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FARAN SUGAR MILLS LTD.

Date: October 9, 2024

Ref: CR-2164/10-24
The General Manager,

Pakistan Stock Exchange Limited,
Stock Exchange Building,

Stock Exchange Road,

Karachi.

Subject: Issuance of Right Shares
Sir,

We hereby enclosed the draft Offer Document of Faran Sugar Mills Limited for your review
and comments.

Furthermore, we would like to inform you that the Company does not intend to seek public
comments on the draft Offer Document, as mentioned under Regulation 3 (2) (iv) of the
Companies (Further Issue of Shares) Regulations 2020.
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Thanking You.

: Muh%mad Ayub

Company Secretary
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ADVICE FOR INVESTORS

INVESTMENT IN EQUITY SECURITIES AND EQUITY-RELATED SECURITIES INVOLVES A CERTAIN DEGREE OF RISK. THE INVESTORS
ARE REQUIRED TO READ THE RIGHTS SHARE OFFER DOCUMENT (HEREIN REFERRED TO AS ‘OFFER DOCUMENT’)AND RISK
FACTORS CAREFULLY, ASSESS THEIR OWN FINANCIAL CONDITION AND RISK-TAKING ABILITY BEFORE MAKING THEIR
INVESTMENT DECISION IN THIS OFFERING.

RIGHT ENTITLEMENT LETTER IS TRADABLE ON PSX, RISKS AND REWARDS ARISING OUT OF IT SHALL BE THE SOLE LIABILITY
OFTHE INVESTORS.

THIS DOCUMENT IS ISSUED FOR THE PURPOSE OF PROVIDING INFORMATION TO SHAREHOLDERS OF THE COMPANY AND TO
THE PUBLIC IN GENERAL IN RELATION TO THE RIGHTS ISSUE OF PKR 507,641,190/- CONSISTING OF (14,504,034) NEW
ORDINARY SHARES OF PKR 35/- EACH BY FARAN SUGAR MILLS LIMITED. A COPY OF THIS DOCUMENT HAS BEEN REGISTERED
WITH THE SECURITIES EXCHANGE. THIS OFFER DOCUMENT IS VALID TILL , 2024 (60 days from the last day of
payment of the subscription amount)
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FARAN SUGAR MILLS LTD.

Faran Sugar Mills Limited
Right Share — Offer Document

Registered Office: 43-1-E(B) Block 6, P.E.C.H.S., off Razi Road, Shahrah-e-Faisal, Karachi, Pakistan, Contact
Details: Phone + 92 21 34322851-54, Email: m.ayub@faran.com.pk , Website: https://faran.com.pk/, Contact
Person: Muhammad Ayub — Company Secretary, Date of Incorporation: November 03, 1981, Company
Registration No.: K-161/6698, Share Registrar: M/s. C & K Management Associates (Pvt) Limited, Address: M
13, Progressive Plaza, Civil Lines Quarter, Near P.I.D.C, Beaumont Road, Karachi, Tel: (92-21) 35687839. Fax:
(92-21) 32421010 Email: zakir@cnk.com.pk , website: https://cnk.com.pk/

Circular under Section 83(3) of the Companies Act, 2017 and Schedule 1 under the Companies (Further Issue
of Shares) Regulations, 2020 for issue of 14,504,034 (Fourteen Million Five Hundred Four Thousand Thirty Four
only) ordinary shares by way of Rights (i.e. 58% of the existing paid-up capital of Faran Sugar Mills Limited) at
an offer price of PKR 35/- per share (i.e. including a premium of PKR 25/- per share) for an aggregate issue size
of PKR 507,641,190/~ (Pak Rupees Five Hundred Seven Million Six Hundred Forty One Thousand One Hundred
Ninety) at a ratio of 58 rights shares for every 100 shares held.

Date of placing offer document on PSX for Public | Not opted for public comments
Comments

Date of Final Offer Letter

Date of Book Closure

Dates for Payment of Subscription Amounts
Trading Dates for Letter of Rights

Website address to download Offer Document https://faran.com.pk/
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Details of Relevant Contact Person

Description Name of | Designation Contact Office Address Email ID

person Number

43-1-E(B) Block 6,
Authorized Officer | Muhammad Company + 92 21-| P.E.C.H.S., off Razi
of the Issuer Ayub Secretary 34322851-4 | Road, Shahrah-e-

Faisal, Karachi

m.ayub@faran.com.pk

Underwriters:

Underwriter | Name of Designation Contact Office Email ID

person Number Address
8th Floor,
Mr. Head of Horizon
Muhammad | Corporate 492 21 | Tower, Plot # | mohammad.nadeem@topline.com.pk
Nadeem Finance and | 35303347 | 2/6 Block-3,
Advisory Clifton,
Karachi
Room # 82
83, Second
Floor,
Pakistan
+92 21 | Stock

Mr. Zeeshan | Director 32463002 | Exchange investmentbanking@growthsecurities.com
Building,
Stock
Exchange:«
Road,
Karachi,

Topline
Securities
Limited

Growth
Securities
(Pvt.)
Limited

Bankers to the Issue:

Name of Designation Office Address Email ID

person
Meezan Ammar VP-Deputy 021- Meezan House C- | Ammar.faroogi@meezanbank.
Bank Farooqi Manager 38103500 25, Estate | com
Limited 021- Avenue SITE,

37133500 Karachi
This Offer Document can be downloaded from Right Share Offer — Faran Sugar Mills Limited INVESTOR
RELATIONS - Faran Sugar Mills Ltd. and https://www.psx.com.pk/
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ISSUER UNDERTAKING (DRAFT):

UNDERTAKING BY THE CHIEF EXECUTIVE AND CHIEF FINANCIAL OFFICER

Date:

“WE, THE UNDERSIGNED OF FARAN SUGAR MILLS LIMITED CERTIFY THAT;
. THE OFFER DOCUMENT CONTAINS ALL INFORMATION WITH REGARD TO THE ISSUER AND THE
ISSUE, WHICH IS MATERIAL IN THE CONTEXT OF THE ISSUE AND NOTHING HAS BEEN CONCEALED
IN THIS RESPECT;

I(I.  THE INFORMATION CONTAINED IN THE OFFER DOCUMENT IS TRUE AND CORRECT TO THE BEST
OF THEIR KNOWLEDGE AND BELIEF;

Ill.  THE OPINIONS AND INTENTIONS EXPRESSED THEREIN ARE HONESTLY HELD;

IV.  THERE ARE NO OTHER FACTS, THE OMISSION OF WHICH MAKES THE OFFER DOCUMENT AS A
WHOLE OR ANY PART THEREOF MISLEADING; AND

V.  ALL REQUIREMENTS OF THE COMPANIES ACT, 2017, THE COMPANIES (FURTHER ISSUE OF

SHARES) REGULATIONS, 2020, THE CENTRAL DEPOSITORY COMPANY AND THAT OF PSX
PERTAINING TO THE RIGHT ISSUE HAVE BEEN FULFILLED.”

FOR AND BEHALF OF FARAN SUGAR MILLS LIMITED

MR. AHMED ALI BAWANY MR. MUHAMMAD AYUB
CHIEF EXECUTIVE OFFICER CHIEF FINANCIAL OFFICER
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UNDERTAKING BY BOARD OF DIRECTORS

UNDERTAKING ON BEHALF OF BOARD OF DIRECTORS BY COMPANY AUTHORIZED OFFICERS

WE, THE BOARD HEREBY CONFIRM THAT:

(i)

(vi)
(vii)

(viii)

(ix)

(x)

(xi)

(xii)

ALL MATERIAL INFORMATION AS REQUIRED UNDER THE COMPANIES ACT, 2017, THE SECURITIES ACT, 2015,
COMPANIES (FURTHER ISSUE OF SHARES) REGULATIONS, 2020, THE LISTING OF COMPANIES AND SECURITIES
REGULATIONS OF THE PAKISTAN STOCK EXCHANGE LIMITED HAS BEEN DISCLOSED IN THIS OFFER DOCUMENT
AND THAT WHATEVER IS STATED IN OFFER DOCUMENT AND IN THE SUPPORTING DOCUMENTS IS TRUE AND
CORRECT TO THE BEST OF OUR KNOWLEDGE AND BELIEF AND THAT NOTHING HAS BEEN CONCEALED.

WE UNDERTAKE THAT ALL MATERIAL INFORMATION, INCLUDING RISKS THAT WOULD ENABLE THE INVESTOR TO
MAKE AN INFORMED DECISION, HAS BEEN DISCLOSED IN THE OFFER DOCUMENT.

RIGHT ISSUE IS THE DISCRETION OF BOARD OF THE ISSUER AND IT NEITHER REQUIRE APPROVAL OF THE
COMMISSION NOR THE SECURITIES EXCHANGE.

THE DRAFT OFFER DOCUMENT WAS PLACED ON THE WEBSITE OF THE SECURITIES EXCHANGE AND THE ISSUER,

IF PUBLIC COMMENTS ARE SOUGHT, ON (I.E. WITHIN 45 DAYS OF THE DATE OF ANNOUNCEMENT BY
THE BOARD.
PUBLIC COMMENTS WERE SOUGHT FOR A PERIOD OF 7 (SEVEN) WORKING DAYS I.E TO

(OPTIONAL AND IS THE DISCRETION OF THE COMPANY).

COMMENTS FROM SECURITIES EXCHANGE AND THE SECP WERE RECEIVED ON

THE BOARD HAS ENSURED THAT DRAFT OFFER DOCUMENT IS UPDATED IN LIGHT OF THE PUBLIC COMMENTS
(IF SOUGHT), SECURITIES EXCHANGE AND SECP COMMENTS.

THE BOARD HAS DISCLOSED ON PSX’S AND COMPANY’S WEBSITE, ALL THE COMMENTS RECEIVED ALONG WITH
THE EXPLANATIONS AS TO HOW THEY ARE ADDRESSED.

THE FINAL OFFER DOCUMENT WAS SUBMITTED TO THE COMMISSION AND PLACED ON SECURITIES EXCHANGE
WEBSITE ON ALONG WITH THE BOOK CLOSURE DATES AND RELEVANT RIGHT ISSUANCE
TIMELINES. (I.E. WITHIN 20 WORKING DAYS FROM THE DATE OF RECEIPT OF COMMENTS OF PSX and SECP).
THE STATUATORY AUDITOR M/s. OF THE ISSUER SHALL SUBMIT HALF YEARLY REPORT TO THE
ISSUER REGARDING UTILIZATION OF PROCEEDS IN THE MANNER REFERRED TO IN THE FINAL OFFER DOCUMENT.
THE ISSUER WILL INCLUDE THE REPORT OF THE STATUTORY AUDITOR, ALONG WITH ITS COMMENTS THEREON,
IF ANY, IN ITS HALF YEARLY AND ANNUAL FINANCIAL STATEMENTS.

THE ISSUER HAS COMPLIED WITH THE REQUIREMENTS OF SECTION 82 OF THE COMPANIES ACT, 2017 IN CASE
OF ISSUANCE OF RIGHT SHARES AT DISCOUNT TO FACE VALUE.

NAMES OF THE DISSENTING DIRECTORS (IF ANY) ARE
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1. DISCLAIMER:

In line with the Companies Act, 2017 and Companies (Further Issue of Shares) Regulations, 2020, this
document does not require approval of the Securities Exchange and the Securities and Exchange Commission
of Pakistan (SECP).

The Securities Exchange and the SECP disclaim:

a) Any liability whatsoever for any loss however arising from or in reliance upon this document to
anyone, arising from any reason, including, but not limited to, inaccuracies, incompleteness and/or
mistakes, for decisions and/or actions taken, based on this document.

b) Any responsibility for the financial soundness of the Company and any of its schemes/projects stated
herein or for the correctness of any of the statements made or opinions expressed with regards to
them by the Company in this Offer document.

c) Any responsibility with respect to the quality of the Issue.

It is clarified that information in this Offer document should not be construed as advice on any particular
matter by the SECP and the Securities Exchange and must not be treated as a substitute for specific advice.
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GLOSSARY OF TERMS & DEFINITIONS
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FARAN SUGAR MILLS LTD.

ABSA Application supported by Blocked Account

BoD Board of Directors

CDC Central Depository Company of Pakistan Limited
CDS Central Depository System

Company or Issuer

Faran Sugar Mills Limited

Companies Act

Companies Act, 2017

IAS Investor Account Services

LoR Letter of Right

MLS Minimum level of subscription

NICOP National Identity Card for Overseas Pakistani
PKR or Rs Pakistani Rupees

PSX or Securities Exchange

Pakistan Stock Exchange Limited

SECP or Commission

Securities & Exchange Commission of Pakistan
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Application Money

Banker to the Issue

Book Closure Dates

Company

Commission

Issue

Issue Price

Market Price

Ordinary Shares

Regulations

Right Issue

Sponsor

DEFINITIONS

The total amount of money payable by existing shareholders which is
equivalent to the value of shares to be allotted.

Any bank with whom an account is opened and maintained by the Issuer for
keeping the Issue amount.

Meezan Bank Limited has been appointed as Bankers to the Issue, in this Right
Issue

The Book Closure shall commence from ,2024 to ,2024 (both

days inclusive).

Faran Sugar Mills Limited (the “Company” or “FRSM” or the “Issuer”).

Securities and Exchange Commission of Pakistan (“SECP”)

Issue of 14,504,034 Right Shares of the Company representing approximately 58%
of the total paid-up capital of the Company.

The price at which Right Shares of the Company are being issued to the existing
shareholders (PKR 35/- per share)

The latest available closing price of the share.

Ordinary Shares of Faran Sugar Mills Limited having face value of PKR10/-
each.

The Companies (Further Issue of Shares) Regulations, 2020
https://www.secp.gov.pk/document/the-companies-further-issue-of-
shares-regulations-2020-updated-march-4-
2024/?wpdmdI=51188&refresh=66€2832547ebel1726120741

Shares offered by a company to its members strictly in proportion to the
shares already held in respective kinds and classes.

A person who has contributed initial capital in the issuing company or has the
right to appoint majority of the directors on the board of the issuing company
directly or indirectly;

A person who replaces the person referred to above; and
A person or group of persons who has control of the issuing company whether
directly or indirectly.
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1 SALIENT FEATURES OF THE RIGHT ISSUE

a)

b)

c)

h)

i)

1.1. Brief Terms Of The Rights Issue

Description of Issue

Size of the Proposed Issue

Face value of the Share

Basis of determination of the price of the
Right Issue

Proportion of new issue to existing issued
shares with condition, if any

Date of meeting of the BoD wherein the
Right Issue was approved

Names of directors attending the BoD
meeting

Brief purpose of utilization of Right Issue
proceeds

Purpose of the Right Issue

Issuance of new ordinary shares by way of rights to
existing shareholders of the Company, at PKR 35/-
(Pak Rupees Thirty-Five only) per share, as per their
proportional entitlement.

The Company shall issue 14,504,034 (Fourteen Million
Five Hundred Four Thousand Thirty-Four only)
ordinary shares, at a price of PKR 35/- (Pak Rupees
Thirty-Five only) per share, aggregating to PKR
507,641,190/- (Pak Rupees Five Hundred Seven
Million Six Hundred Forty-One Thousand One
Hundred Ninety).

PKR 10/- each

The Right Issue is being carried out at a premium.
Considering the current market price of the
Company, the premium charged over the par value is
justified and is also in line with the prevailing market
practice.

58 right shares for every 100 ordinary shares held by
existing shareholders.

August 27, 2024

1. Mr. Muhammad Omar Amin Bawany- Chairman

2. Mr. Ahmed Ali Bawany- Chief Executive

3. Mr. Hamza Omar Bawany- Non-Executive Director
4. Mr. Bilal Omar Bawany- Executive - Director

5. Mr. Mohammad Altamash Ahmed Bawany- Non-
Executive Director

Mr. Irfan Zakaria Bawany- Non-Executive Director
Mr. Ahmed Ghulam Hussain- Independent Director
Mr. Khurram Aftab- Independent Director

Ms. Tasneem Yusuf- Independent Director

The proceeds shall be utilized towards funding the day-
to-day working capital needs of the Company, thus
ensuring smooth business operations by maintaining
liquidity levels. This would enable FRSM to have
improved financial ratios and enhanced profitability
which  would collectively contribute to the
maximization of shareholders’ returns.

The purpose of the Right Issue is to raise funds to
enable FRSM to meet its growing working capital
requirements.

©w N
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i) Minimum level of subscription (MLS) Not Applicable
k) “Application Supported by Blocked Not Applicable
Amount” (ASBA) facility, if any, will be
provided for the subscription of the right
shares.

1.2. Principal Purpose Of The Issue And Funding Arrangements

Purpose of the Issue \ Proceeds Utilization (PKR) % of Right Issue Proceeds
Working capital requirements 507,641,190 100%
Total 507,641,190 100%

Faran Sugar Mills Limited intends to raise funds through a right issue to meet its growing working capital
requirements. The raised funds will ensure the smooth functioning of the company’s operations, improve its
liquidity position, and reduce dependency on external debt, especially in the current high-interest-rate
environment. This initiative will also enhance the company’s profitability, improve financial ratios, and
maximize returns to shareholders.

Activities that are classified as Working Capital:
The major activities for the purposes of working capital shall include (but are not limited to) the following:

e Payment of raw material

e Payment for store supplies related maintenance expenses
e Payment of operating expenses

e Repayment of Running Finance

Basis of estimation of working capital requirement, along with relevant assumptions:

The estimation of working capital requirements is based on a combination of historical financial data,
considering the significant rise in input costs due to economic conditions and high-interest rates. The
projections also consider the increased working capital needed to support the uninterrupted operations of
Faran Sugar Mills Limited in the face of a challenging business environment.

Reasons for raising additional working capital, substantiating the same with relevant facts and figures:

The primary reason for raising additional working capital is to ensure the sustained and efficient operation of
the company while maximizing shareholders’ returns. Given the current economic challenges, including
inflationary pressures, rising input costs, and a sluggish business environment, the overall operating cycle has
been adversely affected in FY 2023. The company’s internal cash flows are insufficient to meet these working
capital demands, leading to a reliance on bank borrowings, which has become increasingly unviable due to
high interest rates.

Considering these factors, raising equity through the Rights Issue to finance working capital is a strategic
decision. It will allow the company to reduce its short-term borrowings and associated finance costs, thereby
improving liquidity and overall financial health. This approach will also contribute to a more balanced capital
structure, ultimately enhancing shareholder value.
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Cash Conversion Cycle in Number of Days for the Last Three Years:

2023 2022 2021
Cash conversion cycle (days) 32.7 71.16 42.59

1.3. Financial Effects Arising From Right Issue

. Measurement Increase/(decrease)
Particulars ; Pre-Issue Post-Issue .
Unit in Percentage
As at 30" June 2024
Authorized Share Capital Shares 40,000,000 40,000,000 0
Paid-up Capital Shares 25,006,955 39,510,989 58%
Net Asset/Breakup value per PKR 73.54 16.54 (37%)
share
Gearing Ratio* Percentage 439% 345% (21%)
Production Capacity Metric  Tons |, 160,000 2,160,000 0%
(Per Day)
Market Share Percentage 1.34% 1.34% 1.34%

1) Total Debt / Total Equity

1.4. Total Expenses To The Issue

Underwriting Commission PKR 2/-

Underwriter Take-up Commission PKR 1/-

Bankers Commission PKR 1/-
PSX Fee (0.2% of increase in paid-up capital) PKR 290,081
SECP Supervisory Fee (10% of fees paid to PSX) PKR 29,008

CDC Fee - Fresh Issue Fee (0.144% of post right paid up capital) R GEIRLE:]

CDC — Annual Fees for Eligible Security (Listing Fee) PKR 400,000

SLET T N ITEATA T @6 6 AT BV IS BT (0 M 3706 8 ETCRYEL TR NG Assuming shares are in electronic form -
entry form 0.50% on physical shares PKR 5,354,035

Auditor Fee for Auditor Certificates PKR 200,000 to 300,000

Other Expenses (including Financial Advisory Fee, Lawyer Fee,
Printing cost etc.)

PKR 3,500,000

1.5. Details Of Underwriters

Name of the Underwriter Amount Underwritten Associated Company/
(PKR) Associated undertaking of
the Issuer (YES /NO)
Topline Securities Limited 20,000,000 NO
Growth Securities Limited 278,256,945 NO
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1.6. Commitments From Substantial Shareholders/Directors

Status

(Substantial

/ | Number of

Amount

Shareholding

Shareholding %-

Name of the Person : committed to be %-pre- :
Director) X . post-issuance**
Subscribed issuance

Muhammad Omer | pirector 477,480 16,711,800 3.29 3.29
Bawany
g‘::::a”a Muhammad | ¢ \ce of Director 1,236,128 | 43,264,480 8.52 8.52
O.R. & Sons Partnership Firm 11,555 404,425 0.08 0.08
Hamza Omar Bawany Director 373,536 13,073,760 2.58 2.58
Bilal Omar Bawany Director 319,733 11,190,655 2.20 2.20
Ahmed Ali Bawany Director 3,558,102 124,533,570 24.53 24.53
Irfan Zakaria Director 1,523 53,305 0.01 0.01
Altamash Ahmed Ali Director 1,450 50,750 0.01 0.01
Ahm hulam

efj Ghula Director 1,450 50,750 0.01 0.01
Hussain
Tasneem Yusuf Director 1,450 50,750 0.01 0.01

*Subject to subscription of additional shares which may be unsubscribed, or disposal of shares otherwise held, or shares entitlement subscribed by
persons arranged by such substantial shareholder/ director in accordance with the applicable laws

** Including through persons arranged by such substantial shareholders/ directors

1.7. Fractional Rights Shares

The Board of Directors of the Company has resolved in their meeting held on August 27, 2024 that all fractional
entitlements, if any, will be consolidated in the name of the Company Secretary (under trust), and unpaid
letters of right in respect thereof shall be sold on the Pakistan Stock Exchange Limited, the net proceeds from
which sale, once realized, shall be distributed/paid to a charitable trust as decided by the Board of Directors
vide its Board Resolution dated August 27, 2024.

1.8. Important Dates

Faran Sugar Mills Limited

Tentative Schedule for Issuance of Letter of Rights

S. No. Procedure Day Date

1 Credit of Unpaid Rights into CDC in Book Entry Form

2 Dispatch of Letter of Right (LOR) to physical shareholders

3 Intimation to Stock Exchange for dispatch/credit of
physical Letter of Rights

4 Commencement of trading of unpaid Rights on Pakistan
Stock Exchange Limited

5 Payment of subscription amount start date

6 Last date for splitting and deposit of Requests into CDS

7 Last date of trading of Letter of Rights

8 Last date for acceptance of payment in CDC and Physical
Form — Last Payment Date

9 Allotment of shares and credit of Shares into CDS
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| 10

| Date of dispatch of physical shares certificates
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2. SUBSCRIPTION AMOUNT PAYMENT PROCEDURE

(i)

(i)
(iif)

(iv)

(v)

(vi)

(vii)

(viii)

Payment as indicated above should be made by cash or crossed cheque or demand draft or pay
order made out to the credit of “Faran Sugar Mills Limited-Right Shares Subscription Account”
through any of the authorized branches of above-mentioned bank(s) on or before

along with this Right Subscription Request duly filled in and signed by the subscriber(s).

Right Subscription Request can be downloaded from the Company website https://faran.com.pk/

In case of Non-Resident Pakistani / Foreign shareholder, the demand draft of the equivalent
amount in Pak Rupees should be sent to the Company Secretary, (Mr. Muhammad Ayub) at the
registered office of the issuer along with Right Subscription Request (both copies) duly filed and
signed by the subscriber(s) with certified copy of NICOP / Passport well before the last date of
payment.

All cheques and drafts must be drawn on a bank situated in the same city where the Right
Subscription Request is deposited. Cheque is subject to realization.

The Banker(s) to the Issue will not accept Right Subscription Requests delivered by post which may
reach after the closure of business on , 2024 unless evidence is available that these have
been posted before the last date of payment.

Payment of the amount indicated above to the Issuer’s Banker(s) to the Issue on or before ,
2024 shall be treated as acceptance of the Right offer.

After payment has been received by the Banker(s) to the Issue, the Right Securities will be credited
into respective CDS Accounts within 14 business days from the last payment date. Paid Right
Subscription Request will not be traded or transferred.

Online Payment option for Investor Account Services (IAS) Account Holders/Sub Account
Holders: CDC has introduced online payment facility through 1link for Rights Subscription. The
investor account holders can now make online payment for their respective rights subscribed
against 1Bill payment ID printed on the top right of the subscription request (generated by CDS)
through all the available online banking channels of 1Links member banks (such as internet
banking, Automated Teller Machine (ATM) and Mobile banking).
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3. PROFILE OF BOARD OF DIRECTORS OF THE COMPANY AND SPONSORS

Board of Directors

Name Position Tenure of Directorship
(Years)

Mr. Muhammad Omar Amin Bawany Chairman 40

Mr. Ahmed Ali Bawany Chief Executive 29

Mr. Hamza Omar Bawany Director 8

Mr. Bilal Omar Bawany Director 8

Mr. Mohammed Altamash Bawany Director 8

Mr. Irfan Zakaria Bawany Director 11

Mr. Ahmad Ghulam Hussain Director 5

Mr. Khurram Aftab Director 2

Ms. Tasneem Yusuf Director 2

3.1. Profile Of The Board Of Directors Of The Company

Mr. Muhammad Omar Amin Bawany
Chairman

Mr. Mohammad Omar Bawany acquired his education from Karachi American School. After his graduation, he
went to American College Switzerland and obtained AA degree. Under his wise management, he successfully
operated and scaled Annoor Textile mills Ltd and Arafat woolen mills as CEO. He is presently the CEO of BF
Modaraba since 1996. Mr. Omar currently serves on the board of directors of Faran Sugar Mills Ltd. since 1984.
He became Vice Chairman in 2007 and has been Chairman of the board since 2016.

Mr. Ahmed Ali Bawany
Chief Executive

Mr. Ahmed Ali Bawany is on the Board of Directors of the Faran Sugar Mills since 1995. He got his schooling
from CAS, Karachi. For pursuing further education, he went to USA and got degree in business entrepreneurship
from University of Southern California. Currently, he is the Chief Executive of Faran Sugar Mills Ltd and Faran
Power Ltd. He has also served as Chairman of Pakistan Sugar Mills Association-Sindh Zone in the year 2014.

Mr. Hamza Omar Bawany
Director

Mr. Hamza is a seasoned business professional with over 20 years of demonstrated history of managing and
growing businesses across multiple industries, including FMCG, food manufacturing, building materials and
Islamic finance.

He is the former Chief Executive Officer (CEO) of Unifood Industries Ltd., manufacturers of award-winning
confectionary brand ‘Good Goodies’. Prior to this role, he served as Chief Operating Officer (COO) of Sind Particle
Board Mills Ltd, dedicating more than a decade of his career to the building material manufacturing industry.

Mr. Hamza brings a wealth of experience in critical areas of business including strategic planning, marketing,
organizational transformation, operations management, and corporate finance. His extensive skill set reflects a
deep understanding of key elements crucial for business growth and sustainability.
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Mr. Hamza holds BBA and MBA degree in Marketing and Finance obtained from IBA, Karachi in 2002 and was
awarded Certificate of Director Education by Pakistan Institute of Corporate Governance in 2017. He has also
served as Director on Boards of various Public and Private Limited Companies including Unifood Industries Ltd.,
Reliance Insurance Company Ltd. and B.F. Modaraba.

Mr. Bilal Omar Bawany
Director

Mr. Bilal Bawany is an experienced professional with a rich background having held key positions in companies
across Abu Dhabi, Scotland, and Pakistan, notably Baker Hughes and Avanceon. Joining Faran Sugar Mills in
2010, he has been instrumental in elevating the technical aspects of the sugar mills, driving efficiency,
optimization, and expansion. As a Board of Directors member since 2015, he plays a pivotal role in steering the
strategic direction of the company. Additionally, his active involvement with Uni Energy, a Wind Power
Generation Joint Venture, showcases his commitment to sustainable energy.

Mr. Bilal holds a distinguished educational background, completing his Bachelor's in Electrical Engineering with
honors from the American University of Sharjah, followed by an MBA from IBA.

Mr. Mohammed Altamash Bawany
Director

Mr. Mohammed Altamash Bawany has joined the Board of Directors in 2016. He holds a Bachelor’s of Science
degree in Mechanical Engineering from the American University in Dubai and The Georgia Institute of
Technology in the United States. While having worked for the KS&EW under the Ministry of Defense in Pakistan,
he has gained extensive hands-on experience in mechanical design and manufacturing. Furthermore, he has
worked on multiple large-scale projects with a focus on new technologies and disruptive innovation in the U.A.E.
As the Business Development Manager and founding member at one of the most promising technology startups
in Middle East, he has further polished his skills in strategic consulting, and business development techniques
and tactics.

Mr. Irfan Zakaria Bawany
Director

Mr. Irfan Zakaria Bawany has been serving the board since March 2013. He was re-elected as non-executive
director in March 2022 for tenure of three years. He is also a non-executive director of Reliance Insurance
Company Limited since 1991. He is CEO of Anam Fabrics (Pvt.) Limited. He has served on the Board of Pioneer
Cables Limited from 1983 to 1991. He has diversified experience in electrical Cable Manufacturing and textile
made up business. After receiving a B.B.A (Accounting) from the University of Houston, USA, he was certified as
a Fellow Member of the Texas Society of Certified Public Accountants. He is a certified director from Pakistan
Institute of Corporate Governance (P.l.C.G).

Mr. Ahmad Ghulam Hussain
Director

Mr. Ahmad Ghulam Hussain is currently the CEO of Agro Processors and Atmospheric Gases Ltd. (APAG). After
completing his Bachelors of Economics and MPA from the University of Southern California (USA). He has
worked under the Mayor of Los Angeles in the City Economic Development Office. After joining APAG in 1990,
he immediately and enthusiastically became involved in the inception and launch of Soya Supreme (a household
name in Pakistan), successfully launching the brand in 1991. He headed the Sales and Marketing Dept. and has
been responsible for professionalizing the department and setting up a complete network of distribution. Under
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3.2

his leadership, the company has also started manufacturing and marketing sauces like mayonnaise and ketchup
under the brand name of SMART.

Mr. Ahmad Ghulam Hussain is currently a voluntary active member and has been the former President of Rotary
Club Sunset Millennium, Karachi & former Assistant Governor of Rotary District and hence, headed the various
community uplifting projects of the club. He has also worked voluntarily as Director, Aga Khan Education
Services Pakistan for six years and he also remained Director of Focus Humanitarian Assistance for 4 years

Mr. Khurram Aftab
Director

Mr. Khurram Aftab is presently the Fund Manager for different Conventional and Shariah Complaint Fixed
Income Funds at NIT. He has served on the Board of Directors of Sugar Companies since 2010. His experience
amounting to 20 years in leading Treasury Operations, Fund Management, Wealth Management and Individuals
Financial Planning with both Commercial Bank and Asset Management Companies. Having worked as a Money
Dealer at the Treasury Department for Commercial Banks. He has gained rich knowledge and exposure in Money
Markets and Fixed Income Securities. Prior to joining NIT, he was Fund Manager at Atlas Asset Management. He
holds an MBA degree with a Major in Finance.

Ms. Tasneem Yusuf
Director

Ms. Tasneem Yusuf has joined the Board of Directors in March 2022. She is a chartered accountant from ICAP,
a fellow member of ACCA and a CPA. She has worked for Unilever Pakistan, Deloitte and Nasdaq Dubai. Since
2009, she has been associated with her family practice where she now heads the audit and assurance services
department. Ms. Tasneem sits on the board of Reliance Insurance Company Limited, Ismail Industries (Pvt.)
Limited, B.F. Modaraba and the Trading Corporation of Pakistan (Private) Limited where she is also a member
of its Audit & Risk Management Committee. She is also a member of the senate of the Pakistan Institute of
Fashion & Design and chairs its Finance & Planning Committee. Ms. Tasneem Yusuf is a certified director from
the Pakistan Institute of Corporate Governance (PICG).

Director Directorship In Other Companies

Name Designation  Directorship in Other Companies
1 Mr.  Muhammad Omar | Chairman Reliance Insurance Company
Amin Bawany Unicol Limited

Faran Power Ltd
B.F. Modaraba

2 Mr. Ahmed Ali Bawany CEO Unicol Limited

Reliance Insurance Company Limited,
UniEnergy Limited

Faran Power Limited

B.F. Modaraba

3 Mr. Hamza Omar Bawany Director B.F. Modaraba
4 Mr. Bilal Omar Bawany Director Faran Power Limited
UniEnergy Limited
5 Mr. Mohammed Altamash | Director None
Bawany
6 Mr. Irfan Zakaria Bawany Director Reliance insurance company limited
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Pakistan Aluminium Beverage Cans

Limited
Anam Fabrics (Pvt) Limited

7 Mr. Ahmad Ghulam Hussain | Director Agro Processor and Atmospheric Gases
Limited

8 Mr. Khurram Aftab Director Al-Noor Sugar Mills Limited

9 Ms. Tanseem Yusuf Director Reliance Insurance Company,

Ismail Industries Limited
B.F Modaraba
Trading Corporation of Pakistan (Pvt.) Ltd

3.3. Profile Of Sponsors Of The Company

Mr. Muhammad Omar Amin Bawany
Chairman

Mr. Mohammad Omar Bawany acquired his education from Karachi American School. After his graduation, he
went to American College Switzerland and obtained AA degree. Under his wise management, he successfully
operated and scaled Annoor Textile mills Ltd and Arafat woolen mills as CEO. He is presently the CEO of BF
Modaraba since 1996. Mr. Omar currently serves on the board of directors of Faran Sugar Mills Ltd. since 1984.
He became Vice Chairman in 2007 and has been Chairman of the board since 2016.

Mr. Ahmed Ali Bawany
Chief Executive

Mr. Ahmed Ali Bawany is on the Board of Directors of the Faran Sugar Mills since 1995. He got his schooling
from CAS, Karachi. For pursuing further education, he went to USA and got degree in business entrepreneurship
from University of Southern California. Currently, he is the Chief Executive of Faran Sugar Mills Ltd and Faran
Power Ltd. He has also served as Chairman of Pakistan Sugar Mills Association-Sindh Zone in the year 2014.
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4. FINANCIAL DETAILS OF THE ISSUER

4.1. Financial Highlights Of Issuer For Last Three Years

Description 30-June-2024 30-Sept-23 30-Sept-22 30-Sept-21
P (9 months-Un-Audited)  (Audited) (Audited) (Audited)
Rahman Sarfaraz | Rahman Sarfaraz | Rahman Sarfaraz | Rahman Sarfaraz
Name of the Statutory | Rahim Igbal Rafig & | Rahim Igbal Rafiq & | Rahim Igbal Rafiq & | Rahim Igbal Rafig &
Auditors Co. Chartered | Co. Chartered | Co. Chartered | Co. Chartered
Accountants Accountants Accountants Accountants
Revenue 7,924,380,565 9,336,723,567 6,671,766,330 4,860,284,706
COGS (7,276,567,667) (7,787,050,458) (6,200,076,193) (4,819,903,446)
Gross Profit 647,812,898 1,549,673,109 471,690,137 40,381,260
Profit / (Loss) before Interest | 423,535,225 1,362,698,740 288,867,570 (149,570,358)
Finance Cost (1,067,203,672) (779,781,468) (469,556,345) (259,788,296)
Share of profit of associates (353,668,216) 911,882,504 357,304,934 18,946,774
Profit / (Loss) Before Tax (997,336,663) 1,494,799,776 176,616,159 (390,411,880)
Taxation (102,471,691) (274,773,439) (149,233,640) 19,752,706
Profit / (Loss) After Taxation (1,099,808,354) 1,220,026,337 27,382,519 (370,659,174)

Accumulated Profit / (Loss)

(1,579,211,301)

2,741,537,043

1,521,510,706

1,494,128,187

Total Assets

12,541,669,751

7,813,815,415

7,277,901,742

5,699,282,473

Total Liabilities

10,702,969,778

4,812,789,700

5,497,184,182

3,943,880,765

Net Equity 1,838,699,973 3,001,025,715 1,780,717,560 1,755,401,708
Number of Share 25,006,955 25,006,955 25,006,955 25,006,955
Breakup Value Per Share 73.54 120.01 71.21 70.20
Earnings / (Loss) Per Share (43.98) 48.79 1.09 (14.82)
Dividend per share NIL 2.5 NIL NIL

4.2. Financial highlights for the preceding year of consolidated financial

Not Applicable

4.3. Detail Of Issue Of Capital In Previous Five Years
No shares were issued in the previous five years.

Description

Opening Shares (No.)

Face Value

Share Capital
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Bonus Issue

Right Issue

Court Order

Ordinary Shares Issued due to

Increase in number of shares
due to change in face value

Closing Share (No.) - - - -

Face Value

Share Capital

4.4. Average market price of the share of the issuer during the last six months

PKR 50.83/- per share

4.5. Share Capital And Related Matters

a) Pattern of shareholding of the Issuer in both relative and absolute terms:

S. No. Categories of Share holders Shares Held % Age
1 Associated Companies
RELIANCE INSURANCE COMPANY LIMITED 18,329 0.07
2 Sponsors, Directors, CEO their Spouses and Minor Children
MR. MUHAMMAD OMAR BAWANY 843,165 3.37
MR. AHMED ALI BAWANY 6,134,659 24.53
MR. HAMZA OMAR BAWANY 644,029 2.58
MR. BILAL OMAR BAWANY 551,265 2.20
MR. IRFAN ZAKARIA 2,625 0.01
MR. ALTAMASH AHMED ALI 2,500 0.01
MR. AHMED GHULAM HUSSAIN 2,500 0.01
MST. ROSHANARA MUHAMMED AMIN 2,056,137 8.22
MRS. RUKHSANA OMAR BAWANY 2,131,256 8.52
MST. GULSHANARA 2,056,139 8.22
MST. SHAHEDA 2,066,160 8.26
MST. AYSHA 2,066,100 8.26
MS. TASNEEM YUSUF 2,500 0.01
3 Banks, DFIs. NBFls, Insurance Companies, Takaful, Modarabas,
Pension Funds and Others 3,689,762 14.75
4 General Public 2,739,829 10.96
Total 25,006,955 100.00

b) Number of shares held by the Directors, Sponsors & Substantial shareholders of the Issuer

(both existing and Post Right Issue):
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No. of Shares after Right

Directors/Sponsors/Substantial Shareholder No. of Existing Shares Shares
1 Muhammad Omer Bawany 823,242 1,300,722
2 Rukhsana Muhammad Omer 2,131,256 3,367,384
3 O.R. & Sons 19,922 31,478
4 Hamza Omar Bawany 644,029 1,017,566
5 Bilal Omar Bawany 551,265 870,999
6 Ahmed Ali Bawany 6,134,659 9,692,761
7 Begum Roshanara 2,056,137 2,056,137
8 Gulshanara Bai 2,056,139 2,056,139
9 Shahida Bai 2,066,160 2,066,160
10 Ayesha Bai 2,066,100 2,066,100
11 Irfan Zakaria 2,625 4,148
12 Altamash Ahmed Ali 2,500 3,950
13 Ahmed Ghulam Hussain 2,500 3,950
14 Tasneem Yusuf 2,500 3,950

c) Details and shareholding of the holding company, if any.

There is no holding company of the Company.
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5. RISK FACTORS

5.1 Risk Associated With The Rights Issue
Undersubscription Risk

There is a risk that the Right Issue may get undersubscribed due to lack of interest from
shareholders of the Company. The Right Issue is being carried out at a price which is less than the
current share price in the market and hence there is no major investment risk associated with the
Right Issue. The substantial shareholders and directors of the Company have confirmed that they
shall subscribe to (or arrange the subscription of) their respective right entitlements, while the
balance portion of the Right Issue will be underwritten in accordance with the applicable laws.

5.2 Risk Associated With The Issuer

Internal Risk Factors
a) Procurement Risk

FRSM coordinates with approximately 1,700 to 1,800 growers within a 50-mile radius. Maintaining
good relations with growers is vital to securing a consistent cane supply and preventing them from
switching to alternate crops or other millers. Sugarcane constitutes 82-90% of the total production
cost, and any delays, pricing issues, or quality deterioration due to climatic conditions or
government policies can have a substantial impact on operations. FRSM mitigates this risk by
building strong relationships with farmers, offering timely payments, and educating them on
modern farming techniques.

b) Sugarcane Development Risk

With the competition for sugarcane increasing due to capacity expansion beyond 12,000 tons of
cane per day (TCD), FRSM's efforts in sugarcane development are crucial to ensuring cane
availability. Any failure to secure adequate sugarcane could impact production capacity and
financial performance.

c) Sucrose Recovery Risk

Sugar recovery refers to the efficiency with which sugar content is extracted from sugarcane.
Efficient milling and reduced losses are essential to maintaining profitability. Any inefficiency in
the extraction process could reduce the sugar yield, impacting revenue.

d) Maintenance Risk

Minimizing production stoppages is a key focus for FRSM. The Company undertakes significant
maintenance before each season to ensure machinery runs smoothly. However, unexpected
technical breakdowns can still occur, leading to unplanned downtime and potential financial
losses.
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e) Liquidity Risk

The procurement of sugarcane is concentrated between November and March, while sugar sales
occur year-round. This mismatch presents liquidity challenges, as FRSM must manage significant
cash outflows during procurement while generating sales over a longer period. The Company
manages liquidity risk by maintaining adequate credit lines and working capital management.

f) IT Governance and Data Security Risk

FRSM has established a strong IT governance framework to safeguard its financial and operational
data. The Company maintains comprehensive disaster recovery plans and backup facilities to
ensure business continuity in the event of system failures. Physical records are also maintained
systematically to comply with tax and corporate regulations.

g) Social and Environmental Responsibility

FRSM is committed to minimizing its environmental footprint and conducting operations
sustainably. The Company actively engages in reducing environmental impacts, promoting
sustainability, and improving its social and environmental performance.

h) Credit Risk

Credit risk arises when customers fail to meet payment obligations. Although FRSM traditionally
operates on advance payments, some credit is extended to institutional buyers. The company
mitigates this risk through a formal credit policy, including creditworthiness assessments,
postdated cheques, and local LCs.

i) Conflict of Interest

FRSM requires its directors, executives, and employees to avoid any conflict between their
personal interests and those of the company. FRSM adheres to the provisions of the Companies
Ordinance 2017, Stock Exchange rules, and other relevant regulations to manage conflicts of
interest among board members and key personnel.

i) Risk of Non-compliance with Regulations of SECP and PSX

In the event of non-compliance with any regulatory requirements of SECP or PSX, the Company
may be placed on the Defaulter Segment of PSX which may potentially hamper trading in the
Company’s shares leading to potential suspension in trading of its shares as well as delisting. The
Company has instituted a strong governance and legal framework to ensure compliance not only
with applicable laws and regulations but also to stay at par with best international practices.

k) Pending Litigation

Details of all material legal proceedings are mentioned under Section 6 of the Offer Document.
The management of the Company is confident of a favorable outcome of these proceedings.
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5.3 External Risk Factors

A.

Business Risk

Business risk refers to the chance that the Company might report profits that fall below
expectations or incur losses, and this can occur due to various factors, including:

e Reduction in demand due to overall macro-economic slowdown.
o The risk of consumer orders not materializing.

The Company is focused on mitigating these risks with its diversified portfolio, strong presence in
healthcare, and a strong customer-centric approach.

Product Price Risk

Sugarcane prices are set by the government at the start of the season. However, intense
competition for cane procurement among millers can drive the price above the government-set
rate, particularly when supply is short. Additionally, procuring cane from areas outside FSML’s
designated zone results in higher transportation costs, which further increases the overall cost of
production. These factors can put pressure on margins, as rising procurement costs may not always
be matched by sugar prices in the market, leading to a potential reduction in profitability.

Government Policy Risk

The sugar industry in Pakistan is highly regulated, but government policies are often inconsistent
and unpredictable, making it difficult for FRSM to plan its operations ahead of the season. The
government’s decisions regarding sugarcane pricing, operational commencement, and sugar
exports are often subject to last-minute changes. This uncertainty creates challenges in
procurement and production planning, as mills cannot predict whether the government will allow
timely sugar exports. In the absence of export permissions, local sugar prices tend to drop below
the cost of production due to oversupply, causing significant financial strain. Such unpredictability
and inconsistency in government policies directly impacts the company’s profitability and ability to
manage inventory effectively.

Interest Rate Risk

FRSM borrowings are subject to variable interest rates, which could fluctuate and increase
borrowing costs. The company continuously monitors interest rate movements to manage this risk
effectively.

Natural Disaster and Safety Risk
FRSM has comprehensive fire safety measures and insurance coverage to mitigate risks associated

with natural disasters. The Company has implemented disaster recovery and data backup facilities
to minimize operational disruptions.
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F. Foreign Exchange Risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange rates. Foreign currency risk arises from future
commercial transactions or receivables and payables that exist due to transactions in foreign
currencies. The Company is not exposed to foreign currency risk arising from currency exposures.
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We, the undersigned of Faran Sugar Mills Limited certify and hereby solemnly affirm and state that
whatever is stated above and in the corresponding annexures with respect to the risk factors associated
with the proposed rights issue is true and correct to the best of our knowledge and belief, and nothing

has been concealed thereto.

Chairman

Director
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6. LEGAL PROCEEDINGS

6.1. Outstanding Legal Proceedings Of The Company

These are routine litigations incidental to the business operations, to which the Company is a party that
may have material impact on the Company. Moreover, these litigation matters have already been disclosed
in the audited financial statements for the year ended September 30, 2023, and may be referred to for

further details.

Legal Order |Issuing

authority

Order
amount/Financial
Impact (Amount
Million)

Current Status

Management Stance

According to legal counsel,
the company has a strong
Appeal filed by case on its merits. The SHC
Sindh High the Responded has already ruled ‘in the
04/12/2012 N/A company's favor, and it is
Court before .
anticipated that the
Supreme Court .
outcome of the appeal will
also be favorable to the
company.
Appeal is
pending In the opinion of legal
Competition against order | counsel, the company has a
12/08/2021 Commission 280 before good case on merit and
of Pakistan Competition expected to decide in favor
Appealent of the Company.
Tribunal
Intra Court | In the opinion of legal
Sindh  High Appefal _ counsel, the company has'a
07/03/2023 Court N/A pending with | good case on merit,
Sindh High | outcome will be in favour of
Court the Company.
In the opinion of legal
- Pending with | counsel, the company has a
07/04/2023 SUIt. Filed by - Sindh High | good case on merit,
Garib Sons ) .
Court. outcome will be in favour of
the Company.
Review In the view of legal counsel,
Supreme petition is | the company has a cogent
13/09/2023 Court of 192 pending ground in the case and is
Pakistan before anticipated to receive a
Supreme Court | favorable decision.
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6.2. Action Taken By The Securities Exchange Against The Issuer Or Associated Listed
Companies Of The Issuer During The Last Three Years Due To Noncompliance Of The Its
Regulations

No Action has been taken by the Securities and Exchange Commission against the issuer or associated
listed companies of the issuer during the last three years due to noncompliance of its Regulations.

6.3. Any Outstanding Legal Proceeding Other Than The Normal Course Of Business Involving
The Issuer, Its Sponsors, Substantial Shareholders, Directors And Associated Companies,
Over Which The Issuer Has Control, That Could Have Material Impact On The Issue

There are no outstanding legal proceedings other than the normal course of business involving Issuer,
its sponsors, substantial shareholders, directors and associated companies, over which the issuer has
control, that could have material impact on the issue.
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7 SIGNATORIES TO THE OFFER DOCUMENT

List of the signatories to the offer document and their signatures in original duly dated and witnessed.

Chairman

Director
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