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CHIEF EXECUTIVE REVIEW 
FOR THE HALF YEAR ENDED MARCH 31, 2021 

Dear Shareholders, 
 
By the grace of Almighty Allah, on behalf of the Board of Directors, I present a brief review of the performance of your 

Company for the Half year ended March 31, 2021, which have been reviewed by the External Auditors. 

 
Financial results are summarized as follows:         

 Mar-2021  Mar-2020 

 Rs. '000  Rs. '000 

Local Sale 2,620,594  2,135,049 

Export sale -  622,065 

Gross sales 2,620,594  2,757,114 

Loss before taxation (172,069)  (217,525) 

Share of profit / (Loss) from Associate-net 77,002  (9,165) 

Loss before taxation (95,067)  (226,691) 

Less: Taxation (55,824)  91,905 

Loss after Taxation (150,891)  (134,786) 

Loss per Share (6.03)  (5.39) 

 
Gross sales declined by 5% mainly due to low sales volume as compared to the same corresponding period of last 

year despite of increase in selling price. Selling price of sugar was continuously on downward trend in the beginning 

of the season and was expected to be settled between Rs. 67 – 70 per kg due to government effort to keep prices low 

and allowing import of sugar sales tax free to traders and TCP. FSML made sugar sale contracts to maintain its cash 

flows and minimize financing cost based on its  judgment of the market but the international markets firmed up and 

local sugar prices very early into the season surprisingly took a sharp turn on the higher side due to persistent high 

prices of cane due to supply and demand gap. The profitability of sugar sector is driven mainly by the margin between 

cane price and refined sugar selling price, and due to our initial sale forecast and strategy we have sustained losses. 

Finance cost decreased by 24% to Rs. 101.828 million from Rs. 133.7 million. Administrative expenses remained 

almost at same level of corresponding period of previous year. However, selling and distribution expenses increased 

by Rs. 14 million due to transportation expenses. Unicol Limited profitability dropped due to increase in raw material 

cost- Molasses and it is not expected same huge profit as reported in the last two years. Uni-food reported loss, but 

rigorous efforts are being made to establish a nationwide distribution network & a brand image and add new products 

to achieve better in sale volume and to reduce cost. 

 
Operational Performance: 
 
The crushing season 2020-21 began in the early month of November, 2020 to overcome shortage of sugar in the 

country, but mostly mills of Sindh Zone closed at the end of February 2021 due to short crop. Growers demanded 

very extremely high price and millers were forced to pay very exorbitant rate to run their mill at optimal capacity 

which ultimately resulted hefty cost of refined sugar.  

 

As per data reported PSMA, Sugar production of the country for the season 2020-21 was reported to 5.7 million 

metric tons against earlier estimation of 5.2 metric tons, up by 19% from 4.8 million metric tons produced in previous 

season 2019-20. The mills operating in the Sindh zone crushed 15.510 million metric tons of sugar cane against 14.286 

million metric tons, up by 8.5% and produced 1.556 million metric tons of sugar with average recovery of 10.03% 

against 1.459 million metric tons produced in 2019-20, down by 6.4% with average recovery of 10.21%.  
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The comparative summarized operating result of your mills for complete season is as follows: 

 
  Season  2020-21 Season  2019-20 

Season commenced Date 23 - November – 2020 25 - November – 2019 

Season end Date 28 – Feb – 2021 08 – March - 2020 

Duration of Operation Days 98 105 

Sugar-cane Crushed Metric tons  601,717 601,936 

Sugar Production Metric tons 63,691 65,739 

Recovery % 10.585 10.900 

Minimum Support Price-Sindh Zone Per 40 kg 202 192 

 

The government administrative intervened to curb sugar price without understanding the economy of sugar industry 

and its root cause which badly disturb whole supply chain of sugar Industry of the country. It is not be possible for all 

the mills to produce sugar at the same cost and offer the same rate due to various factors such as economies of scale, 

labor, equipment productivity and access to crop vary between various mills. The Competition Commission of 

Pakistan (CCP) issued a "Policy Note" cautioned that the price controls could provide temporarily relief to the poor 

rather encourage hoarding by suppliers or impulsive buying by consumers and likely benefit to the industrial 

consumers, recommending that instead of fixing the sugar price, the government should deregulate the sugar 

industry to promote free trade mechanisms where price signals can be effectively conveyed to all stakeholders to 

attract investment, increase competitiveness, and reduce distortions in local supply.  

 

FBR initiated to implement Video Analytical System (VAS) for electronic monitoring sugar production in real time in 

order to keep surveillance to confirm actual production and stock position of all sugar mills of the country. Faran 

strongly supported it has extended its full cooperation and successfully installed VAS system which will be fully 

operated in season 2021-22.  

 

The Company has been extended a long term financing of Rs.700 million under Temporary Economic Refinance 

Facility (TERF), concessional financing scheme of SBP, for various cost saving projects which are under construction. 

 

Now the selling price of sugar is stable and is showing upward trend due to hefty cost of production of sugar,                  

we expect, Insha Allah, the bottom line to show better position at year-end. 

 

May Allah bestow the strength on us to continue our success, AMEEN! 

 
 
 
 
 
Karachi:                                                                                   Ahmed Ali Bawany   
May 28, 2021                                                                        Chief Executive 
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CONDENSE INTERIM STATEMENT OF FINANCIAL POSITION 
AS AT MARCH 31, 2021 

  Un-Audited  Audited 

  Mar 31, 2021  Sep 30,2020 
ASSETS Note -------------- Rupees -------------- 

     

Non-current assets     

Property, plant and equipment 3 1,925,138,451  1,884,930,704 

Long term investments 4 1,163,269,335  1,141,756,234 

Long term deposits  12,253,594  10,103,594 

  3,100,661,380  3,036,790,532 

Current assets     

Stores and spares  109,647,633  83,974,351 

Stock in trade 5 3,269,106,472  384,560,366 

Trade debts 6 296,758,564  183,347,585 

Short term investments  1,655,125  1,515,500 

Loans, advances, deposits and other receivables  717,672,702  676,746,090 

Taxation – net  56,842,941  35,958,571 

Cash and bank balances  297,698,721  160,261,980 

  4,749,382,158  1,526,364,443 

     

Total Assets  7,850,043,538  4,563,154,975 

     

EQUITY AND LIABILITIES     

     

Share capital and reserves     

Authorized capital        400,000,000          400,000,000  

Issued, subscribed and paid up capital        250,069,550          250,069,550  

     

Capital reserve     

Share premium  8,472,152  8,472,152 

Surplus on re-measurement of investment  946,971  1,134,849 

  9,419,123  9,607,001 

Revenue reserves     

General reserve  49,952,868  49,952,868 

Unappropriated profit  1,663,943,193  1,814,834,493 

  1,713,896,061  1,864,787,361 

  1,973,384,734  2,124,463,912 

Non-current liabilities     

Long term finance 7 124,508,308  126,928,993 

Deferred liabilities 8 415,009,576  395,522,111 

  539,517,884  522,451,104 

Current liabilities     

Trade and other payables  1,189,806,463  360,289,683 

Accrued mark up  56,389,550  30,444,548 

Current portion of long term finance  130,127,008  120,713,951 

Unclaimed dividend  10,823,899  10,825,556 

Short term finance -  secured 9 3,949,994,000  1,393,966,221 

  5,337,140,920  1,916,239,959 

Contingency and commitment 10    

Total equity and liabilities  7,850,043,538  4,563,154,975 

     
 
The annexed notes from 1 to 16 forms an integral part of these condensed interim financial statements. 
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CONDENSED INTERIM PROFIT AND LOSS ACCOUNT - (UN-AUDITED) 
FOR THE HALF YAER AND QUARTER ENDED MARCH 31, 2021 

 
   Six-month period ended    Quarter ended  

 Mar-31, 2021    Mar-31, 2020    Mar-31, 2021    Mar-31, 2020  

 Note  –––––––––––––––––––––––– Rupees ––––––––––––––––––––––––  

         

Sales revenue - net 11       2,333,758,227         2,512,291,678         1,305,960,557             994,420,883  

 
        

Cost of sales 12     (2,299,835,439)      (2,505,525,365)      (1,311,800,981)      (1,071,203,711) 

         

Gross profit / (loss)              33,922,788                  6,766,313               (5,840,424)            (76,782,828) 

         

Administrative expenses            (84,192,273)            (82,566,913)            (44,427,629)            (44,038,715) 

Selling and distribution costs            (30,043,962)            (14,082,404)            (26,203,345)              (8,324,514) 

          (114,236,235)            (96,649,317)            (70,630,974)            (52,363,229) 

         

Operating loss            (80,313,447)            (89,883,004)            (76,471,398)   (129,146,057) 

         

Other income              10,313,170               12,642,290                  6,981,192                  6,826,014  

Other expenses                  (240,381)              (6,544,992)                    (85,092)              (2,639,183) 

              10,072,789                  6,097,298                  6,896,100                  4,186,831  

         

            (70,240,658)            (83,785,706)            (69,575,298)   (124,959,226) 

         

Finance costs          (101,828,353)          (133,739,633)            (74,666,913)            (94,159,298) 

          (172,069,011)  (217,525,339)   (144,242,211)   (219,118,524) 

         

Share of profit or loss of 

associates - net  
            77,001,814               (9,165,495)            (17,676,841)            (67,857,162) 

         

Loss before taxation            (95,067,197)   (226,690,834)   (161,919,052)   (286,975,686) 

         

Taxation 13           (55,824,102)              91,904,689             (40,371,257)            111,785,451  

         

Loss after taxation          (150,891,299)   (134,786,145)   (202,290,309)   (175,190,235) 

         

Loss per share - basic and 

diluted  
(6.03)  (5.39)  (8.09)  (7.01) 

 
The annexed notes from 1 to 16 forms an integral part of these condensed interim financial statements. 
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STATEMENT OF COMPREHENSIVE INCOME - (UN-AUDITED) 
FOR THE HALF YEAR ENDED MARCH 31, 2021  

 
 

  Six-month period ended    Quarter ended  

  Mar-31, 2021    Mar-31, 2020    Mar-31, 2021    Mar-31, 2020  

  –––––-------------––––––––––––– Rupees –––––––––––––––––-------–  

Loss after taxation         (150,891,299)          (134,786,145)          (202,290,309)          (175,190,235) 

        

Other comprehensive loss        

        

Items that will not be reclassified 

subsequently to profit or loss:        

        

Decrease in fair value of the 

investment in certificates of B.F. 

Modaraba                  (187,878)                   (281,818)               (1,221,211)                   (563,636) 

        

Total comprehensive loss for the 

period 
(151,079,177)  (135,067,963)  (203,511,520)  (175,753,871) 

 
The annexed notes from 1 to 16 forms an integral part of these condensed interim financial statements. 
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CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY – (UN-AUDITED) 
FOR THE HALF YEAR ENDED MARCH 31, 2021 

 
 

Issued, 
subscribed 
and paid up 

capital 

Capital reserves Revenue Reserve 

Total 
 

Share 

premium 

Surplus on re-
measurement 

of  
investment 

General 

reserve 

Unappropriated 

profits 

 ----------------------------------------------- Rupees ------------------------------------------------ 
       

Balance as at September 01, 2019 
(audited) 

250,069,550 8,472,152 477,273 49,952,868 2,011,158,584 2,320,130,427 

       
Total comprehensive income for the       

Half year ended March 31, 2020       

       

- Loss after taxation - - - -       (134,786,145)  (134,786,145)  

- Other comprehensive loss - - (281,818)  - -          (281,818)  

 - - (281,818)  -       (134,786,145)  (135,067,963) 
       
Transactions with owners       

Dividend paid @ Re. 1 per share  - - - - (25,006,955) (25,006,955) 
       

Balance as at March 31, 2020 (Un-
audited) 

250,069,550 8,472,152 195,455 49,952,868 1,851,365,484 2,160,055,509 

       
       
Balance as at September 01, 2020 
(audited)  

250,069,550 8,472,152 1,134,849 49,952,868 1,814,834,493 2,124,463,912 

       
Total comprehensive income for the       

Half year ended March 31, 2021       

       

- Loss after taxation - - - - (150,891,299) (150,891,299) 

- Other comprehensive loss - - (187,878) - - (187,878) 

 - - (187,878) - (150,891,299) (151,079,177) 

       

       

Balance as at March 31, 2021 (Un-
audited) 

250,069,550 8,472,152 946,971 49,952,868 1,663,943,194 1,973,384,734 

       

The annexed notes from 1 to 16 forms an integral part of these condensed interim financial statements. 
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CONDENSED INTERIM STATEMENT OF CASHFLOWS (UN-AUDITED) 
FOR THE HALF YEAR ENDED MARCH 31, 2021 
       
   March 31, 2021    March 31, 2020  

  -------------- Rupees -------------- 
CASH FLOWS FROM OPERATING ACTIVITIES     

     
Loss before taxation  (95,067,197)  (226,690,834) 
     
Adjustments for:     

Depreciation  52,309,383  51,739,965 
Share in profit or loss of associates – net  (77,001,814)  9,165,495 
Dividend income  (12,500)  (1,220,000) 

Provision for market fees  589,582  703,951 
Gain on disposal of property, plant and equipment  (38,277)  (434,293) 
Amortization of deferred government grant  (2,618,807)  -    
Finance costs  101,828,353  131,739,633 

(Gain) / Loss on re-measurement of investments carried at fair value  (139,624)  864,007 

  74,916,296  194,558,758 

  (20,150,901)  (32,132,077) 
Working capital changes     

(Increase) / decrease in current assets     

Stores and spares  (25,673,282)  (50,074,356) 

Stock in trade  (2,884,546,106)  (2,016,528,147) 
Trade debts  (113,410,979)  7,797,213 
Loans, advances, deposits and other receivables  (40,926,612)  100,675,231 

 

Increase / (decrease) in current liabilities 

    

Trade and other payables  830,734,960  (101,369,712) 

  (2,233,822,019)  (2,059,499,771) 

Cash used in operations  (2,253,972,920)  (2,091,631,848) 

     
Contribution paid to Workers' Profit Participation Fund  (1,218,180)  (296,463) 

Market committee fee paid  (589,582)  - 
Taxes paid  (72,844,302)  (40,346,861) 

Finance cost paid  (71,846,679)  (104,789,873) 

Net cash used in operating activities  (2,400,471,663)  (2,237,065,044) 

     
CASH FLOWS FROM INVESTING ACTIVITIES     
     

Additions to property, plant and equipment  (92,542,354)  (74,861,258) 

Investment made in quoted equity securities  -  (1,922,991) 
Investment made in associate  (57,199,160)  (84,308,100) 
Proceeds from sale of property, plant and equipment  63,500  2,753,481 

Dividend received  112,512,493  101,219,995 
Long term deposits - net  (2,150,000)  5,035,098 

Net cash used in investing activities  (39,315,521)  (52,083,775) 
     

CASH FLOWS FROM FINANCING ACTIVITIES     
     

Dividend paid  (1,657)  (24,270,763) 
Loan from Director  -     30,000,000 

Long term loans obtained  81,473,185  - 
Long term loans repaid  (60,275,382)  (41,306,804) 

Short term finance - net  2,556,027,779  2,321,539,656 

Net cash used in financing activities  2,577,223,925  2,285,962,089 
     

Net increase / (decrease) in cash and cash equivalents  137,436,741  (3,186,730) 

     
Cash and cash equivalents at the beginning of the year  160,261,980  395,616,672 
     

Cash and cash equivalents at the end of the year  297,698,721  392,429,942 

     

The annexed notes from 1 to 16 forms an integral part of these condensed interim financial statements. 
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION (UN-AUDITED) 
FOR THE HALF YEAR ENDED MARCH 31, 2021 

 
 
 

1 STATUS AND NATURE OF BUSINESS 
  

1.1 Brief profile of the Company 

 

Faran Sugar Mills Limited ('the Company') was incorporated in Pakistan on November 03, 1981 as a public limited 
company under the repealed Companies Act, 1913 (repealed with the enactment of the Companies Ordinance, 1984 on 
October 8, 1984 and subsequently by Companies Act, 2017 on May 30, 2017). The shares of the Company are listed on 
the Pakistan Stock Exchange (PSX). The principal business of the Company is the production and sale of white crystalline 
sugar. 

  

 

Head office: The registered office of the Company is situated at Bungalow No.43-1-E (B), P.E.C.H.S., Block 6, Off Razi 
Road, Shahrah e Faisal, Karachi.  

  
 Mill: The mill of the Company is located at Sheikh Bhirkio, District Tando Mohammad Khan, Sindh. 
  

1.2 SEASONALITY OF OPERATIONS 
  

 

Due to the seasonal availability of sugarcane, operating results are expected to fluctuate in the second half of the year. 
Each year, the crushing season starts from the month of November and lasts till month of March / April. During the 
period, the Company has obtained and availed various Islamic financing facilities from different Islamic banks to meet 
the working capital requirement (refer note 11). 

  
2 BASIS OF PREPARATION 

2.1 
 
Statement of compliance 

  

 

These condensed interim financial statements have been prepared in accordance with the accounting and reporting 
standards as applicable in Pakistan for interim financial reporting. The accounting and reporting standards as applicable 
in Pakistan comprise of: 

  

 
 International Accounting Standard (IAS) 34, 'Interim Financial Reporting', issued by the International Accounting 

Standards Board (IASB) as notified under the Companies Act, 2017; and 
  

  Provisions of, and directives issued under, the Companies Act, 2017 
  

 

Where the provisions of, and directives issued under, the Companies Act, 2017 differ with the requirements of IAS 34, 
the former have been followed. 

  

 

These condensed interim financial statements do not include all the information and disclosures required in the annual 
financial statements, and should be read in conjunction with Company's annual audited financial statements for the 
year ended September 30, 2020. 

  

2.2 Basis of measurement of items in these condensed interim financial statements 
  

 

All items in these condensed interim financial statements have been measured at their historical cost except for the 
following: 

  

 

a) Long term investments in unquoted ordinary shares of associates which are carried under the equity method of 
accounting; 

  

 

b) Long term investments in quoted equity securities of M/s. B.F. Modaraba which is carried at fair value through 
other comprehensive income; 

  

 c) Short term investments in ordinary shares of listed companies which are carried at fair value through profit or loss; 
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2.3 Functional and presentation currency 

  

 

Items included in these condensed interim financial statements are measured using the currency of the primary 
economic environment in which the Company operates. These financial statements are presented in Pak Rupees which 
is the Company’s functional and presentation currency. 

  
2.4 Judgments and sources of estimation uncertainty 

  

 

In preparing these condensed interim financial statements, the significant judgments made by management in applying 
the Company’s accounting policies and the key sources of estimation uncertainty were the same as those applied in the 
annual financial statements of the Company as at and for the year ended September 30, 2020. 

  
2.5 Significant accounting policies 

  

 

The significant accounting policies adopted in the preparation of these condensed interim financial statements are 
consistent with those applied in the preparation of the annual audited financial statements of the Company for the year 
ended September 30, 2020. 

  
    Un-Audited    Audited  
    Mar 31, 2021    Sep 30, 2020  

  Note  –––––––––– Rupees ––––––––––  
3 PROPERTY, PLANT AND EQUIPMENT     

      

 Operating Fixed Assets 3.1 1,764,878,539  1,815,891,679 

 Capital Work in Progress 3.2 160,259,912  69,039,025 

   1,925,138,451            1,884,930,704 

      

3.1 Operating Fixed Assets     
      
 Opening net book value  1,815,891,679           1,823,419,911 

 Additions during the period/year  1,321,467  99,870,826 

   1,817,213,146  1,923,290,737 

      

 Disposals during the period / year at NBV  (38,268)  (3,121,299) 

 Depreciation for the period / year  (52,296,339)  (104,277,759) 

   (52,334,607)  (107,399,058) 

   1,764,878,539  1,815,891,679 

      

3.2 Capital Work In Progress – Plant & Machinery      
  ---- (Rupees) ---- 

   
 Balance as at September 30, 2019 51,173,591 
 Additions during the year 17,865,434 
   

 Balance as at September 30, 2020 69,039,025 
 Additions during the period 91,220,887 
   

 Balance as at March 31, 2021 160,259,912 

  
      
      
   Un-Audited 

Mar 31, 2021 

 Audited  

  Sep 30, 2020 
4 LONG TERM INVESTMENTS Note –––––––––– Rupees –––––––––– 

      

 Investment in subsidiary  99,970  99,970 

 Investment in associates 4.1 1,158,472,395  1,136,771,415 

 Investment in certificates of B.F. Modaraba  4,696,970  4,884,849  

   1,163,269,335           1,141,756,234 

4.1 Investments in Associates      

 
 

 
Unquoted investments 

    

 M/s. Unicol Limited 4.1.1 1,112,438,480  1,076,576,140 

 M/s. Uni Energy Limited  20,147,998                 20,147,998 

 M/s. Uni Food Industries Limited 4.1.2 25,885,917  40,047,277 

   1,158,472,395  1,136,771,415 
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   Un-Audited 

Mar 31, 2021 
 Audited  

  Sep 30, 2020 

  Note –––––––––– Rupees –––––––––– 
      

4.1.1 Investment in M/s. Unicol Limited     
      

 Cost of investment: 10,499,998 shares of Rs.10/- each  104,999,980  104,999,980 

 Bonus shares issued: 39,500,000 shares  395,000,000  395,000,000 

   499,999,980  499,999,980 

 Accumulated share of profit:     

 Opening balance  576,576,160  676,987,144 

 Cash dividend received during the period / year  (112,499,993)  (274,999,984) 

 Share of profit for the period / year 4.1.1.1 148,362,333  174,589,000 

   612,438,500  576,576,160 

 Carrying amount as of the reporting date  1,112,438,480  1,076,576,140 

      

4.1.1.1 The share of profit of the associate for the period presented above is based on its un-audited financial statements for the period 
ended March 31, 2021. 

      
4.1.1.2 As of the reporting date, the Company held 33.33% (September 30, 2020: 33.33%) voting shares of UL. 

      
   Un-Audited 

Mar 31, 2021 
 Audited  

  Sep 30, 2020 
  Note –––––––––– Rupees –––––––––– 

4.1.2 Investment in M/s. Uni Food Industries Limited     
      
 Cost of investment: 49,882,520 shares of Rs. 10/ each 4.1.2.1 498,825,200  441,626,040 

 (September 30, 2020: 44,162,604 shares of Rs. 10/ each)     
      

 Accumulated share of (loss):     

 Opening balance  (401,578,763)  (267,914,189) 

 Share of loss for the period / year 4.1.2.2 (71,360,520)  (133,664,574) 

   (472,939,283)  (401,578,763) 

   25,885,917  40,047,277 

  
4.1.2.1 During the period ended March 31, 2021, UFIL issued 5,719,916 right shares to the Company against a cash consideration of Rs. 

57.199 million. From this right issue, UFIL will induct new line/expand existing line of production, expand distribution network 
across Pakistan to enhance market penetration and will initiate extensive marketing campaigns to establish brand image. Such 
investment was approved by the shareholders in the 39th Annual General Meeting of the Company held on February 24, 2021. 
Consequent to this investment, there is no change in the percentage shareholding of the Company in UFIL. 

      
4.1.2.2 The share of loss of the associate for the period presented above is based on its un-audited financial statements for the period 

ended March 31, 2021. 
      

4.1.2.3 As of the reporting date, the Company held 34.67% (September 30, 2020: 34.67%) voting shares of UFIL. 

      
   Un-Audited 

Mar 31, 2021 
 Audited  

  Sep 30, 2020 
   –––––––––– Rupees –––––––––– 

5. STOCK-IN-TRADE     
      
 Finished goods  3,265,330,597  381,647,677 

 Work in process  3,775,875  2,912,689 

   3,269,106,472  384,560,366 

  

5.1 As of the reporting date, the value of stock pledged against bank borrowings amounted to Rs. 2,600 million (September 30, 2020: 
Rs. 307.98 million). 

   Un-Audited 
Mar 31, 2021 

 Audited  
  Sep 30, 2020 

  Note –––––––––– Rupees –––––––––– 
      

6. TRADE DEBTS - unsecured, considered good     
      

 Local receivables 6.1 296,758,564  183,347,585 

      

6.1 These include an amount of Rs. 694,965 (September 30, 2020: Rs. 154,881) due from M/s. Unicol Limited, an associated concern. 
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   Un-Audited 

Mar 31, 2021 

 Audited  

  Sep 30, 2020 
  Note –––––––––– Rupees –––––––––– 

7. LONG TERM BORROWINGS FROM BANKING COMPANIES     
      

 Diminishing Musharaka financing  53,614,612  79,919,774 

 Financing for payment of wages and salaries  27,035,244  47,009,219 

 Financing under Islamic Temporary Economic Refinance  

Facility (ITERF) 

7.1 
43,858,452  - 

   124,508,308  126,928,993 

      

7.1 Financing under Islamic Temporary Economic Refinance  
Facility (ITERF) 

    

      
 Total amount borrowed  61,632,448  - 

 Less: Element of government grant recognized as  
deferred income 

 
(17,773,996)  - 

   43,858,452  - 

      

7.1.1 During the period, the Company obtained a long-term financing facility of Rs. 600 million from M/s. Faysal Bank Limited (FBL) under 

the SBP's Islamic Temporary Economic Refinance Facility (ITERF) notified vide IH & SMEFD Cicular No. 2 of 2020 dated March 17, 

2020. Up to the reporting date, the amount disbursed by FBL under the said facility amounted to Rs. 61.632 million. 

      

 The principal terms and conditions of the facility are as follows: 
      

 a) The applicable markup rate is 2.75% (i.e. SBP rate of 1% plus 1.75% spread); 

 b) The tenure of the facility is 10 years (including 2 years grace period ending in November 2023); and 
 c) The principal amount of the loan is to be repaid in 32 equal quarterly instalments commencing from December 2023. 
      
 Since the facility carries the markup rate of 2.75% which is well below the market interest rate of 8.6% (determined as 3-Month 

KIBOR as at the date of disbursement of the loan plus 1% spread), in accordance with a technical opinion issued by the Accounting 

Standards Board of the Institute of Chartered Accountants of Pakistan (ICAP) in November 2020, the financing is considered to 

contain an element of government grant as per the IAS 20 'Accounting for Government Grants and Disclosure of Government 

Assistance'. Accordingly, at initial recognition, the Company measured the loan liability at its fair value of Rs. 43.858 million 

(determined on a present value basis) and recognized the difference between the disbursement proceeds received from the bank 

and the said fair value, amounting to Rs. 17.774 million, as deferred government grant in the statement of financial position. 

Subsequently, a portion of this deferred grant shall be recognized as income in profit or loss in proportion to the recognition of 

interest cost on the outstanding loan balance (based on the effective interest rate method). 

      

   Un-Audited 
Mar 31, 2021 

 Audited  
  Sep 30, 2020 

  Note –––––––––– Rupees –––––––––– 
8. DEFERRED LIABILITIES     

      
 Deferred taxation – net 8.1 282,308,878  278,444,709 

 Sales tax payable  109,419,576  109,419,576 

 Provision for excise duty  7,005,677  7,005,677 

 Deferred government grant 8.2 16,275,445  652,149 

   415,009,576  395,522,111 

      
8.1 Deferred taxation - net     

      
 Deferred tax liability arising in respect of:     
 Property, plant and equipment  295,204,026  296,719,207 

 Investment in associates  91,865,775  86,486,424 

   387,069,801  383,205,632 

 Deferred tax asset arising in respect of:     

 Provision of slow moving stock  (3,418,939)  (3,418,939) 

 Unused tax losses 8.1.1 (101,341,984)  (101,341,984) 

   (104,760,923)  (104,760,923) 

   282,308,878  278,444,709 

      

8.1.1 The Company has recorded deferred tax asset on account of carry forward of business losses amounting to Rs. 101 million. 

Management is of the view that, future profits are foreseeable in the future to adjust the said deferred tax asset. 
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   Un-Audited 

Mar 31, 2021 
 Audited  

  Sep 30, 2020 

  Note –––––––––– Rupees –––––––––– 
8.2 Deferred government grant     

      
 Deferred government grant recognized in respect of:     

 Financing for payment of wages and salaries 8.2.1 739,224  652,149 

 Financing under ITERF 8.2.2 15,536,221  - 

   16,275,445  652,149 

      
8.2.1 Deferred government grant recognized in respect of                 

financing for payment of wages and salaries 

    

      
 Total deferred government grant  8,557,147  6,755,037 

 Less: Cumulative amount amortized to income up  

to the reporting date 
 (3,775,003)  (1,156,196) 

   4,782,144  5,598,841 

 Less: Current maturity shown under current liabilities  (4,042,920)  (4,946,692) 

   739,224  652,149 

      

8.2.2 Deferred government grant recognized in respect                                       
of financing under Islamic Temporary Economic Refinance      
Facility (ITERF) 

    

      
 Total deferred government grant  17,773,996  - 

 Less: Current maturity shown under current liabilities  (2,237,775)  - 

   15,536,221  - 

      

9. SHORT TERM FINANCE - secured     
      

 Istisna / Salam finance 9.1 3,949,994,000  1,393,966,221 

      

9.1 This represents the availed amount of Islamic finance facilities provided by various Islamic banks. As at the reporting date, the 

aggregate limit of these available finances amounted to Rs. 5,200 million (September 30, 2020: Rs. 4,700 million). These finances are 

secured against pledge of refined sugar and first pari passu charge on fixed assets of the Company including land, building and plant 

& machinery carrying profit at the rate of KIBOR + 0.5% to 1.00%  per annum (September 30, 2020: KIBOR + 0.50% to 1.00% per 

annum). 

      
10. CONTINGENCIES AND COMMITMENTS     

      
10.1 Contingencies     

      
10.1.1 During the half year ended March 31, 2021, the following development took place with respect to contingent liability related to 

income tax assessments (whereby the Commissioner Inland Revenue, had issued orders u/s 122(1) of identical nature relating to tax 

years 2015, 2017, 2018 and 2019, resulting in aggregate tax demand of Rs. 19.2 billion) as reported in Note 20.1 to audited financial 

statements of the Company for the year ended September 30, 2020: 

 

 The  Commissioner  Appeals  (Inland Revenue)  issued  orders  dated  April 9, 2021  relating  to  tax  year  2015,  and  March 31, 2021 

relating to tax years 2017 to 2019, u/s 129 of the Income Tax Ordinance, 2001, disposing off the appeals filed by the Company and 

upholding the decision of the Commissioner. The Company filed appeals u/s 131 of the Income Tax Ordinance, 2001, against the 

decision of Commissioner Appeals (Inland Revenue) before the Appellate Tribunal (Inland Revenue). The Appellate Tribunal issued 

separate orders dated April 21, 2021 related to tax year 2015, and April 12, 2021 related to tax years from 2017 to 2019, granting 

stay against the recovery proceedings for a period of 30 days, or decision of appeal, whichever is earlier. Thereafter, the Company 

applied for extension which has been granted for further 30 days. 

      
10.1.2 As of the reporting date, the status of the other contingent liability as disclosed in Note 20.1 to audited financial statements of the 

Company for the year ended September 30, 2020 remains the same. 

      
10.2 Commitments     

      
 Commitments in respect of corporate guarantee provided to Alternate Energy Development Board (AEDB) on behalf of Faran Power 

Limited amounted to Rs. 11.17 million (September 30, 2020: Rs. 11.17 million), and capital expenditure contracted for but not yet 

incurred amounted to Rs. 143.01 million approximately (September 30, 2020: Rs. 101.83 million). 
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   For the six-month period ended 
   Un-Audited 

Mar 31, 2021 

 Un-Audited 

Mar 31, 2020 
  Note –––––––––– Rupees –––––––––– 

11. SALES REVENUE – net     
      

 Sale of sugar – Export  -  622,065,469 

 Sale of sugar – Local  1,944,253,526  1,633,112,445 

   1,944,253,526  2,255,177,914 

      

 Sale of molasses  648,001,834  473,098,600 

 Sale of bagasse  30,121,866  27,942,092 

 Sale of electricity  -  895,324 

   678,123,700  501,936,016 

 Gross sales  2,622,377,226  2,757,113,930 

 Less: Sales tax and advance income tax  (288,618,999)  (244,822,252) 

   2,333,758,227  2,512,291,678 

      

12. COST OF SALES     

      

 Sugarcane consumed  4,808,916,863  4,030,025,802 

 Manufacturing expenses 12.1 375,464,682  368,374,890 

   5,184,381,545  4,398,400,692 

 Work in process stock – opening  2,912,689  8,332,717 

 Work in process stock – closing  (3,775,875)  (3,005,362) 

   (863,186)  5,327,354 

 Cost of goods manufactured  5,183,518,359  4,403,728,046 

      

 Finished goods stock  - opening  381,647,677  1,062,061,495 

 Sugar purchase  -  123,652,820 

 Finished goods stock  - closing  (3,265,330,597)  (3,083,916,996) 

   (2,883,682,920)  (1,898,202,681) 

      

   2,299,835,439  2,505,525,365 

      
12.1 Manufacturing expenses     

      
 Salaries, wages and other benefits        167,872,855          175,663,425  
 Stores and spares consumed          88,005,900            64,677,394  
 Depreciation           38,820,090            39,008,583  

 Packing materials consumed          30,834,185            38,102,437  

 Repair and maintenance           25,726,885            31,194,765  
 Insurance             7,651,668              3,562,901  
 Fuel and power            7,308,423              8,334,394  
 Vehicle running expenses            5,092,683              3,830,288  

 Others            2,076,943              1,537,368  

 Freight            2,075,050              2,463,335  

         375,464,682          368,374,890  

      
13. TAXATION - net     

      

 Current  51,959,933            49,905,663  
 Deferred  3,864,169         (141,810,353) 

   55,824,102           (91,904,689) 

      
14. RELATED PARTY TRANSACTIONS AND BALANCES     

      
 Related parties comprise of the subsidiary company, associates, directors and their close family members, major shareholders of the 

Company, key management personnel and staff provident fund. Remuneration and benefits to executives of the Company are in 

accordance with the terms of the employment while contribution to the Provident Fund is in accordance with staff service rules. 

Transactions with related parties during the year / period, other than those disclosed elsewhere in the financial statements, are 

given below: 
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   For the six-month period ended 
   Un-Audited 

Mar 31, 2021 

 Un-Audited 

Mar 31, 2020 
   –––––––––– Rupees –––––––––– 
 Transactions during the period     
      

 ASSOCIATES      
 Unicol Limited     
 Sale of goods   665,200,835  473,098,600 
 Dividend received during the period   112,499,993  99,999,995 

      
 Uni-Food Industries Limited     

 Sale of goods           6,735,000              3,470,270  

 Investment made         57,199,160            84,308,100  

      

 KEY MANAGEMENT PERSONNEL     
 Remuneration of the Chief Executive           7,581,600              7,020,000  
 Remuneration of executives           7,464,960              6,912,000  

 Directors' meeting fee              120,000                 100,000  
      

 OTHER RELATED PARTIES     
 Reliance Insurance Company Ltd.     
 Insurance premium paid  9,600,000  15,530,343 
      

 Begum Ayesha Bawany Taleem ul Quran Trust     
 Donation made  -  3,596,750 
      

 Brand Stallion     
 Services received  -  280,716 
      
 PROVIDENT FUND TRUST     

 Contribution to Provident Fund  2,929,534  2,704,649 
      

   As on 

   Un-Audited 
Mar 31, 2021 

 Un-Audited 
Mar 31, 2020 

   –––––––––– Rupees –––––––––– 
 Balances at the end of the reporting period     
      
 ASSOCIATES     

 Due from Unicol Limited  694,965  153,891 
 Due from Uni Food Industries Limited  359,400  4,500,000 
      

 PROVIDENT FUND TRUST     
 Provident Fund contribution payable  124,422  (2,560,697) 
      

15. FAIR VALUE OF ASSETS AND LIABILITIES     

      
 Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market 

participants at the measurement date. 

      
 The Company measures fair values using the following fair value hierarchy that reflects the significance of the inputs used in making 

the measurements: 
  
 Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities; 
      

 Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly (i.e. as prices) 
or indirectly (i.e. derived from prices); and 

      

 Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs). 
      
 If the inputs used to measure the fair value of an asset or a liability fall into different levels of the fair value hierarchy, then the fair 

value measurement is categorized in its entirety in the same level of the fair value hierarchy as the lowest level input that is significant 

to the entire measurement. 
      

 For assets and liabilities that are recognized in the financial statements at fair value on a recurring basis, the management recognizes 
transfers between levels of the fair value hierarchy at the end of the reporting period during which the change has occurred. 
However, during the year, there were no transfers between the levels of the fair value hierarchy. 
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 As of the reporting date, the fair value hierarchy of the assets measured at fair value is as follows: 
      
  March 31, 2021 (un-audited) 

  Level 1 Level 2 Level 3 
  ---------------Rupees--------------- 
 Investment in B.F. Modaraba 4,696,970 - - 
 Investment in quoted equity securities 1,655,125 - - 

  6,352,095 - - 

     
  September 30, 2020 (audited) 
  Level 1 Level 2 Level 3 

  ---------------Rupees--------------- 
 Investment in B.F. Modaraba       4,884,849  - - 
 Investment in quoted equity securities       1,515,500  - - 

        6,400,349  - - 

     

16. GENERAL    
     

16.1 Impact of COVID-19 on these condensed interim financial statements 
     

 As in the rest of the world, Covid-19 adversely affected lifestyle and business operations in Pakistan. The Company complies with SOPs 
prescribed by the Federal and Provincial Governments. Sales were not affected during lockdown, and the shipments were dispatched 

as per schedule with minor disruptions. The Company remained up to date in all its financial commitments. Management believes that 

going concern assumption of the Company remains valid, and there are no material implications that require specific disclosure in 
these condensed interim financial statements. 

     
16.2 Notice from regulatory authority     

     
 During the period, the Company received a notice from the Securities and Exchange Commission of Pakistan (SECP) requesting the 

Company to provide detailed information and certain documents related to business activities of the Company in respect of the year 
ended September 30, 2020. The Company has filed a suit against the above mentioned notice, and the Honorable High Court of Sindh 
has suspended the operation of the notice and restrained the defendants to take any adverse action against the Company till the date 

of next hearing. 
     

16.3 Date of authorization of the financial statements for issue    
     

 These condensed interim financial statements have been authorized for issue by the Board of Directors of the Company in their meeting 
held on May 28, 2021. 

     
16.4 Level of rounding    

     

 "Unless otherwise indicated, all figures in these condensed interim financial statements have been rounded off to the nearest rupee." 
     
      

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

FARAN SUGAR MILLS LIMITED                                                                                    HALF YEARLY REPORT 2021 

 
 
 
 
 
 

 
 
 
 
 
 
 
 

43-1-E(B), P.E.C.H.S., Block 6, 
Off Razi Road, Shahrah-e-Faisal, Karachi. 

UAN: 92-21-111-Bawany (229-269) 
FAX: 92-21-34322864 

Email: info@faran.com.pk 
WEB: www.faran.com.pk  

 
 
 


