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@SML History

Khairpur Sugar Mills Limited was incorporated on August
23, 1989 as a public limited company under Companies
Ordinance and the plant islocated in Kot Diji

area of Khairpur District, Sindh,
Pakistan.

Khairpur Sugar Mills
Limited has been
manufactured under
licience by Fives Call
Babcock (FCB) of
France. Trial
production began
on 17 January,
1994 and
commercial
operation started
on 01 March,
1995. The
Management
decided to upgrade
the plant in 2008 to
a proposed capacity
of 7,000 metric tons
daily. The up gradation
was completed in 2011.
Khairpur Sugar Mills Limited
also facilitates the local area Cane
Growersin theform of seedsand fertilizer
subsidy. Khairpur Sugar Mills Limited is also a
listed company with Pakistan Stock Exchange Limited
(Formerly Karachi Stock Exchange Limited).
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@orporate Information

Date of Incorporation
August 23, 1989

Date of Commencement of Business
September 13, 1989

BOARD OF DIRECTORS

Mr. Muhammad Mubeen Jumani
(Chief Executive Officer)

Mr. Faraz Mubeen Jumani
(Managing Director)

Mr. Fahad Mubeen Jumani

Mrs. Qamar Mubeen Jumani
(Chairperson)

Miss. Arisha Mubeen Jumani

Lt. Gen (Retd). Tahir Mahmud Qazi
Lt. Gen (Retd). Anis Ahmed Abbasi

CHIEF FINANCIAL OFFICER
Mr. Mirza Muhammad Bilal Kamil

COMPANY SECRETARY
Mr. Shoaibul Haque

BANKERS

National Bank of Pakistan
Sindh Bank Limited
Dubai Islamic Bank Pakistan Limited
MCB Bank Limited
United Bank Limited
Allied Bank Limited
Bank Al Falah Limited
Habib Bank Limited

JS Bank Limited

Bank Al Habib Limited

STATUTORY AUDITORS

M/S. Reanda Haroon Zakaria & Company
Chartered Accountants

M-1-M4, Mezzanine Floor, Progressive Plaza,
Plot No. 5 CL - 10, Civil Lines Quarter,
Beaumont Road, Near Dawood Centre,
Karachi - 75530 PAKISTAN.

AUDIT COMMITTEE

Lt. Gen (Retd.) Anis Ahmed Abbasi
(Chairman)

Lt. Gen (Retd). Tahir Mahmud Qazi
(Member)

Miss. Arisha Mubeen Jumani
(Member)

HR AND REMUNERATION COMMITTEE
Lt. Gen (Retd.) AnisAhmed Abbasi
(Chairman)

Lt. Gen (Retd). Tahir Mahmud Qazi

(Member)

Mr. Muhammad Mubeen Jumani

(Member)

LEGAL ADVISOR

Asad Ali Riar (Advocate)

Suite No 17-18, Farid Chambers, 2nd Floor,
Abdullah Haroon Road, Karachi.

SHARES REGISTERAR

M/S. C & K Management Associates (Pvt.) Limited
404, Trade Tower, Abdullah Haroon Road,

Near Metropole Hotel, Karachi.

REGISTERED OFFICE

3rd Floor, 15-C, 9th Commercial Lane,
Zamzama, Defence Housing Authority,
Phase V, Karachi.

Ph: 021-35810771-75

Fax: 021-35810776

MILLS
Naroo Dhoro, Taluka Kot Diji, Khairpur.

E-MAIL & WEBSITE
headoffice@jumanigroup.com
http://khairpursugar.com.pk

STOCK EXCHANGE SYMBOL
KPUS
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We aim to be a leading manufacturer of
guality sugar, and other allied products
and its supplier in local and international
markets. We aspire to be known for the
quality of our products and intend to play a
pivotal role in the economic and social
development of Pakistan.



As a prominent producer of sugar, and other

allied products, we shall continue to strive to
achieve excellence in performance and aim to
exceed the expectations of all stakeholders. We
target to achieve technological advancements
to inculcate the most efficient, ethical and time
tested business practices in our management.
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@hief Executive Officer’s Profle

Muhammad Mubeen Jumani

Mr. Muhammad Mubeen Jumani is the Chairman of Jumani Group of Companies completing
his education from University of Karachi in 1972 with a Bachelor in Commerce degree,
stepped into the construction industry in 1974 by founding Jumani Group of Companies.
Under his leadership and guidance more than 25 high rise projects have been completed
so far and at the moment two residential societies are also under development in the
Gulshan-e-1gbal area of Karachi Pakistan.

Khairpur Sugar Mills Limited was set up in the year 1989 in the Khairpur District region
of Sindh with a crushing capacity of 4,000 TCD under the Jumani Group of Companies
umbrella. Today, the plant’s crushing capacity is 7,000 TCD and all long term loans on
the project have been paid.

Mr. Jumani also head a charitable trust with the name of Hidayat Jumani Welfare Trust
which is operating in the interior as well as major cities in Sindh province. It is also
important to mention here that Mr. Muhammad Mubeen Jumani has served as member
of board of Directors for Pakistan International Airlines (1993-1996) and Pakistan
Industrial Development Corporation (2011-2013).
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@anaging Director’s Profile
e

Faraz Mubeen Jumani

Mr. Faraz Mubeen Jumani completed his early education from BV S Parsi High
School in Karachi. Moving to the United States of America for higher studies,
completed his Bachelors in Business Administration from AlU South Florida
and his Master in Business Administration from NOVA Southeastern University
in 2011. In 2012, he offcially joined KSML in full time capacity as Deputy
Managing Director and in 2014 was promoted as Managing Director of the
company by the board of Directors.

09




3lst

Report ”KHAIRPUR
2020 N\ SUGAR MILLS LIMITED

@otice Of Annual General Meeting

Notice is hereby given that the 31st Annual General Meeting of KHAIRPUR SUGAR MILLS LIMITED (the
"Company") will be held at our registered office at 3rd floor, Plot No. 15-C, 9thCommercial Lane, Zamzama,

D.H.A,

Phase-V, Karachi on January 28, 2021 at 02:30 p.m.to transact the following business:

ORDINARY BUSINES

1.

2.

Karachi:

Notes

To confirm the minutes of the 30th Annual General Meeting of the Company held on January 28, 2020.

To review, consider and adopt the Annual Audited Financial Statements of the Company together-with
the Directors' and Auditors' Reports thereon and the Chairperson's Review Report for the year ended
September 30, 2020.

To appoint Auditors of the Company for the next financial year ending September 30, 2021 and fix their
remuneration. The Audit Committee of the Board has recommended the retiring auditors - M/s Reanda
Haroon Zakaria & Company, Chartered Accountants retire and being eligible, offer themselves for re-
appointment as Auditors of the Company.

To transact any other business as may be placed before the meeting with the permission of the Chair.

By order of the Board
[ F
SHOAIB HAQUE
January 02, 2021 Company Secretary

The share transfer book of the Company shall remain closed with effect from January 21 , 2021 to January
28, 2021 (both days inclusive). Transfer received at the office of Company's Shares Registrar- M/s C&K
Management Associates (Private) Limited, 404-Trade Tower, Abdullah Haroon Road, Near Metropole
Hotel, Karachi Phone 021-35687839 & 021-35685930 at close of business on January 21 , 2021 will be
considered in time to attend and vote at the meeting and for the purpose of any entitlement to the transferees.

A member eligible to attend and vote at this meeting may appoint another member as his/her proxy to
attend and vote instead of his/her proxy, in order to be effective must reach the Company Registered
Office not less than 48 hours before the time of the meeting during working hours.

The shareholders are advised to notify the Registrar of any change in their address.

Pursuant to the directives given by the Securities and Exchange Commission of Pakistan through its SRO
787(1)/2014 dated September 08 , 2014, shareholders have option to receive Annual Audited Financial
Statements and Notice of Annual General Meeting through email. Shareholders of the company are
requested to give their consent to the Company's Registered/Head Office to update our record if they
wish to receive Annual Financial Statements and notice of Annual General Meeting through email.
However, if shareholder, in addition , request for hard copy of audited Financial Statements, the same
shall be provided free of cost within seven (7) working days of receipt of such request.

The audited financial statements of the Company for the year ended September 30, 2020 have been made
available on the Company's website www.khairpursugar.com.pk in addition to annual and quarterly financial
statements for the prior years. Printed copy of above referred statements can be provided to members
upon request.
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Submission of copies of CNIC and NTN Certificates (Mandatory)

Pursuant to the directives of Securities and Exchange Commission of Pakistan (SECP), it is hereby informed that
the individual members who have not yet submitted photocopy of their valid CNIC/SNIC (if not already provided)
are once again advised to send the same at their earliest to our Shares Registrar | Registered office of the Company.
The Corporate entities are requested to provide their National Tax Number (NTN).

Guidelinesfor CDC Holders

CDC Accounts holders will further have to follow the guidelines as laid down in Circular 1 dated January 26,
2000 issued by the Securities & Exchange Commission of Pakistan.

A) For Attending the Meeting

1) In the case of individuals, the account holder or sub-account holder and/or the person whose securities
are in group account and their registration details are uploaded as per the CDC Regulations, shall
authenticate their identity by showing their original CNIC (Computerized National Identity Card) or
original Passport at the time of attending the meeting.

I1) In case of Corporation entities, the Board of Directors resolution/power of attorney with specimen
signature of the nominee shall be produced at the time of the meeting (unless provided earlier).

B) For Appointing Proxies

1) In case of individuals, the account holder or sub-account holder and/or the person whose securities
are in group account and their registration details are uploaded as per the CDC Regulations shall submit
the proxy form as per above mentioned requirements.

I1) The proxy form shall be witnessed by two persons whose hames, addresses and CNIC numbers shall
be mentioned on the form.

I11) Attested copies of the CNIC or Passport of the beneficial owners and the proxy shall be furnished
with the proxy form.

IV) The proxy shall produce his/her original CNIC or original Passport at the time of the meeting.

V) In case of Corporate Entities, the Board of Directors resolution/power of attorney with specimen
signature(s) of the nominee shall be submitted (unless provided earlier) along-with the proxy form to
Company.

V1) In pursuance to Circular No.10 of 2014 dated May 21, 2014, if the Company receives consent from
Members holding in aggregate ten (10) percent or more shareholding residing at geographical location,
to participate in the meeting through video conference at least seven (7) days prior to the date of the
meeting, the Company will arrange video conference facility in that city subject to availability of such
facility in that city. The Company will intimate members regarding venue of video conference facility
at least five (5) days before the meeting along with complete information necessary to enable them to
access such facility. In order to avail thisfacility, please provide the following information to our Share Registrar:

I/ We of holding CNIC being a member
of KHAIRPUR SUGAR MILLS LIMITED, holder of Ordinary Share(s) as per
Register Folio No./CDC Account No. hereby opt for video conference facility
at

Signature of Member
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@ag asse

Bagasse is commonly used as a substitute for wood in many tropical and subtropical
countries for the production of pulp, paper and board. However, Pakistan does not produce
any bagasse products other than local chipboards, there is alot of potential in this area,

for creating green products like bags, paper cups, and other earth friendly packaging
materials.
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@iogas

The first biogas project to use sugarcane - waste created from the production of ethanol
has begun operations. The grid - connected development is powered by eight Jenbacher
biogas engines from GE Energy. The sugarcane biogas plant in Jhang, Pakistan provides
an onsite source of power to help the mill and industrial operations to meet production
requirements. The biogas used to fuel the plant is extracted from spent wash, a by product
of the ethanol production operation that uses sugarcane molasses as a raw material. The
plant is expected to produce approximately 20,000 tons of certied emissions reductions
(CERSs) annually under the Kyoto Protocol.
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())

OPERATIONAL TRENDS Restated

Sugarcane crushed - M. Tons 524,253 663,365 828,101 852,226 647,635 649,134
Sugar produced - M. Tons 51,552 68,714 85,625 83,579 66,818 68,798
Average sucrose recovery - % 9.83 10.36 10.34 9.81 10.32 10.60
Crushing days 106 112 148 140 115 120
Average crushing per day - M.Tons 4,946 5,923 5,595 6,087 5,632 5,409
BALANCE SHEET FIGURESIN MILLION

Share capital 160.18 160.18 160.18 160.18 160.18 160.18
Shareholders’ equity 957.46 990.88 207.37 199.91 175.50 (168.67)
Non current ligbilities 901.97 810.52 1,118.13 1,030.04 1,098.30 1,105.92
Current liabilities 1,804.63 2,171.88 2,403.29 2,430.35 613.27 1,084.36
Total Equity & Liabilities 3,664.06 3,973.28 3,728.79 3,660.38 1,887.08 2,331.06
Fixed Assets 2,332.10 2,317.19 1,608.01 1,570.60 1,437.39 1514.11
Non current assets 10.29 10.28 7.86 34.64 0.26 0.26
Current assets 1,321.67 1,645.81 2,112.91 2,055.14 449.42 816.69
Total assets 3,664.06 3,973.28 3,728.79 3,660.38 1,887.08 2,331.06
FINANCIAL TRENDS FIGURESIN MILLION

Turnover 4,290.85 4,252.27 4,237.32 2,933.18 4,146.50 3,492.71
Gross profit/(loss) 509.12 39543 41.86 193.91 326.74 467.32
Operating profit/(loss) 341.75 194.66 27131 58.50 175.06 289.47
Pre-tax (loss)/profit 5.35 (85.12) 91.96 (110.74) 42.64 153.59
After-tax (loss)/profit (33.97) (64.00) 3.67 (93.49) 56.77 90.94
CASH FLOWS FIGURESIN MILLION

Operating activities 92.78 (142.68) 496.81 (1,063.22) 206.81 260.15
Investing activities (111.74) (247.92) (93.98) (209.36) (44.84) (101.56)
Financing activities (11.16) 447.19 (415.96) 1,284.52 (196.85) (119.82)
Cash and cash equivalents at the

end of the year 50.37 80.50 2391 37.05 25.10 59.98
PROFITABILITY INDICATIONS

Gross profit/(loss) margin (%) 11.87 9.30 0.99 6.61 7.88 13.38
Net (loss)/profit margin (%) (0.79) (1.51) 0.09 (3.19) 1.37 2.60
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@irectors' Report To Members

Dear Members
Assalam-o-alaikoom

On behalf of the Board of Directors, it is our privilege to present before you the 31st Annual Report of your
Company with the audited financial statements for the year ended September 30, 2020:

FINANCIAL RESULTS 2020 2019
(Rupeesin thousand)

Profit / (Loss) before Taxation 5.358 85,123
Taxation (39,330) 21,120
(Loss) / Profit after taxation (33,972) (64,003)
(Loss) /Earning per share — Basic & diluted (2.12) (4.00)

PERFORMANCE REVIEW

The operating results for the crushing season comparative to previous season is mentioned here under:

SEASON SEASON

2019-20 2018-19
Season Started on 21-11-2019 26-11-2018
Season closed on 05-03-2020 17-03-2019
Number of days worked 106 112
Sugarcane Crushing (mt) 524,252.512 663,364.694
Recovery (%) Sugar 9.833 10.358
Recovery (%) Molasses 4.559 4,145
Production — Sugar (MT) 51,552.00 68,714.00
Production — Molasses (MT) 23,900.00 27,500.00

The crushing season 2019-20 started on November 21, 2019 ended on March 05, 2020 after crushing 524,252.512
MT sugar-cane thereby produced 51,552 MT of Sugar with average recovery of 9.833 in 106 days, as compared
to crushing of 663,364.694 MT sugar-cane and producing 68,714 MT of sugar with average recovery of 10.358%
in 112 days in corresponding of last year/season (2018-19).

During crushing season 2019-20, the Government of Sindh had decided but not notified the sugarcane price and
fixed the price/ Maund @ 192/Maund which is already 10/Maund in excess of previous crushing season 2018-
19. Further due to late decrease in the policy rates by the SBP the
impact of rate decrease only materializes in the last quarter of the
company’s year due to which overall finance cost was ended on the
company’s record highest. Moreover, the war for obtaining the cane
during the season led the company to pay extra Rs 36.11 per over
the minimum support price. Apart from these the rate of income tax /
minimum tax also enhanced through the finance act 2020 which also
contributed negatively to the overall performance of the entity.
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Keeping all the above in perspective, our Mill earned operating profit of Rs. 341.759 Million as compared to
operating profit of Rs.194.664 Million during the corresponding period of the previous year which is above par
in the conditions and limitations as mentioned earlier.

DIVIDEND

Due to accumulated losses of previous year and for the current year as well, the Directors of your company have
considered it prudent not to pay dividend.

(LOSS) PER SHARE
The (Loss) per share for the year comparative to previous year is given hereunder:

2019-20 2018-19
Basic and diluted (2.12) (4.00)
FUTURE OUTLOOK

The sugar cane crushing season 2020-21 started from 05-11-2020 and by the date of this report, your mill produced
23,927 MT Sugar with average recovery of 9.157%. The Government of Sindh (Agriculture Supply & Prices
Department) has issued a notification fixing the minimum sugarcane support price at Rs.202/= (Rupees Two
hundred and two) per 40 kg (Mds) for crushing season 2020-21. Due
to which growers are getting more than the previous year and fair return
of their efforts. Sugar prices drop significantly at the start of the crushing
season which now stablise and still continuing to move upward. Whereas
the prices of molasses are continuously moving upward. Further &
combining the same with the significant decrease in Kibor rates over
the period of time by the SBP from 13.25% to 7%, the company is
anticipating sharp decrease in the financing cost. All such factors will
play significant role and company is anticipating to close the next L=
financial year with good profitability.

The working on 12.00 MW Bagasse/Bio-Mass Power Generation Plant is under construction which might be
completed in near future.

ENVIRONMENT

For improvement of environment hazard, Khairpur sugar mills limited
have taken care on priority. As per Sindh’s Environmental policy Act
2013, proven care has been taken care. On implementing this policy,
use of water and drainage has been reduced. After approval from Sindh
Environmental Protecting Agency (SEPA) and foreign expert’s
consultant’s services for waste water, the treatment has been installed &
having capacity of 3000 cm/day. Which will become again useful for
the use of agriculture sector to end the water scarcity and to end the
pollution. By the grace of aimighty Allah. Our mill inaugurated this plant during the current accounting period.

CORPORATE SOCIAL RESPONSIBILITY

Responding to needs of local communities, civil society organizations and Governments bodies includes social
welfare, education, health care, infrastructural development and livelihood generation are the priorities of your
company since its establishment.
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CONTRIBUTION TO THE NATIONAL EXCHEQUER

The Company contributed a total amount of Rs. 683.750 Million to the Government Treasury in shape of taxes,
levies, excise duty and sales tax.

CORPORATE GOVERNNCE

The Directors are pleased to state that your Company has complied with the provisions of the Code of Corporate
Governance as required by SECP which formed part of rule book of Pakistan Stock Exchange.

STATEMENT OF CORPORATE AND FINANCIAL REPORTING FRAMEWORK

. The Financial statements, prepared by the Management of your Company, present its state of affairs, the
result of is operations, cash flows and changes in equity.

. Proper books of account of the Company have been maintained.

. Appropriate accounting policies have been consistently applied in preparation of financial statements
and accounting estimates are based on reasonable and prudent judgment.

. International accounting standards (IFRS) as applicable in Pakistan have been followed in preparation
of these financial statements and any departure therefrom has been effectively implemented and monitored.

. Summary of key operations and financial data for the last 6 (six) years is annexed.

. There has been no material departure from the best practices of Corporate Governance, as detailed in
the listing regulations.

. Information about taxes and levies is given in the notes forming part of the financial statements.

. There is no doubt upon the Company’s ability to continue as a going concern.

INDUSTRIAL RELATION
Harmonious working environment and cordial industrial relations atmosphere prevailed within the Company.

BOARD OF DIRECTORS

COMPOSITIONS No. of meeting attended
. Mr. Muhammad Mubeen Jumani 7
. Mr. Faraz Mubeen Jumani 7
. Mr. Fahad Mubeen Jumani 6
. Mrs. Qamar Mubeen Jumani 6
. Miss. Arisha Mubeen Jumani 5
. Lt. Gen (Retd). AnisAhmed Abbasi 5
. Lt. Gen (Retd). Tahir Mahmud Qazi 5

AUDIT COMMETTEE

The Company has established Audit Committee as required in Code of Corporate Governance. The Audit Committee
comprises of three members (two of whom are independent directors and one is non-executive Director). The
Audit Committee met 4 (four) meetings during the year; attendance of the meeting is as follows:

COMPOSIIONS No. of meeting attended
. Lt Gen.(R) Anis Ahmed Abbasi 4
. Lt. Gen.(R) Tahir Mahmud Qazi 4
. Miss Arisha Mubeen Jumani 4

‘.
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MEETING OF HR & REMUNERATION COMMETTEE

The Company has established HR & Remuneration Committee as required in the Code of Corporate Governance.
The HR and Remuneration Committee comprises three members (two of whom are independent Directors). The
Chief Executive Officer isaso member of the Committee. The Chairman of the Committee isindependent Director.
The HR and Remuneration Committee met once during the year. Attendance of the meeting is as follows:

COMPOSIIONS No. of meeting attended
. Lt. Gen.(R) Tahir Mahmud Qazi 1

. Lt. Gen.(R) Anis Ahmed Abbasi 1

. Mr. Muhammad M ubeen Jumani 1

AUDITORS

The Auditors — M/s Reanda Haroon Zakaria & Company, Chartered Accountants, retired and offer themselves
for re-appointment.

The Audit Committee has recommended to consider the re-appointment of M/s Reanda Haroon Zakaria & Company,
Chartered Accountants as Auditors of the Company for next year ending 30.09.2021.

PATTERN OF SHARE-HOLDING

The patter of shareholding as on September 30, 2020 in accordance with the requirements of Code of Corporate
Governance and a statement reflecting distribution of shareholding is separately annexed to this report.

ACKNOWLEDGEMENT

We take pleasure by thanking members of the management, other employees and staff for their continued
commitment to the success of the Company. We also value the support and cooperation of our Customers, suppliers,
bankers and all stakeholders and wish to record our thanks and gratitude. May almighty Allah bless us in our
efforts. Aameen!

For and on behalf of Board of Directors
of Khairpur Sugar Mills Limited

(:ﬁz\

N
(Faraz Mubeen Jumani) Place: Karachi
Managing Director Dated: January 01, 2021
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@hairman’s Review Report

Dear Shareholders

On behalf of the Board of Directors, | am pleased to present you the review report on the overall performance of the
Board and the effectiveness of role played by the Board in the achievement of overall organisational objectivesin terms
of section 192 of the Company Act 2017.

The Company’s financial year 2019-20 started with multiple challenges which were not only related to the financial
factors but also the non-financial factorsi.e. the outbreak of the corona virus pandemic. Due to prevailing economic
downturn which further aggravated due to the coronalock downs and further the reduction in the overall area cultivated
the cost of sugarcane procured increased significantly. However, policy rates were decreased by the State Bank of
Pakistan during the accounting year 2019-20 but their impact were only materializesin the last quarter of the company’s
operation hence does not contributed a lot to the company’s cause. All these factors contributed in the dilution of
profitability.

Though the prices of sugar shown an upward trend in the domestic market during last quarter due to late decrease in
the policy rates by the SBP overall finance cost was ended on the companys' record highest. Moreover, the war for
obtaining the cane during the season led the company to pay substantially over the minimum support price. Apart from
these the rate of income tax / minimum tax also enhanced through the finance act 2020 which also contributed negatively
to the overall performance of the entity. Despite of all the above efforts and the cost reduction strategies company end
its year in anegative zone and reported after tax loss of Rs33.972 M.

The composition of Board of Director reflects amix of varied background with rich experiencein the field of business
to provide strategic guidance and inputs regularly to the company’s management.

The Board is assisted by its committees. The Audit committee reviews the financial statements and ensures that the
periodic / annual financial statements fairly represent the true financial position of the company. It also ensures the
effectiveness of internal control. The HR committee overviews the HR policy framework and recommends selection
and compensation of senior management team with a continuous watch on succession planning done by the company.

The Board also remains focused on increasing shareholders’ value through efficiency enhancement and diversification
initiatives and enduring contribution towards development of the farming community.

Inthe end | would like to acknowledge the immense contribution and commitment of each member of the leadership
team and employees of the company, who played a role to ensure the company’s continued growth and success.

Thanks and regards
’

v
Qamar Mubeen Jumani Place: Karachi
Chairperson Dated: January 01, 2021
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@ugar

Total Sugar Production per million tons has witnessed a 125% increase in 2017-18 as

compared to 2009-10 while increase in Sugarcane area per hectores over the same period
was 29%.
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@/Iolasses

The Pakistan sugar sector has the capacity to produce over 2.5 million metric tons (MMT)
of molasses available for processing into ethanol. To maximize returns, the sugar industry
processes molasses to produce anhydrous and hydrous ethanol. Countrywide, nineteen

distillery units have an annual ethanol production capacity of over half a million tons.
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Statement Of Compliance With Listed Companies
(CODE OF CORPORATE GOVERNANCE) REGULATIONS, 2019

Name of company: KHAIRPUR SUGAR MILLSLIMITED
Year ending: 30TH SEPTEMBER 2020

The company has complied with the requirements of the Regulations in the following manner.

1. The total number of directors are 7 as per the following:
a Male: 5
b. Female: 2
2. The composition of board is as follows:
a) Independent Directors Lt. Gen (Rtd). Anees Ahmed Abbasi

Lt. Gen (Rtd). Tahir Mahmud Qazi

b) Other Non-executive Director Mr. Fahad Mubeen Jumani
Mrs. Qamar Mubeen Jumani
Miss. Arisha Mubeen Jumani

c) Executive Directors Mr. Muhammad Mubeen Jumani
Mr. Faraz Mubeen Jumani

d) Female Directors Mrs. Qamar Mubeen Jumani
Miss. Arisha Mubeen Jumani

Fraction (0.33) related to the requirement for number of independent Director is less than 0.5 and therefore,
has not been rounded up as one.

3. The Directors have confirmed that none of them is serving as a Director on more than seven listed
companies, including this Company;

4, The company has prepared a Code of Conduct and has ensured that appropriate steps have been taken
to disseminate it throughout the company along with its supporting policies and procedures.

5. The Board has developed a vision / mission statement, overall corporate strategy and significant policies
of the Company. The Board has ensured that complete record of particulars of the significant policies
along with their date of approval or updating is maintained by the company;

6. All the powers of the board have been duly exercised and decisions on relevant matters have been taken
by board/shareholders as empowered by the relevant provisions of the Act and these Regulations.

7. 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. The board has complied with the requirements of Act and the Regulations
with respect to frequency, recording and circulating minutes of meeting of board.

8. The board of directors have aformal policy and transparent procedures for remuneration of directorsin
Accordance with the Act and these Regulations.

9. Out of seven Directors one Director is exempted from Directors training program on the basis of level
of education and length of experience as provided in the Regulation. Other remaining Directors could
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not attend the Director training program due to the outbreak of corona virus and multiple challenges.
owever, the relevant compliance will be made till the next financial year end.

10. The board has approved appointment of CFO, Company Secretary and Head of Internal Audit including
their remuneration and terms and conditions of employment and complied with relevant requirements
of the Regulations.

11. Chief Financial Officer and Chief Executive Officer (CEO) duly endorsed the financial statements before
approval of the Board;

12. The board has formed committees comprising of members given below.

a) Audit Committee
Lt. Gen (Retd) Anis Ahmed Abbasi Chairman
Lt. Gen (Retd) Tahir Mahmud Qazi Member
Miss Arisha Mubeen Jumani Member
b) HR and Remuneration Committee
Lt. Gen (Retd) Anis Ahmed Abbasi Chairman
Lt. Gen (Retd) Tahir Mahmud Qazi Member
Mr. Muhammad Mubeen Jumani Member

13. The terms of reference of the aforesaid committees have been formed, documented and advised to the
committee for compliance.

14. The frequency of meetings of the committees were as per following.

a) Audit Committee Quarterly
b) HR and Remuneration Committee One meeting was held during the year.

15. The board has set up an effective internal audit function who are considered suitably qualified and
experienced for the purpose and are conversant with the policies and procedures of the company.

16. 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 (ICAP)
and registered with Audit Oversight Board of Pakistan, that they and all their 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 and that they and the partners of the firm involved in the
audit are not a close relative (spouse, parent, dependent and non-dependent children) of the chief executive
officer, chief financial officer, head of internal audit, company secretary or director of the company;

17. The statutory auditors or the persons associated with them have not been appointed to provide other
services except in accordance with the Act, these regulations or any other regulatory requirement and
the auditors have confirmed that they have observed IFAC guidelines in this regard; and

18. We confirm that all requirements of regulations 3, 6, 7, 8, 27,32, 33 and 36 of the Regulations have been
complied with;

’
A
Qamar Mubeen Jumani Place: Karachi

Chairperson Dated: January 01, 2021
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@dependent Auditor’s Review Report
To The Members Of Khairpur Sugar Mills Limited

REVIEW REPORT ON THE STATEMENT OF COMPLIANCE CONTAINED IN LISTED COMPANIES
(CODE OF CORPORATE GOVERNANCE) REGULATIONS, 2019

We have reviewed the enclosed Statement of Compliance with the Listed companies (Code of Corporate Governance)
Regulations, 2019 (the Regulations) prepared by the Board of Directors of Khairpur Sugar Mills Limited (“the
Company”) for the year ended September 30, 2020 in accordance with the requirement of regulation 36 of the
Regulation.

The responsibility for compliance with the Regulations is that of the Board of Directors of the Company. Our
responsibility is to review whether the Statement of Compliance reflects the status of the Company's compliance
with the provisions of the Regulations and report if it does not and to highlight any non-compliance with the
requirements of the Regulations. 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 Regulations.

As apart 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 Regulation require 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 its related party transactions.
We are only required and have ensured compliance of this requirement to the extent of the approval of the Related
party transaction by the board of directors upon recommendations of the Audit committee. We have not carried
out procedures to assess and determine the company’s process for identification of the related party and that
whether the related party transactions were undertaken at arm’s length price or not.

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 requirements contained
in the Regulations as applicable to the Company for the year ended September 30, 2020.

E%m@k Honn Z5b0t4n $C

Reanda Haroon Zakaria & Company Place: Karachi
Chartered Accountants Dated: January 01, 2021
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(\I;ndependent Auditor’s Report

To The Members Of Khairpur Sugar Mills Limited
On The Audit Of The Financial Statements

Opinion

We have audited the annexed financia statements of Khairpur Sugar Mills Limited which comprise the statement of
financial position as at September 30, 2020, and the statement of profit or loss and other comprehensive income, the
statement of changes in equity, the statement of cash flows for the year then ended, and notesto the financial statements,
including a summary of significant accounting policies and other explanatory information, and we state that we have
obtained all the information and explanations which, to the best of our knowledge and belief, were necessary for the
purposes of the audit.

In our opinion and to the best of our information and according to the explanations given to us, the statement of financial
position, the statement of profit or loss and other comprehensive income, the statement of changes in equity and the
statement of cash flows together with the notes forming part thereof conform with the accounting and reporting standards
as applicable in Pakistan and give the information required by the Companies Act, 2017 (X1X of 2017), in the manner
so required and respectively give atrue and fair view of the state of the Company's affairs as at September 30, 2020
and of the loss and other comprehensive loss, the changes in equity and its cash flows for the year then ended.

Basisfor Opinion

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

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the

financial statements of the current period. These matters were addressed in the context of our audit of the financial
statements as awhole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Following are the key audit matters:

Key audit matter How the matter was addressed in our audit

1. Long Term Financing

(Refer to notes no. 14 to the accompanying financial Our audit procedures included the following:
statements).
Understanding of SBP Refinance Scheme by obtaining
During the year, company obtained loan under SBP | therelevant documents.

refinance Scheme to finance salaries as were available
to company due to ongoing pandemic. The pricing is
below the market rates and accordingly, loan is
accounted for under IFRS -9 and aswell as1AS - 20.

Assessing management assumption of discount rate
through alternative market source including company’s
incremental borrowing rate as well as calculating the
effectiveinterest rate used for calculation of present value.
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Key audit matter

How the matter was addressed in our audit

Owing to use of Judgement involved in ascertaining
the present value and portion of Grant involved, we
considered it a key audit matter.

Confirming the cal culation of present value of long-term
loan and its resulting deferred income.

Assessing the adequacy and appropriateness of the
accounting treatment and disclosure provided.

2. IFRS- 16

(Refer to notes no. 2.5.1 to the accompanying financial
statements)

The company has adopted IFRS 16 “Leases’ on July,
2019. Under the requirement of IFRS 16, the company
recognized right of use assets and lease liabilities for
certain lease payments i.e., these leases are on the
statement of financial position.

The matter is considered as a key audit matter because
the application of this standard requires management
to make judgements, estimates and assumptions with
regard to lease term and discount rate for calculation
of lease liabilities.

Our audit proceduresin relation to the matter included:

Obtained an understanding of the company’s processes
and related internal controls for lease accounting,
including those relating to assessment of discount rate,
lease term and extension options and considered their
appropriateness.

On asample basis, tested the lease data by comparing
the lease agreement with related IFRS 16 calculations.

Tested on a sample basis, the calculation of right of
use asset and lease liability by performing recalculation
and tracing the terms with relevant supporting
documents.

We also considered the adequacy of the related
disclosures and assessed these are in accordance with
the applicable financial reporting standards and the
CompaniesAct, 2017.

Information Other than the Financial Statements and Auditors Report Thereon

Management is responsible for the other information. The other information comprises the information
included in the Annual Report but does not include the financial statements and our auditors’ report thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

Responsibilities of Management and Board of Directorsfor the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statementsin accordance with
the accounting and reporting standards as applicable in Pakistan and the requirements of CompaniesAct, 2017 (XIX
of 2017) and for such internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.
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In preparing the financial statements, management is responsible for assessing the Company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic
alternative but to do so.

Board of directors are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with 1SAs as applicable in Pakistan, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

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

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

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

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

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

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

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

3t
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From the matters communicated with the board of directors, we determine those matters that were of most significance
in the audit of the financial statements of the current period and are therefore the key audit matters. We describe these
mattersin our auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

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

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

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

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

d) no zakat was deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980).

The engagement partner on the audit resulting in this independent auditor’s report is Muhammad Haroon.

(Camealls, oo Zokutin 4%

Reanda Haroon Zakaria & Company Place: Karachi
Chartered Accountants Dated: January 01, 2021
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CODE OF CONDUCT

Management of Khairpur Sugar Mills Limited established the Company on very sound principles and envisioned
its development and growth on the basis of making no compromise in any aspects of business practices. Management
is guided by the following principlesin its pursuit of excellence in all activities for the attainment of the Company's
Objectives.

THE COMPANY

. Fulfill al statutory requirements of the Regulatory Authority and follow all applicable laws of the country
together with compliance of accepted accounting principles, rules and procedures required.

. Deals with all stakeholders in an objective and transparent manner so as to meet the expectations of those
who rely on the Company.

. Meet the expectations of the spectrum of the society and the Regulatory Authority by implementing an
effective and fair system of financial reporting and internal controls.

. Uses all means to protect the environment and ensures health and safety of the employees.

. Activities and involvement of directors and employees of the Company in no way conflict with the

interest of the Company. All acts and decisions of the management are motivated by the interest of the
Company rather than their own.
. Ensures efficient and effective utilization of its resources.

ASDIRECTORS

. Promote and develop attractive environment through responsive policies and guidelines to facilitate
viable and timely decisions.

. Maintain organizational effectiveness for the achievement of the Company's goals.

. Support and adherence to compliance of legal and industry requirements.

. Safeguard the interest and assets of the Company to meet and honor all obligations of the Company.

. Promote a culture that supports enterprise and innovation with appropriate short—term and long term

performance related towards that are fair and achievable in motivating management and employees
effectively and productively.

ASEXECUTIVE AND MANAGERS

. Ensure cost effectiveness and profitability of operations.

. Provide directors and leadership for the organization and take viable and timely decisions.
. Develop and cultivate work ethics and harmony among colleagues and associates.
. Encourage initiatives and self realization in employees through meaningful Empowerment.
. Promote and develop culture of excellence, conservation and continuous improvement.
. Provide pleasant work atmosphere and ensure an equitable way of working and rewarding system.
. Institute commitment of environmental, health and safety performance.

ASEMPLOYEE AND WORKERS

. Observe Company policies. regulations and codes of Best Business Practices.

. Exercise prudence in effective, efficient and economical utilization of resources of the Company.

. Make concerted struggle for excellence and quality.

. Devote productive time and continued efforts to strength the Company.

. Protect and Safeguard the interest of the Company and avoid the conflict of interest. Ensure the primary
interest in all respectsis that of the Company.

. Maintain financial integrity and must avoid making personal gain at the Company's cost by participating

in our assisting activities which complete with the Company.
3
J
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@reen Energy

According to government officials and experts, it could be possible to produce 2000—-3000
MW of electricity from local bagasse during the sugarcane crushing season, which
normally begins in October and continues for about 120 days. Pakistan could generate

1500 MW of electricity daily by using bagasse once the sugar mills are able to acquire
efficient machinery.
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@nimal Feed

Animal feed is another source of sugarcane. Molasses is the readily available source of
sugar and phosphorus to the animal body. The urea molasses diet can be successfully fed
as a sole ration with little protein supplement and forage to growing calves and lactating
animals. Sugarcane tops are palatable and cattle can be maintained entirely on them with
a little supplement of concentrate mixture or leguminous feeds. Bagasse with High-
pressure treatment improves the palatability and digestibility of bagasse. It can be fed
up to 4 kg to adult cattle for maintenance after chaffing it.
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is\tatement Of Financial Position

As At September 30, 2020

ANSETY

MNon-Current Assets
Property, plant and equipment
Intangible asscts
Laong term deposils

Current Assets
Stores, spares and loose tools
Stock in rade
Loans and advances
Deposits, prepaviments and other receivables
Cash and bank balances

Total Asseis

EHATY AND LIABILITIESN

Authorvized Capital
20,000,000 Ordinary shares of Rs. 10 cach

Share capital and reserves

Issued, subscribed and pad up capial

Revenue reserves - aceumitlated profic / (loss)

Surplus on revaloation of property, plant and equipiment - net
Shareholders' equity

MNon-Current Liabilities
Lonyg term financing
Deferred labilines
Drefered grant
Finance lease

Current Liabilitics
Current portion of linance lease
Current portion of Tong term Anancing
Short term borrowings
Trade and other pavables
Accrmed markup
Provision for taxation

Contngencies and commitments
Total Equities and Liabilities

The annexed notes | to 40 form an integral part of these financial statements.

Muhammad Mubeen Jumani
Chief Executive Officer

Place: Karachi, Dated: January 01, 2021

Mirza Muhammad Bilal Kamil
Chief Financial Officer
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26240

m——— Rupeex in thoasond -——-

J0f9

2,332,102 2,317,193
6,307 6.307
3,979 1,979

2,342,388 2327470

165,071 139,396
426,209 $54.265
453,609 152219
226,415 219,227
S0.373 ®0.503
1,321,677 1645810 '
3,664,065 3,973,289
200,000 200.000 |
160,175 160,175
140,698 145,320 )
656,590 682,383 |
057,463 990,887 |
824,503 674,177
59,468 1288090
9,932 =
7.978 7452
901,971 RI0.519 |
13,333 4,963
39,375 -
1,248,043 1,345,324
433,690 751,210
11,899 48,106
58,291 22,280
1,504,631 2,171,883 |
I
3,664,065 1,073,080

Faraz Mubeen Jumani
Managing Director



3lst

Report ”KHAIRPUR
2020 N\ SUGAR MILLS LIMITED

//gtatement of Profit or Loss & Other Comprehensive Income

—
For The Year Ended September 30, 2020

2020 209
Note  —---- Rupees in thonusand ——-—

Sales - nel 21 4.290.858 4,252,277
Cost of sales 22 (3.781.737) {3.856,845)
Gross profit 509,121 395,432
Administralive expenses 23 (179.017) [192,991)
Distribution cosi 24 (15,084) (26,249}
Other incomes 25 27025 20,364
Other operaling expenses 26 (286) (1,892}
(167.3062) [200,76E)
Operating profit 341,759 194,664
Finance cost 27 (336.401) (279 78T
Profit / (loss) before taxation 5358 (#5,123})
Taxation 22 (39.330) 21,120
Laoss after taxation (33.972) {64,003)
Other comprehensive income far the year
(a) Items to be classified to profit and loss
account in subsequent period - -
(b} Ttems that will not be reclassified to profit and loss
account in subsequent period -
Remeasurement of defined benefil liability - net 548
S48 z
Tolal comprehensive loss for the year (33.424) (64,003)
Lnss per share - basic and diluted 29 (2.12) {4.00)
The annexed notes | to 40 form an integral part of these financial statements.
Muhammad Mubeen Jumani Mirza Muhammad Bilal Kamil Faraz Mubeen.JumEr_{i
Chief Executive Officer Chief Financia Officer Managing Director

Place: Karachi, Dated: January 01, 2021
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@tatement Of Changes In Equity
For The Year Ended September 30, 2020

Revenue Revaluation
SARMEL, PEFEVES - suerpdus on
subscribed & _— WBE Total
e ool Accumefated praperty, plant
P 0P floss) / main and equipmens
——————— Rupees in thousang -—-—-—-—
Balance as at September 30, 2018 160,175 (0 130) 255,329 207374
Loss Tor the year - (64,003 - [GEAIEY]
Tatal comprehensive income - (64,003 [EANTEY
Revaluation surplus arises during the year - net ol 1ax - - 450,352 450,252
Frosent value of long term loan on imilial recognilion - Haf, 430 - +0d 480
Feversal of present value adjustment of long term loan
o1 dercognition - (69.316) {68.314)
Transfer of incremental depreciation from revalgation
surplus on property, plant and machinery
= net ol tax - 23,298 {23,298) -
- 420,462 427,054 B47,516
Balance as at September 30, 2019 160,175 148,329 682,343 QOMLEHT
Toss for the vear - {33,972) - {33,972
Crher comprehensive income - S - S48
- (33424 - {33424y
Taotal comprehensive income
Present value of long term loan on initial recognition - - - -
Beversal of present valoe adjostment of long term loan
om dercosmition - - - -
Transfer of incremental depreciation from revaluation
surplus om property, plant and machinery
- net of tax - 25,7493 (25,793) -
- 25,793 (23,793}
Balance as at Seprember 30, 2020 160,175 140,698 656,590 G5 463
The annexed notes [ o 40 form an integral part of these inancial statements.
Muhammad Mubeen Jumani Mirza Muhammad Bilal Kamil Faraz Mubeen.JumEr_{i
Chief Executive Officer Chief Financia Officer Managing Director

Place: Karachi, Dated: January 01, 2021
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Statement Of Cash Flows
For The Year Ended September 30, 2020

A CASH FLOWS FROM OPERATING ACTIVITIES

Profit / (Loss) before taxation

Adjustment for non-cash charges and other ltems:
Drepreciaticn
Ciratuity
Finanes cosi
Gain on disposal
Working capital changes
Cash gsenerated from operations
Finance cost paid
Workers' Profit Participaton paid
Gratuity paid
Inconme tax paid

Met cash generated from / (used in) operating activities

B, CASH FLOWS FROM INVESTING ACTIVITIES

Capital expenditure

Capital work-in-progress

Long term deposits paid

Proceeds from disposal of propercty, plant and equipient

Met cash used in investing activities

L. CASH FLOWS FROM FINANCING ACTIVITIES

Market Commitlee fee
Long term loans
Payment af lease liability
Short term finance - net

Met cash (used in) / generated from financing activities

Mel inerease { (deerease) in eash and cash equivalenis
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the vear

I'he anpexed notes 1 o 40 form an integral part of these financial statements.

Mirza Muhammad Bilal Kamil
Chief Financial Officer

Muhammad Mubeen Jumani
Chief Executive Officer

Place: Karachi, Dated: January 01, 2021

¢ KHAIRPUR
N\ SUGAR MILLS LIMITED
2624 2008
Nuote  ——— Rupees in thousand ——-
5358 (53,123
120.639 101,629
2,742 ERIL
336,401 271,364
(42) -
a1 (23.618) {204 E96)
441,480 91,987
(277.785) (I1R2.EL6)
= (6.300)
(44.608) (6.572)
(26.307) {3E.979)
92.780 {142,680
(110,200) {239.926)
(2.742) (5.574)
= (24223
1,200 -
(111,742) {247,922
{4.020) £4.0207
LOE000 -
(14.867) &
{97.281) 451.217
(11.168) 447 197
(30,130) 56,595
80,503 23,908
50,373 80503
Faraz Mubeen Jumani

Managing Director
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ﬁﬁotes To The Financial Statements

&A
For The Year Ended September 30, 2020
{ LEGAL STATUS AND NATURE OF BUSINESS

Khairpur Sugar Mills Limited (the Company)y was mcorporated in Pakistan on August 23, 1989 as a public
Hmited company under the repealed Companies Ordinance, 1984 (Now Companies Act, 20071 The Company is
listed on Pakistan Stock Exchange Limited, The company is principally engaged in the manulfacture and sale of
sugar and by-products,

The geographical location and address of the Company’s business units, including plant is as under:

- The registered office of the Company is situated at 3rd Floor, Plot No. 15-C, 9th Commercial Lane,
Lamzama, D H.A, Phase-V. Karachi,

- The manulacluring facilitics of the company are situated al Naroo Dhoro, Tando Masti road, Taluka Kot
[2iji, Khairpur in the province of Sindh,

.7 A novel srrain of coronavirus (COVT-19) that first surfaced in China was classified as a pandemic by the
World Health Organization on 11 March 2020, impacting  countries globally including  Pakistan,
Government of Pakistan has taken cerlain measures o reduce the spread of the COVID-12 including
lockdown of businesses, suspension ofF Might opesations, intercity movements, cancellation of major events
¢le, These measures have resulied moan overall coomomic slowdown, disruptions o varous business,
However, currently, the potenial impacts from COVID-19 remain uncertain, including, among other
Lhings, on cconomic conditions, businesses and consumers. The extent of these impacts on the Company
are unclear. The Company is conducting business with some modifications o employvee working and
cancellation of certain events, among other modifications while following all necessary Standard Operating
Procedures (S0Ps). The Company will continue o actively monitor the situation and may take further
actions that alter its business operations as may be required by Tederal, provineial or local authorities or that
are in the beat imerests of our employees, costomers, pariners, suppliers and stockholders, However, the
management based on its current assessment considerad that there would be no signilicant impact that will
adversely affect its businesses, results of operations and fmancial condition i fulire period.

2 BASIS OF PREPARATION

2.1 Sratement of Compliance
The Finaneial statements have been prepared i accordance with the accounting and reporting standards as
applicable in Pakistan for fnancial reporting. The accounting and reporting standards as applicable in

Pakistan comprize of:

- International Financial reporting standards (IFRS standards) issued by international Accounting
standards Board (1ASR) as notified under Companies Act, 2007, and

- Provisions of and dircclives issued under the Companics Act, 2017,

Where the provisions of and directives issued under the Companies Act. 2007 differ from IFRS standards,

the provisions of and directives issued under the companies Act, 2017 have been followed

2.2 Busis of Measurement

These financial statements have been prepared under the historical cost convenlion, excepl as otherwise
disclosed hereafier,
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ﬂﬁotes To The Financial Statements
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For The Year Ended September 30, 2020

23 Functional and presentation currency

These financial statements are presented in Pakistani mpees which is the funcoional currency of the
company. Figures are ronnded off to the nearest thousand rupee,

24 KNignificant acconnting estimates and judements

The preparaton of financial statements in conformity with approved accounting standards requires the use
of certain critical accounting estumates. [t also reguires management 1o exercise its mdgment in the process
al applying the Company’s accounting policies. Estimates and judgments are continually evaluated and are
based on historie experience and other factors, including expectation of fulure events that are believed to
be reasonable under the circumstances. Revisions o accounting estimates are recogniscd in the period in
which the estimates are revised and in any future period alfected,

In the process of applyving the accounting polices, management has made the following cstimates and
Judaments which are significant (o the financial stalements:

a) Determining the residual values and useful lives of property, plant and equipments (Note 3.1%
by Tmpairment £ adjustments of inventories and stores o their nec realizable value (Note 3.4 & 3.5)
o) Accounting for stall retirement benefits (Mow 3.9

dy Recognition of taxation and  deferred rax { Nole 3.1 and

e} Impaivment of assets (Note 3155 & 3.17)

25 Standards, interprefations and amendmenis to approved gocounting standards

There are new and amended standards and interpretadons that are mandatory for accounting periods
beginning 01 Ocotober 2009 other than those disclosed in note 3.1 are considered not o be relevant or do
not have any significant effect on the Company's financial statements and are therefore not stated in these
financial statements.

2.5 First time adoption of new Standards
The Company adopted IFRS 16, Leases, for its annual reporting periods beginning on October 17, 2019,

IFES 16 Leases' is issued by International Accounting Standards Board (LASBEY i January 2016 which
supersedes TAS 17 Leases', IFRIC 4 Determining whether an Arrangement contains a Lease’, SIC-15
‘Operating Leases-Tneentives' and STC-27 'Evaluating the Substance of Transactions Involving the Tegal
Form of a Lease'.

IFRES 16 introduces new requirements for lease accounting model for leases entered by the lessee. A lessce
recognizes a right-of-use asset representing its right of using the underlying asset and a corresponding lease
labvility representing it obligations to make lease payments, Lessor accounung largely remains unchanged
1, lessors continue (o classily leases as either linance or operating leases,

The Company has adopred TFRS 16 using the modified retrospective restatement approach and has not
restated comparatives for the 2009 reporting period, as permitted under the specific nansinonal provisions
in the standard.

On adoption of TFRS 16, the Company has recognized liabilities in respect of leases which had previously

45
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value of the remaining lease payvments, discounted using the Company’s incremental weighted average
borrewing rate of 16.36 % per annum at October 01, 2009, The lease liability is subsequently measured at
amortized cost using the effective interest rate method.,

September 320, Cciober 01,

2020 i
Rupees Rupees
Total lease liability recognized 9,265 18811

On adoption of IFRS 16, the associated righi-ol=use assels were measured at the amount egual 1o the lease
liability, adjusted by the amount of prepaid lease payments recognived in the statement of linancial position
mmmediately before the date ofinitial application,

The nght-ol-use assels recogmyed subsequent to the adoption are measured based on the inital amount of
the lease lability adjusted for any lease payments made at or before the commencement date, plus any
initial direct costs incurred. The right-of use assets are depreciated on a straight line basis over the lease
rernn as this method most closely retlects the expected pattern of consumption of future economic benetits,
The right-of-use assets are reduced by impairment losses, ifany, and adjusted for certain remeasureiments of
lease liahilicy.

September 30,  Cictober 01,

20020 Jirn
Rupees Ruspreees
The recognized right-of~use assels relate to the following type of asset:
CHTice premises B.H18 18,811
The eflfect of this change in accounting policy is as follows:
Impaect on Statement of Finaneial Positon
Inecrease in fixed assets - right-of-use assets 8828 12,811

Impact on Profit or Loss Account
[ncrease in mark-up expense - lease lability against (2,112
right-uf-usc assets

(Inerease) / decrease in administrative expenses:

Depreciaton on right-of-nse assers (9, 983)
Rent expense 18,815 s
Increase in loss before tax 6,720 -

While implementing IFRS 16, the Company has used a single discount rate methodology for a portfolio of
leases with similar characteristics,

46
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2.5.2 Amendments to standards and IFRS interpretations that ave not yet cffective

The following amendments to accounting standards and interpretations are only effective for accounting
periods, Beginning on or after the date mentionad against each of them. These standards, interpretations and
amendments are either not relevant to the Company's operations o are not expected to have significant
impact on the Company®s financial statements other than certain additional disclosures:

Effective from accounting
period beginning an or afier

- IFR53 3 Busimess Combimations: Amencdments 1o clanty the definiton January 1, 2020
of g business ( Amendmienls)

- 1Aas5 1 Presentation of Financial Statements and 1AS § "Accoumting
Policies, Changes in  Accounling Estimates and  Errors';
Amendments  regarding the  definition  of  material
CAmendments)

January 1, 2020

IAS 39,
; IFRS 9 o : January 1, 2020
vy Amendment for interest rate benchmark reform. L
& IFRS
-
- IFR5 16 jd~.1|1+.:|1v|jr1'|::f1l in_ TEASES 10 Pl'uvid-;: practical relief for lessee Tusies1 2020
n aceounting for rent coneession,
- TAS Amendments in Presentation of Financial Statements’ for January 1, 2022
classification of liahilitics as current or non-current
- 1AS 3T Amendments  in Provisions, Contngent  Liabilities  ancd January 1, 2022
Contingent Assets” for Onerous contraci-cos of Tulfilling
comiract,
- 1AS 1A Amendments in 'Property, Plant and Equipment’ Tor proceeds Jdanuary 1, 2022

befure intended use,

I addition to the above standards and amendments, improvements Lo various accounbing standards have
also been issued by the IASB. Such improvements are generally elfective for accounting periods beginning
on or after 01 January 2020, The Company expects thatl such improvements 1o the standards will not have
any impact on the Company’s financial statements in the period of initial application.

The TASE has also issued the revised Conceptual Frunework lor Financial Reporting (the Concepiual
Framework) in March 20018 which 15 effective for annual periods beginning on or after | January 2020 for
preparers of Gnancigl statemenis who develop accounting policies based on the Conceptual Framework,
The revised Conceptual Framework is not g standard, and none of the concepls overnide those in any
slandard or any requircments in a standard. The purpose of the Conceptugl Framewaork s 1o assist JASE in
developing standards, to help preparers develop consistent accounting policies if there is no applicable
standard in place and to assist all parties to understand and interpret the standards.
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2.5.3 Annnal Improvements to IFRS standarvds 20008-2020

The following annual improvements to [FRS standards 2018-2020 are effective for annual reporting
periods beginning on or after JTannary 01, 2022,

- IFE5 % — The amendment clarifies that an entity includes only foes paid or received between the entity
{the borrower) and the lender, including fecs paid or received by cither the entity or the lender on the
other’s behalf, when it applics the “ 10 per cent’ test in paragraph B3 3.6 of IFRS Y in assessing whether
to derecognize a financial liability.

- IFRS 16 — The gmendmient partially amends Mustrative Bxample 13 accompanying IFRS 16 by
excluding the illustration of reimbursement of leaschold improvements by the lessor. The objective of
the amendment is (o resolve any potential confusion that might arise in lease incentives.

- 1AS 4] — The amendment removes the requirement in paragraph 22 of TAS 41 for entities 0 exclude
taxation cash dows when measuring the fair value of a biological asset using a present value technigue.

The above amendiments are not likely w aflect the Gnancial staternents of the Company
3 SIGNIFICANT ACCOUNTING POLICIES

3.1 Property, plant and equipment
Fixed assets - Owned

These are stated ar cost less accumulated depreciation and impairment losses, 10 any, except lor frechold
land, building and plant and machinery, Land is stated at revalued amount less impaimment losses, 17 any.
Building and plant & machinery are stated ac revalued amount less acoumulated depreciation and
impairment losses, il any, Depreciation on fixed assets iz charged to income by applving reducing balance
method art the rates specified in the relevant note.

Meonthly depreciation is charged on the assets acquired during the month, whereas, no depreciation s
charged Trom the month of disposal,

Wormal repairs and maintenance are charged two income as and when incurred. Major renewals and
mmprosvements are capitalized.

The carrying values of tangible fixed assets are reviewed for impairment when event or changes in
circumstances indicate that the carrying value may not be recoverable. Tf any such indication exists and
where the carrving valucs cxceed the estimated recoverable amount. the assets or cash-generating units are
written devan to their recoverable amount.

Crain/ loss on disposal of fixed assets are recognized in the profit and loss account,

Right eof use asvet

A contract is, or containg a lease i7the contract conveys a right to contral the use of an identfied asset Tor a
period of tme in exchange for consideraton. The entity mainly leases properties for its operations, The
entity recognives a right-ol-use assel and lease |1'u|:|i|i[:,' al the lease commencement dste, The right-of-use
asset s aminally measured al cost oand subscquently al cost less any accumulated  deprecianon and
impairment losses il any, and adjusted for centain remeasurements of the lease liability. The right-of-use
assel 1s depreciated at the rales and basis applicd Lo the company's owned assels over the shorter of the lease
term and the aszet's uszeful life. The estimated useful lives of assets are determined on the same basis as that
- — — — dor ewned-assets. Inaddition, the pght-ofuse asseris periodically reduced byimpanmentlesses, any- - -
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Lease Linhilities

The lease lability is initally measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the enoty’s incremental boerowing rate, The lease liahility 15 subsequently increased by the
ittlerest cost on the lease liability and decreased by lease paviments made, 10 s re-measured when there is a
change i future lease pavments arising from a change i oan index or rate, a change 0 assessment of
whether extension option is reasonably cortain (o be exércised or g termination option is reasonably cedain
not o be exercised.

1.2 Capital work in progress

Capital work-in-progress is sated at eost aceumulated up 1o the balance sheet date less impairment i0 any.
Transfer are made 10 relevamnt property, plant and equipment category as and when assets are available Tor

their imtended use,

3.3 Intangible Assets

An intangihle asset 15 recognized as an assets if it is probable that economic benefits attributable to the
assets will Mow to the company and eost of the assets can be measured reliably.

Intangible assets having Fote useful hives are stated at cost less accumulated amorazation and accumulated:
impairment losses, i any. Amortization is charged om the date (he asset is available for use while in the
case of assets disposed of, it is charged Gl the date of disposal. The useful lives and amortization method
are reviewed and adjusted, if appropriate, at each reporting date.

Intangible assets having an indelnite usefl life are stated at cost less aeeumulated impainment losses, il
any. An intangible asset 15 regarded as having an indefinite vseful life, when, based on an analysis of all the
relevant factors, there 15 no foresecable limit to the period over which asset is expected to generate net cash
inflows for the Company.

An mtangible asset with an indefinite vseful life 15 not amortized. However, the carrving amoumt is
revicwed at cach reporting date or whenever there is an indication thar the asset may be impaircd, to azscss
whether it is in excess of its recoverable amount. and where the carying value exceeds the estimated
reconverable amount, it is written down to its estimated recoverable amount.

Gains or losses arising [rom derccognition of an intangible assel are measwred as the difference between the
net disposal proceeds and the carrying amount of the asser and are recognized in profit and loss account
when the asset is derecognized.

A4 Srores and Sparves

These are valued at lower of the moving average cost or net realizable value, Wet realizable value comprise
of estimated selling price in the ordinary course of the business less cstimated cost necessary to make the
zale. Provision is made tor items considered obsolete and slow moving, [tems in transit are valued at cost
comprising invoice price and other charges paid thereon,

Major stores and spare parts qualify for recognition as property, plant and egiipment when the Company
expects t use these for more than one year, Transfer are made to relevant operating lxed assets calegory as
andd when such itgims are ssued Tor use,

- _ Major stores and spare parts are valued at cost less accumulated impainment, ifany. - _ - _
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3.3 Srockin trade

These are valued at lower of weighted average cost and net realizable value. Cost is determined as follows:-

- Work in process Prime cost plus proportionate allocation of manufacturing overheads based on
stage of completion.

Finished goods Pritne cost plus an appropriate allocation of manufacturing overheads,

- &mock of by product MNet realizable value,

Met realizable value comprises of estimated selling price in the ordinary course of the business less
estimated cost necessary to make the sale.

A6 Frade debis
These are classificd at amortized cost and are initially recognised when they are originated and measured at
fair value of consideration receivable. These assets are written off when there is no reasonable expectation

of recovery. Actual credit loss experience over past years is used to base the caleulation of expected credit
loss (ECL).

3.7 Loans, advances, deposits and prepaynients
These are staled al their nominal values net of any allowance Tor uncollectable amounts (iF any),

3% Frade and other payables
Ligbilities for tade and other amouwnts pavable are carried al cost which s the fair value of the
consideration 10 be paid in the future for goods and services received, whether or not billed 1o the
Company.

3.9 Employee benefis

a) Defined contribntion plan

The Company operates a recoghnised provident fund for all its eligible employees, Equal contributions are
macle, both by the Company and the emplovees, o the fund at the vate of 8.33% of the basic salary, The
Company has no legal or constructive obligations o pay further contributions if the fund does not hold

sulTicient assets Lo pay all employees the benefits relating to employee service in the current and prior

periods, The contributions are recognised as employee benelit expense when they are due,

by Defined benefit plan

The Company used o operate an unapproved gratuity scheme (defined benefin plan) for s employees, The
Company has discontmued its present gratuity scheme,

F.I0 Taxarion
Crrrent

Provision for current taxation is determined in accordance with provision of Income Tax Ordinance, 2001,
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Deferred

Deferred tax 15 recognized using the balance sheet liability method, on all temporary differences arising
between the tax bases of assets and liabilities and their carying amounts appearing in the financial
statements, Deferred tax habilities are recognized for all taxable ernporary dillerences, Deferred tax assets
are recognized for all deductible temporary difTerences o the extent that it is probable that the emporary
differences will reverse m the future and axable meome will be available agaimst which the temporary
differences can be utilized,

The carmyang amotmt of all deferred tax assets s reviewed al cach balance sheet date and reduced (o the
cxtent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred lax assels (o be utilized.

Deferred tax assets and labilitics are measured at the tax rates that are excepted to apply 1o the period when
the asscits is realised or the hability is settled, based on tax rates that have been enacted or substantially
enacted by the balance sheet date.

F.11 Provisions

A provision is recognized when the Company has an obligation (legal or constructive), as a result of a past
event and ir 1z probable that an outflow of resonurces embodying economic benetits will be required o settle

the obligation and a reliable estimate can be made of the amoum of the obligation.

F.12 Revenue recognifion

Revenue 15 recognized o the extent it is probable that the economic benefits will flow to Lthe Company and
the revenue can be measured reliably, Revenue is measured at the fair value of the consideration received
or recervable. and 15 reduced for the allowances such as taxes, duties, commuissions, sales returns and trade
discounts. The following recognition criteria muast be met before revenue is recognized:

- Revenue Trom sale of goods is recognized when the signilicant risks and rewards of ownership of the
gouds have passed w the buyer, which comeides with dispatch of the goods (o the customers,

= Return on bank depositz 15 recognized on g time proportion basis on the principal amount outstanding
and the rate applicable while income from held Lo maturity investments is recorded using effective vield
method.

- Miseellaneous income is recognized on occurrence of transactions.
313 Cash and cash equivalents
For the purpose of cash flow statement, these inchide cash inhand and balances at bank,

3.14 Borrowing Cosr

These are incurred on short term borrowings and are charged to profit and loss account in the year in which
it 15 incurred except to the extend of borrowing costs that are directly atrnibutable to the acquisition,
contribition and commissioning of a gualify asser which are capatalized.

315 Financial Instruments

F AN Iniifel Recognifion

All financial assets and liabilities are initially measured at cost which is the fair value of the consideration
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3.15.2 Classification of financial assers
The Company classifies its financial insoruments in the following categories:

- al amorized cost.
- at fair valte through other comprehensive incorme ("FVTOCE), or
- at fair value through profic and loss (“FVTPL™),

The Company determines the classification of financial assets at initial recognition. The classification of
instriments (other than equity insomuments) s driven by the Company’s business mode] for managing the
financial assets and their contractual cash Mow characteristics,

Financial assets ar amortized cost
Financial aszets that mect the following conditions are subscquently measwred at amortized cost:

a)  the financial asset is held within a business model whose objective is to hold financial assets in order
collect contractual cash flows and

B the contractual terms of the financial asset give rise on specified dates 1o cash fows thal are solely
pavients of principal and mterest on the principal amount owstanding.,

Financial assets af fair vafue through OCT
Financial assets that meet the following conditions are subsequently measured at FVTOCT:

i) the financial asset 15 held within a business model whose ohjective is achieved by both collecting
contraciual cash Mows and selling financial assets and

M) the contractual terms of the (nancial assel give rise on specificd dates 1o cash fows thal are solely
pavments of principal and interest on the principal amount outstanding.

Howrever, Company may make an irrevocable election ar initial recognition for particular investments in
equity instruments that would otherwize be measured at fair value through profit or loss to present
sibsequent changes in Tair value in other comprehensive income,

Financial assets at fair vafue through P&L
A financial asset is measured at fair value theough P&L unless it is measured ar amortized or ar fair value
throuah OC],

3.15.3 Financial liahilities
The Company clazsilies its (inancial labilities in the following categories:
= al fair value through prodit and loss (“FVTPL™), or

- al amortized cost.

Financial liabilities are measured at amortized cost, unless they are required to be measured at FYTPL
¢such as instruments held for trading or derivatives) or the Company has opted to measure them at FV TPL.

3154 Subregquent measurement

Financial assets gt FVTOCT

Eleeted investments in equity instruments at FVTOCT are initially recognized at fair value plus transacion

costs. Subsequently, they are measured at fair value, with gains or losses arising from changes in fair value
e T L b L e e e e e e e e e e R e
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Elected investments in equity instruments at FVTOCT are initially recognized at fair value plus transaction
costs. Subseguently, they arc measured at fair value, with gains or losses arising from changes in fair value
recognized in O,

fovestmenls in un-gquoted  equily instruments at FYVTOCT gre imitially recogmized at fair value plus
transaction costs. Subsequently, they are measured at fair value. However, in limited circumstances, whers
there is insufficient recent information 1= available or where there is wide range ol possible fair value
measurements, the cost may be an appropriate estimate of fair value.

Financial assets and labilities at amortized coss

Financial assets and liabilities al amaortized cost are amitially recognized at fhir value plus or minus
transaction costs, and subsequently carned at amortied cost, and i the case of Dnancial asses, less any
mpainTent,

Financial assvets and labilities at FUVTPL

Financial asseis and liabilities cartied at FVTPL are initially recorded at fair value and vansaction cosis are
expensad in the statement of profit or loss and other comprehensive income, Realized and unrealized gains
and losses arising from changes in the fair value of the fnancial assets and habilities held at FVTPL are
meluded in the statement of profit or loss and other comprehensive income in the period m which they
arise. Where management has opted 1o recognize a lnancial Lability at FVTPL. any changes associaled
with the Company's own credit risk will be recopnized in other comprchensive income/( loss), Currently,
there are no financial liabilities designated at FVTPL.

Tmpaivinent of financial assets af amortized cost

The Company recognizes a loss allowance for expected credit losses (ECLs)Y on inancial assets that are
measured at amortized cost. Loss allowances are measured on the basis of life time (ECLs) that result rom
all possible default events over the expected life of a financial instrument.

Lifetime ECL 15 only recognized if the credit risk at the reporting date has inecreased significantly relative to
the eredit nisk at inioal recognition, Further, the Company considers the impact of torward looking
information (such Company's internal factors and economic environment of the country of customers) on
ECLs, Credit Iosses are measured as the present value of all cash shortfalls {(i.e, the difference hetween the
cash Hows duoe to the entity and the cash Tows that the Company expects o receive),

Provision against financial assets measured at amortized cost are deducted from the gross carmying amount
of the assets.

Derecognition

Financial assety

The Company derccopnizes (nancial assets only when the contractual nghts o cash ows from the
financial assets expire or when it transfers the financial assels and substantially all the associated risks and
rewards of cwnership to another entity.

On derecognition of a financial asset measured at amortized cost, the difference between the asset’s
carryug value and the sum of the consideration recerved and receivable is recognized in profic or loss,

In addition, on derecognition ol an invesiment in a debt instrument classilied as at FVTOCL, the comuolative
gain or losa previously accumualated in the investments revaluation reserve 15 reclassified o prohit or loss,

In contrast, on derccognition of an investment in equily instrument which the Company has elecled on
initial recognition to measure at FVTOCT, the cumulative gain or loss previously accunulated in the
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Financial Fabilitics

The Company derecognizes financial liabilities only when its ohligations under the financial liabilities are
discharged, cancelled or expired. The dilTerence berween the carrying amount of the fnancial liability
derccognived and the consideration paid and payvable, imcluding any non-cash assels transferred or liabilities
agammed, 1s recognized in the statement of profit or loss and other comprehensive income,

J AT Offserting of fingncial assers and fingncial Habilittes

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

36 Translation of foreign

Transaction in foreign currencics are recorded into rupecs at the rates approximating those prevailing on the
date of each ransaction. Monetary assets and labilities in foreigh carrencics arc reported in mipecs using
the exchange rates approximating those prevailing on the balance sheet date. Exchange differences are
inchuded in income currently.

307 Impairment

Non-financial avsets

The Company assesses at each balance sheet dare whether there is any indicanion that assets, may be
impaired, T such indication exists, the carying amounts of such assels are reviewed 1o assess whether they
are recorded in excess of their recoverable amount, Where carrying values exceed the respective
recoverable amount, assels are written down o their recoverable amounts and the resulting impainnent loss
18 recognized in profit and loss account. The recoverable amount is the higher of an asset’s "fair value less
costs o sell’ and "value in use'.

When impairment loss 13 subsequently reversed, the carrying amount of the asset is increased to the revised
recoverable amount but limited to the cxtent of the carrying amount that would have been determined {net
of amorctization or deprecianion) had no impaimment loss been recognized, Reversal of impairment loss is
recognized as income.

3.8 Earnings per share

The Company presents basic and diluted camings per share (EPS) lor its ordinary shares. Basic EPS s
caleulated by dividing the profit and loss atributable (o ordinary share holders ol the Company by the
weighted average number of ordinary shares. Diluted EPS is determined by adjusting the profit or loss
attributable to ordinary share holders and the weighted average number of ordinary shares outstanding for
the effects of all dilutive potential ordinary shares.

319 Government Grant

This represents benefit of lower interest rate which is amortized and credited to income in the same year in
which payment of installments including mark up expense talls,

A loan = minally recognized and subsequently measured o accordance with 1FRS 9. TFRE 9 requires loans
al below-market rates to be initally measured at their fair value - e the present value of the expected
fulure cash lows discounted at a market-related intercst rate. The benefit that is the government grand is
measured as the difference between the fair value of the loan on initial recognition and the amount
received, which 15 accounted for according to the natare of the grant.
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2024 20519
Nirte ———= Rupees in thogsand -------
4.1 Depreciation charge for the year hias been
allocated as follows:
Cost of sales 22 102,983 LT 197
Administration cxpense 23 10.656 4432
120,639 01,629

4.1.2 Had the Free hold land. Factory building on free hold land and plant and machinery not been revalued.
the wial carrying values as at Seplember 30, would have been as follows:

2020 2619
———- Rupees in thonsand -——-—-—-

Free hald land - 11,831
Factory building on free hold Tand - | BH, 282
Plant and machinery 11,831 1,105,288

11,531 1.305 401

A3 The forced sale value of free hold land, Factory building and plant & machinery is assessed at
B, 153,000, Re. 251,260 and Rs 126,750 million respectively.

2020 2iie
Note —emeee Rupretes inr thensand -—-—---
4.2 Capital work in progress
Cavil works 9050 7,308
Plant and machinery 15,353 15,353
24,403 21661
5 INTANGIBLE ASSETS
Sofoedre in process 5: 6,307 06,307
51 Saftware in process
Opening 6.307 6.307
Addition during the vear -
6,307 06,307
& FLONG TERM DEPOSTITS
Deposits against cquipment and vehicle inancing 2422 2422
Cither deposits 1,557 1. 557
3.979 3.979
7 STORES, SPAREN AND LONISE TS
Stores, sparcs and loose tools 175,850 130,375
Provizion for slow moving and obsolete items 7.1 (10,779 (10,779)
165,071 | 3% 5596
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2024 2w

———= Rupees in thogsand -------

o Movemens in provision for sfow moving items
and absolescence during the vear is as folfows

Balance al beminning of the vear (10,779 (10,779

Provision made during the yvear - -

Balance at end of the year (10,779) (10,779)
T2 Maost items of the stores and spares are interchangeable in natre and can be vsed as machine spares or

consurmed as stores.

2020 2049
Note ——— Rupees in thowsand -—-----
& STOCKIN TRADE

Finshed goods

- Bugar J02.872 B21,447

- Bagasze 32004 31,833

£.1 424,876 ®53,280

Work in process 1,333 LR35

426,209 HA4, 265

&1 Ioventory having carrying value of Rs. 3883 (2019 : Rs. 683.899)  million has been pledged against
hank [namcing.

2020 2000
Noie ———= Rupees in thowsend -—-----
9 FLAOANS AND ADVANCES
Advances
10 SroWers 9.1 178,686 143,174
- to suppliers 9.2 239,312 181,967
- for expenses - considered good 20,008 19,0492
- to staff 93 2.603 1S
453,609 352,219
01 Advances to prowers
Considered good 178,686 143, 174
Considered bad 1.428 1,428
180114 144,602
Provision tor deubtfual advances (1.428) (1.425)
178,686 143,174
9.2 Advances ta supplicrs
Considered good 239,312 181,967
Conzidered bad 6,294 6204
245,600 188,261
Provizion for doubtful advances {6.294) (0,294
239312 | 81,947

5/(



3lst
Annual -
Report KHAIRPUR

2020 N\ SUGAR MILLS LIMITED

Fﬁotes To The Financial Statements

N
For The Year Ended September 30, 2020
2020 2016
Nete -——— Rupees in thousand ———-
w3 Advances to staff
Considered pood 4,603 79749
Considerad bad A67 67
9.970 H.340
Provision fir doubtfal advances {3a7) {367
9,603 7.979
10 DPEPOSITS, PREPAYMENTS AND OTHER
RECEIVARLEY
Dleposits Lk | 5,841 5.841
Prepavimenis 2.016 53649
Other Receivables 9. 3R2 5.821
Freight subsidy L2 202,195 202 196
136,415 219,237
1.1 In the vear ended September 30, 200%, the company has paid Ks.5.220 million az performance money in

relation to its agreement with Trading Corporation of Pakistan { TCP) for the purchase of 5,000 M. Tons
sugar the season 2007-2008 at a price of Ra, 20,880 per metric wn. Due o non-performance of obligation
by Trading Corporation of Pakistan, the company has withdrawn from the agreement but performance
money is not refunded by TCP. The ease has been decided in favour of TCP during the year and company
has filed review appeal in the Honorable Sindh High Couart.

2 This includes R, 202196 (2019 @ Re 202.196) million receivable apainst the cash Geight subsidy related
to sugar exports made during the financial vear 2018 from Federal Government and the Government of
Sindh.,

2020 Jrg
Note ———— Rupcees in thousand ———
Pl CASH AND BANK BAILANCES
Cash in hand 588 44
Cash ot banks - i cmrent account 49 TRS 20459
50,373 20,503
12 ISSUED, SUBSCRIBED AND PALD UP CAPITAL
2020 e
Number of Shares
16,01 7,500 16007500 Ordinary shares of Re, 10
each fully paid in cash 12:1 16l 175 Lo, 175
121 This include [2.057 (2009 : 2,059 million ordinary shares of Rz, 10 each held by the dircctors and

related parties.

93
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I3 SURPLUS ON REVALUATION (0F PROPERTY,
PLANT AND EQUIPMENT - NET

Revaluation surplus

Balance as at October 01
Addd: Surplus arises during the vear
Less : Tranaferred to unappropriated profit in respect of

incremental depreciation charged during the year

Relared deferred tax labilicy
Balance as at October 01
Increase in revaluation surplus daring the year

Deferred tax on incremental depreciation charged during the vear

2024

2079

~——— Rupees in thousgnd ———-

894,758 357,605
2 569,068
{36.329) (32,815
858,419 594, 758
{212,375) (102,276)
- (1196163
10,536 9,517
{2001,839) (212,375)
656,590 GE2 IR

131 In 20019, the Company has carried out revaluation of frechold land, faciory building and plant &
machinery by independent valuer Mg Oceanic Surveyors (Pvt) Limnted as al 16 Janoary 2009 which
resulted in revaluation surplus by Rs, 569,968 million, The basis of valuation is assessed 7 evaluated at

market value.

Previously, Revaluation was carmied ont by independent valuer M, Amir Evaluations & Consultants and
Mifa, Consultancy Support & Services (Management Consultants)y as at January 25, 20016 and March 29,
20103, December 11, 2007, which resulted in revaluation (deficit) ¢ soeplus amounting o B (44.962)
mullion, B 125,753 million and Rs 200386 million respectively.

f4 LONG TERM FINANCING

Loan from related parties
SBP payroll refinancing

141 Loan from related partics
= Idrectors
Ciriginal value of loan
Less: Present value adjustment

Adil: Tnterest charged to profit and loss account w date

Present value adiusiment
Opening balance
Present value adjustunent recognized during the vear
Feversal of present value adjustment on derccognition
Transferred (o profit or loss in preyious vears

2020 2ie
Naofe  —eme—ee Rupees in thouwsand ———-
4.1 ToE. %00 674,177
4.2 55,693 -
514,503 G794, 177
1,140,657 1,140,657
14, 1.1 (460.479) (531,584)
94,722 65,104
ToE,900 674177
531,583 134,414
- 466,450
- {69.310)
{65,104) E
466,479 531,583

T4 1.1 These loans have been obtained from directors and is unsecured. In accordance with IFRS 9: Financial
Instruments, these loans have been measured at amortized cost caleulated at one year kibor tate.
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14.2 Payproll Financing
Note

Opening
Adddition
Preacnt value adjustment

Current portion
Deferred grant

15 DEFERRED LIARILITIES

Stall retirement gratuity 151
Deterred tax liability |

Marker Conmumities foe 15.3
Less: Current portion

15.1 Kraff retivement benefits

Movement in defined obligation Present
value of defined benefit obligation
At beginming of the vear
Charge for the year 15:1.1
Cither Comprehensive income
Benetit paid during the year

Ad the end of year
TS LT Charge for the year

Tnlerest cosl

I5. 1.2 The latest actuarial valuation for gramicy fond was caried out as al September 30, 2020, using (he
Projected Tnit Credit Method (PUCM), The principal actuarial assumptions gsed for the purpose of the
valuation are stated below. During the year. the company has updated the assumptions related to interest

rates due 1o change in circumstances.

Discount rate used for interest coat in P& L charge
Discount rate for vear end obligation

Expected rate of increase in salary

Mortaliny rates

Retirement Assumption

2020 2019

——- Rupees in thousand ———|

)

1
105,000 -
(11,541) -
43,459 ;

I
(39,375) : =
L60Y = I
55,603 =

]

]

|
24,133 66,547 |
21,266 44254 |

]
18,080 22,109 |
{4.020) {4.02m|
14,069 15,084
59 468 128,590
66,547 64,1711
2,742 2,008
(548) 2
{44,608) (6,572)
24,133 66,547
2.742 O.008

2024 2419
12.50% 4 (5%,
9.75% 14050

NIA MiA

™A Mia
Age 6l Age b}

2oz
Diseount Raie
+100 bps =16} bhps

———— Rupees in thonsand ———----
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15, 1.3 Sensifivity analysis

(= LM bpa) on present value of defined benefit obligation
Present value of defined benefit obligation 23,892 24,374

2020 Jupd
--------- Rupees in thonsangd -———

15.2 Deferred rax lability

Deductible temporary differences:

Tax losses 326,880 357,672
Minimuwm tax credit 208,665 F50L4306
Prowision for gratuily 6,332 I 845
Prowvision [or stores, loans and advances 4,950 5118
546,836 531,635

Taxable temporary differences:
Accelerated depreciation (237.123) (255,670
surplus on revaluation (201,839) (212,375
(438,962) (465,045)
Unrecognirved deferred ax assct (129,140} (107,844
Deferred tax liabilicy {21.206) {441,254)

15.2.1 The deferred tax asset of Re. 129,140 million (2019 : Rs, 107, 844 million) has not been recognised owing
Lo umeeriainty regarding Amore profitability against wihich defered i asset could be seraff,

In the year ended 30 September 2015, the Company has settled the petition Aled before the Honorahle
High Court of Sindh against Market Committee, Kotdegi for pavment of Market Commirttee tec for
pending years tfrom 2003-2004 o 200 4-2015. As per agreed terms. the Company is liable to pay Rs.
40,199 million in 20 installments.

& FINANCE LEASE
In 20148, the Company entered into lease agrecment with leasing company to acquire plant and machinery. The
purchase option 15 available to the Company atfter pavment of the last installment and on surrender of deposic at

the emd of the lease period. Taxes, repairs and maintenance, insurance and other cosis relating o the leased assets
are to be borme by the Company, The implicit rate of returm on lease linance is 10, 26% per annum,

Daring the year the Company has entered into a lease agreement with leasing company to acquire a fork hifier,

Daring the vear the company recoonise right of vse asser for its office premises and wehicles which were

]
i
I
I
I
I
I
|
I
I
I
I
I
I
|
I
|
I
I
I
I
|
|
|
I
I
I
|
)
|
I
]
i
I
I
I
I
|
I
I
| 153 Marker committee fee payahle
I
I
|
I
I
I
I
I
I
I
I
I
I
I
I
|
I
|
I
|
I
I
i
I
I previowsly classiNed as operating lease assel,
I

Set out below the carrying amount of lease habilities and the movements during the vear:
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2028 20759
Nite  ————e Rupees in thausand -———
As at Octaber 01 12,415 17073
Additions 23,763 -

Interest expense 3,948 | 854
Paymenls {18,815) 6.512)

As al September 30 21,311 12415
Current 13,333 4,063
MNim-current 7978 TA52
21,311 12,415

16,1 Lease Nabilifies are payable as follows:
Minimum lease payment

Upto ome year 15,595 0h.745

Muore than one vear but less than five vears 8660 H421

24,255 L5, 16k

Financial charges

Upto one year 2,262 |.782

More than one vear but less than five years 6H2 G640

2,944 2751

Present value of minimum lease payvments

Lipto one year 13,333 4,963

More than one vear burt less than five years T.978 74352

21,311 12413
Current maturity shown wnder current labilities (13,333 (4,963)

7.978 7.452

7 SHORT TERM BORROWINGS
- From Bavfking Companies
Kecured
Cash hinance 17.1 1,138,300 1,313,917
- From Relafed pariiex
Unsecured
from directors 72 59,743 31407
1,248,043 1,345,324
171 This represents roll over secured cash financing facilities from banking companies. These facilities camies

mark-up at 3 MMonth KIBOR + 2.3% to 4% (20019 ; 3 Month KIBOR + 7.3% to 5%) por annum
respectively, The facilitics are scoured against pledge of sugar stock of the Company. first cquitable
morigage over land and property of associated company and personal goarantees of all directors of the
Company and subordination.

Available Limits Umervariled Limits

Nature of Facility 2020 20i% 2020 2000
---------- Rupees in million == ccccceua

Running Finance 2,200 2,500 1,012 1,186

Fleet Finance 17.11 23 5.61 3R

L.Coatsight - (i - 40
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7.2 This reprosents loan from directors which is unsecured and interest free and pavable on demand.
2024 2019
Nate e Rupreex in thotsand -————

I8 TRADE AND OTHER PAYARLES

Creditors 35,500 106,446
Accmed labilities 16,491 11,045
Market committee fee payable 10631 5,720
Advance from customers 115,284 496,920
Unclaimed gratuiy 14,341 14,341
Sales tx pavahles 61,107 9 H2T
Workers' Profit Participation Fund 181 941 40
Workers' Welfare Fund 9,199 4,199
Income tax pavable 2,398 1,022
Other payables - Related Partics 18.2 167,798 95 850

433,690 751,210

I8 1 Workers™ Profir Participation Fund

Balance at 0 October 44 . 266
Tnterest on funds utihzed in the Company’s business 1101 74
Paiel during the year - {6, 30HT)

941 R

The Company retnins the allocation o this fumd for its business operations 6ll the amounts are paid
together with interest at preseribed rate under the Act,

182 Cther payables - Refated Parfies

This represents unzecured and incerest free loan obtained from assoeciated company and pavable on
demand.

2020 204
------- Rupees in thowsand -————
19 PROVISION FOR TAXATION

Cipening Balance 22,280 {0.28K)
Provisiom for the year 62,318 62805
Prior year - 4,742

H4,598 61,259
Incoime tax paid £ dedocted during the year (26.,307) (38,979
I'ax pavable / {refundable) 58,291 22,280

28 CONTINGENCIES AND COMMITWENTS
2T Cronlingencies

2fL 7.7 The Company has filed three petitions against the mnpugned contribution amount of toralling Rs.8.37
million against Social Security, Sukkur Directorate and Sindh Employvees Social Secority Instition,
Karachi, If these cases are allowed against the company, then the company has to pay a sum of Rs8.37

e RIS s T e e e e R e e e e R e e e e e B e e e e e e e e
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The Company expects favourable oulcome of these cases, hence no provision has been made in these
financial statements.

20 0.2 A show canse nolice has been served by the Collectorate of Cusioams, Sales Tax and Central Excise
regarding non-payment S charging of farther tax o wnregistered persoms on sales made in the month of
December 2000, Janmary 2001 and May 2000 amounting to Bs.2.31% million and order against the
company has been obtamed by the Collectorate. The company has challenged that Order dated December
25, 2008 in the High Court of Sindh. In current year, The Hon'ble High Court of Sindh has decided the
case 1 favour of company, the department has fled the appeal in the Hon'ble Supreme Comt of Pakistan.

20.1.3 During the year 2008-10, the Company aleng with other sugar mills filed o Consttutonal petition before
the Honorable High Court of Sindh against Pakistan Standards and Ouality Controls Aathority - PSOQOUCA
challenoing the notificanon ssued in respect of registration of the astandard mack for refined suoar
manufaciured and sold by the Company and Tevy of marking Tee at the rate of (K1 % of ex-faclory price of
sugar sold with effect from January 01, 2009,

The Honorable High Court of Sindh decided the ecase in favour of Company. Against the said order,
PROCA filed anappeal belore the Honorable Supreme Court of Pakistan, The Honorable Supreme Court
of Pakistan passed the intenm order against PSOQCA restraining from demanding any marks or heensing
fee from the sugar mills all further order.

The Company is of the view that the demand raised is without any lawful authority and s in violation of
the Constitution, hence . no provision is made in this regard.

2. 1.4 In financial year 2019, various growers have filed constitutional petition in Sindh High Court (SHC) against
sugar mills in the province of Sindh for non-compliance of the judgment of the Supreme Court relating o
quality premimm to sogarcane srowers, Subsequent to the year end, the SO has direeted the provineial
cane commmissioner to determine the sucrose recovery rate for the crushing seasons of the last 20 years to
determine quality premium payable by sugar mulls i the province. Since the matter 15 subject
determination of sucrose recovery rate by the cane conunissioner, the expected liability in respect of
guality premimm (il any) can not be determined at this stage as the rate 5 not vet determined by the cane
commiszioner till the dare of the authorization of these financial statcments. Thercfore. no provision has
been made in the financial statements,

20.1.5 In financial year 2019, the company has filed an appeal with CIR (appeals) Sukkur against order passed uw/s 161
of Ineome Tax Ordinance, 2000 raising a disputed demand of Rs, 3,414 million, The said appeal is
pending bul manageiment & legal advisor are expecting a [avorable outcome. Hence, no provision is made
in this regard.

2020 2000
Note  eeee Rupees in thowsand -———
262 Comntifments
Ctstanding lerer of credics - 21 864

Connmitments against Meel finance - 14,538
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2f SALES-NET

|

Sugzar = local 4.532.11a 4,233,122 :
Sugar = export - 195,915 1
4,532,116 4,420,037 |

Sale of by-products 412,643 348,405
4,944,759 4,777,442 :

Sales tax (H53,901) (325,165},
4,290,858 4,252.277 :

22 COST OF SALER

]
I
]
I
]
Raw malerial consumed 2,983,676 3,125,792 :
Stores and spares consumed 34.681 323057
Packing material conswmed 30,3949 38,962 |
Salaries and wages 221 121,699 130,800 :
Power and fuzl 29,1949 33,422 1
Freighr and handling 2,998 3,676 :
Wastage removing and cane feeding 6,923 2,954
Fepair and maintenance 16,675 45,450 :
Printing and stationsry 1,028 1581
Yehicle manning expenses 11,264 L0081 !
Insurance 5,156 2612 :
Depreciation 4.1.1 109,953 L A
Manulacturing expenses 3353681 3,536,967 :
|
Cipening stock of work in process 985 426 :
Closing stock of work in process (1,333) (955}
(348) (59)
Cost of goods manufactored 3,353,333 3,236,908
I
Opening stock of finished goods B53,280 LATERT)
Closing stock of finished goods (424.876) (8532803
428,404 319,937 |
3,781,737 3856845

2.7 These include an amount of Ba. 1,632 (2019 1 Bs. 3.479) million in respect of statf retirement benefics.

2020 204

Nore e RRPEES T TROHS AR e

23 ADMINISTRATIVE EXPENSESN

Salaries and other benefit 231 115,388 120,754
Communication cxpenscs 3.215 3,442
Repair and maimienance 3.316 3,796
Traveling and conveyance 12,703 4,222
Electricity and oas ’,270 8,570

ok
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Legal and professional charges 5,285 3810
Fees and subscription 2,679 4,162
Fent, rates and taxes 41 50198
Primting and stationary 1,426 [.320
Entertainment 6,020 7.007
Insurance 3438 5,742
Auditors’ reruneration 232 296 94
Security expenses 1,396 1,941
Cieneral expenscs 4,188 2.021
Depreciation 4.1.1 10,656 4,432
179017 192,949

231 These include an amount of Bs. 108 (201049 0 Rs 3.529) million in respect of stall retirement benelits.

2020 20048

Naore wmmmnme Rppprees in hous@nd =—————

23.2 Awditors' remuneration

Stafutory audil T3 (i
Half yearly review 133 121
Review report on code of corporate governandae 74 i
Other certilications Pl L5
Out of pocket expenses a7 33

996 S04

24 PDISTRIBUTION COST

Export expenses 9949 1165
Lomding and unloading 11,695 14,605
Advertisemeant and publicity 184 109
Miscellaneous 1,198 1,370

15,084 26,249

25 OTHER INCOMES

Icome from non-financial assets

Insurance claim 313 a1l
Crain on disposal of operating fixed asscts 42
Scrap sales 25,061 19,853
Unwinding of defered grant 1,609 -
27025 201364
2020 2019
NoreX = Kupees in thonsand -————

26 OTHER OPERATING EXPENSES

Charity and donation 26.1 2186 [ 892

261 No donation was paid o any person or insbtution in which director o his spouse is interested.
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2820 2019
Norte wme—e- Rupees in thousand -———
27 FINANCE COST

Amortizanon of long tenn loan trom directors 094,722 G5, 104

Mark-up on cash finance 234,090 206, 265

Lease finance charges 1,637 1,854

Mark-up on pavroll finance 2,397 -

Finance cost on lease liability 2,496 4,089

Interest on Workers' Profit Participation Fund 101 274

Bank charges 958 I .60

336,401 279,787

28 TAXATION
Current

= tar the year 62318 62 R05

prior vear - 4,742

62318 67,547

Deferred

- for the year (22,98%) [HH,06067)
39,330 (21,120}
281 The income tax assessments of the Company have been Onalised up o and meloding the tax year 2001%.

Tax retnns which are submitted with Federal Board of Revenue are decmed o be assessed under
provisions of the meome Tax Ordinance, 2000 {("the Ordinance™) unless selected for an audit by the
taxation authorities. The Commissioner of Income Tax may, at any time during a period of five years from
date of filing of return, select the deemed assessment order For audit.

28.2 e 1o the brought forward lax losses, provision for current income tax iz based on scetion 113 of the
Income Tax Ordinance. 2001, Accordingly tax expense reconciliation with the accounting profic is not
reporied.

283 The proviaion for curfent year tax cepresents 1ax on annual urnover at the rate of 1.50%, (20019 1.50%).
The computed current tax expense hased on the generally accepled inferpretation of tax laws o ensore
that the sufficient provision For the purpose aof taxabnon iz available, According (o management, the pax
provision made in the financial statement 15 sufficient. A comparizon of last three vears of income tax
provision with 1ax assessed 15 presented below:

2019 2018 26047
~——— Rupees in thousand ———-

Income tax provision for the vear 62 R05 ELim 28,3319

Incorme tax a5 per lax assessinetl 62 B05 41,633 28,50

6/
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28 LSS PER SHARE
- Basie and diluted

(Loss) after tax

Weighted average number of ordinary shares

(Loss) per share - basic and diluted

30 CASH GENERATED FROM OPERATIONS

ot Warking capital changes

(Tecrease) S decrease in current assels
- Brores and spares
- Swock-in-trade
- Loans and advances

Trade deposits and short term prepayiments

- Trade and other pavables

The agpregare amount charged in the accoumts for remuneration, including certam benelits o Directors, Chiel’

Exvoutive amd executives of the company as Tollows:

Note

2 REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

2021 2079 !

-——— Rupees in thousand -———|
I
]
|

(33,972) (64,003}
]

16,017,500 16,017,500 |
1

(2.12) (4.00),

1

]

]

2020 2019 |

-——— Rupeecs in thousand -———|
I

(25,475) (18,854)
428,056 I19RTR
{101,390) (42.767)!
(7,188) 259152
(317,621) (722,305}
(23.61¥) (204,896) |

Chief

20240

Executive

Diveciars

Rupeey in Thousand --—-—-ee—eeeu —

1
i
]
|
i
]
i
|
i
1
h 1
Executive Torrarl |
|

Managerial remuncration
Ctilities
Perquisites and other benciits

MNumber of persons

10,800 4,500 9,960 25,260 |
2,160 900 4,981 8,041 |
8.640 3,600 4,981 17.221 |

21,600 9,000 19,922 50,522
]
1 1 11 : :
]

209
il Directors Lxectlive Tofal

Execuiive

Rupees in Thowsand

Managerial remuneration
LUitilities
Perguisites and other bencfits

Mumber of persons

|

140,800 4,500 9,960 25260
2,160 Q00 4,981 8,041 |
B.640 3,600 4,981 17,221
21,600 4,000 19,922 sp522 !
| I N - [
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Iy The Chiel Excoative and exceutive divectors are also entitled  for company maimtained  vehicles in
accordance with Company's palicy.
3.2 An aggregate amonnt of Bs, Mil (20149: 1.73) million was paid to non-executive director during the vear

for attending meetings,

32 PROVIDENT FIIND

The invesunent out of provident fund have been made in accordance with the provision of Section 218 of the
Companies Act, 2017 and the rules foomulated for this purpose.

2020 20014
Head Office Factory Head Chtice Factory
i3 NUMRBER OF EMPLOYEES
MWoumber of employess including contractual
employees at the end of vear T4 704 i 638
Average munber of employees including
contractual emplovees during the year 77 847 T8 TRO

34 TRANSACTIONS WITH RELATED PARTIEX

Partics are considersd to be related it one paty has the ability to control the other party and exercise significant
influence over other party in making financial and operating decizions,

The related parties comprise of major sharecholders, divectors of the company and key management personnel and
stafl  workers funds. Remuneration and benefits to executives of the company are in accordance with the terms ol
the employvinent while conrribution to the provident fund and gramity are in accordance with staff service rules.
Dretails of transactions with related parties other than disclosed elsewhere in linancial stiatements are as follows:

Name af Relationshi Percentage of Fransaction 2020 29
Related pariy CEREIARE LI Sharehodding during the vear - - - Rupees in thousamds - - -
mAha mmad : Receipts of loan 41,400 12,5000

Dhirector 54, 800
MMubeen hmmam = . Fepayiment of loan 21.842 -
Qa[m}r_ iiithean Diirector 6. 500 Fepayment ol lan .407 -
Jwnani
TATaZ == s Receipts of b 115,2
Faraz M1Jhr.:,11 Dikectir 5 80 cocipts of lopan 5,200
Jumuni Fepayiment of lan 97014 =
Centex (Pvt) Commmon (1000 Recepts of oan 56,600 113,050
Ll directorship : = Repayment of loan 17,132 143,700y
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I35 PRODU

35T

20024 2019

CTTON CAPACITY

. A " M. Tons per M. Tons per
Crushing capacity 7000 day 7000 day
[Mararion of scason 106 days 112 days
Crushing capacity based on actal daws T42,000 M. Tons TR4,000 M. Toms
Actual cane crushed 524,253 M. Tons 663,365 M. Tons
Sucroge recovery 9.83% Lk 36%,
Production - sugar 51,550 M. Tons 08,714 M. Tans

Cane crushed is less than installed capacity due 1o the seasonal availabihity of sugarcane.

2020 2oy
———— Rupees in thousond ———-

26 FINANCIAL INSTRUMENTS

It

36.2

Financial assets and Babilities

Financial assels

Loans and advances 9603 7.979
Trade deposits and other receivables 221,378 217,837
Cash and bank balances 50,373 #0503
281,354 306,319
Financial liahilities

Lomg tenm financing #24.593 674,177
Mharket committes fee payahle 14,069 | 8,089
Short term borroswings 1,248,043 I.,345.324
Trade and other payvables 301,667 238927
Accred markupy 11,599 45106
2,400,271 2,324,623

Financial visk manaegement objectives and policies
The Company has exposures (o (the following risks from s nse of financial instrments:

= Credit risk
= Liguidity risk
Market risk

I'he Company's overall risk management program focuses on the unpredictability of financial markers and
zgeks to minimizge potential adverse effects on the financial performance. Owverall, risks arising trom the
Company's linancial assets and labilites ave limited. The Company consistently manages ils exposure o
fnaneial misk without any marerial change from previous period i the manner deseribed in notes belosar,

The Board of Directors has overall responsibility for the establishment and oversight of Company's risk
management framework. All treasury related wansactions are carried out within the paramerers of these
policies.
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6.2 1 Credit risk

Credit risk is the risk which assess with a possibility that one party o a fnancial mstrument swill fail o
discharge an abligation and canse the other party to incur a financial loss, without taking into account the
fair value of any collateral. Concentration of credit risk arises when a rumber of counter parues arc
enpaged i saimilar business activities or have similar economic features that would cause their ability to
imeel contractual obligations 1o be similarly affected by changes in economics, political or other
conditions. Concentrations of credit risk indicate the reélative sensitivity of the Company's performance (o

developments afTecting a particular indusury,

FExpasure to credit risk

Credit risk arises when changes in econommo or industy factars sinnlarly atfects Company's of counter
partics whose aggregate credil exposore is sigmificant in relatdon the Company's total eredit exposure. O
of the total financial assets of Rs. 281.354 million {2019 ; Rs. 306.319 million), the financial assets which
are subject toe credit risk amounted o Rs. 280.766 million (2019 : Rs. 306.275 million).

The carrving amount of financial assets represents the maximuwm credic exposure. The maximum exposure
o the eredit risk at the reporting date is:

20240 2009

e Rupees in thousand

Loans and advances 9,603 979
Trade deposits and other receivables 221,378 217,837
Bank balances 49785 2459

280,766 306,275

Cruality of financial asseis
The credit guality of financial assers that are neither past due nor impaired can be assessed by reterence o
external long term credit ratings or the historical mformation aboul counter party defaull rates as shown

belosa:

2024 20D

———— Rupees in thousand ———

Bank Ralances

AAA 15,872 52,630
AA: 22,983 9814
Al 374 15
A 9,042 i

AA- 1,514 17,900

6,22 Liguidite risk

Liguidity risk is the rizk chat the Company will encouncer difficulty in meeting obligations associated with
financial liabilities that are seuled by delivering cash or another financial assel, Liguidity risk arises
because of the possibility that the Company could be required to pay s labilities carlicr than expected or
ditficulty in raising funds w meet commitments asseciated with financial liabilities as thev fall due. The
Company™s approach o managing liguidity s o ensure, as far as possible, that it will always have

7L
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sufficient liquidity to meet s habilines when doe, onder both nommal and stressed comditions, without
incurring unaceeptable losses ar risking damage to the Company's reputation. The Company ensures that
it has sufficient cash on demand o meet expected working capital requirements. The company's exposure
o ligquidity risk along with expected maturities 15 as Tollows:

2028
Kix srermfies
Carrying Comtraeiual Kix mronths AT More thrcw
P XTI T sl flowy or fess rwedve mrontis
miennths
(Rupees frr s nd)
Non-derivative finaneial
fia bifities
finance lease 21,311 (24.255) (7. T9H) (7,798 {(H.G600
T tewmm oan B24.503 (1.245.657) (13,125) {26,250 (1. 285.032)
Short werim finance 1.248.043 (1, 248.043) (1. 248,043) - -
Trade and other payables 433,690 (433.690) (433,6490) - -
Ao mark up SK.20 (58.2091) (5R,291) - -
2 585,928 (3,009.936) (1,760,947 (34,048) (1,293.692)
2040
Riv mecarils
Corarrying: Cerrndrare-tuerd Six rruanifes or o e Aderre than
PR T RTEITS casll flows fegs felve manihs
maniis
(Ruprines fa owsand)
MNan-derivative financlial
fiabhilities
finance lease 12415 {15 160) (3.373) {3,373 (A2
Lang teem loan R W e {1,140.657 {1, 1400657
Short term finance 1,345,324 {1.345324) {1.345.324) - -
Irade and other payvables FEL210 (7512100 (751210 - -
Accorued mark up il by {2228 [ 22280
ZB05. 406 (3274637} (2122 187 (3,373 {114 0TRY

2.3 Market risk

Marker risk 15 the risk that changes in market prices, such as foreign exchange rates, interest rates and
caquity prices will affect the Company's meome or the value of its holdings of Gnanoal instruments, The
objective of market risk management 15 to manage and control market risk exposures within acceptable
parameters, while aptinvising the refurn.

) Currency risk

Currency risk 15 the risk that the fair value or fumre cash flows of a financial instroment will flucmate
because of changes i foreizn exchange rates. At vear end, the Company is not exposed to foreign
exvhange currency risk.

220 2
——————— Rupees in thousand ———-
Outstanding letters of credits

-in IYP - {21.864)
Balanee sheet exposure - {21.864)
P PEKR - | 463

(2




3lst
Annual -
Report KHAIRPUR

2020 N\ SUGAR MILLS LIMITED

ﬁﬁotes To The Financial Statements

\-’
For The Year Ended September 30, 2020
Sensitivity analysiv
At repornting date, the company is not exposed to any currency risk.
Effect an prafit ar loss
I¥P . (2,186)
The strengthing of the PER against foreign curvency would have had an equal but opposite impact on the
pri tax profit,
B Inierest rate risk
Interest rate risk represents the risk that the fair valoe or Tuture cash flows ol a financial instroment will
Mucinate becanse of changes in marke! inferest rales,
At the balance sheet date the interest rate profile of the Company’s itercst-bearing financial instnuments
was as [ollows:
2020 20759
Effective Intevest Rote
Variahle Rate Instruments @ Rorveni)
Financial liahilities
- Short term borrowings 10.25% L7 1 8%
Cash flow sensitivity analysis for vaviable rate instrunents
A change of 100 basis poants in interest rates at the reporting date would have moreased © (decreased)
loas/profic and cguity for the year by the amounts shown below, The analysis assumes that all other
variables remain constant.
20240 20e
- Rupees in thousend ———
Cash flow Sensirivity - Variable Rate Instviments
- Increase 13,644 13.453
= Decrease (13,644) (13,453)
The sensitivity analysis prepared is not necessarily indicative of the effects on loss/profit for the vear and
asaets of the Company,
cl Price risk

Price risk s the risk that the fir valee of Aoure cash fows from a Gnancial instrument will Moetiate doe
o changes in market prices (other than those arising from interest rate visk or currency risk), whether
those changes are caused by factors specific o the individual financial insorument or its issuer, or factors
affecting all similar financial instruments.

Sensiivity analysis
AL reporting date, the company is not exposed o sensitvity analyvsis as the company has no investment
and interest bearing [nancial instruments,

303 Capital visk manggement

The Company's objective when managing capital are 1o safeguard the Company™s ability 1o comtinue a5 a
going concern in order to provide returns for sharcholders and bencetics for other smkeholders and to
maintain an optimal capital structure to reduce the cost of capital. The company finances its operations
through eguily and by managing working capital,
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Consistent with others in the industry, the company monitors capital on the basis of s gearing ratio.
I'hiz i3 calculated as net debt divided by total capatal which is equal to net debt and share holders' eguity.
et debt is caleulared as total borrowings from financial institutions, of any, and dircetors less cash and
hank halances. Towl capital 5 caloulated as equity as shown in the balance sheet plus sponsors” loan, i1
any, subordinate to coquity and net debt.

2024 2
cmm—e— Rupees in thousand ———-

Long term borrowings #24.,543 674,177
Short term finance 1L287,418 1,345,324
Total debt 2,112,011 2,019,501
Less: Cash and bank balances 50,373 20,503
Met Dbt 2,061,638 AR, 008
Share capital 160,175 Lafl, 175
Met debt and share capital 2,221,813 2,099 173
CGearing ratio (%) 92.79%n 0% 37%%

Ly
bt

FAIR VALUE OF FINANCIAL ASSETS AND LIABLULITTES

The carrying amounts of the fmancial assets and lnancial liabilites as at the reporting date approsimate their tar
wvalues,

38 OPERATING SEGMENT
8T These financial statements have been prepared on the basis of a single reportable segment.
F8.2 Revenue from sale of sugar represents 924 (2019 ; 93494) of the gross zales of the Company.
83 100% (20019 ; 96%40) af the zross sales of the Company are made to customers located in Pakistan,

I8N 4 All mon-corrent assets of the Company at Seprember 340, 20280 are located in Pakisian,

39 DATE OF AUTHORIZATION FOR ISSUE

These financial statements were authorized for issue on January 1st, 2021 by the Board of Directors of the
Compeany.

40 GENERAL

Figures have been rounded off to the nearest thousand rupees except as stated otheraise.

-

Muhammad Mubeen Jumani Mirza Muhammad Bilal Kamil Faraz Mubeen.JumEr_{i
Chief Executive Officer Chief Financia Officer Managing Director

Place: Karachi, Dated: January 01, 2021
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@attern of Shareholding

As at September 30, 2020

Total Number

Shalr\lgﬁo?fders Size of Shareholding of Shares
Held

31 FROM 1 TO 100 SHARES 789
82 FROM 101 TO 500 SHARES 39,361
8 FROM 501 TO 1,000 SHARES 7,900

8 FROM 1,001 TO 10,000 SHARES 26,000
NIL FROM 10,001 TO 20,000 SHARES NIL
1 FROM 20,001 TO 50,000 SHARES 25,000

1 FROM 50,001 TO 100,000 SHARES 60,000

1 FROM 100,001 TO 200,000 SHARES 170,283
NIL FROM 200,001 TO 300,000 SHARES NIL
1 FROM 300,001 TO 400,000 SHARES 381,849
NIL FROM 400,001 TO 500,000 SHARES NIL
4 FROM 500,001 TO 1,000,000 SHARES 2,819,094

1 FROM 1,000,001 TO 2,000,000 SHARES 1,040,500

1 FROM 2,000,001 TO 3,000,000 SHARES 2,669,600

1 FROM 3,000,001 TO 9,000,000 SHARES 8,777,124

16,017,500
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(@attern of Shareholding (Additional Information)
— As at September 30, 2020

No. of SIEIEES
Shareholders Held

Percentage

Associated Cos., Undertaking and Related Parties - - -

Director, CEO and their spouses
and Minor Children

Mr. Muhammad Mubeen Jumani  Chief Executive Officer 1 8,777,174 54.80
Mrs. Qamar Mubeen Jumani Chairperson 1 1,040,500 6.50
Mr. Faraz Mubeen Jumani Managing Director 1 608,400 3.80
Mr Fahad Mubeen Jumani Director 1 608,949 3.80
Miss. Arisha Mubeen Jumani Director 1 381,849 2.38
Mr. Lt. Gen Anis Ahmed Abbasi Director 1 500 0.00
Mr. Lt. Gen Tahir Mahmood Qazi  Director 1 500 0.00
Mrs. Yasmeen Mubeen Jumani Spouse 1 640,698 4.00
Banks, DFIs, Insurance Companies,

Modarabas and M utual Funds.

- Bankers Equity Limited 1 2,669,600 16.67
- E.F.U. General Insurance 1 500 0.00
Share holders five percent or more interest

Mr. Muhammad Mubeen Jumani Chief Executive Officer 1 8,777,174 54.80
Mrs. Qamar Mubeen Jumani Chairperson 1 1,040,500 6.50
Mr. Allah Warayo Jumani 1 961,047 6.00
Bankers Equity Limited 1 2,669,600 16.67
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@orm of Proxy

The Company Secretary |
Khairpur Sugar Mills Limited, [
3rd Floor, Plot Mo, 15-C, 9th Commercial Lane, :
Zamzama, DHA Phase V,

Karachi. E
|/ We of (full address) !
being a member / members of Khairpur Sugar Mills Limited holding ordinary shares:
as per Share Registrar Folio No. and / or CDC Participant's |.D. Numbers I
and Account/Sub-Account No. hereby appaoint. :
OF (full address) or falling him / her‘;

I
of (full address) who
is also 8 member of Khairpur Sugar Mills Limited, as my proxy in my/ our absence to attend and vote for,
me fus and on my/ our behalf at the 31st Annual General Meeting of the Company to be held at 3rd floor,!
Plot NC. 15-C, 9th Commercial Lane, Zamzama, D.H.A. phase V, Karachi on January 28, 2021 and / or
any adjournment thereof.

Signed this day of January, 2021
Witnesses
Rs. 5/
1. Signature Revenue Stamp
Marne
CNIG Signature of Member(s)
Address

2. Signature
Mame
CNIC
Address

I
I
I
|
I
I
I
|
I
|
I

Mote: :

1)  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 hEl
duly stamped, sighed and withessed as required.

2} If a member appoints more than one proxy and more than one form of proxy are deposited by a-
member with the company, all such forms of proxy shall be rendered invalid.

3} In case of proxy for an individual beneficial owner of shares from CDC, attested copies of beneficial,
owner's computerized national identity card (CNIC) or passport, account and participant's 1D numbers!
must be deposited along with the form of proxy. In case of proxy for representative of corporate,
members from COC, board of directors' resolution and power of attorney and the specimen signature,
Df the nomineg must be depomted along wnh the form of proxy. The proxy shall produce his / her'
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