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4/ DIRECTORS' REPORT

The Board of Directors of SME Leasing Limited is pleased to present its report for the quarter and
nine months ended September 30, 2008.

During the period under review the financial sector remained under immense pressure caused
by the uncertain political and economic conditions of the country. The rise in interest rates and
flooring decline of stock market index have slowed down the business activities and growth,
which have resulted in reduced and selective business for the NBFC sector. The situation is being
watched very closely and a more cautious and prudent investment policy has been pursued by
the Company to avoid any losses while maintaining a reasonable growth level.

The total assets have shown growth over corresponding period figure of last year and stood at
Rs. 2.0 billion. The gross revenue for the period amounted to Rs. 124.80 million as compared
to Rs. 129.36 million of the previous corresponding period. Profit after tax for the period amounted
to Rs. 16.65 million as compared to Rs. 24.07 million for the corresponding period. Operating
expenses remained approximately the same as the corresponding period and well below from
budgeted limit. Whereas, financial charges despite being well below the respective budgeted
limits have shown increase over the corresponding figure which is attributable to the abrupt rise
in the KIBOR. Keeping in view the management's ongoing review of the existing exposure to
maintain a quality portfolio and to provide necessary reserves for absorbing any adverse effects
and the present unstable economic and business conditions the decline in net profit is fairly
reasonable. The core focus is on quality investment with adequate security deposit margins and
additional collateral to ensure reasonable return.

Under the current economic scenario the Company will continue with its strategy to build and
maintain a quality portfolio with reasonable and secure returns, wherever required a more
conservative approach will also be applied to meet the changing market challenges and to
safeguard the Company's investments.

The Board recognizes and appreciates the support and role of the lending institutions, regulatory
authorities, management team and all the staff members in the steady growth of the Company.

For and on behalf of Board of Directors

S.M. Naseem
Karachi: October 28, 2008 Chairman



”// Balance Sheet

as at September 30, 2008

ASSETS

Current assets

Cash and bank balances

Placements with financial institutions
Mark-up accrued

Loans and advances

Deposits, prepayments and other receivables
Investments - available-for-sale

Current maturity of loans and receivables
Current maturity of net investment in leases
Total current assets

Non-current assets

Loans and receivables

Net investment in leases

Long-term loans

Long-term deposits and prepayments
Intangibles

Property and equipment

Total assets

LIABILITIES

Current liabilities

Trade and others payable

Mark-up accrued

Short-term borrowings

Current maturity of long-term finances

Note

~N oo

10

Current maturity of liabilities against assets subject to finance lease

Current maturity of term finance certificate
Current maturity of long-term deposits
Provision for compensated absences
Taxation payable

Total current liabilities

Long-term finance

Liabilities against assets subject to finance lease
Term finance certificate

Long-term deposits

Deferred liabilities

Total liabilities
NET ASSETS

FINANCED BY
Authorised share capital

50,000,000 (2007: 50,000,000) ordinary shares of Rs. 10 each

Issued, subscribed and paid-up capital
Reserves

Total shareholders’ equity

Contingencies and commitments

11

10

11

12

(Unaudited) (Audited)
September 30, December 31,
2008 2007
Rupees Rupees
17,656,640 23,704,847
100,000,000 -
2,278,832 2,248,669
1,680,605 1,930,106
4,117,966 5,030,721
27,145,831 2,087,500
72,848,688 51,085,311
584,847,890 569,842,136
810,576,452 655,929,290
55,214,247 33,510,480
1,122,287,368 1,206,948,281
3,541,972 8,390,719
650,361 851,675
352,999 43,542
10,424,156 11,195,967

1,192,471,103

1,260,940,664

2,003,047,555

1,916,869,954

11,386,616 20,987,695
15,858,279 11,875,596
25,137,403 8,556,259
240,664,174 300,588,787
1,173,113 1,495,552
116,666,667 -
325,579,410 207,124,430
100,000 474,985
8,694,378 8,769,151
745,260,040 559,872,455
167,440,800 423,592,687
1,751,703 1,437,186
233,333,333 -
419,871,353 485,454,207
11,937,242 11,273,363
834,334,431 921,757,443
1,579,594,471 1,481,629,898
423,453,084 435,240,056
500,000,000 500,000,000
320,000,000 320,000,000
103,453,084 115,240,056
423,453,084 435,240,056

The annexed notes 1 to 17 form an integral part of these condensed interim financial information.

Chief Executive Officer

Director



”// Profit and Loss Account (Unaudited)

for the Nine months ended September 30, 2008

Quarter Ended

Nine Months Ended

Sept. 30, Sept. 30, Sept. 30, Sept. 30,
2008 2007 2008 2007
Rupees Rupees Rupees Rupees

REVENUE
Income from operations 38,131,338 45,443,815 121,059,914 128,618,559
Income from investments 3,076,371 225,000 3,076,371 225,000
Other operating income 416,477 159,672 660,991 511,988
Total revenue 41,624,186 45,828,487 124,797,276 129,355,547
EXPENSES
Administrative 11,264,287 11,683,210 33,522,623 33,325,939
Finance Cost 27,869,325 24,468,944 69,971,759 63,533,337
Total expenses 39,133,612 36,152,154 103,494,382 96,859,276
Operating profit before provisions 2,490,574 9,676,333 21,302,894 32,496,271
PROVISIONS
Provision for potential lease losses | 863,539| | 523,268 | | 3,863,539 | | 1,920,806
Provision/(Reversal) for loans and receivables 104,119 48,549 (15,342) 50,994
Total provisions 967,658 571,817 3,848,197 1,971,800
Profit before taxation 1,522,916 9,104,516 17,454,697 30,524,471
Income tax expense

Current - 663,627 - 2,044,891

Deferred 300,000 694,944 800,000 4,431,913

300,000 1,358,571 800,000 6,476,805

Profit for the Period 1,222,916 7,745,945 16,654,697 24,047,666
Earnings per share - basic and diluted 0.04 0.24 0.52 0.75

The annexed notes 1 to 17 form an integral part of these condensed interim financial information.

Chief Executive Officer

Director



4/ cash Flow Statement (unaudited)

for the Nine months ended September 30, 2008

Note September 30, September 30,
2008 2007
Rupees Rupees
CASH FLOW FROM OPERATING ACTIVITIES
Cash generated from operations after working capital changes 13 82,172,944 88,525,181
(Increase)/Decrease in net investment in leases (65,791,620) (259,720,960)
(Increase) in loans and receivables (43,451,802) (7,240,085)
Mark-up paid (63,515,258) (63,752,098)
Mark-up received on loans to employees 263,870 460,484
Mark-up received 1,858,052 49,190
Financial charges paid (310,320) (336,699)
Gratuity paid (849,252) -
Taxes paid (74,773) 164,948
Long-term deposits received 52,872,126 133,129,008
12,584,263 (197,246,212)
Net cash from (used in) operating activities 94,757,207 (108,721,031)
CASH FLOW FROM INVESTING ACTIVITIES
(Increase) in short-term placements (100,000,000) -
Capital expenditure (1,881,521) (670,600)
(Increase)/Decrease in long-term loans and advances 4,848,747 (869,040)
(Increase)/Decrease in long-term deposits and prepayments 201,314 (68,717)
Investment made (29,500,000) -
Proceeds from redemption of units 823,561 -
Net cash (used-in) investing activities (125,507,899) (1,608,357)
CASH FLOW FROM FINANCING ACTIVITIES
Increase/(Decrease) in long-term finance (316,076,500) 188,947,368
Increase in term finance certificates 350,000,000 -
Dividend paid (23,411,176) -
Lease rentals paid (2,390,983) (1,443,482)
Net cash from/(used in) financing activities 8,121,341 187,503,886
(22,629,351) 77,174,498
Cash and cash equivalents at beginning of the period 15,148,588 (89,832,326)
Cash and cash equivalents at end of the period 14 (7,480,763) (12,657,828)

The annexed notes 1 to 17 form an integral part of these condensed interim financial information.

Chief Executive Officer Director



”// Statement of Changes in Equity (Unaudited)

for the Nine months ended September 30, 2008

Capital Reserves Revenue Reserves
Issued, Share Statutory Reserve | Un-appro- Deficit on Total
subscribed | premium | reserve against priated revaluation |shareholders’
and paid-up future profit of available- | equity
capital losses for-sale
investments
Rupees
Balance as at January 1, 2007 320,000,000 10,000,000 20,343,720 7,206,049 47,435,918 - 404,985,687
Profit for the nine months - - - - 24,047,666 - 24,047,666
Transferred to statutory reserve @ 20% - - 4,809,533 - (4,809,533) - -
Transferred to reserve against future losses - - - 1,066,277  (1,066,277) - -
Unrealised loss on re-measurement of
available-for-sale investment - - - - - (125,000) (125,000)

Balance as at Sep. 30, 2007-carried forward 320,000,000 10,000,000 25,153,253 8,272,326 65,607,774  (125,000) 428,908,353

Balance as at January 1, 2008 320,000,000 10,000,000 26,477,094 8,354,766 70,820,696  (412,500) 435,240,056
Unrealised gain/loss on re-measurement of

available-for-sale investment - - - - - (4,441,669)  (4,441,669)
Profit for the nine months - - - - 16,654,697 - 16,654,697
Transferred to statutory reserve @ 20% - - 3,330,939 - (3,330,939) - -

Final dividend for the year ended December 31,
2007 declared and issued subsequently to

year end - - - - (24,000,000) - (24,000,000)
Transferred to reserve against future losses - - - 100,000 (100,000) - -
Balance as at September 30, 2008 320,000,000 10,000,000 29,808,033 8,454,766 60,044,454 (4,854,169) 423,453,084

The annexed notes 1 to 17 form an integral part of these condensed interim financial information.

Chief Executive Officer Director



”/ Notes to the Interim Condensed Financial Statements

1.

for the Nine months ended September 30, 2008

THE COMPANY AND ITS OPERATIONS

SME Leasing Limited was incorporated in Pakistan on July 12, 2002 as an unlisted public company and
acquired the status of a listed company on December 13, 2006. The company is a subsidiary of SME Bank
Limited, which holds 73.14% (2006: 73.14%) of the shareholding of the company. The company is listed
on Lahore Stock Exchange and its registered office is situated at 40 Jang Building, A.K.Fazal-ul-Haqg Road,
Blue Area, Islamabad. The core objective of the company is to extend lease and working capital financing
facilities to small and medium enterprises of the country.

STATEMENT OF COMPLIANCE

These interim financial statements i.e "interim information’ have been prepared in accordance with approved
accounting standards as applicable in Pakistan, requirements of the Companies Ordinance, 1984 (Ordinance),
the Non-Banking Finance Companies (Establishment & Regulation) Rules 2003, (the Rules), and the Non-
Banking Finance Companies and Notified Entities Regulation 2007 (the Regulations). Approved accounting
standards comprise such International Financial Reporting Standards (IFRS) as are notified under the
Ordinance. In case requirements differ, the Ordinance, the Rules, or the Regulations shall prevail.

. ACCOUNTING POLICIES

The accounting policies and methods of computations followed for the preparation of this condensed
interim financial information is same as those applied in preparing the annual accounts for the year ended
December 31, 2007

(Unaudited) (Audited)
Sept. 30, 2008 Dec. 31, 2007
- . T Rupees Rupees
Placements with Financial Institutions
Un-Secured
With Investment Banks 4.1 50,000,000 -
With Leasing Companies 4.2 50,000,000 -
100,000,000 -

4.1 This represents short-term placement of Rs. 50 million with investment banks. The rate of return on these

facility ranges from 15% to 19% per annum. This finance is repayable between October 2008 to November
2008.

4.2 This represents short-term placement of Rs. 50 million with leasing companies at the mark-up rate of 20%

5.

per annum. This finance is repayable during October 2008.

(Unaudited) (Audited)
Sept. 30, 2008 Dec. 31, 2007
INVESTMENTS Rupees Rupées
Available-for-sale - Mutual Funds
- Open end 29,500,000 -
- Close end 2,500,000 2,500,000
32,000,000 2,500,000
Unrealised gain/loss (4,854,169) (412,500)
Fair value at the end of the period 27,145,831 2,087,500




”/ Notes to the Interim Condensed Financial Statements

for the Nine months ended September 30, 2008

(Unaudited) (Audited)
Sept. 30, 2008 Dec. 31, 2007

Rupees Rupees

6. LOANS AND RECEIVABLES - Secured
Loans to customers - considered good 108,919,482 76,001,227
Loans to customers - considered doubtful 19,395,454 8,861,907
Less: Provision for doubtful loans and receivables 252,001 267,343
19,143,453 8,594,564
128,062,935 84,595,791
Less: Current maturity of loans and receivables 72,848,688 51,085,311
55,214,247 33,510,480
7. NET INVESTMENT IN LEASES

Minimum lease payments receivable 1,176,805,935 1,335,665,852
Add: Residual value of leased assets 745,450,763 692,578,637
Gross investment in lease 1,922,256,698 2,028,244,489
Less: Unearned lease income 205,576,469 245,772,640
Less: Provision for potential lease losses 9,544,971 | | 5,681,432
215,121,440 251,454,072
Net investment in leases 1,707,135,258 1,776,790,417
Less: Current maturity of net investment in leases 584,847,890 569,842,136
Net investment in leases 1,122,287,368 1,206,948,281

8. INTANGIBLES

The company's intangible assets comprise acquired software licenses and software. The carrying amount
for the nine months ended September 30, 2008 can be analyzed as follows;

(Unaudited) (Audited)
Note  Sept. 30, 2008 Dec. 31, 2007

Rupees Rupees
Gross carrying amount 711,930 350,500
Accumulated amortization and impairment 358,931 306,958
8.1 352,999 43,542
8.1 Carrying amount at the beginning of the period 43,542 1,872
Additions 361,430 47,500
Amortization 51,973 5,830
Carrying amount at the end of the period 352,999 43,542
Rate of amortization 33.33% 33.33%
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”// Notes to the Interim Condensed Financial Statements

10.

11.

12.

for the Nine months ended September 30, 2008

Note (Unaudited) (Audited)
Sep. 30, 2008 Dec. 31, 2007
Rupees Rupees
LONG-TERM FINANCE - Secured
SME Bank Limited (holding company) - related party 17,927,718 52,654,781
Other financial institutions 390,177,256 671,526,693
408,104,974 724,181,474

Less: Current maturity shown under current liabilities 240,664,174 300,588,787
Long-term loans - due after one year 167,440,800 423,592,687
TERM FINANCE CERTIFICATE - Secured
Privately placed term finance certificates 111 350,000,000 -
Less: Current maturity shown under current liabilities 116,666,667 -
Term finance certificate - due after one year 233,333,333

The principal and profit of privately placed term finance certificates is payable quarterly at a base
rate plus 150 bps. Base rate is three month ASK KIBOR.

These are secured by way of a hypotication of the company's leased assets and related receivables.

(Unaudited) (Audited)
Sep. 30, 2008 Dec. 31, 2007
Rupees Rupees
CONTINGENCIES AND COMMITMENTS
Commitments
Lease disbursements 12.1 47,000,000 25,570,000

Leasing contracts committed but not executed at the balance sheet dote amounted to Rs. 47 million
(December 2007: Rs. 25.57 million).

11



”// Notes to the Interim Condensed Financial Statements (Unaudited)

for the Nine months ended September 30, 2008

September 30, 2008 September 30, 2007

13.  CASH GENERATED FROM OPERATIONS Rupees Rupees
AFTER WORKING CAPITAL CHANGES
Profit before income tax 17,454,697 30,524,471
Adjustment for non-cash charges and other items
Depreciation 9 1,806,222 1,754,943
Amortization 8 51,973 -
Gratuity expense 713,131 -
Mark-up expense 67,497,941 61,026,663
Mark-up short-term placements (544,109) -
Mark-up income (149,350) (49,190)
Loss on disposal of property and equipment (252,346) -
Financial charges on leased assets 310,320 336,699
Interest income on loans to employees (259,295) (462,798)
Provision for potential lease losses 3,863,539 1,920,806
Provision for loans and receivables (15,342) 50,994
73,022,684 64,578,116
Cash generated from operations before working
capital changes 90,477,381 95,102,587
Working capital changes
(Increase)/Decrease in current assets
Mark-up accrued 509,371 87,232
Deposits, prepayments and other receivables 912,755 (998,606)
Loans and advances 249,501 (367,711)
1,671,627 (1,279,085)
Increase/(Decrease) in current liabilities
Trade and other payables (9,601,079) (5,286,572)
Provision for compensated absences (374,985) (11,749)
(9,976,064) (5,298,321)
Total working capital changes (8,304,437) (6,577,406)
Cash generated from operations after
working capital changes 82,172,944 88,525,181
14. CASH AND CASH EQUIVALENTS
Cash and bank balances 17,656,640 27,045,810
Short-term borrowings (25,137,403) (39,703,638)
(7,480,763) (12,657,828)

12



”// Notes to the Interim Condensed Financial Statements (Unaudited)

for the Nine months ended September 30, 2008

15. TRANSACTIONS WITH RELATED PARTIES

SME Leasing Limited is a subsidiary of SME Bank Limited. During the nine months ended, the following
transactions were undertaken by the company with SME Bank Limited:

September 30, 2008 September 30, 2007
Key SME Bank Key SME Bank
management Limited (Holding ~ management Limited (Holding
personnel Company) personnel Company)
Rupees

Borrowings
Balance as at January 1 - 52,654,781 - 95,406,175
Add: Borrowings during the period - - - 30,000,000
Less: Repayments during the period - (34,727,063) - (61,683,572)
Balance as at September 30 - 17,927,718 - 63,722,603
Term finance certificates - 100,000,000
Loans and advances
Balance as at January 1 4,644,391 - 7,860,554
Add: Advances given during the period 210,000 - 700,000
Less: Repayments during the period (4,323,544) - (2,082,151)
Balance as at September 30 530,847 - 6,478,403
Mark-up expense for the period - 2,262,165 - 6,194,917
Mark-up on term finance certificates - 4,252,795 - -
Mark-up income for the period 209,699 - 266,886
Other transactions
Lease facility provided to holding company - 26,559,066 - 19,908,200
Deposit margin (50%) by holding company

for the lease facility - 13,561,223 - 10,099,500
Total rentals receivables (for the entire

lease period) - 8,868,703 - 12,505,465
Total rentals received during the period - 2,931,381 - 3,456,497
Rent expense - 254,085 - 273,779
Remuneration and salaries paid 4,593,201 - 5,967,772 -
Post retirement benefits 816,929 - 935,590
Provident fund - company's contribution 216,152 - 283,491

All transactions with the holding company are carried out on commercial terms and conditions.

16. RECLASSIFICATION
For the purpose of better presentation under IAS 1 'Presentation of Financial Statement', computer software
has been reclassified from property and equipment to intangibles as a separate line item on the face of
balance sheet. Comparative figure has also been reclassified.

17. DATE OF AUTHORISATION FOR ISSUE
These condensed interim financial information were authorised for issue on October 28, 2008 by the Board
of Directors of the company.

Chief Executive Officer Director
13



Branch Network

BRANCHES

KARACHI

Main Branch

2nd Floor, Tower “B”,

Finance & Trade Center (FTC),
Shahra-e-Faisal.

Phone: 021-9204751-53

Fax: 021-9204754

F. B. Area Branch
Ground Floor,

Gulshan-e-Amin Plaza, Block-21, F. B. Area.

Phone: 021-9246458, 6807584
Fax: 021-6806940

HYDERABAD

M-06, Mezzanine Floor,
Rabi Shopping Center,
Cantonment Area, Saddar.
Phone: 022-9200747

Fax: 022-9201060

LAHORE

Gulberg Branch

13-L, Mini Market, Gulberg-11.
Phone: 042-5714499

Fax: 042-5714499

Igbal Town Branch

Office No. 17, 2nd Floor, Sky Centre,
Karim Block, Allama Igbal Town Road.
Phone: 042-5295423

Fax: 042-5295424

ISLAMABAD

Office No. 2, 1st Floor,
Rehmat Centre, |-8 Markaz.
Phone: 051-9257524

Fax: 051-9257520

SIALKOT

Small Industrial Estate
Uggoki Road, Shahabpura.
Phone: 052-3257138

Fax: 052-3257138

PESHAWAR

34, Ground Floor,

State Life Building,

The Mall, Peshawar Cantt.
Phone: 091-9211683

Fax: 091-9211683

MARDAN

The Mall Office No. 26,
Adjacent Allied Bank Limited,
Mardan Cantt.

Phone: 0937-9230800

Fax: 0937-9230800

MIRPURKHAS

Office No. 403/2, New Town.
Phone: 0233-9290411

Fax: 0233-9290411
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SME Leasing Limited

(A subsidiary of SME Bank Ltd.)

Main Office:

2nd Floor, Tower “B”, Finance & Trade Centre,
Shahra-e-Faisal, Karachi.

Tel: (021) 9204751-53 Fax: (021) 9204754
Website: www.smelease.com

nBBCL



