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MR. HAFIZ MAQSOOD MUNSHI
Manager
Companies & Secr.rrities Cornpliance - RAD
Pakistan Stock Excliange Linited
Stock Exchange Burilding
Stock Exchange Road

KARACHT - 74OOO

REF. #: ISL-PSV20/0033

Dear Sir

Date: February 17,2020

IMPERIAL SUGAR LIMITED ("the Company")
PLACEMENT OF THE COMPANY IN THE DEFAULTERS' SECMENT UNDER CLAUSES
s.r r.l.(b) AND (l) oF THE PSX REGULATIONS

We ret-er to your letter No. PSX/Gen-533 dated 12 FebrLrary 2020 on the captioned matter.

We again briefly explain you the facts of our case. We are confident that after reading these facts you

u,ould appreciate that the Notice under reference is not applicable to the Cornpany and the Company

is well on its way to roll-out the ner.v business plan approved by its stakeholders. The case of our
Comtrany is totalh,clifferent from other listed companies in Pakistan rvhich have negative

equites. huge losses. no surnlus cash / assets. total Iiabilities in excess of total trssets and hence no

chances on revivtrl of business. On a plain reading of balance sheet of our Company. You rvould
apnreciate anrl aqree that our Companv has an unmatched potential / edge over other
conrnanies to undertahe business lvith maximum returns for all stal<eholders.

The Company under the ar-rthority of resolLrtions of its shareholders dLrly passed in their Annual

General Meetings is in the process of disposal of its assets and ultimate set up ol an Independent

Pou,er Producer (lPP) Projecr of 225 MW, based on Liquefied Natural Gas (LNG) sLrbject to

regulatory approvals. Progress to-date is that the Company has disposed ol assets of one of its two
sugar ut.rits i.e. Mian Chanr.r Unit of the Cornpany dLrring the year ended 30 Septernber 20 17 and this

asset sale transirction is a landmarh in the historv of sugar sector of Paliistan in terms of the

total value of the transaction.

A significant chunh of sale proceeds (Rurrees 2.984 billion) has been investecl in high return
banh cleposits (as high as 13.40olo) after Dayment of liabilities of the Comnanv, pending the

disposal ol remaining sugar unit of the Cornpany. The Company is quite hopeful of striking a good

deal for disposal of the remaining sugar r-rnit of the Company and ultimately raise the required funds
lor roll-out of the br-rsiness plan. The acqLrisition transactions in the sLlgar sector usually occr-rr before
the comrnencen.rent of cane crushing season. As this years' cane crushing season has already started

hence, we are hopeful that in the forthcoming rvindow i.e. end of this years' cane crushing season and

the start olnext years' cane crushing season, the deal for disposal of the rernaining sugar unit of the

Company shall materialize.

You u'ould agrec thtt IPP Proiect cannot be housed / parked in the existing legal structure of
the Company and a special plrpose vehicle (rvholly owned subsidiary) has to be incorporated for this
purpose, as IPPs have specific debt eqLrity ratios, resultant thrills and regulatory cornpliances to make.
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futurebusinessplanu@sfromitswhollyownedsubsidiarycompany.

It is quite natural fbr any person to get.confused from the picture being porlrayed by the financial

statements of tne Compaiy'and wrong"ly interpreted as"suspendecl business for a whole year'"

It is quite important to note here that this picture stands portrayed till disposal of remaining sugar unit

of the Courpany, investntent olnet sale proceeds of assets of ihe Cornpany in special purpose vehicle

(rvholly owned ,ufrriOiurf .ornpany) for IPP Project and r-rltimate earning of dividends from that

rvholly owned subsidiary company'

Tl-re business plan of the Cornpany sounds a bit long-term but yott can well imagine the potential on

offer to a listed C"rp;;t;ith'ultimate hard-cash in exceis of Rupees 10 billion (disposal of

remaining sugar unit of the Company)'

Available cash and bank balances as of Decernber 3 1,2019 are Rupees 2'984 billion'

ftlort-rp being earned oll aforesaid firnds is as high as l3'407o'

Gross Markup lncome earned tillDecember:i, Zltg on surplus fr-rr-rds is Rupees 603'971 million'

Fair value ofiemaining Asset of the cornpany located at Phalia - Rupees 8 billion plus'

Rernaining liabilities olthe company as at December 31,2019 (exclr-rding delerred tax) are Rupees

651.159 million.

we agree that the disposal ol remaining sttgar unit of the company at Phalia is taking time due to

macro-econornic conOliiont, f'ligL cost"of lunds, large size ol transaction etc' Hor'vever' positive

indicators are active,rurf..iiorlugar1-,nits in Pakistai(as evident from recent transactions of sale of

G,lf S,gar and Baba nuii,l Srguriaills) signifying interest of investors in sugar sector' Further' the

oirtlook of sugar sector is also quite good. We aie confident that the Cornpany shall be able to strike a

good cleal, wSich is in the best interest of al1 stakeholders, for disposalof Phalia Unit in best possible

time.

we give you belorv foocl for thought. we trust that this shall help all in interpretation of PSX

Regulation No. 5.1 l . l .(b) once for all'

The word "suspend" has neitl,er been defined in the companies Act,2017 nor in the PSX

Regulations. [t has been jLrdicially interpr!9d in three main Pakistani cases, natnely, Habib Bank Ltd

V Golden plastic pvt Ltd.. l99i MLD 124, Re: Alliance Motors (Pvt.) Ltd.. 1997 MLD 1966 and

@, vs Sh. FazalRehman and Sons Ltd.. 2008 CLD 465.

Joint Registrar of companies vs. Sh Fazal Rehrnan and Sons Ltd.. 2008 cLD 465 discusses what is

rneant by the phrase "Il,rp.no, its uusiness for a rvhole year" as occurring in Section 305(b) of the

Cotnprnies Acl. 1984:

"srlsDend'withitl the contenrplation of provisions of section 305(C)' will mean that the

busiiess is conDlelebt set at nattght-for a certain period"""
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"oqting o-f liabilities, seeking credit lines from banks and raising constructions qre acts

in furtherance of the business. These activities are business activities and in presence

thereof, it cannot be sqid that business is suspended. Business will be deemed to be

suspended, when there is no business activit.y at all or when there is coruDlete cessation qf
businessfor a certain period."

Chitty J.'s definition of "suspends its business" in Re:The Tomlin Patent Horse Shoes Company

f.tO- (f qSO) 55 L.T.R.314) was quoted with approval in both Habib Bank Ltd. V Golden Plastic

Fut. tta.. l99t MLD 124 and Re: Alliance Motors (Pvt.) Ltd.. 1997 MLD 1966 and it is also

relevant in the present circumstances:

"Although there may be a suspension of the business of a companyfor the space of one

year, the Court will not make an orfu under subsection (2) of section 79 of the

Companies Act, 1962, to n*ind-up the company unless it is satis-/ied that there has been an

intention on the part o.f the comparyt to abandon its business or inabilitv to carry it on. "

The learned judge also said in the Tomlin case quoted above that the phrase "suspends its business"

did not mean the sarne thing as 'obusiness has been suspended".

The fact that the Cornpany is actively taking all the steps for rolling-oLrt the dr-rly approved business

plan for the benefits of its shareholders amply demonstrates that the business has neither been
;'completely set at naught", nor has there been a "complete cessation of bttsiness" and nor do these

activities signify "an intention on the part of the company to abandon its business". It has not

suspended its business.

Based on the aforesaid, we request your honor to withdraw the letter and notice under
reference and oblige.

Sincerely yours

IMPERIAL SUGAR LIMITED
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COMPANY SECRETARY
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