Report on Fund Performance.
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Safeway Mutual Fund Limited

Earnings per Share
Earnings per share of the Fund have risen from a negative of Rs. 0.03 in the prior year to Rs. 4.02 in the current year.

Dividend
In view of the significantly improved performance of the Company during the year, the Directors recommend a final
cash distribution of 20%.

Economic Performance

Alhumdulillah 2007 was a good year for Pakistan in terms of economic performance as most macro-economic
indicators registered continued improvement. Real GDP grew by 7% during the year supported by a services sector
growth rate of 8%. The agricultural sector performance was in line with governmentOs expectations; however, the
manufacturing sector fell short of its ambitious growth rate target of 11%. During the year, foreign exchange inflows
grew exponentially reflecting investorsO interest in the economyOs potential, a point further underlined by the favorable
reception of GDR issues of various listed companies in the international markets.

There still remains some areas of concern notably the Trade Deficit and Inflation of almost 8%. Import growth reduced
during the year to more sustainable levels however, a below par export performance resulted in an increased
trade deficit in excess of USD 13 billion. SBP has maintained its tight monetary policy to counter inflationary pressures
and the effect of lower monetary growth compared to nominal GDP will hopefully rein in inflation in the ensuing
period.

Market Performance

The Karachi Stock Exchange (KSE) performed in its traditionally volatile manner during the year, and it was only
during the second half of the year that momentum for a sustained bull run was created. The benchmark KSE 100
Index therefore closed at 13,772.46 on June 30, 2007, 38% higher than the Index at June 30, 2006. In line with
this increase, Market Capitalization surged by 43.4% to Rs. 4,019.418 billion as on June 30, 2007.

Once again, the financial services sector remained an attractive sector for investors. Banking stocks continued to
perform well on the back of higher interest rate spreads and Merger & Acquisitions activity. Cement stocks rallied
on the back of higher cement prices, greater export receipts and expected demand in view of the increased budget
allocation to the Public Sector Development Programme for infrastructure development. Both automobile and
fertilizer sectors performed well due to higher demand and, in the case of the latter, improved prices. Oil & Gas
Exploration stocks which have a substantial weight in the market remained subdued throughout the period highlighting
the strength of the broader market.

Monthly Performance of the KSE Indexes

15,000.00
10,000.00
5,000.00

0.00

Jun06 Jyl06 Aug06 Sep06 Oct06 Nov06 Dec06 Jan07 Feb07 Mar07 Apr07 May07 Jun07

Performance of the KSE 30 Index Performance of the KSE 100 Index
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Sector Performance

We are pleased to report that investments through mutual funds continue to increase. The sector has increased from
23 funds with a market capitalization of USD 1.3 billion in December 2003 to 50 funds with a market capitalization

of USD 2.9 billion in December 2006. Despite this rapid growth, the sector still does not have its fair share of the
GDP and still has significant room for further growth and diversification into more specific type of funds which
address the needs of specific categories of investors.

Increased activities by the mutual funds serves to facilitate a self-sustaining and revolving risk management system
for investors because through their significant holdings and size, these funds are able to control, and where necessary,
stabilize market fluctuations thus reducing the risk of investing in stocks. This further attracts more investors to invest
in the Stock Exchange through mutual funds, creating more liquidity for investment, more trading activity and a
wider range of investors to facilitate stability in the market.

We believe that mutual funds create a channel to allow more and more individuals to participate in and benefit from
the economic development in Pakistan and the growth and increased participation of the mutual fund industry is
fundamental to the growth and stability of PakistanOs investment market and ultimately economy.

Future Outlook

Economic Performance

Pakistan has emerged as a lucrative destination for foreign investors due to its attractive returns in the region and
higher GDP growth resulting in demand and expansion in various sectors of the economy supported by the
governmentOs liberal economic policies which among others allows full repatriation of investment and profits.
Banking, Telecom, Real Estate and Oil & Gas sectors have been the recipients of significant foreign investments in
the last few years and the trend is expected to continue in the future. The energy sector is also likely to attract
substantial investor interest as the government initiates various measures including incentives to set up power plants
to allow the country to deal with a shortfall of electricity attributable to an increased consumer and industrial demand.
Arab investors continue to take a keen interest in the country as Pakistan is not only close by, but is providing good
rates of return on their investments.



Investment to GDP ratio raised to 22% in 2007 and it is expected that this will be sustained if not surpassed in the
2008. Consequently the GDP growth is likely to once again exceed 6.5% backed by higher services and manufacturing
sector growth rates.

In view of its proximity to major oil suppliers and consumers, Pakistan is positioned to become a key transit hub
and Gwadar port has been developed as a focal point for oil supplies to western China. In addition, India also seeks
to import gas from Iran through Pakistan. The successful realization of the above arrangements would not only allow
significant infrastructural development for the country but would also generate transit fees which would contribute
to the continued development of the economy.

The largest concern in the short term is political uncertainty. We are optimistic that with the wisdom and support
of all political players, the countryOs leaders can cooperate to ensure that the political struggle be alienated from
the mainstream to allow the Pakistani people, the stock market and the economy continue to perform well. The
market will however require the support of large local investors to ensure that it can sustain the impact of the
continual changes on the political front especially as foreign investors participation is expected to be erratic during
this period. As such we expect that during the first half of the year, growth may be cautious as investors adopt a
Owait and seeO approach.

Market Performance

Stock markets act as a barometer of the economyOs performance and the KSEQs remarkable performance in recent
years is attributable to the robust growth of the country®s economy. Corporate profitability has also been on an
upswing and KSE scripts currently offer some of the lowest P/E multiples in the region. This has attracted foreign
investors in large numbers further fuelling the Bull Run. The local investor base has also broadened largely due to
offloading of government controlled stocks to the public through the governmentOs privatization program but also
due to increasing investment awareness amongst individuals who now have excess cash, increased access to credit
and more diversified investment opportunities.

We are optimistic about Karachi Stock ExchangeOs prospects in 2008 due to expectations of strong economic growth,
attractive P/E multiples in the context of the region and continued foreign investor interest. Government initiatives
including the privatization program, exemption from capital gains tax, stock exchange reforms, and increased
institutional activity is expected to add more depth and potential to the market.

Market fundamentals warrant a bullish stance, however, despite all the positive trends, risk elements still exist which
can result in an unexpectedly poor market performance including political uncertainty, law and order situation,
continued increase in energy prices and uncontrolled increase in interest rate. These risks and the mitigants taken
by management to protect its stakeholders from the impacts of these risks have been more fully discussed in the
Management Report on Fund Performance.

Sector Performance

Local and foreign investors have clearly identified the potential in the mutual fund industry and we expect more
funds to be launched in the next year. The increased activities in this sector have brought in competition and we
believe that this will further fuel the growth of the sector.

Funds are now using state-of-the-art systems, systemized procedures, new marketing initiatives and hiring qualified
staff to increase awareness amongst individuals of this investment avenue, building confidence amongst the investment
base and creating more specific type of funds to address the needs of their investment base. The growth is
clearly beneficial for all stakeholders and we expect the standards, profile and image of the sector to move
up several notches.

Role of the Investment Advisor

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



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 Asian Stocks Fund Limited and for
its Investment Advisor, Asian Capital Management Limited.

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. To date, significant progress has taken place and
includes:-

¥ Appointment of Board of Directors approved by the Securities and Exchange Commission of Pakistan (SECP)
on the Fund and the Investment Advisor.

Reprofiling of portfolio to reduce exposure in any one group of companies.

Diversification into allowable non-equity investments.

Acquisition of an integrated software package.

Improved coordination and communication between the Fund and its Investment Advisor.
Review, identification and resolution of any non-compliance and control weaknesses through the support of the
newly reconstituted Board of Directors, a new management team, a more diversified panel of brokers and the
appointment of internal auditors.
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Various other steps are still in process to further strengthen the CompanyOs portfolio, risk management policies and
control environment. These have been more fully described in the Management Report on Fund Performance.

Management Report on Fund Performance

The Investment Advisor has prepared a detailed Management Report on Fund Performance 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 DirectorsO Report.

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, distribution statement and statement of movement in equity.

¥ The financial statements have been duly audited and approved without qualification by the auditors of the
Company, Messers 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.

There are no doubts upon the CompanyOs 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.

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

w
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Key Operating and Financial Data
Key operating and financial data (Financial Highlights) for the last six years in summarized form is disclosed in the
Reports and Statistics section of this annual report.

Information about taxes and levies paid has been disclosed in the notes to the financial statements.
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Trading in Shares by Directors
No trade in the shares of the Company were carried out by the CEO, CFO, Company Secretary and / or their spouses
and minor children except those that have been duly reported as per the law.

Attendance at Board Meetings
During the year under review, 5 Board meetings were held. The attendance of each director at the meetings of the
Board of Directors is as follows:-

Not %
Board of Directors Status Meetings* | Attended Attended | Attended
Mr. Anjum M. SaleemEEEEEE | Chairman 5 4 1 80.00%
Mr. Muhammad Naeem Baig CEO 2 2 0 100.00%
Mr. Asif Haider Mirza Director 2 1 1 50.00%
Mr. Latif Khawar Director 2 1 1 50.00%
Mr. Younus Choudhary Director 2 1 1 50.00%
Ms. Tehmeena Khan Director 2 2 0 100.00%
Mr. Muhammad Moinnuddin Resigned 5 2 3 40.00%
Mr. Atig ur Rehman Resigned 3 3 0 100.00%
Mr. Omer Ashraf Resigned 3 1 2 33.33%
Mr. Tariq Aleem Resigned 3 3 0 | 100.00%
Mr. Salman Haider Resigned 3 3 0 100.00%

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

Leave of absence was granted by the Board to the Directors to those Directors who could not attend the Board
meetings.

Attendance at Audit Committee Meetings
During the year under review, 4 Audit Committee meetings were held. The attendance of each member at the
meetings of the Audit Committee is as follows:-

Not %

Audit Committee Status Meetings* | Attended Attended | Attended
Mr. Latif Khawar Chairman 2 1 1 50%
Mr. Muhammad Naeem Baig Member 2 2 0 100%
Ms. Tehmeena Khan Member 2 2 0 100%
Mr. Muhammad Salman Haider | Former

Chairman 2 2 0 100%
Mr. Atig-ur-Rehman Kiyani Former

Member 2 2 0 100%

* Being the Number of Meetings the Member was eligible to attend

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

Auditors

The CompanyOs retiring auditors, Messers 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 their
appointment as Auditors of the Company for the year ending June 30, 2008 to the shareholders.
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Pattern of Shareholding
The pattern of shareholding and additional information regarding pattern of shareholding is shown in
the ShareholdersO Information section.

Events after Balance Sheet Date and Other Recent Developments

Change in Shareholding Pattern
Subsequent to balance sheet date, one of the CompanyOs shareholders, Crescent Standard Investment Bank Limited
(now Innovative Housing Finance Limited) disposed of its approximately 32% holding in the Fund.

Investment Advisor

The FundOs Investment Advisor - Safeway Fund Limited and Asian Capital Management Limited (Investment Advisor
b Asian Stocks Fund Limited) have both lodged an application to the SECP for the change in their shareholders from
Crescent Standard Business Management (Private) Limited to a consortium comprising of Crescent Steel and Allied
Products Limited and Shakarganj Mills Limited. Thereafter these companies plan to lodge a petition for their merger.
The proposed surviving Investment Advisory Company B 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 therefore be of benefit to the investors of both Funds. In the meanwhile, the same
management team is managing the operations of both Investment Advisory Companies.

Change in Location of Operations

Plans are underway to transfer all operations of the Fund and its Investment Advisor to Karachi. A suitable office
location has been identified and is in the process of being designed and furnished. Operations are expected to be
completely transferred towards the end of the first quarter of the next financial year.

Change in Settlement Convention from OT+30 to OT+20 -
Subsequent to year end the KSE has changed the settlement convention for stock market transactions from OT+30 to
OT+20.
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Chief Executive Officer
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Investment Philosophy & Strategy

The investment objective of the Fund is to provide its shareholders a vehicle for long-term capital appreciation. The
Funds 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 B 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.

Portfolio Statistics .
The re profiling exercise initiated by the Investment Advisor has resulted in a significant change in FundOs asset
allocation. The CompanyOs portfolio and asset mix as of June 30, 2007 was as follows:-

Portfolio Composition - June 30, 2007
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Results of Operations

During the year the FundOs NAV registered an increase of 71% rising to Rs 20.61 per share as of June 30, 2007. We
are glad to report that the Fund outperformed the benchmark KSE 100 index, which improved by 38% during the
year. The performance reflects the success of the re-profiling exercise initiated by management to improve the quality
and risk of the FundOs portfolio through diversification and the adoption of prudent investment management policies.

Operating expenses increased by 22% rising to Rs. 34.7 million mainly attributable to an impairment charge of PKR
15.3 million. 48% of the FundOs total expenditure represents remuneration to the Investment Advisor. Safeway Fund
Limited as the Investment Advisor has been remunerated by the Fund for its services in accordance with the guidelines
issued in the NBFC Rules, 2003 in terms of which 2% of the FundOs average NAV is paid as remuneration.

.
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Profit after tax for the year increased to Rs. 219 million which translates into an EPS of Rs 4.02 as opposed to losses
of Rs 1.4 million in the previous year. Realized capital gains during the year amounted to Rs. 224 million whereas
dividend income was Rs.18 million.

The Board of Directors have proposed a cash distribution of 20% to the shareholders which is approximately equal
to 50% of the earnings for the year.

An analysis of the increase in the FundOs NAV compared to the increase in 6 Month Kibor and the KSE Index is
shown below:

Comparative Percentage Increase in Indexes, Kibor and Fund Performance
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Sustainability of Performance

The performance of a mutual fund is dependent on various factors including the overall performance of the economy;,
the performance of the stock market, foreign investments, the performance of the fundQs portfolio, realization of dark
horse investments during the period, execution of any strategic sales as well as the day to day trading performance
of the Fund.

Whereas policies and procedures have been put in place to ensure that the interest of the shareholders is continually
safeguarded, the performance of the Fund in any one year is not a clear indicator of the projected performance of

the Fund. This year, the FundOs performance was extraordinary in view of the good performance of the Karachi
Stock Exchange, the recoupment of share prices of strategic stocks which had significantly declined in 2006 as well

as active trading and realization of profits in PICIC.

Although future earnings cannot be predicted, the Investment Advisor is taking the necessary steps to adhere to its
commitment to capitalize on all available opportunities to ensure that the CompanyOs shareholders are well remunerated
on their investment in future years.

Recent Developments

Safeway Fund Limited and Asian Capital Management Limited have both lodged an application to the SECP for the
change in their shareholders from Crescent Standard Business Management (Private) Limited to Crescent Steel and
Allied Products Limited and Shakarganj Mills Limited. Thereafter these Investment Advisory Companies plan to lodge

a petition for their merger. The proposed surviving Investment Advisory Company B 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 therefore be of benefit to the investors of both Funds.

In the meanwhile, the same management team is managing the operations of both Investment Advisory Companies.
Pending merger of the companies, a provisional income and expenditure statement has been attached with this
Annual Report.
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