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7 HEAD OFFICE: C-27, Plot # F-24, Block-9, Clifton, Karachi - Pakistan.
[E Tel: (021) 35371441-3 Fax: (021) 35371444 E-mail: info@sangharsugarmills.com

Ref: SSML/CS/18122901 ‘ December 29, 2018

The General Manager

Pakistan Stock Exchange Limited
Stock Exchange Building

Stock Exchange Road

Karachi.

Subject: Financial Results for the year ended September 30, 2018

Dear Sir,

We have to inform you that the Board of Directors of our Company in their meeting held on
Saturday December 29, 2018 at 11:30 a.m. at the registered office: C-27, Plot No. 24, Block-9,
Clifton, Karachi, approved the Annual Audited Financial Statements of the Company for the
year ended September 30, 2018 and recommended the following.

« CASH DIVIDEND / BONUS SHARES / RIGHT SHARES / ANY OTHER
ENTITLEMENT

Board of Directors has recommended “Nil” for the year ended September 30, 2018.
« FINANCIAL T
Financial Results are annexed and Independent Auditors’ Report is also annexed.

The Annual General Meeting (AGM) of Sanghar Sugar Mills Limited will be held on Saturday
January 26, 2019 at 11:00 a.m. at Haji Abdullah Muslim Gymkhana - Old Lobby (Muslim
Gymkhana), Near Shaheen Complex, Aiwan-e-Saddar Road, Saddar Town, Karachi.

The Share Transfer Books of the Company will be closed from 18-01-2019 to 26-01-2019 (both
days inclusive). The transfer received at the Company’s Share Registrar M/s Hameed Majeed
Associates (Pvt) Limited, Karachi Chamber, Hasrat Mohani Road, Karachi at the close of
business on 17-01-2019 will be treated in time for attending the AGM.

The Annual Report of the Company will be transmitted through PUCARS atleast 21 days before
holding of Annual General Meeting.
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A sanghar Sugar Mills Limited

The Financial Results of the Company are as follows:

SANGHAR SUGAR MILLS LIMITED
STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED SEPTEMBER 30, 2018

September 30 September 30

2018 2017
=== (Rupees in '000) -----

Sales 3,405,535 2,583,232
Cost of sales 3,307,015 2,653,892
Gross Profit / (Loss) 98,520 (70,660)
Profit from trading activities 3,553 -

102,073 (70,660)
Distribution cost 41,879 796
Administrative cost 90,971 84,937
Other operating cost 7,812 11,622

140,662 97,355
Operating Loss (38,589) (168,015)
Other income 185,391 2,617

146,802 (165,398)
Finance cost 121,934 94,280
Profit / (Loss) before taxation 24,868 (259,678)
Taxation 5,442 27,426
Profit / (Loss) after taxation 19,426 (287,104)
Earning / (Loss) per share - Basic " 468 (24.03)
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2 KRESTON
HYDER BHIMJI & CO.

CHARTERED ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF SANGHAR SUGAR MILLS LIMITED
Report on the Audit of the Financial Statements

Opinion

We have audited the annexed financial statements of Sanghar Sugar Mills Limited, (“the Company”) which
comprise the statement of financial position as at September 30, 2018, and the statement of profit or loss,
the statement of comprehensive income, the statement of changes in equity, the statement of cash flows
for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies and other explanatory information, and we state that we have obtained all the
information and explanations which, to the best of our knowledge and belief, were necessary for the
purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the
statement of financial position, the statement of profit or loss, the statement of comprehensive income, the
statement of changes in equity and the statement of cash flows together with the notes forming part
thereof conform with the accounting and reporting standards as applicable in Pakistan and give the
information required by the Companies Act, 2017 (XIX of 2017), in the manner so required and respectively
give a true and fair view of the state of the Company's affairs as at September 30, 2018 and of the profit,
comprehensive income, the changes in equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as applicable in
Pakistan. Our responsibilities under those standards are further described in the Auditor’'s Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants as adopted by the Institute of Chartered Accountants of Pakistan (“the Code”) and we haye
fulfilled our other ethical responsibilities in accordance with the Code. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter

We draw ‘éttention to Note 26.1.4 of the annexed financial statements, which describes the uncertainty
related to the outcome of legal matters related to minimum sugar cane price and other matters. Our
opinion is not qualified in respect of this matter.

lf.n
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KRESTON
HYDER BHIMJI & CO.

CHARTERED ACCOUNTANTS

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the financial statements of the current year. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matter. Following are the Key audit matters:

S.N.

Key audit matter

How the matter was addressed in our audit

Property, Plant and Equipment

During the year the Company has added
machineries to its manufacturing facilities
which commenced commercial production
during the year. The Company has also
carried out revaluation of certain items of
property, plant and equipment which
carried at revalued amount as per
accounting policy.

These were considered as key audit matter
due to their financial significance and
impact on the financial position of the
Company as well there are a number of
areas where significant management’s
estimates and judgments are involved in
this respect including:

* Determining costs that should be
capitalized in accordance with
criteria specified in International
Accounting  Standard - 16,
‘Property, Plant and Equipment’;

« Determining the date on which
assets were available for intended
use and the respective dates from
which their depreciation should

+ commence; and

* The estimation of economic useful
lives and residual values assigned
to property, plant and equipment.

* Determining the fair value of items
of property, plant and equipment
carried under revaluation model
and accounting for the revaluation

Our audit procedures included the following:

e Examining, on sample basis, vendors’
agreements, invoices and payments made
for acquisition, installations of the
operating assets capitalized during the year
in order to assess the nature, occurrence
and volume of the costs.

e Evaluating whether the cost accumulated
meets the criteria for capitalization in
accordance with IAS-16 “Property, Plant
and Equipment” and whether the cost has
been accumulated completely and
accurately.

e Ensuring that addition in property plant and
equipment has been made in accordance
with the capitalization policy and reviewing
completion certificate / progress reports in
order to confirm the date of capitalization
and commencement of deprecation.

e Evaluating the management’s estimation of
economic useful lives, residual values by
considering our knowledge of the business
and practices adopted in the local
industries.

e Ensuring that, in case of revaluation, the
entire class of assets has been revalued and
revaluation is properly accounted for in the
financial statements.

e Obtaining revaluation report and evaluating
reasonableness of the fair values.
Performing procedures for evaluation of
the competence, capabilities and objectivity
of expert, obtaining understanding of the
work of expert and evaluation of

Werseo
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CHARTERED ACCOUNTANTS

surplus in the financial statements.

appropriateness of using that expert’s work
as audit evidence for the relevant assertion.

e In addition performed other relevant audit
procedures including assessing whether the
adequate disclosures have been made in
the accompanying financial statements.

Contingencies

The Company is under litigations in respect
of various matters related to sugar price
fixation and other sugar industry matters
and other miscellaneous claims in respect
of the assets/ payables of the Company as
disclosed in note 26 of the annexed
financial statements. These contingencies
require management’s judgments and
estimates in relation to the interpretation
of relevant laws, notifications and
regulations and the recognition and
measurement of any provisions that may
be required against such contingencies.
Due to inherent uncertainties and the time
period such matters may take to resolve,
the management judgments and estimates
in relation to such contingencies may be
complex and can significantly impact the
annexed financial statements. Accordingly
these are considered as key audit matter.

+

Our audit procedures included the following:

e Assessing management’'s processes to
identify new possible litigations, obligations
and changes in existing obligations through
inquiries from management and review of
the minutes of meetings of the Board of
Directors and Audit Committee.

e Review of the relevant information
including case proceedings, related industry
information and correspondences in
respect of the ongoing litigations.

e Obtaining confirmation from the legal
counsel of the Company to evaluate the
status of the pending litigations and view
point of the Company’s legal counsel
thereon.

e Examining legal and professional expenses
to confirm that all pending legal matters
are identified and disclosed.

e Re-computing the amounts of obligations
and recorded liabilities based on available
underlying information and confronted
parameters.

e Assessing the appropriateness of the
related disclosures made in the
accompanying financial statements in light
of 1AS-37 “Provisions and Contingencies”.

Companies Act, 2017

The Companies Act, 2017 (the Act) has
become effective for preparation of the
Company’s annual financial statements for
the year ended 30 September 2018.

Our audit procedures in this respect included the
following:
e Obtaining an understanding of the
provisions of the Act and its fourth
schedule applicable to the Company.

Mo
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The Act forms an integral part of the
statutory financial reporting framework as
applicable to the Company and its fourth
schedule amongst others, prescribes the
nature and content of disclosures in
relation to various items of the financial
statements.

In view of first time application, the
extensive impacts in the financial
statements and also because failure to
comply with the requirements of the Act,

Discussing the applicable changes with the
Company’s management, evaluating their
view point with respect to applicable
provisions of the Act.

Testing on sample basis the supporting
documents and underlying information
used for the disclosures required by the Act
and ensuring their appropriateness.
Ensuring that all material disclosures as
required by the Act have been made in the
financial statements and evaluating the
internal consistency of such disclosures

could have financial and reputational
impacts leading to regulatory actions,
therefore same is considered as a key audit
matter.

with other elements of the financial
statements. :

Information Other than the Financial Statements and Auditor’s Report thereon

Management is responsible for the other information. The other information comprises the information

included in the Annual report of the Company, but does not include the financial statements and our
auditors’ report thereon.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the finangial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Board of Directors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the accounting and reporting standards as applicable in Pakistan and the requirements of
Companies Act, 2017 and for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going

Jee
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concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Board of directors is responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs as applicable in Pakistan will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with ISAs as applicable in Pakistan, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosures dre
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

Wz
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. Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation. .

We communicate with the board of directors regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide the board of directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters
that may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the board of directors, we determine those matters that were of
most significance in the audit of the financial statements of the current year and are therefore the key audit
matters. We describe these matters in our auditor's report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so would reasonablv‘ be
expected to outweigh the public interest benefits of such communication. '

Report on Other Legal and Regulatory Requirements

Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by the Company as required by the Companies Act, 2017
(XIX of 2017);
b) the statement of financial position, the statement of profit or loss, the statement of comprehensive

income, the statement of changes in equity and the statement of cash flows together with the notes
thereon have been drawn up in conformity with the Companies Act, 2017 (XIX of 2017) and are in
agreement with the books of account and returns;

c) investments made, expenditure incurred and guarantees extended during the year were for the
purpose of the Company’s business; and

d) in our opinion, no Zakat was deductible at source under Zakat and Ushr Ordinance, 1980(XVIII of
1980).

The engagement partner on the audit resulting in this independent auditor’s report is Fahad Ali Shaikh.

Chartered Accountants
Karachi
Dated:
727
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