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Directors’ Report

We are pleased to present the operational results of SME Leasing Limited for the first quarter
ended March 31, 2007.

The company has successfully continued to demonstrate growth in its financial results. The gross
revenue for the quarter increased to Rs. 41.28 million from Rs. 33.58 million. The pretax earning
has increased to Rs. 12.43 million from Rs. 6.52 million showing a growth of 91% over the
corresponding period earning. Profit after tax showed increase of 51% from Rs. 5.61 million in
the same period last year to Rs. 8.47 million in the first quarter of 2007. Total income amounted
to Rs. 41.29 million of which leasing operation generated Rs. 41.11 million (2006: Rs. 33.47
million).

During the period, disbursements of Rs. 216 million (2006: Rs. 181 million) were made to 61
SMEs (2006: 43). Total gross portfolio of SME Leasing stood at Rs. 1.807 billion (2006: Rs. 1.479
billion) as at March 31, 2007.

The Company plans to expand its branch network to increase its outreach, as such a couple of
branches are likely to be set up during the current year, after completing regulatory formalities.
The increase in the number of branches will have long term positive impact on the earnings of
the Company.

Keeping in view the prevailing growth rate, future disbursements strategy, and expansion plans,
the company expects good financial results in the remaining period of the financial year 2007.

We would like to place on record, our thanks and appreciation to the staff for their commitment
and dedication which has contributed towards strengthening of the organization and achievement
of the results presented in the annexed financial statements.

We would also like to thanks the Securities and Exchange Commission of Pakistan and other

regulatory authorities for their continued support and professional guidance, and the Shareholders
for the trust and confidence reposed in us. [T

For and on behalf of Board of DirectorsdlIII
)y

S.M. Naseem
Dated: April 26, 200701 Chairman



Balance Sheet (Unaudited)

as at March 31, 2007

Note

ASSETS 0

Cash and bank balances

Mark-up accrued

Current maturity of originated loans and receivables 4
Loans and advances - considered good
Deposits, prepayments and other receivables
Investments - available for sale

Current maturity of net investment in leases 6
Total current assets[]

(€]

Originated loans and receivables - due after one year 4
Net investment in leases - due after one year 6
Long-term loans - considered good

Long-term deposits and prepayments

Operating fixed assets[l] 7

Total Assets
LIABILITIES

Mark-up accrued

Creditors, accrued and other liabilities

Current maturity of lease key money

Current maturity of long-term borrowings 8
Short-term loans and finances

Current maturity of liabilities against assets subject to finance lease
Taxation payable

Total current liabilitiesT]

Lease key money - due after one year

Long-term borrowings 8
Liabilities against assets subject to finance lease

Deferred liabilities

Total Liabilities

NET ASSETS

FINANCED BYO

Authorised share capitall

Issued, subscribed and paid-up capital
Reserves]

Commitments 9

March 31, December 31,
2007 2006
Rupees Rupees
13,974,079 14,049,475
1,220,213 1,428,448
45,156,412 53,711,101
1,185,584 1,087,776
3,608,766 3,322,023
2,500,000 2,500,000
579,079,373 448,156,994
646,724,427 524,255,817
37,320,230 27,304,252
1,005,626,597 1,040,070,978
11,317,140 10,078,867
619,091 745,689
12,209,565 12,326,667
1,067,092,623 1,090,526,453

1,713,817,050

1,614,782,270

9,903,059 13,618,808
17,991,752 21,932,734
165,997,367 121,809,821
265,580,030 251,909,396
177,776,205 103,881,801
1,702,891 1,981,723
6,712,412 6,068,025
645,663,716 521,202,308
412,089,461 413,417,619
227,835,881 263,496,782
2,004,189 2,220,381
12,767,840 9,459,493
654,697,371 688,594,275
1,300,361,086 1,209,796,583
413,455,964 404,985,687
500,000,000 500,000,000
320,000,000 320,000,000
93,455,964 84,985,687
413,455,964 404,985,687

The annexed notes 1 to 14 form an integral part of these financial statements.

Chief Executive Officer

Director




Profit and Loss Account (Unaudited)

for the quarter ended March 31, 2007

Income from operations
Other operating income [

Administrative expenses
Finance costl

Operating profit before provisions

Provision for potential lease losses

Provision / (reversal of provision) against originated loans and O
receivables[]

Profit before taxation[]
Taxation[

-dCurrent
-0 Deferredd

Profit after taxation

Earnings per share - basic and diluted

Quarter ended

Quarter ended

March 31, March 31,
2007 2006
Rupees Rupees
41,116,562 33,465,006

167,378 111,847
41,283,940 33,576,853
9,327,183 | 9,134,093
18,822,427 17,384,479
28,149,610 26,518,572
13,134,330 7,058,281
378,924 533,115
321,076 5,621
12,434,330 6,519,545
655,707 566,019
3,308,347 339,730
3,964,053 905,749
8,470,277 5,613,796
0.26 0.28

The annexed notes 1 to 14 form an integral part of these financial statements.

Chief Executive Officer

Director



Cash Flow Statement (unaudited)

for the quarter ended March 31, 2007

Note

CASH FLOW FROM OPERATING ACTIVITIES [

Cash generated from operations[] 10

Mark-up paid

Mark-up received on loans to employees
Mark-up received

Financial charges paid

Taxes paid O

Increase in net investment in leases
Increase in originated loans and receivables
Lease key money receivedl

Net cash outflow on operating activities

CASH FLOW FROM INVESTING ACTIVITIES [

Capital expenditure

Increase in long-term loans and advances
Increase in long-term deposits and prepayments
Net cash outflow on investing activities

CASH FLOW FROM FINANCING ACTIVITIES [
Increase/decrease in long-term borrowings
Increase/decrease in short-term borrowings

Repayment of liabilities against assets subject to finance lease

Net cash inflow from financing activitiest]

Net decrease in cash and cash equivalents
Cash and cash equivalents at January 01, 200700

Cash and cash equivalents at March 31, 2007 11

Quarter ended

Quarter ended

March 31, March 31,
2007 2006
Rupees Rupees
28,110,516 26,429,055
(22,204,082) (16,028,359)

146,147 103,004
21,231 8,860
(136,671) (54,812)
(11,320) (12,347)
(96,856,922) (95,215,548)
(1,782,365) (9,966,555)
42,859,388 35,114,974
(77,964,594) (86,050,783)
(49,854,078) (59,621,728)
(518,756) (260,538)
(1,238,273) (291,640)
126,598 (5,050)
(1,630,431) (557,228)
(21,990,267) 4,036,567
55,000,000 40,000,000
(495,024) (527,815)
32,514,709 43,508,752
(18,969,800) (16,670,204)
(89,832,326) (79,632,304)
(108,802,126) (96,302,508)

The annexed notes 1 to 14 form an integral part of these financial statements.

Chief Executive Officer

Director




Statement of Changes in Equity (Unaudited)

for the quarter ended March 31, 2007

Balance as at January 1, 2006
Profit for the period after taxation
Transferred to statutory reserve
Balance as at March 31, 2006
Issue of bonus shares

Issue of shares for cash

Share issue expenses

Profit for the period after taxation
Transferred to statutory reserve

Transferred to reserve againstd]
future losses

Balance as at December 31, 2006
Profit for the period after taxation
Transferred to statutory reserve

Transferred to reserve againstl]
future losses

Balance as at March 31, 2007

Issued, supscribed Share Statutory Beserve Un-appropria-
and pa_ld-up premium reSeIVe against future ted profit Total
capital losses
Rupees
200,000,000 - 15,523,751 5,682,577 56,626,341 277,832,669
- - - - 5,613,796 5,613,796
- - 1,122,759 - (1,122,759) -
200,000,000 - 16,646,510 5,682,577 61,117,378 283,446,465
20,000,000 - - - (20,000,000) -
100,000,000 10,000,000 - - - 110,000,000
- - - - (6,946,825)  (6,946,825)
- - - - 18,486,047 18,486,047
- - 3,697,209 - (3,697,209) -
- - - 1,523,472 (1,523,472) -
320,000,000 10,000,000 20,343,720 7,206,049  47,435918 404,985,687
- - - - 8,470,277 8,470,277
- - 1,694,055 - (1,694,055) -
- - - 340,761 (340,761) -
320,000,000 10,000,000 22,037,775 7,546,810 53,871,379 413,455,964

The annexed notes 1 to 14 form an integral part of these financial statements.

Chief Executive Officer

Director



Notes to the Financial Statements (Unaudited)

for the quarter ended March 31, 2007

1. THE COMPANY AND ITS OPERATIONS 0O

SME Leasing Limited was incorporated in Pakistan as a public limited company on July 12, 2002. The
company was incorporated as a wholly owned subsidiary of SME Bank Limited, whereby under an
arrangement the assets and liabilities of the leasing division of SME Bank Limited were transferred to the
company on January 31, 2003. The company was granted the Certificate of Commencement of Business
on January 28, 2003. The registered office of the company is situated at 40, Jang Building, A. K. Fazal-ul-
Hag Road, Blue Area, Islamabad. The Company is listed on Lahore Stock Exchange. [J

The company is registered with the Securities and Exchange Commission of Pakistan as a leasing company
under the Non-Banking Finance Companies (Establishment and Regulation) Rules, 2003. The core objective
of the company is to extend lease and working capital financing facilities to small and medium enterprises
of the country.

2. BASIS OF PREPARATION 0O

These unaudited financial statements are being presented and submitted to the shareholders as required
under section 245 of the Companies Ordinance 1984 and have been presented in accordance with the
requirements of International Accounting Standards 34 "Interim Financial Reporting" as applicable in
Pakistan.

3. ACCOUNTING POLICIES [

The accounting policies and method of computations followed for the preparation of these accounts are
same as those applied in preparing the annual accounts for the year ended December 31, 2006.

March 31, December 31,
2007 2006
Rupees Rupees
4. ORIGINATED LOANS AND RECEIVABLESII
Securedl]
Loans to customers - considered good[] 75,329,287 73,018,759
Loans to customers - considered doubtful[Il 7,538,246 8,066,409
82,867,533 81,085,168
Less: Provision for doubtful loans and receivables[IIl 390,891 69,815
82,476,642 81,015,353
Less: Current maturity of originated loans and receivables 45,156,412 53,711,101
37,320,230 27,304,252

5. INVESTMENTS - available for sale Number of certificates

Units of NAMCO Balanced Fund - closed end mutual fund]

Number of certificates held (face value per unit: Rs 10)III 250,000 250,000
March 31, December 31,
2007 2006
Rupees Rupees
Cost of purchasel] 2,500,000 2,500,000
Unrealised gain/ (loss)C - -
Fair value as at March 31 2,500,000 2,500,000

6. NET INVESTMENT IN LEASES[IT

Minimum lease payments receivablel] 1,229,438,944 1,165,085,573
Add: Residual value of leased assets[] 578,086,828 535,227,440
Lease contract receivablellIl] 1,807,525,772 1,700,313,013
Less: Unearned lease incomel] 219,524,880 209,169,043
Less: Provision for potential lease losses[Ill 3,294,922 2,915,998

222,819,802 212,085,041
Net investment in leases[] 1,584,705,970 1,488,227,972
Less: Current maturity of net investment in leasesC] 579,079,373 448,156,994

Net investment in leases - due after one year 1,005,626,597 1,040,070,978




Notes to the Financial Statements (Unaudited)

for the quarter ended March 31, 2007

7. FIXED ASSETS O

The following is a statement of operating assets:

Costat  Additions/ Costat  Accumulated Depreciation Accumulated Written down Rate %

lan1, (deletions) ~ March 31, depreciation  charge for  depreciation value at per
2007 during 2007 atlanl,  the period/ as at March 31,  annum
the period 2007 (accumulated  March 31, 2007

depreciation 2007
on deletions)

Rupees
Assets - Own use
Tangible O
Office Premisesd] 4,954,190 - 4,954,190 334,967 61,929 396,896 4,557,294 5
Building improvementsd 1,634,990 - 1,634,990 1,355,027 42,972 1,397,999 236,991 3333

Furniture and fixtures(] 1,486,150 11,660 1,497,810 778,746 75,044 853,790 644,020 20

Vehicles 785,840 359,500 1,145,340 228,094 46,587 274,681 870,659 20
Computers 1,455,167 147,596 1,602,763 1,044,129 118,796 1,162,925 439,838  33.33
Office equipment 806,122 - 806,122 237,672 30,225 267,897 538,225 15
Intangible O
Computer software 303,000 - 303,000 301,128 1,872 303,000 - 33.33
Assets subject to

finance leasel]
VehiclesOd 6,303,700 - 6,303,700 1,122,729 258,435 1,381,164 4,922,536 20
March 31, 2007

(unaudited) 17,729,159 518,756 18,247,915 5,402,492 635,860 6,038,352 12,209,563
December 31, 2006 15,496,539 5,117,454 17,729,159 4,020,652 2,449,239 5,402,492 12,326,667

(2,884,834) (1,067,399)




Notes to the Financial Statements (Unaudited)

for the quarter ended March 31, 2007

March 31, December 31,
2007 2006
Rupees Rupees
8. LONG-TERM BORROWINGSIT
Long-term borrowings from:[
- SME Bank Limited (holding company) - related party[l 85,082,574 95,406,175
- other financial institutionsIl] 408,333,337 420,000,003
493,415,911 515,406,178
Less: current maturity shown under current liabilitiest 265,580,030 251,909,396
Long-term borrowings - due after one year 227,835,881 263,496,782
9. COMMITMENTS [
Commitments for lease disbursements - 24,377,000
March 31, March 31,
2007 2006
Rupees Rupees
10. CASH GENERATED FROM OPERATIONSIII
Profit for the period before taxation[Il] 12,434,330 6,519,545
Adjustment for non-cash charges and other items:[
Depreciation[] 635,858 658,640
Mark-up expensellll 18,488,333 15,694,187
Mark-up incomelll (21,231) (8,860)
Financial charges on leased assets[l] 136,671 54,812
Loss/ (gain) on disposal of operating fixed assets[[]] - 182,263
Interest income on loans to employees(l] (146,147) (102,987)
Provision for potential lease lossesIl] 378,924 566,019
Provision / (reversal of provision) against originated [0
loans and receivables 321,076 5,621
19,793,484 17,049,695
32,227,814 23,569,240
Movement in working capital
(Increase) / decrease in current assetsl]
Mark-up accrued 208,235 394,977
Deposits, prepayments and other receivables([I] (286,743) 471,071
Loans and advances (97,808) -
(176,316) 866,048
Increase / (decrease) in current liabilities]
Creditors, accrued and other liabilities (3.940,982) 1,993,767
(4,117,298) 2,859,815
28,110,516 26,429,055
11. CASH AND CASH EQUIVALENTSIIT
Cash and bank balances] 13,974,079 14,049,475
Running finance under mark-up arrangements (122,776,205) 103,881,801

(108,802,126) (89,832,326)




Notes to the Financial Statements (Unaudited)

for the quarter ended March 31, 2007

12. TRANSACTIONS WITH ASSOCIATED UNDERTAKINGSO

1

w

14.

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

2007 2006
Key SME Bank Others Key SME Bank  Others
management Limited (Holding management  Limited (Holding
personnel Company) personnel Company)

Borrowings
Balance as at January 1 - 95,406,175 - - 125,184,257 -
Add: Borrowings during the year - 30,000,000 - - 2,500,000 -
Less: Repayments during the year - (10,323,601) - - (32,278,082) -
Balance as at March 31 - 115,082,574 - - 95,406,175 -
Loans and advances
Balance as at January 1 8,383,045 - - 8,383,045 - -
Add: Advances given during the year - - - 308,400 - -
Less: Repayments during the year (136,588) - - (830,891) - -
Balance as at March 3100 8,246,457 - - 7,860,554 - -
Mark-up expense for the year - 2,029,851 - - 10,328,041 -
Mark-up income for the year 94,185 - - 317,410 - -
Other transactions
Lease facility provided to holding company - 24,571,000 - - 11,068,200 -
Deposit margin ( 50%) by holding company for O

the lease facility - 7,436,000 - - 5,679,500 -
Total rentals receivables (for the entire
lease period) - 9,073,584 - - 6,816,096 -
Total rentals received during the year - 2,059,709 - - 1,552,614 -
Transfers from the holding company - - - - - -
Expense incurred by holding company on [

behalf of SME Leasing Limited - 167,383 - - 301,872 -
Remuneration paid 1,785,964 - - 8,439,698 - -
Post retirement benefits 221,825 - - 1,053,103 - -
Provident fund - company's contribution - - 144,573 - - 519,936

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

. CORRESPONDING FIGURES

Corresponding figures have been rearranged and reclassified, wherever necessary, for the purpose of

comparison.

DATE OF AUTHORISATION FOR ISSUEO]

These financial statements were authorised for issue on April 26, 2007 by the Board of Directors of the

company.

Chief Executive Officer

Director



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: 021-6807584
Fax: 021-6806940

HYDERABAD

Mezzanine Floor,

Rabi Shopping Center,
Cantonment Area, Saddar.
Phone: 022-9200747

Fax: 022-9201060

LAHORE
Gulberg Branch

13-L, Mini Market, Gulberg-III.

Phone: 042-5714499
Fax: 042-5714499

Ravi Road Branch

103, Battiwala Chowk, Ravi Road.

Phone: 042-7705901
Fax: 042-7705901

ISLAMABAD

Suite No. 13, 1st Floor,
Muhammadi Plaza,
Nazimuddin Road, Blue Area.
Phone: 051-9219261

Fax: 051-9205782

SIALKOT

Small Industrial Estate
Uggoki Road, Shahabpura.
Phone: 051-9219261

Fax: 051-9205782

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
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SME Leasing Limited

(A subsidiary of SME Bank Ltd.)
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