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Directors’ Review
For the period ended September 30, 2008

The Board of Directors of Standard Chartered Services of Pakistan (Private) Limited,
the Management Company of Standard Chartered Modaraba is pleased to present
the unaudited accounts for the three months ended September 30, 2008.

1. Economic Outlook

During the 2nd quarter of the current fiscal year, State Bank of Pakistan (SBP) relaxed
its monetary tightening policy to ensure availability of liquidity in the banking system.
Reduction of 400 bps in Cash Reserve requirement and ease in Statutory Liquidity
requirement, resulted in improved liquidity in the banking system.

2008 has been a challenging year for Pakistan’s economy. The global financial turmoil
and higher international commodity prices have had negative fallout on the economy.
Record high inflation of 24.5% during July to September 2008 has hit the manufacturing
sector and output has declined to 3.5% year on year. GDP growth is projected to
slowdown to 4% in the current fiscal year compared to 5.8% last year.

Deterioration in economic fundamentals and the volatility in the global financial and
commodity markets means that we have challenging times ahead.

2. Financial Highlights
Financial results are summarized as under:[I]
Three months ended [
September 30

20080 2007(
Rupees in thousand

Net Investment in ljarah Finance / Sukuk Certificatesd 2,932,606 2,374,591

Certificate Holders’ Equity[] 922,39501 883,658
Revenuesl] 97,3561 66,984
Operating Expensesl] 11,1220 10,899
Financial Chargesl 54,4541 31,471
Net Profit[] 30,0630 23,791

3. Review of Operations

During the period under review the Modaraba has recorded a growth of 26.36% in
the net profit amounting to Rs. 30.01 million compared to Rs. 23.79 million during the
corresponding period last year. The portfolio of lease and musharika investment stood
at Rs. 2,933 million compared to Rs. 2,375 million for the corresponding period last
year, showing an increase of 23.5%.

The growth in the business is driven mainly by aggressive marketing approach with
selective clientele operating in stable industrial segments leading to better returns.
The asset portfolio has a good mix of multi-nationals, large and medium sized local
corporate and selective SME relationships.

Standard Chartered Modaraba has a well diversified asset portfolio comprising of
Plant & Machinery, motor vehicles and equipment. Moreover Modaraba’s sector wise
exposure is closely monitored and exposure is not beyond 20% in any industrial
segment. During the quarter under review, Modaraba booked fresh disbursements
to the tune of Rs. 440M under various products. Despite have a sizeable business
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pipeline, your Modaraba adopted a cautious and selective approach given the prevalent
market conditions and the anticipated slow down of the economy.

We will continue to place emphasis on customer service with focus on quality clients.
4. Credit Rating

The Pakistan Credit Rating Agency Limited (PACRA) has maintained the ratings of
your Modaraba as AA+ (Double A plus) and A1+ (A one plus) for long-term and short-
term respectively. These ratings indicate low expectation of credit risk and very strong
capacity for timely payment of financial commitments.

5. Acknowledgement

The Board appreciates the support of regulatory authorities, certificate-holders,
customers and business partners and look forward to their support in future.

The Board also acknowledges the commendable efforts of the staff members of

Standard Chartered Modaraba without which the Modaraba’s success could not have
been possible.

Teez™

Zaheer Mehdi
Chief Executive

October 30, 2008
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Condensed Interim Balance Sheet (Unaudited)
As at September 30, 2008

Nbted September 30,0  June 30,00

2008 0 2008[
Rupees O Rupees

ASSETS
Current assets
Cash and bank balances[ 15,030,162 16,420,291
Advances, deposits, prepayments and other receivables( 3,832,000 90,817,335
Short-term Murabaha receivable [ 236,756,253 103,792,329
Current portion of diminishing musharikallll 3,457,370 3,481,137
Current portion of investment in Sukuk Certificates] 30 9,821,429 3,125,000
Current portion of net investment in ljarah financeld 40| 997,752,094 | | 1,027,624,216
Taxation recoverablell 8,195,027 8,195,027
Total current assets 1,274,844,335  1,253,455,335
Non current assets
Loans and advances to executives(ll 251,785 196,239
Long-term portion of diminishing musharikallll 6,522,170 6,566,687
Long-term portion investment in Sukuk CertificatesC] 30 65,178,571 71,875,000
Long-term portion of net investment in ljarah financed 4[| 1,859,853,853 1,739,870,608
Fixed assets] 50 3,858,630 4,036,330
Total non-current Assets 1,935,665,009  1,822,544,864
Total Assets 3,210,509,344  3,076,000,1990]
LIABILITIES AND EQUITY
Current liabilities
Musharika financeld 60| 1,069,836,599 989,441,571
Current maturity of security deposits 62,088,093 61,037,694
Creditors, accrued and other liabilities 115,778,269 84,294,522
Current portion of redeemable capitalllll 584,413,844 625,423,587
Deffered Murabaha Incomelll 8,461,747 3,751,699
Unclaimed profit distribution 18,616,056 18,678,913
Total current liabilities 1,859,194,608 1,782,627,986
Non-current liabilities
Long-term portion of security depositsl 268,449,414 258,789,720
Redeemable capital and accrued profit thereon(Il] 160,470,000 142,250,000
Total non-current liabilities 428,919,414 401,039,720
Total Liabilities 2,288,114,022  2,183,667,706
Certificate holders' equity
Certificate capitallll 453,835,300 453,835,300
Reserves( 357,546,179 351,633,613
Unappropriated profitl 111,013,843 86,963,580
Total Equity 922,395,322 892,332,493
Total Liabilities and Equity 3,210,509,344  3,076,000,199

CONTINGENCIES AND COMMITMENTS 7

The annexed notes 1 to 10 form an integral part of these financial statements.

S. Zaheer Mehdi Arjumand A. Minai Cyrus J. Masani

Chief Executive Director Director

Standard Chartered Services Standard Chartered Services Standard Chartered Services

of Pakistan (Private) Limited of Pakistan (Private) Limited of Pakistan (Private) Limited
Standard
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Condensed Interim Profit and Loss Account (Unaudited)
For the three months period ended September 30, 2008

Three Months 0 Three Months[l

ended ended
September, 30 J September, 30
2008 2007
Rupees Rupees
ljarah finance incomell 90,178,684 66,834,767
Profit on musharika arrangement(Il] - O 98,489
Profit on Sukuk Certificates(ll] 2,911,282 -
Income on Murabaha Financelll 4,195,595 492
Income on deposits with bank(Il 69,960 50,6600
97,355,521 66,984,408[I1
Financial charges( (54,453,888) (31,471,322)I0
42,901,633 35,513,086
Impairment loss( (24,455) (91,7310
42,877,178 35,421,355
Other income [ 1,647,791 1,911,885
Operating expensesll (11,121,826) (10,898,9880IMN
33,403,143 26,434,252
Modaraba company's management feellll (3,340,314) (2,643,425)
Profit for the periodTl 30,062,829 23,790,827
Earnings per certificatelll] 0.66 0.52

m
The annexed notes 1 to 10 form an integral part of these financial statements.

S. Zaheer Mehdi Arjumand A. Minai Cyrus J. Masani

Chief Executive Director Director

Standard Chartered Services Standard Chartered Services Standard Chartered Services

of Pakistan (Private) Limited of Pakistan (Private) Limited of Pakistan (Private) Limited
Standard
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Condensed Interim Statement of Changes in Equity (Unaudited)
For the three months period ended September 30, 2008

Certificate Premium on Statutory ~ Unappropriated  Total

capital modaraba reserve profit
certificates

Rupees Rupees Rupees Rupees Rupees
Balance as at June 30, 2005 432,224,100 76995900 276,689,127 73958049 859,867,176
Issue of bonus certificates @ 5% 21,611,200 (21,611,200) -
Profit distribution for 2007 @ Rs. 1.5 per certificate - - - (64,833615)  (64,833,615)
Profit for the year ended June 30, 2008 - - - 97,298,932 97,298,932
Transfer to statutory reserve - - 19,459,786 (19,459,786)
Balance as at June 30, 2008 453,835,300 55384700  296,148913 86,963580 892,332,493
Profit for the year ended June 30, 2007 - - - 30,062,829 30,062,829
Transfer to statutory reserve - - 6,012,566 (6,012,566)
Balance as at September 30, 2008 453,835,300 55384700 302161479 111013843 922395322

The annexed notes 1 to 10 form an integral part of these financial statements.

wis

S. Zaheer Mehdi Arjumand A. Minai Cyrus J. Masani

Chief Executive Director Director

Standard Chartered Services Standard Chartered Services Standard Chartered Services

of Pakistan (Private) Limited of Pakistan (Private) Limited of Pakistan (Private) Limited
Standard

September 2008 Chartered § 7




Condensed Interim Cash Flow Statement (Unaudited)

For the three months period ended September 30, 2008

CASH FLOW FROM OPERATING ACTIVITIES
Profit for the yearllll
Adjustment for:[
Depreciation [
Impairment loss recognized
( no longer required written back )OJ O
Profit on Musharika arrangement(l]
Profit on Sukuk Certificates(ll]
Income on deposits with bank(
Profit on
- Redeemable capitallll
- Murabaha financelll
- Musharika finances

[m

(Increase) / decrease in operating assets[[l

Advances, deposits, prepayments and other receivables(l
(excluding profit receivable on Sukuk Certificates)Il

Murabaha financellll

Diminishing musharikall

Investment in Sukuk certificates

Investment in ljarah finance -net

Loans and advances to executivesIl

Increase / (decrease) in operating liabilitiesIT
Creditors, accrued and other liabilitiesl
(excluding profit payable on redeemable capital, [l
Murabaha finance and Musharika finances)I
Deferred Murabaha incomelll

Security deposits([l]

Profit received / (paid) on [

- Musharika arrangement([l
- Sukuk certificates

- Redeemable capitallll

- Murabaha finances

- Musharika finances

Tax (paid) / refund receivedl

Net cash flows from operating activities[l]

CASH FLOW FROM INVESTING ACTIVITIES
Fixed capital expenditure

Income on deposits with bank(I]

Net cash flows from investing activitiesI

CASH FLOW FROM FINANCING ACTIVITIES
Redeemable capital less repayments [

Murabaha finances less repaymentsl

Musharika finances less repayments(I

Profits paid to certificate holders[]

Net cash flows from financing activitiesIl

Increase / (decrease) in cash and cash equivalentsl
Cash and cash equivalents at beginning of the quarter[l]
Cash and cash equivalents at end of the quarterl

2008 2007
Rupees Rupees
30,062,829 23,790,82700

346,995 321,160

24,455 91,731

- i} (98,489)
(2,911,282) - m
(69,960) (50,660)
19,095,326 24,998,013
- 0 4,312,25701

35,355,422 2,148,274

51,840,956 31,722,286

81,903,785 55,513,113

88,349,458 (446,679)
(132,963,924) 6,258[1
68,284 55,2840

- 1| (25,000,000)1
(90,135,577) 169,672,929

(55,546) (6,435)0T0
(134,737,305) 144,281,357

5,175,128 5,007,772

4,710,048 - m
10,710,093 (9,999,085)01M
20,595,269 (4,991,313)0IM

(32,238,251) 194,803,157

- i} 98,4891

1,547,158 - m

(20,438,692) (21,992,751)1
- 0 (5,464,548)
(7,703,437) -

- 0 (2,894,152)(1M
(26,594,971) (30,252,962)1
(58,833,222) 164,550,195

(169,295) (879,000)0

69,960 50,66001
(99,335) (828,340)0
(22,789,743) (258,956,487)1
- | (100,000,000)H
80,395,028 195,303,406
(62,857) (24,416)0
57,542,428 (163,677,497)
(1,390,129) 44,3580]
16,420,291 14,744,12300
15,030,162 14,788,481

The annexed notes 1 to 10 form an integral part of these financial statements.

S. Zaheer Mehdi

Chief Executive

Standard Chartered Services
of Pakistan (Private) Limited

Arjumand A. Minai

Director

Standard Chartered Services
of Pakistan (Private) Limited
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Cyrus J. Masani
Director
Standard Chartered Services
of Pakistan (Private) Limited
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Notes to the Condensed Interim Financial Statements (Unaudited)
For the three months period ended September 30, 2008

1. LEGAL STATUS AND NATURE OF BUSINESS[]

Standard Chartered Modaraba (the Modaraba) was formed under the Modaraba
Companies and Modaraba (Floatation and Control) Ordinance, 1980 and the Rules
framed there under and is managed by Standard Chartered Services of Pakistan
(Private) Limited. The Management Company is a wholly owned subsidiary of

Standard Chartered Bank (Pakistan) Limited. The address of its registered office
is Standard Chartered Bank Building, I.I. Chundrigar Road, Karachi, Pakistan. []

The Modaraba is a perpetual modaraba and is primarily engaged in leasing of
plant, machinery, motor vehicle (both commercial and private), computer equipment
etc. The Modaraba may also invest in commercial and industrial ventures suitable
for the Modaraba. The Modaraba is listed on the Karachi and Lahore Stock
Exchanges. [

2. BASIS OF PREPARATION [J

These financial statements are presented in a condensed form in accordance with
the requirements of Approved Accounting Standard as applicable in Pakistan for
Interim Financial Reporting. They do not include all of the information required for
full annual financial statements and should be read in conjunction with the financial
statements of the Modaraba as at and for the year ended June 30, 2008. I

During 2005, the Securities and Exchange Commission of Pakistan notified the
Islamic FinancialBlccounting Standard 1 issued by the Institute of Chartered
Accountants of Pakistan relating to accounting for Murabaha transactions undertaken
by a bank / financial institution, effective for financial periods beginning on or after
January 1, 2006. The standard has not been adopted by the Modaraba pending
resolution of certain issues, e.g., invoicing of goods, recording of inventories,
concurrent application with other approved accounting standards in place for
conventional banks, etc. [T

During the year 2007 Islamic Financial Accounting Standard (IFAS)-2 ‘ljarah’ was
issued by the Institute of Chartered Accountants of Pakistan and the same was
notified by the Securities and Exchange Commission of Pakistan (SECP) vide an
SRO dated May 22, 2007. Under the IFAS 2, the ‘ljarah’ transactions are required
to be accounted for as operating leases. The IFAS is operative for financial
statements covering the period beginning on or after July 1, 2007 and is required
to be followed on those ljarahs which commence after July 1, 2007. The Modaraba
has not yet adopted the above standard due to implications relating to accounting
of similar leases under two different practices (new leases as operating and old
leases as finance lease), concurrent application with International Accounting
Standard 17 and other requirements of the standard. The Modaraba Association
of Pakistan has approached the SECP for the deferment of the IFAS.[IN

The accounting policies adopted for preparation of these financial statements are

consistent with those applied for the preparation of preceding audited published
accounts.

Standard
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Notes to the Condensed Interim Financial Statements (Unaudited)
For the three months period ended September 30, 2008

3. Investment in Sukuk Certificates - Held to Maturity September 30, June 30,
2008 2008
Rupees Rupees
Investment in Sukuk Certificates 75,000,000 75,000,000
Less: current portion of investment in Sukuk Certificates 9,821,429 3,125,000
65,178,571 71,875,000
Name of Company Rate Term Amount
Security Leasing Corporation Limited 15.95% 5 years 25,000,000
Shahraj Fabrics Private Limited 15.63% 5 years 50,000,000
4. NET INVESTMENT IN IJARAH FINANCE
September 30, 2008 June 30, 2008
Not later Later than Total Not later Later than Total
than one and than one and
oneyear less than one year less than
five years five years
Rupees
Installment contract
receivables 1,219,600,895 1,812,093,766 3,031,694,661 1,163,608,788 1,705,408,039 2,869,016,827
Add: Residual value 94,195,151 370,838,244 465,033,395 94,545,288 354,812,728 449,358,016
1,313,796,046  2,182,932,010 3,496,728,056 1,258,154,076 2,060,220,767 3,318,374,843
Less: Unearned finance
income 313,893,370 323,078,157 636,971,527 228,403,733 320,350,159 548,753,892
Allowance for
potential ljarah losses 2,147,006 2,147,006 2,122,551 2,122,551
Mark-up held in
Suspense 3,576 - 3,576 3,576 - 3,576
997,752,094 1,859,853,853 2,857,605,947 1,027,624,216 1,739,870,608 2,767,494,824
4.1  There are no ljarah contracts receivable over five years. The Modaraba's implicit rate of return on ljarah Finance ranges from
6.15% to 20.0% per annum (June 2008: 5.8% to 19.5% per annum)
September 30, June 30,
2008 2008
4.2 Allowance for potential ljarah losses Rupees Rupees
Balance at beginning of the period 2,122,551 1.165.369
Specific provision during the period 24,455‘ ‘ 437,621
General provision during the period - 519,561
24,455 957,182
4.3 2,147,006 2,122,551
4.3  Specific Provision 462,076 437,621
General Provision 1,684,930 1,684,930
2,147,006 2,122,551
5. ASSETS IN OWN USE Three months  Three months
ended ended
September 30, September 30,
2008 2007
Rupees Rupees
Additions during the period P up
Motor Vehicle - 879,000
Computer Equipment 169,295 -
169,295 879,000
September 30, June 30,
6. MUSHARIKA FINANCE 2008 2008
Rupees Rupees
With Parent Company 1,069,836,599 989,441,571
6.1 The total facility for musharika available from Standard Chartered Bank (Pakistan) Limited

amounts to Rs. 1,200 million (30 June 2008: 1,200 million). The estimated share of profit
payable on this facility ranges from Rs. 0.3803 to Rs.0.3921 (30 June 2008: Rs. 0.2885 to
Rs. 0.3803) per rupees one thousand per day.

7. CONTINGENCIES AND COMMITMENTS

During the year 2000-2001, the Sales Tax Department had issued a show cause notice to
the Modaraba in which it was alleged that during July 1997 to June 2000, the Modaraba had
received a total amount of Rs. 364,882,919 on which sales tax was due. However, no specific
amount in respect of the alleged sales tax liability was mentioned in the show cause notice.
By an order dated January 29, 2002, the Collector, Collectorate of Customs, Sales Tax and
Central Excise decided the case against the Modaraba to the extent that the liabilities towards
sales tax should be determined on the basis of amount received after June 16, 1998. The
department has not determined the liability under this order and no demand notice has been
issued so far. An appeal against this order was filed before the Appellate Tribunal and the
Tribunal after hearing the case was pleased to allow the appeal and set aside the order
passed against the Modaraba. In view of the decision of the Tribunal in favour of the Modaraba,
no provision has been made in the financial statements.

Standard
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Notes to the Condensed Interim Financial Statements (Unaudited)
For the three months period ended September 30, 2008

8.LITAXATIONL]

The income of the Modaraba (not being income from trading activity) is exempt
from tax, provided that not less than 90% of its profits are distributed to the certificate
holders. The Modaraba intends to continue availing the tax exemption and hence
no provision has been made in these financial statements for tax liability for the
three months period ended September 30, 2008.

9..RELATED PARTIES TRANSACTIONS[]

The related parties of the Modaraba comprise of holding company, management
company, fellow subsidiary , staff retirement funds, directors and key management
personnel. Transactions with related parties other than remuneration and benefits
to key management personnel employed by holding company under the terms of
their employment are as follows:

Three Months 0  Three Months[I

ended ended
September, 30 O September, 30
2008 2007
Rupees Rupees
Holding Company(]
Lease rentals receivedl 2,102,864 1,485,86301
Profit on musharika financell 35,355,422 4,312,25701
Profit on deposit account( 69,960 50,5600]
Bank charges and commission(] 3,140 12,7781
Charge for reimbursement ofllI
actual salaries and benefits(I] 1,337,283 3,538,031
Management Company(]
Management feellll 3,340,314 2,643,425
Other related party [J
Profit on Musharika Financelll - O 4,300,342
Staff retirement benefits funds[]
Contribution to the Staff]
Provident Fundll 253,222 203,241
Contribution to the Staff [
Gratuity Fund( 207,924 169,295
Key Management Personnel remuneration]
Salaries and benefitsI 1,825,824 2,329,13701
Contribution to the Staffl]
Provident Fundl 78,159 129,768
Contribution to the Staffl]
Gratuity Fund( 68,304 114,262
Standard
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Notes to the Condensed Interim Financial Statements (Unaudited)
For the three months period ended September 30, 2008

The Modaraba enters into transactions with related parties for lease of assets,
borrowings under musharika finances and other general banking services. These
transactions are based on a transfer pricing policy under which all transactions
are carried out on an arm's length basis.

10.DATE OF AUTHORISATIONO

These financial statements were authorised in meeting of the Board of Directors
of the Management Company held on October 30, 2008.

S. Zaheer Mehdi Arjumand A. Minai Cyrus J. Masani

Chief Executive Director Director

Standard Chartered Services Standard Chartered Services Standard Chartered Services

of Pakistan (Private) Limited of Pakistan (Private) Limited of Pakistan (Private) Limited
Standard

12 Chartered § September 2008




uopedIUNWWIOD [ensin

s1esvez- 0080 USIS U] SNO|SIA A




