
 
 

 
 
 
 
DIRECTORS’ REPORT 
For the period ended March 31, 2023 
 
The Board of Directors of Allied Engineering Management Company (Private) Limited, the Management Company 
of Allied Rental Modaraba, is pleased to present to its certificate holders the Directors’ Report together with un-
audited accounts of the Modaraba for the Nine months’ period ended March 31, 2023. 
 

Financial Highlights 
            Rs in ‘000 
 
Gross Revenue from operations                   4,243,672 
 
Net Revenue after Provincial Sales Tax        3,806,606 
 
Net Profit for the period            504,055 
   
Net profit margin               13.24% 
 
Earning per certificate            Rs.  2.29 
  
 
 

Review of Operations 
 
Despite the challenging economic environment, we are proud to report that the Modaraba has performed well 
during this period. Our strong financial performance reflects our ability to weather the storm and emerge as a 
resilient organization. The period under review was marked by significant economic instability and market 
volatility. Inflation, currency fluctuations, and other macroeconomic indicators posed significant challenges for 
businesses operating in Pakistan. Nevertheless, Allied Rental Modaraba was able to navigate these challenges and 
achieve positive results and net sales for the Nine Months ended March 2023 appreciated by 15% from the 
corresponding period to close at Rs. 3,807 million. 
 
Revenue from Power Generation segment maintained its growth trend, all sub-segments of power equipment’s 
performed as per the benchmark set for the period. We have been able to leverage our experience in power 
rental to provide reliable and cost-effective power solutions to our customers. Our gas power rental segment 
also performed as per benchmarks despite critical challenges due to availability of gas to captive power units, we 
have appropriate fleet of power generators to meet the increasing demand from our customers, the modaraba 
is continuously investing in new and improved generators as replacements of our old generators. 
 
Sales from our Outbound Logistics segment also showed upward trend and increased by 48% in line with the 
increase in fuel prices. However, the business is full of challenges due to competitive pricing from unorganized 



 
 

sector, non-implementation of regulatory regime on Motorways and highways for Axel Load Compliance 
resulting in the menace of Overloading and non-availability of skilled and reliable manpower.  
  
Sales from our Machines and Cranes and MHE segment also showed improvement by increasing 5% as compared 
to corresponding period last year. However, we are aware that the overall outlook for the industry is not as 
positive, due to factors such as reduced government spending on infrastructure projects and a slowdown in the 
real estate sector. Despite these challenges, we have continued to focus on delivering high-quality services to 
our customers and maintaining our position as a leading player in the industry. We are also implementing cost 
management measures and increased operational efficiency to ensure that we remain competitive in the market. 
 
The operating expense for the period increased by 20.5% to Rs. 2.719 Million for the period which is approximately 
in line with increase in Sales, main increase is noted in Fleet vehicle Running cost and Vehicle running cost which 
increased by 65% due to increase in fuel prices as compared to last year. Similarly, administrative and distribution 
expenses increased by 16.3% compared to corresponding period last year which is in line with increase in sales. 
Markup costs went up by 36% in the current period, mainly on account of increase in KIBOR Base rate. 
 
As the tax exemption available to Modaraba has been withdrawn, a tax charge of Rs. 228 Million have been 
booked in the Profit and loss account. This includes Rs. 192 Million as Current Tax for the year and Rs. 36 Million 
for deferred tax liability arising due to timing differences. 
 

Restructuring of the Modaraba 
As mentioned in previous annual and quarterly reports pursuant to withdrawal of the Tax Exemption on 
Modarabas from July 1, 2021, the Board in its meeting held on September 7, 2021 re-analyzed the strategy of 
continuing to operate the business under the legal structure of a Modaraba. It was discussed at the Board Meeting 
and the Board advised the Management to explore the opportunities of conversion of the Modaraba to two 
Private Limited entities to reduce the burden of regulatory compliance and accordingly reduce the cost of doing 
business, during the Financial year 2022, the draft scheme of arrangement was finalized and submitted to the 
SECP - Registrar Modarabas for its approval. The SECP vide a letter no. SC/M/PRDD/Allied/2022-RS 49 / 134 dated 
June 23, 2022 has issued a no objection certificate (NOC) on the scheme of arrangement. The draft Scheme was 
also approved by Competition Commission of Pakistan – CCP on August 1, 2022. 
 
Upon successfully obtaining NOCs from all the creditors, the Modaraba have filed the petition with the Honorable 
Sindh High Court in the Month of October 2022, the first hearing at the Honorable Sindh High Court on the Petition 
was held on October 19, 2022, whereby, the petition was admitted and court instructed to issue notices to the 
petitioners and publication of the scheme in the official gazette thereafter, separate meeting of members of all 
the petitioners were held on November 25, 2022 whereby, the scheme was approved unanimously. Minutes of 
the meeting of the members were also submitted to the SHC subsequently within 7 days of the meeting. The 
Modaraba management company expects to get approval from the Sindh High Court, before June 30, 2023. 
 
Going Concern Assumption of the Modaraba - Consequent to the above proposed resolution by the Board of 
Directors of the Modaraba Management Company, the Modaraba is no longer considered to be a going concern 
as the business of the Modaraba will in its entirety be transferred to two separate entities. The management 
intends to carry out transfer of assets and liabilities at the carrying values of assets and liabilities appearing in the 
books of Modaraba at the date of transfer subject to the approval of the relevant authorities. 
 
We would like to highlight that no adjustments have been made in the carrying value of assets and liabilities held 
by the Modaraba and the classifications of balances between long-term and short-term have not been adjusted 



 
 

as the transaction is at the preliminary stage, subject to the final approval of High Court of Sindh and the 
businesses and balances will be transferred on going concern basis at the carrying values. 
 
Further, since more than 90 percent of the certificates are held by the associates and the group companies by 
virtue of which this transaction will be considered as a transaction under common control and will be accounted 
for as predecessor accounting in accordance with the requirements of “Accounting for Common Control 
Transactions” standard (which specifies the accounting for common control transactions) issued by the Securities 
and Exchange Commission of Pakistan (SECP).  The management believes that in cases where there is insignificant 
non-controlling interest, the receiving entity will be carrying out predecessor accounting whereby assets and 
liabilities appearing in the books of Modaraba will be transferred at the same values on the date of transfer. 
Therefore, there is no potential impact that requires adjustment to the carrying values and classification of assets 
and liabilities currently being carried in the books of the Modaraba as at the reporting date as a result of Modaraba 
no longer being a going concern. 
 
We are confident in the future prospects of Allied Rental Modaraba. We have a solid foundation of operational 
excellence, strong customer relationships, and a culture of innovation. We are committed to continuing to invest 
in our business and drive growth. Our strategy for the future includes expanding our Rental fleet, investing in 
other horizontally integrated business ideas, and strengthening our risk management practices. 
 
We remain confident in our ability to create value for our stakeholders and look forward to the future with 
optimism, also ensuring in the process that we always follow the Islamic Shariah principles in all our business 
transactions.  
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