e X
Quarterly Report
June 2022

mehronsugor.com




Quarterly Report
June 2022




DIRECTORS’ REPORT

On behalf of the Board, | am pleased to present financial results for the period
ended June 30, 2022.

Operational Highlights June 2022 June 2021
Crushing - M. Tons 856,944 682,253
Sucrose Recovery 11.16% 10.72%
Sugar Production - M. Tons 95,642 73,092
Molasses production - M. Tons 39,811 31,880
Molasses Recovery 4.65% 4.67%
Financial Highlights June 2022 June 2021

(Rupees in Thousand except EPS)

Turnover 4,786,589 5,552,942
Sales tax 592,017 704,723
Gross Profit 866,353 642,543
Gross Profit margin 20.65% 13.25%
Profit before tax 344,828 393,340
Profit before tax margin 8.22% 811%
Net Profit after tax 259,422 263,154
Net Profit margin 6.18% 5.43%
Earnings per share 4.28 4.35

Following factors contributed to our operational and financial results:

- Due to relatively larger crop, prudent cane procurement and increased supply
from within gate areas, sucrose recovery improved to 11.16% from 10.72% of
previous year. This enabled for relatively better and consistent crushing.

«  Gross profit margin increased due to lower cane procurement cost and better
sucrose recovery. Good volume of molasses and Bagasse sales also allowed
for this contribution.

+ The reduction in Bagasse consumption as compared to last year because of
further investments made in steam efficiency and electrical savings. The
company intends to invest more in efficiency to attain further savings, which is
now an important feedstock for other industries/sectors.

« Unicol's share of profit continue to remain impressive and amounted to
Rs.388.97 million during this period.

« Dividend income from equity investments amounted to Rs. 85.10 million which
is 47% more than compared to corresponding period of last year. This was
larger due to the defensive nature of investments, which were switched to
higher yielding investments. However, a large loss of Rs. 198103 Million was
booked on account of loss on disposal and lower valuations of investments
due to the prevailing economic condition.
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+ Finance costs also increased substantially due to a higher of short-term
borrowings as our quantity of sugarcane crushed increased and on account of
increase borrowing rate. Aimost 100 percent increase in the cost of borrowing
from last year also played a major impact.

SEASON 2021-2022

Season 2021-2022 proved to be a larger crop compared to the previous 3 years.
However, increase in the minimum support price by 24 percentage from the
previous year to Rs.250 per 40 kgs plus QP by GoS became an anomaly since the
price of sugar cane in Punjab was notified at Rs. 225 per 40 kgs. Such a large price
difference of 10 percentage in different parts of the country created difficulty for
mills in Sind, as they were rendered uncompetitive in the market.

Despite the higher crop expectations sugarcane harvesting remained slow in the
initial period as growers expected higher prices. This prompted an unusual and
abnormal increase in sugarcane price up to 30 percentage higher than the
support price announced by the government.

This initial increase in pricing subsided as the season progressed. An improved
supply brought stabilization in sugarcane price. However, due to the higher notified
price and initial market buying the overall cost of cane in Sind remained
substantially higher than Punjab.

Prompt payments to growers have now become a norm in the industry and thus
created large requirement of liquidity. With increased mark up rates, our finance
cost has also increased substantially and thus the overall cost of sugar production.
The finance cost due to short-term working capital requirements has now become
a major cost component alongside sugarcane and salaries.

In season 2021-2022, the final sugar production of 7.9 million tons was 38
percentage higher than the previous year. This production has been recorded as
the highest ever in the history of sugar production in Pakistan whereas national
sugar consumption is expected at approximately 6.5 million tons.

The highest ever production has created a surplus of approx. 1.5 million tons. Sadly,
export permission is not being given due to the political uncertainty in the country.
The exports of sugar can not only brings in valuable foreign exchange of
approximately USD 1.0 Billion but also more importantly stabilise sugar prices, which
are important to allow an equilibrium pricing between sugarcane and sugar prices
for this year.

Rebalancing the requirement of sugar and thus stabilising the market is also
imperative considering that the season 2023 initial survey points to a slightly larger
crop size, which would again mean a surplus. In such a season ensuring
sustainable sugarcane, prices to the farmer are critical so that overall sugar
production numbers do not reduce in Pakistan.

UNICOL LIMITED
The Company’s performance continued to remain commendable during the
period. Bullish trend and gas shortages in Europe coupled with political turmoil in

Ukraine created fresh demand for ethanol and improved selling price. Plant
performance remained satisfactory.
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The increased availability of molasses due to larger sugarcane crop at
competitive prices during the season also proved beneficial. This phenomenon
enabled the company to secure its sales commitments for the entire year.

Profit before tax for Unicol was Rs.1,294 million as compared to Rs.501 million in the
same period last year. The profitability for the remaining period of the year is
expected to further improve substantially because of higher ethanol pricing and
better currency valuations.

Unicol continues to pay a quarterly dividend, which augurs well for our cash flows.

Following are the key data related to Unicol Ltd:

Financial Highlights Units June 2022  June 2021
Sales Rs.in ‘000 7,060,637  5700,709
Gross profit Rs.in ‘000 1,810,499 931,129
Gross profit % % 25.64% 16.33%
Profit before tax Rs. in ‘000 1,294,135 501,614
Profit after tax Rs. in ‘000 1,164,592 444,097
Net profit % % 16.49% 7.79%
Earnings per share Rs. 7.76 2.96

UNI-FOOD INDUSTRIES LIMITED

The business has been finally disposed-off after shareholders approval in the extra
ordinary general meeting held on June 29, 2022. The Share Sale Agreement has
been executed and it is expected that sale consideration shall be received in 4th
quarter after completion of legal formalities. Losses suffered by the company have
already been accounted for in our books and no further charge is expected to
book on account of disposal.

FUTURE OUTLOOK

Pro Grower policies during last few years have brought better returns on the crop.
As a result, continuous improvement is visible in plantation of sugarcane. This trend
is encouraging and needs to be appreciated. However, the major focus of the
industry has to be towards improving farm productivity and yields as availability of
additional land for farming is limited. An improved farm yield will allow larger
volume of sugarcane. This would improve farmer economics and allow mills to
attain better capacity utilization in years to come. In line with this approach,
Mehran has also planned investment in sugarcane development from this year.
Various measures are taken to assist growers for attaining this objective.

While cane development is of utmost importance to the industry. We also feel that
the government intervention has to reduce. However, due to lack of focus on the
matter, we are yet to see any development on the Policy framework from
Governments regarding sugarcane and sugar pricing. This matter is being
discussed for long time without any result and is proving a hindrance to the
development of this sector. We look forward to an early resolution of this matter for
bringing mutual benefits to the Government, growers, millers and consumer in the
long run.
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During the present financial year, our biggest challenge is to get sustainable
realised values for the sugar produced. Sadly, the sugar market has fallen by 10
percent since the close of the season predominantly due to the surplus production
as well as the inaction of the government to allow much needed sugar exports.
This coupled with the borrowing costs escalating from 7.50 percent last year to
16.00 percentage presently is causing a severe financial strain and could have a
negative impact on financial results.

Thus in order to ensure that profitability from core operations remains intact, sugar
price stability is vital. Unicol's consistent profitability and its ability to pay regular
dividends will contribute positively to the bottom line.

We hope timely decisions are taken during the remaining period of the year, which
would be important for the entire sugar industry.

For and on behalf of the Board of Directors

| N E e it bni —

Karachi: June 28, 2022 Ahmed Ebrahim Hasham
Managing Director
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CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION

as at June 30, 2022

Un-audited Audited
Jun 30, 2022 Sep 30, 2021
ASSETS Note Rupees Rupees
NON-CURRENT ASSETS
Property, plant and equipment 4 2,442,564,878 2,372,810,929
Right-of-use assets 59,161,598 51,579,492
Long-term receivable 51,165,265 204,660,877
Long-term investments 5 1,240,056,613 1,051,768,517
Long-term deposits 3,696,400 852,400
3,796,644,754 3,681,672,215
CURRENT ASSETS
Biological assets 6,491,894 23,767,355
Stores and spare parts 146,712,933 110,502,305
Stock-in-trade 4,131,903,242 561,564,239
Trade debts 140,405,644 69,668,130
Loans and advances 61,936,986 54,975,038
Trade deposits and short-term prepayments 1,772,525 6,480,747
Other receivables 149,469 990,764
Short-term investments 704,223,428 1,317,093,191
Taxation - net 78,837,210 55,218,392
Cash and bank balances 78,483,923 10,848,736
5,360,917,254 2,211108,897
TOTAL ASSETS 9,157,562,008 5892,781112
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorised capital
75,000,000 (2021: 75,000,000) ordinary shares of Rs.10/- each 750,000,000 750,000,000
Issued, subscribed and paid-up share capital 605,475,636 ‘ 489,273,246
Reserves 2,107,662,023 2,006,553,883
2,713,137,659 2,495,827,129
NON-CURRENT LIABILITIES
Long-term financing 754,390,902 922,593,072
Lease Liabilities 30,676,559 30,602,944
Market committee fee payable 50,074,512 51,182,345
Deferred liabilities 4,301,305 4,301,305
Deferred income - government grant 112,505,289 70,762,929
Deferred taxation - net 89,500,660 79,579,039
Provision for quality premium 119,290,919 119,290,919
1,160,740,146 1278,312,553
CURRENT LIABILITIES
Trade and other payables 451,301,233 471,459,188
Contract liabilities (advances from customers) 258,978,821 34,592,406
Unclaimed dividends 19,827,589 19,331,423
Accrued mark-up 148,982,329 50,683,240
Short-term borrowings 3,836,348,209 1,063,921,237
Provision for market committee fee 15,391,972 6,822,533
Current portion of non-current liabilities 413,776,158 394,933,910
Sales tax and federal excise duty payable 139,077,892 76,897,493
5,283,684,203 218,641,430
CONTINGENCIES AND COMMITMENTS 6 - -
TOTAL EQUITY AND LIABILITIES 9,157,562,008 5,892,781,112

The annexed notes form an integral part of these condensed interim financial statements.

F\hmd Bl v i n—

%W

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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CONDENSED INTERIM STATEMENT OF PROFIT OR LOSS
for the period ended June 30, 2022 (Un-Audited)

Nine months ended Quarter ended
Jun 30, 2022 Jun 30, 2021 Jun 30, 2022 Jun 30, 2021
Rupees Rupees Rupees Rupees

Turnover - gross 4,786,588,974 5,5652,941,915 2,195,346,485 2,767,360,477
Sales Tax (592,016,587) (704,723421)  (320,252,650) (401,755,159)
Turnover - net 4,194,572,387 4848218494  1,875,093,835 2,365,605,318
Cost of Sales (3,328,219,316)  (4,205,675,743) (1,676,897,329)  (2,290,475,722)
Gross profit 866,353,071 642,542,751 198,196,506 75,129,696
Distribution costs (39,405,914) (34,460,935) (8,774,750) (9,057,858)
Administrative expenses (]78,997,925) (]72,716,134) (52,837,255) (60,295,786)
Other expenses (413,873,426) (96,229,696) (157,683,923) (19,443,997)
Other income 102,819,927 168,784,787 32,477,628 63,628,874

(529,457,338) (134,621,978) (186,818,300) (25,168,767)
Operating profit 336,895,733 507,920,773 11,378,206 49,960,829
Share of profits from associates - net 388,387,084 75,365,917 220,650,097 (330,000)
Finance costs (380,454,842) (189,946,276)  (185,386,899) (63,146,747)
Profit / (loss) before tax 344,827,975 393,340,414 46,641,404 (13,515,918)
Taxation (85,406,071) (130,186,644) 39,154,849 (22,238,889)
Net profit / (loss) for the period 259,421,904 263163770 85,796,253 (35,754,807)

Restated Restated

Earnings per share - basic and diluted 4.28 435 1.42 (0‘59)

The annexed notes form an integral part of these condensed interim financial statements.

F\hmd Bl vus bni i % WAMC

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME
for the period ended June 30, 2022 (Un-Audited)

Nine months ended Quarter ended
Jun 30, 2022 Jun 30, 2021 Jun 30,2022 Jun 30, 2021
Rupees Rupees Rupees Rupees
Net profit [ (loss) for the period 259,421,904 263,153,770 85,796,254 (35,754,807)
Other comprehensive income
"Other comprehensive
income that will not be
reclassified to profit or
loss in subsequent periods”
"Loss on disposal of equity
instruments designated
at fair value through other
comprehensive income
(net of current tax)" (2,873,404) (97,370) - 191,440

Unrealised (loss) / gain on
remeasurement of equity
instruments designated

at fair value through other
comprehensive income 1,127,303 (8196,399) 766,497 961,413
(net of deferred tax)

(1,746,101) (8,293,769) 766,497 1152,852

Total comprehensive
income /[ (loss) for the period 257,675,803 254,860,001 86,562,751 (34,601,955)

The annexed notes form an integral part of these condensed interim financial statements.

F\hmd Bl vus bni i % W

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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CONDENSED INTERIM STATEMENT OF CHANGES IN EQUITY
for the period ended June 30, 2022 (Un-audited)

Reserve
Capital Revenue Other components of equity
Issued, FVreserve [[ oo
subscribed of
Share General || Unappropriated gains
and financial sub-total || Total equity
Premium Reerve profits on defined
Paid-up assetsat || o CETE
Capital Fvocl P
RUP:
Balance as at October 01, 2020 (Audited) 465,974,526 63,281,250 85,000,000 1,980,249,741 9,978,051  3,023268 2141532310 2,607,506,830
Bonus Issued for the year ended September
30, 2020 in the ratio of 5 Ordinary shares for
every 100 shares held 23,298,720 (23,298,720) (23,298,720) -
gl e (it - - - 263153770 - - 263153770| | 263153770
Other comprehensive income for the period (8293769 (8293769) | (8293769
Transfer of fair value reserve of equity
instruments designated at FVOCI = = - (4,462,725) 4,462,725, - - -
Total comprehensive income for the Period - = — 258601045  (3831044) = 254860001 254,860,001
Balance as at June 30, 2021 (Un-audited) 465,974,520 63,281,250 85,000,000 2,238,940,786 6,147,007 3,023,268 2,373,093,591 2,862,366,831
Balance as at October 01, 2021 (Audited) 489273246 63,281,250 85,000,000 1,864,001210  (8,596,1068) 2,867,529 2,006,553,883 2,495,827,129
Bonus Issued for the year ended September
30,2021 in the ratuio of 10 Ordinary shares
for every 100 shares held 48927320 - - (48,927,320) - - (48,927,320) -
Interim dividend for the year ending
September 30, 2022 @ Re. 0.75 per share B B - (a0365273) _ B (40365273)  (40365273)
Bonus Issued for the year ending September
30,2022 in the ratio of 125 Ordinary shares for
every 100 shares held 67,275,070 - - (67275070) - - (67275,070) -
Profit for the period - - = ][ 259421904 E - 259421904] [ 259421904
Other comprehensive loss for the period (1746701 (746701 (748701
Transfer of fair value reserve of equity
instruments designated at FVOCI - - - (5763,525), 5763525 - - -
Total comprehensive income for the Period - N 52858379 07404 - e moen
Balance as at June 30, 2022 (Un-audited) 605,475,636 63,281,250 85,000,000 1,961,091,926  (4,578,682) 2,867,529 2,107,662,023 _2,713,137,659

The annexed notes form an integral part of these condensed interim financial statements.

P\hmd Bl vus bni i % W

CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER DIRECTOR
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CONDENSED INTERIM STATEMENT OF CASH FLOWS
for the period ended June 30, 2022 (Un-Audited)

Jun 30, 2022 Jun 30, 2021
Rupees Rupees
Note

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before taxation 344,827,975 393,340,414
Adjustments for non-cash charges and other items:
Depreciation
- Operating fixed assets 126,416,311 126,569,590
- Right of use assets 11,689,894 4,342,852
Ammortization of deferred income - government grant (15,864,613) (2,623,462)
Share of profit from associates - net (388,387,084) (75,365,917)
Gain on disposal of operating fixed assets (1,813,594) (7,075,465)
Finance costs 380,454,842 189,946,276
Provision for market committee fee 8,569,439 6,822,530
Provision for Impairment of Long term Investment 46,349,040 80,462,716
Allowance for expected credit loss on Long term receivables 153,495,657 -
Loss/ (Gain) on disposal of equity instruments at fair value
through profit or loss 109,611,948 (19,752,379)
Unrealised loss on remeasurement of equity instruments at
fair value through profit or loss 88,492,747 26,688,241
Working Capital Changes 7 (3,404,519,090) (1,939,713.211)

(2,885,504,503) (1,709,598,229)
Gratuity paid - (1,350,338)
Income taxes paid (98,853,829) (102,278,217)
Finance costs paid (253,471,180) (167,882,992)
Market committee fee paid (1,577,652) (4,009,153
Long term deposits - net (2,844,000) -
Cash used from operating activities (2,897,423,189) (1591,778,5615)
CASH FLOWS FROM INVESTING ACTIVITIES
Fixed capital expenditure (196,228,551) (53,362,169)
Proceeds from disposal of operating fixed assets 1,871,885 13,939,695
Investments made (1,950,345,226) (3,956,888,363)
Proceeds from disposal of short-term investments 2,316,796,155 3,663,398,469
Dividend Received from Associated Companies 200,098,988 162,499,990
Cash generated from [ (used in) investing activities 372,193,251 (170,412,378)
CASH FLOWS FROM FINANCING ACTIVITIES
(Repayment) / receipt of long-term financing (net) (122,163,019) 121,304,955
(Repayment) / receipt of short term loans (net) 2,772,426,972 1,655,812,621
Lease rentals paid (17,528,700) (18,605,603)
Dividends paid (39,870,128) -
Cash generated from financing activities 2,592,865,125 1,758,511,973
Net increase [ (decrease) in cash and cash equivalents 67,635,187 (3,678,920)
Cash and cash equivalent at the beginning of the period 10,848,736 10,140,845
Cash and cash equivalents at the end of the period 78,483,923 6,461,925

The annexed notes form an integral part of these condensed interim financial statements.
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CONDENSED NOTES TO THE INTERIM FINANCIAL STATEMENTS
for the period ended June 30, 2022 (Un-audited)

1

2.1

2.2

4.1

THE COMPANY AND ITS OPERATIONS

Mehran Sugar Mills Limited (the Company) was incorporated in Pakistan as a public
limited company in December, 1965 under the repealed Companies Act, 1912. The
shares of the Company are quoted on Pakistan Stock Exchange Limited. The Company
is principally engaged in the manufacturing and sale of sugar and its by-products.
The registered office of the Company is situated at 14th floor, Dolmen City Executive
Tower, Marine Drive, Block 4, Clifton, Karachi. The mill of the Company is located at Distt.
Tando Allahyar, Sindh.

BASIS OF PREPARATION
STATEMENT OF COMPLIANCE

These condensed interim financial statements have been prepared with the
accounting and reporting standards as applicable in Pakistan for financial reporting.
The accounting and reporting standards as applicable in Pakistan comprise of
International Financial Reporting Standards (IFRS) issued by International Accounting
Standard Board (IASB) as notified under Companies Act, 2017 (the Act) and, provisions
of and directives issued under the Act. Where the provisions of and directives issued
under the Act differ from the IFRS standards, the provisions of and directives issued
under the Act have been followed.

ACCOUNTING CONVENTION

These condensed interim financial statements have been prepared under the
historical cost convention except for short-term investments which are carried at fair
value, investment in associates calculated using equity method of accounting,
biological assets carried at fair value less costs to sell and staff gratuity carried at
present value of defined benefit obligation and market committee fee payable
recorded at present value.

SIGNIFICANT ACCOUNTING POLICIES
The accounting policies adopted in the preparation of these condensed interim

financial statements are consistent with those followed in the preparation of the
Company’s annual financial statements for the year ended September 30, 2021.

Un-audited Audited
Jun 30, 2022 Sep 30, 2021

PROPERTY, PLANT AND EQUIPMENT

OPERATING FIXED ASSETS

Opening written down value 1,969,321,508 2,098,419,192
Additions during the period 517,806,259 28,593,739
2,487,127,767 227,012,931

Written down value of disposal during the period (58,291) (2175,290)
2,487,069,476 224,837,641

Depreciation charged during the period 126,416,311 155,516,133
2,360,653,165 1,969,321,508

Mehran Sugar Mills Ltd. 15



CONDENSED NOTES TO THE INTERIM FINANCIAL STATEMENTS
for the period ended June 30, 2022 (Un-audited)

4.2

5.1

5.2

5.3

5.4

Un-audited Audited
Jun 30, 2022 Sep 30,2021

CAPITAL WORK-IN-PROGRESS

Buildings - Civil Works 11,904,461 44,225,039
Plant & Machinery 70,007,252 359,264,382
81,911,713 403,489,421

Note Un-audited Audited

Jun 30, 2022 Sep 30,2021
LONG TERM INVESTMENT

Subsidiary

Mehran Energy Limited 5.1 40,000,000 40,000,000

Advance against Right issue of shares 2,596,739 2,596,739

Provision for impairment (42,596,739) (42,596,739)

Associates

Unicol Limited 52 1,219,689,927 1,031,591,605

UniEnergy Limited 53 20,366,686 20,176,912

Uni Foods Industries Limited 54 126,181,860 79,832,819

Provision for impairment (126,181,860) (79,832,819)
1,240,056,613 1,051,768,517
1,240,056,613 1,051,768,517

The Company holds 4,000,000 (Sep 30, 2021: 4,000,000) shares representing 100 (Sep
30, 2021: 100) percent of the total equity of Mehran Energy Limited.

The Company holds 49,999,997 (Sep 30, 2021 49,999,997) shares representing 33.33
(Sep 30, 2021: 33.33) percent of the total equity of Unicol Limited.

The Company holds 1,999,998 (Sep 30, 2021:1,999,998) shares representing 20 (Sep 30,
2021: 20) percent of the total equity of UniEnergy Limited.

The Company holds 44,634,904 (Sep 30, 2021: 35,734,561) shares representing 24 (Sep
30, 2021: 24) percent of the total equity of Uni foods Limited.

CONTINGENCIES & COMMITMENTS
CONTINGENCIES

There is no significant change in the contingencies since the last audited annual
financial statements for the year ended September 30, 2021.

Un-audited Audited
COMMITMENTS Jun30,2022  Sep 30,2021
Capital commitments 70,038,845 67,791,092
Letter of guarantee 11,520,225 1,520,225
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CONDENSED NOTES TO THE INTERIM FINANCIAL STATEMENTS
for the period ended June 30, 2022 (Un-audited)

Un-audited Un-audited
Jun 30, 2022 Jun 30, 2021
WORKING CAPITAL CHANGES
(Increase) [ decrease in current assets
Biological assets 17,275,461 12,333,825
Stores and spare parts (36,210,628) (9,021132)
Stock-in-trade (3,5670,339,003)  (1594,386,066)
Trade debts (70,737,514) (181,706,693)
Loans and advances (6,961,948) (162,579,633)
Trade deposits and short-term prepayments (5,291,778) (16,939,162)
Other receivables 841,295 (163,882)

(Increase) [ decrease in current assets

(3,671,424,115)

(1,952,462,743)

Trade and other payables (19,661,789) 36,688,362

Contract liabilities 224,386,415 13,343,273

Sales tax payable 62,180,399 (37,282,103)
266,905,025 12,749,532

(3,404,519,090) (1,939,713,211)

Un-audited Un-audited
Jun 30, 2022 Jun 30, 2021

TRANSACTIONS WITH RELATED PARTIES

Associates

Investment made during the period 46,349,040 56,600,000

Sales 900,669,670 726,657,376

Expenses shared = 814,645

Donation 750,000 7,000,000

Retirment benefits Plan

Provident fund contribution 4,498,221 4,454,218

GENERAL

These financial statements were authorized for issue on July 28, 2022 by the Board of

Directors of the Company.

Previous period figures have been rearranged / regrouped wherever necessary to

facilitate comparison.

Figures have been rounded off to the nearest rupee.
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