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Allied Rental Modaraba and the
phenomenal strength of the Caterpiller
brand - a proven success



————[Strong company tough products)

always up and running
because every second
counts
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Now you can eliminate costly
service shops, service
toolings, spare parts and
those cumbersome
maintenance records. We do
it all for you. Our rental
agreements typically cover
complete maintenance of the
equipment, so you don't
have to.
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have it as, when, and
where you need it




Your job requirements are
always changing and you
need to stay up with your
customers demand. You may
not always have the right
equipment to get the job
done, but we do. Rely on The
CAT Rental Store to quickly

. supply the equipment you

" need to get the job done.
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VISIOnN
To be the market leader through innovative and reliable equipment rental
solutions of Caterpillar range of products.

IMISSIOnN
To provide best value to our customers through innovative and reliable power
generation, earth moving and material handling equipment rental solutions.

To maintain the market leadership in power generation equipment rental
through continuous growth of rental fleet.

To continuously strive for Modaraba certificate holders value by aggressively
pursuing growth and profit opportunities that leverage our engineering and
financial services expertise.

To pursue profitable growth opportunifies in Caterpillar earth moving,
material handling and other equipment rental solutions, diversifying our
portfolio o other areas of equipment rental solutions.

To provide its countrywide workforce with an environment that stimulates
innovation, feamwork, continuous learning and improvement.
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No document Allied Rental Modaraba has published is more important than our Code of
Condudt. From fime to time we may revise its words to reflect our constantly evolving
enterprise, but the code's basic principle OUR INTEGRITY has never changed.

Modaraba's reputation for infegrily is our most valuable assel, Integrity encompasses all that
defines and sustains us as a Modaraba - the values we believe in, the high ethical standards
we live by, our honesty and behavior in decling with others, and our commitment to deliver
on the promises we make to customers, certificate holders and each other.

Business Ethics

As Modaraba employees, we believe in the importance of working and living according to
strong ethical values, as a company and as individuals, we hold ourselves to the highest
standard of integrity and ethical behavior, We must always fell the truth.

Human Relationship

Modaraba's continued success requires that we continually seek ways to do our jobs and
make our products and services better. Using our individual skills and talents, we must each
take personal responsibility for meeting our shared goals and keeping our commitments.
We must always consider an "enterprise point of view" that promotes the best results for our
Maodaraba as o whole.

Business Practices

We know that we can achieve long ferm business success only when everyone involved
behaves honestly and responsibly. We guide our business practices by this principle and
expecl everyone who does business with us to do the same.

Social Responsibility

Wherever we conduct business or invest our resources, we know that our commitment to
finandial success must also loke info account social, economic, political and environmental
priorilies. We believe thal our success should also contribute fo the quality of life and the
prosperity of communities where we work and live,

Living by the Code

With the commitment of all Modaraba employees to guide their professional and personal
behavior according to our Code of Condud, its principles become only words. Each of us
must accept personal responsibility to read the Code, understand what it means, and apply
it consistently.
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As a Corporate Citizen and cognizant of our Social and Environmental responsibilities, Allied Rental Modaraba believes
our sofety, health and environment responsibilities extend beyond protection and enhancement of our own facilities.
ARM functions in @ manner that protects and preserves the environment for our future generations, ensures the health
and safety of our stakeholders end exerts o posifive influence in the community.

Objective
Our objective is health, safety and welfare of our employees and those under our influence in the neighberhood and
community a lerge.

Commitment
We commit ourself to implement the HSE policy of ARM guidelines of CATERPILLAR and the opplicable local and
International laws.

Accountabilities
Delivering this commitmenl is the core accountability of ARM’s eadership feam, the team is committed 1o operate in a
manner that protects and promotes the health and well being of pacple and cur environment.




Being a dealer of CATERPILLAR range of products; Health, Safety and Environment is one of the top most priorities ot
Allied Rental Modaraba. We at ARM, continuously cim 1o make equipment rental services sofer for people, equipment
and environment. This particular approach towards safety, enabled us to achieve the highest level of Operationol

Excellence shown by any CAT Rental store in the world.

The ARM management team believes, and is commilled to provide o safe and efficient experience for all its customers,
which leads to long-term business partnerships. To ensure oplimum value 1o our customers we continuously set HSE
benchmarks by:

1. Creating and maintaining a safety culture which is based on research, quantifiable site-audits / risk assessments,
training, testing and rewards. The enduring value and priorily of sofety culture is placed by every one in every
group af every level of the organization.

2. Integrating Safety in the design and engineering of our services, uniquely for all induslries. It refers to the extent
to which individuals and groups will commit to personal responsibility for:

Safety;
Act to preserve;
- Enhance and Communicate safety concerns;
- Strive to actively learn; and
- Adopt and modify (both individual and organizational) behavior based on lessons learned from mistakes.
3. Minimizing harm to the environment and job-site through pollution prevention measures.

4. Striving for the continuous improvement of our safety management system in collaboration.

Monitoring of HSE Benchmarks

1. Introduced Cloud Based HSE monitering of customer sites lo share knowledge and discuss risk assessments with
our clients. This system will ensure quick knowledge sharing to highlight areas for improvements at all customer
sites. Our clients will be informed of ways 1o improving their safety standards with the help of information
provided by our analysis.

2. HSE Monthly Rewards for Operations Staff who ensure maximum safety for our clients.
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NBFI &

Modaraba
Assoclation of

Pakistan
ALcieoaiBl Best Performance

Award

Mr. Murtaza Ahmed Ali, CEO Allied Rental Modaraba, receiving Performance Award from
Mr. Fida Hussain Samoo, Commissioner (Insurance), SECP



CAT

Rental Power
Operational
Fxcellence
Program

Five Star
Award

Allied Rental Tearn receiving 5-Star Award in @ ceremony held during “2015 Caterpillar Rental Power Dealer
Meeting” in Aflanta, USA
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2015 VERIFIED LEADER AWARD
PAKISTANI POWER RENTAL MARKET

Alied Rental Modaraba (ARM), a subsidiary of Alied Engineering Services Limited and sole Caterpillar
(CAT) dealer in Pakistan, has been awarded the 2015 Verified Leader Award in the power rental
market. It has been given this award for having the largest market share and excellence in operations.*
ARM started its operations in 2007 and provides rental services throughout Pakistan. It operates
through its offices in Karachi, Lahore, lslamabad, Multan, Faisalabad, Peshawar and Quetta.

ARM enjoys a brand name recognition across Pakistan that several other companies and market
participants struggle to achieve. ARM has demonstrated excellence in capturing the highest market
share within the market, in terms of revenues and power delivered to its customers. The award
recognizes ARM's market position, capability and the company's dedication to provide outstanding

services to its customers.,

ARM always keeps a newer fleet of generators and other equipment as compared to the other market
participants. ARM's excellent services, fleet quality and guantity have made it the market leader in
Pakistani power rental market.

e = S _ VERIFY MARKETs‘
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30th Corporate Excellence Awards

Management Association of Pakistan

Certificate of Excellence

Other Financial Services

Allied Rental Modaraba
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Allied Rental & Modaraba

Ali Ammar - Program Team Leader

2014 was a Landmark year in Allied Rental’s history as il
became the 7th dealer worldwide fo achieve the
preshgious S-star  status in CAT® Renta
Operational Excellence Program. Allied Rental achieved
this feat during 2nd Audit.

pl:- WO

Operational Excellence is a philosophy of leadership,
teamwork, and problem solving; result ng in continuous
improvement at every stage of the business cuthng
through organizational boundaries, lower costs and
higher customer satisfaction. The Cat®
Operational Excellence Program assessment is extremely
nigorous and reviews all aspeds of the business processes
and working praciices including:

Rental Power

* Rental Operations

* Sales & Marketing

* Business growth

* Financial Health & Planning

* Employee Safety and Development
* Safety

THE JOURNEY
lourney from four to five star, was by no means a smooth
salling. It had its fair share of crest and troughs.

Transtorming the culiure of enfire organization is an
enormous underfaking. It is o process of confinuous
change & incremental improvements. Underlying values
have a strong influence on the behavior of employees, as

values define how they behave, regardless of the situation
and context. Learning experiences of the organizationa

members ond influence these values to align to the
organizational goals 1s a key success factor for successful
of cl programs, Besides corporate
commitment, it is also essenticl lo gain the on-site
cammitment for a

execuhon such

management’s successiul

implementation of any program in order lo sustain
cultural change af ground level. This commitment should

go beyond tormal agreements and include the aclive
involvement of the both corporate and on ground
leadership.

To effectively drive operational excellence in organization,
leaders and managers need fo guide their feams through
to Ihe very end. They need fo maintain their goins al every
the expedition. Success comes through the
Confinuous Improvement in people, processes and
product, leading to achieve excellence.

step In

Gaining a 4-Star during the first Audit was ¢ tremendous
morale booster. This reinforced self belief in entire team.
Firm ond ordent corporate commilment was strong
enough impetus to propel the boat in full throtlle.

Management committed all the available rescurces, both
Human and Financial, to continue the progress in
operational excellence program. Senior managers also
contributed from their busy schedules fowards fulfillment

of progrom requirement Coterpillar representatives were

)

T

frequently approached for guidance at different levels of
implen

ntation, The program is multi prong in nature as
it addresses requirements in physical structure & setup,
processes, procedures, benchmarking as well as review
processes. During the course of implementation, several



areas of improvement were identified in business
processes which helped a greal deal in performance
benchmarking and process mopping. Efficiency driven
processes and quantifiable pedformance measures ore
few of the key outputs of this program. A burgeening focus
on Employee, Equipment and Environmental safety is a
landmark outcome. The cumulative result of all this
translates into customer centric service delivery which
ultimately translates into customer safistaction.

Brian Kruse, Rental Power Manaoger of Caterpillar Inc,
reverberated the same idea while announcing the Five
Star status for Allied Rental Modaraba.

“The Rental Power team of Caterpillar Inc. is proud to
announce that Allied Rental Modaraba has achieved
a 5 Star status in the group's Operational Excellence
program. We would like to congratulate your team
on achieving the highest levels of customer service,
employee safety and engagement, processes
efficiency, and total profitability in the industry.

introduced globally in 2011, the aim of the Cat®
Rental Power Operational Excellence Program is to
create a culture of marketleading quality and
continuous improvement, through the
standardization of processes, procedures, and
policies. This achievement will benefit your customers
because improved dealer operational performance
will equate to better customer service and improved
value delivery”.

The announcement brought a lot of delight and pride for
whole Allied group. Acknowledgement and recognition ot
international level is a great source of honor and an

- W
LyS

affirmation of hard work and dedication put up by entire
Rental team. Allied Rental feam received the Five Star
award in a prestigious ceremony held during “2015
Caterpillar Rental Power Dealer Meeting” in Atlanta, USA.

With betier service delivery to our customers, it also widens
doors of opportunity in ofher business areas as stated by
Murtaza Ahmed Ali, CEQ Allied Rental Modaraba.

“The main achievement and highlight of 2014 is our
Five Star Certification with highest marks, This has
raised the profile of Allied Rental to a new level
within the Caterpillar Rental Network. This not only
disciplines our business processes with better service
standards to increasingly meet our customer
expectations but surely will open up opportunities of
partnership within the International Caterpillar
Power Rental network to serve International Rental
contracts and possibility of availability of new
Product lines to serve new Rental markets".

FUTURE OUTLOOK

Operational compliance department is working on:
The geps identified during the audit;

- Further streamlining of processes;

- More efficient ways of doing work; ond

- Regular reviews ond self cudits.

Management is fully aware of the fad that the biggest
challenge is to keep the momentum going and not letting
the complacency sets in. Caterpillor also recognizes the

same and thus arranges regular audifs for progress check.

TO IMPROVE IS TO CHANGE. TO BE PERFECT IS TO
CHANGE OFTEN”.,  Winston Churchill
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Standard Chartered Bank (Pakistan) Limited
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Tel: 021-35643871.72
Fax: 021 - 35643873
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product
profile

Power Generation

The Lifeblood of any business is reliable electric power. Allied Rental offers a wide range of
Caterpillar power generation equipment to meet the most specific power requirements for various
types of applications.

Our Rental fleet comprising both Gas and Diesel fired Generators ranging from 100 - 2450 kVA,
offers the widest power range in the industry. Our Generators can be rented on daily, weekly,
monthly or yearly basis with flexible pricing options depending on specific requirement of our
customers. ARM also offers long term BOT (Build, Operate and Transfer) solutions where equipment
is supplied and operated by ARM for @ certain period of time and ownership is transferred o the
customer at the end of the contract tenure.

Construction
Machine Rental




Besides Power Generation Rental Services, the
company also provides unmatched and exclusive
CATERPILLAR  powerhouse Operafion and
Maintenance (O8M) services to a large number of
clients that incude all major national ond
multinational corporations / organizations in
diverse fields as Texile,
Spinning,  Pharmaceuticals,
Oil & Guos, Petrochemical,
Process & Chemical plants,
Hotels, Institutes, Hospitals,
efc. With its professionally
trained technical staff having
rich experience in
CATERPILLAR Generators and effective back up
support system of Allied Engineering and Services
Limited, ARM offers total powerhouse
management including complete Operation and
maintenonce for the customer owned equipment.

Our Lighting towers are a quick fix solution peraining temporary lighting
N problems at various sites and situctions. The ufility of this equipment spans fo

B Process Industries, Event Monagement, Construction sites, Oil and Gas fields,
Outdoor Games, Exhibitions, Shopping Malls etc. Ease of setup and Mobility is a
key feature of our plug and play mobile units. The use of Caterpilior engine in
these lighting fowers ensures reliability, performance and enhanced safety.

Solar lighting fowers are a new addifion lo our Lighting solufions primarily
powered by free renewable energy from the sun thus providing o cost effective
operation in an environment friendly monner.

Load Bank Rental

Whether you are Commissioning newly installed
generators, Performing mainfenance testing on
equipment, testing your mission critical UPS or you're in
need of portable load for testing of your emergency
power systems, we provide Load Banks of up fo 1050
kW to meet all your load testing requirements.



Allied Rental Mram

Inbound and outbound logistics is a vital part of any company’s supply chain process. Once a good is produced,
it must be transported to its final destination in cost efficient manner. Considering equipment quality issues and
huge market potential in local logistics business, ARM has entered info this business segment by infroduction of
New and Quality equipment from world famous Brands. The combination of excellent equipment and skilled
operators gives us the ability to offer a high level of service. All of our equipment is carefully maintained fo
manufacturer stondards and is third-parly inspected an a regular basis to ensure safe and smooth operation.

| Trucking
- Logistics
Solution

We offer a wide array of freight services and logistics solufions depending on the specific requirement of our valued
customers. ARM offers both Rigid Trucks and Prime Movers with Semi Trailers for Long or Short hauling. Customized
design and Vehicle selection is Hallmark of our Logistics business. Qur dedicated workforce continuously strives for
on-fime delivery in the most cost efficient manner. Our professional teams can evaluate logistics requirements and
recommend the optimal strategy for business and fime frames. All of our trucks have state of the art sotellite
equipment which allows complete tracking of freight from the fime it is loaded unfil it reaches the final destination.




Inbound Logistics / Material
Handling Solutions

The essence of our MHE services solution is
“TotalOutsourcing Concept” where aoll aspects of
Equipment Ownership, Operatfion, Maintenance
and Managementare handled through one window,
keeping in view customer’s unigue and customized
requirement thusrelieving the customer to
concentrate on his'core business activity. The result
is the maximum efficiency and peace of mind for
our customers for all of their inbound logistics. Our
MHE fleet comprises of Forklifts, Reach Trucks,
Power Pallets, Telehandlers, Skid Steer Loaders efc.
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Total Assets

Current Assels
Current Liabilities
Paid-up capital
Reserves

Stack holder's equity
Gross Profit

Net Profil

Profit after Tax Ratio
Return on Assets
Return on Equity
Return on Capital employed
Expense Rotio

Debt / Equity Ratio
Current Ratio

Price Earning Ratio

Earning per cerlificate -
basic and diluted

Dividend yield Ratio
Dividend Pay out ratio

Cash dividend

Stock dividend

Cash dividend per certificate
Book Value per certificate

Market Value per certificate

Rs

Rs.
Ks.
Rs.
Rs.
Rs.

Rs.

Million

. Million

Million
Million
Million
Million
Million
Million

o
40

fimes

times

Rs.
Rs.

Rs.

G 2014 | 2013 | 2012 [ 2011 | 2010 |

5,934
671
1,390
1,463
2,241
3,704
712
404
15

Z

12

9

78

40 : 60
0.48: 1
14.15

2.89
5

69

20

0
2.00
25.33
40.90

35,357
477
1,256
1,219
1,900
3,119
873
651
26

13

24

16

70

28 : 72
0.38: 1

10.27

(5]
LN
L ]

54
30

3.00
25.59
56.70

4,440
587
1,353
975
1378
2,353
808
632
30

18

<}l

20

67
33:67
0.43:1

7.51

3.00
24.13

41.53

2,711
353

1,663
595
499

32

21

30

10
3.00

22.17

32.25

2,111
228
658
600
703

1,303
379
288

28

16

24

20

70
15:85
0.35:1

3.84
13

60

23

25
23
21.72
17.50

1517
205

550
1,150
338
278
34

20

2.25
19.16

15.00



2013

Prafit for the year 403,529 651,455 631,865 498,792 288294 277,973

Adjustments For Non-Cash

and Other lems 770,004 605484 440,837 252,092 236,098 157,643
(Increase) / (decrease] in | | | ’ ‘
operating assels (138,503)| (82,320)| (159,074)| (91,255] (582,063)| 39,157
Iricrease / (decrease)] in ‘ ;_ I
operating liabilities (7,185)| (415,136 ! 386,728 ‘ [71,862) \ 430,299 ‘ 55,322
Cash generated from cperalions (145,688) (497,456) 227,654 (163,117) (151,764 94,479
Cash Flows From Operating Adlivilies 1,027,846 759,483 1,300,356 587,767 372,628 530,095
Casn Flows From Investing Adtivities (1,154,505) (1,592,817)(1.913,279) (696,388 (241 358) (366,131)
Cash Flows From Financing Activities 153,139 676,312 700,360 164,743 (157,404) (111 319)
Net Cosh increase/ (decrease)

during the period 26,480 [157,022) 87437 56,122  (26,134) 52,645
Caesh and cash equivalents at

beginning of the period 48,027 205,049 117,612 61,490 87,624 34,979
Cash and cash equivalents ot

end of the period 74507 48,027 205049 117612 61490 87,624
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VALUE ADDED

Revenue from Operations

Less: Operating Expenses

Other Income

VALUE ALLOCATED

To Employees

As Remuneration

To Providers of Finance

As ljarah Rentals
As Profit on Diminishing Musharakah

To Modarib

As Medaraba Menagement Fee

To Certificate Holders

As Profit on Modarab Certificates

To National Exchequer

As Workers' Welfare Fund

Retained in the Business

EEEEn

As Depreciation
As Reserve and Retained Earnings

Enployees

Providers of Finance - Iiu-'ch Rentels
Providers of Finarce - Profil an DM
Moac;;cbu Management Fee
Certificate Hélde;-s -

Warkers” Weltore Fund

Retained as Degraciation

Retained as Reserve and Relvined Earnings

allocated

26%
10%
%
0.4/7%
I 7%
0.39%
35%
2%

2,699,426 99% 2,542,211 97%
(607,933) (529,172
38,005 1% 74,285 3%
2,129.498  100% 2,087,324 100%
545,689 26% 429,861  21%
211,671 10% 211,306 10%
201,246 9% 163,904 8%
10,088  0.47% 6,515 0.31%
365,625 17% 292,500  14%
8,235  0.39% 13,295 0.64%
749,039 35% 610,987  29%
37,905 2% 358,956  17%
2,129498  100% 2,087,324 100%

value

ERAanm

fr'!;‘ﬂc'syaw.

Providers of Finance - ljoroh Rentals
Providers of Finance - Profit on DM
Modarebo Mancgermeant Fea

Certilicale Halders .

Workers” Welfare Fund

Keloined os Depreciation

Retained os Raserve aind Retained Earnings




Assets

B Tota! Current Assets B Total Current Assets

" Total Non - Current Assets W Tota! Non - Current Assets

Equity & Liabilities

B Total Current Liahilities B Tota! Current Liabilities

" Total Long Term Liabilities 7 Total Long Term Liahilities

B Certificate Holders' Equity B Certificate Holders” Equity
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BALANCE SHEET !
ASSETS
Current assets A -

H | 0

Spare ports 1% 1 ) 1% y (%
I

Currant portian af net i westmentin
crah finonce 0% ‘

Non-current assets

licroh finsnes [ 0% Voo Q%

Net investnien! in

Long-term security deposils 1

Fixed ossefs in own use - tangible 1% 2%
larah assets Bo% 7 83% 84% iy
Capital work-in-pragrass l"‘é | 2% P 0% | %

89% Bo%

T00° 00%

LIABILITIES
Current liabilities

Creditors, accrued ond other lichilifies 7% 18% | &% 25% i

Borrowing from an ossaciated company -

Unsecrureg Ut L% i U

0% 1 :
0% I 0% 0
23% 3 31% 20
Non-current liabilities
Diminishing Musharakoh firancing payat 13% 15 2z 5 )
abilites against assets sunject ‘o finorce leasa 0% " % 0%, 0%, 2%

Deferrid Liobilifies 1% || o

Ot

1
ar long-term employee benefits ‘ 0% ) 0% O
f ']

Secur y deposits

FINANCED BY : CAPITAL AND RESERVES

Issued, subscricad and paid-up cerificate copita 25% || ] 28% 28% 10%,
Presnium an ssue of right cerifcates 13% ) 3% 4% | 6%
- ¢ 7yt | i
L] v LL

Jnappropriatad profli 5% % | 8% || 0% |

PROFIT AND LQSS ACCOUNT

ana maintenance ircome 3% 1% B

Orther inco 1.;- o L__ ]\'E_ : . -'

Gross Revenue 100% [ )

Operoting expenses 73% | 44 ao% | P =

Agministrabive and distnbution ex:

Provision agains' cotential liarah

operahion and maointenancs Imcome 0% 1% D% 0%, 1%
& rosls 8% 4% 3% 3 29
Workers' walara fund S, X E T 1%
Total Expenses 855, 7 5% Py, 770 &7%

Modareha Manogement Comzany's remunaratio Ot 0 0% 0% 1% 1%

sindh Sales Tax on Monogement Company's

ramuineralion 0% () O 0% ol
Profit Margin 15% 251 29%, a7 32%




BALANCE SHEET

ASSETS

Current assets

Czsh ond bonk balances

Short-term investments

liarah rentals receivable

Ogeration and mainteriance income receivable

Advances, deposits, prepayments ard
other receivable

Scors pars

Current gorhien of net investment in
lioreh finarce

Non-current assets

Met invastment in liarah finance
Lang-term securty depasils

Fied ossels n own use - tang ble
ljoran assels

Capital wark-in-progress

LIABILITIES

Current liabilities

Creditors, accrued ond other liobil ties

Borrowing from on asseciated company -
unsecrured

Payable 16 the Modaoraba Management Compony

Current partian of Biminishing Musharnkah
finoncing payable

Current porlion of liooiliies ogoins: assets
subject to linance lease

Current portion of security deposils

MNon-current liabilities

Diminish ng Musharakah financing payatle
Lishllihes ugainst assets suzject ta finonce leose
Deterrad labilities

Otner long-term employee benefits

Secur 'ty deposits

FINANCED BY : CAPITAL AND RESERVES

lssued, subscribed and paid-up cerificate
capital

Premium on issue of right certificates

Stehutary imandatory) reserve

Unazpropnated profit

PROFIT AND LOSS ACCOUNT

liarch rentols

Qperation end mainlenance income
Profit an ljaroh fingrce

Other income

Gross Revenue

Operating expenses
Adrminisirative ond dishribution expenses
Provision agoinst actential larah losses
ana ogeratien and maintenance iIncome
Finonce cosls
Workers weltare fund
Total Expenses
Maodaraba Manegement Company s remuneration
Sindh Sales Tax on Manage ment Company's
remunerchion
Profit Margin

LR 2014 | 2013 [ 2012 [ 2011 | 2010 |

55% 7% 148% 34% 'Ii' -30% | 151%
0% 0% -100% 100% | 0% 0%
58% 5% 93% 33% || §9% 12%
9% 39% 0% -3% ||| 7% 103%
-8% 2% 122% 22% 7% 5%
3% || 110% 36% 192% 100% 0%
0% | 0% | -100% | 20% -62% 66% |
% T &% 55% 3% %%
0% | 0% | -100% 2% 1% 7%
54% 34% 17% 148% 8% .35%
17% 24% 4% 44% 76% .4%
10% 26% 72% 21% 49% 25%
47% | 43% 2% || 2491% -82% | 21%
8% 7% 6% 25% A4% 20%
% 21%  64%  28% 0% 5%
5% 49% 87% | 15% 308% 57%
0% 0% 0% 0% 0% 0%
51% 4% | 60% -37% 16% 4110%
15% | 63% 151% 106% 16% 100%
0% 0% 0% 100% 54% -46%
21% 7% IUU’:‘-.J 0% 0% 0%
1% 7% 0% 9% T08% 56%
T 216% | 37% 105% 240% 100% 0%
0% 0% 0% 0% - 100% -69%
23% 24% 21% 28% 0% 26%
15% -10% 30% 35% 6% 100%
4% 7% || -a5% 43% 100% || -100%
4% 34% 89% 169% 236% 59%
20% | 25% || 30% 25% 0% 0%
49% 95% | 150%, 0% 0% | 0%
9% 35% 43% 272% 45% 78%
7% 8% 4% 73% | &% 52%
% 3% ry . 75% % 0%
1% % HA% 28% AD% 19%.
&% 22% 6% || 59% 30% 38% |
4% -26% 22% 1% 5% 12%
0% 100% 61% 9% 18% 19%
-49% 124% 7% | 67% -39% | 65%
5% 20% 38% 30% 23% 32%
19% 25% | 40% 45% 33% | 20%
20% 21% 28% 7% 23% 5%
51% 2% 322% 2% 1% 46%
26% 75% 109% 31% 5% -52%
-38% 3% 27% 77% 36% 100%
19% 28% 44% 41% 32% 20%
55% 3% 27% -33% -14% 100%
45% -3% 90% 100% 0% 0%
38% 3% 27% 73% 3% 58%
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Notice is hereby given that the 9th Annual Review Meeting of the Certificate Holders will be
held on Friday October 30, 2015 at 04:00 PM. at the registered office 21/ 3, Sector 22,
Korangi Industrial Area, Karachi, to review the performance of the Modaraba for the year
ended June 30, 2015.

The Cerificate holders whose names appear on the Register of Certificate holders of Allied
Rental Modaraba as on October 23, 2015 will be eligible to oftend the Annual Review
Meeting.

By order of the Board

llyas Asif
Company Secretary
August 27, 2015
Karachi.

Note:

1. The Certificate Transfer Book will remain closed from October 24, 2015 to October 30,
2015 (both days inclusive) for the purpose of above entitlerment and attending Annual
Review Meeting. All transfers received in order up to close of business on October 23,
2015 at our Registrar’s Office M/S JWAFF Registrar Services (Pvt) Limited, Room # 505,
Kashif Centre, 5th Floor Mian Sharah-e-Faisal, Karachi, will be considered in time.

2. CDC Certificate holders desiring to attend the meeting are requested to bring their
original CNIC, Account and participant’s ID number for identification purposes.
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for the year ended June 30, 2015
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| have conducted the Shariah review of Allied Rental Modarabe managed by Allied engineering
Management Company (Pvi.) Lid. for the year ended 30 June, 2015 in accordance with the
requirements of the Shariah Compliance and Shariah Audit Mechanism for Modarabes and report that
in my opinion:

1. the systems, procedures and policies adopted by the Modaraba are in line with the Shariah
principles;

2. the agreement(s] entered into by the Modarcbe are Shari'ah complient and the financing
agreement(s) have been executed in accordence with the formats approved by the Religious Board
and all the related conditions have been met: and

3. to the best of my information and according to the explanation given to me, the business
transactions undertaken by ARM and all other matlers incidental thereto are in conformity with the
Shari‘ah requirement as well as the requirements of the prospectus, Islamic Financial Accounting
Standards as applicable in Pakistan and the Shariah Compliance and Sharich Audit Regulation for
Modarabas,

Conclusion:

Based on the above mentioned facts | am of the view thal the business operations of ARM are Shariah
compliant up to the best of my knowledge.

I hope the management would conlinue its endeavors to comply with rulings of Shari'ah in its business
operalion and future fronsactions.

r.L.ugﬂJl-!j-Lg.MLL;gJLﬁd;\.”J-aj

\ %

.::f__, ] L { :l.f‘-;) '

Irshad Ahmad Aijaz
Dated: 15 August, 2015




for the year ended June 30, 2015

The Board of Directors of Allied Engineering Management Company (Pvt.) Limited, the management company
of Allied Rental Moderaba, is pleased to present fo its certificate holders the Directors’ Reporl together with
Audited Financicl Statements of the Modaraba for the year ended June 30, 2015.

Financial Highlights
Sales Revenue
Profit for the year
Un-appropriated profil brought forward

Available for Appropriation

Transfer to Statutory Reserve @ 25% of profil for the yeor

Proposed cash dividend @ 20% (Rs. 2 per cerlificate)

Right Issue @ 20% (1 certificate for every 5 certificates held)

Premium on issue of Right certificates
Un-appropriated profit carried forward
Net profit margin

Return on equily

Earning per certificate

Break-up value per Certificate

Price Quoted on Karachi Stock Exchange on June 30, 2015

Business Review

The Management is pleased to report the Financial
Siatements for the year ended June 30, 2015, registering
modest growth of 6% in revenues, investment of
Rs. 1,308 Million in the Rental Assets, oul of which 42%
made 1o expand the Renlal business to other growth
sectors of the country However, despite growth in
revenues, the profits for the year remained under
pressure and the year closed ot Net Profits of
Rs. 404 Million.

Rs. in ‘000

2,699,426
403,529
13,951
418,802
101,213
292,500
292,500
389,025
39,040
15%

12%

Rs. 2.89
Rs. 25.33
Rs. 40.90

The revenues for the yeor registered a growth of 6% at
Rs. 2,699 Million as against Rs. 2,452 Million of last year.
The increcse is mainly recorded in our Logistics and
Forklit Fleel segment which went up from
Rs. 206 Million to Rs. 459 Million. On the Power
Generation Equipment side, the revenues went down
from Rs. 2,139 Million to Rs. 2,047 Million, mainly due to
Non Avoilability of Gas, especially in the Northern part of
the country and continued slump in the Textiles sector,
which is our main source of revenue for the higher
capacity segment. Accordingly, our Fleel ulilization level
went down resulting in idle copecities during the year,
whereby our Time Utilization % went down by 2% points.
During the year, the Gas Engine Rental segment
continvously remained below expectations due to non
availability of Gas, especially in the northern part of the
country. The Government needs to address the
availability of Gas to Captive Power Plants, moslly in
the textile business to ensure that they remain
competitive in the internafionol market and generate
export revenues for the country. The Government also
needs fo study the high value added sectors for the
consumption of Gas so that this precious resource of the
country is used in opfimum manner in the high volue
added sector of the economy. Though the Management
had expected that with the arrival of LNG in the country,
the utilization level of its Gas Engine Rental segment will
increase, however, the ongoing imbroglio over ifs pricing
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and distribution has severely offected the availability of
Gos o Captive Pawer plants and its resultant impact on
our Gas Engine Rental segment.

The Depreciation for the year went up from Rs 611
Million to Rs. 749 Million during 2014-15 mainly on
account of liarah ossets investment in last couple of
years. Also our Financial Charges for the year went up by
Rs. 37 Million. The increase in these two major expense
heads, directly related fo Investment in Renfal Fleet
eroded Rs. 175 Million of profitability for the year. The
Sclaries and Wages registered o growth of 28% which is
affributable to three main factors. Growth in Saoles,
resulting in increase Labour costs, increases in minimum
wage rates from Rs. 10,000/= to Rs. 12,000/= ond
change in the Sales mix to Logistics and smaller unit
segment resulting in higher Woge element. Repairs and
Maintenance registered a slight increase of Rs. 171 Million
compered to previous year, registering a decrease of
0.5% in % terms over Sales, mainly due to reduction in
prices of Lube Oil and reduction in Parts prices due to
oppreciction of Pak Rs vis-G-vis US §. Fleet Vehicle
Running costs went up from Rs. 35 Million to Rs. 84
Million in 2014 15 due fo increase in the
corresponding sales in cur Logistics Market segment.

Administration and Selling Expenses went up by Rs. 18
Million, which includes the impact of Rs. 5 Million paid
for the increcse in Authorized Capital Fund of the
Modaraba.  Due fo confinuous increase  and

diversification of the business, expenses have gone up
for the Selling and Administration Expenses for better
control of the business segments.

During the year, the Income from Profits on Savings
Accounts went down to Rs. 11.7 Million from Rs. 13.4
Millien of preceding year meinly on account of reduction
in Mark up rates. Gain on Disposal of ljarah assels clso
went down by Rs. 12.3 Million, as the disposal of assets
remained low due to lower demand of Used Assets in the
markel. The Modaraba Management Company has
also kindly agreed 1o charge reduced fee @ 2.5% of
Modaraba's Net Income as compared to o maximum of
10% allowed under Modaraba Ordinance, which works
outto Rs. 10 Millicn as compared to Rs. 6.5 Million of the
prior year.

During the year, the new investment in the Rental Assels
s recorded of Rs. 1,308 Million, making total investment
in the ljarah assets af Rs. 7 3 Billions. The new investment
in the liarch Assets covered all arecs of cur Porffolio
investment, including smaller capacity Diesel Power
Generation  Equipment,  Forklifts  ond  Logistics
Equipment. The market capitalization of the Moadaraba
now stands at approximalely Rs. 6 Billion compared to
NET WORTH of Rs. 3.7 Billion of the Modaraba as per
books of accounts at June 30, 2015 closing. Despite
reduction in the profits of the Modarabe, the
Management has opted to distribute 20% Cash
Dividend, which works out lo 96.75% of Profits afler 25%
statutory retention as required under the Modaraba laws
and regulations.

Rental Power remains the main engine of growth, both in
the Diesel end Gas Engine Power Rental business. The
Modaraba is continuously expanding its Fleet by
inducting new CATERPILLAR ENGINES, offering fuel
efficiencies and complicnce to better environmental
standards. The fuel effidency is erucial due to rising fuel
prices for beth Gas and Diesel, This fuel efficiency gives
competitve edge fo the Modaraba and generales
premium on its price offering to its customers.

The construction rental  business did pick some
momentum during the yeor but is much below the
requiremnent and potential of the country. Though we feel
that there is excess copacity of construction equipment
avallable in the country, both with the construction
compenies and investor cum operator unerganized
sector, but sill there is o window of opportunity in niche
market segment of Cranes and other specialized
Equipments. Modaraba is confinuously reviewing its
Praduct portfolio and as soon as any viable profitable
opportunity comes, the Modareba hes the required skills
set available to immedialely induct equipment ta cater to
the market demands.

On the inbound logistics segment, the Modaraba is
confinuously offering complete 360° solutien to its
customers, especially in the bottling industry with efficient
and cost effective solutions through its CAT Forklifts. The
revenues from this segment went up from Rs. 123 Million
to Rs. 207 Millien during the year and are further
expected fo grow to Rs. 300 Million in the coming year,

The Management feels Ihat logistics is the [ulure
potential area of investment and growth for the
Mocdaraba. Pakistan is still in the primitive age when
road logistics are concerned. The lack of investment in
the sector, roadside engineering praciices and overall
lack of infrastructure have created many inefficiencies
resulling into higher transportation costs. Modaraba has
entered info rental agreements for the transperiation
contracts with leading FMCG brands, which portreys the
confidence of our customers on our ability to deliver on
our commitments despite being new in the business. To
qualify as compliant with HSE stendards, the Modaraba
gol cerfification of its Logistics business for Compliance



of Responsible Sourcing Audit conducted under the
guidelines of SMETA by Bureau Veritos Pakistan. We see
huge potential for growth in the sector with some leading
FMCG  brands, developed our
relationship by offering rental solutions fo them, both in
the Power Rental and Logistics Rental businesses. As
mentioned earlier our invesiment in the secfor now
stands of Rs. 1,128 Million as ot June 30, 2015,
generating liorah Scles of Rs. 252 Million

Dividend

where we have

The Board is pleased to announce a cash dividend ol
20% i.e. Rs. 2/ =per certificate of Rs. 10/- each

Rights Issue

The Managemenl is conlinuously expanding its Rental
Fleet. both in Power Generation Renial business anc
logistics business, where it sees potential for invesiment
and growth. This is evident of the investmenl mode of
Rs. 2,018 Million in 2013 -14 and Rs 1,350 Million in
2014 - 15, which works out to olmost hall of the 2015
Closing liarah Rental Fleet. The growth in the previcus
years was financed from strong internal cash generation
by way of profits retention, financing from Islemic Banks,
Modarabas and lslamic window of the conventional
banks. Rights lssue in the last years not only helped in
financing the growth in the Rental Assels but in the
Process that Debi Equity
maintained for continued availability of credit lines from
the banks af continuously reduced mark up rafes, This
year again the Management projecs to invest Rs. 1

also  ensured Ralo 15

Billion mainly in some new Projects pertcined fo Power
Generation, Forklifls and Logistics Rental Fleet to ensure
that Modaraba remains the leader in Rental Power
segment and caiches on ihe cpporiunity in the logishcs
business with blue chip companies. Therelore, we feel
that there is an oppertunity for our Certificate holders 1o
invest in this growth of the Modaraba and accordingly
board has decided to issue 20% Right Cerificates e, 1
Right certificate for every 5 Cerlificates held al g premium
of Rs. 13.3 per Cerlificate. The premium is worxed out
based on the Break-up Value of the Certificate as of June
30, 2015 as per cudited financial statements less Cash
dividend declared for the year.

Keeping in view the fact that presently the investment
opportunities are limited in the couniry these days, this
Rights Issue offers excellent opportunity to our Certificale
holders. The track record of the Modaraba itself depicts
the pofential benefit that the Rights issue offers fo
Certificate holders compared lo its present price at the
Stock Exchange. In addition, the Rights Issue will also
qualify for investment rebate in ferms of section 62 of the
Income Tax Ordinance, 2001.

Credit Rating

The Mancgement of the Modaraba is pleased to inform
that JCRVIS Credit Rating Company Limited has
maintained the entity ratings of Allied Rental Modaraba
(ARM) at A +" [Single A Plus) for long term & "A-1"

(Single A-One) for shorl ferm. This again depicts the
confidence of the rafing agency on the performance of

the Modaraba and its copacty to meet its financial

obligations.

Cat® Rental Power Operational Excellence Program

As menfioned in the year's reporf, the
Modercba had voluntecred to go through with the
rigorous program of development, compliance and audit
of its Operctional parameters and processes to ensure its
compliance fo best practices in all areas of its functions,
including Sales, marketing, finance, operations, IT and
Hegclth and Scfety. The Management had commited itself
to work on further improving the areas identified in the
previous report by CATERPILLAR Six Sigma Black Belf
team to achieve FIVE STAR STATUS. We are pleased fo
announce that during the yeer the audil was conducted
by Caterpillar Six Sigme Black Belt teorn and Modarabo
able to achieve the FIVE STAR Cerlification.
Modaraba is the seventh such dealership Worldwide to
Certification and it recognized
internationclly that despite difficult working environment

previous

WS

achieve this wWas
compared fo other developed world economies, the
Maodaraba was able 1o achieve such high standards of
excellence with highest marks recorded by any previous
certificate holder Worldwide.

During the year, the Modaraba received the Best
Performance Awerd from NBFI ond MODARABA
ASSOCAITION OF PAKSITAN securing First position
among  the Madaraba also  received
“Certificate of Excellence” from Management Associahion
of Pakistan during 30th Corporate Excellence Awards
Ceremony.

sector. The

The Modarcba also received “FPCCl Achievement
Award” on their “Qutstanding services in Invesiment in
Rental Business Assets Management during 2nd FPCCI
Achievement Awards organized by The Federation of
Pakistan Chambers of Commierce and Industry (FPCCI).
The award was confronted by the President of Pakistan.
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IT infrastructure

Considering the confinuous growth of the Modaraba in
mulfi-dimensional Rental business portfolio with Assct
base reaching Rs. 5+ billion, the management feels il's
now the time lo invest in its IT infrastructure. Therefore it
has decided to implement state -of- the- art ERP solution
for its rental operations using Microsoft AX Dynamics
ploform with an integreted odd-on Germon based
computer software SYCOR for its rental business needs.

The Licenses for the softwere have been purchased and
implementation hos started with training of the team
members. The management feels confident to start the
implementation immediately afier the closing of its June
2015 accounts and plons to complete its implemeniation
by the close of financial year ending 2016.

Through ERP implementation, Maodaraba will be

benefited in the following ways:

* Unlike peint solufions (historically used by smell 1o
midsize businesses) that rely on multiple (sometimes
duplicating) databases which strain IT resources, ERP
solutions standardize the use of one application to
run its enfire business. This not only increases
efficiencies, bul also decreases the overall total cost
of ownership [TCQ), thereby reducing operational
costs and improving the Modarabe's profitebility,

* Tighter controls for financial as well as Caterpillar
Five Star Rental compliance declaration and other
statutory forms of compliance reporting.

* The single data scurce for product and services

information such as information related 1o
suppliers, customer orders and the products
themselves - drive rapid product development and

launch cycles which increases a company's overall
market share,

* Increosed occess to voluable corparate data delivers
a clear, global view of the business thet drives
confinuous imorovement sfralegies and establishes
common performance metrics and measures 1o
gauge the health of the business.

* Effeclively managing projects holistically fosters
decision making of all crifical levels starfing from
develooment to cll its operctional phases.

* Support for streamlined sourcing and procurament
processes drive alignment to customer demands and
also deliver a centrelized buying model fo reduce
unaulhorized end unnecessary expenses.

* Providing sales and operations planning with access
fo crilical information fosters "closed loop" processes
that ensure the business does not overpromise
and/or under deliver 1o s customers.

Automating business processes such as invoicing and
soles and purchose orders within one system improves
forecasting accuracy and reduces inefficiencies. Using o
single base of information for billing and cther customer
inferactions improves service levels and increases
customer retention.

Future Outlook

The phenomenal strength of Caterpillar brand name
and our strategies makes us to feel proud and confident
te achieve our plons for 2015 -16 ond cnwords. By
opplying prudent policies and disciplines in our business
operations, we cre confident that the targels sets for the
year will be ochieved. We see year 2015 as an
opportunity to consolidate and mantain our markel
share in the Power Rental business however, we are quite
aware of the challenges ahead because uncerainty still
persists about the revival of the fextiles sector ond
availability of Ges / LNG o captive power plants in the
couniry,

Despite the challenges facing the country, we feel that
our country is blessed with rescurces, all the way from
Karakeram mountains fo the hilly areas of Baluchistan.
We are a country rich in nalural resources, have vast
agricultural resource able to graw Cotton, Rice, Wheat,
Maize, Pototo, Fruits ond Vegetcbles. With over 180
Million population, we see our country as big market for
all sorts of investment, whether industrial investment for
rnsing Power Generotion demand or investment in the

logistics seclor by partnering with leading FMCG brands.

We feel our commitment to the country and our
customers and shall confinue 1o work with them in all
seciors of the economy to meet their Rental products
demands. Wherever we see window of opportunity, we
must not let these opportunilies lapse and must continue
lc maoke new invesiments in all sorts of Rental products by
offering Islamic ljarah Rental products and work with our
customers for their renial needs,




OUR COMMITMENT TO REGULATOR AND
CERTIFICATE HOLDERS

As a responsible corporate entity, we shall continue to
conduct our business in a transparent way, working
closely with the reguletor to ensure comgliance in all
discipline of our business including complete Shari‘ch
compliance.

We feel that we must fulfill our promise to our Certificate
holders by:

a) complying with Islemic Shari'ah principles in all our
business areas;

b) generate fair returns on their investment through
cash dividends and offering of Rights Certificotes,
unfortunately, with the faxafion of Bonus issue, the
issue of bonus shares & cerlificales has desclined
since then; and

¢! develop long term growth and sustainabilily plans of
the Modaraba, keeping in view different segments of
its Rental Asset portfolio to ensure optimum mix of its
asset base. Rentol business is both Capital and Labor
intensive as we not only maintein the equipment but
continuously operate the units of customer sifes. This
requires not only continuous review of its asset
portfolio on an ongoing besis fo ensure oplimum
ulilization of its Capital but confinucus improvement
and review of its aperational contrels to not only
maintain asset health but to provide quality service to
ifs customers.

Governance framework

Qur governance framewark is designed to ensure that
the Modaraba lives up to ils core volues and principles,
instilutionaclizing excellence in everything we do. Driven
by the highest governance standards of integrity,
fransparency and zeal lo profec! slakeholders’ volue,
Modaraba has cligned its governance framework fo the
industry’s best practices. The board of directors ond
senior managemen! ploce significant emphasis on
internal controls, which trickles down to each and every
employee of the Medaraba

The Boord of Directors is commitied to open, ethical,
knowledgeable and comprehensive management and fo
developing ond  implemeniing gooc  Corporate
Governance as a means of ocnieving maximum success
and effectiveness. In short, good Corporate Governance
is a ool for enhancing the velue of the Company and its
sustainable growth. The work of developing good
Corporate Governance s ongoing, and aims fo
incorporate standards universally practiced.

Control Activities

The Modarabe has determined o number of control
activities thal accord with the nature of its business
operations and assigned responsibilities in such a way
that mutual supervision is in effect.

Review

The Board meets at-leasl ence each quarter to consicer
Modarabas financial performance, financial and

operating budgets and forecasts, business growth and
developmenl plans, capilal expendilure proposcls and
other key performance indicators. Post complefion
reviews are perfermed on all
expenditures,

material investment

Audit

The Heod of Internal Aucit functionally reports to the
Board of Audit Committee. The Internal Audit function
carries out reviews of the financial, cperational and
compliance confrols end report’s findings to the Board of
Audit Committee, Chief Executive and the concerned
department heads. The Office of Internal Audit provides
assurcnce fo the Audit Committee concerning the
adequacy of disclosure, transparency of data, internal
controls and appropriate risk management practices.
The emphasis is on preventive, creative investigation and
auditng that conforms to international standords and
good Corporate Governonce. The Board of Audit
Commiliee receives reporis on the system of infernal
controls from internal and externcl audiiors and reviews
the process for monitoring the effectiveness of cantrols.
The audit deparment alsa remains in close contact with
Shari‘ah Advisor and seeks guidance on compliance fo
Shari‘ah principles in all areas of its business activities.

Whistle Blower Mechanism

The Board has developed the Whislle Blower Mechanism
in line with the requirements of the Code of Corporate
Governance. There may sometimes be circumstances in
which people feel uncomferiable raising issues directly
with their managers. Hence we plen to provide o
confidential "whisile blowing” mechanism throughout the
Modaraba which the employees will be able to use. The
policy encourages open discussion of these issues and
no one will be disadvantaged as o result of informing in
good faith any concerns about compliance with the
Modarabas Code of Conduct, Under the policy, all
disclosures are kept confidential and the identity of the
individual making the allegelion may be kepl
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confidential so long os it does net hinder or aggravaole

any investigation. However, the investigafion oprocess

source of the information and the
individual making the disclosure may need to provide o

stotement as part of the evidence required. If an

may reveal the

employee needs to make a disclosure he/she should first
raise the issue to his/her [.')I;-;'J:.'l-tﬂl:rr Head (Unless
he/she is the potential trensgressor], in which case
he/she can write to the Audit commitiee in the following

formoat for the purpese of recording end monitering

* The background and history of the concern (with
relevant dates|

* The reason why they are particularly concerned

cbout the situation
Alternative Complaint Methods:
Independent Hotline:

An independent complionce hotline, operated by an
exlerncl agency gives employeas the opporlunity 1o
report potentiol impropriefies in financial reporting or
other matters. The holline is cvailable 1o all ond callers
can remain anonymous if they wish

Directors
The Structure of the Board of Direciors

The Board of Diractors consists of qualified individuals
possessing knowledge, experience, and skills in various
professions, with the leadership and vision necessory to
act in the best interests of the Modarabe and its -"F\"'r";f(‘“Tf'-
holders. The Board of Directors has a major role to play
in deciding corporate palicy, and with senior e exacufives

making plans for Ithe shor-term  and  long-lerm
operations of the Modaraba.
The Board of Directors oresently comprises seven

individuals, composition of which is as follows:

* Five non-execulive direclors representing  Allied

Group of companies, the majority shareholder:

* One executive director being the CEQ of the
Management Company, managing the affairs of the
Modaraba; and

ndependent Director. Mr. Abdul | oh m Surive
ents of the Code of Corporate

* One
as per the requirem
Governance.

Nen executive directors are qualified individuals and
required expertise, knowledge and the skill to
vely provide guidance to the sanior management
and confrol the

alfairs of the Medaraba atiributes
requirea by the SECP The Chairman of the Baard is other
than the CEQ. Meetings of the Board of Diredors are
held regularly to lake notice of the results of business

rotons and their management and to make
cisions concerning the Modoraba’s business activities,
3 ‘]I\U fake pl: ce lo consider business trends and
op --_:T cnal ;.—!-_1! s of the Moderaba. Varicus p|:ﬁ| ng
scenarios are deliberated on, as well as the Modaraba's

[T

annual business

Mr Abhdul Rahim
appointed on the Board is a seasoned professionel and
an independent view to the business and contro
processes based on his expertise and  knowle edge,
: y with reference to Governance policies and
sustainahbility standards

Suriya, as an independent directar

Boord meetings tock place during the vyear
Arendance of each of the director was as follows.

Name of Director No.:;en:;{:'ngs
Ar. Khwaja Asif Rehman 2
Mr. Murtaza Ahmed Al 4
wed Feisal Alj 3
Ar, Ali Akbar 4
Mr. Raees A. Khan ]
Mr, Rahim Suriya 4

~ Hassan Shahzad Abidi 4

Leave of absence was granted to directors who could nof

aftend the above meetings.
Development of Directors

the management policy fo encourage directors,
-utives, ond pe-rm'npi concerned with corporate
:rnance to take par in seminars or'nd courses lhal
| em in the performance of their duties and
effectiveness. As of today, 4 out of
>ctor are gualified individuals under the CCG
chive. We are expected to ensure that by the June
6, the date set '._Ind'PF the Code of Corporate
x1), oll directors will have undergone
required gualification cerification.

ance their

are given induclion training
their role, duties, and
of the Modaraba,
legel obligations end the regulations that apply to
m as directors of a listed entity. They also go through
gorous opproval mechanism set ot SECP with
. r;:n-:{-_.-r_iar: by Registrar Madarabas, especially
elerence o their knowledge on Islamic Finance and
Jriah com [..IILH‘\U" standards,

wly appointed directors
intfraduces

them to

cs well os knowledge




Compliance with Corporate Governance

The Board of Directors reviews all significant matters of the Company. These include Company’s strategic direction,
annual business plans and targets, related party transactions and decisions on long ferm investments and
borrowings. The Board is commitied to maintain high stendards of Corporate Governance.

The Board of Directors is pleased to report that:

.

The financial statements prepared by the management of the Modaraba, present fairly its stote of affairs,
the result of its operations, cash flows end changes in equily.

Proper books of accounts of the Modaraba have been maintained.

Appropriate accounling policies have been consistently applied in preparation ot financial stotements and
accounting estimates are based on reasonable and prudent judgment.

International Accaunting Standards, as applicable to Modarcbas in Pakistan, have been followed in preporation
of financial stotements.

The system of internal control, which is in place, is being continuously reviewed by internal audit and other such
procedures. The process of review will confinue and any weakness in controls will be removed.

There are no significant doubts upon the Modaraba's ability to confinue as a going concern.
Summary of key operating and financial dato for the lost six years is included in this annual report.

There are no statutory payments on account of faxes, duties, levies and charges which are outstanding as on June
30, 2015 except for those disclosed in the financial statements

The trading in certificates carried out by the Directors, CEO, CFO, Company Secretary, their spouses end minor
children is reported as under.

Name Designation Purchase / Rights lllt
Mr. Murtaza Ahmed All Chief Executive OHicer 62,381
Syed Feisal Ali Non-Executive Director 250,000
Mr. Al Akbar Nan-Executive Director 10,187 10,000
Mr. Rees A. Khan Non-Executive Director 65,000 -
Mr. Hassan Shohzod Abidi Non-Executive Director 812
Mr. A. R. Suriya Independent Director 5125
Mr. Naveed Shaheen Chief Financial Officer 4
Mr. llyas Asif Company Secretary 1,100 -

The value of investments in Employee’s Provident Funds based on the audited finencicl statements of the fund as
at December 31, 2014 is Rs. 45,847,023 (2013: Rs. 34,863,733].

The pattern of holding of certificates by the certificate-holders is included in this annual report.

The Board has formed a Human Resource Commitiee in compliance with the requirements of the Code of
Corporate Governance. The Committee makes recommendalions io the Board for mainteining:

(i) a sound organizationcl plan of the Company;
(i} an effective employee development program; end

(iii] sound compensation and benefit glens, policies ond proctices designed to aftract and retain high caliber
personnel for cffective management of business with a view to achieve set objectives.

The Human Resource Committee met one time during the year with a participation of 100% of its members.

The Board has formed an Audit Commitiee in compliance with the requirements of the Code of Corporate
Governance. The Committee comprises of three members. The head of the Audit Committee is an Independent
Director. The Commiltee reviews the periodic financial sicterments and examines the adequacy of financial policies
and practices fo ensure that an efficient and strong system of internal control is in place. The Commitiee also
reviews The audit reports issued by the Internal Audil Department. The Audit Committee i1s also responsible for
recommending to the Board of Directors the oppointment of external auditors.
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*  The Board of Audit Committee met four times during the year, Attendance of each of the member was as follaws:

Name of Director No. of meetings
Abdul Rahim Suriya 4
Syed Feisal Ali 3
Mr. Ali Akbar 4

Leave of absence was given fo the director who could not attend the above meeting.
Auditors

On the recommendation of the Audit Committee, the Board has approved the reappeiniment of the present auditors
M/s. A. F Ferguson & Co. Chartered Accountants as auditors for the year ending June 30, 2016 subject to the
approval of Registrar of Modaraba Companies & Modarabas.

Shari’ah Audit Report

The Modaraba continues fo seek guidance from its Shari’ah Advisar, Mufti Irshad Ahmed Aijaz as and when required
to ensure full compliance to Sharia’h Audit mechanism developed in consultation with Registrar Modarabas. The
internal audit department has also been trained to handle the cay to day offairs of the Modaraba ensuring complete
adherence to Shari‘ah policies and principles. The Shariah’ Aud 1 Report issued for the offairs of the Modaraba for the
year ended June 30, 2015 is attached in the Annual Financial Statements.

Acknowledgement

Our people ore the key driver behind the sustained growth of the Mcdaraba. The Directors acknowledge the
confribution and efforts of each and every employee of the Modaraba, who by meeting customer expectations of high
level of services ensures continued business for the Modaraba.

We would also like to express our sincere gratitude fo the Regist-ar Modarabas, Religious Board, financial institutions
and our business partners for their continued support and guidance; and our customers for their continued patronage
and business. We are also grateful to our certificate holders for their support and confidence in our mancgement.

On behalf of the Board

Murtaza Ahmed Ali
Chief Executive
August 27, 2015




PURPOSE

The purpose of the Human Resources Commitiee is
fo assist the Board in fulfilling its cbligations relating

to Human Resources Polcies and relaled matters
continuity

ond 1o establish ¢ plan of and

development of Human Resources for Allied Rental
Modaraba

COMPOSITION AND OPERATIONS

A. The Committee shall be composed of the
following THREE members,
» Khwoja Asif Rahman - Chairman

» Syed Feisal Ali Member

s Murtaza Ahmed Ali — Member

B. The Commitlee shall meet af least once each
calendar year.

C. The quorum of the committee is three

members.

D. From time lo lime, as deemed reguired by the
Committee, Committee  shall
independent advice regording
Resource and Compensation issues.

the oblain

Humen

E. The Head of Human Resources / Company
Secrelary shall serve as the Secretary ot the
Committee.

DUTIES AND RESPONSIBILITIES

Subject to the powers and duties delegated by the
Board of Directors of the Modaraba. The HR & R
Committee following
recommend to the Board for their aporoval:

will  review the and

A. Recommending lo the board the selechon,
evaluation, and succession planning across the
company.

B. The objectives, stralegies ond overall business
plens of Human Resources and ensure thal
they are within the framework of existing laws
and regulations.

C. The Modarcba’s compensation and benefits,

philosophy, strategy and guidelines and review
their compliance with laws and any applicable
guidelines established by the Lobor Laws of
Pakistan, competitiveness with the market and
frequency of review accounts for annual
country inflation rate and chenges in Irends in
the country

D. The Moderaba's strategy, plan and proposal
celated 1o annual  increments,  salary
adjustments ond  performance ond profit
bonuses of the Modarcba's executives

E. The Modaraba’s strategy related to Human

Capital Management and Planning including:
and
Business

l.  Recruitment
aligned to
philosophy;

Selection strategy is
objectives and

II. Training and Developmental needs of
Humon  Resources ore  idenlified,
adeguately met and cligned to business
objectives; and

ill. Performance Evaluation and Menagement

System s objective, {ransparent and

unbiased.

E Review the Human Resources Policies and
Procedures of the Modarcba and ensure that
they are updated from fime lo time fo keep
abreast with markef praclices

G. Review and recommend Core Vaolues to be
adopted by the Modaraba.

H. Review ond recommend changes to the
Commitiee’s terms of reference, as and when
required.

ACCOUNTABILITY

The Committee shall report its discussions to the
Board by oral or written report ot the Board

meeling.
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Mandate
lo provide strategic advice, guidance and direction to the Board of Directors on technology initiatives,

To develop Board briefings and input on the developmen of:

= policy positions which address technolegy, communications and information management related
initiatives;

- roposed federal and/or provincial legislation that may have broad technology implications, and
P s d ¥ gy s !

- changes to existing legislation which may have an impact on the Modaraba's ability to perform its duties,

To explore and make recommendations regarding technology tools and resources that would benefit an
employees routing practices

To undertake appropriate surveys, dialogues and outreach programs fo ensure the commitiee understonds
and is representing the Moduarcba’s concerns

Duties and Responsibilities

To ensure management have the opporiunity to provide and demonstrate leadership invelving technology
inthatives that impact their practices.

To provide advice ond guidance on proposed technology initictives in which employees has been asked to
participate and thaf affect management and the way in which they provide services.

To develop and recommend policies, guidelines and standards appropriate to lechnology initiatives which
impact on our employe’s ability to practice

To consult and seek input from the menagement, other stakeholders end interested parties on matters before
the Commitiee, if required

To develop a relationship, which provides on opportunity (o1 the IT Steering Committee (ITSC) to influence
employees participation and provide leadership on Information Management and Technology initiatives that
impact on the Medaraba,

To recommend priorities for new technology initiatives that benefit the Madaraba,
To ensure that IT initictives embody the overall mission and obiectives of Modaraba.
To evaluate the sustainabilily and governance implications of the technology initiatives we participate in.

To ensure that the IT Strotegic Plan is aligned with the Modaraba Business Plan




v.

Vi

To submit an annual report on the commitlee’s aclivities, as part of the Reporls to Board of Directors.

To submit a monthly ITSC update to the Boerd of Directars on issues, priorities, policy implications,
recommendalions, aclivities and actions.

Sub Commitiees/Working Groups

Subcommittees and working groups will be established as the need arises and at the direction of the
commitiee chair. They will be tasked with definitive objectives related to e specific strategic issue.

Subcommittees and working groups will enable the ITSC fo seek out the appropriate subject matter expertise
from within the Modaraba to assist in the reseerch, analysis and development of policy, guidelines and
recommendations to be brought 1o the ITSC and subsequently to the Board.

A subcommittee or working group will be chaired by a sitting member of the ITSC.
Committee membership

The IT Steering Commitlee is comprised of six members including al least one Director. All Committee
members will be appointed by the Board of Directors.

The ITSC will strive lo be representative of the Modaraba as a whole. Geographic and gender representation
will be taken into consideration, as well ¢s varying degrees of computer compelencies.

Committee members may be recommended by sitling committee members, the Board of Directors or
recruited from lists maintained in the Modaraba data base of members with an expressed inferesl in
information management and fechnolegy.

In the event the committee is unable to fill one of the six seats, the committee may invite a member whose
term has expired to sit for a one year extension.

Quorum and voting

A minimum of one half of the veting commiittee members will comprise a quorum. A molion is passed by a
majority vote of the members in attendance. The committee chair is a voting member and will vote on
matters requiring o decision. The chair will cast the deciding vole in the event of a tie,

Committee Meeting Schedule & Support

Members may be called upon fo participate in telephone and/or online conferences if @ matter of urgency
occurs between regularly scheduled meetings. Support for rural members will be provided through the use
of appropriate fechnologies. The Committee shall meel cllecst once every quarier of the financial year

VIl. Accountability

The ITSC is advisory fo and accountable to the Board of Directors. Any formal policy or position will require
Board approval. Minutes of committee meetings shall be maintained and made available to the Board upon
request,
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Purpose:

The commitiee is responsible for essisting the Board
of Directors in discharging its responsibilities primarily
in terms of:

* evalucting and  reporting  financicl  and
non-financial information to shareholders;

* reviewing lhe system of internal controls and risk
management; and

L]

reviewing the business plon end determining that
it reconciles with the Modaraba's visian, mission,
corporate stralegy & objectives. Additionally, the
commiftee has the authority lo obtain any
informetion it requires from the management and
to meet direclly with external auditors.

Meetings and Attendance:

The Audit Committee comprises of three members, all
of whom
expertise. The Head of Internal Audit is the Secretary
of the Commitiee. The Committes held four meetings

hove sufficient financicl management

during the year and held separate meetings with the
Chief Financial Officer, Head of Internal Audit and
members of Internal Audit Funciion end External
Auditors represented by the Engagement Partner as
required by the Code of Corporate Gavernance. The
Audit Commillee recommends to the Board, the
appointment of external auditors, their removal, audit
fees and the provision by the external cuditors of any
service fo the Modaraba in oddition to audit of its
financial  slatements. The Board gives due
consideration fo the recommendations of the Audit
Committes in all these matters.

The Chief Financial Officer of the Modaraba regularly
attends the Audit Committee mectings lo present
financial and other information specifically addressed
by the Head of Internal Audil,

Responsibilities:

The Boara of Directors hos determined the terms of
reference of the Audit Committee and oprovides
adegucle resources ond authority fo enable the Audit
Committee to carry out ifs responsibilities effectively.
Among other responsibilities, the terms of reference of
the Audit Committee includes the following:

[#

(b

(c]

(d

le)

()

(h)

(k)

determination of oppropriate measures to

safeguard the Modaraba's essets;

review of quarterly, half-yearly and annucl
financial statements of the Modaraba, prior to

their approval by the Board of Direclors.

review of preliminary announcements of results
prior fo publication;

facilitating the external audit and discussion with
external auditors of major observations arising
from interim and final audits and any matter that
the auditors may wish 1o highlight;

review of menagement lefter issued by exiernal
audifors and monagement’s response thereto:

ensuring coordination between the infernal end
external auditors of the Modaraba;

| review of the scope and extent of internal audit

and ensuring that the internal audit function has
odequate resources and is appropriately placed
within the Modareba ;

major findings of internal
investigofions of aclivities characterized by froud,
corruption abuse  of and
monagement's response therelo;

consideration of

and power

ascertaining that the internal control systems
including finencial ond operational conlrols,
accounting systems for timely and appropriate
recording of purchases ond sales, receipts ond
paymenis, assels and liabilities and the reporting
structure are adequate and effective;

review of the Modaraba’s stalement on internal
control systems prior to endorsement by the Board
of Directors and internal audit reports;

instituting special projects, value for money studies
or other investigations on any matter specified by
the Board of Direclors, in consultation with the
CEO and to consider remittance of any matter to
the external auditors or lo any other external
body; and

compliance with  relevant

statutory requirements.

determination  of
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with the best practices of the code of corporate governance

This statement is being presented to comply with the
Code of Corporate Governance (CCG) contained in
Regulation No. 35 of Chapter XI of the Listing
Regulations of the Karochi Stock Exchonge for the
purpose of establishing o fromework of good
governance, whereby a listed Modaraba is managed
in compliance with the best practices of corporate
governance.

Allied Engineering Management Company (Private)
Limiled (the Modarabe Management Company) is
not listed. However, Allied Rental Modarcha is listed
ot Korachi Stock Exchange. The Board of Directors of
the Modoroba Management Company s
responsible for managing the offairs of the
Madaraba,

Allied Rental Modaraba has opplied principles
contained in CCG in the following manner:

1. The Management Company encourages
representation of non-executive directors on its

board of directors. At present, the board

includes:

Category Names
Independent Director ~ Mr. Abdul Rahim Suriye

Executive Director Mr. Murtaza Ahmed Ali

Non-Executive

Directors Mr. Khwajo Asif Rahman

Syed Feisal Ali

Mr. Raees A. Khan

Mr. Ali Akbaor

Mr. Hassan Shahzad Abidi

The independent director meets the criteria of
independence under clause ijb) of the CCG. All
the Direclor’s appointment have been duly
approved by the Registrar Modarabas, Securities
ond Exchange Commission of Pakistan (SECP).

2. The directors have confirmed that none of them
is serving as director in more than seven listed
compenies, including  this  Management
Company.

3. All the resident directors of the Modaraba
Management Company are registered as tax
payers and none of them has defaulted in
payment of any loan to a banking company, @
DFl or an NBF! or, being a member of o Stock

6.

1.

.No

Exchange, has been declored as defaulter by thaot
Slock Exchange.

During the year, no casual vacancy occurred on
the Board of Direclors.

The Modarcba hes prepared o ‘Code of
Condudt’ and has ensured that uppropriate steps
have been taken to disseminate it throughout the
Modaraba clong with its supperting policies and
procedures,

I

The Board has developed a vision / mission
stolement, overall corporate strategy and
significant policies of the Modaraba. A complete
record of the porticulars of these significant
policies along with the dates on which they were
approved or amended has been maintained.

All the powers of the Board have been duly
exercised and decisions on material transactions,
inclucing appointment and determination of
remuneralion end terms and conditions of
employment of the Chief Executive Officer of the
Mcdaraba  Management  Compeny, other
executive and non  execulive directors, have
been taken by the Board.

The meetings of the board were presided over by
the Chairman and, in his absence, by o director
elected by the board for this purpose and the
board met at least once in every quarter. Written
nofices of the board meetings, along with
agenda and working papers, were circulated ot
leas seven doys before the meetings. The
minutes of the meetings were cppropriately
recorded and circulated.

As of today, there are é Directors out of 7, who
mee! the fraining reguirements under the CCG
directive. 1 Diredor has yet to obtain the
certification which shall be oblained before June
30, 2016 in accordance with the requirement of
the CCG

iew appointmen! of the Chief Financial
officer, Company Secretary and Head of Internal
Audit was made during the year Their
remuneration ond ferms and conditions of
employment have been approved by the Board.

The Directors’ Report for this year has been
prepured in compliance with the requirements of
the CCG and fully describes the salient matters
required fo be disclosed.




12. The financial statements of the Modaraba were
duly endorsed by CEO and CFO before
approval of the Board.

13. The Directors, CEO and executives do net held
any interest in the certificates of the Medaraba
other then that disclosed in the pattern of helding
of certificates.

14. The Modaraba has complied with all the
corporate and financial reporting requirements
of the CCG.

15. The Board hos formed an Audit Committee. It
presently comprises of three members all of
whom are non-executive directors and the
Chairman of the committee is en independent
director.

16. The meetings of the cudit committee were held at
lecst once every quarter prior fo the approval of
interim and final results of the Modarabe os
required by the CCG. The terms of reference of
the committee have been formed and advised to
the committee for compliance.

17. The board has foermed an HR and Remuneration
Committee. It comprises of four members cf
whom three are non-executive directors and the
chairman of the commitiee is a non-executive
director.

18. The Board has set-up an effective infernal audit
function including  Shari‘ch  compliance
mechanism as required under circular 8 of 2012
issued by the Registrar of Moderabas, Securities
and Exchange Commission of Pakistan. Muffi
Irshad Ahmed Aijez is the Shari’an Advisor of the
Modaraba and has issued Shari‘ch Review

On beha!f of the Board

Murtaza Ahmed Ali
Chief Executive
August 27, 2015

Report for the year ended June 30, 2015.

19 The stolutory auditors of the Modaraba have
confirmed that they have been given o
satisfactory rating under the Quality Control
Review program of the Institute of Chartered
Accountants of Pakistan, that they or any of the
partners of the firm, their spouses and minor
children da not hold certificates of the Modarcba
and that the firm and all its portners are in
complionce with the International Federation of
Accountants (IFAC) guidelines on code of ethics
us odopted by the Insfilute of Chartered
Accouniants of Pokistan.

20. The slatutory cuditors or the persons associated
with them have not been appointed fo provide
other services excep! in accordance with the
listing regulations and the oudifors have
confirmed that they have observed [FAC
guidelines in this regard.

21. The ‘closed period’, prior to the announcement
of interim/final results, and business decisions,
which may materially affect the merket price of
The Modaraba's certificates, was determined
and intimated to directors, employees and stock
exchangel(s).

22. Material/price sensitive information has been
disseminated among all market parficipants at
once through stack exchange(s).

23. The related party fronsactions have been placed
ond approved by the Audit Committee and the
Board of Directors on a quarterly basis.

24. We confirm that all other material principles
enshrined in the Code have been complied with.
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A.F. FERGUSON & CO.

We have reviewed the enclosed Statement of Compliance
confained in the
Corporate Governance (the Code] prepared by the
Board of Directors of Allied Engineering Menagement

with the best practices Code of

Company (Private) Limited ithe Modaraba Menagement
Company) for ond on behalf of Allied Rental Modaraba
for the yeor ended June 30, 2015 to comply with the
requirements of the Listing Regulation No. 35 (Chapter
Xl) of the Karachi Stock Exchange where the Modaraba is
listed

The responsibility for compliance with the Code is that of
the Board of Direclors of the Modarcba Manegement
Company. Our responsibility is to review, to the exlent
where such compliance can be objeclively verified,
whether the Statement of Compliance reflects the status of
the Modaraba’s complience with the provisions of the
Code and report if it does nol and to highlight any
non-complience with the requirements of the Code. A
review is limited primarily to inquiries of the Moderaba's
persennel and review of various documents prepared by

the Code

As parl ot our audit of the finencial statements, we are
required fo obtain an understanding of the ace ounting
and internal control systems sufficient to plan the audit
end develop an effective audit approach. We are nol
required to consider whether the Boord of Director’s

Date: September 2, 2015
Karachi

n the statement of compliance with the best

of the code of comporate governance

statement on infernal control covers all risks and controls,
or to form an opinion on the effectiveness of such internal

Modaraba's
procadures and risks.

controls, the corporule  governance

The Code requires the Modaraba Management
Company fo place before the Audit Commitlee, and
upon recommendation of the Audit Committee, place
before the Board of

approval its related porty transaclions  distinguishing

Directors for their review and

befween transactions carried oul on terms equivalent to
those that prevail in arm's length transactions and
transaclions which are not executed at arm'’s length price
and recording proper |ustification for using such alternate
pricng mechanism. We are only required and have
ensured compliance of this requirement lo the extent of
the approval of the related parly fransactions by the
Bocrd of Direclors upon recommendation of the Audit
Commitiee. We have not carried oul any procedure o
determine whether the relaled parly transactions were
UI1_{ "Ul".t","i cl 'T“'"”’q P'\{:ih pr ce or nol.

Based on our review, nething has come to our attention
to believe the Statement of
Compliance does not appropriately reflect the Modaraba
Management Company’s compliance for and on behall
of the Modcarcba, in all material respects, with the best
practices contained in the Code os applicable to the
Modaraba for the year ended June 30, 2015,

which ccuses us that

Chartered Accountants
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A.F. FERGUSON & CO.

We nove audited the annexed balance sheet of Allied
Rental Madaraba es al June 30, 2015 and the related
profit and loss account, statement of comprehensive
income, cash flow statement and statement of changes in
equity together with the notes forming part thereof
{hereinafter referred to as the financial statements), foi
the year then ended and we sfafe that we have obfeined
all the information and explanations which, to the bes! of
our knowledge and belief, were necessary for the
purpases of our audil.

These financial  statements ore  the Modaraba
Management Company's [Allied Engineering
Management Compeny (Private) Limited] responsibility
who is also responsible to establish and maintain a
system of internal control, end prepare and present the
above said statements in conformity with the approved
accounting standurds as opplicable in Pakistan ond the
requirements of the Modaraba Compenies and
Modarcba (Floalation and Cantrol) Ordinance, 1980
(XXXl of 1980), and the Modaraba Cempanies and
Modaraba Rules, 1981. Qur responsibility is to express
an opinion on these slatements based on our audit.

We conducted our audit in accordance with the auditing
standards s appliceble in Pakistan. These stendards
require that we plan and perform the cudl to obicin
reasonable assurance abaut whether the financial
statements are free of any matenal misstatement. An
audit includes examining on a fest basis, evidence
supporfing the amounts and disclosures in the financial
statements. An  oudil clso includes ossessing  the
accounting policies and significant estimates made by the
Modaraba  Management Company, as well as,
evaluating the overall presentation of the financiel
statements. We believe thal our oudit provides a
reasoncble basis for our opirion and, aofter due
verification, we repor! that;

lo) in our opinion, proper books of account have been
kept by the Modarcba Managemenl Company in
respect of Allied Rental Modaraba as required by the
Modaraba Compenies ond Modarcba (Flootation
and Control) Ordinance, 1980 [XXXI of 1980), and the

Date: September 2, 2015
Karachi

i}

iii)

'.CJ

(d)

Modaraba Companies and Modaraba Rules, 1981;
in Qur opinion;

the balonce sheet and profit and loss account
together with the notes thereon have been drawn up
in conformity with the Modaraba Compenies and
Modarcba (Floatation and Control] Ordinance,
1980 (XXXI of 1980), and the Modorobe Companies
and Modarcba Rules, 1981, and are in agreement
with the books of account and are further in
agreement  with accounting  policies consistently
applied;

the expenditure incurred during the year was for the
purpose of the Modarcba's business; and

the business conducted, investments made and the
expenditure incurred during the year were in
accordance with the objects, terms and condifions of
the Modcraba;

in our opinion and 1o the best of our information and
according to the explunations given fo us, the
haolance sheel, profit and loss account, statement of
comprehensive income, cash flow staternent and
statement of changes in equity together with the notes
forming part thereof conform with opproved
accounting standards as applicable in Pakiston, and,
give the informalion reguired by the Modarabe
Comgpanies and Moderaba (Floatation and Contfrol]
Ordinance, 1980 (XXX| of 1980), and the Modaraba
Companies and Modcrcba Rules, 1981, in the
manner so required and respectively give a true and
fair view of the state of the Modaraba's offairs s of
June 30, 2015 and of the prefit, comprehensive
income, its cash flows and changes in equity for the
yeer then ended; and

in our opinion, Zakat deductible at source under the
Zakat and Ushr Ordinance, 1980 (XVIII of 1980),
was deducted by the Modaraba and deposited in the
Ceniral Zekat Fund established under section 7 of
that Ordinance.

)
(

e

Chartered Accountants
Rashid A. Jafer
Engagement Pariner

Annual & Report 2015



Allied Rental 8 Modaraba

As af June 30, 2015

Note

ASSETS
Current assets
Cash and bank balances
liarah rentals receivable 4
Operation and maintenance income raceivable 5
Advances, deposits and other receivables &
Spare parts
Non-current assets
Long-term security deposits 7
Fixed assefs in own use - tangible 8
ljarah assets 9
Capital werk-in-progress 10
Total assets
LIABILITIES
Current liabilities
Creditors, accrued and other licbil fies 11
Payable to the Madoraba Maonagement Company 12
Current portion of diminishing musharakeh financing payable - secured 13
Current portion of security deposits 16
Non-current liabilities
Diminishing musharokah financing poyable - secured 13
Deferred liobility 14
Other long-term emplayee benefits 13
Security deposils 16
Total liabilities
NET ASSETS
FINANCED BY : CAPITAL AND RESERVES
Authorised certificale capital

200,000,000 i2014: 150,000,000] modarabe cerlilicates of Fs.10 ecch 7
Issued, subscrined and paid-up certificate canital 7
Premium an issue of certilicates
Statutery [mandetary) reserve 18
Unappropriated profit
CONTINGENCIES AND COMMITMENTS 19
The annexed notes from 1 to 39 form an integral part of these financial stalements.

*IERN 2014 |
(Rupees)
| 74,506,845 48,027,231
481,983,661 305,483,559
23,580,279 | 21,557,025
| 49,631,328 54,210,173
L 41,208410|| - 47,229,267 |
670,910,523 476,507,255
32,048,066 70,359,926 |
76,075,658 65,032,652
5,102,141,987 | | 4,644,854,276
52,807,498 99,882,793

5,263,073,209

5,933,983,732

4,880,129,647
5,356,636,902

441,859,281
3,459,398
925,691,824
12,000,000

419,735,513
7,057,997
804,727,207
24,000,000

1,320,010,505

1,255,520,717

776,312,576 924,463,183
30,456,248 24,730,674
8,334,376 7,227,702
25,000,000 26,000,000
840,103,200 982,421,559
2,230,113,705 2,237,947,276
3,703,870,027 3,118,694,626
2,000,000,000 1,500,000,000
1,462,500,000 1,218,750,000
744,187,500 439,500,000
1,179,593,334 1,078,380,652

317,589,193

382,063,974

3,703,870,027

3,118,6494,626

For Allied Engineering Management Company (Private) Limited
(Modaraba Management Company)

Ve 2 A
/ P
/ //
Murtaza Ahmed Ali Khwaja Asif Rehman
Chief Executive Chairmar

z'/ -

%“Q o IN

Syed Feisal Ali

Diredlor




For the year endec June 30, 2015

licrah rentals

Cperation ana maintenance income
Less: Sindh sales tax on gperation and maintenance income

Operating expenses
Gross Profit

Administrative and distribution expenses

Prevision against potential ljorah lesses and aperation and
maintenance income

Finance costs

Other income

Modareba Management Company’s remuneration

Sindh sales tox on Modarcba Management Company's remuneration

Woarkers” welfare fund

Profit for the year before taxation
Taxation

Profit for the year after taxation

Earnngs per ceriificate - basic & diluted (restoted)

Note PIIEIN 2014 |
{Rupees)
2,603,938,444 2,450,135,752
103,573,893 92,075,399
11.10 (8,086,032) :
95,487,861 92,075,399
2,699,426,305 2,542,211,151
20 (1,987,050,015) (1,669,589,435)
712,376,290 872,621,716
21 (108,985,285) ‘ (90,720,299)
43852 (8,891,118 (18,191,882)|
22 (209,240,054) | (165,752,412)
23 38,005,105| | 74,285,001
[289,111,352) (200,379,592)
423,264,938 672,242,124
12.1 (10,088,227) (6,514,554)
24 (1,412,352 (977,183)
A 1,7_3'5164,3 664,750,387
25 (8,235,287) (13,295,008)
403,529,072 651,455,379
26 = s
403,529,072 651,455,379
27 2.89 4.84

The annexed notes fram 1 to 39 form an integral part of these financial statements,

For Allied Engineering Management Company (Private) Limited

s/

Murtaza Ahmed Ali
Chief Executive

-
=l .
-

Z

Khw

7

aja Asif Rehman
Chairman

(Modaraba Management Company)

%JJ%?""Q al

Syed Feisal Ali
Director

Annual g Report 2015



Allied Rental & Modaraba

For the year ended June 30, 2015

Note 2015 ETITIEN

(Rupees)
Profit far the year offer taxation 403,529,072 651,455,379
Other comprehensive income for the year £
Items that will not be reclassified to profit or loss
Gain / (loss] en remeasurements of defined benefit plan 14.6 1,321,654 (2,682,375)
Total comprehensive income for the year m T 648,773,004

The annexed notes from 1 te 3% form an integral part of these lnancial statements,

For Allied Engineering Management Company (Private) Limited
(Modaraba Management Company)

ety - o G il ol

Murtaxa Ahmed Ali Khwaija Asif Rehman Syed Feisal Ali
Chief Execiutive Chairman Diresctor

—




For the year ended June 30, 2015

CASH FLOWS FROM OPERATING ACTIVITIES

Profit for the yeaor

Note

Adjustments for non-cash charges and other items

Depreciation

Provision for potertial ljarah losses anc operchion
and maintenonce inceme receivable

Provision for deferred hisbilities - gratuty

Provision for compensated absences

Financial chorges including bank charges

Profit on disposal of fixed assats in own use

Profit on disposal of ljcrah assets

Profit on disposal of Certficate ef Musharcka

(Increase) / decrease in assets
ligran rentals receivable
Operation and maintenance income receivable
Advences, deposits and other receivakbles
Spare poris
Long-term securily deposis

Increase / (decrease) in licbilities

.3

43852
4.5

22

23

Creditars, accrued and otrer licbilities (excluding occrved financial charges)

Payable to the Modaroba Management Company
Security Deposits

Cash used in operations

Gratuity paid

Campensatec absence noid

Finoncial charges pad

Net cash flows from operating aclivities

CASH FLOWS FROM INVESTING ACTIVITIES
Fixed copital expenditurs

Certificate of Musharoko

Proceeds fram disposal af Lorah assets

Praceeds fram disposal of fixed assels in own use
Proceeds from disnosal of Certificate of Musharoka
Met cash flows from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Profit poid to cedificate holders

Proceeds fram issue of cerilicales

Diminishing musharckah financing vuvailed
Fxpenses ogainst issucnce ol bonus / right cedificar:
Repayment of diminishing musharakoh financing
Net cash flows from financing activities

g |

5

MNet increase / (decrease) in cash and cash equivalents
Cash onc cash equivalenis ot the begnning of the year

Cash and cash equivalents at the end of the year

The annexed noles from 1 ta 39 form an integral port of these financiol statements,

For Allied Engineering Management Company (Private] Limited

(Modaraba Management Company)

/’1’/‘ /—7
Hu—cﬂ e— - ////—‘k“; e
/ ‘4:/”_.-
Murtaza Ahmed Ali /f(hwuiu Asif Rehman
Chef Exscutive Chesirrman

I 2014 |
{Rupees)
403,529,072 ‘ 651,455,379 ‘
749,038,714 610,986,966
8,891,118 18,191,882
7,993,324 6,000,890
1,824,497 ‘ - ‘
209,240,054 165,752,412
(986,349 (58,618)
(14,802,779 (27,113,336)
- (951,454)
1,364,727,631  1,424,264,121
(182,298,585) | |  (32,666,621) |
(5,115,889} (6,050,775)
4,578,845 {1,064,382)
6,020,857 (24,742,119)
17,796,361) |
82,320,258 |
2,413,870 {414,377,831)
(3,598,599) (257,762)
6,000,000 [500.,000)
7,184,729] | (415,135,593) |
[145,6B7,641] (497,455 ,851)
(946,096) (3,855,408)
~ (717,823) (811,285)
(189,530,156)  (162,658,570)
027,845,915 ~ 759483007
{1,294,331,868) | |(1,752,551,545)
5 (75,000,000)
126,281,622 154,640,000
13,545,258 4,143,045
75,951,454

11,154 ,501-,533}'

11,592,817,046]

548,437,500 | = 409,500,000
875,403,243 | | 1,238,394,428
 [2,487,825) (1,076,493)
qoz;.saq.zau (678,005,600] |
138,68 676,312,335
26,479,614  (157,021,704)
48,027,231 205,048,935
74,506,845 48,027,23)

g‘.}%;.,& i

Syed Feisal Ali

Director
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For the year ended June 30, 2015

Issved,
subscribedand  Premium on issue i ’ Un-appropriated

podupsoriificate o cortiicares  (eandatory) profit Totel
. resarva
capital
{Rupees|

Balance as at June 30, 2013 75,000,000 225,000,000 801,402,963 352,595,152 2.,353,998,115
Proft distribufion fer the year ended June 30, 2013

(@ Rs. 3 par certificate declared subsequen:

fo year end . 1292,500,000) (292,500,000)
Bonus issue for the year endec June 30, 2013

@ 5% Le. 1 cerificate for every 70 cedfficate

neld, made subsequent fo the year end 48,750,000 - (48,750,000
20 % right 'ssue ol o premium of Rs. 171 per

cetificate during the period 195,000,000 214,500,000 409,500,000
Exoenses cgoinsl issuance of bonus /

right certificates . : . [1,0/6,493) i1,076,493)
Tetol comprehensive incoma for the year

ended June 30, 2014 648773004  448.773.004
Transter to statutory Imandatary) reserve 325,727 689 (325,727,689)
Balance as at June 30, 2014 1,218,730,000 439,500,000 1,078,380,652 382,063,574 3,118,694.626
Profit distribution for the year ended June 30, 2014

(@ Rs. 3 per cedficate declared subsequent to

year and . . . (365,625,000) (345,625,000
20 % rightissue of o premium of Rs, 12.5 per

cerifcate suning the period 243,750,000 04,687,500 . 548,437,500
Expenses against issuance of -ight cartficates - . 2,487 ,825) (2,487 .825|
Tota! comprehensive income for the year ended

June 3C, 2015 - - 404,850,726 404,850,724
Transfer to statulery (mandotery) reserve . - 101,212,682 (101,212,482)

1,462,500,000 744,187,500 1,179,593,334 317,589,193 3,703,870,_02?

The annexed notes from 1 1o 39 form an inegral part of these frandal statements.

For Allied Engineering Management Company (Private) Limited
(Modaraba Management Company)

ey — o

/ e %1.9%.;& al.

Murtaza Ahmed Ali Khwaja Asif Rehman Syed Feisal Ali

Chief Executive Chairma Director
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For the year ended June 30, 2013

1.1

1.2

2,1

2.1.1

2.1.2

2.1.3

Allied Rental Modaraba was formed under the Modaraba Companies and Madaraba (Floatation and
Control] Ordinance, 1980 and the Rules framed thereunder and is menoged by the Allied Engineering
Manogement Company (Private) Limited (the ‘Modaraba Management Company’), which is a wholly
owned subsidiary of Allied Engincering and Services (Private) Limited. The Modaraba Management
Company is incorporated in Pakistan under the Companies Ordinence, 1984 and is registered
with the Registrar of Madaraba Companies and Madarabas under the Modaraba Componies ond
Modearabo (Floatalion and Conlrol] Ordinance, 1980,

The Securiies and Exchange Commission of Pakistan (the ‘SECP’), vide its certificate No. SC/M/RW/
ARM/2006-166 daled May 10, 2006, autherised Allied Engineering Management Company (Private)
Limited to float Allied Rental Modaraba (the Modaraba).

The Modaraba is a perpetual Modaraba and is primarily engaged in rental / ljarah / leasing cnd
operation and maintenance of Caterpiller and other equipment (i.e. generators, forklifts, compaciors
etc.). The registered office of the Madaraba is locoted af 21/3, Sector 22, Korangi Indusiricl Area,
Karachi. The Modarcba is listed on the Korachi Stock Exchange. The Modaraba commenced its
operations on January 10, 2007.

Effective from January 10, 2007, the Modarabe took over the rental business transactions and the
related equipments of Allied Rental Services (Private] Limited [ARSL - an associcted undertaking). The
assels and liabililies acquired by the Modaraba comprise of certain fixed assets, the related lease
liahilities. These were taken over under a prospecius floated by the Modaraba and approved by the
SECP

Basis of Preparation
Statement of compliance

These financial statements have been prepared in occordance with the approved accounting standards
as applicable in Pakistan. Approved accounting standards comprise of such International Financial
Reporting Standards (IFRS] issued by Ihe International Accounting Standards Board as are notified
under the Companies Ordinance, 1984, Islamic Financial Accounting Standards (IFAS) issued by the
Institute of Chartered Accountenis of Pakistan, the requirements of the Modaraba Companies and
Modaraba (Floatation and Control) Ordinance, 1980, Modaraba Companies and Modoraba Rules,
1981 and directives issued by the SECP Wherever the reguirements of the Modaraba Companies
and Modaraba (Floatation and Control) Ordinance, 1980, IFAS, Moderaba Companies and
Modaraba Rules, 1981 end directives issued by the SECP differ with the requirements of the IFRS,
the requirements of the Modaraba Comoanies and Modarcbe (Floatation and Control) Ordinance,
1980, IFAS, Modaraba Companies and Modaraba Rules, 1981 or the directives issued by the SECP
prevail,

Accounting convention

These financial statements have been prepared under the historical cost convention except that certain
stafl relirement benefils are carried at present value of defined benefit obligation.

Functional and presentation currency

These financial stalements are presented n Pakistani Rupees which is the functional and presentational
currency of the Modaraba. All informatien presented has been rounced off to the nearest Rupee.
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2.1.4

2.1.4.1

2.1.4.2

2.1.5

2.3

Standards, interpretations and amendments to published approved accounting standards
that are effective in the current year:

The following amendments to existing standards have been published and are mandatory for the
Modareba’s accounting period beginning on or after July 1, 2014:

Amendment fo IAS 32, “Financial Instruments: Presentation” on offsetting financial assets and
financial liabilities. This amendment clarifies that the right of set-off must not be contingent on
a future event. It must also be legally enforceable for all counterparties in the normal course
of business, as well as in the event of default, insolvency or bankruptcy. The amendment also
considers seftlement mechanisms. The amendment did not have any significant effect on the
financial statements of the Modarcba.

- IFRIC 21, “Levies”, sets oul the accounling for an obligetion to pey ¢ levy if that liability is
within the scope of IAS 37 “Provisions.” The interpretation addresses the obligating event
that give rise to pay a levy and when a liobility should be recognised. The Modaraba has
incorparated the impact of this amendment in the financial statements.

There ore other amendments to the standerds and new interprefations that are mandatory for
accounting periods beginning on or after July 1, 2014 but are considered not to be relevant or
do not have any significant effect on the Modarcha's financial statements and are, therefore, not
detailed in these financial stulements,

Standards, interpretations and amendments to published approved accounting standards
that are not yet effective

There are certain new and amended standards and interpretations that are mandatory for accounting
periods beginning on or after July 1, 2015 but are considered not to be relevant or will not have
any significant effect on the Modaraba's financial statements and are therefore not detailed in these
finencicl statements.

Further, the following new standards have been issued by the IASB which is yet to be notified by the
SECP for the purpose of applicability in Pakistan.

IASB effective date
Standards (annual periods
beginning on or after)
IFRS % - Financial Instruments: Classification and Measurement Jonuary 01, 2018
IFRS 14 — Regulatory Deferral Accounts lanuary 01, 2014
IFRS 15 - Revenue from Centracts with Customers Jonuary 01, 2017

Applicability of International Accounting Standard (1AS) 17 ‘Leases’ and Islamic Financial
Accounting Standard (IFAS) 2 ‘ljarah’

SECP vide its circuler No. 10 of 2004 dated February 13, 2004 had deferred, till further orders, the
opplicability of Infernational Accounting Standard [1AS) 17 “Leases” on Modarabas with effect from
July 1, 2003 and advised the managemen! companies of Modarcbes that they may continue to
prepare the financial statements of the Modarabas without applying the requirements of IAS 17 to
the Modarabas. Currently, lease transactions (both for assets given and assets obtained) are being
accounted for in accordance with the requirements of IFAS 2 as explained in note 2.3

Islamic Financial Accounting Standard 2 ‘liarah’ issued by the Institute of Charlered Accountants of
Pakistan was adopted by the SECP vide SRO 431(1)/ 2007 dated May 5, 2007. Under the above
IFAS 2, the 'ljarah’ transactions are accounted for in the following manner;

Muj"ir (lessors) presenls the assels subjec! 1o ljarah in their Balance Sheel according o the
nature of the asset, distinguished from the assets in own use.




2.4

- Costs, including depreciation on the assets given on lierah, incurred in earning the liarah income
is recognised as an expense,

- ljarah income is recognised in income on an cccrual basis as and when the rental becomes due,
unless ancther systematic bosis is more representative of the fime pattern in which the benefit of
the use derived from the leased asset is diminished.

Consequently, in preparalion of these financial statements the Modaraha hos treated the leasing
Iransactions in accordance with the requirements of IFAS 2.

Critical accounting estimates and judgments

The preparation of financial stetements in conformity with approved accounting slandards reguires
the use of certain critical accounting estimates. It also requites management fo exercise ifs judgment
in the process of applying the Modarcba's accounting policies. The menagement makes estimates,
judgments and assumptions that affect the reported amounts of assets and licbilities, income and
expenses. Estimates and judgments are continually evalualed and are based on historical experience,
including expectation of fulure events that are believed to be reasonable under the circumstances.
These estimates ond assumptions are reviewed on an on going basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only
that periad, or in the period of revision and fulure periods if the revision affects both the current and
future periods. The creas where various assumptions and estimates are significant to the Modaraba's
finencial statements or where judgment was exercised in application of accounting policies are as
follows:

i] Fixed assets in own use and assets held under ljarah arrangements (notes 2.5.8, 2.5.9, 8
and 9);

The Medaraba’s management determines the useful lives and related depreciation charge and
the residual values of its fixed assets in own use end assels held under ljarah arrangements on
a regular basis,

These are reviewed af the end of each reporting period and if there is a change in the expected
pattern of consumption of the future economic benefits embodied in the assets and the residual
values, the same is changed to reflect the changed pattern. Such change is accounted for as
chenge in accounting estimate in accordance with International Accounting Standard (IAS) 8
“Accounting Policies, Changes in Accounting Estimates and Errars”.

-
-
_—

Provision against non-performing ijarah porifolio, trade debts and other receivables
(notes 2.5.2.1.4, 2.5.5, 4, 5 and 6);

The Modaraba reviews its ijarah rentals receivable, operation and meintenance income receivable
and other receivables on each reporting dale fo assess the amount of non-performing portfelio /
balances and provision required thereagainst on o regular basis. A change ol circumstances
may require the Madaraba fo recognise ¢ provisien for impairment ogeinst these balances which
may then be recognised in the period in which these circumstances have changed. Currently,
management believes that there is no change in circumstances that may change the outcome of
estimale and accordingly, will not have o material effect on the financiol statements.

iii) Staff retirement benefits (notes 2.5.16 and 14);

The Modareba has post retirement benelit obligations, which are determined through actuarial
valuations carried out by an independent actuary using various assumptions as disclosed in note
14 to these financial statements. Changes in these assumptions in fulure years may affect the
liability under these schemes in those years.
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2.5

2.5:1

2.5.2

2.5.2.1

2.5.2.1.1

iv] Provision for taxation (notes 2.5.12 and 26);

No provision has been made in these financial statements for income taxes (both current
and deferred] as the Modaraba expecs to distribute at least 90% of iis profits  [(after
appropriation to mandatory reserves as required under the Modaraba Ordinance) to the
cerfificate holders in current and future years

For the above purposes, and also in respect of making an esfimate for income tox currently
payable by the Modaraba [if so required|, the manogement considers the current income
tax laws and the decisions of the appellate authorities an certain issues.

v) Spare parts (note 2.5.7)

The Modoraba reviews the net realisable value of spere parts to assess ony diminution in
estimates in future years might affect the

the respective carrying values. Any change in the
carrying amounts of spare parts with & corresponding effect on the profit and loss accoun!
of those future years

Summary of significant accounting policies

The significant accounting policies applied in the preparation of these financial statements are set
out below. These policies have been consistently applied to all the years presented, unless stated
otherwise.

Cash and cash equivalents

Cash and cash equivalents include cash and balances with banks in current and savings accounts,
cash in hond and other short-term highly liquid investments with original maturities of three
months or less (if any).

Financial instruments

Financial assets

Classification

The management of the Modarabe determines the appropriate clossificetion of its financial assefs
in cccordance with the requirements of International Accounting Standard (IAS) 39: 'Financial
instruments: Recognition and Measurement’, of the time of acquisition of financial assets and re-
evaluates this clossification on o regular basis. The classification depends upon the purpose for
which the financicl assets are acquired. The financial assets of the Modaraba are classified in the
following cotegories:

a) Loans and receivables

These are non-derivative financiel assels with fixed or deferminable payments that are not
guoted in an aclive market.

b) Held-to-maturity

These are financial assets with fixed or determinable payments and fixed malurily with the
Maodaraba having positive intent and ablity to hold to maturity.

<) Financial assets ‘at fair value through profit or loss’
Financial assels thal are acguired principally for the purpose of generating profit from short-
P pury g g |

term fluctuations in prices cre classified as financial assets ‘at fair value through profit or
loss’ category.




25202

2.5.2.1.3

2.5.2.1.4

d) Available for sale financial assets

Finoncial assets intended to be held for an indefinite period of time, which may be sold in
response to needs for liquidity or changes in equity prices, are classified es ‘available for
sale’. Available for sale financial instruments are those non-derivative financial assets thot
cre designeled os available for sale or are not classified as (o] loans and receivebles, (b)
held to maturity and (¢} financial assets ‘ot foir value through profit or loss’.

Initicl recognition and measurement

All financial assets are recognised at the lime the Modaraba becomes o party to the contractual
provisions of the instrument. Regular purchoses and sales of financial assets are recognised on
the trade date - the dete on which the management commits to purchase or sell the assets.
Financial assets are initially recegnised al fair value plus fransaction costs except for financial
assets carried al foir value through profit or loss. Financial assets carried at foir value through
profit or loss are initially recognised at fair value while the ransaction costs associated with these
finencial assets are taken directly 1o Ihe profit and loss account.

Subsequent measurement
Subsequent to initial recognition, finoncial assets are valued as follows:
a) Financial asset ‘at fair value through profit or loss’ and ‘available for sale’

Financial assets ‘at fair value thiough profit or loss’ are marked to market using the closing
markel rates and are carried on the balance sheet at fair value. Net gains and losses arising
on changes in fair values of these financial assets are faken to the orofit and lass account in
the period in which these arise.

‘Availoble for sale’ financial assets are marked to markel using the closing market rates and
are carried on the balance sheet at feir value. Net gains and losses arising on changes in
fair values of these financial assets are recognised in other comprehensive income.

b) Financial assets classified as ‘loans and receivables’ and ‘held to maturity’

Loans and receivables and held to maturity financial assets are subsequently carried ot
omortised cost

Impairment (including provision for potential ljarah losses and write offs)

The carrying amount of the Modaraba's ossets are reviewed at each reporting dcte to determine
whether there is any objeclive evidence that a financial assel or o group of tinancial ossets is
impaired. A financial asset or a group of financial ossets is impaired and impairment losses are
incurred only if there is objective evidence of impairment as a result of one or more events that
accurred after the initial recognition of the asset (a ‘loss event’) and that loss event (or evenis) has
an impect on the estimated fulure cash flows of the financial assel or group of financial assets
that can be relicbly estimated. Evidence of impairment may include indications that the debtors
or a group of debtors is experiencing significant difficulty or default in payments, the debtor will
net be able to pay all amounts due according to the original terms, the orobability that they will
enter bankruplcy, and where observeble data indicole that there is a measurable decrease in the
estimated future cash flows, such os charges in arrears or economic conditions that correlate
with defaults. If such indication exists, the recoverable amount of the assets is estimated and
impairment losses are recognised immediately as an expense in the protii and loss account.

For loans and receivables category, the amount of the loss is measured as the difference between
the asset’s carrying amount and the present value of estimated future cash flows {excluding future
credit losses that hove nol been incurred) discounted af the financial asset’s original effective
interest rate. If a loan or held-to-maturity investment nas a variable interest rate, the discount
rate for mecsuring ony impairment loss is the current effective interest rote determined under the
contract. As o practical expedient, the Modaraba may measure impairment on the bosis of an
instrument’s fair value using on observable market price.
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2.5.2.1.5

2,5.2.2

2.5.2.3

2.5.2.4

2.5.3

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be reloled objectively to an event occurring affer the impeirment was recognised (such as an
improvement in the debtor’s credit rating), the reversal of the previously recognised impairment
loss is recognised in the profit and loss account.

Provision for non-performing liarah rental receivable, if any, is made in accordance with the
requirements of the Prudential Regulations for Modarabas issued by the SECP and is charged to
the profit and loss account in the current period. Quistanding balances in net investment in liarch
finance are written off when there is no reclistic prospect of recovery.

Collateral

Cash collaterel provided by the Modaraba is clossified as margin cash and is not included as a
compenent of cash and cash equivalents. For collateral other than cash, if the party to whom the
collateral is provided has the right by contract or custom fo sell or re-pledge the collateral, the
Modarcbe clessities that asset in its balance sheet separately from other assets and identifies the
assel as pledged collateral. Where the party fo whom the collateral is pravided does not have
the right to sell or re-pledge, a disclosure of the collateral provided is made in the notes to the
finencicl statements.

Financial liabilities

All financial liabilities are recognised at the lime when the Moderaba becomes a parly fo the
contractual provisions of the instrument. They are initially recognised at fair value and subsequently
stated at amortised cost

Derecognition

Financicl assets are derecognised when the rights 1o receive cash flows from the financial asset
have expired or have been reclised or transferred and the Modaraba has transferred substantially
all risks and rewards of ownership

A financial liability is derecognised when the obligation under the liobility is dischorged or
cancelled or expired.

Offsetting of financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the financial
statements only when there is o legally enforceable right to set off the recognised amounts
end there is an intention to seftle on a nel busis, or realise the assets and setile the liabilities
simultaneously.

Derivative financial instruments and hedge accounting

The Moderaba designates derivative financiol instruments as either fair value hedge or cash flow
hedge.

Fair value hedge

Fair value hedge represents hedges of the fair value of recognised assets or liabilities or a firm
commitment. Changes in the fair value of der vatives that are designated and qualify as fair value
hedges are recorded in the profit and loss account, together with any changes in the fair value
of the hedged asset or liability that are aliributable to the hedged risk. The carrying velue of the
hedged item is adjusted accordingly.

Cash flow hedge

Cash flow hedge represents hedges of a highly probable forecast transaction. The effective
partion of changes in the fair value of derivatives that are designated and guality as cash flow
hedges are recognised in olher comprehensive income. The gain or loss relating to the ineffective
portien is recognised immedialely in the protit and loss account.
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2.5.5

2.5.6

2.5.7

2.5.8

2.5.8.1

2'5.8.2

liarah rentals and operation and maintenance income receivable

These are stated ot amount receivable net of provision. The provision is recognised in accordance
with the Prudential Regulations for Modarabas.

Receivable from terminated / matured contracts

These are stated net of impairment loss. Impairment loss is recognised for doubtful receivables on
the basis of Prudential Regulations for Modarabas issued by the SECP or based on the judgment
of management, whichever is higher. Bad debts are writlen off when identified.

Advances, deposits and other receivables

These are stated af cost less estimates made for doubtful receivobles based on o review of all
outstonding amounts at the balance sheet dote. Balances considered bad and irrecoverable are
written off when identified.

Spare parts

Spare parts are valued at lower of cost determined on weighted average basis and net realiscble
volue. Cost comprises invoice value and other cost incurred in bringing the inventories to their
present lecation and congition.

Net realisable value comprises of the estimated selling price in the ordinary course of husiness
less costs which are necessarily incurred in order to make the sale.

ljarah assets
Owned assets

Assets leased out under liarah arrangements on or after July 1, 2008 are recorded as ljarah assets
and cre stated ot cost less cccumulated depreciation and accumulated impairment losses. Cost
includes expenditure that is direclly efiribulable to the acquisition of the items. Subsequent costs
are included in the asset’s carrying amount or recognised as o separale assel, as appropricte,
only when it is probable thet future economic benefits associated with the item will tlow to the
Modareba and the cost of the item can be measured reliably. All other repairs and maintenance
are charged to the profit and loss account as and when incurred. The residual values, useful
lives and depreciation method are reviewed and adjusted, if appropriate, ot each reporling
date.

Depreciation is charged to income applying the straight line method whereby the cos! of an asset
less salvage value is wrilten off over the standard hours of usage, which is considered to be the
estimated useful life of the asset. Depreciation is charged on additions from the month the asset
is available for use and on disposals upto the month preceding the month of disposal.

Gains and losses on disposals are determined by compering proceeds with the carrying cmount.
These are included in the profit and loss account, in the period in which they arise.

Change in accounting estimate

During the year the Modaraba has reviewed the residual velues of generators as required by
International Accounting Standard 16 “Property, Plant and Equipment” (refer note 2.5.8.1], This
review has resulted in upward revision of the residual value of the generators. This revision has
been accounted for as @ change in accounting estimate in accordance with the requirements
of International Accounting Standard 8, “Accounting Policies, Changes in Accounting Estimates
and Errors”. Accordingly, the effect of this change in accounting estimate has been recognised
prospectively in the profit and loss account from the current year. Hed there been no change in
the accounting estimate, the carrying amount of these assefs, profit for the year and equity as ol
June 30, 2015 would hove been lower by Rs. 48.591 million.
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2.5.9

2,5.10

2.5.11

2.5.12

2.5.12.1

Fixed assets in own use - tangible

These are slafed at cost less accumulated depreciotion ond accumulated impairment losses,
if any. Cost includes expendilure thot is directly attributable to the acquisition of the items.
Subsequent costs are included in the assel’s carrying umount or recognised as a separale assel,
as appropriate, only when it is probable that future economic henefits associcted with the item
will flow to the Modaraba end the cost of the item con be measured reliably. All other repairs and
maintenance are charged to the profit and loss account os end when incurred.

Depreciation on all fixed assets is charged 1o income epplying the straight-line method over
the useful life of asset as disclosed in note 8 1o the financial statements and after taking into
account residual value, if significant. The res ducl values, useful lives and depreciation method
are reviewed and adjusted, if appropriate, ot each reporting dote. Depreciation is charged on
addifions from the menth the asset is available for use and on disposals upto the menth preceding
the month of disposal.

Gains ond losses on disposals are determined by comparing proceeds with the carrying amount.
These are included in the profit and loss account, in the period in which they arise.

Capital work-in-progress

Capital work-in-progress, if any, is steted at cost less accumulated impairment losses, if any, and
represents expenditure on lixed assels in Ihe course of conslruclion and installalion and edvances
for capital expenditure. Transfers are made to the relevant category of fixed assets / ijarah assets
as and when the ossets are available for interded use.

Intangible assets

Infangible assels ccquired separately are measured on initial recognition af cost. Costs that are
directly associated with the identifiable softwere products are controlled by the Modaraba and
hove economic benefit beyond one year are recognised os intangible assefs. Following initic!
recognition, intengible assels are carried al cost less cccumulated amortisation and accumulated
impairment losses, if any.

Intangible assels with finite uselul lives are amertised over the uselul economic life and assessed
for impairment whenever there is en indicatior that the intangible asseis are impaired. In respect
of additions and deletions in respect of intang ible assets during the year, amortisation is charged
from the month ot acquisition and upto the month preceding the deletion respactively.

Gains or losses arising from derecognition of an intangible asset ore measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognised in
the profit and loss account when the asset is cerecognised.

Taxation
Current

Provision for current taxation is based on foxable income for the year at the current rates of
laxation affer taking inte cccount opplicable tax credits, rebates and exemplions available, if
any.

The income of non-treding medarabas is exempl lrom tax subject 1o the condition that nol less
than ninety per cent of its fotal profits in the vear as reduced by the amount transferred fo a
mandatory reserve, required under the pravisions of the Moderaba Companies and Modaraba
(Floatetion and Control] Ordinance, 1980 are distributed amongst the shareholders. The
Modaraba intends to continue cvailing the tax exemplion by dislributing its profit on the above
mentioned hasis




2l5. I 2.2

2.5.13

2.5.14

2.5.15

2.5.16

2.5.16.1

2.5.16.2

2.5.17

Deferred

Deferred tax is recognised using the balance sheet liability method, on oll temporary differences
arising between the tax boses of assets and liabilities and their carrying amounts appearing in
the financial statements. Deferred tax licbility is recognised for all taxable temporary differences.
Deferred fax assel is recognised for all deductible temporary differences to the extent that it is
probable that the temporary differences will reverse in the future and toxable income will be
available against which the tempeorary differences can be utilised.

The corrying omount of the deferred tax asset is reviewed at each reparting date ond reduced ic
the extent that it is no longer probable that sufficient taxable profits will be available to allow all
or part of the deferred tax asset to be utilised.

Deferred tax asset and liability s measured of the tax rate that is expected to apply to the period
when the assel is realized or the liability is settled, based on fax rotes that have been enacted
or substantially enacied by the reporting dale. However, the Modarabe has not recognized any
amount in respect of deferred tax in these financial statements cs the Medaraba intends 1o
continue ovailing the tax exemption in future years by distributing at least ninety per cent of ifs
orofits as reduced by transfer fo mandalory reserve, fo its certificate holders every year

Creditors, accrued and other liabilities

These are carried at cost, which is the fair value of the considerotion to be paid in the future for
goods and services,

Compensated absences

The Moderaba also makes provision in the financial stalements for its licbility towards compensated
absences based on the leaves accumulated up to the balance sheet date in accordance with the
service rules (and accumulated up to a specified limit],

Provisions

Provisions are recognised when the Modarcbe hos o present legal or constructive abligation
as o result of past events, and it is probable that an cutflow of resources embodying economic
benefils will be required lo sellle the obligation end a relioble estimate of the amount can be
made Provisions are reviewed at each reporting date and adjusted fo reflect the current best
estimates.

Staff retirement benefits
Unfunded gratuity scheme

The Modaraba operates an unfunded gratuily scheme for all eligible employees who have
completed the minimum qualifying period of service. Provision in respect of the Modaraba’s
liability is made on the basis of actuarial recommendations. The actuerial valuations are corried
oul using the Projected Unit Credit method. Remeasurements arising as a result of actuarial
valuations are recarded in the Comprehensive Income in the peried in which they occur,

Staff Provident fund - defined confribution plan

The Modaraba operates a recognised provident fund for its permanent employees. Equal monthly
contribulions are made fo the Fund by the Mederaba and the employees in accordance with the
rules of the Fund. The Modaraba has no further payment obligation once the contributions have
been paid. The contributions made by the Modaraba are recognised os an employee benefit
expanse when they are due.

Diminishing musharakah financing payable

Diminishing musherakah financing is recognised initially at cost, less attributable transaction costs.
Subseauent to initial recognition, this is stated ot original cos! less principal repayments.
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2.5.18

2.5.18.1

2.5.18.2

2.5.18.3

2.5.18.4

2.5.19

2.5.20

2.5.21

2.5.22

Revenue recognition
ljarah rentals (under IFAS 2)

llarah rentals are recognised as income on an accrual basis. In case of ijarah arrangements with
staggered rentals, the income is recognised an a straight line basis over the ljarah term.

Non-performing ijarah rentals receivable

Unrealised income in respect of non-performing fjarah finance is held in suspense account,
where necessary, in accordance with the requirements of Prudenticl Regulations for Modarabas

issued by the SECP
Operation and maintenance services

Revenue from operation and maintenance services is recognised when the related services have
been rendered.

Income on savings accounts with banks

Relurn on savings accounls is recognised on accrual basis.

Impairment on nen-financial assets

The carrying amounts of the non-financial assets are reviewed of 2ach report ng date to determine
whether there is eny indication of impeirment. If such indication exists, the asset’s recoverable
amount is estimated in order to determine the extent of impairment loss, if any. Impairment lesses

are recognised as expense in the profit and loss account. The recoverable amount is the higher
of an asset’s fair velue less costs to sell and value in use.

Foreign currency transactions

Transections in foreign currencies are converted into Pakistani Rupees at the rate of exchange
prevailing on the dote of tronsaction. Monctary assets and liobilities in foreign currencies
are trenslated into Pokislani Rupees at the rate of exchange prevai ing at the reporting date.
All exchange differences arising on translations are included in the profit and loss eccount
currently,

Segment reporting

As per IFRS 8, “Opercting Segments”, operating segments are reported in @ manner consistent
with the internal reporting used by the chief operating decision-maker. The Chief Executive Officer
has been identified as the chief operating cecision-maker, who is responsible for allocating
resources and assessing performance of the operating segments.

A business segment is o distinguishable component of the Modaraba that is engaged in pr oviding
related products or services and which is subject ta risks and rewards that are different from those
of other segments. The Moedaraba’s primary format for segment reporting is based on ‘business

segmenis’ as the Modaraba conducts its operolars anly in Pekistan,

The Chief Executive Officer is respons ble for the Modaraba’s entire product portfolio and considers
fhe business lo have two opercling segments. The Modaraba's osset allocation decisions are
based on an integrated investmeant strategy. The Modarcba’s performance is evaluated with
raspect to the two operating segments

Earnings per certificate

Eornings per cerhificate i1s celeulated by dividing the profil after taxation for the year by the
weighted average number of certificates cutstanding during the year




2.5.23 Proposed profit distribution to certificate holders

3.1

4.1

4.2

4.3

Profit distribution to certificate holders is recognised as a liability in the period in which such dislribution
is announced.

Note IR 2014 |

Cash with banks in: (Rupees)
- current accounts 19,798,285 38,409,956
saving accounts 3.1 52,876,839 6,280,962
72,675,124 44,690,918
Cash in hand 1,831,721 3,336,313

74,506,845 48,027,231

These accounts carry profil of rates ranging frem 4% to 6% (2014: 6% to 10%).

Considered good 282,916,388 \ 192,950,788
Considered doubtiul {classified portfolio) 4.1 229,163,026 || 146,813,830

4.2 512,079,414 339,764,618
Less: Provision against potential ijarah losses 4.3 (30,095,753) (34,281,059)

481,983,661 305,483,559

ljarah rentals receivables - considered doubtful (classified portfelic)

2015 [S=c o A0te . coll
Bolance Provision Balance Provision
outstanding held outstanding held
{Rupees)

OAEM 109,863,887 - 45,293,105 -
Substandard 101,626,326 20,325,266 59,911,919 11,982,384
Doubitful 15,804,652 7,902,326 38,620,263 19,310,132
Loss 1,868,161 1,868,161 2,988,543 2,988,543

229,163,026 _30,()95,?53 146,813,830 34,281,059

The ljarah financing is secured by way of cash deposits amounting to Rs. 44 million (2014: Rs. 50
millian).

Provision against potential ijarah losses

Note PYICN 2014 |

(Rupees)
QOpening balance 34,281,059 21,211,667
Chargec during the year 5,798,483 16,805,731
Write-offs during the year (9.983,789)  (3,736,339)
Closing balance 30,095,753 34,281,059
Considered good [ 14,448,205 ‘ 14,069,743
Considered doubtful (classified partfolio) 5.1 13,933,860 9,196,433

28,382,065 23,266,176

Less: Provision agairst operafion and mainfenance
income receivable 5i2 (4,801,786) (1,709,151)
23,580,279 21,557,025
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3.1

5.2

6.1

6.2

6.3

Operation and maintenance income receivable - considered doubtful (classified portfolio)

2015 ERES a0 =

Balance Provision Balance Provision
outstanding held outstanding heid

[Rupees|

OAEM 1,085,072 4,310,000

Substandard 5,642,028 1,128,406 2,446,885 489,377

Doubtful 7,066,760 3,533,380 2,439,548 1,219,774

Loss _____ 140,000 140,000 ’
13,933,860 4,801,786 9,196,433 1,709,151

Provision against aperation & maintenance income receivable

Note 2015 | 2014

(Rupees)
Opening balance 1,709,151 323,000
Charged during the year 3,092,635 1,386,151
Write-affs during the yea - -
Closing balance 4,801,786 1,709,151
Incame tax recoverable 6.1 13,859,151 Q2,860,856
Advances (unsecured)
- to contractor 1,579,291 1,285,227
- ta suppliers 3,084,703 15,256,730
to employees ageinst salary 1,297,493 1,817,845
- fo employees for expenscs 6.2 442,272 257,090
20,262,910 28,477,748
nsurance claim receivable 574,867 2,449 853
Security deposits 6.3 28,597,013 12,034,128
Accrued income on sav ng account 166,771 s
L/C margin and others 29,767 11,248,444

49,631,328 54,210,173

This represents tox collected ot source at import stage by the Collector of Customs and deducted from
various payments made to the Modaraba.

This represents advance given to employees for expenses. The maximum amount receivable af the
end of any manth during the year was Rs. 0.767 million [2014: Rs. 0.257 million)

This includes current porticn of lang-term security deposits (nole 7) amounting to Rs. 18,720 million

(2014: Rs. 4 million) paid against ijarah finance contracts (IFAS - 2) and are refundable / adjustable
on the expiry of lease period which is within one yeuos

Note IEREN 2014 |

(Rupesas)
Security deposits receivable in respect of assets
obtained under ljarah arrangements (IFAS - 2) 50,718,450 74,309,926
Others 50,000 50,000
Repayable / adjustable within ene year 6.3 (18,720,384 (4,000,000

32,048,066 70,359,926

Fixed assets in own use - tangible at cost less =
cccumulated depreciation 8.1 76,075,658 65,032,652




8.1

Fixed Assets In Own Use - Tangible

The following is a statemenl of fixed assets in own use - langible

At July 01, 2014

Cost

Accumulated depreciation
Net book value

Additions
Disposals

Cost
Depreciation

Depreciation charge for the year

Closing net book value

At June 30, 2015

Cosl

Accumuleted depreciation
Net book value

Life (Years)

At July 01, 2013

Cost

Accumuloied depreciation
Net book value

Additions

Disposals
Cost
Depreciation

Depreciation charge for the year
Closing net book value

At June 30, 2014

Cosl

Accumulated depreciation
Net book value

Life (Years)

Year ended June 30, 2015
Fumniture,
fixtures and office Vehides Total
equipment
(Rupees)

8,921,752 78,746,787 87,668,539
(3,553,787) (19,082,100) (22,635,887)
5367,965 59,664,687 65,032,65:

1,715,693 31,292,659 33,008,352

- [ 119,512,740)| (19.512,740)
: 6,953,851 || 6,953,851
- (12,558,889) (12,558,889)
(1,590,344)  (7,816,113)  (9,406,457)
5493314 70,582,344 _ 76,075,658

10,637,445 90,526,706 101,164,151
(5,144,131) (19,944,362) (25,088,493)

5,493,314 70,582,344 ?'6_!0?55658‘

3108 6to0 8

Furniture,
fixtures and office Vehides Total
equipment

{Rupees)

6,664,239 63,442,707 70,106,946
(2,324,094) (15,434,876) (17,758,970)
4,340,145 48,007,831 52,347,976

2,474,367 22,471,895 24,946,262

(216,854) l (7167,815) | (7,384,669)
88,479 | 3,211,763 | 3,300,242
(128,375)  (3,956,052)  (4,084,427)
(1,318,172)  (6,858,987) (8,177,159

5,367,965 59,664,687 _ 65,032,652

8,921,752 78,746,787 87,668,539
(3,553,787) (19,082,100) (22,635,887)
5,367,965 59,664,687 65,032,652

3t08 6t0 8
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8.2 Details of disposal of fixed assets in own use are as follows:
ey == Gain/
etk Costof Accumulated Carrying  Sales (loss) Mode of
(Rupees]
Vehicles - Car
1,04% 000 446,883 402,117 938,778 536,661 Negatiation
400,000 50,000 350,000 400,000 50,000 Company's Policy
1,230,000 492,000 738,000 H4Y,580 (68,410) Company's Palicy
735,500 281,942 453,558 271,056 (182 502) Company's Palicy
1,689,500 197,108 1,492,392 1,459,840 (32,542) Compory's Policy
685,000 313,908 371,092 328,880 42,212 Campuny's Policy
1,426,000 554,167 831,833 610,414 1221,419 Company’s Policy
782 500 M8.667 573,833 414,175 (15%.658] Compony's Policy
868,000 347,200 520,800 448,629 72,171} Company's Policy
1,554,000 479150 1,074850 1,211.115 136,265 Campary's Policy
950,000 158,333 791,647 950,000 158,333 Company's Policy
1,058,000 432,017 625,983 397,978 (228,005 Comgany's Palicy
1,148.731 859.717 289,014 840,000 550,986 MNegotistion
1,391,629 533458 858,177 1394000  535.829 Negot afior
1,504,000 576,533 927,467 431136 (496331)  Compcny's
Policy
983,445 685,545 297,920 876,500 548,580 Negatial on
1,676,000 15,633 1,860,367 1.821,483 ‘38,8841 Insuranca dain
Vehides - Motorcycle
40,415 22507 17,513 12,000 (5.513) Company's Policy
35,000 25125 7.875 14,250 6370 Company's Peslicy
64,500 27,413 37,087 23,424 (13.663) Compary's Palicy
41,500 4,150 37.350 32,000 [5,3580)  Insurance cloim
2015 19,512,740 6,953,851 12,558,889 13,545,258 986,369

B 7384669 3300242 4,084,427 4,143,045

58,618

Mr. Qodesm Xnan
. Faisol Amico lemaloyee)

Mr. Zeashan Kozmi
[employeel

Mr. At o Hussein lemployes)
Mr Badar {emc/oyee)

M. Sarfraz Ahmad
Khan lemployes)|

Mr. Raznid Jahong
(employee)

M. Mohsin Entishans
lemployeel
Mr, Rofeh lemployes

Mi Umair Ashiag
iemployes]

Mr. Muhommad Forcog
l[emgioyee)

Mr. Novezd Shohesn
{(emplayee)

Mr. Babar Xhan
M, lllvas Asil {lemalcyes)

Mr Noveed Achtar
(employee)

Mr. Kkan Shafi

Adomiee Insurance
Limited

&th Floor, Adamijes
Fouse, LI Caundrigar
Rood, Karach.

Mr. Soeed (employee)

M, Waseem-ullah <han
\employee|

Mr Alzal Khan
lemplayes]

Adomijee Irsurance

Limited, éth Floor,

Adamee House,

Ll. Crundrigar Raad, Karachi.
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9.1

The depreciation charge has been allocated as under:

Operaling expenses [representing depreciation
on ijarah assets - note 9.1

Administrative and distribution expenses (representing
depreciation on fixed assets in own use - nofe 8.1)

ljarch assets at cost less accumulated deoreciation
liarah assets - at cost less accumulated depreciation

The following is a statemen! of ljarah assets:

Note IERN 2014 |

(Rupees)

20 739,632,257 602,809,807

21 9,406,457 8,177,159
749,038,714 610,986,966

9.1 5,102,141,987 4,644,854,276

Year ended June 30, 2015
Generotors,
matneicl hiondg
/ transportation Machines Total
vehides and related
equipment
At July 01, 2014 (Rupees)
Cost 5,949,113,947 228,816,760 6,177,930,707
Accumulated depreciation (1,475,976,531) (57,099,900) (1,533,076,431)
Net book value 4,473137,416 171,716,860 4,644,854,276
Additions 1,226,995,416 81,403,395 1,308,398,811
Disposals
Cosl (191,791,250) || (21,122,023)|| (212,913,273
Depreciation 96,514,176 . 4,920,254 101,434,430
(95,277,074)  (16,201,769) (111,478,843)
Depreciation charge for the year (728,113,762) (11,518,495) (739,632,257
Closing net book value 4,876,741,996 225,399,991 5,102,141,987

At June 30, 2015

Cost 6,984,318,113 289,098,132 7,273,416,245
Accumulated depreciation (2,107,576,117) 163,698,141) (2,171,274,258)
Net book value 4,876,741,996 225_,399,'?9] 5,102,141,987

Life (Years)

1109 4t07
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9.2

2.3

9.4

At July 01, 2013
Cost
Accumulated depreciation

Net book value

Additiens

Disposals
Cost

Depreciation

Depreciation charge for the year

Closing net book value

At June 30, 2014
Cost

Accumu oted dt;':}.')l-.:ﬂu!?u[‘

1,541,453,046
(1,011,978,484)
3,529,474,562

661,344,635

253,683,734)|
126,157,070
127,526.664)

ad

41

L

590,155,117)
473,137,416

5,949,113,947

1,475,976,531)

i1 1 Year anded June 30, 2014

Machines Total

(Rupees)

192,513,825 4,733,966,871
(44,445,210) (1,056,423,694)
148,068,615 3,677,543,177

36,302,935 1,697.647.570
| [2537&5;3,?31
- || 126,157,070

(127,526,664
(12,654,690) (602,809,807

171,716,860 4,644,854,276

228,816,760 6,177,930,707

(57,099,900} (1,533,076,431)

Net book value 4,473,137,4164

171,716,860 4,644 854,276

Life (Years) 1109

dto 7

During the year, the Modarcbe ccguired certain equipment and parts amounting to Rs. 172.808
million (2014: Rs. 307.159 million) from Allied E gineering and Services (Private) Limited (AESL) an

associated company

Additions 1o ljarah assels during the year include assets amounting to Rs. 258.76% million (2014
Rs. 1,318.820 millien) acquired under Diminishing Musharakah financing. The Modaraba holds
fifle to these assets. As at June 30, 2015 total cscets acquired by the Modaraba under Diminishing

Musharakah financing payable amounts to Rs. 3,181.837 million (2014: Rs. 2.848.954 mill on).

As af June 30, 2015, cost of total assets acquired under ijarch arrangements (IFAS - 2) emounts 1o
Rs. 553.863 million (June 30, 2014: Rs. 769.953 million) which do not form part of the assets of
the Modaraba in accordance with the requirements of IFAS - 2. These assets have been sub-lel by
the Modaraba under ljarah arrangements (IFAS - 2). During the year assets amounting to Rs. 8.990

million (2014: Rs. 317,400 million) have been acquired under ljarch crrangements,

During the year, assets acquired under ijarah arrangements (IFAS - 2) amounting to Rs. 52.858

million (2014: Rs. 46.4772 million) have been transferred / sold lo the Modarcba after expiry of the

respective ljarah agreement and are included in additions during the year




9.5 Details of disposal of ijarah assets are as follows:

(Rupees}
Gensets

1,612 480 792.480 820,000 975,000 155,000  Negetaotion Teyota G.T Molors
G.T. Road, F15/2, between
Terno! Railway Crossing
and Motorwoy Chowk,
Islormabed

2,414,262 950,287 1,424,000 1,450,000 26,000  Negohation H2 Ready Mix [Private) Limited
257/14 sector 5, neor couse
way Korang) Industrial Areo,
Karachi

7144000 1.546,000 5,600,000 10,500,000 4,900,000 Nagotiatian 115 Demin Mills (Private)
Lirmited,
3-Km Defance Road Off
Raiwind Rood, Lanore

5,660,489 2,001,460 3,659,029 4,300,000 440,971 Negotiation Style Textile [Private] Limited
12443, Kot Lakhpath Industrial
Siate, Lehore

1,200,000 11,111 1,888,889 1,300,000 (588,887  MNegatiafion Unik Fabrics (Private) Limited
501, Mehdi Tower, SMCHS
Shohroh-e-Foisal, Karachi

3,464,953 1,521,208 1,943,784 3400000 1,436,216  Negotiator Fozleasons (Privatel Limited
F 142, S..TE areg, Koradhi,

£5313,089 8,586,041 36327048 42,500,000 6,172.852  Negofiction A Textile
Gulshan-e-Aziz, Warsok Road,
Pestrowar

2039500 505457 1,534,043 2,600,000 1065957  Negatiation Denim Clothing Cempany
Unt# 1SC7 Street # 1,
Sector 19
Korangt Incustrial Areg,
Karachi

3,319,354 1,010,060 2,309,294 3,100,000 790,706 Negofiation Sang Paras Floor Mil's (Privatel
Limec
Shahrah-e-Raishom, Kas Pull
Butgram, Malakand

2,742,664 Q04,111 1,838,553 2,300,000 A41,447  Negotiolion Spads Star international
(Private! Lmited,
11 - F Model Town, Lahore.

2,611,131 1,335,981 1,275,150 1,465,000 189,850  Megotiotion TGS (The Global Stores)
(Private} Limited,
12-L, Gulberg I, Lahare.

1,609,996 789 996 820,000 §00,000 80,000  Negotiotion M & E Engineering Services,
Rasnid Minhas Read, Xorachi.

2,835,594 1,439,594 1400,000 1,200,000 (200,000)  Negotahicn M & E Eriginesring Services,
Rashid Minhos Rood, Karochi.

2,339,000 219000 1520000 1,800,000 280,000  Megotiation M & E Engineering Services,
Rashid Minhas Road, Karachi.

4716787 2092207 2624580 2,900,000 275420  Megolchon M & E Enginaering Services,
Rashiz Minhos Rood, Karaen.
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1,625,951

2,755,448

2579310

340,329

247738

7,482,477

47,664,414

35,765,405

Canopies
187,200

71,920

234,000

409,500

153,000

(Rupees)

309,586 600,000
345,579 780,372
1,555,448 1,200,000
806,632 1,772,678
340,329

247,738

4,120,989 3,361,488
31.463,056 10,201,358
30,765,405 5,000,000
93,600 73,600
16,182 55,738
122,850 111,150
204,750 204,750
122,400 30,600

$00,000

780,377

2,275,000

2,400,000

2,300,000

750,000

1.000,000

5,000,000

125,000

Gain /
(loss) on
disposal

300,000

1,075,000

627,322

1,959,677

502,262

(2,361,488]

298,642

93,600)

13,850

(204,750

(30,6001

MNegotiolion

Negohaton

Negatiafion

MNegot ohan

Negotiatian

Negal olion

Negohation

Negenation

Negotiotion

Negohation

Negotiotion

Negatiahian

MNegotiation

Megofiation

Mr, Neman Ighal

Master Agre, C-12, North
Western Industricl Zone
Port Qusim, Karochi,

Sally Testile Mills Limited
4-F, Gulberg-ll, Lahore.

Max Bachat Super Marke,
Thandi Scrak, Hyderabad.

Mationaol Power Saryices
Banglow # FL-4/31, Block 5,
MNIPA Charang!
Gulshar-2-lgbal, Karachi,

National Pawer Services
Bonglow # FL-4/31, Block 5,
NIPA Chorangi
Gulshan-e-lgbal, Xarachi.

Courtyard Banquet Hal
112, Block-3, BYLCHS,
Alomgir Road, Karachi

High-Q Phorma
B-64, Karsaz Road, KDA - 1,
Karachi

Anoud Power Gereralion
Limited, Plot # 7-B/7, Korang:
industrial Arco, Korochi.

Saif Texdile Mills Limited
Kulsum Plaze, 4th Hear, 2070,
Jinnah Avenue

Blue Arew, ls'omabad

Toyola G.T Morars

G.T Road, F15/2, betweer
Tornel Railway Crossing
and Motorway Chowlk,
Islarmcbad

Courtyard Banquet Hall
112, Block-3, BY.JC.H.S,
Alamgir Read, Karachi.

Unik Fabrics [Private) Limited,
501, Mehdi Tower, SMCHS,
Shahrah-e-Faisal, Karachi

Fazleesons [Private) Limited,
F142, 81T area, Karachi,

Derim Clathing Compaory, Unit
#15C7 Strest # 1,

Sactor 19, Korangi Ingustrial
e, Karachi




Gain /

(Rupees)
304,320 202,880 101,440 (107,440
249,400 164,188 85,212 (85,212)
234,000 130,650 103,350 103,350
187,540 101,088 HH,452 (88,452
83,000 6,400 16,600 (16,400)
342,700 208,553 124,147 1154,14/7)
116,000 43500 72,500 172,500,
214,600 75110 139,450 (139,490
189,080 132,356 56,724 156,724)
319,000 217,983 101,017 i101,017)
Foriklifts
460,608 460,608 700,000 232,392
Truck
4,813,363 49133563 5,861.250 547,887
Machines (motor
graders) 7525635 1814866 5,710,769 4,800,000 910,769,
6680 38E 1,452,609 5,536,779 4400000 (1,136,779
6,607,000 1,652,779 4954221 2800000 (2,154,221
2015 212,913,273 101,434,430 111,478,843 126,281,622 14,802,779

m 253,683,734 126,157,070 127,526,664 154,640,000

27,113,336

Negefiotion

Negotiation

Negetiation

Negetiation

Negotiation

Negofiction

Negotigtian

Negoliotion

Negotiction

Negot ation

Negaotiaton

nSUTENCE ¢ oim

Negotiation

MNegotiation

MNegot ation

Sang Paras Floor Mills (Private]
Limited

Shahrah-e-Raisham, Kaos Pull
Butgram, Malakond

Sports Stor Infemational
iPrivate) Limied,
11 - £ Madel Town, Lahore.

TGS (The Globol Stares)
[Private) Limited,
12-L, Gulberg Il Lakore.

M & E Engineering Services,
Rushid Minhas Reod Karach,

M & E Engineering Services.
Rashid Minhas Road Kzrachi.

M & E Engineering Services,
Rashid Minhas Rood Koroch.

Sally Textile Mills Limired
4-F Gu'berg-ll, Lohore,

Max Bachot Super Market,
Thand Sarck, Hyderabad

Natioraol Power Services
Banglow # FL-4/31, Block 5,
NIPA Chorang
Gulshan-g-Igbal, Karachi

Netionol Power Services
Banglow # FL-4/31, Block 5,
NIPA Chorangi
Gulshan-e-lghal, Xarachi.

Distributor.Com
G.T. Road, Pubbi, Khyber
Palhtun Khowa

Adamijee Insuronce Limited
&tk Floor, Ademiee House, |1
Chundngar Road, Karachi

Mr. Shahesn Khan

Super Auto Market, House #
A.5, Super Highway,

KDA Scheme 33, Korochi.

M. Shaheer Khan

Super Auto Market, House #
A-5, Super Highway,

KDA Scheme 33, Karachi.

M. Canstruchion Company
Engineers & Buildars

Shop # 3, Mian Sanoo Jon
Plaza, Tarnal, Islamaebad.
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9.5.1

10.1

10.2

10.3

11.2

Canopiss are usually sold together with the respective gensets. The sale proceeds of such conopies
are included in the sales proceeds of the respective gensets to which they relate.

Note ELIERN 2014 |
(Rupees}
Advance for equipment 10.1 48,958,941 37,309,723
Assets under instellation 10.2 5 62,573,070
Advance for acquisition of software 10.3 3,848,557 -
52,807,498 99,882,793

This represents advance for certain equipment thet will be transferred fo the fixed assets - ijara assels

and expenses incurred on account of assembling of equipment,

Generators - 62,312,726
Machines - 260,344
- 62,573,070

This represents the amounts paid in advence fo vendor for the acquisition of new ERP software.

Creditors for goods 11.1 247,318,990 243,294,829
Creditors for expenses 64,669,694 26,408,508
Advances from customers 36,833,283 29,689,691
Security deposit 11.2 200,000 258,000
Employee car scheme - deductions 11.3 11,627,565 12,428,818
Dividend payable 684,305 621,148
Accrued expenses |

- commission 1,036,370 933,613
- bonus 16,974,979 18,575,664
- auditors’ remuneration 564,957 548,144
- finonciel cherges 11.4 25,276,053 12,152,125
- charity payable 17 - -

- miscellaneous 208,513 9,278,579

44,060,872 41,488,125

Tax deducted at source from

- employees 373,702 462,010
- suppliers 2,448,988 1,878,799
Sindh sales tax on operational and maintenance contracts 11,10 1 ,_056,2-9_._6 -
liarah rentals payable 11.5 24,144,659 49,910,577
Workers’ Welfare Fund 8,235,287 13,295,008
Zakat payable 11.6 205,640 -

441,859,281 419,735,513

This includes Rs. 197 8461 million (2014: Rs. 200 173 million] payable to Allied Engineering and
Services (Private| Limited {an associated company] for various purchases and services availed by the
Maodaraba.

This represents amount received as security deposit from conlractors providing contractual staff fo the
Modarabo.

This represents amounl deducted from monthly salary of those employees who are given vehicles by the
Modarcba and is adjustable at the end of four years against the sale of *he respeclive vehicles




11.9

This represents cccrual of financial charges in respect of Diminishing Musharakah Financing.

This represents ljarah rentals peyable to various banks and modarabas in respect of asset obtained
under ljarah arrangements (IFAS - 2].

This amount has been deposited with the Central Zakat Fune on August 18, 2015.

Reconciliation of charity payable Note 2015 m_
[Rupees)

Opening balance & .

Additions during the yeor 21 412,000 519,000

Paid during the year 11.8 (412,000) (519,000}
Closing balance = 5

Charity was paid to the following organisations:

Islamic Educational & Welfare Society 50,000 #
Burhani Medical Welfare Association 75,000 100,000
Markaz-e-Umeed For Special Children 25,000 25,000
Fatimid Foundation (Blood Bank, Haematological

Services & Kidney Center) 112,000 100,000
Hoswa (Healthcare And Social Welfore Association) 50,00{')_ 50,000
Koohi Goth Hospital 50,000 164,000
Poor Patients Aid Society Civil Hospitel Karachi. = 50,000
The Layton Rahmatulla Benevolent Trust - 30,000
Family Education Services Foundation 50,000

— 412,000 519,000

None of the directors and employess of the Modaraba Management Company had any interest in the
charity

11.10 With effect from July 01, 2014, the Modaroba is charging Sindh Sales Tax at the rate 10% on is

12.1

13.1

operation and maintenance income in accordance with the Sindh Sales Tox Act 2011,

PIICIN 2014 |

Remuneration payable to the Modarabo Management (Rupses)
Company - net 1,069,863 6,080,814
Sindh sales tax payable on remunerction of
Modaraba Management Company - note 24 2389535 977,183
T 3,459,398 7,057,997

The Modaraba Management Company is entitied 1o a remuneration for services rendered to the Modaraba
under the orovisions of the Modaraba Companies ana Modarabas (Floatation and Control) Ordinance,
1980 upto a maximum of 10% per annum of the net annucl arofits of the Modaraba. The remuneration for
the year ended June 2015 has been recognised at 2.5% (2014: 1% of prefit for the year.

Note 2015  EEDTEEE

[Rupees|

Musharakah finencing 13.1 1,702,004,402 1,729,190,390
Due within one yzar 925,691,826) (804,727,207)
776,312,576 924,463,183

Financing from banking and financial inslitutions 1,673,001,885 1,631,007,166
Financing from modarabas 29,002,517 98,183,224
1,702,004,402 1?7?9,190,390
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13.2

14.1

14.1.1

14,1.2

These facilities have maturities from November 2015 to May 2078 (2014: September 2014 1o July
2017) ond are secured ogainst hypothecation of ljarah assets amounting to Rs. 4,560.2348 millien
(2074; 3,567.052 million) ond demend promissory notes. The share of profit payable on these
facilities ranges from 7.85% 1o 11.60% (2014: 10.29% +o 15.55%)

Note EIEE 2014

(Rupaes)

Deferred liability for staff grotuity 14.2 30,456,248 24,730,674

Defined benefit plan - gratuity
Salient Features

The Modaraba eperates an unfunded scheme fo previde graluity to the permanent employees on
relirement. The latest actuarial valuation of this s
Projected Unil Cradit Method., Current y the Mod
unfunded grotuity scheme.

cheme was carried oul as at June 30, 2015 using the
araba dees not have any plan assels in respect of it's

Under the service rules, eligible employees are enlitled to grotuity ofter ten years of service and
thereafter the amount depends on the number of years of service completed by them and ot different
entitlement rotes.

The Gratuity scheme exposes the Modarcbe to the following risks:

Mortality risks

The risk that the actual mortalily experience is dilferent. The effect depends on the beneficiaries’
service / age distribution and the benefit

Final salary risks

The risk that the final salary af the time of cessation of service is higher than what we assumed. Since
the benefit is calculated on the final salary, the benefit amount increoses similarly.

Withdrawal risks

The risk of higher or lower withdrawal experience than assumed. The final effect could go either way
depending on the beneficiaries’ service / age distribution and the benefit.

Valuation results
Actuarial valuation is carried out once every year. The latest valuation was carried out as at lune

30, 2015. The information provided in noles 14 2 to 14.10 has been obtained from the latest
actuarial valuation report. The following significant assumptions have been used for valuation of this

scheme
2015 HEETITEEN
o
Valuation discount rate il s 13.5
Salary increase rate 10.5 13.5
Rate of employee turnover moderate moderate

Assumptions regerding future mortality are set based on actuarial advice in accordance with published
statistics and experience in Pakiston, The rates assuimed are bosed on the adjusted SLIC 2001 - 2005
mortality tables with one year age et back,




14.2

14.3

14.4

14.4.1

14.5

14.6

Amount recognised in the balance sheet

Note 2015 | ETITEEE

{Rupees)

Present value of defined henetfit obligation 14.4 30,456,248 24,730,674
Fair value of plan assets - :
Net liability recognised in the balance sheet 30,456,248 24,730,674
Movement in amount payable to the defined benefit plan
Opening balance 24,730,674 19,202,817
Cherge for the year 14.5 7,993,324 6,000,890
Benefils paid / peyable during the year (946,096) (3,855,408)
Remeasurement (gain} / loss on obligation

recognised in other comprehensive incoma 14.6 (1,321,654) 2,682,375
Closing balonce 30,456,248 24,730,674
Movement in the present value of defined benefit obligation is as follows:
Present velue of defined benefit obligation - opening 24,730,674 19,902,817
Current service cost 4,395,414 3,597,645
Mark-up cost 3,597,910 2,403,245
Benefit paid / payable during the year (946,096)  (3,855,408)
Remeasurement (gain) / loss on obligetion recognised

in other comprehensive incame 14.6 (1,321,654) 2,682,375
Present value of defined benefit obligation - closing 30,456,248 24,730,674
Analysis of present value of defined benefit obligation
Split by type of members:
Active empoyees 30,456,248 24,730,674
Split by vested / non-vested _
[i) Vested benelits 16,080,757 7,939,225
(i) Non-vested henefits 14,375,491 16,791,449

30,456,248 24,730,674

Split by benefits earned to date

(i) Accumulated benetit obligation 9,098,228 5,436,071

(i) Amounis attributable to future salary increase 21,358,020 19,294,603
30,456,248 24,730,674

Cadre by type of members
Managament staff 30,456,248 24,730,674

Amount charged to the profit and loss account

The following amounts have been charged to the profit and loss account during the current year in
respect of this scheme:

Current service cos! 4,395,414 3,597,645
Mark-up cost 3,597,910 2,403,245

7,993,324 6,000,890

Remeasurements recognised in other comprehensive income during the year

Remeasurement (gain) / lass an ebligation
recognised in other comprehensive income (1,321,654) 2,682,375
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14.7

14.8

14.9

14,10

15.1

Historic Information

2005  ETITEE

'Rupees)
Present value of defined
penetit ebligation 30,456,248 24,730,674 19,902,817 14,386,227 13,233,012
Remeasurement gain /
(loss) on ebligation 1,321,654 (2,682,375) (/95,728) (2,369,762 -

The defined benelfil obligations are based in Pakistan

The sensitivities of the defined benefit obligation fo changes in the weighted principal assumplions are

as under:

Impact on defined benefit obligation

Change in Increase in Decrease in
phi ption assumption
(Rupees)
Discount rate 1% 26,544,413 35,195,264
Salary increase rele 1% 35,148,531 26,511,953

The above sensilivities analyses are based on o change in an assumption while holding all other
assumptions constant. When calculating the sens vity of the defined benefit chligation to significant
octuerial assumptions the same method (present value of the defined benefii obligation calculoted
with the projecled unit credit method ot the end of the reporting period] has been applied as when

u.:lfu|ﬂfimg the gratuity liability recognised within the statement of financicl position.
lhe weighted average duration of the defined bencfit obligation is 14,20 years.

Based on actuerial advice, the Modaraba intends 1o cherge an amount of Rs. 8.605 million in the

financial statements for the year ending June 30, 2014.
Note cL LN 2014
|Rupees)
15, 8,334,376 7,227,702
This represents accrual for staff compensated obsences and includes liability in respect of key

management personnel amounting to Rs. 1.824 million (2014: Rs. 1.845 million) (refer note
2.5.14)

cCIUN 2014 |

(Rupees)
Security deposils payable in respect of essels given undes
lieroh arrangements (IFAS - 2) 44,000,000 50,000,000
Repayable / adjustable vwithin one yeo: (19,000,000) (24,000,000)

25,000,000 iia,ooq,bdb_




Authorised certificate capital

PIOETN 2014 2015  EEETITEE

(Number of Cartificates) {Rupees]

200,000,000 150,000,000 Modaraba Certificates of 2,000,000,000 1,500,000,000
cel s S ESSSS — Rs. 10 each =

Issued, subscribed and paid-up certificate capital

121,875,000 97,500,000 Modaraba Certilicates of Rs. 10 1,218,750,000 975,000,000
each fully paid in cash

24,375,000 19,500,000 Modaraba Certificates of Rs. 10 243,750,000 195,000,000
each fully issued as right
certilicates

- 4,875,000 Modaraba Certificates of Rs. 10 - 48,750,000
each issued as fully paid bonus
certificates
146,250,000 121,875,000 1,462,500,000 1,218,750,000

17.1 Following certificates are held by the associated companies of the Modaraba:

2015 Lle te . 20Nl
b Rupees carmlimsns Ropees
Allied Engineering and Services
(Private) Limited 54,288,677 542,886,770 36,907,231 369,072,310
Allied Engineering Management
Compeny (Privale) Limited 29,250,000 292,500,000 24,375,000 243,750,000

83,538,677 835,386,770 61,282,231 612,822,310

Statutory reserve represents profits set aside to comply with the Prudential Regulations for Modarcbas
issued by the SECP These regulations require a Modaraba to transfer not less than 20% and not
more than 50% of its affer tax profit till such time that reserves equal 100% of the paid-up capital
Thereafter, a sum not less than 5% of the efter tax profit is to be ransferred.

During the current yecr the Moceraba has transferred an amount of Rs. 101.213 million (2014:
Rs. 325.728 million) which represents 25% (2014 50%) of the profit after tax.

19.1 Contingencies

19.1.1 There were no contingencies outstanding as ot June 30, 2015 other than as explained below:
19.1.2 Sindh Sales Tax On operations & maintenance services of the Modaraba

During the year ended June 30, 2014, the Assistant Commisioner Sindh Revenue Board (SRB) issued
on order no. 160 of 2013 dated July 12, 2013 demending Sindh Sales Tax of Rs. 25,633 million @
16% on folal Operation & Maintenance income of the modaraba of Rs. 160.204 million for the yeor

ended June 30, 2012,

Considering the nature of Operation & Maintenance Services, their geographical limitations and
methad of computation relating to levy of provincial Sales Tax on services as enyisaged in the Sindh
Sales Tax on Services Act 2011, the Modaraba filed en appeal o the Commissioner Appeals - Sindh
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19.2

19.2.1

19.2.2

19.2.3

Revenue Board (SRB), Simultaneously, the Modaraba also filed a Constitutional patition in the
Honorable High Court of Sindh relating fo the levy of sindh sales tax by virtue of which the Honorable
High Court of Sindh kindly stayed the demand of sindh sales tax vide its order daled October 11,
2013. However, subsequently the Honorable High Court of Sindh issued a judgment dated January
27, 2014 directing SRB not to take any coercive action against Allied Rental Modaraba, fill the
decision has been reached in Appeal which wos pending before the Commissioner Apocals - Sindh
Revenue Board (SRB).

The Commisioner Appeuals- Sindh Revenue Board (SRB) vide his order in appeal number 16/2014
dated Febraury 25, 2014 reduced the demand of sindh sales tax from Rs. 25.633 million to Rs.
12.238 million stating thet the differentiel emount of Rs. 13.395 million pertains fo the services
rendered outside the province of Sindh.

The Moderaba has filed o Constitutional Petition CP No. D-1190 in the Honorable High Court of
Sindh agains! the order of the Commussioner Appeals - Sindh Revenue Board {SRB) by virtue of which
the Honorable High Court of Sindh vide its order dated March 11, 2014 has suspended the operalion
of the impugned order of the Commissioner Appeals - SRB, Subseguently, the Sindh Revenue Board
Tribunal has been consituted and has become functional in June 2015. The Modarcbe, on direction
of the Honorable High Court of Sindh, has filed an appeal to the tribunal the culcome of which is
pending. The Managemen! believes that the autcome of the appecl will be in favour of the Modarabe
and hence no provision has been made in these financial statements.

Commitments

Contractual rentals receivable on ljarah contracts

June 30, 2015 June 30, 2014

Due Due after — Due after
within one year Due aofter Yo within one year  Due after Total
oneyear Durwithin five years oneyear butwithin  five years
five years five years
[Rupees)
Rentals receveole in foture 120,080,400 263,303,000 - 383,383,400 334,320,400 388,382,600 , 722,703,000

This represents the rentals receivable by the Modaraba in future periods in respec! of ljarah assets
given under long-term arrangements.

ljarah rentals payable

This represents amount poyable against ljarah arrergements with various financiel institutions. Details
of these amounis payeble are as follows

June 30, 2015 : June 30, 2014

D D
wi;;!.in Due after wil‘;;n Due after

Total Total
one yeors one years

one year one year

[Rupeeas)

Future ijaran renfals payahles 171,684,461 90,808,112 262,492,573 260,771,873 275,524,295 536,296,168

Assels acquired under the above arrangements have been further sub-let under ijarah arrangements
(IFAS - 2]. During the year, an expense of Rs. 211.671 million (2014: Rs. 211.306 million] and
income of Rs. 200.3921 million (2014: Rs. 344.640 million) was recagnised under the above ligrah
arrangemenis and as af the year end Rs. 52,057 millien (2014: Rs. 62.991 million) wos due under
these arrangements. The cost of assets acquired under ijarah crrengements as at June 30, 2015 is
Rs. 553.863 million (2014: Rs. 769.953 million) (nate 9.4],

Commitments in respect of cutstanding letter of credit and registered import contracts amount to
Rs. Nil (2014 Rs. 266.559 million).




Note PIICEEN 2014 |
[Rupees)
Salaries, wages and other staff benefits 20.1 492,295,150 384,341,413
Deprec ation expense 8.3 739,632,257 602,809,807
Repuairs and maintenonce cost 20.2 391,536,252 380,638,473

211,671,013 211,305,866

liorah rentals

Flee! vehicles running cost 83,561,246 34,664,935
Vehicles running cosl 23,334,172 22,088,915
Insurance cost - equipment 26,810,624 19,681,293
Travelling and conveyance 10,683,630 8,072,705

Rent expense

7,525,671 5,986,028
1,987,050,015 1,669,589,435

20.1 This includes coniribution of Rs. 5.193 million (2014: Rs. 4.689 million) to the staff provident fund
and charge in respect of unfunded gratuity scheme amounling to Rs. 5.515 million (2014: Rs. 3.457
million)

20.2 This includes expenses of Rs. 357.511 million {2014 Rs. 355.904 million) for parts purchased and
services availed from Allied Engineering and Services (Private) Limited, an associated company.

Note 2005  [EDTIEEE
{Rupees)
Salaries, wages and other stoff benefits 21.1 53,394,998 45,519,526
Vehicle running costs 5,736,764 5,395,232
Travelling end conveyance 5,057,047 5,401,431
Depreciation expense 83 9,406,457 8,177,159
Legal and professional charges 11,921,950 8,818,616
Auditors' remuneration 212 950,000 830,665
Telephone, postage ond fox charges 2,816,522 2,261,450
Advertisement and sales promoticn 2,047,976 2,418,489
Printing and stationery 3,424,700 2,628,850
Insurance cosi - vehicles 1,908,540 1,655,084
Training, meetings and tender participation 4,047,707 1,777,899
Charily 11.7 412,000 519,000
Entertainment 2,896,139 2,467,714
Miscellaneous 4,964,485 2,849,184

708,985,285 90,720,299

21.1  This includes contribution of Rs. 1.957 million [2014: Rs.1.448 million] to the slaff provident fund
and charge in respect of unfunded gratuity scheme amounting fo Rs. 2.478 million (2014: Rs 2.544
million).

21.2 Auditors’ remuneration

P 2014 |

(Rupees)

Audit fee 500,000 450,000

Fee for review of half yearly financial statements 230,000 210,000
Fee for review of the statement of compliance with the best

practices of the Coce of Corperate Governance 70,000 60,000

Other ceriificelions 75,000 50,000

Qut of pocket expenses 75,000 60,665

950,000 830,665
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26.1

W
&
»

Note 205 ETITIEN

(Rupees)
Exchange loss 6,585,970 .
Financial cost on Diminishing Musharakah Financing 201,245,897 163,904,235
Bank charges and commission 1,408,187 1,848,177

_2”09:24610‘53 165,752,412

Profit on savings accounts 11,736,154 13,368,957
Profit on short term invesiments 1,338 951,454
Exchange goin - 21,329,294
Proceeds from disposal of scrap ),478,4 11,463,342
Gain on disposal of jarah assel 9.5 . 27,113,336
Gain on disposal of fixed ussets in own use 8.2 986,369 58,618

38,005,105 74,285,001

The Sindh Revenue Board (SRB) has imposed Sindh Sales Tax on the Modarcha Management
Company’s remuneration w.e.f November 01, 2071 In view of the fact that the remuneration is a
profit sharing rather than a fixed fee against rendering of mencgement services by the Modaraba
Menagement Company, the NBFI and Modaraba Association, on behalf of a number of Modarabas
filed a constitution petition in the Honorable High Court of Sindh oguoinst which the Honorcble High
Court of Sindh kindly granted an interim stay orde:

Subsequently, the Henorable High Court of Sindh, in its judgement dated April 27, 2015 , directed
the aggrieved parlies to seek remedy in accordance with the law, on the basis of which the Assistant
Commisioner - SRB issued a letter to the Modaraba Management Company mentioning the amount
of sales tax liability and its payment thereof to the SEB. The maller is being pleaded by the Modaraba
Management Company with the SRB asking for appropriate legal procedures to be followed by the
SRB in accordance with Sindh Sales Tox Act, 2011 for the determination of sales tax liahility.

The matter is pending at the SRB for adjudication and hearing. However, taking @ prudent view, full
provision for Sindh Sales Tox has been made in these financial statements.

The Finance Act, 2008 introduced an amendment io the Workers’ Welfare Fund Ordinance, 1971
(WWF Crdinance] due to which the Modaraba became liable to pay contribution to the Workers'
Wellare Fund (WWF) at the rate of 2% on the higher of the profit before taxation as per the financial
statements or the return of income

The income of non-trading Modarabas is exempt from tax provided that not less than ninety percent
of their profits for the year as reduced by the amount transferred to stolutory (mandatary) reserves are
distributed to the certificale holders. As the Management Company of the Modarobe, subsequent to
the year end, hos approved the required distribution s delailed in note 37, no provision for taxation
has been made in these financial statements.

The income tax returns of the Modaraba have been filed upto the financial year ended June 30, 2014
which are deemed assessed under the Income Tax Ordinance 2001, unless selected for audit by the
laxation authoritics.




271

29.1

Basic earnings per certificate is worked out as under:

Protit for the year

Weighted average number of ordinary certificotes

outstanding during the year (restated)

Earnings per certificate - basic & diluted (restated)

Note tILI 2014
{Rupees)
403,529,072 651,455,379
139,681,629 134,497,672
271

289

4.84

No figure for diluted earnings per certificate has been presented as the Mcdaraba has not issued any
instrument which would have an impect on basic earnings per certificate when exercised.

Cash and cash equivalents included in the cash flow statement comprises of the following balonce

sheet amounts:

Cash and bank balances 3 74,506,845 48,027,231
2015 TR S )
Executives Executives
Ke e
mcr:ng:nen! emg::;l Fatal mun':g;nem aw;'::m Tetod
personnel] persannel)
(Rupeas)
Basc salary 21,090,747 54,057,317 75,148,064 16,346,367 49,957,122 66,303,489
Bonus 4,457,743 13,241,706 17,699,449 3,053,220 12,365,428 15,418,848
House rent allowance 9,490,836 24,325,793 33,816,629 7,355,877 22,480,709 29,836,586
Usility allowance 2,109,075 5,405,732 7,514,807 1,634,640 4995619 6,630,259
Conveyance ollowance 300,764 5,050,415 5,351,179 95,928 4,401,444 4,497,372
Frovident tund 2,039,486 5110,715 7,150,201 1,532,100 4,604,276 6136376
Grettuity 2,243,374 5,749,950 7,993,324 1,544 024 4,456,864 4,000,890
Confribution to Emplayees’
Old Age Benelil 118,269 1,779,409 1,897,678 92,140 1,875,653 1,967,813
Medicol berefits 2,512,717 6440299 8953016 1,797,056 6,755,480 8,552,536
44,363,011 121,161,336 165524,347 33.451,374 111,892,795 145,344,169
353 16 346 362

Number of cersons 22 331

Certain executives and officers are also provided free use of vehicles maintcined by the Modaroba

and fuel allowance.

As at June 30, 2015
s Gl s
(Rupees)
Assefs
Cash and bank balances 74,506,845 - = - 74,506,845
liarah rentals receivable 481,983,661 5 - 481,983,661
Operaticn and maintenance
ncome receiveble 23,580,279 - 23,580,279
Advances, deposits anc other
receivables 35,772,177 B - 35,772,177
Long-term security deposits 32,048,066 - - 32,048,066
647,891,028 - - 647,891,028
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As at June 30, 2015

Liabilities

gt Other
e
or loss’
IRupees)
Liabilities
Creditors, accrued and other liahilities . 428,855,063 428,855,063
Poyable to the Modarabe Management Company - 3,459,398 3,459,398
Diminishing musharakah financing payable - secured . 1,702,004,402 1,702,004,402
Deferred liability - 30,456,248 30,456,248
Other long-term employese benefil - 8,334,376 8,334,376
Security deposits - 44,000,000 44,000,000
B - 2,217,109,487 2,217,109,487
Loans and U‘:i:‘:':h‘:;u'“;; Available Held-to- foral
receivables profit & loxs for sale maturiry
(Rupees)
Assets
Cash and bank balances 48,027,231 . = - 48,027,231
liarah rentals recevable 305,483,559 > . - 305,483,559
Opgeration end maintenonce
nceme receivable 21,557,025 = - 21,557,025
Advances, depasits and other
receivanles 44,349,317 - - 44,349,317
Long-term security deposits 70,359,926 . = 70,359,926
N N —— 1)
Liabilities
o velte
or lass’
Liabilities [Rupees)
Creditors, accrued and ather Labilities - 403,478,548 403,478,548
Payable to the Modaraba Management Company - 7,057,997 7,057 997
Diminishing musherakah financing payable - secured : 1,729,190,390 1,729,190,390
Deferred liability 24,730,674 24,730,674
Other lorg-term employee benefit . /7,227,702 7,227,702
Security deposits - 50,000,000 50,000,000

'2,221,685311 2,221,685311

Risk management framework

The Modaraba's objective in mancging risk is the creation and protection of certificate halders’ velue.
Risk is inherent in the Modarcba’s activities, but it is manoged through monitering and controlling
activities which are primarily set up based on limits established by the Management Company, the
Modaraha's constitulive documents and the regulations and direclives of the SECP These limits reflecl
the business slralegy and market environment of the Modaraba as well as the level of the risk that



31.1

31.1.1

31.1.2

the Madaraba is willing to accept. The Board of Directors of the Management Company has overall
responsibility for the establishment and oversight of the Modaraba’s risk management framework.

The octivities of the Modaraba expose it 1o a variety of financial risks: market risk, credit risk and
liquidity risk.

Market Risk

Markel risk is the risk that the fair values or future cash flows of o financial instrument will fluctuate
because of the changes in market prices. The objective of markel risk management is to manage
and control market risk exposures within acceptable parameters, while optimising the return on risk.
Market risk comprise of three lypes of risks : currency risk, interest rate risk and price risk.

Management of market risks

The Management Company manages market risk by monitoring its financial instruments as per the
internal risk management policies and investment guidelines approved by the Board of Directors of
the Management Company.

The Modaraba is exposed to currency risk and interest rate risk only.
Currency risk

Currency risk is the risk that the foir value or future cash flows of a financial instrument will fluctuate
because of changes in foreign currency exchange rates. The Modarebe primarily has foreign currency
exposure in US Dollars (USD) and Euro. At June 30, 201 5, the Modaraba's exposure to foreign
currency risk in respect of its obligation is USD 200,200 (2014: 552,029) and Euro Rs. 94,000 (2014:
Nill. Net exposure is payable by the Modaraba in Rupees at the rate on which these are settled by the
Modaraka.

The Modaraba uses forward foreign exchange contracls to hedge its foreign currency risk, when
considered appropriate. Currently, the Modarcbo dees not have any forward cover against the net

exXposUre.

The following significant exchange rates were applied during the yeor:

205 EECE 205 EECUIE
Rupees / US Dollar 101.46 102.88 ~ 101.80 98.80
Rupees / Euro 121.72 139 63 112.95 134.94

Sensitivity risk

A five percent strengthening / (weakening) of the Rupee against USD and Euro es ot June 30, 2015
would heve increased / (decreased) eguity and profit by Rs. 1.550 million (2014: 2.727 million) mainly
as a result of foreign exchange gains / losses on translation of USD denominated bills payable. This
analysis assumes thal all other variebles, in particular interest rates, remain constant. The analysis has
been performed on the same basis as for 2014.

Interest rate risk

Interest rate risk is fhe risk that the fair value or future cash flows of ¢ financial instrument will fluctuate
because of changes in market interest rates. At the reporting date, the interest rate profile of the
Modaraba's interest bearing financial instruments and the periods in which these will malure are as
follows (based o the earlier of repricing and contractual maturity):

Annual |8 Report 2015
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31.1.3

The Modaraba's interest rate expasure arises on soving accounts with banks, Term Deposit Receipt
and Diminishing Musharakeh Financing payable. At the balance sheel date the interest rate profile of
the Modaraba’s interest-bearing financial instrument was as follows:

Carrying amount
Note ELIEREN 2014 |
{Rupees]
Variable rate instruments
Financial assets
Seving accounts with banks 3 52,876,839 6,280,962

Financial liabilities
Diminishing Musharakah financing payable - secured 13 1,702,004,402 1,729,190,390
1,702,004,402 1,729,190,390

Fair value sensitivity analysis for fixed rate instruments
The Modaraba does not have any fixed rate financial instruments as at June 30, 2015.

Cash flow sensitivity for variable interest rate instruments

In case of 100 basis points increase / decrease in KIBOR on the last repricing date of variable
rate instruments, (other than savings accounts) with all other variables held constant, the profit and
loss cccount and equity of the Modaraba would be higher / lower by Rs. 2.254 million i2014: Rs.
2.138 million). The sensitivity of savings account hos not been presented as the impact would not be
material.

Price Risk

Price risk is the risk that the fair value or fulure cosh flows of e financial instrument will fluctuate s
a result of changes in market prices (other than these arising from interest rate risk or currency risk)
whether those changes are caused by factors specific 1o the individual financial instrument or ifs
issuer, or factors affecting all similar financial instruments traded in the market. The modaraba is not
exposed to price risk.

Credit risk

Credit risk is the risk that ¢ counterparty to a financial instrument will fail to discharge on cbligation or
commitment that if has enfered into with the Modarcha, resulting in a financial loss to the Modarcba.
At the year end it arises principally from ljerah rentcl receivable, operational and maintenance income
receivable, bank balances, Term Deposit Receipts, deposits and other receivebles.

Management of credit risk

The Modaraba’s palicy is to enter into financial contracts in accordance with its internal risk
management policies and the requirements of the Prudential Regulations for Modarehes issued by
the SECP The Modoraba seeks to manage its credif risk exposure through diversificetion of leasing / liarah
activities to avoid undue concentrations of risks with individuals or groups of customers in specific
locations or businesses. It also obtains security when appropriate. Cash is held only with reputable
banks with high quality credit warthiness.

Exposure to credit risk

The maximum exposure 1o credit risk at the reporting date is as follows:

Note 2015 | EDTEE

(Rupees)
Bank balunces 3 72,675,124 44,690,918
ljarah rentals receivable 481,983,661 305,483,559
Operation and maintenance income receivable 23,580,279 21,557,025
Long-term security deposits 32,048,066 70,359,926
Advances, deposits and ofher receivables 35,772,177 44,349,317
Total carrying value (und maximum exposure to credi! risk) 646,059,307 486,440,745




31.2.1 Credit risk ratings and collaterals held

31.2.2

31.2.3

Credit risk rating of the Banks and their respective balances are given below:

PIIEIN 2014 |
Rating i
AAA 54,565,053 25,775,206
AA A 889,697 5,741,493
AA 284,306 302,084
AA- 11,763,930 (2,309,585)
A+ 4,810,242 -
A- 361,896 >
A - 15,181,720

72,675,124 44,690,918

Collaterals

The Modarabe does not hold any collateral from the counter parties against Term Deposit Receipts
and belances with banks and these are unsecured, The Modaraba’s Investment in ljarah finance
are secured againsl assels lecsed out. Furthermore, the assets leased out by the Modaraba under
iiarch arrangements are secured as the tille to asset is held by the Modaraba. An amount of
Rs. 44 million (2014: Rs. 50 million) is also kept as security deposils against these arrangements.
For these receivables, other collaterals held by the Modarcbe are fitle documents end promissory
notes etc.

Impairment losses and past due balances

The age analysis of the rental receivable (ijorah rentals and operation and maintenance income
receivable) on the date of reporiing is as follows:

Impairment Impairment
Gross oss Gross loss
recognised recognised
(Rupess)
Not past due = s s
Past due 1-90 days 297,364,593 - 207,020,531
Past due 91 ceys to 180 days 110,948,959 - 49,603,105 -
Past due 181 days tc one year 107,268,354 21,453,672 62,358,804 12,471,761
Past due one yeor to lwo years 22,871,412 11,435,706 41,059,811 20,529,906
More than two years 2,008,161 2,008,161 2,988,543 2,988,543
Total 540,461,479 34,897,539 363,030,794 35,990,210

Impairment is recognised by the Modaraba on the basis of the provisioning requirements of the
Prudential Regulations for Moderabas issued by the SECP which includes subjective evaluation of
investment portolio carried out by the Modaraba on an on going basis {ond consideration of forced
scles value of properfies, wherever considered necessary and available, in accordance with the
Prudential Regulations). Based on the past experience, consideration of financiel position, past track
records and recoveries, the Modaraba believes that additional provision ageinst past due balances is
not required.

Concentration of credit risk

Concentration of credit risk exists when changes in economic or industry factors affect groups of
counterparties whose aggraegate credit exposure 1s significant in relation to the Modaraba's total credit
exposure. Concenlrations of credit risk indicate the relative sensilivity of the Modaraba’s performance
to developments affecting ¢ particular industry.
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31.3

Delails of the Moderaba's conceniration of credit risk of finencial instruments by indusirial distributions

are as follows:

2015 - 2014 jird]
{Rupees) % [Rupees}) %

Airline 4,566,942 0.71% 1,898,667 0.40%

Banks and development financial
institutions (DFI's) 125,444,186 19.42% 134,330,900 27.60%
Cement 472,667 0.07% 273,533 0.10%
Chemicals and pharmaceuticals 20,448,948 3.17% 10,548,868 2.20%
Construction 13,155,747 2.04% 5516897 1.10%
Dairy & pouliry 1,815,497 0.28% 652,633 0.10%
Education 5,415,035 0.84% 3,467,245 0.70%
Energy, oil and gas 69,105,843 10.70% 49,670,499 10.20%
Engineering 55,631,075 B8.61% 37,099,606 7.60%
Fast moving consumer goods (FMCG) 55,418,256 B8.58% 21,658,284 4.50%
Food and beverages 61,069,660 9.45% 56,467,268 11.60%
Glass and ceramics 5,778,456 0.89% 1,959,926 0.40%
Healthcare 3,648,652 0.56% 2,662,725 0.50%
Hotels 1,285,062 0.20% 3,773,240 0.80%
Information technelogy and communication 12,955,034 2.01% 13,569,060 2.80%
Packaging 23,362,339 3.62% 8,286,141 1.70%
Paper and board 9094446 1.41% 3,115,650 0.60%
Printing 486,400 0.08% 400,000 0.10%
Textile and cotton 131,897,616 20.42% 96,367,517 19.80%
Transport 10,291,593 1.59% 8,361,280 1.70%
Others 34,715,853 5.37% 26,360,806 5.50%
646,059,307 100% 486,440,745  100%

Liquidity Risk

Liquidity risk is the risk that the Modaraba will encounter difficulty in meeting its financial obligations
arising from its financial liabilities that are settled by delivering cosh or another financial assets, or
that such obligations will have to be seftled in @ monner disedvantageous to the Modaraba. Liquidity
risk arises becouse of the possibility that the Modaraba could be required to pay its liabilities earlier
than expected.

Management of liquidity risk

The Medaraba’s approach to managing liquicily 's to ensure, as far as possible, that it will always
have sufficient liguidily to meet its liobilities when cue, uncer both normal and siressed conditions,
without incurring unacceplable losses or risking demage to the Modarcbe’s reputation. In an urgent
situation, the Modaraba may also opt for borrowing funds from its related parties and even from
olher banks.

Maturity analysis of financial liabilities
The table below analyses the Medaraba’s financicl liabilities into relevant maturity groupings based

on the remaining period at the reporting date to maturity date ond represents the undiscounted cash
flows. The amounts in the takle are the gross nominal undiscounted cash flows




Non-derivative financial liabilities

Creditors, accrued and other
liabilities

Payanle to the Modoraba
Management Company

Diminishing musharaksh financing
peyasle - sscured

Deferred ability

Orher 'ong-term employee benefil
- compensatad absences

Securily deposits

Non-derivative financial liabilities

Crediters, accrued and other
lighilitias

Fuyahle to the Modaraba
Mancgement Company

Diminiching musnarakah linancing
poyable - securec

Deterred liability

Other long-term employee
benelit - compensated

aosences

Security deposils

The coniractual cash flows relating to the above financicl liobilities h
of mark-up rates effective as ol the year end [and includes both principal and profit payable thereon).

2015

Carrying Contractual Six months Six to twelve One to five
Amount cash flows orless months years
(Rupees)
428,855,063 428,855,063 411,880,084 16,974,979 -
3,459,398 3,459,398 3,459,398 - -
1,702,004,402 1,863331,630 538038220 507,092,007 818,201,403
30,456,248 30,456,248 - - 30,456,248
8,334,376 8,334,376 : . 8,334,376
44,000,000 44,000,000 - 19,000,000 25,000,000
2,217,109,487 2,378,436,715 953,377,702 543,066,986 881,992,027
Carrying Contractucl Six months Six to twelve One to five
Amount cash flows or less months years
(Rupees)
403,478,548 403,478,548 384,902,884 18,575,664
7.057,997 7,057,997 7.057,997 -
1,729,190,390 1,989,456,277 514,051,156 453,518,770 1,021,886,351
24,730,674 24,730,674 24,730,674
7,227,702 7,227,702 7,227,702
50,000,000 50,000,000 - 24,000,000 26,000,000
2,271,685311 2,481,951,198 906,012,037 _ 496094434 1 079,844,727

ave been determined on the basis

The rates of mark-up have been disclosed in nofe 31,1.2 fe these financial statements.

Operational risk is the risk of direct or ind

risks arise from all of the Modarcbe’s achivities,

The Madaraba's objective is to manage operational risk so as o balance limiting of financial losses and

araba’s operotions either
d from external
legal and regulelery
t behaviour. Operational

rect loss arising from a wide variety of causes associated
with the processes, technology and infrosiructure supporting the Mod
internclly within the Modaraba or externally at the Modaraba’s service providers, an
factors other thon credit, market and liquidity risks such os those arising from
requirements and generally accepled standards of investment managemen

domage to its repulation with achieving its obieclive of generating returns for certificate holders.

The primary responsibility for the development and implementetion of contrels over operational risk
rests with the Board of Directors of the Management Cam

contrals in the following areas:

pany. This responsibility encompasses the
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- requirements for appropriate segregotion of dulies between various functions, roles and
responsibilities;
requirements for the reconciliation and monitoring of transactions;

- compliance with regulctory and other legal requirements:

- documentation of controls and procedures;
requirements for the periodic assessment of operationol risks faced, and the adequacy of controls
and procedures to eddress the risks identified,

- ethical and business standards;
risk mitigation, including insurance where this ' effective.

The Modaraba’s prime obiective when mancging capital is to safeguard the Modaraba's ability ta
confinue os a going concern so thet it con continue fo provide optimum returns to its certificale
holders’ and benefits of other stake holders ond lo maintain o strong copilal base to support the
suslained development of its businesses.

The Modarche manages its capital structure by monitoring return on net assets and muakes
adjustments to it in the light of changes in economic conditions. In order to maintain or adjust the
capital structure, the Modarobe may adiust the omount of profit poid to certificate holders or issue
new certificates.

The Modaraba is not subject to externally imposed copilal requirements.

Fair value is the amount for which an asset could be exchenged, or liability settled, between
knowledgeable willing porties in an arm'’s length iransaction. Consequently, differences can arise
between carrying velues and the feir value estmates,

Underlying the definition of fair velue is the presumplion that the Modaraba is o going concern
without any intenfion or requirement to curtail ma'erially the scale of its operations or fo underlake @
transaction on adverse terms.

Financial assets which are traded in an open market are revalued of the market prices prevailing on
the reporting date. The estimated fair value of all other financial assels and liabililies is considered not
significantly different from carrying volues as the items are either short-term in nature or periodically
repriced.

Internationel Financial Reporting Standard 7, ‘Financial Instruments: Disclosure” requires the
Modarcbe to classify fair value measurements using a foir value hierarchy that reflects the significance
of the inputs used in making the measurements. The fair value hierarchy has the following levels:

- quoted prices {unadjusted) in active markets for identical assets or liabilities (level 1);

- inputs other than quoted prices included within level 1 thal are observable for the asset or liability,
either directly (i.e., as prices) or indirectly (i.e., derived from prices) {level 2); and

- inputs for the asset or liability that are not based on observable market date (unobservable inputs)
(level 3).

The Company does not hold any investments as at June 30, 2015,




35“

The reloted parties comprise of major certificate holders and their close family members, directors of
the Modaraba Management Company end their close family members, key management personnel
of the Modaraba Management Comopany, key management personnel of the Modaraba and their
close family members, the provident fund trust and the entities with common direclors or under

common management and cantrol.

Contribution to the provident fund is mode in accordance with the services rules. Modaraba
management fee, if any, is accrued in accordance with the requirements of the Modarebe Regulations.
Remunerclion of key management personnel are in accordance with the lerms of their emplayment,

Other transactions are carried cut at agreed terms.

Details of transactions with related parties during the year are as follows:

Allied Engineering Management Company (Private)
Limited (Modaraba Management Company)

Modaraba Management Company's remuneration
charged during the year

Sindh sale tax on managemen! company's remuneration
charged during the year

Issue of Nil Bonus certificates (2014: 975,000)
during the year

Issue of 4,875,000 Right certificates (2014: 3,900,000)
(Including premium of Rs. 12.5 per certificate)
during the year

Payment made to the Modaraba Management Company
lIncluding Management Fee) during the year

Amount received from the Modaraba Menagement Company

during the year
Dividend poid during the year

Allied Engineering and Services (Private) Limited

(holding company of the Modaraba Management Company)

Purchase of assets during the year
Purchase of parts and services during the year
Sale of rental assets end rental revenue during the year

Miscellaneous transactions during the year

lssue of Nil Benus certficates (2014: 1,476,289 during the year

Issue of 7,381,446 Right certificates (2014: 5,205,157]

{including premium of Rs. 12.5 per certificate) during the year

Dividend paid during the year

PIICIN 2014 |

[Rupees)

10,088,227 6,514,554

419,380 977,183

- 9,750,000

109,687,500 81,900,000

39,099,178 57,036,361

24,000,000 50,000,000

73,125,000 58,500,000

172,807,695 307,159,266

357,510,877 355,903,923

5,390,667 2,281,200

5,401,903 3,356,831

- 14,762,893

166,082,540 124,008,297

110,721,693 88,577,355

2015
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35.2

Allied Engineering and Services (Private) Limited -
Staff Provident Fund

Contribution to the stoff provident fund during the year
Issue of Nil Bonus certificates (2014: 76,898) during the year

Issue of 430,398 Right certificates (2014 : 346,526)
(including premium of Rs. 12.5 per certificate) during the year

Dividend paid during the year
Key Management Personnel
Remuneration of key management personnel during the year

Issue of 44,399 Right certificates (2014 . 32,529)
(including premium of Rs. 12.5 per certificate] during the year

Dividend paid during the year
Contribution 1o the staff provident fund during the year
Charge for stoff gratuity scheme during the year

Allied Engineering Management Company (Private)
Limited (Modaraba Management Company)

Outstanding certificates 29,250,000 ( June 30, 2014 24,375,000)

Payable to the Modaraba Management Company

Allied Engineering and Services (Private) Limited
(the holding company of the Modaraba
Management Company)

Qutstanding certificates 54,288,677 (June 30, 201 4: 36,907,231)

Payable against purchase of parls and services

Allied Engineering and Services (Private) Limited -
Staff Provident Fund

Qutstanding certificales 2,391,796 {June 30, 2014 1,961,398)
Key Management Personnel

Qutstanding certificates 284,940 (June 30, 2014: 225,660)

205 [EEETITEEE

(Rupees)
7,150,201 6,136,376
768,987
8,826,291 7,277,046
5,884,194 4,613,922
44,363,011 33,451,374
998,978 683,109
666,012 487,944
2,039,486 1,532,100
2,243,374 1,544,026
292,500,000 243,750,000
3,459,398 7,057,997
542,886,772 369,072,310
197,861,418 200,173,491
23,917,956 19,613,980
2,849,400 2,256,600

The stotus and details of outstanding balances with associoted undertakings / related parties as al
June 30, 2015 are included in the respective notes to the finencicl statements.

As per IFRS 8, “Operating Segments”, Operaling segments are reported in ¢ manner consistent with
the internal reporting used by the chiet operating decision-maker. The Chief Executive Officer of the
Management Company has been identified as the chief operating decision-maker, who is responsible
for alloceting resources and assessing performance of the operating segments.




The Modaraba has determined the operating segments bosed on the repors reviewed by the Chief
Execulive Officer, which are used to make strategic decisions.

The Chief Executive Officer is responsible for the Modaraba's entire product portfolio and considers
the business lo hove fwo operating segments. The Modarcba’s asset allocation decisions are besed
on on integrated investment strotegy. The Madaraba’s performance is evaluated on the basis of two
operating segments.

The internal reporting provided to the Chief Execulive Officer for the Modaraba’s assets, liabilities
ond performance is prepared on a consistent basis with the measurement and recognition principles
of approved cccounting standards as opplicable in Pakistan.

The Modaraba's operating segmenls consists of rental business (operating and finance lease) and
maintenance business (operation and maintenance income|, There were no changes in the reportable

segments during the year.

The Modaraba is domiciled in Pakistan. All of the Modaraba’s income is from financing investmens
in entities incorporated in Pakistan.

The Modaraba has o diversified product portfolio whereby resources have been allocated.

36.1 Defails of segment revenue, profit, assets and liabilities are as follows.:

2005 EDNIEE 20 EETITEE 205 EETTIEE

— o
(Rupees)

Revenue 2,603938,444 2450135752 95487861 92075399 2,699426305 2542211151
Coste (2,258,745,829) (1, 899,873.018)  (75,156,509)  (65,167,755) (2,333,902,338) (1,965,040,773)
Reportable segment prohit 345,192,615 550,262,734 20331352 26,907,644 365523967 577,170378
Reportable segment assets:
Renlol receivanle 481,983,661 305,483,559 23,580,279 21,557,025 505,563.940 327,040,584
Security decasits 50,718,450 74,309,926 - - 50,718,450 74,309,926
Spares patts 41,208410 47229267 : . 41,208,410 47,229,267
ljarah ossets 5,102,141 987 4,644,854,274 - - 5,102,141 987 4,644,854,276
Fixed wasels in own use - fangble 76,075,658 65,032,652 - - 76,075,658 65,032,652
Capital work- n-progress 52,807,498 99,882,793 - - 52,807,498 99,882,793

5,804,935,664 5236,792,473 23,580,279 21,557,025 5828515943 5,258,349,498

Reportable segment liabilities:

Credtors, accrued aro other liobilities 441,859,281 419,735,513 - - 441,859,281 419735513

Diminishing mushzrakeh finone rg
paycble - secured 1,702,004,402 1,729,190,390 - . 1,702,004,402 1,729,150,390
Security deposi's 44,000,000 50,000,000 - . 44,000,000 50,000,000
2,187,863,683 2,198,925903 B - 2,87,863,683 2,198,925.503
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36.2

39.1

Reconciliation of reportable segments revenues, profit or loss, assets and liabilities:

Note ELIEI 2014

(Rupees)
Revenues
Total revenue for reportable segments 2,699,426,305 2,542,211,151
Other revenue 23 38,005,105 74,285,001
Total revenue 2,737,431,410 2,616,496,152
Profit or loss
Total profit or loss for reportable segments 36‘5,5?3,_9{67 577,170,378
Other profit or loss 23 38,005,'!% 74,285,001
403,529,072 651,455,379

Assets '
Tolal assets for reportable segments 5,828,515,943 5,258,349,498
Advances and other receivables (other than security deposit] 30,910,944 50,210,173
Cash and benk balances 74,506,845 48,027,231
Long term security deposit - Others 50,000 50,000

'5,933,983,732 5,356,636,902
Liabilities s '
Total liabilities for reportable segments 2,187,863,683 2,198,925,903
Payable to the Modaraba Management Company 3,459,398 7,057,997
Deferred staff liability 30,456,248 24,730,674
Other long term employee benefits 8,334,376 7,227,702

2,230,113,705 2,237,942,276

The cbove mentioned segments do not necessarily melch with the organisatienal structure of the
Modaraba.

The Board of Direclors of the Management Company has approved dividend al the rate of Rs. 2
per certificate (2014: Rs. 3 per certificate) for the year ended June 30, 2015, resulling in a total
distribution of profit amounting to Rs. 292.500 million (2014 Rs. 365.625 million), in its meeting
held on August 27, 2015, which is more than 90% of the net profit for the year ended June 30, 2015,
after appropriation to the statutory (mandatory) reserve as required under the Modarabe Regulations.
These financial statements do not reflect this proposed distribution which will be incarporated in the
financial statements for the year ending June 30, 2016.

Corresponding figures hove been rearranged and reciossified, wherever necessary, for the purpose of
oeller presentation and comparison. There have been no significant rear rangements or reclassifications
in these financial statements

Date of authorisation for issue

These financial slatements were authorised for issue by the Board of Direclors of the Management
Company in its meeting held on August 27, 2015,

For Allied Engineering Management Company (Private) Limited
(Modaraba Management Company)

Murtaza Ahmed Ali Khwaja Asif Rehman Syed Feisal Al
Chef Execulive Chairman Direclor




As at June 30, 2015

No.of Certificate Holding

Certificate holders From To 1

78 | - 100 1,060

45 101 500 1/,766

45 501 = 1000 36,165

108 1000 - 5000 289,790

35 5001 - 10000 244,283

13 10007 - 15000 168,076

7 15001 - 20000 123,570

9 20001 - 25000 202,461

) 25001 - 30000 168,675

6 30001 - 35000 195,048

1 35001 - 40000 36,229

3 45001 - 50000 147,200

2 50001 - 55000 103,912

2 55001 - 60000 112,724

2 60001 - 65000 122,124

1 65001 - 70000 67,274

2 70001 - 75000 146,753

1 20001 - 95000 92,650

1 105001 - 110000 106,761

| 120001 - 125000 121,875

1 155001 - 160000 156,024

1 190001 - 195000 163,954

1 210001 - 215000 210,900

2 360001 2 365000 723,287

1 375001 s 380000 376,800

I 1495001 1500000 1,500,000

1 2390001 - 2395000 2,391,796

2 3735001 - 37240000 6,480,000

1 9995001 - 10000000 10,000,000

1 29245001 - 29250000 29,250,000

1 44285001 - 44290000 44,288,677

1 48170001 - 48175000 48,173,466

146,250,000

Categories of Certificateholders Number Certificate Held
Individuals 373 11,748,577 8.03%
Joint Stock Companies* 5 102,854,034 70.33%
Modarabe / Modarcbo Managemen:

Company™™ 2 29,253,600 20.00%
Employees Provident Fund**” ? 2,393,789 1.64%
Total 382 146,250,000 100.00%

* Includes Allied Engineering Mancgement Company (Pv) Ltd. [ 29,250,000 certificates)

* Includes Allied Engineering & Sevices (Pvt] Lid. (54,288,677 certificates)

*** Includes Allied Engineering & Services [Pv) Ltd. - Employees Provident Fund (2,391,796 certificates)
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As at June 30, 2015

Additional Information
Categories of Certificateholders

Associated Companies

Allied Engineering & Services Limited

Allied Engineering Management
Company (Pwv) Limited

Allied Engineering & Services Limited -
Employees Provident Fund

Directors,CEQ & their Spouses & Minor Children
1.Mr.Murtoza Ahmed Ali

2 Syed Feisal Ali
3.Mr.Ali Akbar
4.Mr.Raees A. Khan

5.Mr.Hassan Shohzad Abidi
6. Abdul Rahim Suriya

Executives

Employees Provident Fund

Modarcba

Mutual Fund & Others

Certificateholders holding five percent or
more certificates in the Modaraba
Magenta International Limited

General Public

Number

— o — — i

—

Certificate Held

54,288,677 [

29,250,000 |
2,391,796
85,930,473

360,287
1,500,000
61,124
390,000

4,870
30,750 |
2,347,031

258,324

1,993
3,600
391,891

48,173,466
2,143,222

146,250,000

37.12%
20.00%

1.64%
58.76%

1.60%
0.18%
0.01%

0.01%
0.27%

32.94%

6.25%

100.00%
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| / We
of

being a member of Allied Rentel Moderaba and holder of

Register Folio No.

hereby appoint

ol

and / or COC Participant ID Neo.

Certificates as per Certificate

and Sub Account No.

or failing him / her of

As my proxy to vote for me and on my behalf at the 8th Annual Review Meeting of the Modaraba to be held on
3151 day of October 2014 and ot any adjournment there of.

Signied this

WITNESSES:

1

Signature:

day of

Name:

Acldress:

CNIC / or:

Passport No.:

Signature:

Name:

Address:

CNIC [ or:

Passport No.:

2015

Revenue

Signalure Stamp
Rs. 5 /-

(Signature should agree with specimen
signature regisiered with the Modaraba)

Note: Proxies in order o be effective must be received by the Modaraba not less than 48 hours before the meeting.
A proxy must be ¢ member of the Modaraba., CDC Certificate holders and their proxies are each requested to
submil altested photocopy of their Computerized National Identity Card or Passpart with this proxy form.
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