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Notice of 5th Annual General Meeting 

Notice is hereby given that the fifth Annual General Meeting of the Security Stock fund Limited will
be held on Thursday, the 30th December, 1999, at 10:30 A.M. at the Best Western Plaza Hotel,
Karachi, to conduct following business.

I. To confirm the minutes of the fourth annual General meeting held on 24th December 1998

2. To receive, consider and adopt Audited Accounts of the Company for the year ended 30th June, 1999.

3. To appoint Auditors of the Company for the year ending 30th June, 2000.

4. To transact any other business that may be placed before the meeting.

By order of the Board

ANWAR ZARAR Karachi;
Company Secretary November 30, 1999

Notes:

The share transfer books of the Company will remain closed from December 22, 1999 to
December 30, 1999 (both days inclusive).

2. A member entitled to attend and vote at the meeting is entitled to appoint another member of the
Company as a Proxy to attend and vote on his/her behalf. Proxies in order to be effective must
reach the. registered office of the Company duly stamped not later than 48 hours before the
meeting.

Directors' Report

We are pleased to present the results of your Fund's operations for the year ended 30th June 1999.

The Net Asset Value (NAV) of your fund increased from Rs. 8.06 to Rs. 10.06. The fund
registered increase in receipts on account of dividend by 18.8% and on return on TFC /
deposits by 66.5%. Value of marketable securities also increased due to slightly better
market conditions and a reversal was made in the provision of diminution in market value of
securities by an amount of Rs. 13.6 million,

The market closed at comparatively higher level than last year and has subsequently risen even
more. The KSE 100 index which was 879 at opening of current year was at 1054 on 30th June
1999. The further rise of 193 points at the time of this report shows the strength of the market
after facing a crisis like situation owing to external factors. But main issues keeping the
investors at bay are still present. This is however not an overriding concern anymore since the
market has tested the bottom and further erosion in equity values is not feared. We are aiming at a
consistent rate of return and hope to have a solid base from this year onward after recouping
losses incurred in the worst years for the market. The initial fall in the value of the fund
subsequent to the dismal market conditions since 1994 had been dramatic, affecting the
profitability for past years. We believe that their is now hope that considering the present level of
the market a consistent performance may be shown in future.

Several issues facing the mutual fund industry have been resolved. In the last Finance Act
another longstanding demand of exemption from withholding tax has also been granted. It is
appreciable that the strength and vitality of mutual fund sector is considered important for
the general health of the market. Certain issues facing the mutual fund industry however still
linger, even in case of taxation. The current exemption criteria of exempting income if
ninety percent is paid as dividend does not take into account carried forward losses. This
produces an absurd situation where in order to be eligible for exemption, unrealized capital gain
also needs to be distributed resulting in dividend payment out of the capital.

That is the primary reason that the Board has decided, with reluctance, to pass the dividend for
the year. We considered it prudent that the carried forward losses be set off against the
current income for the strength of the balance sheet. We are however confident that based on
this healthy balance sheet we will be able to show consistent returns for our investors from
next year onward. As of writing of this report the fund has increased substantially and has an NAV
of Rs. 11.70 compared to Rs. 10.06 as shown in the accompanying balance sheet.

Board of Directors
Election of directors was held on 24th December
1998, and following directors were elected to the
Board;

1. Mr. Asim Iftikhar
2. Mr. Farrukh H. Khan
3. Mr. Iqbal Usman
4. Mr. Imran Iqbal
5. Mr. Muhammad Rashid Zahir
6. Mr. Razi-ur-Rehman (Nominee NIT)
7. Mr. Salim Rathod
8. Mr. Shahid Ahmed Khan
9. Mr. Sikander Gulzar
10. Mr. Zulfiqar Hussain

Subsequently Mr. Razi-ur-Rehman Khan, nominee of NIT has resigned from the Board and
Mr. Anis Wahab Zuberi has been nominated by the National Investment Trust in his place. The
Board has confirmed the appointment of Mr. Anis Wahab Zuberi and welcomes him on board.

Earning Per Share

The earning per share (EPS) of your fund was Rs. 2.01 as of 30th June 1999 compared to Rs.  (2o 15) as on 30th June 1998.

Financial Results

Amount (Rs.)
1999

Profit for the year 8,005,444
Provision for reversal in diminution

in market value of securities 13,610,855
Profit before taxation 21,616,299
Taxation (1,562,352)
Profit after taxation 20,053,947
Loss brought forward (19,392,919)
Profit carried forward 661,028

Year 2000 Compliance

As reported in last annual report to the members our computer systems are fully Y2K compliant
after having acquired all the necessary upgrades.

Auditors

M/s. M. Yousuf Adil Saleem & Co., Chartered Accountants retire and being eligible offer
themselves for reappointment.

Pattern of Shareholding

The pattern of Shareholding of the company is attached.

For and on behalf of the Board.

Karachi IQBAL USMAN
30th November 99 Chief Executive

Pattern of Holding of the Shares held by the Shareholders

As at June 30, 1999
No. of Shares Share Holding Total Shares
Holders Held

355 From 1 to 100 Shares 35,500
14,323 From 101 to 500 Shares 7,117,300

25 From 501 to 1,000 Shares 24,600
29 From 1,001 to 5,000 Shares 79,200
9 From 5,001 to 10,000 S hares 81,200
1 From 10,001 to 15,000 Shares 11,300
2 From 40,001 to 45,000 Shares 84,000
1 From 995,001 to 1,000,000 Shares 1,000,000
1 From 1,565,001 to 1,570,000 Shares 1,566,900

---------- ---------- ---------- ---------- ---------- ---------- ----------
14,746 10,000,000

========== ========== ========== ========== ========== ========== ==========

Categories of Shares
Shareholders Number Held Percentage

INDIVIDUALS 14,742 7,391,600 73.92%
INVESTMENT COMPANIES 2 41,500 0.42%
JOINT STOCK COMPANIES 1 1,000,000 10.00%
FINANCIAL INSTITUTIONS 1 1,566,900 15.67%

---------- ---------- ----------
14,746 10,000,000 100.00 %

========== ========== ==========

Auditors' Report to the Members

We have audited the annexed balance sheet of SECURITY STOCK FUND LIMITED as at June 30,
1999 and the related profit and loss account and statement of changes in financial position (cash flow
statement) together with the notes to the accounts for the year then ended and we state that we have
obtained all the information and explanations which to the best of our knowledge and belief were
necessary for the purposes of our audit and, after due verification thereof, we report that:

(a) in our opinion, proper books of account have been kept by the Company as required by the
Companies Ordinance, 1984, and Rule 16 of the Investment Companies and Investment
Advisers Rules, 1971.

(b) In our opinion:

i.  the balance sheet and profit and loss account together with the notes thereon have been
drawn up in conformity with the Companies Ordinance, 1984, and Investment
Companies and Investment Advisers Rule, 1971 and are in agreement with the books of
account and are further in accordance with accounting policies consistently applied;

ii. the expenditure incurred during the year was for the purpose of the Company's
business; and

iii. the business conducted, investment made and the expenditure incurred during the year
were in accordance with the objects of the Company.

© in our opinion and to the best of our information and according to the explanations given to us,
the balance sheet, profit and loss account and the statement of changes in financial position
(cash flow statement) together with the notes forming part thereof, give the information required
by the Companies Ordinance, 1984 and Investment Companies and Investment Advisers Rule,
1971 in the manner so required and respectively give a true and fair view of the state of the
Company's affairs as at June 30, 1999 and of the profit and the changes in financial position for
the year then ended; and

(d) in our opinion, no zakat was deductible at source under the Zakat and Ushr Ordinance, 19800

M. Yousuf Adil Saleem & Co.
Karachi: 30th November 1999 Chartered Accountants

Balance Sheet 
As at June 30, 1999

1999 1998
Note Rupees Rupees

ASSETS
Deferred expenditure 3 66,852 1,052,540
Current Assets
Marketable Securities 4 101,647,066 78,761, ! 20
Certificate of Investments 5 -- 4,000,000
Advance income tax 804,914 650,578
Dividend receivable 400,000 1 ,028,250
Bank balances 6 9,219,466 4,353,703

--------- ---------
112,071,446 88,793,651

--------- ---------
TOTAL ASSETS 112,138,298 89,846,191

LIABILITIES
Current Liabilities
Current portion of deferred expenditure payable 441,515 985,688
Due to investment adviser 7 9,455,874 7,081,764
Creditor and accrued expenses 8 142,459 78,143
Provision for taxation 1,437,422 652,000

--------- ---------
11,477,270 8,797,595

Other Liabilities
Deferred Expenditure Payable 9 -- 441,515

--------- ---------
TOTAL LIABILITIES (11,477,270) (9,239,110)

--------- ---------
NET ASSETS 100,661,028 80,607,081

========== ==========
SHAREHOLDERS EQUITY 10 100,661,028 80,607,081

========== ==========
The annexed notes from I to 19 form an integral part of these accounts

IQBAL USMAN FARRUKH H. KHAN
Chief Executive Director

Profit and Loss Account 
For the Year Ended June 30 1999

1999 1998
Note Rupees Rupees

INCOME

Capital gain/(loss) on marketable securities 11 44,808 (3,098,171)
Dividend income - net of zakat 5,770,855 4,856,097
Return on investment and bank deposits 12 5,579,689 3,351,775

---------- ----------
11,395,352 5,109,701

OPERATING EXPENSES

Remuneration 'to investment adviser 7.1 2,013,221 1,612,142
Custodian charges 184,588 172,146
Amortization of deferred expenditure 985,688 985,688
Audit fee 30,000 30,000
Interest on deferred expenditure 175,201 203,822
Bank charges 1,210 3,712

---------- ----------
3,389,908 3,007,510

---------- ----------
Profit for the year 8,005,444 2,102,191

Reversal / (Provision) for diminution
In value of marketable securities 13,610,855 (23,061,458)

---------- ----------
Profit / (Loss) before taxation 21,616,299 (20,959,267)

Provision for taxation
Current year (1,340,000) (652,000)
Prior year's (222,352) 118,368

---------- ----------
(1,562,352) (533,632)

---------- ----------
Profit / (Loss) for the year after taxation 20,053,947 (21,492,899)

Accumulated (loss) / profit brought forward (19,392,919) 2,099,980
---------- ----------

Accumulated profit / (loss) carried forward 661,028 ( 19,392,919)
========== ==========

Earning per share 15 2.01 (2.15)

The annexed notes from I to 19 form an integral part of these accounts

IQBAL USMAN FARRUKH H. KHAN
Chief Executive Director

Statement of Changes in Financial Position 
(Cash Flow Statement)
For the year ended June 30, 1999

1999 1998
Rupees Rupees

A. CASH FLOW FROM OPERATING ACTIVITIES

Profit / (Loss) before taxation 21,616,299 (20,959,267)
Adjustment for items not involving movement of funds
Amortization of deferred expenditure 985,688 985,688
(Reversal) / provision for diminution
in value of marketable securities (13,610,855) 23,061,458
Interest on deferred expenditure 175,201 203,822

---------- ----------
(12,449,966) 24,250,968

---------- ----------
Operating profit before working capital changes 9,166,333 3,291,701

EFFECT ON CASH FLOW DUE TO WORKING
CAPITAL CHANGES

(Increase)/decrease in current assets
Marketable securities (9,275,091) ( 10,028,632
Certificates of investment 4,000,000 --
Dividend receivable 628,250 (340,750)

---------- ----------
(4,646,841) (10,369,382)

Increase in current liabilities
Due to Investment Adviser 2,013,221 1,612,142
Creditor and accrued expenses 64,316 36,924

---------- ----------
2,077,537 1,649,066

---------- ----------
Cash generated from/(used in) operations 6,597,029 (5,428,615)
Paid to investment advisor (800,000) (1,226,976)
Income tax paid (931,266) (2,357,037)

---------- ----------
Net cash from/(used in) operating activities 4,865,763 (9,012,628)

---------- ----------
Net increase/(decrease) in cash and cash equivalents 4,865,763 (9,012,628)
Bank balances at the beginning of the year 4,353,703 13,366,331

---------- ----------
Bank balances at the end of the year 9,219,466 4,353,703

========== ==========

IQBAL USMAN FARRUKH H. KHAN
Chief Executive Director

Notes to the Accounts 
For the Year Ended June 30, 1999

1. STATUS AND NATURE OF BUSINESS

1.1 The Company has been incorporated on January 29, 1994, as a public limited
company under the Companies Ordinance, 1984 and is registered as an Investment
Company under the Investment Companies and Investment Advisers Rules, 1971.
The Company is listed on the Karachi, Lahore and Islamabad stock exchanges. The
object of the company is to carry on the business of a dose-end mutual fund and to
invest its assets in securities.

1.2 The Company has an agreement with the Security Fund Management Limited (an
approved Investment Adviser) to provide Investment advisory services. Muslim
Commercial Bank Limited is the custodian of Fund's securities.

2. SIGNIFICANT ACCOUNTING POLICIES

2.1 Accounting Convention
These accounts have been prepared under the 'historical cost convention'.
2.2 Deferred expenditure
These are amortized over a period of five years from the year of deferment,
2.3 Taxation

The charge for current taxation is based on taxable income at the current tax rates
after taking into account tax credits and rebates available, if any.

2.4 Marketable securities
These are valued at lower of moving average cost and market value on an aggregate
portfolio basis.
In case of equity securities, market value is taken from Karachi Stock Exchange
quotations as on last working day of the income year and term finance certificate is
recorded at present value of future payments receivable.

2.5 Revenue recognition
Sale and purchase of securities are recorded on the date of execution of contract.
Capital gains and losses on the sale of securities are accounted for in the year in
which they arise. Dividend income is taken as net of zakat and is recognized at the
time of closure of share transfer books of the company declaring the dividend. Profit
on investment securities and bank deposits are recognized on receipt basis.

1999 1998
Rupees Rupees

3. DEFERRED EXPENDITURE
Incorporation and Floatation Expense
Opening balance 1,052,540 2,038,228
Amortized during the year (985,688) (985,688)

---------- ----------
66,852 1,052,540

========== ==========

4. MARKETABLE SECURITIES
All the holdings are in fully paid ordinary shares of Rs. l 0/- each except where stated otherwise.

No. Or Shares                       BALANCE AT JUNE 30. 1999                      % in Relation to
Opening No. Of At market Own Investee Companies Costs of
Balance Purchase Bonus Sales Shares/ At cost Value Net Paid up No. Of lnvestment

July 01, 98 Certificate Rupees Rupees Assets Capital Shares /
Certificates

EQUITY SECURITIES
MODARABAS
Equity International Modaraba 25,000 -- -- -- 25,000 214,250 76,250 0.21 0.08 0.09 0.18
First Habib Bank Modaraba 41,900 -- -- -- 41,900 283,697 261,875 0.28 0.07 0.1 0.24
First Ibrahim Modaraba 6,000 -- -- -- 6,000 51,180 24,900 0.05 0.04 0.05 0.04
Modaraba AI-Mali 25,000 -- -- -- 25,000 211,975 111,250 0.21 0.12 0.14 0.18
First Professional Modaraba 21,000 -- -- -- 21,000 171,480 23,100 0.17 0.22 0.27 0.14
Punjab Modaraba 75,000 -- -- -- 75,000 467,700 157,500 0.46 0.14 0.22 0.39
Trust Modaraba 344,500 -- -- -- 344,500 2,491,25 1,119.63 2.44 0.91 1.26 2.09

LEASING
Dawood Leasing Ltd. 20,000 -- -- -- 20,000 225,600 140,000 0.22 0.09 0.08 0.19
Pakistan Industrial and
Commercial Leasing Co. Ltd. 100,000 -- 20,000 -- 120,000 1,155,000 600,000 1.13 0.30 0.55 0.97

INVESTMENT COMPANIES / BANK
Askari Commercial Bank Ltd. 68,250 150,000 -- -- 218,250 3,393,496 2,629,913 3.33 0.34 0.22 284
Bank AI-Habib Ltd. 191,475 23,500 68,792 -- 283.77 5,698,125 5,107,8116 5.59 1.14 0.57 4.78
Bankers Equity Ltd. 3,175 -- -- 3,175 -- -- -- -- -- -- --
Bank of Punjab Ltd. 25,202 -- -- 25,202 -- -- -- -- -- -- --
Faysal Bank Ltd. 53,000 -- -- 53,000 -- -- -- -- -- -- --
First International Investment Bank Ltd. 19,100 -- -- -- 19,100 428,340 95,500 0.42 0.24 0. 11 0.36
Muslim Commercial Bank Ltd. 36,300 20,000 -- 56,300 -- -- -- -- -- -- --
Pakistan Industrial Credit & Inv. Corp. 94,800 -- -- -- 94,800 2,199,661 677,820 2.16 0.34 0.15 1.84
Prime Commercial Bank Ltd. 48,668 -- -- -- 48,668 1,240,673 267,674 1.22 0.18 0.07 1.04

INSURANCE
Askari General Insurance Co. Ltd. 37,000 23,000 9,000 -- 69,000 852,290 828,000 0.84 1.48 1.20 0.71
International General Insurance
Company of Pakistan Ltd. 82,750 1,400 18,618 -- 102,768 4,357,245 5,138,400 4.27 5.16 1.22 3.65

TEXTILE SPINNING
Ahmed Hasan Textile Mills Ltd. 25,000 -- -- -- 25,000 226,458 175,000 0.22 0.27 0.30 0.19
Idress Textiles Mills Ltd. 25,000 -- -- -- 25,000 140,750 35,000 0.14 0.09 0.17 0.12
Maqbool Textiles Mills Ltd. 21,000 -- -- -- 21,000 143,230 89,250 0.14 0.17 0.25 0.12
Taj Textiles Mills Ltd. 7,875 425 -- -- 8,300 42,605 16,600 0.04 0.01 0.02 0.04
Suraj Cotton Mills Ltd. 26,000 -- -- -- 26,000 211,255 169,000 0.21 0.23 0.29 0.18

TEXTILE WEAVING
Elahi Spinning & Weaving Mill Ltd. 1,000 -- -- 1,000 -- -- -- -- -- -- --
Kohinnor Raiwaind Mills Ltd. 100,000 -- -- 100,000 -- -- -- -- -- -- --
Mohib Export Ltd. 25,000 -- -- -- 25,000 178,250 12,500 0.17 0.12 0.16 0.15

TEXTILE COMPOSITE
Crescent Textile Mills Ltd. 60,575 -- 3,028 -- 63,603 1,160,950 512,004 1.14 0.28 0.16 0.97
Kohinoor Industries Ltd. 29,315 -- -- -- 29,315 381,628 35,178 0.37 0.13 0.10 0.32
Nishat Mills Ltd. 49,500 -- -- -- 49,500 1,425,425 470,250 1.40 0.13 0.04 1.19
Sapphire Fibres Ltd. 25,000 -- -- -- 25,000 521,333 937,500 0.51 0.37 0.18 0.44

SYNTHETIC & RAYON
Ibrahim Fibre Ltd. 525,000 281,000 -- 5,000 801,000 8,160,117 5,607,000 8.00 0.41 0.40 6.84
Pakistan Synthetic Ltd. 10,000 -- -- -- 10,00 80,900 60,000 0.08 0.01 0.02 0.07

JUTE
Thai Jute Mills Ltd. 66,500 -- -- -- 66,500 526,585 498,750 0.52 0.76 0.50 0.44
(Rs.5/- each)

SUGAR AND ALLIED
AI-Abbas Sugar Mills Ltd. 25,000 -- -- 10,000 15,000 121,425 168,750 0.12 0.07 0.09 0.10
Haseeb Waqas Sugar Mills Ltd. 325,000 -- -- -- 325,000 2,835,400 585,000 2.78 0.87 1.00 2.38

Maple Leaf Cement Ltd. 500,000 -- -- -- 500,000 5,000,000 1,425,000 4.90 0.38 0.38 4.19

TOBACCO
Pakistan Tobacco Ltd. 20,000 -- -- -- 20,000 831,000 255,000 0.81 0.26 0.06 0.70

FUEL AND ENERGY
Genertech Pak Ltd. 40,000 -- -- -- 40,000 900,598 340,000 0.88 0.50 0.22 0.75
lbrahim Energy Ltd. 56,250 -- -- -- 56,250 811,050 666,563 0.80 0.65 0.l45 0.68
Mart Gas Company Ltd. 42,000 -- -- -- 42,000 1,115,300 751,800 1.09 0.30 0.11 0.93
National Refinery Ltd. 153,000 -- -- -- 153,000 4,260,650 4,743,000 4.18 0.63 0.23 3.57
Pakistan State Oil Ltd. -- 20,000 -- 10,000 10,000 981,838 925,000 0.96 0.08 0.01 0.82
Shell Pakistan Ltd. 35,000 -- -- -- 35,000 6,405,027 5,810,000 6.28 1.83 0.10 5.37
Sitara Energy Ltd. 123,000 -- -- -- 123,000 3,149,400 2,890,500 3.09 1.65 0.64 2.64
Sui Northern gas Pipe Lines Ltd. 140,389 -- 21,058 -- 161,447 1,913,400 1,340,000 1.88 0.05 0.04 1.60
Hub Power Co. Ltd. -- 1,120,500 -- 1,020,500 100,000 1,566,116 1,410,000 1.54 0.01 0.01 1.31

ENGINEERING
Crescent Steel  Ltd. 39,675 -- -- -- 39,675 1,116,400 595,125 1.09 0.55 0.20 0.94

AUTO AND ALLIED
Indus Motors Ltd. 80,500 -- -- -- 80,500 1,128,616 1,006,250 1.11 0.14 0.10 0.95
Pak Suzuki Motors Ltd. 30,000 -- -- -- 30,000 1,627,125 750,000 1.60 0.33 0.06 1.36

TRANSPORT & COMMUNICATION
Pakistan International Airlines Corp. 63,000 -- -- 63,000 -- -- -- -- -- -- --
Pakistan Telecommunication Corp. Ltd. -- 425,000 -- -- 425,000 8,988,750 8,436,250 8.81 0.02 0.01 7.53

CHEMICAL AND PHARMACEUTICALS
Engro Chemical (Pakistan) Ltd. 101,568 -- 16,313 103,100 14,781 1,118,233 1,092,286 1.10 0.09 0.01 0.94
Fauji Fertilizers Company Ltd. 65,000 135,000 -- 100,000 100,000 4,969,817 4,110,000 4.87 0.19 0.04 4.17
Sitara Chemical Industries Ltd. 86,625 -- -- 13 86,612 2,954,257 2,035,382 2.90 1.78 0.52 2.48

PAPER AND BOARD
Packages Ltd. 63,000 -- 9,450 -- 72,450 2,362,500 2,970,450 2.32 0.67 0.20 1.98

GLASS & CERAMICS
Shabbir Tiles Ltd. 325,500 31,000 32,550 -- 389,050 4,843,875 3,851,595 4.75 6.46 2.59 4.06
(Rs./ 5/- each)

95,642,300 72,035,606 80.16

TERMS FINANCE CERTIFICATES
Sui Southern Gas Co. Ltd. 1,606 -- -- -- 1,606 3,336,544 6,279,460 3.27 -- -- 2.80
(Rs. 5,000 each)
I.C.I. Pakistan Ltd. 2,000 -- -- -- 2,000 5,329,967 8,332,000 5.23 -- -- 4.47
(Rs. 5,000 each)
Gatron Industries Ltd. 1,000 -- -- -- 1,000 4,998,000 5,000,000 4.90 -- -- 4.19
(Rs. 5,000 each)
Dewan Salman Fibre Ltd. 2,000 -- -- 2,000 10,000,000 10,000,000 9.81 -- -- 8.38
(Rs. 5,000 each) ---------- ----------

23,664,511 29,611,460
119,306,811 101,647,066

Less: Provision for diminution in
Value of marketable securities
Opening balance ( 13.610,8551
Reversal during the year 117.659,745)

1999 Rupees 101,647,066
1998 Rupees 110,031,720 787,611,211

1999 1998
Rupees Rupees

5. CERTIFICATES OF INVESTMENT

Security Investment Bank Limited -- 4,000,000
Certificates of Investment carried a return @ 17.50% per annum. ========== ==========

6. BANK BALANCES

In current account 2,907 5,376
In PLS account 224,940 348,327
In deposit accounts 8,991,619 4,000,000

---------- ----------
9,219,466 4,353,703

========== ==========
7. DUE TO INVESTMENT ADVISER
AN ASSOCIATED COMPANY

INVESTMENT ADVISER FEE

Opening balance 5,040,441 4,413,987
2 percent of net assets (note 7.1) 2,013,221 1,612,142

---------- ----------
7,053,662 6,026,129

Paid during the year (800,000) (985,688)
---------- ----------

Closing balance 6,253,662 5,040,441
---------- ----------

DEFERRED EXPENDITURE INSTALLMENT

Opening balance 1,971,376 985,688
Current portion of deferred expenditure payable 985,688 985,688

---------- ----------
Closing balance 2,957,064 1,971,376

---------- ----------
MARKUP ON DEFERRED EXPENDITURE PAYABLE

Opening balance 69,947 107,413
Markup payable for the year 175,201 203,822

---------- ----------
245,148 311,235

Paid during the year -- (241,288)
---------- ----------

Closing balance 245,148 69,947
---------- ----------

9,455,874 7,081,764
========== ==========

7.1 The Investment Adviser is entitled to a remuneration of 2 percent of the net assets of the
company for the first five years of Investment Company's existence and thereafter @ 1% of
net assets of the Company in terms of Rule 11 (a) of the Investment Companies and Investment
Advisers Rules, 1971 which is determined as under. While calculating net assets, income on
investment securities and deposits are taken on receipt basis.

1999 1998
Rupees Rupees

ASSETS
Deferred expenditure 66,852 1,052,540
Marketable securities 101,647,066 78,761,120
Certificates of investment -- 4,000,000
Advance income tax 804,914 650,578
Dividend receivable 400,000 1,028,250
Bank balances 9,219,466 4,353,703

---------- ----------
112,138,298 89,846,191

LIABILITIES
Current portion of deferred expenditure payable 441,515 985,688
Due to Investment Adviser 9,455,874 7,081,764
Creditor and accrued expenses 142,459 78,143
Provision for taxation 1,437,422 652,000
Deferred expenditure payable -- 441,515

---------- ----------
(11,477,270) (9,239,110)

---------- ----------
100,661,028 80,607,081

========== ==========
2 percent of net assets 2,013,221 1,612,142

========== ==========
8. CREDITOR AND ACCRUED EXPENSES
Creditor 36,040 --
Accrued expenses 106,419 78,143

---------- ----------
142,459 78,143

========== ==========
9. DEFERRED EXPENDITURE PAYABLE
Opening balance 1,427,203 2,412,891
Transferred to current account 985,688 985,688

---------- ----------
441,515 1,427,203

Shown under current liabilities
Installments due within one year 441,515 985,688

---------- ----------
-- 441,515

========== ==========
The expenditure incurred on the incorporation and floatation of Security Stock Fund Limited has
been paid by the Security Fund Management Limited.

As per Investment Companies and Investment Adviser Rules, 1971, these expenses are to be repaid
by Security Stock Limited over a period of five years in equal annual installments. Interest is being
charged at the rate of 10%.

1999 1998
Rupees Rupees

10. SHARE HOLDERS' EQUITY

Authorized Capital
10,000,000 Ordinary shares of Rs. 10/- each 100,000,000 100,000,000

========== ==========
Issued, subscribed and paid up capital
10,000,000 Ordinary shares of Rs. 10/-
each fully paid in cash 100,000,000 100,000,000
Accumulated profit / (loss) 661,028 ( 19,392,919)

---------- ----------
100,661,028 80,607,08l

========== ==========
11. CAPITAL GAIN/(LOSS) ON MARKETABLE
SECURITIES

Sale of securities 40,121,047 45,785,840
Less: Cost of sales
Opening Stock 110,031,720 100,003,089
Purchases 49,341,435 58,732,780
Stamp duties · 9,895 179,862
Closing stock (119,306,811) (110,031,720

---------- ----------
(40,076,239) (48,884,011)

---------- ----------
44,808 (3,098,171)

========== ==========
12. RETURN ON INVESTMENT
AND BANK DEPOSITS

Profit on term finance certificates 3,731,566 817,537
Profit on certificates of investment 1,020,274 675,067
Profit on deposit accounts with banks 728,700 1,814,863
Profit on PLS accounts 99,149 44,308

---------- ----------
5,579,689 3,351,775

========== ==========
13. TAXATION
The income tax assessment of the Company have been finalized upto and including assessment
year 1998-99 accounting year ended on June 30, 1998.

However, the Company has filed appeal against the order for the assessment years !997-98 and
1998-99 disputing the disallowances of certain expenses. However, the provision has been made
for the amount of tax claim in the relevant year.

14. TRANSACTIONS WITH ASSOCIATED
UNDERTAKINGS

Remuneration to Investment Adviser 2,013,221 1,612,142
Interest on deferred expenditure 175,201 203,822
Certificates of Investment obtained 8,000,000 8,000,000
Certificates of Investment encashed 12,000,000 4,000,000
Interest received on Certificate of Investment 1,020,274 675,067

15. EARNING PER SHARE

There is no dilutive effect on the basic earnings per share of the Company which is based on :-

Profit / (loss) after taxation Rs. 20,053,947 (21,492,899)
Weighted average number of Ordinary shares 10,000,000 10,000,000
Earning per share Rs. 2.01 (2.15)

16. FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES

16.1 Markup/interest rate risk exposure

The Company's exposure to interest rate risk and the effective rates on its financial assets
and liabilities are summarized as follows:-

Markup / interest bearing Non
Less than One month to Three Months More than Markup/interest Total

One month Three  months to one year one year bearing Rupees

Financial Assets
Deferred expenditure -- -- -- -- 66,852 66,852
Marketable securities -- 2,220,468 6,498,760 20,892,232 72,035,606 101,647,066
Advance income tax -- -- -- -- 804,914 804,914
Dividend receivable -- -- -- -- 400,000 400,000
Bank balances 9.216,559 -- -- -- 2,907 9,219,466

---------- ---------- ---------- ---------- ---------- ----------
Rupees 9,216,559 2,220,468 6,498,760 20,892,232 73,310,279 112,138,298

========== ========== ========== ========== ========== ==========
Average markup rate of
Financial assets 8% to 11% 17.5 to 18.7% 17.5 to 18.7%  17.5 to 18.7% -- --

Financial Liabilities
Current ,portion of deferred
Expenditure payable -- -- 441,515 -- -- 441,515
Due to investment adviser -- -- -- -- 9,455,874 9,455,874
Creditor and accrued exp. -- -- -- -- 142,459 142,459
Provision for taxation .... -- -- -- -- 1,437,422 1,437,422

---------- ---------- ---------- ---------- ---------- ----------
Rupees -- -- 441,515 -- 11,035,755 11,477,270

========== ========== ========== ========== ========== ==========
Average markup rates of
Financial liabilities 10%

16.2 Fair value of the financial instruments

The carrying value of all the financial instruments reflected in the financial statements
approximates their fair values.

1999 1998
Rupees Rupees

17. STATEMENT OF MOVEMENT IN
EQUITY AND RESERVES

Net asset at July 01, 1998 (1997)
Share capital 100,000,000 100,000,000
Accumulated (loss) / profit (19,392,919) 2,099,980

---------- ----------
80,607,081 102,099,980

Undistributed profit / (loss) for the year 20,053,947 (21,492,899)
---------- ----------

100,661,028 80,607,081
Net assets at June 30, 1999 (1998) ========== ==========
Share capital 100,000,000 100,000,000
Accumulated profit / (loss) 661,028 ( 19,392,919)

---------- ----------
100,661,028 80,607,081

18. PERFORMANCE TABLE ========== ==========

1999 1998 1997 1996 1995
Rupees Rupees Rupees Rupees Rupees

Net asset based on market
value of investments 100,661,028 80,607,081 102,099,980 87,395,207 *87,992,409
Net assets value per share 10.07 8.06 10.21 8.74 8.80
Earning per share 2.01 (2.15) 1.47 (0.06) (1.20)
Dividend Distribution NIL NIL NIL NIL NIL

First year of operation was from January 29, 1994 to June 30, 1995.

19. GENERAL

Figures have been rounded off to the nearest Rupee.
Corresponding figures have been re-arranged wherever necessary for the purpose of comparison.
There is no one in the employment of the company.

IQBAL USMAN FARRUKH H. KHAN
Chief Executive Director

Statement of Income and Expenditure of Investment
Advisor in Relation to the Investment Company
for the Year Ended June 30th 1999

1999 1998
Rupees Rupees

INCOME

Fee Income - investment Advisor 800,000 985,688
Mark-up income -- 241,289

OPERATING EXPENSES

Salary Wages 574,003 561,227
Office rent 92,400 90,300
Conveyance & Travelling 2,520 16,794
Printing & Stationery 30,565 25,220
Computer Supplies 3,340 13,500
Listing fee Islamabad & Karachi Stock Exchange 50,000 57,500
Membership fee Islamabad Stock Exchange 10,000 10,000
Membership fee Mutual Fund Association -- 12,500
Postage 3,873 5,607
Newspaper subscription 5,163 10,250
Entertainment 15,540 7,500
Advertisement Expenses 22,610 8,640
Telephone & Electricity 54,718 40,579
Auditor' s Remuneration - Audit fee 5,000 5,000
Legal & Professional fee 18,100 20,000
Insurance 31,000 28,168
Staff Welfare 7,900 8,500
Miscellaneous 18,527 7,509
Repair & maintenance 8,995 --
Depreciation 66,990 68,456

---------- ----------
1,021,244 977,250

Financial Charges 200 200
---------- ----------

1,021,444 997,450
---------- ----------

Profit (Loss) for the Year (221,444) 229,527
========== ==========
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