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Directors’ Review for the Quarter Ended September 30, 2023

On behalf of the Board of Directors, we are pleased to present the financial statements of SME
Bank Limited for the nine months period ended September 30, 2023.

Board of Privatization Commission in its meeting held on November 235, 2021 recommended to
delist SME Bank Limited from the list of privatization on recommendation of Financial Adviser
(FA) of Privatization Commission, who had asserted that despite all efforts and iterative
interactions with the pre-qualified bidders to date, positive feedback from the pre- qualified
bidders was not forthcoming and owing to the deteriorating financial position of the Bank, the
transaction of privatization of SME Bank was recommended to shelve. The recommendation of
the Board of Privatization was presented to Cabinet Committee on Privatization (CCoP) where
after detailed discussion a committee under the chairmanship of the Finance Minister (FM) and
representatives from SBP, SECP, Finance Division and Privatization Division was constituted to
evaluate alternative options for proceeding further. Finance Minister observed in the meeting of
the Sub-Committee of CCoP held on December 02, 2022 that it could not be privatized due to its
worst financial condition. Thus in a meeting of Cabinet Committee on Privatization (CCoP) held
on December 26, 2022. decided to delist SME Bank from privatization programme, to enable
Finance Division and SBP to proceed further in the matter.

Cabinet in its meeting held on March 17, 2023 approved Winding down Plan for SME Bank as a
way forward. In response to SOS call of the President / CEO. which given vide letter No. SMEB:
HO: P&CEO: 23/13 dated March 15, 2023 Government of Pakistan extended support of
Rs. 5.557 billion for making payments of customer deposits. Thereafter State Bank of Pakistan
vide its letter no. BPRD (R&PD) / SME/2023/2443 dated March 27, 2023, informed SME Bank
about the winding down plan and in exercise of the powers conferred under section 41 of the
Banking Companies Ordinance 1962, directed SME Bank of stop taking fresh deposits including
renewal / rollover of existing deposits and to implement winding down plan for payment of
deposits. Further Rs 5.557 billion of funds have been released by SBP to SME Bank for payment
of customer deposits, 95.84% of allocated funds have been paid to the depositors till September

30, 2023. Moreover. Borrowings under repurchase agreements with SBP have been adjusted
with Banks investment in Federal Government Securities.

The Second Phase to close SME branches and SAM Offices is in progress, eight SME branches
and one SAM office has been closed till September 30, 2023. The closure plan for rest of SME
Branches and SAM Offices is in progress to save operational cost. \/
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In light of the External Auditor’s opinion on the audited Financial Statements for the year ended
December 31, 2022 and their review report on the Financial Statements for the period half year
ended June 30, 2023 and related to winding down process of the Bank, following adjustments

have also been incorporated in these Financial Statements for the quarter ended September 30,
2023

e Impairment recorded against investment in SME Leasing limited

e Forced sale value benefits (FSV) availed while computing Provision against NPLs
(Advances) De-recognized

e Derecognizing IFRS 16 regarding Right of use of assets (rented premises) and
reclassified the liability as a short term lease.

¢ Fully Amortization of intangible assets - computer software

e Deferred Taxation assets De-recognized

The highlights of the financial results of the Bank for the quarter ended on September 30, 2023
are presented as follows:-

The deposits have decreased by Rs 5,824 million from Rs 8,472 million as on December 31,
2022, to Rs 2.648 million as on September 30, 2023. Investment portfolio of the Bank has
reported Rs. 78 million as on September 30, 2023 and Rs. 4,035 million as on December 31,
2022, Non-performing loans (NPLs) were at Rs. 565 million as on September 30, 2023 whereas
as on December 31, 2022 were Rs. 180 million. SME loan portfolio was at Rs. 938 million as on
September 30, 2023 compared to Rs. 1,398 million as on December 31, 2022.

For and on Behalf of Board of Directors.

—

Chairman
(of the meeting)

November 22, 2023
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SME BANK LIMITED

Unconsolidated Condensed Interim Statement of Financial Position

As at September 30, 2023
(Un-audited) (Audited)
September 30, December 31,
2023 2022
Note (Rupees in '000)
ASSETS
Cash and balances with treasury banks 7 13,463 609,236
Balances with other banks 8 3,099 1,307
Lendings to financial institutions 9 600,000
Investments 10 78,010 4,035,290
Advances 11 649,325 1,329,573
Fixed assets 12 10,139 3800310
Intangible assets 13 - 779
Deferred tax assets - net 14 N 1,165,061
Other assets 15 462,654 496,712
1,816,690 8,018,268
LIABILITIES
Bills payable 16 42,543 65,390
Borrowings 17 111,148 3,499,355
Deposits and other accounts 13 2,647,565 8,472,488
Liability agamnst assets subject to finance lease - -
Sub-ordinated loans - -
Deferred tax liabilities a .
Other habiliues 19 6,592,015 1,345 866
9,393,271 13,383,099
NET LIABILITIES (7,576,581) (5,364,831)
REPRESENTED BY
Share capiral 2,392,507 2,392,507
Reserves 206,526 206,526
Surplus/({deficit) on revaluation of assets - net of tax 20 3,387 (179)
Unappropriated loss (10,179,001) (7,963,685)
(7,576,581) (5,364,831)
CONTINGENCIES AND COMMITMENTS 21

The annexed notes from 1 to 36 form an integral part of these unconsolidated condensed interim financial statements.
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SME BANK LIMITED

Unconsolidated Condensed Interim Profit and Loss Account (un-audied)
For the nine months ended September 30, 2023

Quarter ended Nine months ended

September 30, September 30,  September 30, September 30,

2023 2022 2023 2022

Note (Rupees in '000)
Mark-up/ return/ interest earned 22 98,489 203,931 419,786 556,024
Mark-up/ return/ interest expensed 23 121,775 352,805 653,280 860,588
Net mark-up/ mnterest loss (23,2806) (148.874) (233,494) (304,564)
NON MARK-UP/ INTEREST INCOME
F'ee and commission income 24 706 2,550 9,198 10,151
Dividend income - 422 - 1,071
Foreign exchange income - - - -
Income / (loss) from dertvatives - - - -
(Gain/(loss) on securities 25 - (1,698) (927) (2,545)
Other income 26 7,730 - 7,972 -
Total non-markup/ interest income 8,436 1,274 16,243 8.677
Total Income/ (loss) (14,850) (147,600) (217,251) (295,887)
NON MARK-UP/ INTEREST EXPENSES
Operating expenses 27 229,304 241,731 726,721 706,883
Workers Welfare Fund - - ] -
Other charges 28 (171,147) 16,947 (137,901) 51,035
Total non-markup/ interest expenses 58,157 258,678 588,820 757,918
Loss before provisions (73,007) (400,278) (806,071) (1,053,805)
Provisions and write offs - net 29 176,670 (6,109) 237,917 (,503)
LLOSS BEFORE TAXATION (249,677) (400,169) (1,043,988) (1,044,302)
Taxation 30 1,193,042 (65,388) 1,171,328 (86,889)
LOSS AFTER TAXATION (1,442,719) (334,781) (2,215,316) (957 413)
Basic/diluted (loss) per share (rupees) 31 (6.03) (1.40) (9.26) (4.00)

The annexed notes from 1 to 36 form an integral part of these unconsolidated condensed interim financial statements.
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SME BANK LIMITED
Unconsolidated Condensed Interim Statement of Comprehensive Income (un-audited)
For the nine months ended September 30, 2023

Quarter ended Nine months ended
September 30, September 30,  September 30,  September 30,
2023 2022 2023 2022
(Rupees in '000)
Net loss after taxation (1,719,214) (334,781) (2,215,316) (957 413)
Other comprehensive income
Items that may be reclassified to profit and
loss account in subsequent periods
Movement in surplus/(deficit} on revaluation of investment 4,225 3,771 3,566 7.021
Items that will not be reclassified to profit and
loss account in subsequent periods
Remeasurement gain on defined benefit obligations - net - 5 -
Total comprehensive loss (1,714,989) (331,010) (2,211,750) {950,392)

The annexed notes from 1 ro 36 form an integral parr of these unconsolidated condensed interim financial statements.
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SME BANK LIMITED
Unconsolidated Condensed Interim Statement of Changes in Equity (un-audited)
For the nine months ended September 30, 2023

Surplus/ (deficit :
Sharc capital S:::::‘?:Y lJI'.Ill;'lzva.l:’l.fl[I'.(In (ri)' Unap]:ﬂr::natcd Total
investments
(Rupees in "000)
Balance as at January 01, 2022 2,392,507 206,526 (13,679) (6,846,330) (4,260,976)
Total comprehensive income for the nine months
period ended September 30, 2022
Net loss after taxation - - - (957 413) (957.413)
Onther comprehensive income - net of tax - - 7.021 - FRILS!
Balance as at September 30, 2022 (un-audited) 2,392,507 206,526 (6,658) {7,803,743) {5,211,368)
Total comprehensive income for the three months
period ended December 31, 2022
|.oss after taxation T - - (292.463) (292 4063)
Orther comprehensive income/ (loss) - net of rax * - 6,479 132,521 139,000
Balance as at December 31, 2022 (audited) 2,392,507 206,526 (179) (7,963,685) (5,364,831)
Total comprehensive income for the nine months
period ended September 30, 2023
Nt loss after taxation - - (2,215,316) (2.215,316)
(her l?[l11lpf[!llL'1lr§j\-'t: imcome - net of tax B - 3,566 i 3,566
Balance as at September 30, 2023 (un-audited) 2,392,507 206,526 3,387 (10,179,001) (7,576,581)

The annexed notes from 1 te 36 form an 'mr:.';;ml [rart of these unconsolidated condensed interim financial statements.
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SME BANK LIMITED

Unconsolidated Condensed Interim Cash Flow Statement (un-audited)

For the nine months ended September 30, 2023

CASH FLOW FROM OPERA TING ACTIVITIES

September 30,
2023

September 30,
2022

(Rupees in '000)

Loss before taxation (1,043,988) (1,044,302)
Less: Dividend income i (1,071)
(1,043,988) (1,045,373)
Adjustments:
Depreciation 37.478 43 599
Amortization 779 675
Provision and write-offs 237,917 {9,503)
Loss/ (gain) on sale of fixed assets (7,953) -
Mark-up expense on leased Lability against ROU assets (137,901) 51,030
130,320 85,801
(913,668) (959,572)
(Increase)/ decrease in operating assets
Lendings to financial institutions (600,000) -
Held-for-trading securities - -
Adwvances 478,796 250,442
Ortherfassets (excluding advance taxation) 34,184 2,702
(87,020) 253,144
Increase/ (decrease) in operating liabilities
Bills payable (22,847) 30,852
Borrowings from financial institutions (3,388,207) 727,021
Deposits (5,824,923) (468,473)
Other habilities (excluding current taxation) 5,773,005 90,883
(3,462,972) 380,283
(4,463,660) (326,145)
Income tax paid (2,362) (2,269}
Net cash flow generated (used in)/ from operating activities (4,466,022) (328,414)
CASH FLOW FROM INVESTING A CTIVITIES
Net investment/ disinvestment in available-for-sale securities 3,922,874 39,208
Net investment in held-to-maturity securities 2,600 32,400
Dividend received - 1,071
Investment in operating fixed assets (1,884) (1,327}
Proceeds from sale of fixed assets 9,061 -
Net cash flow generated from investing activities 3,932,651 71,352
CASH FLOW FROM FINANCING ACTIVITIES
Payment of lease obligation (60,610) (63,410)
Net cash flow (used in) from financing activities (60,610) (63,416)
Decrease in cash and cash equivalents (593,981) (320,478)
Cash and cash equivalents ar beginning of the period 610,543 827,681
Cash and cash equivalents at end of the period 16,562 507,203

The annexed notes from 1 to 36 form an integral part of these unconsolidated condensed interim Financial statements.
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tes to the Unconsolidated Condensed Interim Financial Statements (un-audited)

r the nine months ended September 30, 2023

1.
1

1.2

GENERAL INFORMATION

SMIL Bank Limired (the Bank) is a public limited company incorporated in Pakistan on October 30, 2001 under the
vepealed Companies Ordinance, 1984 having 1s registered office at 56-17, Nazm-ud-Din Road, F-6/1, Blue Area
Islamabad. The Bank obtained its business commencement certificate on April 16, 2005 which became effecnve from the
date of 14 issue. The Bank 15 a scheduled commercial bank engaged in the business of banking with the primary objeerive
to supportt and develop Small and Medium Enterprise (SME) sector in Pakistan by providing necessary financial assistance
and business support services on sustainable basis, The Bank is operating through a network of 13 commercial bankmg
hmnchcs.! Based on the latest credit ranng report dated November 22, 2018 issued by Palastan Credit Rating Apency
Limited (PACRA), credir rating of the Bank was "CCC" in the long term and "B (Single B) i the short term. Subsequent
tor abowve, | the credit rating of Bank has not been updared.

In terms jof Bank's License No. BL-05 dated September 13, 2004 issued under scetion 27 of the Banking Companics
Ondinance 1962, the Bank is required to hold minimum paid-up-capital (net of losses) of Rs. 1.0 billion at the time of
issuance of said license, and at all nmes thereafter during which the above capital is required to be raised to Rs. 1.5 billion
by December 31, 2004 and to Rs. 2.0 billion by December 31, 2005 or any other amount prescribed by State Bank of
Pakistan {SBP) from time to tme, SBP granted exemption vide its lerrer No. BPRD/BA&CPD /646,/332/2020 dared
January 116. 2020 from meeting the minimum capital requirement (MCR) all December 31, 2019 or completion of
restructu in.g/priv:lri'a.:ltu:mnf the Bank, whichever is earhier. Although further relaxarion of MCR has nor been granred but

1 . n
SBI? has hot objected the non-compliance of MCR as it is fully aware abour the progress of the Winding Down plan of
the Bank|{(MNote - 6.2).

Amalgamation of defunct RDFC and SBFC

The Fedgral Government promulgated the Regional Development Finance Corporanon (RDFC) and Small Business
Finance Corporation (SBFC) Amalgamation and Conversion Ordmance, 20010 (the Owdinance 2001) sctting forth the
mechanism of amalgamation of defunct RDFC and SBFEC. Both these entities were Development Financial Tnstitutions
(DFEIs). In pursuance of the Ordinance 2001, Finance Division, Ministry of Finance 1ssucd an Order (SRO (1) 2001) dared
December 29, 2001 setting forth the scheme of amalgamation of RDTC and SBFC with the Bank effecrive from January
1, 2002, Pursuant to this scheme entire assets and liabilities of defunct RDFC and SBFC as at December 31, 2001 were
transferred to the Bank at fair value. These two institutions stand dissolved and ceased to exist effeetive January 1, 2002,
The Bank allotted its shares o the share holders of defunce RDEFC and SBFC in proportion to their sharcholding therem
ased on|the fair value of ner assets of defunct RDFC and SBIC on December 31, 2001,

BASIS OF PRESENTATION

These upconsolidated condensed mterim financial statements have been prepared following the accrual basis of
accounting except for the cash flow nformation. The Bank is under the phase of implementation of Winding Down plan.
Hence Lil.iuidilﬁtl1l basis of accounting will be based on hquidation plan as and when approved

The melﬂnsolid-.\r::d condensed interim financial statements are presented in Pakistani Rupee, which is the Bank's

| it ; :
functional currency. Figures have been rounded off to the nearest thousand of rupees, unless otherwise srared.

STATEMENT OF COMPLIANCE

These unconsolidated condensed nterm financial statements have been prepared in accordance with the accounting and
rrpunin;_i standards as applicable m Pakistan for intertim financial reporting. The aceounting and reporting standards as
applicable in Pakistan for interim financial reporting comprse of

- Internptional Accounting Standard (IAS) 34, Interim Financial Reporting, issued by the International Accounting
Srandards Board (IASB) as notfied under the Companies Act, 2017;

L Provisions of and direcnves ssued under the Banking Companies Ordinance, 1962 and rhe Companies Acr, 2017; and

- Direcrives tssued by the State Bank of Pakiscan (SBP) and the Securities and Ixchange Commission of Pakistan (SECT),

Whenever the requirements of the Banking Companies Ordinance, 1962, the Companies Act, 2017 or the dircetives issued
by the SBI® and the SECP differ with the requirements of IAS 34, the requirements of the Banking Companies Ordinance,
1962, the Compantes Act, 2017 and the said direetives, shall prevail,

The SBI has deferred the applicability of International Accounting Standard 40, "Investment Property” (IAS 40), for
banking companies through BSD Circular Lerter No. 10 dared August 26, 2002 rill further instructions. Further, according
to the m‘!:iﬁcaﬁt.m of SECP dared April 28, 2008, the International Financial Reporting Standard 7,"Finaneial Instruments:

Disclosure” (1FRS 7), has not been made applicable for banks in Pakistan. Accordingly, the requirements of these
standards have not been considered in the preparation of these mternim unconsohidared financial statements. Accordingly,
investimdnts have been classified and valued in accordance with the requirements prescribed by the SBP through various
circulars Further, IFRS 9 "Financial Instrument’ has not been adopted as SBP has deffered the applicablity of TFRS 9 all

January I 1, 2024 vide SBI* BPRIY Circular Lerter no. 03 dated July 05, 2022 (Note - 5.1),

These unconsolidated condensed interim financial statements have been presented in accordance with the requirements of
format preseribed by SBP vide BPRD Circular Letter No. 5 dated March 22, 2019 and International Accounting Standard
34 'Intefim Financial Reporting' and do not include all the information and disclosures required in the audited annual
unconsalidated Anancal starements, and should be read in conjunetion with the audited annual unconsolidared financial
statemets for the financial year ended December 31, 2022




1
SME BANK LIMITED
Ndtes to the Ungonsolidated Condensed Interim Financial Statements (un-audited)
For the nine months ended September 30, 2023
h.  BASIS CIF MEASUREMENT
The unecnsolidated condensed interm financial statements have been prepared under the historeal cost convention as
medified for certam mvestments which are carried at fair value, obligations in respect of defined benefit schemes at ther
present values.
5.  SIGNIFICANT ACCOUNTING POLICIES, ESTIMATES AND JUDGEMENTS AND FINANCIAL RISK
MANAGEMENT POLICIES
5.1 Significant accounting policies, estimates and judgements
The accopnting pelicies, underlying estimates and judgements and method of computation followed in the preparation of
these condensed interim unconsolidated financial statements are same as those applied in preparing the financial
statemends of the Bank for the year ended December 31, 2022,
There argcertain new and amended standards, 1ssued by International Accounnng Standards Board (IASB), interpretanons
and amendments that are mandatory for the Bank's accounting periods beginning on or after Januvary 1, 2023 bur are
considerad not to be relevant or do not have any significant effect on the Bank's operations and therefore not detailed in
these undonsolidated condensed interim  financial statements,
Liffectivejdate of IFRS 9 Tinancial Instruments” has extended by SBI to annual periods beginning on or after January 01,
2024 vidd SBI? BPRD Circular Letter no. 03 dated July 05, 2022 for banks having asscr size less than 500 bilion. IFRS 2
replaces the edisting guidance in TAS 39, Finaneial Instruments: Classification and Measurement, addresses recognition,
classificafion, measurement and derecognition of financial assets and financial habilinies. The standard has also inroduced
a new impairment model for financial assers which requires recognition of impairment charge based on an “expected credin
losses” (MCL) approach rather than the “incurred credit losses” approach as currently followed, The ECL approach has an
unpact oy asscts of the Bank which are exposed to credir risk. For the purpose of assessing and submission the impact on
the Finaneial Statements, SBP allow exemption henceforth.
Bank as a lessee (IFRS 16) - De-recognize
Since wingding down plan of the SME Bank Ltd 15 in process, therefore the management foresees amortizanon as per [FRS
16 regarding Right of Use of assets (Rented Premises) might not be possible. In hieu thereof the Management decided o
derccognize the impace of lease habilines and nghe of use of assers under IFRS 16 and reclassified the balalicy as o shorr
term leasy. Recognized rent expense as per rent agreement of the rented premises.
5.2 Financigl Risk Management
The Bank's Financial Risk Management objectives and policies adopted by the Bank are consistent with those disclosed
in the untonsolidated financial statements for the year ended December 31, 2022,
6. FINANCIAL RESTRUCTURING AND GOING CONCERN ASSUMPTION
6.1  Privatization / Way Forward of the Bank
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ent oF Pakistan (GoP) in their meeting held on November 19, 2018, decded o relaunch the privatization
1 of the Bank through Privatzanon Commission (PC). Cabiner Commitree on Privatization (CCol) approved
wivatization program of the Bank on March 06, 2019 w divest the Gol’s equity stake in the Bank along with
ent dontrol to a strategic investor. Thereafter through a due process invitation for expression of interest for
n of| 93.88% shares of the Bank were advertised in newspapers on December 31, 2019, The last date for
n of Hols and Srarement of Qualifications (80Qs) was February 28, 2020. Five prospective investors have
I thetr 500 agamst the advertisement, out of that four have been cleared by SBP. The final draft of share
agreement (SPA) had been shared with three pre-qualified bidders. A joint meeting of the Transaction
ce, SBP and pre-qualified bidders held on December 29th, 2020 and December 30th, 2020 with reference o "Pre-
erence” and "Valuation Model" wherein the queries of pre-qualified potential bidders were clarified and some of
taining to license, merger and MCR were forwarded to State Bank of Pakistan for its dlasification. Drafis of the
ocuments Le. instruction to Bidders (I'TB) and Share Purchase Agreements (SPA) could nor be finalized. Board
wation Commisstion in 1ts mt:cting held on November 25, 2021 recommended to delise SME, Bank Limited from
f privatization on recommendation of Financial Adviser (FA) of Privatization Commission, who had asserted
ire all efforts and itcrative interactions with the pre-qualified bidders to date, positive feedback from the pre-
bidders was not forthcoming and owing to the deteriorating financial position of the Bank, the transaction of
ion of SME Bank was recommended to shelve. The recommendation of the Board of Privatization was
ta Cabinet Committee on Privatization (CCoP) in its meeting held on December 31, 2021 The CCol discussed
bf SNIE Bank Limited from the active privatization program. The meeting, after a detailed discussion constituted
tee under the Ch:lirm:mr‘-]up of the Finance Mintster (FM) and representatives from SBP, SECP, Finance Division
'lﬁ'f.:siT:itm Division to evaluate alternative options for proceeding further. Meetings of the Sub-Commirtee of
re held on March 08, 2022, on July 04, 2022 and on December 02, 2022 on Restrueturing and Way Forward for
hk Limited. FM observed in the meeting held on December 02, 2022 that it could not be privatized when irs
condifion was not that peor and now with its negative equity and other adverse indicarors, there would be no
buyer. 1t was decided that meeting of CCol may also be held next week o delist SME from Privatization
ne list. The Cabinet Committee on Privatization (CCoP) meeting was held on December 26, 2022, wherein
dated December 24, 2022 submitted by the Ministry of Privatization regarding delisting of SME Bank from
1on programme was approved, to enable Finance Division and SBI to proceed further in the marter

n its meeting held on March 17, 2023 approved Winding Down Plan for SME Bank as a way forward. In
o 3OS call of the President / CEO, given vide letter No. SMEB: HO: P&CEO: 23/13 dated March 15, 2023,
ent of Pakistan extended support of Rs. 5.557 billion for making payments of customer deposits. As at reporting
4% of allocated funds has been paid to the depositors, Morcover, Borrowings under repurchase agreements with
: been adjusted with Banks investment in lederal Government Securitics. Furthermore, 08 SMIE branches and 01
ce has been closed.
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e current perind, the Bank had incurred a ner loss of Rs. 2.215 billion (Seprember 30, 2022: Rs. 0.957 billion),
1 the accumulated losses of Rs. 10179 billion (December 31, 2022: Rs. 7.964 billion). As at reporting dare, the

of the Bank had exceeded its total assets by Rs, 7.577 billion (December 31, 20220 Rs. 5.365 billion),
continue crosion of the Bank's equity. This indicated the Bank's madequate capacity o ensure timely
uc to cash inadequacy, the Bank was unable to meet the staturory solvency requirements of 4 minimum
of Rs, 10,00 billion and a Capital Adequacy Ratio (CAR) of 108, As a result of contmued stressed financial
Bank's eredit rating had fallen from B negative (single B-) to CCC. Based on the operational resules, the
Pakistan (SBI) had granted exemption from meeting the MCR and CAR up to December 31, 2019, or

g/ privatization, whichever came carder. This exemption was subject to the submission of a conerete plan from
ry of Finance (MoF) to provide a firm commitment to inject the required amount of capital funds into the Bank

did not materialize by March 31, 2020. These conditions indicated the existence of material uncertainy that
doubt on the Bank's ability to continue as a going concem. Therefore, it might not have been able 1o

assets and discharge irs liabilities in the ordinary course of business. To address this situation, the Government

jol), being the majority sharcholder with 93.88% sharcholding in the Bank, mitiared the process of
'he Mal, through its letter No. F.3(27)IF-111/2005-185 dated Vebruary 26, 2020, informed SBP thar the
rocess was likely ro be completed within three to four months and requested an extension of the relaxation
equirements uniil June 30, 2020. Subsequently, the Bank, in irs latest letter No. SMEBL: HO: CFO & C5:
5762 dated September 30, 2022, requested SBP to allow exemption from MCR until Junc 30, 2023, or until
n of the Bank, whichever came earlier. The Mol and the management of the Bank were hopeful of a
ponse as SBP had not objected to the non-compliance of MCR. Furthermore, the process of privatization
i been described in Note 6.1 above. However, based on the support from the Mok, the management of the
that the usge of the going concern assumption in the preparation of these unconsobdared financial
appropriate. Therefore, they prepared the financial statements on a going concern basis, In response to
he President / CEO, which given vide letter No. SMEB: HO: P&CHO: 23/13 dated March 15, 2023
f Pakistan extended supports of 5.557 billion for making payments of customer deposies, On March 27,
Ade letrer Ne, BPRDY (R & PD)/ SV 2023/ 2443 mformed thar the funds amountng of Rs. 5.557 billion
rovernment of Pakistan had been eredited into bank account of SME Bank Limited mamramed with SBP.
its meeting held on December 26, 2022 approved delisting of SME Bank from Privanzanoen List and
neeting held on March 17, 2023 approved Winding Down Plan for SME Bank as a Way Forward. Based
blic sector bank, which more than 93.88% shares are owned by Government of Pakistan and support from
ng payments of Customer deposits, the management of the bank believes that the use of gomg concern
preparation of these unconsolidated financial statements is appropriate and, therefore the same have been
going concern basis. The appropriate assumption preparation of the unconsolidated Finaneial Statements
ding on December 31, 2023 shall be considered accordingly,




SME BANK LIMITE
Notes to the Unconsol dath Condensed Interim Financial Statements (un-audited)

For the nine months ended September 30, 2023
(Un-audited) (Audited)
September 30, December 31.
2023 2022
7. CASH AND BALANCES WITH TREASURY BANKS Note (Rupees in "000)
In hand
Logal currency 1,735 157,277
In fransit - local| currency = -
With{State Bank gf Pakistan (SBP) in:
Lokal currency turrent accounts 10,356 429,842
I
With{ National Bahk of Pakistan in:
Lofal currency purrent accounts 1,372 21,839
Prizg bonds ~ 278
13,463 609,236
8. BALANCES WITH OTHER BANKS
In Pakistan:
(1) current accgunts 500 500
On) deposit accpunts 12,599 10,807
Provision for dpubtful balance with a bank 8.1 (10,000) (10,000)
3,099 1,307
8.1  Partjculars of provision for doubtful placement with a bank
Opehing balance (10,000) {10,000y
Chayge for the yepr - -
Revgrsals . -
Closing balance (10,000 (10,000)
Proyjision for doubtful balance is in respect of deposit of Rs. 10 million (December 31, 2022: Rs. 10 million) with
Indys Bank Limifed which is under liquidation.
(Un-audited) (Audited)
September 30, December 31.
2023 2022
2. LEWNDINGS TO FINANCIAL INSTITUTIONS (Rupees in '000)
Call money lendipgs - .
Repfichase agregment lendings (Reverse repo) 600,000 -
600,000
9.1 PARTICULARE OF LENDING
TIn Igecal currency 91.1 600,000
600,000 :
9.1.1 Thiq Reverse Repo lending with SBP carrying markup rate @ 21.00%

maty

irity period (]

|
1 day (December 31, 2022: Nil).

o (December 31, 2022: Nil) per annum and has
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SME BANK
Notes to the
For the nine

LIMITED

months ende

Uncons olidated

Condensed Interim Financial Statements (un-audited)
d September 30, 2023

11.3 Adva

perfofming s tatus

Category of Clas s

Dom

Chthed

Subste

Doulittul

Loss

10.41 This

Rs. 179.762 mullion

11.4 Paru

Openuyr balance

Char
Char;
Reve

Amo
Reve
_'\ I

Closy

11.4.1 Gene

portt
Tha
meety

11.4.2

&

borr

Sincd
2023
Rs. 4
taker

11.4.3

11.4.4 Part

In Lo
1n fi

nces include

estic
Assets Bspe

ancdard

nclude non p

culars of pro

oe/(Reversa
re for the pen

sal for the pe

pots writte n o
sal of provisi
hnts charged

1 balance
ral provision

slio.

represent cha
g held on M
wers through

the SME Bat
in order 1o
3,896 as ar
against provi

culars of prof

Cal currency

e © LI.'l'L‘t:.nC

iﬂll}'

'l'f('J

)

ruod
mno

vff

l]EI.‘i

wed
arch

kL
cpre

10on

=

Rs.

fica

& R

d/y

ne 3

ion

NMentioned

isiop against advances

i

year 1141

Ctransferred |‘luf1’f(>]ih
11.4.2

visigns against advances

Note

10.4.1

5,448.416 million (December 31, 2022: Rs. 5,063.892 million) which have been placed under non-

as dietailed below:

(Un-audited) {Audited)
September 30, 2023 December 31, 2022
Non Non
Performing Provision || payf, rming, Provision
Loans Loans

(Rupees in '000)

44,440 4,444 3,190 .
127,026 31,757 2477 128
236,803 118,401 10,944 -

5,040,147 5,040,149 5047281 4,993,704
15448416 5,194,751 5063892 4,993,832

September 30, 2023 (un-audited)

ming loans and provision of Rs: 564.830 mullion and Rs: 311.163 million rr:.‘;pc.(:li\r'l:l_\_‘ (December 31, 2022:
109700 mullion) re latiu;__l; to SME portfolio.

December 31, 2022 (audire d)

Specific General Total Specific General Tatal
(Rupees in "000)

4,993,832 29 4,993,801 5221619 884 5222503
210,228 2 210,230 14,613 25 14,638
(8,765) (13) (8,778)|  (55,140) @s0)|  (56,020)
201,463 (1) 201,452 (@0,527) (855)  (41,382)
(544) - (544) (3,567) s {3,567)
- - - (183,693) (183,693)
5,194,751 18 5,194,769 4,993,832 29 4,993,801

been recorded at the rate of 1% (December 31, 2022:

September 30, 2023 (un-audited)

%) of unsecured performing small enterprises

off SME portfolio in default for the last 10 years & above had 100% provision, BoD approved in its 116th
05, 2022, Chm'ged off these loans does not mean cessation of the Bank's right to recover 118 money from
litiggtion or any other way.

. under the Phase of winding down process approved by Federal Cabinet in its meeting held on March 17,
ent realistic position of provision against bad & doubtful debts the accumulated impect of FSV benefit of
0, 2023 million avaled has been derecognised. As of the current reporting date the effect of FSV benefir
s agpre gated to Nil (December 31, 2022: Rs. 59.361 million).

December 31, 2022 (audite d)

Specific General Total Specific General Toral
{(Rupees in '000)

5,194,751 18 5,194,769 4,993,832 29 4,993,861

5,194,751 18 5,194,769 4,993,832 29 4993861
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‘or the nine nj
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nsolidated Condensed Interim Financial Statements (un-audited)

onths ended September 30, 2023

(2.1

211

12.1.2

2.2

12.2.1

13.

13.1

13.1.1

14.

14.1

(Un-audited) {Audited)
September 30, [December 31,

2023 2022
Note (Rupees in '000)
FIXED A$SETS
Propefty agd equipment i 10,139 14,334
Right pf usp assers 122 - 365976
10,139 380,310
Propdriy and equipment
Net bpok yalue at the begnning of the pc:'iodf!.—'tﬂr 14,334 11,556
Additfons 1,884 7,257
Dispagsals (1,108) -
Deprdciatign (4,971) 4479
MNet bbok yalue at the end of the period/year 10,139 14,334
Additions|to fixed assets
Following pdditions have been made to ficed assets during the period /year:
Propérty qnd equipment
Leasehold improvements 1,884 200
Furnifure gnd ficoure - 17
Eleenfical dffice and computer l:l_]uipmcnl - 6,940
1,884 T.257
Dispgsals|of fixed assets
The det bdok value of ficed assets disposed off during the period /year is as follows:
Leaschold pmprovements - -
Bulding of freehold land -
FFurnifure dnd fixture (13)
Llectfical dffice and computer equipment (1,095)
Vehidles - -
(1,108) -
Right of use assets
Openting ner book value 365,976 412,684
Additions fadjustment (333,469) 1,102
Depriciatipn (32,507) {53,810
Closigg ney boolk value - 365,976
Since|winding down plan of the SME Bank Ltd is in process, thurcf(zln- the management foresees amortization as
per IPRS |16 regarding Right of Use of assets (Rented Premises) might not be possible. In lieu thereof the
Manaeemdnt decided to derecogniee the impact of lease liabilities and right of use of assets under TFRS 16 and
reclassified the Lability as a shore term lease. Recognized rent expense as per rent agreement of the rented
premijses.
(Un-audited) {Audited)
September 30, December 31,
2023 2022
INTANGIBLE ASSETS Note {Rupees in '000)
Computer|Software 13.1 - 779
Computep Software
Net ook palue at the beginning of the period/ year 779 1,455
Additions - 230
Disppsals = .
Amottizatjons (7‘?‘9) {906)
Net Book palue at the end of the perind/year B 770
Sincd{ the [process of winding down has already been started, Ihcre!fnrc, the Management has decided to fully

amontize 1

DEHK

Defe
Defe

The
bene
off ¢
been
dere

ERE
rred
rred

Fank
fits ©
L pl'
star

oni

wangible assets amounting to Rs. 0.223 Million in the ﬁnnn{%ml statements.

tED TAX ASSETS - NET
tax assel - 1,165,977
tax (liability) = 91a)

- 1,165,061

has recognized the deferred fax asset which represents managements best estimate of the probable
pected to be realized n future years in the form of reduced tax liability as the Bank would be able o ser
ofits earncd in those years against losses carried forward. Since the winding down process has already
ed, it 15 unlikely that the deferred tax asset could be realized. Therefore, Deferred Tax Assets is
ved i these Financial Statements. I




SME BANK LIMITED

Notes tq the Unconsolidated Condensed Interim Financial Statements (un-audited)
For the fiine monthy ended September 30, 2023

15.

151

15.2

155

VS ST, NS T T

ts. 3,876.985 mi
ortfolio.

[his includes fthe

.0 W T R = S - -, N |

BI”’s share 1 pr
dated February 1
and Rs. 152.54 m1

2023,

This mnclude Rs. 1
for acquiring | Bus
ecurity m a defay
ssued by the| Hig|
une 2015 angl sull
Sank to adjusdt the
he borrower, sus
n Aprl 19, P01

Court on Jung 30
24 2016, ownersk
hf SME Bank Lt
ourt after hearin

{(Un-audited) (Audited)
September 30, December 31,
2023 2022

OTHER ASSETS Note (Rupees in "000)
Income/markfup gccrued in local currency - net of provision 15.1 54,346 70,019
Advances, depositg, advance rent and other prepayments 11,266 19,569
Advance taxation { net 15:2 228,222 231,211
Advance tax againgt Sales Tax & FED 5,665 5,665
Non banking fsseq acquired in satisfaction of claims 153 147,066 147,066
Due from bedevolent fund- unsecured 8,580 8,487
Receivable fram NBP 6,130 4,986
Heceivable frgm sqibsidiary company ; 119 6,548
Branch adjustmen| account 376 -
Heceivable frdm Hquity Participation Fund 4,146 4,146
Trading right entitfement certificate 15.5 - 21,560
Receivable frgm Speedway Fondmetall Pakistan Limited 19,640 19,640
Heceivable against| factorized portfolio 5,148 5,148
(Pthers 36,182 36,482

526,886 580,527
Iless: Provision held against other assets 154 64,232 83,815
(Pther assets (het ¢f provision) 462,654 496,712

'he balance Bas Heen arrived at after adjusting interest in suspense of Rs. 3,926.500 million (December 31, 2022
illfon) which includes Rs: 132.844 million (December 31, 2022: Rs. 83.253 million) relating ro SME

ffect of refunds aggregating to Rs. 232.599 million (2021: Rs. 232.599 million) due from FBR. In

espect of tax|yeads 2003 and 2004 the tax authorities disallowed the Bank’s claims for provisions for bad debts and

fits of the Bank. Subsequently, the Appellate Tribunal Inland Revenue (ATIR) through its order
. 2011 has ruled in favor of the Bank which results in creation of refunds of Rs. 80.059 million
lion for tax years 2003 and 2004 respectively. Thereafter, against the referred judgement of ATIR

the tax authgritigs filed references before the Islamabad High Court which was fixed on January 11, 2021.
However, the Isldmabad High Court has decided in the favour of Bank through its judgement dated March 28,

38.6 million (December 31, 2021: Rs. 138.6 million) being the successful bid made by SME Bank
galow No. 45, Block-C/3, Gulberg 111, Lahore {jthc Property) mortgaged with the Bank as a
Ited loan and Rs. 8.47 million pertaining stamps/stamps duties for registration of sale certficate
h Court to SME Bank (Auction Purchaser) of rhezl’roperrj.-'. The aucton was carried our on 30
sequently the Honorable Lahore High Court through its decision dated 14 July 2015 allowed the
bid price against its cutstanding dues from the borrower against the finance facilities exrended o
bended mark-up and cost of funds. Thereafter the auction was also confirmed by the High Court
after hearing objection raised by the counter party. The sale certificate was issued by the High
2016 and the same has been registered with concerned registrar on July 28, 2016. On November
ip of the Property in the record of Excise and Taxation Department has been transferred in name
. The Bank applied for possession of the acquited Property, which has been accepted by the
b both the partes.

Dn 24 June 2019
lebtor submifted
he Legal heits als
bf REA 635/]13 w
lon’ble Lahgre |
he Hon'ble l.ahal
['he learned Judg
for arguments m
romphance of wa
ret the possdssio
However, due to
rnded over fo tl

the sponsor of the case died and thereafter on 20 August 2019 the legal heirs of the judgement
an objection petition for release of the Property which was turned down by the court. Meanwhile,
o approached High Court and submirred a Civil Miscellaneous application (CMA) for restoration
hich had been already decided ex-party in favor of the Bank. The same was also dismissed by the
ligh Court, Lahore vide Order dated 28.02.2022. Consequently, the main file returned back from
re High Court, Lahore to Banking Court whereby execution proceedings restored on 12.03.2022.
e Banking court while giving equal oppormnities to the opponent counsel adjourned the mateer
ny times and finally afrer hearing arguments advanced by the Counsel of the Bank apropos to
rrant of possession passed Order dated 14.09.2022 with the direction to concerned authorities to
v and handover the property in question to decree holder Bank under intimation to the Court.
non-availability of Police force to the bailiff, the possession of the smd Property could not be
e Bank so far, The next date of hearing in banking court is November 03, 2023,




SME BANK LIMITED

Notes td the Unconsolidated Condensed Interim Financial Statements (un-audited)

For the

nine monthg ended September 30, 2023

15.4

14.4.1

15.5

3
1

.

(With referende to
hat;

etilement with
Corporatzation,
nd one Trading
nd Islamabad St
Rs. 21.560 millior
rompany for trad)
o fulfill the nequi
fct, the Bank's 1o
roncerned agtho
However, ndithe
Resultantly, $BP
[REC in the |Fing
n light of the 4
TRECS) for [Rs. ]

The title of sajd property is under the process of transfer in the name of SME Bank Ltd. in the records of LDA, n
this regard the Ba
Ieed in the Bank’ .
dated November 11, 2022 the market value of the Property was Rs. 206.113 million.

ik has filed the documents as desired by the LDA including the certified copy of previous Sale
s favour on October 07, 2023 for further processing/verification. As per latest valuation report

(Un-audited) (Audited)
September 30,  December 31,
Brovision held against other assets 2023 2022

(Rupees in '000)

Advances, depositg, advance rent & other prepayments 4,477 4,477
Receivable fram Speedway Fondmetall Pakistan Limited 19,640 19,640
Recetvable agiunst|factorized portfolio 5,148 5,148
(Diher recervables | SME Portfolio | 12,238 10,228
Legal charges |recqverable from borrowers - SBFC & RDFC | 22,621 22,653
Trading right entiflement certificate - TREC - 21,560
Dthers 108 109
64,232 83,815
Movement in provision held against other assets

(Opening balapce 83,815 117,919
“harge for the petiod 3,052 2,746
Reversals for the period (1,043) (8,051)
2,009 (5,305)

Transferred 1o NBP (32) (5)
Amount written offf/charged off (21,560) (28,794)
Closing balange 64,232 83,815

Trading right entitlement certificate -TREC

Trading Right Entidement Certificate (TREC), SBP inspection report dated June 30, 2017 srated

SME Bank acquired membership cards of Islamabad and Lahore Sitock FExchanges (ISE and LSE) as a resulr of

borrowers in the year 2011. In accordance with the requirement of Stock Exchange
Demutualization and Integration) Act 2012 during the year 2012, the bank received equity shares
Fintitlement Certificate (TRECs) each in lieu of ns ;mcmb&:rshjp cards in Lahore Stock Exchange
ck Exchange. The value of these TRECs recorded in books of accounts of the bank amounted fo
in other assets. As per requirement of the stock exchange the bank has to establish a brokerage
ng purposes till August 26, 2014 1o avail the benefirs if these TRECs. However, bank was unable
rements of establishment of Brokerage Company till the cutoff date. Pussuant to provisions of the
hding rights in LSE and ISE have lapsed on :\ugusﬁ 26, 2014. As per bank they were perusing the
ities for the re-instatement of these rights and had put the same in sub-standard category.
any breakthrough had been achieved nor thede rights were sold or materialized in cash.
transferred 1t to loss category.” Accordingly, SI\[E Bank Ltd booked 100% provision against
ncial Statements for the year ended December 31, 2017
bove and winding down process of SME bank ET,rd, Trading Rights Entitlement Certificates
P1.560 Million have been written off in the ﬁnancial%smr&mcnrs.
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16.

16.1

17.

17.1

17.2

17.3

18.

18.1
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Outside Pakistan

Thi
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Inl

In i

Thy

and
Th

(RE
ant

nv

DE

Cu

]

Fir

i

Gd
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Under Moder

‘H

includes am

ured
rowing from

Under Financ

state Bank of

pcal currency

having matu

S€ 1'-.:1.‘11:(:5;:111‘
PO n the 1

UM iy

vernment of
ar reporting d

LS PAYABLE

RROWINGS

urchase agreemen

oreipn curreng

hisat

Pakiftan

Financial Insdrundns

B

L

vrate|Bank of Pakistan

borrowings

ity geriod upto 7 years,

ng facility for storage of agricultural produce
o of small and medium enterprises

prrowings with respect to Currencies

estment of the Bagk in Government securities.

POSITS AND OTHER ACCOUNTS

Note
16.1

-
=] =l
o b2

unt pof stale bills payable Rs. 21.528 million (December 31,2022: Rs. 30.799 million).

{(Un-audited) (Audited)
September 30, December 31,
2023 2022
(Rupees in '000)
42,543 65,390
42,543 65,390
83,528 47,810
27,620 33,831
111,148 131,641
- 3367714
- 3,367,714
111,148 3,499,355
111,148 3,499,355
111,148 3,499,355

se are sceured aghinst demand promissory note and carry mark up rate of 2.0% per annum payable on quarrerly basis

trapgactions with fnancial insttutions for sale of Government Securifies under re-purchase agreement
ater [bank money market at mark-up rates ranging from nil {(December 31, 2022: 16.24% to 17.00%) per
peripd nil (December 31, 2022: for period upto three months). REPO transactions are secured against

September 30, 2023 (un-audited)

December 31, 2022 (audited)

In Local In Foreign Total In Local In Foreign Toral
Currency Currency | Currency Currency
(Rupee+ in "000)
stomers |
Current deposits 50,027 - 50,027 1,212,304 1,212,304
Savings deposirs 1,349,221 - 1,349,221 || | 3,707,884 3,707,884
[erm deposits 578,885 s 578,885 2,768,090 2,768,090
Jthers 10,386 - 10,386 l 80,941 8 80,941
1,988,519 - 1,988,519 7,769.219 7769219
1ancial Instifutiops |
Current deposits - - - ' 19 19
Javings deposirs 659,046 - 659,046 635,930 635,950
Term deposits - - - 67,300 67,300
ithers - - - | - - -
659,046 - 659,046 703,269 703,269
2,647,565 - 2,647,565 8472488 = 8,472 .488

Pakistan - Mol extended liquidity support of Rs. 5.557 billion for making payments of customer deposits.
ate, 15.84% of allocated funds has been paid to the Cllslt)41¢m depositor.




SME BANK LIMITED

Notes to the Unconsolidatdd Condensed Intetim Financial Statements (un-audited)

For the nine,months ended|September 30, 2023

(Un-audited) {Audited)
September 30, December 31,
Note 2023 2022

19. OTHER LIABILITIES (Rupees in '000)
Mark-up/ return/ ifitergst payable in local currency 109,195 207,044
Unearned commission ¢n guarantees 116 6,203
Accruedl expenses 34,772 16,754
Sundry fcreditors 19.1 101,195 100,984
Branch|adjustment pecqunt & 2,054
Payabld against employges' benefit plans

Defined benefit pension 377,954 358,708
Defined benefir finded gratuity scheme 10,176 11,866
Unfupded compénsated absences 86,538 82,186
Security deposits againsf lease 280 280
Leased [liability against tight of use assets 19.4 - 526,856
Employees' VSS payments withheld 12,076 12,076
[ncome tax withheld payable 20,767 19,098
FMGP|funds - Gol 19.2 5,557,213
DPC - reimbursements|of protected deposits 193 280,206 -
Others 1,527 75T
6,592,015 1,345,860

19.1 This include Rs. 90.613% million (December 31, 2022: Rs. 90.615 million) payable to SBP/MoF representing the leftover
funds qfter settlemént df VSS-2009 payments.

19.2 In resppnse to SOS| calllof the President/CEO of bank vide letter No. SMEB: HO: P&CEO: 23/13 dated March 15, 2023
Government of Pakistan (MoF) extended supports of 5.557 billion for making payments of Customer deposits.

19.3 Reimbursement made by Deposit Protection Corporation (DPC) to SME Bank shall be recorded as liabilities towards
DPC i accordancg with secton 21(8) of the DPC Act, 2016.

19.4 The winding down| plap of SME Bank Ltd. 15 in process, due to this management foresee that the amortization as per
IFRS 16 regarding Right of use of assets (rented premises) might not be possible. Therefore, Management decided to de-
recognized the impact gf lease labilities and right of use of assets and recognized rent expense as per rent agreement of the
rented premises.

(Un-audited) (Audited)

20. SURPLUS/(DEFICIT) ON REVALUATION OF ASSETS SEP‘?;‘;;’ & = C"'f:;‘lz’,f‘ 3,

(Rupees in '000)
Surplus/(deficit) on revfaluation of available-for-sale securities

- Fed

- Lis

Deferr

- Feq
- Li

15

eral Govern

ed compani

ed tax on su

eral Govern

ed compani

Ier

es /1

plu

TTLCT]

es/1

t securities
wtual funds
/(deficit) on revaluation of available-for-sale sec

t securtties

nutual funds

. (1,381)
3,387 2618
3,387 737

urities
- (916)
3,387 (179)
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21

211

21.11

212

21.21

21.2.2

21.2.3

21.3

- Guarantees

- Other cont

Guarantees

Financial gu

=

This include

million).

- forward go

- forward ler

Other comm

Sale and

Bills for colle

a)  Claims
RDFC.
b)

related

tavoral

CONTINGENCIES AND COMMITMENTS

- Commitments

ngent labilities

antges
Performance guafantees

Other guarantees
exy]

Commitments

Commitments
rernment securities transactions

ding

Commitments fdr acquisition of:
- operating fixed

- intangible dsset

rm

repurchase agreements
Commitments in respect of forward lending
Undrawn fa

Commifmenpts to extend credit
Other com]nitrnents
I

Payable in Hakistan
Other conting

ot

Tax deman
o
the Bank. However tax authorities have filed appeal before
the deqisio
admudicptior
le o

effect in th

respect of:

assers
o

nts

Calities

on

=nt liabilities

acknowledged as debt from various borrowers

s of Rs. 612.707 million raised by the Income Tax
S5 staff cost (tax year-2005) which has been decide

of the Commissioner Income Tax {(Appeals) whig
. The management of the Bank strongly believes
wcome and therefore no provision has been ma

unconsolidated financial statements.

ired letter of guarantees/performance aggregating

Note

211
| 212
21.3

21.11

2121
21.2.2

21.2.3

Commitments in respect of forward government securities transactions

of defunct

v Authorities
d in favor of
VIR against
h is pending
and expects

de for these

(Un-audited)

September 30,

2023

{Audited)

December 31,
2022

(Rupees in "000)

14,576 260,245

i 3,557,269
1,094,439 1,180,924
1,109,015 4,998.438
14,576 260,245
14,576 260,245

to Rs. Nil (December 31, 2022: Rs. 60.558

3,382,447
157,292

17,435

95

3,557,269

3,382 447

140,292
17,000

157,202

95

1,094,439

1,180,924

31,860

612,707

31,860

612,707
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ted Condensed Interim Financial Statements (un-audited)

i)

1D

The Bank aj
the appellatg
Her of the taxation officer, resulting in taxable ingome of Rs.
on and rax liability of Rs. 52.932 (payable amounting Rs. 6.163
i adjustment of credit for taxes paid/ suffered at source

aside the or
151.234
million (afte

amount

Without pre
demand| ag:
CIR hag beg

year 2009

DCIR
which was
22-Mayt201
obtained an
Bank's
evidences a
order in Ap
filed 2nd ap
also sulbymit
The tax dsg
Commussion]
the facts rd
March D3, 3
in the dase

a1se

plea

these uncon

The taxatio
withheld anj
the Tak Y
was not de
Supreme C
Inland Rewv

Was nof 1mna

The Officd
21.171 il
Ordmance,
submitted s
with sty a
referred se
The O
for the| tax
(Appeals),
fresh proce
appeal |effe

barred

tfice

mulll

ng Rs. 46.768 million) against the declared tax loss o
thousand agd tax lability of Rs. 4.249 million for the tax

deain amended to Rs.198, 528,541/~ vide Order #

order of the Commissioner (Appeals), who ha

nst refunds available for tax year 2009. Applicati

H tax demand for the tax year 2010 for Rs. 211

B u/s 221, stay against from Islamabad High

peal in ATIR on 27-Feb-2014 and rectification apy
ed with CIRA on 24-Feb-2014 no decision has be

vealed by the consultants vide letter # I'T/1156
015, the management strongly believes for favora

solidated financial statements.

bosited upon advice of the legal advisor due to 5
urt of Pakistan. The case is pending before Appell
tnue and the provision of default surcharge Rs. 3
He ipso facto.

it Inland Revenue, 1'TU, Islamabad created dem
on for tax vear 2016 under section 161/205 of the
2001. After rejection of the first appeal by CIRA
econd appeal before Appellate Tribunal Inland Re
bplication to keep the recovery proceedings in al
ond appeal has not vet been fixed for hearing.

- Inland Revenue, LTU, Islamabad 1ssued an order
vear 2013. The Bank filed an appeal before the C
ho has remanded the case back to assessing offig
eding have been replied no further action on the r
-t proceeding u/s 124 of the ITO, 2001 has now

nd the income tax department have filed cross app

H also appeal was filed with CIRA-II who partly
in the case and remanded it back to DCIR for ve
nd opportunity of hearing the Bank for certain issues vide his
peal # 968/2013 dated 07-Jan-2014. Parallel to th

partment has also filed an appeal with the AT
er (Legal) vide their letter # 249 dated 7-Mar-201

ind therefore no provision in this respect has been

n officer created aggregate demand of Rs.53.674
ount of Rs.17.598 million from VS5 payment of et
bars  2003-2004 -2005-2006-2008-2009-2010-2011+

eals against
d partly set

Rs. 23,489
vear 2008.

udice to the appeal, the Bank has offered adjustment of said

on with the

i submitted to adjust the tax demand against refund of the tax

716 million
11/40 dated
Court was
ccepted the
rification of

at Bank has
lication was
n made yer.
TR through
4. Based on
2015 dated
sle outcome
recorded m

million for
nployees for
2013 which
tay order of
ate Tribunal
076 mullion

and for Rs.
Income Tax
he Bank has
venue Hl()llg

eyance. The

u/s 161/205

DMmissioner

er, notice to

csponse, The
become time

(Un-audited) (Audited)
September 30,  December 31,
2023 2022

(Rupees in "000)

- 6,163
198,529 198,529
36,076 30,076
21,171 21,17

- 18,063
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Notes to the Unconsa
For the nine months ¢

h)
|
|

)

i)

k)

I

The Officer
for the mx y

impugngd o1
1s pending f

requested to

The Officer
1-2C
rax demand
ordered |the
dated April

vear 200

been dedaid

Sales Démar
the year 2(
Against | the
3,743 millio
entire Amou
ck

been imitiat

cases by

questioned
created | for
during prod
payments o
to avail| stay
before App
remanded T

exits.

The Office
million | for
Ordinance,
Meanwhile

proceedings

Back benefi]

Inland Revenue, LTU, Islamabad issued an order u
ar 2017 without serving proper notices. An appeal

d in favour of the Bank dated 03-Oct-2023

)8 & 2010 respectively during proceedings of

1 respectively were made to avail stay against

d ver. Furthermore, sales tax amounting Rs. 1
the perod Jan-Dec 2009 and Jul'2011-Jun'2012
F Rs. 0.577 million & Rs.1.045 million respectively
against recovery of entire amount. Both appeals

llate Tribunal Inland Revenue for fixation of he
ack the case for tax year 2008 & 2010 therfore,

the tax year 2016 under section 122(5A) of the

stay 1s also granted in the instant case to keep
in abeyance,

ks and claims of staff/employees under litigation.

Inland Revenue, LTU, Islamabad made an assessn
2 vide order dated June 20, 2005 of Rs. 590.667 million and a
of Rs. 118.721 million which was contested in ATIR which
appeal in Bank's favor vide Order no. ITA No.837/IB/2006
)5, 2007. Tax department has filed income tax reference with
the Islamabad High Court having no. I T.R. 48 of 2007 where

ds of Rs. (0.791 million and Rs. 17.098 million were
said demands advance payments of Rs. 0.299 mill

nt. Appellate Tribunal Inland Revenue has rem
o the Commussioner for fresh proceedings, whid

gaint which Rs. 1.518 million and Rs. 1.045 n

cedings of sales aundit. Against the said deman

r Inland Revenue, LTU, Islamabad demand of]

2001, An appeal is pending before Commissione

/s 161/205
against this

der has been filed before the Commissioner (Appeals), which
br fixation, Without prejudice, the tax department has been
adjust the tax demand with the available income tax refunds.

went for the

he case has

created for
sales audit.
1on and Rs.
recovery of
anded both
h have not
708 million
nillion were
respectively
1ds advance
were made
are pending
aring. ATIR
no demand

Rs. 16.939
Income tax
r (Appeals).
he recovery

(Un-audited)

September 30,

2023

(Audited)

December 31,
2022

(Rupees in '000)

38,723

118,721

993

16,939

18,720

38,723

118,721

20,452

16,939

60,920
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Notes to the Unconsol

For the nine months ended September 30, 2023

Hlated Condensed Interim Financial Statements (un-audited)

22. MARK-UP/ RE

(On loans and ad
Extended

Employees

Financial In

On investments in

Available fe
Held to/ ma

ances to Customers

by

Defunct RDFC & SBFC
SME Bank Limited

r sale securities

urity securities

On deposits with financial nstitutions

Lendings to finar

23.  MARK-UP/ RE

lig_)n deposits
On securities sol
(;311 SBP R{:f_!:ﬂﬂll
Brokcragc and ¢
B:mk charges

24.  FEE & COMM

I;hanch banking
Card related fees
Credir related fe
Commission on
Commission on
Others

25. GAIN / (LOSS

Realised

Unreahised - helg

clal insttutons

e Scheme

mmission

ISSION INCOME

rustormer fees

'S
ruarantees

remittances

) ON SECURITIES

for trading

25.1  Federal Governgnent Secnrities - net

Shares

26. OTHER INCC

Gain on sale of
Fee on fund ma

Others

IME

hperating fixed assets - net

waged by the Bank -EPF

TURN/ INTEREST EARNED

stitution - SME Leasing Limited - a subsidiary co

TURN/ INTEREST EXPENSED

{ under repurchase agreements

Note

mpany

2
N

September 30, Seprember 30,
2023 2022

(Rupees in '000)

183,130 199,649
183,130 199,649
1,060 1,729
s 16,247
184,190 217,625
156,654 337,018
173 763
156,827 337,781
260 217
78,509 401
419,786 556,024
500,237 532,969
151,150 324,925
1,593 1,564
129 1,023
171 107
653,280 860,588
1,030 2,226
181 322
620 991
7,339 6,565
11 29
17 18
9,198 10,151
(927) (2,545)
(927) (2,545)
(927) (2,545)
(927) (2,545)
7,953 :
19

7,972




SME BANK LIMITED

Notes to the Unco
For the nine montl

wsolilated Condensed Interim Financial State
s ended September 30, 2023

ments (un-audited)

27,

OPERATING EXPENSES

Total compensation expense

Property expense

Rent & takes
Insurance
Utilities cpst

Security (fnclL ding guards)

Repair & mai
Depreciation
Others

Information

tenance

technology expenses

Software mafitenance

Hardware ma
Depreciation

Amortzation

ntenance

Network ichatges

Others

Other opera

Directors' feg

ing expenses

Legal and prqfessional charges
L= “

Outsourced 4
Travelling an
NIFT clearin
Depreciation
Training & d
Postage & co
Communicat
Stationery an
Marketing, a
Donations

Auditors! ren

Vehicle muinn

Entertainment

Subscription

ervices costs
 convevance

b charges

velopment

nrier charges

Ons

H printing

vertisement & publicity

IUneraon

ng and maintenance

books and newspapers

Deposits prefnium

Others

s, allowances and other expenses

September 30, September 30,
2023 2022
(Rupees in "000)
566,288 530,077
13,591 5,395
670 2,196
24,288 25,555
14,456 17,434
4,199 5,782
33,002 40,959
90,296 97,321
4,969 4,154
1,027 1,816
2,195 s,
779 675
7,313 12,423
300 431
16,583 20,272
5,339 2,130
2,571 5,763
19,440 21,012
1,346 1,905
1,514 2196
2,191 1,867
14 691
612 511
2,864 3,297
2,613 4421
985 936
647 783
4,970 4678
1,640 1,658
2,941 2,793
3,333 3,949
534 623
53,554 59.213
726,721 706,883




SME BANK LIMITED

MNotes to the Unco
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2Z8B.

29.

30.

31

OTHER CHARGES
Penalties imppsed by the State Bink of Pakistan
Right of use assets - unwinding of present value

PROVISIONS & WRITE OFFS - NET

Provisions/ (rpversals) for diminution in value of mvestment

Provisions/ (rpversals) against loans &advances
Other provisipns (reversals) / write offs:
Provisions/ (rpversals) against other assets

Bad debts wrftten off directly

TAXATION
Current
Prior periods
Deferred

BASIC/ DILUTED LOSS PER SHARE
Net loss afteq tax for the period

Weighted avdrage number of ordinary shares

Basic/ dilutefl loss per share

There is no dilutive effect on the basic earning per share of thy

September 30, September 30,
2023 2022

(Rupees in '000)

- 5
(137,901) 51,030
(137,901) 51,035

34,456

201,452 (5,753)
2,009 (3,7500
237,917 (9,503)
5,351 8,504
1,165,977 (95,393)
1,171,328 (86,889)
September 30,  September 30,

2023 2022

(2,215,316)

(Rupees in '000)

(957,413)

Number of shares

239,250,700 239,250,700
Rupees
(9.26) (4.00)

e Bnk.
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SME BANK LIMITED
Notes to the Unconsoli

For the nine months en

Hed September 30, 2023

lated Condensed Interim Financial Statements (un-audited)

33. SEGMENT INFORMA TION

33.1 Segment details w

The segment analysy

Profit & Loss
Net mark-up/retury
Inter segment reven
Nan mark-up,/ tetur

T'otal income

Segment direct expg
[nter segment expet

Toral expenses

Provisions

Loss before tax)

Balance Sheet

Cash & bank balan
Inyvestments
Net inter segment

Lending to financia

th respect to business activities

/profit
1€£ - net

n/interest income

nses
ses allocation

nding

institutions

Advances - Perfornjing

- Non-pey
Others
Total Assets

Baorrowings

forming

Déposits & other agcounts

Net inter segment |
Others
Total Liabilities

Equity

orrowing

Total Equity & liabjilites

Contingencies & Commitments

 with respect to business activity is as follows:

September 30, 2023 (un-audited)

Trading &

Commercial

Total
Sales Banking
(Rupees in '"000)
235,336 184,450 419,786
- 108,400 108,400
(927) 17,170 16,243
234,409 310,020 544,429
168,958 1,073,142 1,242,100
108,400 - 108,400
277,358 1,073,142 1,350,500
34,456 203,461 237,917
(77,405) (966,583) (1,043,988)
Trading & Commercial T
otal
Sales Banking
(Rupees in '000)

10,378 6,184 16,562
78,010 = 78,010
650,908 650,908

600,000 - 600,000
- 395,660 395,660

- 253,665 253,665
137,513 335,280 472,793
825,901 1,641,697 2,467,598
- 111,148 111,148

" 2,647,565 2,647,565
650,908 - 650,908
329,249 6,305,309 6,634,558
980,157 9,064,022 10,044,179
(154,256) (7,422,325) (7,576,581)
825,901 1,641,697 2,467,598
= 1,109,015 1,109,015




|

SME BANK LIMITED|

Notes ta the Unconsolidlated Condensed Interim Financial Statements (un-audited)

Fot the nine months enfled September 30, 2023

i September 30, 2022 (un-audited)
Trading & Commercial Total
Sales Banking
{Rupees in '000)
Profit & Loss
Net mark-up/retur/ profit 338,183 217,841 556,024
h:l.'t segment revenpie - net - 81,432 81,432
Ndn mark-up/terurp/interest income 1,474) 10,151 8,677
Total income 386,700 309,424 646,133
Segment direct £xpdnses 342,529 1,275,977 1,618,506
Inter segment expenses allocation 81,432 - 81,432
Total expenses 423 961 1.275.977 1,699 938
Provisions (9,503) {9,503)
Loss before tax ($7,252) (957,050) (1,044,302)
December 31, 2022 (audited)
Trading & Commercial Total
Salgs Banking
(Rupees in '000)
Balance Sheet
Cash & Bank balanges 429,864 180,679 610,543
Investments 4,085,290 - 4,035,290
Nét inter segment l¢nding 2,861,829 2,861,829
Lending to finapcia] mstitutions - - -
Advances - Perfornjing = 1,259,513 1,259,513
- Non-pefforming = 70,060 70,060
Others 838,425 1,204,434 2,042,862
Tatal Assets 5,303,582 5,576,515 10,880,097
Barrowings 3,367,714 131,041 3,499,355
Deposits & mh;er agcounts - 8,472 4588 8,472,488
Net ter segment HJorrowing 2,861,829 - 2,861,829
Others 369,889 1,041,367 1,411,256
Tatal Liabilities 6,599,432 9,645,496 16,244,928
Equity {1,205,850) {4,068,981) (5,364,831)
Tatal Equity & liabflities 5,303,582 5,576,515 10,880,097
Contingencies & Commitments 3,382,447 1,615,991 4,998,438
Agsumptons used:
- | Unallocatable qssets representing 3.49% (December 31, 2022: 1(.74%) of the gross assets have been allocated
to segments baged on their respective incomes.
- | Unallocatable habilities representing 6.52% (December 31, 2022: 4.52%) of the gross liabilities have been
allocated 1o segments based on their respective incomes.

33.2 Segment details with respect to geographical locations

Presently the Bank [does not deal outside Pakistan
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SME BANK LIMITED
Notes to the Unconsolidated Condensed Intetim Financial Statements (un-audited)
For the nine months ended September 30, 2023

35. CAPITAL ADEQUACY
The sk weighted assets to capital ratio, calculated in accordance with the State Bank's guidelines on capital adequacy 1s as
follows:
(Un-audited) (Audited)
September 30, December 31,
2023 2022

(Rupees in '000)

Regulatory capital base
Tier I capital

Sharcholders capital /assigned capital 2,392,507 2.392 507
Reserves 206,526 206,526
Unappropriated /unremitted profits (net of losses) (10,179,001) (7,963,685)
(7,579,968) (5,364,652)
Less: Adjustments
Goodwill/intangible Assets & 7740
[nvestment in cquity of subsidiary 46,810 80,748
Deficit on revaluagon of available for sale invesuments - 179
46,810 81,706
Total tier I capital (7,626,778) (5,446,358)
Tier 1 capital 18 29
Eligible trer 111 capital s
Total regulatory capital (a) (7,626,760) (5,446,329)
(Un-audited) (Audited)

September 30, 2023
Risk adjusted Book value
value value

(Rupees in '000)

December 31, 2022

Rusk adjusted

Book value

Risk-weighted exposures (Rupees in '000)

Balance sheet items:

Cash and other liquud assets 16,562 620 610,543 261
[nvestments/ lending to financial institutions 678,010 151,200 4,035,290 33,548
Loans and advances 649,325 471,434 1,329,573 811,546
Fixed assets 10,139 10,139 381,089 380,310
Deferred tax assets - - 1,165,061 1,165,061
Other assets 462,654 234,431 496,712 265,501
1,816,690 867,824 8,018,268 2,656,227
Off balance sheet items

Weighted Non-funded exposures 7,859 3,930 208,638 104,319
7,859 3,930 208,638 104,319

Credit nisk-weighted exposures (b) 1,824,549 871,754 8,226,906 2,760,546
harker sk 62,400 182,034
Market risk-weighted exposures - 62,400 182,034
Total risk-weighted exposures (c) 934,154 2,942,580
Capital adeqiacy ratte credit risk | (a) / (b) x 100 | -874.88% -197.29%
Total capital adeguacy ratia | (a) / (c) x 100 ] -816.43%, -185.09%,

State Bank of Pakistan (SBP) has granted exemption to the Bank vide letter No. BSD/SU-21/220/1624/2007 dated June 08,
2007 from computing capital adequacy ratio under BASEL IT ull restructuring/ privatization and has granted exemption
of Basel III Capital Instrucuons ull restructuring/privatization  vide SBP  letter #
BPRD/BA&CPD/646/000886/16 dated January 12, 2016, Accordingly, the Bank computes capital adequacy rano under
BASEL I and SBP has allowed exempton in meeting the minimum CAR | requirements of 10% uvll December 31, 2019 or
completon  of  restrucruring/  privatuzation  of the Bank, whichever s eather wide SBP  letrer  No.
BPRD/BA&CPD/646/332/20 dated January 6, 2020, SME Bank has requested SBP to allow further extension which 1s

pending.

from implementation



SME BANK LIMITED
Notes to the Unconsolidated Condensed Interim Financial Statements (un-audited)

For the nine months ended September 30, 2023

36. DATE OF AUTHORIZATION
These financial statements were authorized for issue by the Board of Directors of the Bank on November .2-'?\; ;

2023.

744 #%W/V W / M&y
f:ctor Director

President/CEQ Chief If'm Officer /Dlttctor



