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VISION, MISSION & STRATEGY

Mission

* To be the market leader and a world-class organization by meeting and proactively
anticipating customer needs.

e To maximize the wealth of stakeholders by optimizing the long term returns and growth
of the business.

¢ To be amongst the most efficient and lowest cost producers in the industry.

e Toensure a safe, harmonious and challenging working environment for the employees.

Corporate Strategy

e To grow our base business in sugar and build those related activities where there is
opportunity to smooth the impact of sugar price cycles.

* To produce sugar which is of highest international standards.

¢ To make investment in sugarcane crop to ensure regular supply of cane and profitability
of growers.

e To establish modern corporate sugarcane farm of international standards.
¢ To offer equal and fair growth opportunities to all employees.

e To undertake and support community development and welfare projects in order to fulfill
social commitments.
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NOTICE OF ANNUAL GENERAL MEETING

Notice is hereby given that twenty ninth Annual General Meeting of the Shareholders of the
Company will be held on Tuesday February 27, 2018 at 10:00 am, at Chandni Banquet Halls
43-N, Gulberg-IIl, Lahore to transact the following business:

1. To confirm the minutes of Annual General Meeting of the Company held on March
02, 2017,

2. To receive, consider and adopt the Audited Financial Statements of the Company for
the year ended September 30, 2017 together with Directors' and Auditors' Reports
thereon.

3. To appoint Auditors for the year 2017-2018 and fix their remuneration. The present

Auditors M/s KPMG Taseer Hadi & Co. Chartered Accountants, retire and being
eligible have offered themselves for reappointment.

4, To transact any other ordinary business with the permission of the Chair.

Lahore: February 06, 2018, By order of the Board
Ahmad Jehanzeb Khan
Company Secretary
NOTES:

1. The Share Transfer Books of the Company will remain closed from 20-02-2018 to
27-02-2018 (both days inclusive) for entitlement, attending and voting at Annual
General Meeting. Physical Transfers/CDS Transactions IDS received in order in all
respects at the close of the Business on 19-02-2018 at the Company's Share
Registrar M/s Corplink (Pvt) Ltd, Wing Arcade, 1-K Commercial Area Model Town
attending of the meeting.

2. A member entitled to attend and vote at this meeting may appoint another member
as proxy to attend and vote on his/her behalf, Forms of Proxy to be valid must be
properly fitted in/executed and received at the Registered Office of the Company at
66-L, Gulberg-Il, Lahore, at least 48 hours before the time of this meeting.

3. The Corporate shareholders shall nominate someone to represent them at the
meeting. The nomination in order to be effective must be received by the Company

o Annual Report 2017



TANDLIANWALA

SUGAR MILLS LTD.

not later than forty eight (48) hours before the meeting. Representative of corporate
members should be bringing the usual documents required for such purpose.

4. Any individual beneficial owner of Central Depository Company (CDC) entitled to
attend and vote at this meeting must bring his / her original National Identity card
(CNIC) or Passport. Account and Participant ID number to prove him / her identity,
and in case of proxy must enclose and attested copy of his / her CNIC or passport.

5. Members are advised to promptly notify change in their postal address, if any, to the
Company’s Share Registrar.
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Directors’ Report

The Directors of Tandlianwala Sugar Mills Ltd (TSML), the Company, are pleased to present the
29" annual report of the Company for the year ended 30 September 2017 along with the
financial statements and auditors' report thereon.

The efficiency improvement initiatives, with corrective & timely steps taken by the
management yielded positive results during this year under review, enabling the Company to
earn a gross profit of Rs 2.134 billion and a net profit after taxation, of Rs 471 million.

Sugar Division

The sugar division started crushing in the last week of November 2016 at all the three units.
Due to abundant availability of sugarcane, TSML sufficiently achieved and utilized its plant by
crushing more sugarcane as compared to the last comparative season. This resulted in a
reasonably good surge of sugar and molasses production in comparison with the last season
production figures. However the prices of sugar remained low during this financial year, which
discouraged the sale of sugar in the local market.

The support price for sugarcane procurement remained unchanged at Rs 180 per 40 Kg for the
season 2016-17, hence making it difficult for the sugar manufacturers to cover the mismatch, as
sugar sale prices for good part of the year remained lower than last three years prices and also,
at times even lower than the production costs. TSML, however kept its growers satisfied by
keeping their trust and confidence in the Company, by making timely payments to them.

With diminishing margins, the industry remained in a distress situation and struggled to cover,
even its costs to manufacture.

The Federal Government allowed a quota of 725,000 Metric Tons for export during this year
under review, without allowing any subsidy on such export.

The Government also did not take any steps during the year towards the settlement of amount
due from TDAP of the previous year’s inland freight subsidy of Rs 133 million.

Despite so many discouraging and challenging factors, the Management of TSML group took
prompt decisions, on timely basis, resulting in good results & performance.

Ethanol & Ancillary Division

The Ethanol Division, since its inception has always contributed to a great extent by giving
better results every year. Despite the fact that the prices of Ethanol fell locally, as well as,
internationally, our ethanol division earned good profits for the company in comparison with
our sugar division.

Due to competitive advantage of internally generated raw material, both our ethanol units have
remained operational for this entire year.

TSML group continued to remain one of the largest producer and exporter of ethanol in this
year as well.
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The CO2 division performed well despite tough competition, decrease in demand, low prices
and new entrants in market.

Future Outlook of the Company

In the current crushing season (2017-18) all our three sugar units have started crushing towards
the end of November, 2017,

The Government, though a bit belatedly, has allowed 1.500 million tons quota for export and
have also promised to release the previous year outstanding freight subsidy.

The notified support price for sugarcane procurement re mained unchanged in Punjab at Rs 180
per 40 Kg, which is unsupportive for the industry, as this price, economically, is not viable at all.

The present season is again very tough for the industry due to higher sugarcane purchase costs,
low sale prices of sugar and lack of Government attention towards the industry. The entire
industry is looking forward towards the Government to take appropriate & prudent measures
that are in favor for all the stakeholder of this sector.

Hopefully, in this season too, TSML will perform satisfactorily. Apart from so many discouraging
factors, TSML is about to complete the plant efficiency and up gradation.

Corporate Social Responsibility (CSR

The Company considers CSR as a fundamental responsibility and strives to be a good corporate
citizen. The Company contributes to society by supporting public health and education facilities.

Statement of Corporate and Financial Reporting Framework

We are committed to good corporate governance and do comply with the requirements of
Code of Corporate governance included in the listing regulation of Pakistan Stock Exchange Ltd
and we also confirm that:

e These financial statements, prepared by the management of the company, present fairly
its state of affairs, the result of its operations, cash flows and changes in equity;

o Proper books of accounts of the company have been maintained;

e Appropriate accounting policies have been consistently applied in preparation of
financial statements and accounting estimates are based on reasonable prudent
judgments;

e International Financial Reporting Standards and the requirement of the Companies
ordinance of Pakistan, 1984, as applicable in Pakistan have been followed in preparation
of financial statements;

o The system of internal control is sound in design and has been effectively implemented
and monitored;

e There are no significant doubts upon the Company's ability to continue as a going
concern as it has adequate resources and improving its results to continue in operation
for the foreseeable future as has been explained in the Director’s Report and financial

statements;
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e There has been no material departure from the best practices of the corporate
governance as detailed in the listing regulations and properly disclosed in the Statement
of Compliance with the Code of Corporate Governance except for paragraph 25 as
disclosed in “Statement of compliance with code of corporate governance”.

e A statement regarding key financial data for the last six years is annexed to this report.

e |nformation about taxes and levies is given in the notes to the financial statements.

Six Years Review at a Glance

The six years review at a glance is annexed.

Pattern of Shareholdings

The pattern of shareholdings as on September 30, 2017 which is required to be disclosed under
the reporting framework is annexed herewith in this report.

Audit Committee

The Board has constituted an Audit Committee consisting of three members including Chairman
of the Committee. The Committee regularly meets as per requirement of the code. The
Committee assists the Board in reviewing internal audit manual and internal audit system.

Human Resource Committee

The Board has constituted a Human Resource Committee in compliance with the Code of
Corporate Governance 2012. The Human Resource Committee is performing its duties in line
with its terms of reference as determined by the Board of Directors.

Board Meetings

There have been 11 meetings during the year and the attendance of each director is stated as

under:

Human Resource and

: Board Audit Committee Remuneration

Mame of Directors :

Committee

Attended | Required | Attended | Required | Attended | Required

NON - EXECUTIVE DIRECTORS
Mr, Ghazi Khan A 4 4 4 | |
Mr. Tahir Faroog
Malik f 4 4 4 1 1
Mrs. Rasheeda 5 4 A A 1 '
Begum
Mrs. Mobina
Akbar Khan 3 - s & 1 ]
Mr. Humayun
_Akhtar Khan 4 ) ’ : 1 !
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EXECUTIVE DIRECTORS
Mr. Akbar Khan 6 4 4 4 | 1
Mr, Haroon Khan B 4 4 4 | |

(Howewver, leaves of absence were granted to the Directors who could not attend the Board
Meetings due to their preoccupations.)

Trading in Shares

Trading in shares by Directors, CEO, CFO, Company Secretary and their spouses and minor
children has been disclosed in FORM 34 annexed to this annual report.

Outstanding Statutory Dues

Details of outstanding dues towards minimum tax and those relating to other statutory
obligations are set out in note 15 and 31 respectively.

Dividend

No dividend is being recommended by the Board of Directors for the year ended September 30,
2017 due to continuous balancing, modernization and replacement with Steam Efficiency of the
plants

Staff Retirement Benefits

The company operates an un-funded gratuity scheme for all employees with qualifying service
period of six months.

Auditors

The retiring Auditors, M/s KPMG Taseer Hadi & Co., Chartered Accountants, being eligible, offer
themselves for re-appointment for the year 2017-2018.

Appreciation

The Board is pleased with the continued dedication and efforts of the employees of the
Company. Here we will also acknowledge the growers as they are a key element of our industry
and we thank them for their continued co-operation.

On behalf of Board of Directors

Akbar Khan
(Chief Executive Officer)
February 06, 2018
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SIX YEARS REVIEW AT A GLANCE

Figures in "M

207 2016 s 2014 013 12
(Rupees) (Rupees) (Rupees) (Rupees) (Rupees) {Rupues)

FINANCIAL RESULTS

Sales (Net) 13,903,955 18,675,054 I, 320,254 12,999,788  12.294.796 8,376,917
Cost of Sales 11,769,616 16,258,134 14,300,181 11,574,518 11,435,215 7,508,390
Gross profit 2,134,369 2416920 2,219,013 1425271 B59.581 H68,527
Operating, financial and
ather expenses 1,680,412 |.542.640 1674897 1,393 962 1.263.727 1,029,841
453,857 BT4,280 544216 31309 (404,1486) (161,314)
Orther income 36,2460 1008 495 70,303 3,161 119,737 13,083
Met profit / (loss) before wppf 490,203 982,775 614,519 85471 (284, 409) (148,231)
Workers' profit participation fund 29077 45,139 30.726 4274 - -

Met (loss) / profit before

Taxation 461,126 933,636 583,793 B1,197 (284, 40%) (148,231)
Provision for taxation 9,634 {35,669 7,833 165,927 (98,3100 197,650
Met (loss) ( profit after

taxation 470,760 B97.967 591,626 247124 (382,719 49,459
Cash dividend - - - - - -
(Loss) ! Earning per share (Rs.) 4,04 163 5,03 2,10 [(3.25) 0,42
Authorized cxp"stxl 1,21, (4000 1 2000k 00 1200000 1 2000 (00 1,200,000 1,200 (0D
Paid-up capital 1.177.063 1.177.063 1.177.063 1.177.063 1. 177.063 1.177.063
Fixed capital expenditures (Net) 13,082,041 10,686,598 10941621 7974240 7,645,295 3460225

OPERATING RESULTS

Sugar production M. Tons 303,142 247378 265,110 269,567 197,370 149,368
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FORM 34
THE COMPANIES ORDINANCE 1984
(Section 236(1) and 464)
PATTERN OF SHAREHOLDING
1. Incorporation Number | L-01228 |
2. Name of the Company | TANDLIANWALA SUGAR MILLS LIMITED |
3. Pattern of holding of the shares held by the shareholders as at | 30-09-2017 |
—---Shareholding-—--
4. No. of Shareholders From To Total Shares Held
128 1 100 3,487
425 101 500 201,194
62 501 1,000 52,624
61 1,001 5,000 128,708
10 5,001 10,000 70,347
5 10,001 15,000 64,861
3 15,001 20,000 53,607
1 20,001 25,000 21,500
1 25,001 30,000 29,420
1 45,001 50,000 45,500
1 140,001 145,000 144,300
1 550,001 555,000 552,500
2 1,390,001 1,395,000 2,789,689
1 1,395,001 1,400,000 1,395,343
1 1,400,001 1,405,000 1,401,747
1 1,890,001 1,895,000 1,894 064
1 3,290,001 3,295,000 3,294,155
1 5,455,001 5,460,000 5,459,419
1 5,745,001 5,750,000 5745514
1 10,610,001 10,615,000 10,610,937
1 20,195,001 20,200,000 20,197,535
1 20,250,001 20,255,000 20,253,274
1 21,560,001 21,565,000 21,562 457
1 21,730,001 21,735,000 21,734,118
712 117,706,300
5. Categories of shareholders Share held Percentage
5.1 Directors, Chief Executive Officers, 89,343,585 75.9038%
and their spouse and minor children
5.2 Associated Companies, e
undertakings and related
parties.
5.3 Banks Funds, Development 183,940 0.1562%
Financial Institutions, Non
Banking Financial Institutions.
5.4 Share holders holding 10% 89,341,563 75.9021%
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5.5 General Public
a. Local 28178,775 23.9399%

5.6 Others (to be specified)

6. Signature of
Company Secretary

7. Name of Signatory [AHMAD JEHANZEB KHAN |
8. Designation [COMPANY SECRETARY |
9. Date [ 30 | 09 [ 2017 |
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Catagories of Shareholding required under Code of Corporate Governance (CCG)
As on September 30, 2017

Mo. of
Sr. No. Name Shares Heid Percentage
Associated Companies, Undertakings and Related Parties [Name Wise Detail):
Mutual Funds (Name Wise Detail) - -
Directors and their Spouse and Minor Chidren (Name Wise Detail):
1 MR, AKBAR KHAN 21,592,481 18.3444%
2 MR. HAROOMN KHAMN 23,135,865 19.6556%
3 MRE. GHAZI KHAN 22,965,200 19.5106%
4 MRS, RASHEEDA BEGUM 21,648,017 18.3916%
5 MRS, MOBINA AKBAR KHAN 1,000 0.0008%
51 MR, HUMAYUN AKHTAR KHAN 522 0.0004%
7 ME. TAHIR FARDOC MALIK 500 0.00045%
Executives: - -
Public Sector Companies & Corporations: - -
Banks, Development Finance Institutions, Nen Banking Finance 183,940 0.1562%

Companies, Insurance Companies, Takaful, Modarabas and Pension Funds:

Shareholders holding five percent or more voting intrest in the listed company (Name Wise Detail)

5. No. Name Holding Percentage
1 MR. AKBAR KHAN 21,592,481 18.3444%
2 MR. HAROOM KHAN 23,135,865 19.6556%
k] MR. GHAZI KHAN 22,965,200 19.5106%
4 MRS, RASHEEDA BEGUM 21,648,017 18.3916%
5 MR, HAMEED ULLAH KHAN PARACHA 7,639,578 6.4904%

All trades in the shares of the listed company, carried out by its Directors, Executives and their
spouses and minor children shall also be disclosed:

5.Mo MNAME SALE PURCHASE
1 MR. HARDOM KHAM (CDC) 0 6,400
2 MR. GHAZI KHAN (CDC) 0 13,800
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SUGAR MILLS LTD.

Statement of Compliance with the Code of Corporate Governance
For the year ended 30 September 2017

This statement is being presented to comply with the Code of Corporate Governance (“the
code”) contained in clause 5.19.24 of chapter 5 of Rule Book of the Pakistan Stock Exchange
Limited for the purpose of establishing a framework of good governance, whereby a listed
Company is managed in compliance with the best practices of corporate governance.

The Company has applied the principles contained in the code in the following manner:

i The Company encourages representation of independent, non-executive directors
and directors representing minority interests on its Board of Directors. As at 30
September 2017, the Board includes:

Category Names

Executive Directors i. Mr Akbar Khan
ii. Mr Haroon Khan

Non-Executive Directors iii. Mr. Ghazi Khan

iv. Mr. Tahir Faroog Malik

v. Mrs. Rasheeda Begum

vi. Mrs. Mobina Akbar Khan
vii. Mr. Humayun Akhtar Khan

Zi The Directors have confirmed that none of them is serving as a director in more
than seven listed companies, including the Company.

3. All the resident Directors of the Company are registered as taxpayers and none of
them has defaulted in payment of any loan to a banking company, a DFI or an NBFI
or, being a broker of a stock exchange, has been declared as a defaulter by that stock
exchange.

4. A causal vacancy occurring on the Board on 02 March 2017 was filled up by the
Directors within 90 days.

5. The Company has prepared a "Code of Conduct” and has insured that appropriate
steps have been taken to disseminate it throughout the Company along with its
supporting policies and procedures.

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

7 All the powers of the Board have been duly exercised and decisions on material
transactions, including appointment and determination of remuneration and terms
and conditions of employment of the CEO, other executive and non-executive
Directors, have been taken by the Board /Shareholders.
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8. The meetings of the Board were presided over by the Chairman and, in his absence,
by a director elected by the Board for this purpose and the Board met at least once
in every quarter. Written notices of the Board meetings, along with agenda and
working papers, were circulated at least seven days before the meetings. The
minutes of the meetings were appropriately recorded and circulated.

9. All the Directors on the Board are well conversant with their responsibilities as
Directors of corporate bodies as the Company had arranged briefing for its Directors
to apprise them of their duties and responsibilities. All the Directors of the Company
are exempt from obtaining certification under Directors’ training programs per
criteria i-e 14 years of education and 15 years of experience on the board of a listed
company.

10. No new appointment of CFO, Company Secretary or Head of Internal Audit has
occurred during the year.

11. The Directors’ Report for the year ended 30 September 2017 has been prepared in
compliance with the requirements of the Code and fully describes the salient
matters required to be disclosed.

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

13 The Directors, CEO and executives do not hold any interest in the shares of the
Company other than that disclosed in the pattern of shareholding.

14. The Company has complied with all the corporate and financial reporting
requirements of the Code of Corporate Governance.

15. The Board has formed three members Audit Committee comprising of
non-executive directors. The Chairman of the committee is a non-executive director.

16. The meetings of the Audit Committee were held at least once in every quarter prior
to approval of interim and final results of the Company as required by the Code of
Corporate Governance. The terms of reference of the committee have been formed
and advised to the committee for compliance.

17 The Board has formed an HR and Remuneration Committee. It comprises following
of three Board members, all of whom are non-executive directors including the
chairman of the committee.

Name Designation Category

Mrs. Rasheeda Begam Chairperson/Member Non-executive Director

Mr. Ghazi Khan Member Non-executive Director

Mr. Tahir Farooq Malik Member Non executive Director
18. The Board has set up an effective internal audit function that is considered suitably

qualified and experienced for the purpose and is conversant with the policies and
procedures of the Company.
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19, The statutory auditors of the Company have confirmed that they have been given a
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 do not hold shares of the Company and that the firm
and all its partners are in compliance with International Federation of Accountants
(IFAC) guidelines on Code of Ethics as adopted by the Institute of Chartered
Accountants of Pakistan.

20. The statutory auditors or the persons associated with them have not been
appointed to provide other services except in accordance with the Listing
Regulations and the auditors have confirmed that they have observed IFAC
guidelines in this regard.

21. The "close period” prior to the announcement of interim/final results and business
decisions, which may materially affect the market price of the Company's securities,
was determined and intimated to Directors, employees and stock exchange.

22. Material/price sensitive information has been disseminated among all market
participants at once through stock exchange.

23. The Company has complied with the requirements relating to maintenance of
register of persons having access to inside information by designated senior
management officer in a timely manner and maintained proper record including
basis for inclusion or exclusion of names of persons from the said list.

24. The Company has continued to present the details of all related party transactions
before the Audit Committee and upon their recommendation to the Board for
review and approval. The definition of related party used is in accordance with
repealed Companies Ordinance, 1984 and applicable financial reporting frame work,
as the regulations under Section 208 of the Companies Act, 2017 have not yet been
announced.

25. We confirm that all other material principles enshrined in the Code have been
complied with except the following:

a. The company did not have any Independent Director during the year ended
30 September 2017 as per the requirement of sub-clause (b) of clause 5.19.1
of Rule Book of Pakistan Stock Exchange Limited.

b. None of the members (including Chairman) of the Audit Committee is an
Independent Director as per sub-clause (a) of clause 5.19.16 of Rule Book of
Pakistan Stock Exchange Limited.

Lahore Ghazi Khan Akbar Khan
06 February 2018 Chairman Chief Executive
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Review Report to the Members on Statement of Compliance
with the Code of Corporate Governance

We have reviewed the enclosed Statement of Compliance with the best practices
contained in the Code of Corporate Governance (“the Code”) prepared by the
Board of Directors of Tandlianwala Sugar Mills Limited (“the Company”) for
the year ended 30 September 2017 to comply with the requirements of the Rule
Book of Pakistan Stock Exchange Limited Chapter 5, Clause 5.19.24 (b), where
the Company is listed.

The responsibility for compliance with the Code is that of the Board of Directors
of the Company. Our responsibility is to review, to the extent where such
compliance can be objectively verified, whether the Statement of Compliance
reflects the status of the Company’s compliance with the provisions of the Code
and report if it does not and to highlight any non-compliance with the
requirements of the Code. A review is limited primarily to inquiries of the
Company’s personnel and review of various documents prepared by the
Company to comply with the Code.

As a part of our audit of the financial statements we are required to obtain an
understanding of the accounting and internal control systems sufficient to plan
the audit and develop an effective audit approach. We are not required to
consider whether the Board of Directors’ statement on internal control covers all
risks and controls or to form an opinion on the effectiveness of such internal
controls, the Company’s corporate governance procedures and risks.

The Code requires the Company to place before the Audit Committee, and upon
recommendation of the Audit Committee, place before the Board of Directors for
their review and approval of its related party transactions distinguishing
between transactions carried out on terms equivalent to those that prevail in
arm’s length transactions and transactions which are not executed at arm’s
length price and recording proper justification for using such alternate pricing
mechanism. We are only required and have ensured compliance of this
requirement to the extent of the approval of the related party transactions by the
Board of Directors upon recommendation of the Audit Committee. We have not
carried out any procedures to determine whether the related party transactions
were undertaken at arm's length price or not.
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Based on our review, nothing has come to our attention which causes us to
believe that the Statement of Compliance does not appropriately reflect the
Company’s compliance, in all material respects, with the best practices contained
in the Code as applicable to the Company for the year ended 30 September 2017.

Further, we highlight below instances of non-compliance with the requirements
of the Code as reflected in the paragraph reference where these are stated in the
Statement of Compliance:

Paragraph reference Description

i) Paragraph 25 (a) At present there is no independent director on the
Company’s Board of Directors as required under the
sub-clause (b) of clause 5.19.1 of the Rule Book of
Pakistan Stock Exchange Limited.

ii) Paragraph 25 (b) Under the sub-clause (a) of clause 5.19.16 of the rule
book of Pakistan Stock Exchange Limited, the Audit
Committee shall have at least one independent director
who shall preferably be the chairman of the committee.
Since, there is no Independent Director on the Board;
this requirement is not complied with,

Lahore KPMG Taseer Hadi & Co
Chartered Accountant
Date: 06 February 2018 (Kamran Igbal Yousafi)
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Auditors’ Report to the Members

We have audited the annexed balance sheet of Tandlianwala Sugar Mills Limited (“the
Company”) as at 30 September 2017 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, for the year then ended 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 our audit.

It is the responsibility of the Company's management to establish and maintain a system of
internal control, and prepare and present the above said statements in conformity with the
approved accounting standards and the requirements of the Companies Ordinance, 1984. Our
responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan.
These standards require that we plan and perform the audit to obtain reasonable assurance
about whether the above said statements are free of any material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
above said statements. An audit also includes assessing the accounting policies and significant
estimates made by management, as well as, evaluating the overall presentation of the above said
statements. We believe that our audit provides a reasonable basis for our opinion and, after d ue
verification, we report that:

a)  in our opinion, proper books of account have been kept by the Company as required by
the Companies Ordinance, 1984;

b)]  inour opinion:

i the balance sheet and profit and loss account together with the notes thereon have
been drawn up in conformity with the Companies Ordinance, 1984, and are in
agreement with the books of account and are further in accordance with accounting
policies consistently applied;

ii}  the expenditure incurred during the year was for the purpose of the Company's
business; and

iii)  the business conducted, investments made and the expenditure incurred during the
year were in accordance with the objects of the Company;

¢) in our opinion and to the best of our information and according to the explanations given to
us, the balance sheet, profit and loss account, statement of comprehensive income, cash flow
statement and statement of changes in equity together with the notes forming part thereof
conform with approved accounting standards as applicable in Pakistan and give the
information required by the Companies Ordinance, 1984, in the manner so required and
respectively give a true and fair view of the state of the Company's affairs as at 30
September 2017 and of the profit, its comprehensive income, its cash flows and changes in
equity for the vear then ended; and

d) in our opinion, no Zakat was deductible at source under the Zakat and Ushr Ordinance, 1980

[(XVIII of 1980).
KPMG Taseer Hadi & Co.
Lahore Chartered Accountants
Date: 06 February 2018 [(Kamran Igbal Yousafi)
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Balance Sheet

EQUITY AND LIABILITIES

Share capital and reserves

Aurthorised capital
120,000,000 (2016: 120,000,000y shares of Rs. 10 each

lssued, subscribed and paid-up capital
Reserves
Loan from Directors - wnsecured

Non current liabilitics

Long term finances - secured
Liabilities against assets subject to finance lease - secured
Advances from customers - unsecured
Deferred liabilities
- Staff retivement benefits
- Deferved taxation

Current liahilities
Short term borrowings - secured
Current portion of non-current liabilities

Trade and other payables
Interest and mark up accrued

Contingencies and commitments

Note

&

11

121
122

13
14
15
16

17

TANDLIANWALA

2017 2006

Rupees Rupees
1.200,000,000 1, 2000, CHOHD, Y00
1,177,063,000 1.177.063.000
3.067,892,022 2.617.707.211
1.935,050,170 1.935.050,170
6.180,005,192 5,729.820,381
2.771,675,932 915,998,593
489,444,925 37,312,883
554,036,748 1.741.802,889
310,560,559 245,194,213
8,443,728 23,746,159
4.134,161,892 2.964.054.737
10,196,025,232 5,239 368,808
630,532,378 G058 487 840
4.447,068,821 1,532,156,098
260,315,310 109673836
15,533.941,741 7,509 686,582
25,848,108,825 16.203.561,700

The annexed notes 1 to 44 form an integral part of these financial statements.

Lahore
February 06, 2018
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As at 30 September 2017
2017
Note Rupees

ASSETS
Non current assets

Property, plant and equipment
Long term deposits

Current assets

Stores, spare parts and loose tools

Stock-in-trade

Trade debts - considered good

Advances, deposits, prepayments and
other receivables

Tax refunds due from Government -net

Cash and bank balances

Chief Executive

18
19

20
21
22
23

24

TANDLIANWALA

2016
Rupees

13,795,834,019 11.247,190.642
124,073,188 28,919,144
13.919.907.207 11.276,109,786
1,032,646,111 765,898,105
8,814,401,128 2,978.867,891
20,113,724 21,246,615
843,723,068 693,770,239
529,551,342 400,732,497
687,766,245 66,936,567
11,928,201,618 4,927,451 914
25,848,108,825 16,203,561,700
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SUGAR MILLS LTD.

Profit and Loss Account
For the year ended 30 September 2017

2017 2016

Naote Rupees

Rupees

Sales - wer 23 13,903,985,479 18.675,054,125
Cost of sales 26 (11,769,616.007) {16,258,133.912)
Gross profit 2,134,369,472 2,416,920,213
Administrative expenses 27 {441,207.205) (375.645,045)
Distribution expenses 28 (350,893,443) (306,350,974
Other income 29 36,246,141 108 494 653
Profit from operations 1,378.514.965 1.843.418,847
Finance cost R11 {888.312.066) (Ro0,643,682)
Other expenses 31 {29,076,937) {49,138,758)
Profit before taxation 461,125,962 933,636,407
Taxation 32 9.633.817 (35,669.332)
Profit after taxation 470,759,779 B97.967.075
Earnings per share - basic and dilured 13 4.00 7.63
The annexed notes | to 44 form an integral part of these financial statements.

Lahore

February 06, 2018 Chief Financial Officer Chief Executive Director
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Statement of Comprehensive Income
For the year ended 3() September 2017

Profit after taxation
Other comprehensive loss
frems that will wot be veclassified to profit and loss:

Remeasurement of defined benefit liability
Related tax impact

Total comprehensive income for the year

The annexed notes | to 44 form an integral part of these financial statements.

Lahore

February 06, 2018 Chief Financial Officer

27 20106
Newe Rupees Rupees
470,759,779 B97.967.075
12.1:2 (26,243,582) {(9.711.211)
5,668,014 2,068 488
(20,574,968) {7.642.7201)
450,184,811 500,324,352
Chief Exccutive Director
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Cash Flow Statement
For the year ended 30 September 2017

07 2016
Nore Rupees Rupees
Cash flow from operaiing activities
Profit before taxation 461,125,962 933,636,407
Adinstments for non-cash and other item s:

Depreciation on property, plant and equipment i8I SR1,202,452 569,349,231

Gain on disposal of property, plant and equipment 1822 (1,382.249) (B30, 869

Finance cost Al BEE,312.006 Holod3,682

Provision for staff retirement benefits 1213 50,812,155 40 8049 330

Return on hank deposits 24 (28,414.430) (2.1635,750)

Provision for Worker's Profit Participation Fund 24,510,145 49 138,758

1,515,040,133 1,526,034,391
Operating profit before working capital changes 1,976, 166,095 2459670798
{Increase) / decrease in curvent asseis:

Stores, spare paris and loose tools (266,748,0406) {118,769.505)

Stock-in-trade (5,835,533,237) 1043 478,687

Advances, deposits, prepayments and other receivables (149,952 8249) (117,638, 128)

Trade debts - considered good 1,132,891 212,680,616

(6,251,101,181) 1O, 751,670
Increase / (decrease) in curvent labilities:

Trade and other payables 1,751,775,195 (116,184,161
Cash (used in) / generated from operations (2,523,159.891) 3,363,238 207
Finanece cost paid (737,670,592) (948, 408,792
Staff retirement benefits paid 211 (11,689.391) (2,008,537)
Taxes paid (128.818.845) {106.515.805)
Long term deposits - wet (95,154,044) 29 808,756
Worker's Profit Participation Fund paid (49,138,758) (30,725,975)

(1,022,471,630) {1,057,860,353)
Met cash (used in) / generated from operating activities (3.545.631.521) 2,305,377 954
Cash flow from investing activities
Capital expenditure (2,627,005.970) (Bd3,673,724)
Proceeds from disposal of property, plant and eguipment 2.076.262 1 ke, 000
Ineome received from bank deposits 25,414,436 2,165,750
MNet cash wsed in investing activities (2,596,525.272) (B40,447 974)
Cash flow from financing activities
Long term finances repaid (405,288,673) (354,427 258)
Long term finances obtained 2,271,995 140 1 1, CHR, 000
Loans from directors - (36,91 1,866)
Finance lease habilities - met (40,376,420) (12,738,095)
Short term borrowings - net 4,876,591 485 (1,252,537 380)
Met cash generaated from [ (used in) financing activities 6,702,921,532 {1,553,614,602)
Met increase / (decrease) in cash and cash equivalents 560,764,739 (HE,684.622)
Cash and cash equivalents at the beginning of the year (32,997.631) 55,086,99]
Cash and cash eguivalents at the end of the year a4 527,767,108 (32.997.631)

The annexed notes 1 to 44 form an integral part of these financial statements,

Lahore

February 06, 2018

Chief Financial Officer
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SUGAR MILLS LTD.

Statement of Changes in Equity
For the year ended 30 September 2017

Reserves
Capital Revenue
5 il -
Share Capital ) Lin ; T — Loan from
Shure preminm npproprinted Tuial
Directors
profit
..................................... RUPCiS c=esunensncnsssnnssnsnanaananaanananns
Balunce as at 30 September 20015 1, 177,063,000 20, T4 ik | 436.4641.219 1,727,382 850 1,971, 902,036 4 876,407 895
Trgneections witlt pwners of the Company -
Repayments made during the year - - - - {36,591 1, Bé) (36,91 1,866)
Tl comprefensive income fir e year:
Frofit for the year ended 30 Seprtember 2006 - - ROT BGT.075 ROT 96T 075 - BOT MGT.0TE
Other comprehensive loss for the year
ended 30 September 2006 aer of tax - - (7.642,723) (7,642,723) = (7.4642,723)
B 324 352 890,324,352 - RO0.324 352
Balamce as at 30 September 2016 1.177.063,000 200,741 640 2.326.965,571 2.617,707.211 1.935,050,1 T 5729 820381
Toral comprefrensive income for the year:
Prafit for the vear ended My 5|’,'.'P|L"‘I1'IE11.!F 27 - - 4T TEATID 470,750 7T . AT TEQ 7T
Other comprehensive loss for the year
ended 30 Sepiember 2007 aer of tax - - (20,574, 968) (20,574, 968) - (20.574.968)
4501 154,811 450,154 511 - 4500, 154,811
Balance as at 30 September 2007 1177, 063,000 20,741 640 2777150382 All6T 892,022 1,935,050, 70 A 180,005,192
The annexed notes | oo 44 form an integral part of these financial statements.
Lahore
February 06, 2018 Chief Financial Officer Chief Executive Director
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Notes to the Financial Statements
For the year ended 30 September 2017

1 Reporting entity

Tandlianwala Sugar Mills Limited ("the Company") was incorporated in Pakistan on 01 November 1988
as a public limited company. The shares of the Company are quoted on Pakistan Stock Exchange. The
principal activity of the Company is production and sale of white crystalline sugar, ethanol and other
related allied by products. The manufacturing facilities of the Company are located at Kanjwani [Unit [,
Dera Ismail Khan (Unit 1) and Muzaffargarh (Unit [I1). The registered office of the Company is situated at
66 - L, Gulberg I, Lahore,

2 Basis of preparation
21 Statement of compliance

These financial statements have been prepared in accordance with approved accounting
standards as applicable in Pakistan. Approved accounting standards comprise of such
International Financial Reporting Standards ("IFRSs") issued by the International Accounting
Standards Board and Islamic Financial Reporting Standards ["IFAS") issued by the Institute of
Chartered Accountants of Pakistan as are notified under the repealed Companies Ordinance,
1984, provisions and directives issued under the repealed Companies Ordinance, 1984, In case
requirements differ, the provisions of, and directives of the repealed Companies Ordinance, 1984
shall prevail.

During the year on 30 May 2017, the Companies Act, 2017 (the Act) was enacted which replaced
and repealed the Companies Ordinance, 1984 (the repealed Ordinance). However, the Securities
and Exchange Commission of Pakistan [SECP) through its Circular MNo. 23 of 2017 dated 04
October 2017 has advised the Companies whose financial year closes on or before 31 December
2017 to prepare their financial statements in accordance with the provisions of the repealed
Ordinance,

2.2 Functional and presentation currency

These financial statements are presented in Pak Rupees ("Rs'), which is the Company's
functional and presentation currency. All financial information has been rounded to the nearest
rupee, except when otherwise indicated.

2.3 Basis of measurement

These financial statements have been prepared under the historical cost convention, except for:
- translation of foreign currency at spot rate / average rate;
- recognition of staff retirement benefits at present value; and

- certain financial instruments at fair value and for amortized cost

In these financial statements, except for the amounts reflected in the cash flow statement, all
transactions have been accounted for on accrual basis,
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3 Use of judgements and estimates

The preparation of these financial statements in conformity with approved accounting standards requires
management to make judgments, estimates and assumptions that affect the application of policies and
reported amounts of assets and liahilities, income and expenses. The estimates and associated
assumptions and judgments are based on historical experience and various other factors that are believed
to be reasonable under the circumstances, the result of which form the basis of making the judgments
about carrying values of assets and liabilities that are not readily apparent from other sources. Actual
results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting
estimates are recognized in the period in which the estimate is revised if the revision effects only that
period, or in the period of revision and future periods if the revision affects both current and future
periods. The areas where various assumptions and estimates are significant to Company's financial
statements or where judgments were exercised in application of accounting policies are:

- Staff retirement benefits 51
- Current and deferred taxation 52
- Depreciation method, useful lives, residual values and impairment of 54
property, plant and equipment
- Stores, spare parts and loose tools 56
- Stock-in-trade 5.7
- Trade debts - considered good 58
- Provisions and contingencies 59
4 New Companies Act, 2017 and new and revised approved accounting standards, interpretations

and amendments thereto

The Companies Act, 2017 applicable for financial year beginning on 01 October 2017 requires certain
additional disclosures and Section 235 of the repealed Companies Ordinance, 1984 relating to treatment
of surplus arising out of revaluation of assets has not been carried forward in the Companies Act, 2017,
This amendment is not likely to have an impact on the Company’s financial statements.

The following standards, amendments and interpretations of approved accounting standards will be
effective for accounting periods beginning on or after 01 July 2017:

Amendments to [AS 12 ‘Income Taxes' are effective for annual periods beginning on or after 1
January 2017, The amendments clarify that the existence of a deductible temporary difference
depends solely on a comparison of the carrying amount of an asset and its tax base at the end of
the reporting period, and is not affected by possible future changes in the carrying amount or
expected manner of recovery of the asset. The amendments further clarify that when calculating
deferred tax asset in respect of insufficient taxable temporary differences, the future taxable
profit excludes tax deductions resulting from the reversal of those deductible temporary
differences. The amendments are not likely to have an impact on Company’s financial statements.

- Amendments to IAS 7 "Statement of Cash Flows' are part of IASB's broader disclosure initiative
and are effective for annual periods beginning on or after 1 January 2017. The amendments
require disclosures that enable users of financial statements to evaluate changes in liabilities
arising from financing activities, including both changes arising from cash flow and non-cash
changes. The amendments are not likely to have an impact on Company's financial statements.
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= Amendments to IFRS 2 - Share-based Payment clarify the accounting for certain types of
arrangements and are effective for annual periods beginning on or after 1 January 2018. The
amendments cover three accounting areas (a) measurement of cash-settled share-based
payments; (b) classification of share-based payments settled net of tax withholdings; and (c)
accounting for a modification of a share-based payment from cash-settled to equity-settled. The
new requirements could affect the classification and/or measurement of these arrangements and
potentially the timing and amount of expense recognized for new and outstanding awards. The
amendments are not likely to have an impact on Company's financial statements.

- Transfers of Investment Property (Amendments to IAS 40 ‘Investment Property’ -effective for
annual periods beginning on or after 1 January 2018) clarifies that an entity shall transfer a
property to, or from, investment property when, and only when there is a change in use. A change
in use occurs when the property meets, or ceases to meet, the definition of investment property
and there is evidence of the change in use. In isolation, a change in management's intentions for
the use of a property does not provide evidence of a change in use. The amendments are not likely
to have an impact on Company's financial statements. Amendment to [AS 27 "Separate Financial
Statements’ (effective for annual periods beginning on or after January 01, 2016) allows entities
to use the equity method to account for investments in subsidiaries, joint ventures and associates
in their separate financial statements, The amendment is not likely to have an impact on
Company's financial statements.

- Annual improvements to IFRS standards 2014-2016 cycle. The new cycle of improvements
addresses improvements to following approved accounting standards:

- Amendments to IFRS 12 ‘Disclosure of Interests in Other Entities’ (effective for annual
periods beginning on or after 1 January 2017) clarify that the requirements of [FRS 12
apply to an entity’s interests that are classified as held for sale or discontinued operations
in accordance with IFRS 5 - 'Non-current Assets Held for Sale and Discontinued
Operations’.

- Amendments to [AS 28 ‘Investments in Associates and Joint Ventures' (effective for
annual periods beginning on or after 1 January 2018) clarifies that a venture capital
organization and other similar entities may elect to measure investments in associates
and joint ventures at fair value through profit or loss, for each associate or joint venture
separately at the time of initial recognition of investment. Furthermore, similar election is
available to non-investment entity that has an interest in an associate or joint venture
that is an investment entity, when applying the equity method, to retain the fair value
measurement applied by that investment entity associate or joint venture to the
investment entity associate's or joint venture's interests in subsidiaries. This election is
made separately for each investment entity associate or joint venture.

- IFRIC 22 'Foreign Currency Transactions and Advance Consideration’ (effective for
annual periods beginning on or after 1 January 2018] clarifies which date should be used
for translation when a foreign currency transaction involves payment or receipt in
advance of the item it relates to. The related item is translated using the exchange rate on
the date the advance foreign currency is received or paid and the prepayment or deferred
income is recognized. The date of the transaction for the purpose of determining the
exchange rate to use on initial recognition of the related asset, expense or income (or part
of it] would remain the date on which receipt of payment from advance consideration
was recognized. If there are multiple payments or receipts in advance, the entity shall
determine a date of the transaction for each payment or receipt of advance consideration.

- IFRIC 23 ‘Uncertainty owver Income Tax Treatments' (effective for annual periods
beginning on or after 1 January 2019) clarifies the accounting for income tax when there
is uncertainty over income tax treatments under [AS 12. The interpretation requires the
uncertainty over tax treatment be reflected in the measurement of current and deferred tax.
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The improvements are not likely to have an impact on the Company's financial statements.

5 Significant accounting policies

The significant accounting policies set out below have been consistently applied to all the years presented,
unless otherwise stated.

5.1 Staff retirement benefits

The Company operates an un-funded gratuity scheme covering all eligible employees completing
the minimum qualifying period of service as specified by the scheme. Annual provision is made
on the basis of actuarial valuation to cover obligations under the scheme for all employees
eligible to gratuity benefits respective of the qualifying period. The projected unit credit method
used for the valuation of the scheme is based on assumptions stated in note 12.1.

Past-service costs are recognized immediately in profit and loss account, unless the changes to
the plan are conditional on the employees remaining in service for a specified period of time (the
vesting period). In this case, the past service costs are amortised on a straight-line basis over the
vesting period.

The Company's obligation in respect of defined benefit plan is calculated by estimating the
amount of future benefit that employees have earned in the current and prior periods,
discounting that amount. The calculation of defined benefit obligation is performed annually by a
qualified actuary using the projected unit credit method.

Remeasurements of the defined benefit liability, which comprise actuarial gains and losses, is
recognised immediately in other comprehensive income. The Company determines the interest
expense on the defined benefit liability for the period by applying the discount rate used to
measure the defined benefit obligation at the beginning of the annual period to the then defined
benefit liability, taking into account any changes in the net defined benefit liability during the
period as a result of benefit payments. Interest expense and other expenses related to defined
benefit plan are recognized in profit and loss account.

5.2 Taxation

Income tax expense comprises current and deferred tax. It is recognized in profit and loss except
to the extent that it relates to items recognized directly in other comprehensive income, in which
case it is recognized in equity.

rren

Provision of current tax is based on the taxable income for the year determined in accordance
with the prevailing law for taxation of income. The charge for current tax is calculated using
prevailing tax rates or tax rates expected to apply to the profit for the year if enacted after taking
into account tax credits, rebates and exemptions, if any. The charge for current tax also includes
adjustments, where considered necessary, to provision for tax made in previous years arising
from assessments framed during the year for such years. Under / over paid amounts of current
tax are recorded as tax refundable / payable due from / to the Government.
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Deferred tax

Deferred tax is accounted for using the balance sheet liability method in respect of all temporary
differences arising between the carrying amount of assets and liabilies in the financial
statements and the corresponding tax bases used in the computation of the taxable profit.

Deferred tax liabilities are generally recognized for all taxable temporary differences and
deferred tax assets are recognized to the extent that it is probable that taxable profits will be
available against which the deductible temporary differences, unused tax losses and tax credits
can be utilized. Deferred tax assets are reviewd at each reporting date and reduced to the extent
that it is no longer probable that related temporary benefit will be realized.

Deferred tax is calculated at the rates that are expected to apply to the period when the
differences reverse based on the tax rates (and tax laws) that have been enacted or substantively
enacted by the balance sheet date. Deferred tax is charged or credited in the profit and loss
account, except in the case of items credited or charged to comprehensive income or equity in
which case it is included in comprehensive income or equity.

5.3 Trade and other payables

Liabilities for trade and other payable are carried at cost which is the fair value of the
consideration to be paid in future for goods and services received.

5.4 Property, plant and equipment

Owned

Property, plant and equipment, except freehold land are stated at cost less accumulated
depreciation and any identified impairment loss. Freehold land and capital work in progress are
stated at cost less any identified impairment loss. Cost includes direct cost and related overheads,
interest and borrowing cost including import duties and non-refundable purchase taxes, after
deducting trade discounts and rebates and other costs directly attributable to the acquisition or
construction including expenditures on material, labour and overheads directly relating to
construction, erection and installation of operating fixed assets.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will
flow to the Company and the cost of the item can be measured reliably. Major renewals and
improvements are capitalized. All other repair and maintenance costs are charged to profit and
loss during the period in which they are incurred.

Depreciation is charged on a systematic basis over the useful life of the assets, on reducing
balance method, which reflects the patterns in which the economic benefits are consumed by the
Company, at the rates specified in note 18.1.

Depreciation on additions is charged from the month the asset is available for use while no
depreciation is charged in the month in which the asset is disposed off. Depreciation methods,
residual values and useful lives of assets are reviewed at each financial year end, and adjusted if
impact on depreciation is significant.
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The management of the Company reviews carrying amounts of its assets and cash generating
units for possible impairment. If such indication exists, the carrying amounts of such assets are
reviewed to assess whether they are recorded in excess of their recoverable amount. Where
carrying values exceed the respective recoverable amount, assets are written down to their
recoverable amounts and the resulting impairment loss is recognized in profit and loss currently.
The recoverable amount is the higher of an asset's fair value less costs to sell and value in use.
Where an impairment loss is recognized, the depreciation charge is adjusted in the future periods
to allocate the asset's revised carrying amount over its estimated useful life.

The gain or loss on disposal or retirement of an asset represented by the difference between the
sale proceeds and the carrying amount of the asset is recognized as an income or expense in
profit and loss.

Leased

Assets held under finance lease arrangements are initially recorded at the lower of present value
of minimum lease payments under the lease agreements and the fair value of the leased assets.
Depreciation on leased assets is charged by applying reducing balance method at the rates used
for similar owned assets, so as to depreciate the assets over their estimated useful lives in view of
certainty of ownership of assets at end of the lease term.

Capital work-in-progress

Capital work in progress is stated at cost less identified impairment loss, if any. Cost includes the
expenditures on material, labour, appropriate directly attributable overheads and includes
borrowing cost in respect of qualifying assets as stated in note 5.16. These costs are transferred
to operating fixed assets as and when assets are available for their intended use.

5.5 Leases

Leases are classified as finance lease whenever terms of the lease transfer substantially all risks
and rewards of ownership to the lessee. All other leases are classified as operating leases,

Finance leases

Finance leases are stated at amounts equal to the fair value or, if lower, the present value of the
minimum lease payments. The minimum lease payments are apportioned between the finance
charge and the reduction of the outstanding liability. The finance cost is charged to profit and loss
account.

The related rental obligations, net of finance costs, are included in liabilities against assets subject
to finance lease. The liabilities are classified as current and non-current depending upon the
timing of the payments.

) i1  liarah G

Leases including ljarah financing where a significant portion of the risks and rewards of
ownership are retained by the lessor are classified as operating leases. Payments made under
operating leases [net of any incentives received from the lessor) are charged to profit and loss on
a straight-line basis over the lease / I[jarah term unless another systematic basis is representative
of the time pattern of the Company’s benefic
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5.6 Stores, spare parts and loose tools

Usable stores and spare parts are valued at lower of weighted average cost and net realizable
value, while items considered obsolete are carried at nil value. Items in transit are valued at cost
comprising invoice value plus other charges paid thereon up-to the balance sheet date. Provision
is made in the financial statements for obsolete and slow moving stores and spare parts based on
management's estimate as a result of changes in usage pattern and physical form.

5.7 Stock-in-trade

These are valued at the lower of weighted average cost and net realizable value except for stock
in transit, which is valued at cost comprising invoice value and related expenses incurred thereon
up to the balance sheet date.

Cost is determined as follows:

Raw materials at lower of weighted average cost and
net realizable value

Finished goods at lower of weighted average cost and
net realizable value

By product net realizable value

Net realizable value signifies the estimated selling price in the ordinary course of business less
estimated costs of completion and costs necessary to be incurred in order to make a sale.

5.8 Trade debts

Trade debts and other receivables are recognized initially at invoice value, which approximates
fair value, less provision for impairment, if any. A provision for impairment of trade debts and
other receivables is established when there is an objective evidence that the Company will not be
able to collect all the amount due according to the original terms of the receivable. Significant
financial difficulties of the debtors, probability that the debtor will enter bankruptcy or financial
reorganization, and default or delinquency in payments are considered as indicators that the
trade debt is impaired. The provision is recognized in the profit and loss account. When a trade
debt is uncollectible, it is written off against the provision. Subsequent recoveries of amounts
previously written off are credited to the profit and loss account.

5.9 Provisions

Provisions are recognized when the Company has a present legal or constructive obligation as a
result of past event and it is probable that an outflow of economic benefits will be required to
settle the obligation and a reliable estimate can be made. Provisions are reviewed at each balance
sheet date and adjusted to reflect the current best estimate.

5.10 Cash and cash equivalents

Cash and cash equivalents are carried at cost in the balance sheet. For the purpose of cash flow
statement, cash and cash equivalents comprise of cash in hand and bank balances and running
finance.
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5.11 Financial instruments

5.11.1 Financial assets

The Company classifies its financial assets in the following categories: at fair value through profit
or loss, loans and receivables, available-for-sale and held to maturity. The classification depends
on the purpose for which the financial assets were acquired. Management determines the
classification of its financial assets at the time of initial recognition.

5.11.1 (a) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading and
financial assets designated upon initial recognition as at fair value through profit or loss. A
financial asset is classified as held for trading if acquired principally for the purpose of selling in
the short term. Assets in this category are classified as current assets.

5.11.1 (b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market.

5.11.1 (c) Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category
or not classified in any of the other categories, They are included in non-current assets unless
management intends to dispose of the investments within twelve months from the balance sheet
date. When securities classified as available-for-sale are sold or impaired, the accumulated fair
value adjustments recognized directly in equity are included in the profit and loss account as
gains and losses from investment securities. Interest on available-for-sale securities calculated
using effective interest method is recognized in the profit and loss account. Dividends on
available-for-sale equity instruments are recognized in the profit and loss account when the
Company's right to receive payments is established.

5.11.1 (d) Held to maturity

Held to maturity are financial assets with fixed or determinable payments and fixed maturity.
Where management has the intention and ability to hold these assets till maturity they are
carried at amortised cost,

5.11.2 Financial liabilities

Non-derivative financial liabilities that are not financial liabilities at fair value through profit or
loss are classified as financial liabilities at amortized cost. Financial liabilities in this category are
presented as current liabilities except for maturities greater than twelve months from the
reporting date where these are presented as non-current liabilities. The particular measurement
methods adopted are disclosed in the individual policy statements associated with each
instrument.

5.11.3 Recognition and derecognition

All the financial assets and financial liabilities are recognized at the time when the Company
becomes party to the contractual provisions of the instrument. Financial assets are derecognized
when the Company looses control of the contractual rights that comprise the financial assets.
Financial liabilities are derecognized when they are extinguished ie. when the obligation
specified in the contract is discharged, cancelled or expires. Any gain or loss on derecognition of
the financial assets and financial liabilities is taken to profit and loss account.
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5.12  Impairment
Financial assets
A financial asset is assessed at each reporting date to determine whether there is any objective
evidence that it is impaired. Individually significant financial assets are tested for impairment on
an individual basis. The remaining financial assets are assessed collectively in groups that share
similar credit risk characteristics. A financial asset is considered to be impaired if objective
evidence indicates that one or more events have had a negative effect on the estimated future
cash flows of the asset.
An impairment loss in respect of a financial asset measured at amortized cost is calculated as the
difference between its carrying amount, and the present value of the estimated future cash flows
discounted at the original effective interest rate. Impairment loss in respect of a financial asset
measured at fair value is determined by reference to that fair value. All impairment losses are
recognized in profit or loss. An impairment loss is reversed if the reversal can be related
objectively to an event occurring after the impairment loss was recognized, An impairment loss is
reversed only to the extent that the financial asset’s carrying amount after the reversal does not
exceed the carrying amount that would have been determined, net of amortization, if no
impairment loss had been recognized.

Non-financial assets

The carrying amount of the Company’s non-financial assets, other than inventories and deferred
tax assets are reviewed at each reporting date to determine whether there is any indication of
impairment. If any such indication exists, then the asset’s recoverable amount is estimated. The
recoverable amount of an asset or cash generating unit is the greater of its value in use and its fair
value less cost to sell. In assessing value in use, the estimated future cash flows are discounted to

their present values using a discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset or cash generating unit.

An impairment loss is recognized if the carrying amount of the assets or its cash generating unit
exceeds its estimated recoverable amount. Impairment losses are recognized in profit or loss.
Impairment losses recognized in respect of cash generating units are allocated to reduce the
carrying amounts of the assets in a unit on a pro rata basis. Impairment losses recognized in prior
periods are assessed at each reporting date for any indications that the loss has decreased or no
longer exists. An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impairment loss is reversed only to that extent that the
asset’s carrying amount after the reversal does not exceed the carrying amount that would have
been determined, net of depreciation and amortization, if no impairment loss had been
recognized.

5.13  Offsetting of financial assets and liabilities

Financial assets and liabilities are offset and the net amount is reported in the financial
statements when there is a legally enforceable right to set off the recognized amount and the
Company intends either to settle on a net basis or to realize the assets or settle the liabilities
simultaneously.

5.14 Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of the
Company at exchange rates at the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies at the reporting date are retranslated to the functional
currency at the exchange rate at that date. The foreign currency gain or loss on monetary items is
the difference between amortised cost in the functional currency at the beginning of the year,
adjusted for effective interest and payments during the year, and the amortized cost in foreign
currency translated at the exchange rate at the end of the year.
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Non-monetary assets and liabilities that are measured at fair value in a foreign currency are
retranslated to the functional currency at the exchange rate at the date that the fair value was
determined. Non-monetary items that are measured based on historical cost in a foreign currency
are not translated,

Foreign currency differences arising on retranslation are generally recognized in profit and loss

515 Revenue recognition

Revenue represents the fair value of the consideration received or receivable for goods sold, net
of discounts and sales tax. Revenue is recognized when it is probable that the economic benefits
associated with the transaction will flow to the Company and the amount of revenue, and the
associated cost incurred, or to be incurred, can be measured reliably and there is no continuing
management involvement with the goods.

- Revenue from sale of goods is recognized when the significant risk and rewards of
ownership of the goods are transferred to the buyer.

- Return on deposits is accrued on a time proportion basis by reference to the principal
outstanding and the applicable rate of return.

5.16 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for their
intended use, are added to the cost of those assets, until such time as the assets are substantially
ready for their intended use, All other borrowing costs are recognized in profit and loss account
as incurred.

5.17  Settlement date accounting
Regular way purchases and sale of financial assets are recognized on trade date.
5.18  Dividend

Dividend to ordinary shareholders is recognized as a deduction from accumulated profit in
statement of changes in equity and as a liability in the Company's financial statements in the year
in which it is declared by the Company's shareholders.

5.19  Earnings per share (EPS)

Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the
Company by weighted average number of ordinary shares outstanding during the year.

Diluted EPS is calculated by adjusting basic EPS with weighted average number of ordinary
shares that would be issued on conversion of all dilutive potential ordinary shares into ordinary
shares and post-tax effect of changes in profit or loss attributable to ordinary shareholders of the
Company that would result from conversion of all dilutive potential ordinary shares into ordinary

shares.
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5.20 Loan from directors

Loan from director is accounted for by using Technical Release 32 "Accounting Directors’ Loan”
("TR 32") issued by Institute of Chartered Accountants of Pakitan ("ICAP"), on 25 January 2016
which provides specific guidance on Director's loans that are interest free and repayable at the
discretion of the entity. Loans are accounted for as per clause 3.3.1 of TR 32 which states that "4
loan to an entity by the director which is agreed to be paid at the discretion of the entity does not
pass the test of liability and is to be recorded as equity at face value. This is not subsequently
remeasured”.

521 Government grants

Government grants relating to export support are recognised when there is reasonable assurance
that entity will comply with the conditions attached to it and grant will be received.

5.22  Operating profit

Operating profit is the result generated from the continuing principal revenue producing
activities of the Company as well as other income related to operating activities. Operating profit
excludes finance costs, other expenses and income taxes,

5.23  Segment reporting

Operating segments is a component of the Company that engages in business activities from
which it may earn revenues and incur expenses are reported in a manner consistent with the
internal reporting provided to the Chief Operating Decision maker. The Chief Operating Decision
maker, who is responsible for allocating resources and assessing performance of the operating
segments, has been identified as the Board of Directors of the Company that makes strategic

decisions.
2017 2016 2017 2016
6 Issued, subscribed and Number Number Rupees Rupees
paid up capital
Voting ordinary shares of Rs. 10
each fully paid in cash 117,706,300 117,706,300 1,177,063,000 1,177,063,000

Reserves

Share premium

Un-appropriated profit

Note

7.1

2017
Rupees

290,741,640
2,777,150,382

2016
Rupees

290,741,640
2,326,965,571

3,067,892,022

2,617,707,211

71 This reserve can be utilized by the Company only for the purpose specified in section 81 (2] of the
Companies Act, 2017.
8 Loan from Directors - unsecured

This represents interest free loans obtained from the Directors of the Company and are repayable at the
discretion of the Company.
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2017 2016
Naote Rupees Rupees
9  Long term finances - secured
Mark up bearing finances from conventional bank:
MCB Bank Limited - Led Syndicated Loan 2.1 818,282,090 1,091,042,757
The Bank of Punjab - Term Finance 8.2 68,750,000 96,250,000
Pak Oman Investment Company Limited 9.3 (a) 85,714,290 171,428,574
Pak Oman Investment Company Limited 9.3 (b) 300,000,000 -
National Bank of Pakistan - Syndicated Term Finance 9.4 1,962,974,552 -
3,235,720,932 1,358,721,331
Islamic mode of financing:
Al Baraka Bank [Pakistan) Limited - Diminishing Musharika 9.5 36,228,544 40,854,009
First Punjab Modaraba - Diminishing Musharika 9.6 4,030,919 9,698,588
40,259,463 50,552,597
3,275,980,395 1,409,273,928
Less:  current portion of non-current liabilities 14 504,304,463 493,275.335
2,771,675,932 915,998,593

9.1 MCB Bank Limited - Led syndicated loan

This syndicated loan has been obtained from consortium of banks comprising of MCB Bank
Limited, United Bank Limited, The Bank of Punjab, Soneri Bank Limited and Pak Libya Holding
Company (Private) Limited. The Company has obtained this syndicated loan to finance for setting
up the ethanol project at Unit [l located at Muzaffargarh.

incipl

Loan is repayable in 18 equal quarterly installments, with grace period of two years, commencing
from February 2014 and ending in June 2020.

Rate of return

The interest is pavable quarterly at a rate of three months KIBOR plus 275 bps per annum.
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Security

This loan is secured by way of pari passu charge over all the present and future fixed assets of
sugar Unit - | located at Kanjwani and exclusive charge of distillery Unit - Il located at
Muzaffargarh respectively in the sum of Rs. 1,667 million in favour of security agent. This loan is
also secured by way of lien and over the collection account in favour of security agent in terms of
collection arrangement entered into between company and security agent and personal
guarantees of all the Directors of the Company.

Under the terms of the agreement, the Company is under restriction from lenders that until the
entire amount of purchase price and all other amounts due and payable by the Company have
been paid in full to the satisfaction of lender, the Company shall not except with the prior written
consent of the long term finance facility - syndicate, declare any dividend if the Company is in non-
compliance with the financial covenants or if the declaration and payment of such dividend will

result in breach of any of the financial covenants contained in the agreement. Directors loan to the
extent of Rs 1,250 million is subordinated to this loan.

9.2 The Bank of Punjab - Term Finance

This loan has been obtained from Bank of Punjab for purchase of Corporate Office located at 66-L,
Gulberg 11, Lahore.

Principle repayment

This loan is repayable in 16 quarterly installments commencing from December 2015 and ending
in December 2019,

Rate of return

The interest is payable quarterly at a rate of three months KIBOR plus 350 bps per annum.
Security

This loan is secured by way of token registered Mortgage of Rs. 0.1 million along with equitable
mortgage of marked-up amount over Head Office land and building measuring 2 Kanals 16 Marlas
111 Sqft situated at 66-L, Gulberg 11, Lahore and personal guarantees of all sponsor Directors of
the Company.

9.3 (a) Pak Oman Investment Company Limited

This loan has been obtained from Pak Oman Investment Company Limited for balancing of plant
and machinery for Unit Ill located at Muzaffargarh.

Principle repayment

This loan is repayable in 14 quarterly installments, with grace period of six months, commencing
from September 2014 and ending in September 2018,
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Rate of return
The interest is payable quarterly at a rate of six months KIBOR plus 300 bps per annum.

Security

This loan is secured by way of 1st pari passu charge over fixed assets including land, building,
plant and machinery located at Unit [Il, with 25% margin over the facility amount and personal
guarantee of all Directors of the Company.

9.3 (b) Pak Oman Investment Company Limited

This loan has been obtained from Pak Oman Investment Company Limited to partially finance
capital expenditure undertaken in the year ending 30 Septermber 2017,

Principl

This loan is repayable in 12 equal quarterly installments, with grace period of one year
commencing from April 2018 and ending in April 2021.

Rate of return
The interest is payable quarterly at a rate of six months KIBOR plus 250 bps per annum.

Security

This loan is secured by way of 1st pari passu charge over fixed assets including land, building,
plant and machinery located at Unit 111, with 25% margin over the facility amount and personal
guarantee of all Directors of the Company.

9.4  National Bank of Pakistan - Syndicated Term Finance

This syndicated loan has been obtained from consortium of banks comprising of National Bank of
Pakistan, The Bank of Punjab, Sindh Bank Limited, Soneri Bank Limited, Pak Libya Holding
Company (Private]) Limited and First Credit and Investment Bank Limited. The Company has
obtained this syndicated loan to optimize efficiency and upgradation of Tandlianwala Sugar
production Units [, Il and Il located at Kanjwani, D.l. Khan and Muzaffargarh respectively.

Principl

This loan is repayable in 16 consecutive quarterly installments, with grace period of two years,
commencing from April 2019 and ending in January 2023.

Rate of return

The interest is payable quarterly at a rate of three months KIBOR plus 200 bps per annum.
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Security

This loan is secured by way of first parri passu hypothecation charge over all present and future
moveable fixed assets and mortgage over land and building and any other immovable property of
the Company (Unit I, II & U} for an amount of Rs. 3,200 million with 25% margin
over the facility amount, respectively. The loan is also secured by ways of assignment of all
insurances as co-loss payee or assignee, lien on project accounts and personal guarantees of all
sponsors / directors along with all net worth statements.

The lenders have subordinated the repayment of any debts or finance facilities availed from the
Sponsors, Directors and the associated companies till the entire liabilities of the Company towards
the Syndicate are repaid.

9.5 Al Baraka Bank Pakistan Limited - Diminishing Musharika

This loan was obtained from Al Baraka Bank Pakistan Limited under the musharika agreement to
acquire steam turbine generator located at Unit Il Muzaffargarh.

Principle repayment

This loan is repayable in 12 quarterly installments commencing from November 2015 and ending
in February 2018.

Rate of return
The interest is payable quarterly at a rate of six months KIBOR plus 300 bps per annum.

Security

This loan is secured by way of pari passu charge of Rs. 100 million over all fixed and moveable
assets including land, building and machinery of Unit [ll, located at Muzaffargarh. This loan is also
secured by personal guarantee of all the Directors of the Company.

9.6 First Punjab Modaraba - Diminishing Musharika

This loan was obtained from First Punjab Modaraba under the diminishing musharika agreement
to acquire thirteen vehicles of brands namely Toyota, Honda and Tractors,

Principl

This loan is repayable in 36 monthly installments commencing from January 2015 and ending in
February 2018,

Rate of return

The interest is payable monthly at a rate of six months KIBOR plus 400 bps per annum.

s it

Vehicles are registered in the name of First Punjab Modaraba as security . This is also secured by
personal guarantee of all the Directors of the Company.

9.7 Due installments were paid during the year, except for the installments due on 30 September 2017
that were paid subsequent to the year end.
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Liabilities against assets subject to finance lease - secured

The liahility against assets subject to finance lease represents the lease entered into with financial institutions,

Present value of minimum lease payments
Less: current portion of non-current liabilities

Note

14

2017 2016
Rupees Rupees
615,672,840 152,575,368
(126,227,915)  (115,212,505]
489,444,925 37,312,883

The amount of future minimum lease payments along with their present value and the periods during which they will

fall due are:

Particulars Nate

Not later than one year 14
Later than one year and not later
than five years

Mat later than one year 14
Later than one year and not later
than five years

Salient features of the leases are as follows:

Discount factor (%)

Term of lease (years)
Security deposits (%)

2017
Minimum Future
Present
lease finance
value
payments cost
****************** Rupees ---------«--c----
163,171,555 36,943,640 126,227,915
525,716,134 36,271,209 489,444,925
6B, 887,689 73,214,849 615,672,840
2016
Minimum Future
: Present
lease finance
value
payments Cost
------------------ Rupges --«<cccccaaaaaaa.
120,341,131 5,128,626 115212505
40,692,000 3,379,117 37,312,883
161,033,131 8,507,743 152,525,388
2017 2016
994 -11.40 10.06-12.07
3-5 3-5
10-22.83 10

10.1  The Company has entered into various lease agreements with financial institutions for plant and machinery and
vehicles. Lease rentals are payable on monthly basis. All lease agreements carry renewal option at the end of
lease period, however, the Company intends to exercise its option to purchase the leased assets upon
completion of the respective lease terms. All leases are secured against personal guarantees of Directors, Chief
Executive Officer and different amount of post dated cheque. Residual value of the leased assets has already
been paid at the inception of the lease in the form of security deposits, There are no financial restrictions

imposed by lessors, Taxes, repairs, replacements and insurance costs are borne by the lessee,

Advances from customers - unsecured

These represent interest free advances received against sale of sugar from 2018 - 2019 production,
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12

Deferred liabilities Naote
Staff retirement benefits - Grotuity 12.1
Deferred taxation 12.2
12.1  Staff retirement benefits - Gratuity

2017 2016
Rupees Rupees
310,560,559 245,194,213

8,443,728 23,746,159
319,004,287 268,940,372

The latest actuarial valuation of the Company's defined benefit plan, was conducted at September 30, 2017
using projected unit credit method. Detail of obligation for defined benefit plan is as follows:

Annual Report 2017

2017 2016
Naote Rupees Rupees
Present value of defined benefit obligation 12.1.1 310,560,559 245,194,213
Liahility as at 30 September 310,560,559 245,194,213
12.1.1 Movement in liability for defined
benefit obligation
Present value of defined benefit
obligation as at 01 October 245,194,213 187,602,200
Current service cost for the year 12,13 35,521,789 33,798,389
Interest cost for the year 12.1.3 15,290,366 16,100,950
Benefits paid during the year (11,689,391) (2,018,537)
Actuarial loss on present value of
defined benefit obligation 12.1.2 26,243,582 9,711,211
Present value of defined benefit obligation
as at 30 September 310,560,559 245,194,213
12.1.2 Changes in actuarial gains
Opening acturial gain -
Actuarial (loss) during the year (26,243,582) (9,711,211)
Charge ta other comprehensive incame 26,243,582 9,711,211
Unrecognized actuarial gains - -
12.1.3 Charge for the vear
Inprofit and loss account
Current service cost 35,521,789 33,798,389
Interest cost 15,290,366 16,100,950
Net amount chargeable to profit and loss account 50,812,155 49,899 330
n other comprehensive income
Actuarial loss on defined benefit obligation 26,243,582 9,711,211
77,055,737 59,610,550
2017 2016 2015 2014 2013
Rupees Rupees Rupees Rupees Rupees
Hi ical Inf .
Present value of defined
benefit obligations 310,560,559 245,194,213 187602200 147,729,780 114,176,546
Experience adjustment
arising on plan liability
losses [ (gains) 26,243,582 9,711,211 [6,096,992) 1,148,513 6,673,637
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12.1.4 Assumptions used for valuation of defined benefit schemes

2017 2016
Discount rate used for interest cost 7.25% 9.25%
Discount rate used for vear ended obligation 8.00% 7.25%
Expected rates of salary increase
in future 7.00%, 6.25%
Expected mortality rate SLIC 2001-2005 SLIC 2001-2005
Setback 1 Year Setback 1 Year
Withdrawal Rates Age-Based Age-Based
(per appendix) (per appendix)
Retirement age 60 yvears 60 years

12.1.5 Expected expense for next year

The expected expense for the gratuity scheme for the year ending 30 September 2018 works out to Rs, 60.54
million.

12.1.6 The Plan exposes the Company to the actuarial risks such as:
Salary risks

The risk that the final salary at the time of cessation of service is greater than what we assumed. Since the
benefit is calculated on the final salary (which will closely reflect inflation and other macroeconomic factors),
the benefit amount increases as salary increases.

Mortality / withdrawal risks

The risks that the actual mortality / withdrawal experiences is different. The effect depends upon beneficiaries’
service / age distribution and the entitled benefits of the beneficiary.

12.1.7 Gratuity scheme entitles the members to gratuity on resignation, termination, early retirement, retrenchment,
death and dismissal based on the Company's Service rules. Gratuity is based on the last month basic salary for
each year of service.

12.1.8 The average duration of the defined benefit obligation is 7 Years,

12.1.9 Sensitivity analysis

If the significant actuarial assumptions used to estimate the defined benefit obligation at the reporting date, had
fluctuated by 100 bps with all other variables held constant, the impact on present value of the defined benefit
obligation as at 30 September 2017 would have been as follows:

Gratuity
Impact on present value of defined
benefit obligation
Increase 100 bps  Decrease 100 bps
------------ Rupees------------

Discount rate movement 260,355,717 299,959,236
Future salary movement 300,305,005 259,725,632
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12.2

12.2.1

12.2.2

Deferred taxation

Deferred tax liability on taxable temporary
differences arising in respect of:

- Accelerated tax depreciation
- Leased assets - net

Deferred tax asset on deductible temporary
differences arising in respect of:

- Unused tax losses and tax credits
- Staff retirement benefits
- Provision for Waorker's Profit Participation Fund

Movement in deferred tax balances is as follows:
As at 01 October

Recognized in profit and loss account:

- Accelerated tax depreciation on operating fixed assets
- Leased assets - net

- Unused tax losses and tax credits

- Staff retirement benefits

- Prowvision for Worker's Profit Participation Fund

Recognized in other comprehensive income:
- Staff retirement benefits

Note

12.2.2

2017
Rupees

1,362,229,021
43,335,762

(1,324,745,783)

2016
Rupees

1.216874,780
43,729,522

(1,174,165,221)

(67,081,081) (52,226,367)
(5,294,191) {10,466,555)
8,443,728 23,746,159
23,746,159 41,768,921
145,354,241 (5,889,087)
(393,760) 5,555,195
(150,580,562) 4,875,941
(2,186,100) {10,029,768)
5,172,364 {10,466,555)
(9,633,817) (15,954,274)
(5,668,614) (2.068,488)
8,443,728 23,746,159

As at 30 September 2017 deferred tax asset amounting to Bs. 91161 million (2016: Rs. 999.36 million) on
unused tax losses has not been recognized in these financial statements as sufficient taxable profits are not
expected to be probable against which the Company can use benefits therefrom. Management is of the view
that recognition of deferred tax asset shall be re-assessed on 30 September 2018, Tax losses amounting to Rs.
65227 million, Rs. 81574 million, Rs. 981.82 million and Rs. 58888 million will expire in tax year 2019, 2020,

2021 and 2022 respectively,

Short term borrowings - secured

Interest rate 2017 2016
Banking & Financial [nstitutions % Rupees Rupees
Mark-up based borrowings from
conventional banks:
Cash finance #8.15-10.14 7,920,026,095 2,672,776,610
Running finance 8.29-9.53 159,999,137 99,934,198
Export refinance 3.00 2,116,000,000 2,386,658,000
10,196,025,232 5,159,368 808
Islamic mode of financing:
Bai-Salam 9.48 - 9.87 = 100,000,000
10,196,025,232 5,2549,368,808

The Company has availed short term borrowing facilities from various commercial banks under mark-up arrangements
having aggregate sanctioned limits of Rs, 13,450 million [2016: Rs. 11,725 million]. These facilities are secured against
different securities including pledge of stock-in-trade, lien on debtors, charge over the present and future current and
fived assets, lien on exports documents and personal guarantees of the sponsoring Directors. The pledge based
outstanding borrowings out of the above outstanding borrowings are secured against pledge of stock-in-trade
amounting to Rs, 10,645 million (2016: Rs 3,515 million).
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2017 2016
14  Current portion of non-current liabilities Note Rupees Rupees
Long term finances - secured g 504,304,463 493,275,335
Liabilities against assets subject to
finance lease - secured 0 126,227,915 115,212,505
630,532,378 608,487,840
15  Trade and other payables
Trade and other creditors 1,045,715,770 483,270,739
Creditors for capital expenditure 915,316,682 439,672,443
Advances from customers 151 2,234,810,215 268,937,635
Retention money payable 15,585,002 15,504,795
Federal Excise Duty and Sales Tax payable - 76,636,620
Income tax deducted at source 4,482,386 6,863,043
Workers' Profit Participation Fund 15.2 24,510,145 49,138,758
Accrued liabilities 57,792,361 60,281,718
Other liabilities 148,856,260 131,850,347

4,447,068,821 1,532,156,098

15.1  This includes Rs. 158.13 million received from Trading Corporation of Pakistan ("TCP") against
sale of sugar. In the year 2009 the Food Directorate of the Government, in conjunction with the
law enforcement agencies lifted and sold TCP sugar stocks, despite protest from the Company.

This lifting of the sugar stocks by Government constituted an event of force majeure under
clause 12 of terms of tenders and the tenders would, therefore, be discharged due to frustration
of the contract. Accordingly the management, based on the legal opinion, is of the view that the
Company after the event of force majeure is not required to make delivery of sugar to TCP and
no penalties or incidental charges will arise on non performance of the contract. Further, the
Company agreed to settle the remaining amount to TCP subject to reconciliation of quantity

16

forcibly lifted by TCP which to-date is pending.

15.2 Workers' Profit Participation Fund

Opening balance
Expense for the year

Payments made on behalf of

Workers' Profit Participation Fund

Interest and markup accrued

Mark-up on borrowings from conventional banlks:

Long term loans - secured

Short term borrowings - secured

Rental on islamic mode of financing:

Short term borrowings - secured

2017 2016
Rupees Rupees
49,138,758 30,725,975
24,510,145 49,138,758

(49,138,758) (30,725,975)
24,510,145 49,138,758

2017 2016
Rupees Rupees
60,598,857 26,916,284

199,716,453 81,043,279
260,315,310 107,959,563

o 1,714,273
260,315,310 109673836
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17  Contingencies and commitments

17.1 Contingencies

(i) The Government of Punjab under the powers conferred through the Punjab Excise Act,
1914 levied a charge of Rs. 2 per litre on manufacturing of spirit (ethanol) on 03 July
2012, The management filed writ petitions no 18347 /2012 and 33334/2014 against
the above levy in the Honorable Lahore High Court ("the Court"). The Court, vide order
dated 15 July 2016, dismissed the aforementioned writ petitions.

Thereafter, the Company filed an Intra Court Appeal No. 1219/2016, of the same title,
against the aforementioned order of the Court. This Intra Court Appeal was dismissed
vide order dated 10 October 2017 on the technical ground of maintainability. The Court
stated in the aforementioned order that the remedy of Intra Court Appeal did not lie
against the Order dated 15 July 2016, and therefore, dismissed the appeal. However, an
Honorable Division Bench of the Court vide Order dated 10 August 2016, directed the
Company along with other petitioners to deposit the excise duty payable under the
impugned notification with the Deputy Registrar (Judicial), Lahore High Court, and
restrained the respondents from collecting the same from the Company. The same
interim order holds the field till date. Till date the Company has deposited Rs. 41.51
million with the Deputed Registrar [Judicial), Lahore High Court which is disclosed in
note 23 to the financial statements.

The Company then filed CPLA No. 4330/2017 against the Order dated 10 October 2017.
The Honorable Supreme Court of Pakistan has set aside the Order dated 10 October
2017, and remanded the matter back to the Court for decision on merits vide order
dated 200 November 2017. However, no date for hearing has been fixed till date against
the above mentioned order.

Based on the opinion of the Company's legal counsel the management is confident of
favourable outcome regarding this case, hence no provision has been recognised in
these financial statements.

17.2 Commitments

(i) The Company has capital commitments of Rs. 338.46 million (2016: Rs. 202.16 million)
on account of import of machinery and its related components.

(if) The Company has given a bank guarantee with 100% cash margin of Rs. 2 million
[2016: Rs. 2 million) to the Excise and Taxation Department for the export of ethanol in
relation to contingency as discussed in note 17.1 (i).

(iii) The amount of future ljarah rentals for ljarah financing and the period in which these
payments will become due are as follows:

2017 2016
Rupees Rupees
Mot later than one year 30,885,084 1,785,629
Later than one year and not later than five years 96,252,514 )
127,137,598 1,785,629

The Company has entered into ljarah lease agreements with Al-Baraka Bank Pakistan Limited
and Orix Leasing Company for vehicles and plant and machinery. Ijarah rentals are payable on
monthly basis. The vehicles and plant and machinery shall be returned to the lessor at the end
of the ljarah lease term. During the ljarah lease term all rights, title and exclusive ownership of
the wvehicles shall at all times remain vested in the lessor. Taxes, repairs, replacements and
insurance costs are borne by the lessee.
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18.3  Capital work in progress
Owned

Civil works
Advances

Plant and machinery
Electric equipment
Other

18.3.1 Movement in the accounts is as follows:

Opening balance as at 01 Octoher

Additions made during the year:

Advances

Civil works

Plant and machinery
Electric equipment
Other

Capitalized during the year:

Advances
Civil works
Plant and machinery

Closing balance as at 30 September

Note

18.3.2

2017 2016
Rupees Rupees

- 68,373,989
218,376,145 41,303,733
292,040,230 435,780,360
167,134,239 13,056,650
36,242,222 2,078,000
713,792,836 560,592,732
560,592,732 12,422,053
218,376,145 41,303,733
244,349,823 87,538,946
2,431,368,345 435,500,622
154,077,589 13,056,650
34,164,222 2,078,000
3,082,336,124 579,477,951

(41,303,733) :

(312,723,811) (31,307,272)

(2,575,108,476)

(2,929,136,020)

(31,307,272)

713,792,836

560,592,732

18.3.2 Additions to capital work in progress also include borrowing costs capitalized amounting to Rs,
67.94 million [2016: Nil) relating to specific borrowing obtained for plant efficiency and
upgradation at all three units (Unit I, Unit II, Unit 111) of the Company at the rates ranging from

8.09% to 8.15% (2016: Nil).

Long term deposits

Deposits against leased assets
Others

Stores, spare parts and loose tools

Stores and spare parts

il and lubricants

Stock-in-trade

Raw materials
Finished goods

2017 2016
Rupees Rupees
105,100,013 10,645,969
18,973,175 18,273,175
124,073,188 28,919,144
2017 2016
Rupees Rupees
1,012,949,698 746,032,106
19,696,413 19,865,999
1,032,646,111 765,898,105
873,608,865 44,358,779
7,940,792,263 2,934,509,112
8,814,401,128 2,978,867,891

21,1 The amount charged to profit and loss account on account of write down of finished goods and raw
materials to net realizable value amounted to Rs. 93.59 million at year ended 30 September 2017,
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22  Trade debts - considered good

These include amount due from Riaz Bottlers [Pvt) Limited, an associated company against top gas
amounting to Rs. 9.14 million (2016: Rs. 19.99 million] in the normal course of business and is over due by

less than 180 days.

2017 2016
23 Advances, deposits, prepayments and Note Rupees Rupees
other receivables

Advances to sugar cane growers -

unsecured, considered good 16,015,430 12,838,435

Advances to suppliers and contractors -

unsecured, considered good 23.1 292,353,940 84,177,916
Advances to staff - unsecured, considered good

- against expenses 7,239,894 10,008,204

- against salaries 23.2 3,465,602 15,321,223

Lease and other deposits 152,013,699 100,192,557

Advances against Letter of Credits - secured 63,438,962 19,656,639

Prepayments 11,878,423 10,345,632

Inland export subsidy 23.3 133,187,750 133,187,750

Export support on sugar 234 49,428,050 303,513,050

Sales tax receivable 68,847,915 -

Deposits with the Deputy Registrar (Judicial),

Lahore High Court 41,506,530

Other receivables 4,346,873 4,528,833

843,723,068 693,770,239

23.1  This represents unsecured interest free advances to contractors and suppliers for normal repair
and maintenance.

23.2 This includes amount receivable from Mr. Aftab Ali Khan and Mr. Talat Mehmood, executives of the
Company amounting to Rs. 3.22 million and Rs. 1.25 million (2016: Rs. 13.80 million) respectively.

23.3  This represents inland export subsidy provided to exporters of sugar in the year 2013 and 2014 at
the rate of Rs. 1.75 and Rs. 1.00 per kg of sugar exported through SRO 7(2)/2012-E-11T (Vol-IV)
dated 30 September 2013.

23.4  This represents export support on sugar provided to exporters with inland freight support of Nil
(2016: Rs. 3 per kg) and export support of Nil (2016: Rs. 10 per kg) pursuant to Letter No.
F.2(3)/CF-C/2014 of 2016 issued by the State Bank of Pakistan under directions of Government of
Pakistan dated 06 April 2016.

2017 2016
24  Cash and bank balances Note Rupees Rupees
Cash in hand 1,210,132 1,594,603
Cash at bank
- current accounts 439,777,734 55,363,532
- 5aving accounts 24.1 246,778,379 9,978,432
686,556,113 65,341,964
687,766,245 66,936,567

24,1 These carry mark up at the rates ranging from 3.75% to 5.55% per annum [2016: 3.00% to 4.50%

per annum).
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Nate
Sales - net

Local:
Sugar
Ethanol
Top Gas
Fusel Oil

Export:
Sugar 25.1
Ethanol

Less:  Sales tax
Federal Excise Duty

2017 2016
Rupees Rupees

10,312,912,947 14,792,006,172
176,371,544 129,208,940
219,228,215 291,426,481

z 731,000

10,708,512,706 15,213,372,593
899,912,975 1,883.815,258
3,443,354,871 2,790,026,602

4,343,267,846 4,673,841,860

15,051,780,552 19.B87,214,453

57,480,332 61,316,931

1,090,314,741

1,150,843,397

1,147,795,073

1,212,160,328

13,903,985,479

18,675,054,125

25.1 This also includes export support amounting to Rs. Nil (2016: 330 million) as disclosed in note 23.4 to

these financial statements,

Note
Cost of sales
Raw material consumed
Salaries, wages and other benefits 26.1
Depreciation 18.2.1
Stores and spare parts consumed
Fuel and power
Repair and maintenance
Vehicle running expenses
Insurance
ljarah rentals
Other expenses
Add: Opening stock
- raw material 21
- finished goods 21
Less: Closing stock
- raw material 21
- finished goods 21

2017 2016
Rupees Rupees
15.639,038,821 13,442,643,213
533,768,683 447,108,335
557,134,786 545,457,463
426,873,795 371,947,944
120,155,431 107,463,868
235,553,229 229,839,133
17,024,535 15,709,484
43,266,852 40,031,196
13,073,488 .
19,259,624 14,454,589
17.605,149,244 15,214,655,225
44,358,779 2,530,249
2,934,509,112 4,019,816,329
20,584,017,135 19,237,001,803
(873,608,865) (44,358,779)
(7,940,792,263) (2,934,509,112)
11,769,616,007 16258133912

26.1  Salaries, wages and other benefits include Rs. 37.84 million (2016: Rs. 34.67 million) in respect of staff

retirement benefirs.
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2017 2016
Naote Rupees Rupees

Administrative expenses
Salaries and other benefits 271 268,752,379 218,376,368
Rent, rates and taxes 7,759,624 6,854,908
Depreciation 18.2.1 24,067,666 23,891,768
Utilities expenses 1,766,987 2,854,555
Printing and stationery 3,853,285 7.664,940
Insurance 3,216,801 2482421
Postage, telephone and telegrams 7,150,079 7,016,966
Repair and maintenance 6,511,412 5,301,817
Travelling and conveyance 61,741,654 45,389,040
Subscription, books and periodicals 7,865,470 3,596,750
Legal and professional charges 6,222,487 6,459,160
Auditors' remuneration 272 3,081,129 2,662,000
Entertainment 12,786,167 13,291,362
ljarah lease rentals 1,094,494 8,145,489
Other expenses 25,337,571 21,657,501

441,207,205 375,645,045
27.1  Salaries, wages and other benefits include Rs. 12.97 million (2016: Rs. 15.23 million] in respect of staff

retirement benefit.

2017 2016
Naote Rupees Rupees
272 Auditors’ remuneration
Audit fee 2,126,250 1,925,000
Half yearly review 697,725 495,000
Out of pocket expenses 257,154 242,000
3,081,129 2,662,000
Distribution expenses
Handling and distribution 118,382,617 92,522,547
Transportation 170,618,155 167,068,509
Others 61,892,671 46,759,918
350,893,443 306,350,974
Other income
Income from financial assets
Profit on saving accounts 28,414,436 2,165,750
[ncome from non-financial assets
Profit on disposal of property, plant and equipment 1822 1,382,249 830,869
Foreign exchange gain 6,449,456 6,478,172
Export support 234 - 99,019,862
36,246,141 108,494,653
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2017 2016
Finance cost Note Rupees Rupees
Mark-up bazed lpans from conventional banks
- Long term loans - secured 175,596,658 142,449,635
- Short term borrowings - secured 708,630,717 652,732,348
- Finance leases - secured 30,963,635 7,513,546
915,191,010 B0Z,695,529
et i ’
- Long term finances - secured 2,814,720 6,466,489
- Short term borrowings - secured 18,846,688 31,648,661
21,661,408 36,115,150
Bank charges 2,370,255 2,343,185
Other charges 17,031,811 17,489,818
19,402,066 19,833,003
Less: Borrowing costs capitalized 1832 (67,942,418) -
888,312,066 Ba0,643,682
Other Expenses
Donations 311 4,566,792 -
Waorkers' Profit Participation Fund 15.2 24,510,145 49,138,758
29,076,937 49,138,758

31.1  During the year the Company has made donation to Institute of Policy Reforms situated at 4 - Shami
Road Lahore Cantt, Pakistan in which Mr. Akbar Khan is a Director, None of other Directors of the
Company or their spouses have any interest in, or are otherwise associated with the recipient of

donation.

Taxation

Income tax
- Clrrent

Deferred tax

32.1  Tax Charge Reconciliation

Numerical reconciliation between tax expense
and accounting profit

Effect of tax credits

Effect of minimum tax

Effect of final tax regime

Effect of temporary differences

Effect of tax on undistributed reserves

3228323 : 51,623,606
1221 [9,633,817) [15954,274)
[(9.633,.817) 35,669,332
Applicable tax rate as per Income Tax Ordinance, 2001 30% 3%
-37.65% -27.28%
1.99%, 12.65%
-1.84% -23.65%
-2.09% -1.71%
7.50% 12.81%
-32.09% -27.18%
Average effective tax rate charged to profit and loss account -2.09% 3.82%
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32.2  In view of available tax losses, the provision for current tax represents tax under 'Final Tax Regime'
(FTR) and tax on minimum turnover u/s 113, of Income Tax Ordinance, 2001. Tax charge [ both
normal tax and final tax) for current year amounting to Rs. 139,04 million has been adjusted against
the tax credit of Rs. 261.95 million related to balancing, modernisation and replacement of plant and
machinery already installed, as available u/s 658 of the Income Tax Ordinance, 2001. Minimum tax is
availahle for set off for five vears against any normal tax liabilities arising in future years.

Tax under 'Final Tax Regime' represents tax on export of sugar and ethanol and is treated as a full and
final discharge of tax liability u/s 154 of Income Tax Ordinance, 2001, Current tax includes tax under
FTR amounting to Rs. 43.43 million (2016: Rs. 46.74 million).

32.3  Through Finance Act, 2017 provisions of section 5A of the Income Tax Ordinance, 2001 have been
substituted to the effect that for tax year 2017 and onwards a tax at the rate of 7.5% of accounting
profit before tax is leviable to a public limited company other than schedule bank or a modarba that
derives profit for a tax year but does not distribute (by way of cash or bonus shares] at least 40% of
after tax profits within six months of end of tax year.

Tax on undistributed reserves amounting to Rs. 3458 million [2016: Rs. 114.99 million) has been
adjusted against the credits of minimum tax available for set off agaisnt this tax liability.

32.4  Super tax under section 4 (a) of the Income Tax Ordinance, 2001 is not applicable to the Company as
the imputable income does not meet the threshold of Rs. 500 million.

32.5  Certain other tax cases not involving material amounts are pending against the Company against
which the Company expects favourable outcomes and hence have not been provided for in these
accounts,

Earnings per share

33.1  Earnings per share - basic and diluted 2017 2016
Profit after taxation Rupees 470,759,779 B97.967,075
Weighted average number of ordinary shares No. of shares 117,706,300 117,706,300
Basic earnings per share Rupees 4.00 7.63

33.2  Diluted earnings per share

There is no dilution effect on the basic earnings per share as the Company does not have any
convertible instruments in issue as at 30 September 2017.

2017 2016
Nate Rupees Rupees
Cash and cash equivalents
Cash and bank balances 24 687,766,245 66,936,567
Running finance 13 (159,999,137) (99,934,198)
527,767,108 (32,997.631)
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Capacity and production
2017
Sugar plant Unit 1 Unit 11 Unit 111 Total
Crushing capacity [Metric tons) 812,500 1,500,000 1,687,500 4,000,000
based on 125 days - (Season 2016-2017)
Sugar produced [Metric tons) 64,441 102,417 136,284 303,142
Recovery ratio 9.00% 9.23% 9.58% 9.33%
Under utilisation of capacity is due to working capital constraints.
2016

Sugar plant Hnit 1 Unit 11 Unit [T Tatal
Crushing capacity [Metric tons) #12,500 1,500,000 1,687,500 4,000,000
based on 125 days - (Season 2015-2016)
Sugar produced [Metric tons) 50,392 76474 120,512 247378
Recovery ratio B.58% 9.01% 10.12%, 9.420%
Under utilisation of capacity is due to the fact that during the season there was shortage of sugarcane,
Ethanol - Distillery pland | 2017 2016
Rated capacity [Litres)

hased on 300 days 37,500,000 37,500,000
Actual production (Litres) 34,300,108 28,039,715
Etl I Distill lant I
Rated capacity {Liters)
hased on 300 days 39,000,000 39,000,000
Actual production [Liters) 40,101,865 35314786
Top Gas - Carbon divxide plant
Rated capacity {Metric tons)

based on 300 days 14,400 14,400
Actual production {Metric tons) 9466 9,094

Falr value measurement of financial instruments

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.

Underlying the definition of fair value is the presumption that the Company is a going concern and there is no intention or

requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.

A financial instrument is regarded as quoted in an active market if quoted price is readily and regularly available from an
exchange dealer, broker, Industry group, pricing service, or regulatory agency, and that price represents actual and regularly

pceurring market transactions on an arm's length basis,

[FRS 13 "Fair Value Measurement' requires the Company to classify fair value measurements using a fair 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 that entity can access at measurement date [Level 1)
- Inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly

(ke as prices) or indirectly (Le, derived from prices) (level 2)

Inputs for the asset or lizbility that are not based on observable market data [ie. unobservable] inputs [Level 3)

Transfer between levels of the fair value hierarchy are recognized at the end of the reporting period during which the changes

have pecurred,
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The following table shows the carrying amounts and fair values of financial assets and financial liabifities, including their levels

In the fair value hierarchy;

Financial assets - not measured of foir value

Long term deposits

Trade debts - considered good
Advances, deposits, prepayments and
other receivahles

:ash and bank balances

Long term finances - secured

Liabilities against assets subject to finance lease - secured
Short term borrowings - secured

Current portion of non-current liabilities

Trade and other payvables

Interest and markup accrued

Long term deposits

Trade debts - considered good
Advances, deposits, prepayments and
other receivables

Cash and bank balances

Einancial labilities - not measured at faic value

Long term finances - secured

Liahilities against assets subject to finance lease - secured
Short term borrowings - secured

Current portion of non-current liahilities

Trade and other payahles

Interest and markup accrued

36.1 Fair value versus carrying amounts

The Company has not disclosed the fair values of these financial assets and liabilities as these are for short term or

repriced over short term. Therefore, thelr carrying amounts are reasonable approximation of fair value.

Annual Report 2017

TANDLIANWALA

Carrying amount
Loans and Other financial Total
receivables liabilities
----..-.----.--.---.-----.-.-.-Hupees--.-.-.----..----.-.-.---.-.---
18,973,175 18,973,175
20,113,724 2 20,113,724
7,812,475 7,812,475
6H7, 766,245 < 687,766,245
734,665,619 - 734,665,619
2,771,675,932 2,771,675,932
- 489,444,925 489,444,925
10,196,025,232 10,196,025,232
630,532,378 630,532,378
2,167,681,073 2,167,681,073
260,315,310 260,315,310
- 16,515,674,850 16,515,674,850
Carrying amount
Loans and Other financial
receivables at liabilities at Total
amortized cost amortized cost
----------------------------- RUpees -« cccmeecuncanennainiananans
18,273,175 = 18,273,175
21,246,615 = 21,246,615
19,850,056 19,850,056
66,936,567 66,936,567
126,306,413 - 126,306,413
915,998,593 915,998,593
37,312,883 37312883
5,2509,368.808 5,259 368,808
GOE 487 840 GOB A48T 840
1,115,075,247 1,115,075.247
- 109,673,836 109,673,836
B8.045917.207 8,045917207
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37 Financial risk management
The Company has exposure Lo the following risks from its use of financial instruments:

- Credit risk
= Market risk
- Liguidity risk

This note presents information about the Company’s exposure to each of the above risks, the Company’s objectives, policies and
processes for measuring and managing risk, and the Company’s management of capital.

37.1 Risk management framewnrk

The Board of Directors has overall responsibility for establishment and over-sight of the Company's risk management
framework. The executive management team is responsible for developing and menitoring the Company's risk management
policies. The team regularly meets and any changes and compliance issues are reported to the Board of Directors through
the Audit Committee,

The Company’s risk management policies are established to ldentify and analyze the risks faced by the Company, to set
appropriate risk limits and contrels, and to monitor risks and adherence to limits, Risk management policies and systems are
reviewed regularly to reflect changes in market conditions and the Company's activities. The Company, through its training
and management standards and procedures, aims to develop a disciplined and constructive control environment in which all
employees understand their roles and cbligations,

The Company’s Audit Committee oversees how management moenitors compliance with the Company’s risk management
policies and procedures and reviews the adeguacy of the risk management framework in relation to the risks faced by the
Company. Audit committee is assisted in its oversight role by internal audit department. Internal audit department
undertakes both regular and ad hoc reviews of risk management controls and procedures, the results of which are reported
tor the audit committee,

372  Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet its
contractual obligations, and arises principally from the Company's receivables from customers and other parties. Out of the
total Ananclal assets of Rs 73467 million (2016: Bs, 126.31 million) financial assets which are subject to credit risk amount
te Bs, 733,46 millien [2016: Rs. 124.71 million],

The Company's exposure to credit risk is influenced mainly by the individual characteristics of each customer. To manage
exposure to credit risk in respect of trade receivables, management reviews credit worthiness, references, estahlish
purchase limits taking into account the customer's financial position, past experience and other factors. Export sales are
secured through letters of credit. The management has set a policy of making sales to customers on prepayment basis.

Concentration of credit risk arises when a number of counter parties are engaged in similar business activities or have
similar economic features that would cause their abilities to meet contractual ohligation to be similarly effected by the
changes in economic, political or other conditions. The Company believes that it is not exposed to major concentration of
credit risk

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure before any credit enhancements. The
maximum exposure to credit risk at the reporting date is:

2017 2016
Note Rupees Rupees
Long term deposits 19 18,973,175 18,273,175
Trade debts - considered good 22 20,113,724 21,246,615
Advances, deposits and other recelvable 7,812,475 19,850,056
Bank balances 24 686,556,113 65,341,964
733,455,487 124,711,810
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Trade debts
Trade debtor at the balance sheet date are classified in Pak Rupees.
2017 2016
Rupees Rupees
Local = unsecured, considered good 20,113,724 21,246,615
The aging of trade receivables at the reporting date is:
Related Parties Others Total
2017 2017 2017
Rupees Rupees Rupees
1 to 30 days 7,798,472 8,200,899 15,999,371
30 to 90 days 1,342,943 2,483,999 3,826,942
90 to 180 days = 287,411 287411
9,141,415 10,972,309 20,113,724
Related Parties Others Total
2016 2016 016
Rupees Rupees Rupees
1 to 30 days 13,740,975 1,248,476 14,989 .451
30 to 90 days 6,257,164 - 6,257,164
90 to 180 days - - .
19,998,139 1248476 21,246,615

Trade debts comprise solely of local customers, including Riaz Bottlers Private Limited, an associated company. These
include companies with very good credit history with the Company and are regular in their payments, The management
continuously monitors the repayment capacity and intention of their debtors and extends the credit periods to their
customers according to their credit history. Furthermore, the Company has recovered major porition of its trade debts
subsequent to the year. Resultantly no impairment allowance was necessary,

Bank balances

Credit risk is considered minimal since the counterparties have reasonably high credit ratings as determined by various
credit rating agencies. Due to long standing business relationships with these counterparties and considering their strong
financial standing, management does not expect non-performance by these counterparties on their obligations to the
Company. Following are the credit ratings of counterparties with external credit ratings:

Rating Rating 2017 2016
Short term Long term Agency Rupees Rupees

Al-Baraka Islamic Bank Al A PACRA 483,070 177,495
Allied Bank Limited Al+ A+ PACRA 429,301,102 3.864,801
Bank Alfalah Limited Al+ AA+ PACRA 2,597,332 1,899,873
The Bank of Punjab Al+ Ad PACRA 3,855,215 14,570,327
Bur| Bank A1 A JCR-V15 1,251,627 977642
Dubai Islamic Bank A1 Ad- JCR-V1S 733,291 383,698
Faysal Bank Limited Al+ A PACRA 827,281 197,087
Hahib Bank Limited A-1+ AAA JER-VIS 4,080,783 1,193,665
KASE Bank Limited C B PACRA - 725
MCE Bank Limited Al+ AAA PACRA 97,711,623 23,092,890
Meezan Bank Limited A-1+ A JCR-VIS 14,955,467 -
MIB Bank Limited Al+ Ad- PACRA 500,944 500,944
Mational Bank of Pakistan A-1+ AAA JCR-V15 1,625,978 3,178,332
Silk bank Limited A2 A- JCR-VIS - 241,060
Samba Bank Limited Al AA JCR-V1S 1,346,672 B6,676
Saudi Pak Bank A-1+ Ad+ JCR-VIS - -
Sindh Bank Limited A-1+ AA JCR-VIS 29,625,029 7,866,831
Soneri Bank Limited Al+ Al- PACRA 154,940 233,697
Summit Bank Limited A-1 A- JCR-VI15 389,126 417,407
The bank Of Khyber A1 A JCR-V15 227,222 353,177
United Bank Limited A-1+ AAA JCR-V15 96,889,411 6,135,637

686,556,113 65,341,964
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37.4 Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices will affect
the Company's income or the value of its holdings of financial instruments, The objective of market risk management is to
manage and control market risk exposures within acceptable parameters, while optimizing return. Market risk comprises of
currency risk, interest rate risk and other price risk.

37.4.1 Currency risk
Currency risk is the risk that fair values or future cash flows of a financial instrument will luctuate because of changes in foreign
exchange rates. Currency risk arises from sales, purchases and resulting balances that are denominated in a currency other than

functional currency. The Company’s potential currency exposure comprises of:

= Transactional exposure in respect of non functional currency monetary items
- Transactional exposure in respect of non functional currency expenditure and revenues.

The patential currency exposures are discussed helow:

Monetary items, including financial assets and liabilities, denominated in currencies other than the functional currency of the
Company are periodically restated to rupee equivalent, and the associated gain or loss is taken to the profit and loss account.
The foreign currency risk related to monetary items (s managed as part of the risk management strategy.

Transactional e wre in r t of non functional cur expenditure and revenu
Monetary items, including financial assets and liabilities, denominated in currencies other than the functional currency of the

Company are perindically restated to rupee equivalent, and the associated gain or loss is taken to the profit and loss account,
The foreign currency risk related to monetary items is managed as part of the risk management strategy.

Exposure Lo currency risk

The Company's exposure to currency risk at the reporting date was as follows:

2017 2016
Rupees Rupees
Off balance sheet items
Outstanding letters of credit 338,460,000 202,164,218
Excl lied darti )

The following exchange rate has applied during the year on transactions involving foreign currency.

2017
Spot rate Dollar Average rate for
Buying Selling the year
usn
Exchange rate during the year on transactions
involving foreign currency 106.31 104.60 104.89
2016
Spot rate Dollar Average rate for
Buying Selling the year
B el L LR

Exchange rate during the vear on transactions
involving foreign currency 103.95 105.74 104.5

Annual Report 2017 @



TANDLIANWALA
SUGAR MILLS LTD.

Sensitivi i

At reporting date, if the PKR had strengthened by 10.00% against the foreign currencies with all other variables held constant,
profit for the vear would have been higher by the amount shown below, mainly as a result of net foreign exchange gain on
transtation of outstanding letters of credi,

2017 2016
Rupees Rupees
Effect on profit and loss
U5D to Rupee 33,846,000 20216422

The weakening of the PKR against foreign currencies would have had an equal but opposite impact on the profit

The sensitivity analysis prepared is not necessarily indicative of the effects on profit / (loss) for the year and assets / liabilities of
the Company.

Currency risk management
Since the maximum amount exposed to currency risk is only 1.31% [2016: 1.25%) of the Company’s total assets, any adverse /

favourable movement in the functional currency with respect to US dollar will not have any material impact on the operational
results,

37.4.2 Interest rate risk
Interest rate risk is the risk that the fair values or future cash flows of financial instruments will fluctuate due to changes in

market interest rates. Significant interest rate risk exposures are primarily managed by a mix of borrowings at variable interest
rates, At the reporting date the interest rate profile of the Company's significant interest bearing financial instruments was as

follows:
2017 2016 2017 2016
Effective rate in Carrying amount
----- Percentage --- - - -==s==-- RUpees-----=-=
Financial assets
Fixed rate instruments
Bank balances - saving accournts 3.70% to 5.55% 3.0% to 4.5% 246,778,379 9978432
2017 2016 2017 2016
Effective rate in Carrying amount
<=« Percentage - « - - - crascces RUpees-«ces--
Financial liabilities
Floati %
Long term finances - secured 7.05% to 10.62% B.81% to LL6Z% 3,275,980,395 1409273928
Liahilities against assets subject
to finance lease - secured 9.94%, to 13.66% 10.06% to 12.07% 8,507,743 152,525,368
Short term borrowings - secured B8.15% to 10.14% B.31% 1o 11.35% B,080,025,232 2872710808
Fixed rate nstruments
Export refinance facility - secured 3.00%, 3.006 to 4.5% 2,116,000,000 2,386,658,000

Fair val lysis for fixed .

The Company does not account for any fixed rate financial assets and liabilities at fair value through prefit or loss. Therefore a
change in interest rates at the reporting date would not affect profit and loss account.
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A change of 100 basis points in interest rates at the reporting date would have Increased [/ [(decreased) profit or (loss) for the
vear by the amounts shown helow. This analysis assumes that all other variables, in particular foreign currency rates, ramain

constant,
2017 2016
Rupees Rupees
Effect on profit [Increase) 113,645,134 44 345,101
Effect on profit [Decrease) (113,645,134) [44,345,101]

The sensitivity analysis prepared is not necessarily indicative of the effects on profit [/ (loss) for the year and assets / liabilities of
the Company.

The Company manages interest rate risk through risk management strategies where significant changes in gap position can he
adjusted. The short term borrowings and loans and advances by the Company have variable rate pricing that is mostly
dependent on KIBOR as indicated in respective notes.

37.4.3 Concentration of credit risk

Concentration of credit risk exists when the changes in economic or industry factors similarly affect groups of counterparties
whaose aggregate credit exposure is significant in relation to the Company’s total credit exposure. The Company’s portfolio of
financial instruments is broadly diversified and all other transactions are entered into with credit-worthy counterparties there-
by mitigating any significant concentrations of credit risk.

37.4.4 Other price risk

Other price risk is the risk that the fair value or future cash flows of a financial instrument will Auctuate because of changes in
market prices (other than those arising from interest rate risk or currency risk). The Company believes that it is not exposed to
other price risk

38  Capital management

The Board's policy is to maintain an efficient capital base so as to maintain investor, creditor and market confidence and to sustain the
future development of its business. The Beard of Directors menitors the return on capital employed, which the Company defines as
operating income divided by total capital employed. The Board of Directors also monitors the level of dividends to ordinary
shareholders.

The Company’s objectives when managing capital are:
(i}  tosafeguard the entity’s ability to continue as a going concern, so that it can continue to provide returns for shareholders and
benefits for other stake holder, and
{ii) to provide an adequate return to shareholders,
The Company manages the capital structure in the context of economic conditions and the risk characteristics of the underlying assets.
In arder to maintain or adjust the capital structure, the Company may, for example, adjust the amount of dividends paid to

shareholders, issue new shares, or sell assets to reduce debt. The Company monitors capital on the basis of the debt-to-equity ratio -
calculated as a ratie of total debt to equity,

The debt-to-equity ratios as at 30 September were as follows:

2017 2016
Rupees Rupees
Total debt 3.891,653,235 1,561,799,316
Total equity and debt 10,071,658427 7.291,619,697
Debt-to-equity ratio 399 21%

There were no changes in the Company's approach to capital management during the year. The Company is not subject to externally
imposed capital requirements, except those, related to maintenance of covenants including restriction on dividend declaration,
commaonly imposed by the providers of debt finance. Increas in gearing ratio is due to long term loan facilities availed during the yvear

for capital expenditure,
Annual Report 2017 @
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TANDLIANWALA

SUGAR MILLS LTD.

399 Reconciliations of reportable segment revenues,
profit and loss, assets and liabilities Total

2017 2016
Rupees Rupees

39.9.1 Revenues

Total revenue for reportable segments 15,760.814,648 20,134.761,235
Elimination of inter-segment revenue (1,856,829,169) [1.452,707,110)
Consolidated revenue 13,903,985479 18,675,054,125

39.9.2 Profit and loss before tax and other expenses

Total profit for reportable segments 490,202,899 982,775,165
Unallocated corpoerate expenses
- Other expenses [29,076,937) [4%,138,758)
- Taxation 9,633,817 [35.66%9,332)
Consolidated profit after tax 470,759,779 BY7 967,075
39.9.3 Assets
Total assets for reportable segments 25,740,952.953 16,203,561,700
Elimination of inter-segment assets - -
Consolidated assers 25,740,952,953 16,203,561,700

39.9.4 Liabilities

Total liabilities for reportable segments 19,560,947 494 10,473,741,319
Elimination of inter-segment labilities - -
Consolidated liabilities 19,560,94 7,494 10,473,741,319
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40

41

42

SUGAR MILLS LTD.

Remuneration of Chief Executive, Directors and Executives

The aggregate amounts charged in the financial statements for the year for remuneration, including all benefits to the Chief
Executive, Directors and Executives of the Company were as follows:

2017
Directors
Chief executive Executive Non - executive Executives
b it o b o e o it B Rumg o e i o i e o e e i ol

Managerial remuneration 5 6,400,000 363,000 42,640 423
Medical allowance - 640,000 36,300 4,264,042
House Rent Allowance - 2,560,000 145,200 17,056,169
Bonus - - - 4,577,995
Staft retirement benefit - 800,000 45,375 5,668,605
- 10,400,000 589,875 74,207,234
Mumber of persons 1 1 5 43
2016
Directors
Chief executive Executive MNon - executive Executives
el 111
Managerial remuneration - B, 400,000 330,000 41,156,997
Medical allowance - 640,000 33,000 4,115,700
House Rent Allowance - 2,560,000 132,000 16,462,799
Bonus = = = 2,207 431
Staff retirement benefit . J00,000 41,250 5,035,290
- 10,400,000 536,250 60,978,217
Mumber of persons 1 1 5 50

The Chief Executive Officer, Directors and Executives are provided with free use of Company maintained cars,

Mo meeting fee was paid to Directors during the year (2016: Rs. Nil)

Number of employees

The Company has emploved following number of persons: 2017 2016
[Number of persons)

= A5 at 30 September 1,745 1,779

= Average number of employees 1,751 1,762

Transactions with related parties

The related parties comprise associated companies, Directors of the Company, key management personnel and other related

parties. The Company in the normal course of business carries out transactions with various related parties Amounts due
from and to related parties are shown under receivables and payables and remuneration of Directors and key management
personnel are disclosed in note 38, Other significant transactions with related parties are as follows:

7 ; Mature of 2017 2016
Name of party Relationship Transaction Sruees s
Riaz Bottlers (Pvt) Limited Associated Company Sale of top gas 66,906,554 93,544,293
Receipts against sale 77,763,638 82,358,218
of top gas
Directors of the Company Directors Loan repaid - [36,911,866)
Guest house rent paid 4,800,000 4,800,000

Annual Report 2017 m



TANDLIANWALA
SUGAR MILLS LTD.

43 Date of authorisation for issue

These financial statements were authorised for issue on 06, February 2018 by the Board of Directors of
the Company.

44 General

Figures have been rounded off to the nearest rupee,

Lahore
February 06, 2018 Chief Financial Officer Chief Executive Director
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Proxy Form
Tandlianwala Sugar Mills Ltd.
29" Annual General Meeting

Folio No./CDC A/c No.

I/We of

in the district of being a member/members of Tandlianwala Sugar Mills Ltd
halding shares of Rs.10 each, hereby appoint Mr./Ms.

of a member of the Company, vide Registered Folio/CDC Afc
No. or failing him / her, as my/four proxy to vote

for mefus and on myfour behalf at the 29" Annual General Meeting of the Company to be hold at Chandni
Banguet Hall 43-N Gulberg-lll, Lahore on Tuesday, February 27, 2018 at 10:00 am and at any adjournment thereof

or of any ballot to be taken in consequence thereof,

Signed this day of February, 2018
Witnesses:
1. Signature:

Mame:

CMIC:

Address:

Affix Revenue
Stamp of Rupees
Five
Signature by Member|s)

2. Signature:

Mame:

CMIC:

Address:
Mote:

All proxies, in order to be effective, must be received at the Company’s Registered Office not less than forty eight
(48) hours before the time fixed for holding the Annual General Meeting and must be duly stamped, signed and
witnessed as required.
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