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DIRECTORS' REPORT

On behalf of the Board of Directors, it is my privilege to present to you the unaudited condensed
interim financial statements of the Company for the half year ended March 31, 2018.

The financial results show an operating profit of Rs. 290.669 million and pre-tax profit of
Rs. 342.319 million as compared to operating profit of Rs. 31.407 million and pre-tax profit of
Rs. 27.059 million of the corresponding period 2016-17. As a result, the Board of Directors has
declared an interim cash dividend of Rs. 2 per share i.e 20%.

The Company's overall performance can be seen from the following comparative statistics:

OPERATING RESULTS 2017-18 2016-17
Season started 30-Nov-17 15-Nov-16
Season upto / closed 31-Mar-18 15-Mar-17
Duration of season 122 121
Sugarcane crushed MT 323,289 459,573
Sugar produced MT 34,590 42,320
Sugar recovery % 10.871 9.221
Molasses produced MT 15,700 19,530
Molasses recovery % 4.957 4.252

As evident from the above table, the mill focused on quality cane procurement and highest
possible recovery of white crystalline sugar. The management team worked in day and night to
ensure highest quality and improve variety of sugarcane is purchased, thus ensuring mill-grower
relationship as well establishing the mill's status quo. Alhamdulillah, by the grace of almighty
Allah, we managed to acheive the highest to-date recovery of 10.871% that gave us a very high
edge over other mills in terms of cane cost per kg of sugar produced. The results so obtained
increased our gross margins to many folds thus acheiving a high earning per share for the half
year under consideration as well as ensuring a double full year Earnings Per Share, subject to
market factors being constant. Since, the industry has exported an immense 1.5 million metric
tons of sugar, we expect the sugar price in the local market to remain higher.

During the season, the Supreme Court of Pakistan took Sou Moto notice for the sugar cane price,
which confirmed the per mds price of Sugar Cane at Rs. 160.

This year, the over all sugar cane crop was in good quantity which gave our quality control team
to ensure good cane supply. Further, the mechanical improvements made, the addition to technical
equipments and the overall change of strategy and very tight internal controls has yielded great
results in terms of reduction in costs and maximisation of revenue. We are confident of acheiving
a higher economies of scale and more profitability in the coming years.

The Company has set up new imported fertilizer granulation plant that process a by product into
a high quality organic fertilizer. This shall bring in additional revenue stream and increase the
earnings by an estimate of 15-20% directly via sales revenue and 5% indirectly via enhanced
recovery of sugar from cane. Further, plans to set up a baggase based power plant are under way.
Before the start of current season, the Company invested Rs. 187 Million in upgradation and
automation of systems. For the year to come, the Company plans to invest Rs. 150 Million more
in BMR and Expansion of capacity to 8,000 TCD. It is pertinent to mention here, that the Company
has already obtained the permission to increase capacity to 12,000 TCD that shall be acheived
in a phase wise manner in two years.

I would like to appreciate the efforts of the team and look forward towards a new beginning for
the Company.

':b '-\'\‘ h’\\f—\ﬂ&—n

DINSHAW H. ANKLESARIA
Chief Executive
Dated: July 10, 2018
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AUDITORS' REPORT TO THE MEMBERS ON REVIEW OF
CONDENSED INTERIM FINANCIAL INFORMATION

Introduction

We have reviewed the accompanying condensed interim statement of financial position of
SAKRAND SUGAR MILLS LIMITED (the "Company") as at March 31, 2018, the related
condensed interim statement of profit and loss, condensed interim statement of comprehensive
income, condensed interim statement of cash flows, condensed interim statement of changes
in equity and notes to the accounts (here-in-after referred to as the 'condensed interim
financial information') for the half year then ended. Management is responsible for the
preparation and presentation of these condensed interim financial information in accordance
with approved accounting standards as applicable in Pakistan for interim financial reporting.
Our responsibility is to express a conclusion on these condensed interim financial information
based on our review.

The figures of the condensed interim statement of profit and loss and condensed interim
statement of comprehensive income for the quarters ended March 31, 2018 and 2017 have
not been reviewed, as we are required to review only the cumulative figures for the half
year ended March 31, 2018.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements
2410, "Review of Interim Financial Information Performed by the Independent Auditor of
the Entity". A review of condensed interim financial information consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than an audit conducted
in accordance with International Standards on Auditing and consequently does not enable
us to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion
Based on our review, nothing has come to our attention that causes us to believe that these
accompanying condensed interim financial information as of and for the half year ended

March 31, 2018 is not prepared, in all material respects, in accordance with approved
accounting standards as applicable in Pakistan for interim financial reporting.

ot st o,
Chartered Accountants

Engagement Partner:
Muhammad Shabbir Kasbati

Date: July 10, 2018
Place: Karachi




CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT MARCH 31, 2018
Unaudited Audited
Note March 31, September 30,
2018 2017
ASSETS e Rupees in “000” ....uuunueeennens
NON-CURRENT ASSETS
Property, plant and equipment 6 2,970,481 2,936,016
Intangible assets 4,670 -
Long-term investments 96,346 178,590
Long-term loans 329 344
Long-term deposits 2,114 1,626
3,073,940 3,116,576
CURRENT ASSETS
Stores, spares and loose tools 43,989 28,490
Stock-in-trade 535,113 3,374
Trade debts - unsecured (considered good) 42,347 160,287
Loans and advances 26,549 40,803
Prepayments and other receivables 59,059 14,842
Short-term investments - 86,000
Tax refunds due from government 23,936 23,377
Cash and bank balances 7 204,695 141,775
935,688 498,948
TOTAL ASSETS 4,009,628 3,615,524
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorized capital 600,000 600,000
Share capital —
Issued, subscribed and paid-up capital 446,160 446,160
Capital reserve
Surplus on revaluation of fixed assets 1,799,613 1,811,584
Revenue reserve
Accumulated loss (570,584) (824,289)
Directors' / Sponsors' subordinated loan 92,767 92,767
1,767,956 1,526,222
NON-CURRENT LIABILITIES
Deferred taxation 355,767 315,048
Long term finance - secured 8 1,081,239 618,907
Deferred liabilities 77,113 76,070
1,514,119 1,010,025
CURRENT LIABILITIES
Trade and other payables 610,771 994,463
Short-term borrowings 74,497 81,247
Accrued mark-up 1,656 1,992
Current tax liability 40,629 1,575
727,553 1,079,277
CONTINGENCIES AND COMMITMENTS 9
TOTAL EQUITY AND LIABILITIES 4,009,628 3,615,524
The annexed notes from 1 to 19 form an integral part of these condensed interim financial information.
i
0 A ecan F W)
Dinshaw H. Anklesaria Jamil Akberi Amad Uddin
Chief Executive Officer Director Chief Financial Officer
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CONDENSED INTERIM STATEMENT OF PROFIT AND LOSS ACCOUNT
FOR THE HALF YEAR AND QUARTER ENDED MARCH 31, 2018

Sales - net
Cost of sales
Gross profit

Operating expenses

Administrative expenses

Distribution cost

Operating profit

Finance cost

Other charges

Unrealized gain on loan
amortisation

Other income

Profit before tax

Income tax expense

Profit after tax

Earning per share
- Basic and diluted

(UN-AUDITED)
Half Year ended Quarter ended
March 31, March 31, March 31, March 31,
Note 2018 2017 2018 2017

........................................... Rupees in ‘000 .......cueereerversersenenenensensennes
10 1,265,109 2,131,689 948,708 1,671,830
11 (924,137) (2,054,935) (715,225) (1,517.823)
340,972 76,754 233,483 154,007
(45,639) (42,221) (29,087) (24,812)
(4,664) (3,126) (4,069) (2,107)
(50,303) (45,347) (33,156) (26,919)
290,669 31,407 200,327 127,089
(49,344) (14,700) (38,419) (9,263)

(24,915) - (24,915) -
(594) 9,615 (6,019) 9,615
12 126,503 737 97,956 427
51,650 (4,348) 28,603 779
342,319 27,059 228,930 127,868
13 (100,584) 170,937 (105,141) 175,536
241,735 197,996 123,789 303,403
542 8.88 277 13.60

The annexed notes from 1 to 19 form an integral part of these condensed interim financial information.

b"\'\' Mu“ﬂ.-h.
Dinshaw H. Anklesaria

Chief Executive Officer

{F

Jamil Akberi
Director

Amad Uddin

Chief Financial Officer

e




CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME
FOR THE HALF YEAR AND QUARTER ENDED MARCH 31, 2018

(UN-AUDITED)
Half Year ended Quarter ended
March 31, March 31, March 31, March 31,
2018 2017 2018 2017
........................................... Rupees in ‘0007 .......cvcrervcrercnerennensensennes
Net profit for the period 241,735 197,996 123,789 303,403
Other comprehensive income - - -
Total comprehensive income
for the period 241,735 197,996 123,789 303,403

The annexed notes from 1 to 19 form an integral part of these condensed interim financial information.

LY AV S I+ Q-h:u;..)
Dinshaw H. Anklesaria Jamil Akberi Amad Uddin
Chief Executive Officer Director Chief Financial Officer
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CONDENSED INTERIM STATEMENT OF CASH FLOWS
FOR THE HALF YEAR ENDED MARCH 31, 2018
(UN-AUDITED)

March 31, March 31,
Note 2018 2017
.................. Rupees in ‘000 .......ccvernene
CASH FLOWS FROM OPERATING ACTIVITIES
Cash used in operations 14 (416,253) (40,528)
Taxes paid (21,369) (8,639)
Finance cost paid (46,055) (6,855)
(67.424) (15.494)
Net cash used in operating activities (483,677) (56,022)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (72,538) (9,263)
Disposal of property, plant and equipment - 1,000
Long-term investments 167,650 -
Long-term loans 15 (195)
Long-term deposits (488) (92)
Net cash generated from / (used in) investing activities 94,639 (8,550)
CASH FLOWS FROM FINANCING ACTIVITIES
Directors'/sponsors' subordinated loan - 73,155
Long term finance - secured 458,708 -
Net cash generated from financing activities 458,708 73,155
Net increase in cash and cash equivalents 69,670 8,583
Cash and cash equivalents at the beginning of the period 60,528 (123,665)
Cash and cash equivalents at the end of the period 130,198 (115,082)
Cash and cash equivalents comprises of:
Short-term borrowings (74,497) (124,997)
Cash and bank balances 204,695 9,915
130,198 (115,082)
The annexed notes from 1 to 19 form an integral part of these condensed interim financial information.
A Mecan JF :
Dinshaw H. Anklesaria Jamil Akberi Amad Uddin
Chief Executive Officer Director Chief Financial Officer




CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY
FOR THE HALF YEAR ENDED MARCH 31, 2018

Balance as at October 01, 2016

Directors' / Sponsors' subordinated
loan during the period

Total comprehensive income for the period
Transferred from surplus on revaluation of
fixed assets - incremental depreciation charged
during the period - net of deferred tax
Balance as at March 31, 2017
Balance as at October (1, 2017
Total comprehensive income for the period
Transferred from surplus on revaluation of
fixed assets - incremental depreciation charged

during the period - net of deferred tax

Balance as at March 31, 2018

The annexed notes from 1 to 19 form an integral part of these condensed interim financial information.

b e\ P,
Dinshaw H. Anklesaria

Chief Executive Officer

(UN-AUDITED)
Directors'/
Paid-u Capital Revenue | sponsors Total
capita reserve reserve | subordinated | equity
loan
Directors'/
Issued, Surplus on Accumulated | ~ sponsors’
subscribed & |revaluation of loss subordinated Total
paid-up capital| fixed assets Joan
....................................... Rupees in ‘000" .........ccooocccrcvversrivrrnee
23,080 1849374 (1,045,626) 05767 109259
73,15 73,155
197,99 197,99
(34,849) 34,849
203,080 181452 (812,781) 138922 1363746
46,160 1811583 (824,289) 92767 152621
241,735 41,735
(11,970) 11,970
446,160 1,799,613 (570,584) 92767 1,767,956
Jf L A
Jamil Akberi Amad Uddin
Director Chief Financial Officer

€




NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION
FOR THE HALF YEAR ENDED MARCH 31, 2018
(UN-AUDITED)

THE COMPANY AND ITS OPERATIONS

Sakrand Sugar Mills Limited (the Company) was incorporated in Pakistan on March
02, 1989, as a public limited company. The Company is listed on the Pakistan Stock
Exchange. The principal business of the Company is to manufacture and sell white
sugar. The manufacturing facilities of the Company including the Mill are located at
Deh Tharo Unar, Taluka Sakrand, District Shaheed Benazirabad, Sindh.

1.1 Seasonality of operations

3.1

Due to the seasonal availability of sugarcane during the period beginning early
December 2017 to March 2018, the Company's production facilities operated at 37%
capacity during the period covered under these condensed interim financial information.
Due to seasonal nature of sugar production, the results are expected to fluctuate in
second half of the year.

STATEMENT OF COMPLIANCE

The condensed interim financial information of the Company for the six months
period ended March 31, 2018 have been prepared in accordance with the accounting
and reporting standards as applicable in Pakistan for interim financial reporting. These
accounting & reporting standards as applicable in Pakistan for interim financial
reporting comprise of:

- International Accounting Standard (IAS) 34, Interim Financial Reporting, issued
by the International Accounting Standards Board (IASB) as notified under the
Companies Act, 2017; and

- Provisions of and directives issued under the Companies Act, 2017.

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

BASIS OF PREPARATION

The condensed interim financial information are un-audited but subject to limited
scope review by auditors and are being submitted to the shareholders as required
under Section 237 of the Companies Act, 2017 and the listing Regulations of the
Pakistan Stock Exchange. The condensed interim financial information do not include
all the information and disclosures required in the annual financial statements, and
should be read in conjunction with the Company's annual financial statements for the
year ended September 30, 2017.




The figures of the condensed interim statement of profit and loss and condensed
interim statement of comprehensive income for the quarters ended March 31, 2018
and March 31, 2017 and notes forming part thereof have not been reviewed by the
auditors of the Company, as they have reviewed the cumulative figures for the half
years ended March 31, 2018 & March 31, 2017.

Effective May 30, 2017, the Companies Act, 2017 (the Act) was enacted which
replaced and repealed the previous Companies Ordinance, 1984 (the repealed
Ordinance). Section 235 of the repealed Ordinance relating to treatment of surplus
arising on revaluation of property, plant and equipment has not been carried forward
in the Act.

The said section of the repealed Ordinance specified presentation and accounting
treatment relating to the revaluation of property, plant and equipment which was not
in accordance with the requirement of IAS 16 'Property, Plant and Equipment'.
Consequent to deletion of said section from the Act, the Company has changed its
accounting policy with respect to surplus arising on revaluation of property, plant and
equipment to conform it to the requirement of IAS 16.

Previously, the Company used to transfer such surplus to an account called 'Surplus
on revaluation of fixed assets' which was shown separately in statement of financial
position after Capital and Reserves (i.e. Equity). Further, the surplus on revaluation
of fixed assets was allowed to be applied by the Company in setting off or in diminution
of any deficit arising from the revaluation of any other fixed assets of the Company.
The said change in accounting policy has been made in accordance with the requirement
of TAS 8 'Accounting Polices, Change in Accounting Estimates and Errors.

The Company has made the changes in its accounting policy as per the requirements
of the Companies Act 2017, however, there was no change in the reported amounts
of statement of profit or loss and comprehensive income.

These condensed interim financial information have been prepared using the same
accounting policies as those applied in the preparation of the audited annual financial
statements of the Company for the year ended September 30, 2017 except that the
Company has adopted the following IFRSs which became effective during the period:

IAS 7 - Statement of Cash Flows: Disclosures - Disclosure Initiative (Amendment)

IAS 12 - Income Taxes - Recognition of Deferred Tax Assets for Unrealised Losses
(Amendment)

IFRS 12 - Disclosure of Interests in Other Entities: Clarification of the Scope of
Disclosure Requirements (improvements)

The adoption of the above standards did not have any material effect on the condensed
interim financial statements.

11



ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of the condensed interim financial information in conformity with
approved accounting standards require management to make estimates, assumptions
and use judgments that affect the application of policies and reported amounts of
assets and liabilities, income and expenses. Estimates, assumptions and judgments
are continually evaluated and are based on historical experience and other factors,
including reasonable expectations of future events. Revisions to accounting estimates
are recognized prospectively commencing from the period of revision.

Judgments and estimates made by the management in the preparation of these
condensed interim financial information are same as those applied to financial
statements as at and for the year ended September 30, 2017.

Un-audited Audited
March 31, September 30,
2018 2017

PROPERTY, PLANT AND EQUIPMENT
Opening book value 2,936,016 2,347,815

Additions during the period

Plant and machinery 55,706 23,761
Office equipment & others 1,565 2,840
Furniture and fixtures 22 401
Vehicles 9,653 1,373
66,946 28,375
Disposals - (1,691)
Depreciation for the period (32,481) (74,490)
Revaluation surplus - 636,007
Closing book value 2,970,481 2,936,016

CASH AND BANK BALANCES

Cash in hand 9,949 379
Cash at bank

- Current accounts 194,736 141,386

- Deposit accounts 10 10

204,695 141,775




9.1

LONG TERM FINANCE - SECURED

There is no change in the terms and conditions of long-term financing as disclosed
in the Company’s annual audited financial statements for the year ended September
30,2017, except that during the current period, the Company has received remaining
Rs. 570 million against its Syndicated Long-Term Finance Facility from commercial
banks. Further, the Company has repaid outstanding liability of Habib Bank Limited
amounting to Rs. 111.292 million through encashment of Defence Saving Certificate
(DSO).

CONTINGENCIES AND COMMITMENTS
Contingencies

During the period, Civil Appeal Nos. 334 to 344 of 2004 filed by various sugar mills
vs Government of Sindh, Federation of Pakistan & others against judgment dated
May 27, 2003, passed by the High Court of Sindh, Karachi, has been disposed off
through judgment dated May 05, 2018, by Honourable Supreme Court of Pakistan
at [slamabad in favour of grant of quality premium to cane growers at the rate of 50
paisas per 40 kg cane for each 0.10 percent of excess sucrose recovery above the
benchmark rate of 8.7%.

The Company already carries full provision for quality premium for the years 2003
till 2004 and has not reversed this provision until further clarification from Provincial
Government as a matter of precaution.

For crushing season 1998 - 1999, the Company is in the process of determining
liability, based on verdict issued by Honourable Supreme Court of Pakistan and advice
from its legal counsel. At this juncture, it is not possible to assess and estimate the
financial impact of the decision, therefore, no provision on account of quality premium
payable for crushing season 1998 -1999 has been made in these interim financial
statements.

The status of contingencies is same as that disclosed in annual audited financial
statements for the year ended September 30, 2017.

SALES - NET
Half Year ended Quarter ended
March 31, March 31, March 31, March 31,
2018 2017 2018 2017
....................................... Rupees in ‘000" .........ccc.ccoueevvveeriiivnennnns
Gross sales
Sugar - local 1,228,154 2,246,659 894,401 1,772,479
Sugar - exports 78,796 - 78,796 -
Molasses 88,856 115,753 88,856 80,523
Sales tax (130,697) (230,724) (113,345) (181,172)
1,265,109 2,131,688 948,708 1,671,830

G



11.

111

COST OF SALES

Sugarcane consumed
Manufacturing expenses

Sugar in process
Opening
Closing

Sugar
Opening
Closing

Molasses
Opening
Closing

Baggase
Opening
Closing

Fertilizer
Opening
Closing

Manufacturing expenses

Stores and spares consumed

Fuel and power

Salaries, wages including
bonus and staff amenities

Repairs and maintenance

Vehicle maintenance

Insurance

Depreciation

Others

Half Year ended Quarter ended
March 31, March 31, March 31, March 31,
2018 2017 2018 2017
..................................... Rupees in 000" .........coooevveveeereeencrrernennnne
1,297,338 2,103,605 1,126,426 1,529,812
158,537 189,775 99,227 115,104
1,455,875 2,293,380 1,225,653 1,644,916
3,374 - 19,416 57,404
(23,003) (3,374) (23,003) (3,374
(19,629) (3,374 (3,587) 54,030
- - 5,268 48,960
(344,794) (187,272) (344,794) (187,272)
(344,794) (187,272) (339,526) (138,312)
- - - 4,988
(6,234) (47,799) (6,234) (47,799)
(6,234) (47,799) (6,234) (42,811)
(25,300) (25,300)
(25,300) (25,300)
(135,781) (135,781)
(135,781) - (135,781) -
924,137 2,054,935 715,225 1,517,823
42,900 38,214 36,347 29,407
18,848 17,760 7,379 12,479
56,251 54,029 34,262 33,023
8,054 23,225 4,031 8,240
1,155 463 730 275
2,754 1,064 1,541 844
24,164 50,747 11,382 28,119
4,411 4,273 3,555 2,717
158,537 189,775 99,227 115,104




12.

14.

OTHER INCOME
This includes export subsidy amounting to Rs. 41.600 (2017: nil) million.

INCOME TAX EXPENSE

Half Year ended Quarter ended
March 31, March 31, March 31, March 31,
2018 2017 2018 2017
....................................... Rupees in ‘000" ........cccvvvvvveeercerrrreeennnnne
Current (59,865) (21,317) (40,589) (16,718)
Deferred (40,719) 192,254 (64,552) 192,254

(100,584) 170,937 (105,141) 175,536

March 31, March 31,
2018 2017

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before tax 342,319 27,059
Adjustment for:
Depreciation 32,479 63,436
Amortisation 923 -
Finance cost 45,720 10,936
Interest expense - imputed 3,624 3,763
Gain on disposal of property, plant and equipment - (307)
Loss / (Gain) on amortization of investment 594 (9,642)
Sindh workers' profit participation fund 16,049 -
Sindh workers' welfare fund 6,551 -
Export subsidy (41,600) -
Liabilities no longer payable written back (80,763) -
Effect of increase in KIBOR - 27
Provision for gratuity 1,043 989
(15,380) 69,202
Operating profit before working capital changes 326,939 96,261

Changes in working capital

(Increase) / decrease in current assets

Stores, spares and loose tools (15,500) (1,113)
Stock-in-trade (531,739) (238,445)
Trade debts - unsecured (considered good) 117,939 (2,459)
Loans and advances 14,255 342
Prepayments and other receivables (2,617) (2,002)
(417,662) (243.677)
(90,723) (147,416)

Increase / (decrease) in current liabilities
Trade and other payables (325,530) 106,888
Cash (used in) operation (416,253) (40,528)

as



16.

17.

18.

19.

RELATED PARTY TRANSACTIONS

The related parties comprise of directors, key management personnel and retirement
benefits plan established for the benefits of the employees. There have been no
transactions with related parties during the period :

Half Year ended
March 31, March 31,
2018 2017

Relationship Nature of Transaction

Key management  Directors' / Sponsors'
personnel subordinated loan - 73,155

No remuneration has been paid by the Company to its chief executive and any of its
directors for the current period.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Financial risk management objectives and policies used to meet these objectives were
same as being followed as at September 30, 2017.

AUTHORIZATION FOR ISSUE

These condensed interim financial information have been authorized for issue on July
10, 2018 by the board of directors of the Company.

GENERAL

Figures have been rounded off to the nearest thousand rupee, unless otherwise stated.

L\ I F Q-w:?

Dinshaw H. Anklesaria Jamil Akberi Amad Uddin
Chief Executive Officer Director Chief Financial Officer
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