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@@  BABA FARID SUGAR MILLS LIMITED

Nortice Of Annual General Meeting

40"

ANNUAL GENERAL MEETING

NOTICE Is hereby given that the 40" Annual Gensral Mesting of thehareholders  of Baba Farld Sugar Mlils
Limited will be held on Monday, January 28, 2018 at 9:30 AM. af 42 G, Gulberg-lll, Near Firdous Merket, Lahore
to transact the following business :-

A. ORDINARY BUSINESS

1. To confimn the minutes of 38™ Annual General Meating held on 27" January 2018.

2. To, consider, approve and adopt the Annual Audited Financlal Statemenis of the Company for the year
ondad September 30, 2018 tagether with the Direclors’ and Auditors’ report therson.

3. To appoint Audiors for the year ending Septembar 30, 2018 and fix thelr remunsration. The retiring
auditors, Hasnaln All & Company, Charnered Accountants, Lahora, baing aligible, have offerad thamsalves
for m-appointment.

B. SPECIAL BUSINESS

To consider and approve the transactions carmed out with related partles In normal course of business and
if theught fit to pags the following resolutions with or without modification.

a8) "RESOLVED that the transactlons carred aut by the Company In the normal course of business
with related parties for the perlod ended September 2018 be and are hereby ratifled, approved and
conflimed.”

b) “FURTHER RESOLVED that the Chisf Executive Officer of the Company or his nomines be and Is
heraby authorized to approve all the transactions to be carried out in the normal courses of business
with related pariles till the next Annual Gansaral Meeting of tha Company and In this connaection the
Chief Executiva Officer of the Company ar his nominea be and Is hereby authorized to take any
and all necassary nctions and sign / saecute any and all such documents / indentures o may be
required In this regards on behalf of the Company.”

5. To elect seven Direclors of the Company as fixed by the Board of Direclors pursuant o section 159 of the
Companing Act 2017 for tha pariod of thres years commaencing from January 28, 2019 The following ara
the namas of retiring Directors who shall ba sligible for the re-alection.;-

Mre. Naheed Roohi Mr. Muhammad Sarwar Mr. Muhammad Shah Anjum
Mr. Shahld Mahmood Quresh| Syed Qalssar Abbas Naqvi Ms. Rafla Aslam

Mr. Muhammad Ashraf
6. To consider transit any other businass with the parmission of tha Chaeir.
BY ORDER OF THE BOARD

TR

{Muharmmad Ibrahim}
Lahore, January 04, 2019 Company Secretary

-




BABA FARID SUGAR MILLS LIMITED

"t

NOTES:
(1) The Share Transfer Books of the Company will remain closed from January 22, 2019 to January 28, 2019
{both days Inclusive). Transfer received at the office of Share Reglstrar of the Company, l.e. M/s. Corplink
{Pvt.) Limited, Wings Arcade, % K, Commercial Model Town, Lahore, at the close of business on January
21, 2019 will be considered in time for entitlement to attend and vote at the Meeting.

{2) Any parson who seeks to contest an election to the office of the Director shathpther ha / sha is the
retiring Director or otherwise, fila with the Company at its registered office not later than fourteen (14} days
before the date of meeting, the following:-

a) Anotice of his / her intention to offer himself / herself for election as a Director.

b) A declaration (copy may be obtained from Registered Office) on the matters required by the Code Of
Corporate Governance.

¢) A copy of form 28: and

d) A copy of Computerized National Identity Card (CNIC)

(3) CDC account holders are required to follow under mentioned guidelines laid down by Securities and
Exchange Commission of Pakistan.

For Attending The Meeting:

i. In case of individuals the account holders, or sub account holder shall authenticate his / her identity
by showing his / her original Computerized National Identity Card (CNIC) or original passport at the
time of attending the meeting

ii.  In case of corporate entity, the Board of Director’s resolution / power ofittorney  with specimen
signature of the nominee shall be produced at the time of meeting.

For Appointing Proxies:

i. In case of individuals, the account holders or sub account holders shall submit the proxy form as

per above requirement

ii.  The proxy form shall be witnessed by the two persons whose names, addresses and CNIC number
shall be mentioned on the Form.

ii. Atftested copies of CNIC or the passport of the beneficial owners and the proxy shall be furnished
with the proxy form

iv.  The proxy shall produce hisf her original CNIC or passport at the time of meeting.

V. In case of corporate entity, the Board of Director's resolution / power of attorney with specimen
signature shall be submitted to the Company along with the proxy form.

(4) Proxy Forms, duly filled and signed, must be received at the Registered Office of the Company, not less
than forty sight (48) hours before the Mesting. A blank Proxy Form is annexed with the report.

All those shareholders who have nct yet submitted their valid copies of CNIC/National Tax Number, Bank
Account 24 digits (IBN No) are requested to send the copies of the same along with Folic Number at the
earliest {o the Share Registrar of the Company.

It

=

STATEMENT OF MATERIAL FACTS
Under Saction 134 (3) of the Companies Act 2017

A statement required under this section relating to Special Business of agenda item no. 04, is appended to
the Notice of this meeting being sent to the shareholders of the Company by Post.
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BABA FARID SUGAR MILLS LIMITED

STATEMENT U/S 134(3) OF THE COMPANIES ACT. 2017

The transactions with holding companyand associated company were carried out during the year,
therefore, these transactions have been placed before the sharcholders of the Company for their
approval,

a) Transaction with Pattoki Sugar Mills Limited: (Holding Company)

The Related Party Transactions conducted with holding company i.e. M/s Pattoki Sugar Mills Ltd. had to be
approved by the Board duly recommended by the Audit Committee on quarterly basis pursuant to clause
(15) of the Code of Corporate Govemance, 2017. However, the majority of Company Directors were
interested in these transactions due to their common directership and holding of shares in the subsidiary
company, the quorum of directors could not be formed for approval of these transactions pursuant to
section 207 of the Companies Act, 2017 and therefore, these transaclions have to be approved by the
shareholders in the General Meeting.

b) Transactions with Imporient Chemicals (Private) Limited: (Associated Company)

The Company purchased chemicals from its associated undertaking i.e. ‘M/s Imporient Chemicals (Private)
Limited amounting to Rs. 13,316,475 for the period commencing rom October 01, 2017 to period ends
September 30, 2018 in the normal course of business. The prices, terms and conditions agreed between
the companies are based on am length basis. The directors of the Company have no interest whatsoever
both directly or indirectly except for common directorship of Mr. Muhammad Shah Anjum.

The Directors are interested in the resolution to the extent of their common directorships and shareholding
in the holding company.

Following were the common directors in Baba Farid Sugar Mills Limited (subsidiary) and Pattoki Sugar Mills
Limited (holding company) and respectively:

Mr.Muhammad Sarwar Ms.Naheed Rochi
Mr. Muhammad Shah Anjum Ms.Rafia Aslam

The Company shall continue to carry out transactions with the related parties in the ordinary course of
business till next the Annual General Meeting. Therefore, such transactions with related parties have to be
approved by the shareholders. The shareholders may authorize the Chief Executive or his nominee to
approve such transactions till the next annual general meeting.

There is no specific interest of the directors in these special resolutions, except that mentioned above.



BABA FARID SUGAR MILLS LIMITED

CHaIRPERSON'Ss REVIEW REPORT

It gives me a great pleasure tc present you the annual audited financial statements for the year
ended September 30™ 2018.

During the crushing season 2017-2018, due to technical proeblems the working of sugar plant was
not upto mark. As a result there is a decline in the duration of crushing season, decrease in sugar
cane crushing period as well as production of sugar. It affects the profitability of the company.

The Board meets frequently, review and discuss its perfermance to discharge its responsibilities. |
would like to inform you that overall performance and effectiveness has been assessed as
satisfactory. Improvement is an ongoing process and always there is a place for improvement.

Board plays an effective role for fuffilling its responsibilities, improvement in governance and will do
for betterment in the future. Board held annual review and discussed the company's performance.

| weould like to acknowledge and thank the trust and confidence posed by our customers, share
holders and banking institutions for their continued support and ce operation for the betterment of
the company. | would also like to thank officers and staff members, and | wish the teanmevery
success in the coming years.

Lahore, January 04, 2019 i.\[ ol il é‘ £
(Mrs. Naheed Roohi)

Chairperson
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DirecTor’s REPORT TOo THE MEMBERS

On behall of the Company, | am plsased (o pressnt the4d ™ Annual Repart of your Company. The diractors feel pleagure
to present you the Annual Audited Financial Stetements for the ysar ended 30™ Septomber 2018 together with the
Audtbars’ report thensof.

FINANCIAL RESULTS
The financial results of your company as comparad to [ast year. An analysls of the key financlal results |8 given balow:
2017-13 201617
MMilion] IMillion
Sales 131123 1,932.16
Grosa (Loss) / Profit (163.83) 184 67
| {Loss) 7 Profit before Taxation (a78.29) 23,58
[ {Loss) / Profit for the year (374.07) 29.54 |
[ {Loss) / Eamings per share- {39.58) 313
Baslc and diiutad

In the Pungab Suger Mills hawve to pay higher sugar cans purchase price o companed to other Provincss. Thes sugar cane
purchasa price was maintained by the Punjab Government |e. Rs. 180/~ par 40 kg for the crushing season 2017 2018.
Tha sugar price was remainad depresaad during the year due to bumper cans crop kcally as well as Intemationally,
oxcoes prodiuuction and carmyover of sugar stoci. |t affects the sale rovenue and profitehility of the company. The increase
In finance cost was due to change In bank rata

OPERATIONAL PERFORMANCE REVIEW
Tha comparative results of your Company &3 compansd to last yaar ars ghvan

2017-18 201817
Season started 25-Dec-17 18-Nov-18
Seazon closed 27-Mar-18 28-Mar-17
Crushing days 83 128
Sugarcane crushad MTons  208,693.73 383,084 67
Sugar recovary % 8.773% 9109 %
Sugar produced M.Tons 18.261.80 354908.50
Molasses recovery % d4.802 4.7389%
Molaszes preduced M.Tons 8,800 18,485

The crushing season commenced on December 25, 20117 and MIll crushed 2C85893.73 M.T of sugarcane aB
comparad o 383,034.57 M.Ton of correapanding st pariod. The decreass in sugarcana crushing is 45.03 %.The
sugar recovery has been decreased from 9.109% to 8.773%.The company has witnessed a decline In the duration
of cruzhing season and also raducton In sugarcane crushad a8 companed o previous period. The reason bahind
am technlcal problems of power house, turbine, transformer and baller.




BABA FARID SUGAR MILLS LIMITED

DiIvVIDEND

The Directors of the company has/have not recommended any dividend for the year due to current year loss as well
as accumulated losses of the company.

GoING CONCERN

The Auditors of the Company have raised doubts on the Company’s ability to continue as a going concern on the
basis of heavy accumulated losses. The management has no doubts about the Company's ability to continue as a
going concern and is justify for the preparation of financial statements on going concemn basis due to improvement
of sugarcane recovery percentage, better sale rate of sugar, increase in gross profit and net profit for the year.

FUTURE OUTLOOK

The Punjab Government has maintained the minimum support price of sugarcane. Purchase price of cane Is
Rs180/= per 40 kg. The management of the company is anticipating a tough and challenging season for the sugar
industry and is doing its utmost efforts to improve the profitability of the company by focusing on reduction of
production cost especially financial cost and improvement in production efficiencies. We have devised a long term
strategy to cope with situation to reduce our dependence on the borrowing in the coming years.

CompLIANCE WiTH CoDE OF CORPORATE (GOVERNANCE

The requirements of the Code of Corporate Governance set out by the Pakistan Stock Exchanges in their Listing
Regulations, relevant to the year endedSeptember 30, 2018 have been duly complied with. A statement to this
effect is annexed with the review report from the auditors

CoRPORATE AND FINANCIAL REPORTING FRAMEWORK
The Board of Directors hereby declares that:

» The financial statements present fairly the state of affairs of the company, the results of its operation, cash
flows and changes in equity.

> Proper books of accounts of the company have been maintained.

» Accounting policies as stated in the notes to the financial statements have been conlyisbpplied in
preparation of the financial statements and accounting estimates are based on reasonable prudent judgment.

» International Financial Reporting Standards, as applicable in Pakistan, and the requirements of Companies
Act 2017 have been followed in preparation of the financial statements.

» The system of internal control is sound in design and has been effectively implemented and monitored.
» There are no significant doubts about the company’s ability to continue as a going concern,

» 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 to the accounts

> A statement regarding key financial data for the last six years is annexed to this report




BoARD MEETINGS

During the year under review five (05) Meetings of the Board of Directors were held. Participation of Directors is as
follows:

Name Of Director No of

Meeting
Attended

Mr. Muhammad Sarwar 5

Mr. Shahid Mahmood Quershi 5

Mrs. Nahsed Roochi 5

Mrs. Rafia Aslam 3

Mr. Mr. Muhammad Shah Anjum 2

Mr. Muhammad Ashraf 1

Sayed Qaissar Abbas Naqvi 5

M. Magsood ul Hassan 3

*Meetings attended during the tenure
The Board granted leave of absence to the directors who could not attend the Meeting.

CHANGE IN THE BOARD

One casual vacancy occuired on the Board onJuly 10, 2018. M. Magsood ul Hassan resigned from the Board and
vacancy was filled by Mr. Muharmmad Shah Anjum.

SHARE TRANSFER

During the year 2400 shares were transferred by M. Maqgsood ul Hassan in the name of Mr. Muhammad Shah
Anjum to fulfill the requirement of qualification shares.

There was no other reported transaction of sale or purchase of Company by Directors, Company Secretary, Chief
Financial officer and their spouses or minor children during the period under review.

HoLbING COMPANY

M/S Pattoki Sugar Mills Limited is the holding company with 81.44% shares.

AupiT COMMITTEE

The Board has constituted an audit committee consisting of four members including chairman of the committee.
The committee regularly meets as per requirements of the code.

The committee supervises the internal control procedures through internal audit department and review financial
statements periodically, before the same are circulated. The audit committee is also responsible for recommending
the appointment of auditors and ensures their independence with regard to services provided by them.

A total of four (04) meetings of the Audit Committee were held during the year.

BoArRD HUMAN RESOURCE COMMITTEE

A Human Resource and Remuneration Committee have been in existence since the enforcement of the Revised
Code of Corporate Governance, which comprises of three Directors. During the year two meeting of the Human
Resource and Remuneration Committee was held.

10




BABA FARID SUGAR MILLS LIMITED

PATTERN OF SHAREHOLDING

A statement of pattern of shareholding is annexed.

No trading in the shares of the company was carried out by the Directors, CEQ, and CFO, Company Secretary and
their spouses and minor children during the year except those that have been duly reported as per law.

AUDITORS

The present Auditors of M/s. Hasnain Ali & Co., Chartered Accountants, Lahore stand retired and have offered
themselves for re appointment for the year 209 . The Audit Committee has recommended to the Board the re
appointment of M/s. Hasnain Ali & Co., Chartered Accountants, Lahore, being eligible and offered themselves for
appointment as auditors of the Company for the year ended September 30, 201 . Therefore, Board of Directors
has proposed to the shareholder to appoint M/s. Hasnain Ali & Co., Chartered Accountants, as Auditors of the
Company for the year ending September 30, 2019.

ACKNOWLEDGEMENT

The Board would like to thank the shareholders and bankers for their trust and continued support extended to the
company for its smooth operation. The Board would also like to place on record its appreciation for the efforts,
loyalty and hard work of all the workers, staff and management team and hope that the same spirit would continue

in future as well.

v

For and on behalf of the Board
{(Muhammad Sarwar)
Chief Executive
Lahore, January 4, 2019
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Crusting Days
Total Cane Milled

Sugar Produced
Sugar Recovery

Molasses Produced
Molasses Recovery

Support Price

Sale

Gross (Loss) / Profit

Net (Loss) / Profit before
Taxation

Net (Loss) / Profit after
Taxation

(Loss) / Eamings Per share

Ratios
(Loss) / Profit Gross

Operating assets
Current assets

Days
M.Tons

M.Tons
%age

M.Tons
%age

Rupees

2018 2017 2016 2015

OPERATIONAL PERFORMANCE
93 128 100 94
208,594 393,035 261,930 249,227

18,262 35,497 23,943 21,845
8.773% 9.108% 9.165% 8.82%

9,980 18,495 12,155 11,208
4.802% 4.74 % 4.65% 4.52%

180 180 180 180

OPERATING RESULTS (MILLION)
1311.23 1,932.15 1,264.12 1,638.08

(163.83)  194.67  139.13 41.87
(378.29) 23.96 324  (204.86)
(374.07) 29.54 1249  (198.71)

(39.58) 3.13 132  (21.03)

(12.49)%  10.07%  11.00%  2.56%

AsseTs EMPLOYED miLLION)
249599 251837 247598 2,037.78
471.45 965.17 808.35 596.37

12

2014

111
407,635

39,062
8.60%

18,960
4.66%

170

1,754.60
266.76
2.84
8.72

0.92

15.20%

2,083.26
917.50

2013

129
413,485

37,742
9.14%

23,120
5.59%

170

1,955.01
85.92
(135.65)
(132.32)

(14.00)

4.39%

1,952.25
591.48



BABA FARID SUGAR MILLS LIMITED

PATTERN OF SHAREHOLDINGS

Incorporation Number

1.1 Name Of the Company BABA FARID SUGAR MILLS LIMITED
21 Pattern of holding of shares held by shareholders as at September 30, 2018
SHAREHOLDING
TOTAL
22 NO. OF SHAREHOLDERS FROM To SHARES
HELD
682 1 100 18,168
392 101 500 74,540
36 501 1,000 25,040
44 1,001 5,000 108,870
5 5,001 10,000 36,088
1 10,001 15,000 10,500
2 35,001 40,000 77,668
1 50,001 55,000 50,853
1 135,001 140,000 136,995
1 440,001 445,000 439,201
1 915,001 920,000 916,000
1 7,555,001 7,560,000 7,559,077
1,167 9,450,000
2.3 Categories of Shareholders ﬁZTJes Percentage
2.3.1 Directors, Chief Executive Officers, and their spouse and minor children 980,183 10.3723%
2.3.2 Associated Companies, undertakings and related parties 7,696,072 81.4399%
233 NITandICP 1,000 0.0106%
2.34 Bank Development Financial Institutions, Non Banking Financial
Institutions 100 0.0011%
2.3.5 Insurance Companies 0 0.0000%
23.6 Modarabas and Mutual Funds 0 0.0000%
2.3.7 Share holders helding 10% 7,696,072 81.4399%
2.3.8 General Public
a) Local 769,619 8.1441%
b) Foreign 0 0.0000%
23y Sihermtobs j&%‘:ﬂﬁg 3026  0.0320%
3.0 Signature of Company Secretary
4.0 Name Of Signatory Muhammad Ibrahim
5.0 Designation Company Secretary
6.0  NIC Number 35201-8458576-7
7.0 Date 30-Sep-18

13



BABA FARID SUGAR MILLS LIMITED

CaTecoRIES OF SHAREHOLDING

As Required Under Code Of Corporate Governance (CCG) As On September 30, 2018

| sr.NO | Name | No. Of Shares Held | Percentage
Associated Companies, Undertakings and Related Parties (Names Wise Detail):
1 M/s Pattoki Sugar Mills LTD. 7,696,072 81.4399

Mutual Funds (Name Wise Detail) .

Directors and their Spouse and Minor Children {Name wise Detail):

1 Mr. Muhammad Sarwar 47,593 0.5036
2 Mrs. Naheed Roohi 2,500 0.0265
3 Mrs. Rafia Aslam 2,500 0.0265
4 Mr. Muhammad Shah Anjum 2,500 0.0265
5 Mr. Muhammad Ashraf 2,500 0.0265
6 Mr. Shahid Mahmood Quershi 2,500 0.0265
7 Sayed Qaissar Abbas Naqvl 4,090 0.0433
8 Mr. Muhammad Aslam H/O Mrs. Naheed Roohi 916,000 9.6931
Executives:

Public Sector Companies & Corporations:

Banks, Development Finance Institutions, Non Banking
Finance Companies, Insurance Companies, Takaful, 100.00 0.0033
Modarabas and Pension Funds:

Shareholders holding five percent or more voting interest in the listed company (Name wise
Detail)

1 M/S Pattoki Sugar Mills LTD. 7,696,072 81.4399
2 Muhammad Aslam 916,000 9.6931

All traders in the share of the listed company, carried out by its Directors, Executives and
their spouses and minor children shall be disclosed:

Sr.NO Name Sales Purchase
1 Mr. Muhammad Shah Anjum - 2,400

14
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M  BABA FARID SUGAR MILLS LIMITED

StATEMENT OF COMPLIANCE
with best practices of CORPORATE GOVERNANCE for the year ended September 30, 2018
Listed companies {Coda of Corporate Govemanca) Regulations, 2017.
The compary has complied with the requirements of the Regulations in the following mannes;
1. Tha total number of directors are saven {07) as par the following:
a) Male: Flve (5)
k) Female: Two (2)
2 Tha composition of board Is =s follow:

Category Names

Indapandant Direclors Muhammad Ashraf
Muhammad Sarwar

Exacutive Direchrs
Muhammad Shah Anjum
Mrs. Nahaeod Roohl

Othar Neh -Exuecartive Ms. Rafla Aslam

Directors Syed Qalssar Abbas Nacg

Mr. 8hahld Mahmood Quershl

The mdeperdent dirsctor meats the ariteria of independence as contained in the Code

3. The directors have confirmed that nona of them ks serving as a dirsctor on more than five listed companies,
Inciuding thia company {axchiding tha listed subsidisries of listed holding companisa whars applicabls).

4. Tha company has prepared a Code of Conduct and has smsuned that appropriate steps have bean taken io
dissaminats k throughout the company slong with s supporiing policles snd procadurss.

§. Tha board hag developed a viskonimisslon stebemant, overall corporate strategy and significant policles of
the company. A complste record of particulars of significant policies along with the dates on which they
wore approved or amandad has baen maintained.

& All the powers of the board have been duly worsised and destsions on relsvant matters have bean taken
by board! sharsholdesm as smpowsrad by the relevant provisions of the Act and thess Ragulations.

7. Thea meatings of the board wera presidad over by the Chalman and, In his abssnce, by a diractor slected
by the board for this purpoea. The board hes compllad with tha requirements of Act and the Ragulaticns
with respect to frequehdcy, recording ard dreullating minutes of meeting of board,

8. Tha boards of directore have a formal policy and transparant procadures for remunamation of directors In

2. Durng the yaar, no Dinectors’ Tralning Program was amanged for the directors.

10, Tha board has approved appaintment of CFO, Coampany Secretary and Hesd of Intermal Audh, Inciuding
their mmunemtion and tsrm and conditions of smployment and compllad with melevant requirement of the
reguiations.
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11. CFO and 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:

Muhammad Ashraf Chairman
Mrs. Rafia Aslam Member
Syed Qaissar Abbas Naqvi Member
Mr. Shahid Mahmood Qureshi Member

b} HR and Remuneration Committee
Mrs. Naheed Roohi
Mrs. Rafia Aslam
Mr. Shahid Mahmood Qureshi

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 (quarterly/half yearly/ yearly) of the committee were as per following:

a) Audit Committee:
The audit committee of the company is meeting every quarter of the financial year prior to the approval
of interim results of the company by its board of directors and after completion of external audit and if
requested by the external auditors or the head of internal audit.

b} HR and Remuneration Committee :
The Committee shall meet at least once in a financial year and may meet more often Iif requested by
the member of the board, or committee itself or the chief executive officer.

15. The board has set up effective internal audit functions 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 Accountant of Pakistan (ICAP) and
registered with Audit Oversight Board of Pakistan, that they or any of the partners of the firm, their spouses
and minor children do not hold shares of the Company and that the firm and all its partners are in
compliance with the International Federation of Accountants (IFAC) guidelines on code of ethics as
adopted by the ICAP

17. We confirm that all other requirements of the Regulations have been complied with.

For and on behalf of the Board

HW

{Muhammad Sa
Chief Executive
Lahore, January 04, 2019
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INDEPENDENT AUDITOR’S REPORT

To the members of Baba Farid Sugar Mills Limited

Report on the Audit of the Financial Statements
Opinion

We have audited the annexed financial statements of Baba Farid Sugar Mills Limited("the
Company”), which comprise the statement of Financial Position as at September 30, 2018, and
the statement of profit or loss, the statement of comprehensive income, the statement of
changes in equity, the statement of cash flows for the year then ended, and notes to 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, statement of profit or loss, the statement of 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 (XIX of 2017), in the
manner so required and respectively give a true and fair view of the state of the Company's
affairs as at September 30, 2018 and of theloss and other comprehensive loss, the changes in
equity and its cash flows for the year then ended.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) as
applicable in Pakistan. Qur responsibilities under those standards are further described in the
Auditor's Responsibilifies for the Audit of the Financial Statements section of our report. We are
independent of theCompany in accordance with the International Ethics Standards Board for
Accountants' Code of Ethics for Professional Accounfants as adopted by the Institute of
Chartered Accountants of Pakistan (the Code) and we have fulfiled 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.

Material Uncertainty Relating fo Going Concern

We draw attention to Note 2 in the financial statements, which indicates that the Company has
incurred loss before tax of Rs. 378,292,616 during the vear ended September 30, 2018, and as
of thatdate, its accumulated losses have stood up to Rs. 1,480,646,743. Further, its current
lizbilities exceed its current assets by Rs.1,278,590,619. These conditiors along with other
matters as set forth in Note 2 indicate the existence of a material uncertainty that may cast
significant doubt on Company's ability to continue as a going concern. Our opinion is not
maodified in respect of this matter.

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 a whole, and in forming our
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opinion thereon, and we do not provide a separate opinion on these matters. In addition to the
matter described in the Material Uncertainty Relating to Going Concem Section, we have
determined the matters described below to the key audit matters to be communicated in our
report.

Following are the Key audit matter(s):

Key audit matter(s)

How the matter was addressed in our
audit

1

Companles Act, 2017

(Refer note 3.3 to the annexed financial
statements)

The provisions of the Fourth Schedule
to the Companies Act, 2017, became
applicable to the Company for the first
time in the preparation of the annexed
financial statements.

As part of this transition to the
requirements, the management
performed a gap analysis to identify
differences between the previous
financial reporting framework and the
current financial reporling framework
and as a result, certain amendments
and additional disclosures were made
in the Company's annexed financial

We reviewed and undersicod the
requirements of the Fourth Schedule to the
Companies Act, 2017, Our audit procedures
included the following:

« Considered the management’s process to
identify the additional disclosures required
in the Company's annexed financial
statements;

» Obtained relevant underlying supports for
the additional disclosures and assessed
their appropriateness for the sufficient
audit evidence; and

» Verified on test basis, the supporting
evidence for the additional disclosures
and ensured appropriateness of the
disclosures made.

statements.

In view of the additional disclosures in
the annexed financial statements due
to first time application of the Fourth
Schedule to the Companies Act, 2017,
we considered this as a key audit
matter.

Information Other than the Financial Statements and Audifor's Reporf Thereon

Management is responsible for the other information. Other information comprises the
information included in the annual report for the year ended September30,2018 but does not
include the financial statements and our auditor's report theraon.

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
infermation 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.
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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 Dirsctors for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with the accounting and reporting standards as applicable in Pakistan and the
requirements of Companies Act, 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.

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 concem basis of accounting unless management either intends to
liquidate the Company or to cease operations, or has no realistic altemative 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 1SAs 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 financial statements.

As part of an audit in accordance with ISAs 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 a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher thafor 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's internal 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 o the date of our auditor's report. However,
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future events or conditions may cause the Company to cease fo continue as a going
concern.

+ Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner 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, inchatipgsignificant 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.

From the matters communicated withthe 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 matters in 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 an fa Reguiremen:
Based on our audit, we further report that in our opinion:

a) proper books of account have been kept by tH@ompany as required by the Companies
Act, 2017(XIX of 2017);

b) the statement of financial position, the statement of profit or loss, the statement of
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;

¢) investments made, expenditure incurred and guarantees extended during the year werefor
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 Hasnain
Adam Ali.
B RO RA
(R
Lahore Hasnain Ali& Co.
Chartered Accountants
Date: January 04, 2019
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InoepENDENT AubpiTor's Review RePoRT
TO THE MEMBERS OF BABA FARID SUGAR MILLS LIMITED

REVIEW REPORT ON THE STATEMENT OF COMPLIANCE CONTAINED IN LISTED
COMPANIES {(CODE OF CORPORATE GOVERNANCE) REGULATIONS, 2017

We have reviewed the enclosed Statement of Compliance with the Listed Companies (Code of
Corporate Governance) Regulations, 2017 (the Regulations) prepared by the Board of Directors of
BABA FARID SUGAR MILLS LIMITED ("the Company"} for the year ended September 30, 2018, in
accordance with the requirements of Regulation 40 of the Regulations.

The responsibility for compliance with the Regulation 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 noncompliance 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 part of our audit of 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 Regulations 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 and also ensure compliance with the requirements of section
208 of the Companies Act, 2017. We are only required and have ensured compliance of this
requirement to the extent of the approval of the related party transactions by the Board of Directors
upon recommendation of the Audit Committee. We have not carried out procedures to assess and
determine the Company's process for identification of related parties 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 Regulaticns as applicable to the Company for the
year ended September 30, 2018.

Qo i

HASNAIN ALI & CO
Date: January 04, 2019 Chartered Accountants
Lahore Audit Engagement Partner: Hasnain Adam Ali
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BABA FARID SUGAR MILLS LIMITED

STAaTEMENT OF FiNaNCIAL PosiTiON

AS AT SEPTEMBER 30, 2018
2018 2017 2016
EQUITY AND LIABILITIES Note Rupees Rupees Rupees
SHARE CAPITAL AND RESERVES {Restated) {Restated)
Authorized capital
70,000,000 ordinary shares of Rs.10 each 700,000,000 700,000,000 700,000,000
(2017: 70,000,000 ordinary shares of Rs.10 each)
Issued, subscribed and paid-up capital 6 94,500,000 94,500,000 94,500,000
Accumulated (Loss) (1,480,646,743) (1,146,927,052) (1,217,959,120)
Surplus on revaluation of property, plant & equipment 7 1,715,902,655 1,746,005,655 1,779,773,872
329,755,912 693,578,603 656,314,752
NON CURRENT LIABILITIES
Long term loans 8 100,000,000 200,000,000 -
Loan from holding company 9 500,000,000 500,000,000 500,000,000
Defemred liability 10 288,233,669 313,488,827 347,835,618
888,233,669 1,013,488,827 847,835,618
CURRENT LIABILITIES
Current portion of long term liabilities 11 125,000,000 125,000,000 54,408,109
Short tarm finances 12 25,082,166 89,155,032 101,798,132
Due to related party 13 1,154,442,231 1,130,247,361 1,111,646,078
Trade and other payables 14 278,288,794 360,087,191 477,775,543
Unclaimed dividends 255,930 255,930 2,597,511
Interest and mark-up accrued 15 154,058,109 50,651,849 20,715,647
Provision for taxation _12,012,897 | 21,662,092 | 11,831,378
1,750,040,127 1,777,059,455 1,780,773,388
TOTAL EQUITY & LIABILITIES 2.968,029,708 3,484,126,885 3.284,923,768
Contingencies and commitments 16
ASSETS
NON CURRENT ASSETS
Property, plant and equipment 17 2,4985,992,625 2,518,370,768 2,475,983,483
Long term deposits 18 587,575 587,575 587,575
2,496,580,200 2,518,958,343 2,476,571,058
CURRENT ASSETS
Stores, spares and loose tools 19 43,621,327 37,271,741 45,609,787
Stock-in-trade 20 51,731,844 533,034,680 381,077,616
Trade debts 21 151,278,030 121,322,598 108,890,582
Advances 2 116,855,614 167,029,163 144,705,252
Trade deposits and short term prepayments - - 20,632,000
Other receivables 23 105,742,500 105,742,500 105,742,500
Cash and bank balances 24 _ 2,220,133 _ 767,850 1,684,973 |
471,449,508 965,168,542 808,352,710
TOTAL ASSETS 2.,968,029,708 3,484,126,885 3,284,923,768

The annexed notes, from 1 to 43, form an integral part of thess financial statements.

2

Chlef Financlal Officer é Director

l"l@‘;'

Chlef Executlve.Bﬁcer
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BABA FARID SUGAR MILLS LIMITED

StateMeNT OF ProriT Or Loss
FOR THE YEAR ENDED SEPTEMBER 30, 2018

2018 2017
Note Rupees Rupces

Sales - net 25 1,311,229,139 1,932,149,283
Cost of sales 26 1,475,058,098 1,737,483,371
Gross (loss) / profit (163,828,959) 194,665,912
Distribution and selling expenses 27 2,283,934 4,223,383
Administrative expenses 28 42,404,351 37,668,564
Other expenses - 1,261,681

44 688,285 43,153,628
Operating (loss) / profit before finance cost {208,517,244) 151,512,284
Finance cost 29 169,775,372 127,555,250
(Loss) / profit before taxation (378,292,616) 23,957,034
Taxation 30 {4,226,425) (5,581,390)
(Loss) / profit after taxation (374,066,191) 29,538,423
(Loss) / Eaming per share - Basic and diluted 31 (39.58) 3.13

The annexed notes, from 1 to 43, form an integral part of these financial statements.

Chlef Executlve.oﬁcer Chlef FInanclal Officer 6 Director

1N
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BABA FARID SUGAR MILLS LIMITED

StaTEMENT OF ComMPREHENSIVE INCOME
FOR THE YEAR ENDED SEPTEMBER 30, 2018

2018 2017
Rupees Rupees
{Loss) / profit for the year (374,066,191) 29,538,423
Iltems that will not be subsequently reclassified to profit or loss:
Remeasurement of net defined benefit liability 617,565 (378,046)
Total comprehensive (loss) / income for the year (373,448,626) 29,160,377

The annexed notes, from 1 to 43, form an integral part of these financial statements.

Chlef Exe:utlvwﬁcer Chlef Financlal Officer 6 Director
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BABA FARID SUGAR MILLS LIMITED

StaTEMENT OF CHANGES IN EqQuiTY
FOR THE YEAR ENDED SEPTEMBER 30, 2018

Balance as at September 30, 2016 - as reported previous

Impact of re-statement - note 5
Balance as at October 01, 2016 - as restated

Current year incremental depreciation
- net of deferred tax

Total comprehensive income for the year

Surplus on revaluation of property, plant and
equipment related to rate change

Balance as at September 30, 2017 - as restated

Balance as at October 01, 2017 as restated

Current year incremental depreciation
- net of deferred tax

Total comprehensive loss for the year

Surplus on revaluation of property, plant and
equipment related to rate change

Balance as at September 30, 2018

Issued, subscribed Accumulated Revaluation Total
and paid-up capital (Loss) Surplus
Rupees
94,500,000 (1,217,959,120) - (1,123,459,120)
- - 1,779,773,872 1,779,773,872
94,500,000 (1,217,959,120) 1,779,773,872 656,314,752
- 41,871,691 (41,871,691) -
- 29,160,377 - 29,160,377
- - 8,103,474 8,103,474
84 500,000 (1,146,827,052) 1,746,005,655 £693,578,603
94,500,000 (1,146,927,052) 1,746,005,655 693,578,603
- 39,728,935 (39,728,935) -
- (373,448,626) - (373,448,626)
- - 9,625,935 9,625,935

94 500,000 (1,480,646,743) 1,715,802 655 329,755,812

The annexed notes, from 1 to 43, form an integral part of these financial statements.
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Chief Executive.Dﬁcer
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Chief Financial Officer
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BABA FARID SUGAR MILLS LIMITED

StAaTEMENT OF CasH FLow

FOR THE YEAR ENDED SEPTEMBER 30, 2018

CASH FLOWS FROM OPERATING ACTIVITIES

Cash generated from / (used in) operations

Finance cost paid
Taxes paid

Net cash generated from / (used in) operating activities
CASH FLOWS FROM INVESTING ACTIVITIES

Fixed capital expenditure

Net cash (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Long term loan

Due to related party
Net cash (used in) / generated from financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equlvalents at end of the year

Note

32

33

2018 2017
Rupees Rupees
261,096,658 (47,811,916)
(66,202,334) (97,604,146)
(1,406,973) (10,030,971)
193,487,351 (155,447,033)
{563,057,011) {122,029,164)
{53,057,011) {122,029,164)
(100,000,000) 270,591,891
24,194,870 18,601,283
{75,805,130) 289,193,174
64,625,210 11,716,977

(88,387,182)

(100,104,159)

(23,761,973)

(88,387,182)

The annexed notes, from 1 to 43, form an integral part of these financial statements.
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Chief Executl
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BABA FARID SUGAR MILLS LIMITED

1.

Notes To THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED SEPTEMBER 30, 2018
CORPORATE AND GENERAL INFORMATION

1.1 THE COMPANY AND ITS OPERATIONS

Baba Farid Sugar Mills Limited ("the Company") was incorporated in 1978 under the Companies Crdinance, 1984
(Now the Companies Act, 2017) as a Public Limited Company and its shares are quoted at Pakistan Stock
Exchange. It is engaged in manufacturing and sale of sugar including its by-product i.e. molasses and V. Filter
cake.

The information on geographical location and address of the Company's business units including plant is as under;

- The Company's registered office is situated at Suit-T-09, 3rd Floor, 75-E/1 Main Boulevard, Gulberg I,
Lahore

- Manufacturing facility is located in the district Okara, Punjab.

1.2 Summary of Significant Events and Transactions in the Current Reporting Period

208
Impact in Rupees
- Reclassification of revaluation surplus in equity as per Companies Act, 2017 1,715,902,655
- Reclassification of unclaimed dividend as per Companies Act, 2017 255,930
- Increase in Interest and mark-up accrued 103,406,260
GOING CONCERN ASSUMPTION

During the current financial year, the Company has earned loss before tax amounting to Rs. 378,292,616 (2017
Profit of Rs. 23,957,034} and at statement of financial position date its accumulated losses have stood up to Rs.
1,480,646,743 (2017: Rs. 1,146,927,052). Further, its current liabilities exceed its current assets by Rs.
1,278,590,619 (2017: Rs. 811,890,913). These conditions may cast significant doubt on Company's ability to
continue as a going concern and, therefore, it may be unable to realize its assets and discharge its liabilities in the
normal course of business. However, management has taken various measurss to improve the financial position of
the Company which include the sponsors’ continued assurance for arrangement of funds as and when required,
prompt discharging of its liabilities including financial obligations, securing growers' commitments for availability of
quality sugarcane and hiring of competent management personnel for managing Company's affairs.

The management has firm belief that the above stated measures shall mitigate the doubt about the Company's
ability to continue as a going concern and also justifies the preparation of these financial statements on going
concern basis.

3. SIGNIFICANT ACCOUNTING POLICIES

3.1 Statement of compliance
These financial statements have been prepared in accordance with the accounting and reporting standards
as applicable in Pakistan. The accounting and reporting standards applicable in Pakistan comprise of:

i} Intenational Financial Reporting Standards ('IFRS') issued by the International Accounting Standards
Board ('IASB") as notified under the Companies Act, 2017; and

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

Where provisions of and directives issued under the Companies Act, 2017 differ from the IFRS, the
provisions of and directives issued under the Companies Act, 2017 have been followed.
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3.2 Application of new and revised Internati Fii ial Reporting (IFRSs)
3.21 Standards, amendments to approved accounting standards and Interpretations that are
sffective In the current year

Certain standards, amendments and interpretations to IFRS are effective for accounfing periods
beginning on October 1, 2017 but are not considered to have any significant effect on the
company's operations (although they may affect the accounting for future transactions and
events)and are, therefore, not detalled In these fi ial statements, except for the following:

= |AS 7 Financial Instrumants: Disclosuras - Discl Initiative - {A | ts)

International Accounting Standard ('IAS') 7, ‘Cashflow statements: Disclosure initiative’ (effective for
periods beginning on or after January 1, 2017). This amendment requires disclosure to explain
changes in liabilities for which cashflows have been, or will be classified as financing activities in the
statement of cashflows. The amendment only covers statement of financial position items for which
cashflows are classified as financing activities. In case other items are included within the
reconciliation, the changes in liabilities arising from financing activities will be idenfified separately. A
reconclllation of the opening to closing balance Is not specifically required but Instead the
information can be provided in other ways. In the first year of adoption, comparative information
need not be provided. The company has given the required disclosure In these financial statements.

-lAS 12 Income Taxes - Recognition of Deferred Tax Assets for Unreallzed losses
{Amendments)

IAS 12 'Income taxes’ {Amendment), on recognition of deferred tax assets for unrealised losses.
These amendments on the recognition of deferred tax assets for unreallsed losses clarify how to
account for deferred {ax assets related to debt instruments measured at fair value. The amendments
clarify the existing guidance under IAS 12. Thay do not change the underying principles faor the
recognition of deferred tax assets. Further, there are no debt instruments measured at fair value.
The company’s current accounting treatment is already in line with the requirements of this standard.

322 Standards, amendments to approved ting and that are not yet
effective and have not been early adopted by the Company

The following new standards, amendments to standards and interpretations have been published
and are mandatory for the Company's accounting periods beginning on or after their respective
effective dates:

- IFRS 9 Financial Instruments

IFRS 8, ‘Financial instruments’ (effective for pericds beginning on or after January 1, 2018). This
standard has been notified by the SECP to be effective for annual periods beginning on or after
July 1, 2018. This standard replaces the guidance in IAS 39, 'Financial instruments: Recognition
and measurement’. It Includes requirements on the classification and measurement of financlal
assets and liabilities; it also includes an expected credit losses model that replaces the cumrent
incurred loss impaiment model. The company is yet to assess the full impact of this standard.

- IFRS 15 Revenue from Contracts with Customers:

IFRS 15, ‘Revenue from contracts with customers’: (effective for periods beginning on or after
January 1, 2018). This standard has been notified by the SECP 1o be effective for annual periods
beginning on or after July 1, 2018. This standard deals with revenue recognition and establishes
principles for reporting useful Information to users of the financlal statements about the nature,
amount, timing and uncertainty of revenue and cash flows arising from an entity’s contracts with
cuslomers. Revenue is recognised when a customer obtains control of a good or service and thus
has the ability to direct the use and obiain the benefits from the good or service. The standard
replaces IAS 18, ‘Revenue’, and IAS 11, ‘Construction contracts’, and related interpretations. It Is
unlikely that this standard will have any significant impact on the company's financial statements.
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- IFRS 16 Leases

IFRS 16, ‘Leases": (effactive for periods beginning on or after January 1, 2019). This standard has
been notified by the SECP to be effective for annual periods beginning on or after January 1, 2019.
This standard replaces the current guidance in IAS 17, ‘Leases’ and is a far reaching change in
accounting by lessees in particular. Under I1AS 17, lessees were required to make a distinction
between a finance lease {on statemant of financial position) and an operating lease (off statement of
financial position). IFRS 16 now requires lessees to recognise a lease liabllity reflecting future lease
payments and a ‘right-of-use asset' for virtually all lease contracts. The |IASE has included an
optional exemption for certain short-ferm leases and leases of low value assets; however, this
exemption can only be applied by lessees. For lessors, the accounting stays almost the sama.
Howaver, as the |IASB has updated the guldance on the definition of a lease (as well as the
guidance on the combination and separation of contracts), lessors will also be affected by the new
standard. At the very least, the new accounting model for lessees Is exp d to Impact negotiati
betwean lessors and lessees. The company is yet to assess the full impact of this standard,

- IFRIC 22 Foraign currancy fr. tions and adh ideration

IFRIC 22, ‘Foreign currency transactions and advance consideration’ (effective for pariods beginning
an or after January 1, 2018). This IFRIC addresses foreign currency fransactions or parts of
transactions where thers is consideration that is denominated or priced in a foreign currency. The
Interpretation provides guidance for when a single payment/receipt is made as well as for situations
where multiple payments/recaipts are made. The guidance aims to reduce diversity in practice. It is
unlikely that the interpretaion will have any significant impact on the company's financial
statements.

- IFRIC 23 Uncertainity Over Income Tax Treatments

IFRIC 23, ‘Uncertainty over income tax treatments’: (effective for periods beginning on or after 1
January 2019). This IFRIC clarifles how the recognition and measurement requirements of IAS 12
‘Income taxes', are applied where there is uncertainty over income tax treatments. The IFRIC
axplains how 1o recognise and measure deferrad and current income tax assets andl iabilities where
there is uncertainty over a tax treatment. An uncertain tax treatment is any tax treatment applied by
an entity where there Is uncartainty over whether that treatmant will be accepted by the tax authority.
The IFRIC applies to all aspects of income tax accounting where there is an uncertainty regarding
the treatment of an item, including taxable profit or loss, the tax bases of assets and liabilities, tax
losses and credits and taxr ates, The company is yet to assess the full impact of the interpretation,

3.23 Standards, dments to | and interp! i b ing effactive in future periods
but not relevant

There are certain new standards, amendments to standards and interpretations that are effective
from different future periods but are considered not to be relevant to the Company’s operations,
therefore, not disclosed In these financlal statements.

3.2.4 Further, following new standards have been issued by IASB which are yet to be notified by the
SECP for the purpose of applicabliity In Paklstan.

Effective Date
(Period beginning on
or after)
- IFRS 14 'Regulatory Deferral Accounts' January 1, 2016
- IFRS 17 'Insurance Contracts ' January 1, 2021

The Company expects that such improvements te the standards will not have any material impct on
the Company's financial statement.
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3.3. Changes due to Companies Act, 2017

The Act has also brought cartain changes with ragard to the preparation and presentation of the company's
financial statements, These changes also include change in nomenclature of primary statements, efe.
Further, the disclosure requirements contained in the Fourth Schedule 1o the Act have besn revised, resulting
In the:

- Elimination of duplicative disclosures with the IFRS disclosura requirements; and
- Incorporation of significant additional disclosures.

In view of the above, the presentation of these financial statements has been realigned with the provisions
contained In the Act. The application of the Act, however, does not have any impact on the recognition and
measurement of the amounts included in these financial statements.

3.4 Basis of preparation

These financial statements have been prepared on the historical cost basis except for freshold land, buildings
on freshold land and plant & machinery which are stated at revalued amounts.

3.5 Functional and presentation currency

These financial statements are presented in Pakistan Rupees which is also the Company's functional
currency. All financial information presented in Pakistan Rupee has been rounded to the nearest rupas.

3.6 use of estimates and judgments

The preparation of financial statements in conformity with approved accounting standards, as applicable in
Pakistan, requires management to make judgments, estimates and assumptions that affects the application of
policies and reported amounts of assets and liabilitias, incomes and expenses. The estimales and associated
assumptions and Judgments are based on historical experlence and varlous other factors that are belleved to
be reasonable under the circumstances, the result of which form the basis of making the judgments about
carrying values of assets and llabilities that are not readily apparent from other sources. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting
estimates are recognized in the period in which the estimates are revised if the revision affects only that
period, or in the period of revision and future periods if the revision affects both current and future periods.

The areas where various assumptions and estimates are significant to company’s financial statements or
where judgments were exercised in application of accounting policies are as follows:

- Staff retirement benefits - gratuity
- Provision for taxation
- Residual values and useiul lives of depreciable assets
- Provisions and contingencies
4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of these financial statements are set-out below.
Thase policies have been consistently applied o all the years presanted, unless otherwiss stated.

4.1 Property, plant and aquipmant and depreciation
Owned assels

Property, plant and equipment axcept freehold land, bulidings on freshold land and plant and machinery are
stated at cost less accumulated depreciation and impairment losses, if any. Buildings on freehold land and
plant and machinery are stated at revalued amounts less accumulated depreciation and impalmment losses, if
any. Freehold land is stated at revalued ameunt and actual cost to date respectively.
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Subsequent cost

The cost of raplacing part of an item of property, plant and equipment is recognized in the carmrying amount of
the item if it is probable that the future economic benefits embodied within the part will flow to the company
and its cost can be measured reliably. The carrying amount of the part so replaced is deracognized. The cost
of the day-to-day servicing of property, plant and equipment are recognized In profit and loss account as
incurred.

Depreclation

Dapraclation Is charged to Income applying the reducing balance method at the rates specified In property,
plant and equipment note. Assets' residual values, if significant and their useful lives are reviewed and
adjusted, if appropriate, at each balance sheet date. In respect of additions and disposals during the year,
depreciation is charged from the month of acquisition and upto the month preceding the disposal respectively.

Assets residual values, if significant and useful lives are reviewed and adjusted, if appropriate at each
balance sheet date. Gains or losses on disposal of property, plant and equipment are recognized in profit and
loss account.

Surplus on revalued property, plant and equipment
Surplus arising on revaluation is credited to surplus on revaluation of property, plant and equipment. This

surplus on revaluation, to the extent of incremental depreciation, is tfransferred to accumulated profit, net of
defemred tax.

Impairmant

Where the camying amount of asset exceeds Its estimated recoverable amount It is written down immediately
to its recoverable amount.

Leased assets

Leases In terms of which the company assumes substantially all the risks and rewards of ownership are
classified as finance lease. Asset acquired by way of finance lease is stated at an amount equal to the lower
of its falr value and the present value of minimum lease payments at the inception of the lease less
accumulated depreciation and impairment losses, if any.

Depreciation is charged on the same basis as used for owned asset. Financial charges are allocated to
accounting period in a manner so as to provide a constant rate of charge on outstanding liability.

4.2 Stores and spares and loose tools
Storas, spares and loose tools are valued at lower of weighted average cost and net realizable value, less
pravision for impairment if any. Iterns in transit are valued at cost comprising invoice value plus other charges
Incurred theraon.
Provision for obsolete and slow maving stores, spares and loose tools is determined based on management's
estimate regarding their future usability.
Net realizable value signifies the estimated selling price in the ordinary course of business less the estimated
costs nacessary to be incurred to make the sale.
Spare parts of capital nature which can be used only in connection with an item of property, plant and
equipment are classified as tangible fixed assets under the ‘plant and machinery’ category and are
depreciated over a time pericd not exceeding the useful life of the related assets.

43 Stock-intrade
These are valued at the lower of cost and net realizable value. Cost is computed applying the following basis:

Raw material - at weighted averaged cost
Work-in-procass - at manufacturing average cost
Finished goods - at manufacturing average cost
Molasses - at net realizable value
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Cost in relation to finished goods and work-in-process represents the average manufacturing cost which
consists of prime cost and appropriate production overheads.

Net realizable value signifies the estimated selling price in the ordinary course of business less estimated
costs of completion and estimated costs necessary to make the sale.

44 Trade debts and other receivables

These are initially stated at fair value and subsequently measured at amortized cost using effective interest
rate method lass provisions for any uncollectible amounts. An estimate is mada for doubtful receivables when
collection of the amount is no longer probable. Debts considered imecoverable are written off.

4.5 Cash and cash equivalents

Cash and cash equivalents are carried at cost in the balance sheel. For the purpose of cash flow statement,
cash and cash equivalents consist of cash in hand, balances with banks and short term finances.

4,6 Staff retirement benefits (defined benefit plan)
The Company operates an un-funded retiremaent gratuity scheme for its eligible employees. Provision for
gratuity is made annually to cover obligation under the scheme in accordance with the actuarial
racommendations. Latest actuarial valuation was conducted on September 30, 2018 on the basis of the
projected unit credit methed by an independent Actuary.

4,7 Trade and other payables

Llabllitles for trade and other payables are camried at cost, which |s the fair value of consideration to be paid in
the future for goods and services received, whether or not billed to the Company.

4.8 Mark-up bearing borrowings
Mark-up bearing borrowings are recognized initially at fair value, less atiributable fransaction cost
Subsequent 1o initial recognition, mark-up bearing borrowings are stated at emortized cost with any difference
between cost and redemption value being recognized In the Income statement over the period of the
borrowings cn an effective interest basis.

49 Taxation

= Current
Provision for current year's taxation Is determined In accordance with the prevalling law of taxation on Income
enacted or substantively enacted by the end of the reporting period and is based on current rates of taxation
being applied on the taxable income for the year, after taking into account tax credits and rebates available, if
any, and taxes paid under the Final Tax Regime.

- Deferred
Deferred tax is provided using the balance sheet liability method providing for temporary differences between
the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for
taxation purposes. The amount of deferred tax provided Is based on the expected manner of realization or
settiement of the camying amount of assets and liabilities using the rates that are expected to apply to the
period when the differences reverse based on iax rates that have been enacted at the balance sheet date.

Deferred tax liabilities are recognized for all taxable temporary differences. A deferred tax asset is recognized
enly to the extent that it is probable that future texable profits will be available against which the assets can be
utllized. Deferred tax asset Is reduced to the extent that It is no longer probable that the related tax benefits
will be realized.

4.10 Borrowing costs
Borrowing costs that are directly attributable to the acquisition, construction or production of an assst that
ily takes a st ial period of ime to get ready for its intended use or sale are capitalised as part
of the cost of the respective assets. All other borrowing costs are expensed-out in the pariod they occur.
Borrowing costs consist of Interest and other costs that an entlty incurs In connection with the borrowing of
funds.
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4.11 Revenue recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Company
and the amount of revenue can be measurad reliably. Revenue is measured at the fair valus of consideration
received or receivable on the following basis:

= Local sales are recognized when goods are dispaiched to customers.
= Export sales are bocked on shipment of goods.
= Return on bank deposits is accounted for on ‘accrual basis’,

4.12 Provisions

A provision s recognized in the balance sheet when the Company has a legal or constructive obligation as a
result of past avents, it is probable that an outflow of economic benefits will be required to settle the obligation
and a reliable estimate can be made of the amount of the obligation. Provisions are reviewed at each balance
sheet date and adjusiad to reflect the current best estimate.

4.13 Impairment

The cammying amount of the Company's assets is raviewed at each balance shest date to determine whather
there Is any objactive evidence that an asset or group of assats may be impailred. If any such evidence exists,
the asset or group of assets' recoverable amount is estimated. An impairment loss is recognized whenever
the carrying amount of an asset exceeds Its recoverable amount. Impaimment losses are recognized in profit
and loss account.

4.14 Financial instruments
(i

=

Financial assets

Significant financial assets include advances, frade debts, trade deposits and prepayments and bank
kalances. Loan and advances and receivables are stated at their nominal value as reduced by provision for
doubtful finances and recsivable, whils other financial assets are stated at cost.

(I} Financlal llabliltles

Financial liabiliies are classified according to the substance of the contractual arrangements entered into.
Significant financial liabilities include long term loans, lease finances, interest and mark up accrued, trade and
cther payables and short term finances. Markup based financlal liabllities are recorded at gross proceeds
received. Other liabilities are stated at their nominal value.

{lll) Recognition and derecognition

All the financial assets and financial liabilities are recognized at the time when the Company becomes party to
the contractual provisions of the instrument. Financlal assets are derecognized when the Company locses
control of the contractual rights that comprise of the financial assets. Financial liabilities are derecognized
when they are extinguished i.e. when the obligation specified in the conftract is discharged, cancelled or
expires. Any gain or loss on derecognition of the financial assets and financial liabilities is taken to profit and
loss account.

4.15 Offsetting of financlal assets and financlal llabllitles

Financial assets and financial liabilities are set off and only the net amount is reported in the balance sheet
when there Is a legally enforceable right to set off the recognized amount and the Company intends to elther
sattle on a net basis, or to realize the assat and setile the liability simultaneously.

4,18 Forelgn currency translations

Transactlons In forelgn currencles are accounted for In Pak Rupees at the exchange rates prevalling on the
date of transactions. Assets and liabilities in foreign currencies are translated in Pak Rupees at the exchange
rates prevailing on the balance sheet date except where forward exchange rates are booked, which are
translated at the contracted rates. Exchange differences, if any, are taken to profit and loss account.
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§. Changs in Accounting Policy

The Company has changed its accounting policy for the presentation and treatment of Surplus on Revaluation of Property, Plant and Equipment in ling with
the requirements of newly promulgated Companies Act, 2017 which does not stipulate any special treatment for revaluation surplus and therefore allows the
presentation prescribed under IAS 16 "Property, Plant and Equipment”. Thus, the Surplus on Revaluation of Praperty, Plant and Equipment is presented as
equity. This change in policy is applied retrospectively in accordance with the requirements of IAS 8 "Accounting Policies, Changes in Accounting Estimates
and Errors" with effect from earliest period presented in these financial statements. Since section 235 of the repealed Companies Ordinance, 1984 has lost
its application, the revaluation surplus which was previously shown as a separate line item on statement of financial position, has now been presented in
equity for the year ended September 30, 2018, and figures have been restated accordingly.

In view of the above, the accounting policy for the presentation and treatment of Surplus on Revaluation of Property, Plant and Equipment is given below:

Increase in the carrying amounts arising on revaluation of land, building, plant and machinery are recognized, net of tax, in other comprehensive income and
accumulated in reserves in shareholders’ equity. To the extent that the increase reverses a decrease previously recognized in statement of profit or loss, the
increase in first recognized in profit or loss. Decreases that reverse previous increases of the same asset are first recognized in other comprehensive income
io the exient of the remaining surplus attributable to the asset all other decreases are charged io profit or loss. Each year, the difference between
depreciation based on the revalued carrying amount of the asset charged to profit or loss and depraciation based on the asset's original cost, net of tax, is
reclassified from the Revaluation surplus on land, building, plant and machinery to retained earnings.

The impact of this change in accounting policy has been applied refrospectively from the earliest period presented in these financial statements:

As at September 30, 2017 As at September 30, 2018
As previously As proviously
reported on As restated on — As restated on
September 30, || Adjustment || S°P®™%* %% || soptember30, || Adjustment || S%PtemPer 30
2017 2017 2016 2016
Rupees

Effect on statement of flnanclal position

Surplus on revaluation of property,
plant and equipment
Share capital and reserves -

1,746,005,656  (1,746,005,655) -
1,7486,005,6855 1,746,005,6855 -

1,779,773,872  (1,779,773,872) -
1,779,773,872 1,779,773,872

Effect on statement of changes In equity

Revaluation surplus - 1,746,005,655 1,746,005,655 - 1.779,773,872 1,779,773,872
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ISSUED, SUBSCRIBED AND PAID-UP CAPITAL 2018 2017
Note Rupees Rupees

Issuad, subscribed and and pald up capital

6,400,000 (2017: 6,400,000) ordinary

shares of Rs.10 each 64,000,000 64,000,000

3,050,000 (2017: 3,050,000) bonus

shares of Rs.10 each 30,500,000 30,500,000
94 500,000 94 500,000

As at September 30, 2018 M/s Pattoki Sugar Mills Limited (the holding company) holds 7,696,072 (81.44%) shares
of the Company.

SURPLUS ON REVALUATION OF
PROPERTY, PLANT & EQUIPMENT
At beginning of the year 1,746,005,655 1,779,773,872
Less: fransferred to accumulated loss on account
of incremental depreciation for the year- net of deferred tax (39,728,935) (41,871,691)
Resultant adjustment due to reduction in tax rate 9,625,935 8,103,474
1,715,902,655 1,746,005,655

The Company’s freehold land, buildings on freehold land, plant and machinery were revalued by MYK Associates
(Private) Limited, an independent valuer not connected with the Company and approved by Pakistan Banks’
Association {PBA). The basis of revaluation for items of these fixed assets were as follows:

Freehold land

Fair market value of freehold land was assessed through inquiries to real estate agents and property dealers in
near vicinity of freehold land. Different valuation methods and exercises were adopted according to experience,
location and other usage of freehold land. Valuer had also considered all relevant factors as well.

Bulldings on freehold land

Construction specifications were noted for each building and structure and new construction rates are applied
according to construction specifications for current replacement values. After determining current replacement
values, depreciation was calculated to determine the current assessed market value.

Plant and machinery

Suppliers and different sugar plant consultants in Pakistan and abroad were contacted to collect information
regarding current prices of comparable sugar plant to determine current replacement value. Fair depreciation factor
for each item is applied according to their physical condition, usage and maintenance.

LONG TERM LOANS

From banking companies - secured

JS Bank Limited - term finance 8.1 200,000,000 300,000,000
Less: Current portion 11 (100,000,000) (100,000,000)
100,000,000 200,000,000
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8.1 JS Bank Limited - Term finance

This represents term finance facility obtained from JS Bank Limited for working capital requirements due to
BMR activities camied out for enhancement in production capacity. It shall be repaid through 6 equal
biannually installments along with mark up. It is secured by way of first charge over fixed assets of the
Company amounting to Rs. 400 million (with 25% margin), corporate guarantee of M/s Pattoki Sugar Mills
Limited, subordination of Director's loan of Rs. 500 miillion in favor of JS Bank and personal guarantees of
all directors along with net worth statements.

2018 2017
Note Rupeas Rupees

At beginning of the year 300,000,000 -
Add: Avail during the year - 300,000,000

Less: Payment made during the year {100,000,000) -
At end of the year 200,000,000 300,000,000

9. LOAN FROM HOLDING COMPANY

Pattoki Sugar Mills Limited 525,000,000 525,000,000
Less: Current portion 1 (25,000,000) (25,000,000)
500,000,000 500,000,000

9.1 The Company obtained unsecured loan from M/s Pattoki Sugar Mills Limited (PSML) - the holding company
that carries mark-up at the rate of 3 month's KIBOR plus 2% per annum. The effective mark-up rate charged
by PSML during the year ranged from 8.15% to 8.93% (2017: 8.04% to 8.14%) per annum and this loan is
subordinated to JS Bank Limited.

10. DEFERRED LIABILITY

Deferred taxation 10.1 284,572,416 310,437,673
Employees retirement benefits - gratuity 10.2 3,661,253 3,051,154
288,233,669 313,488,827
10.1 Deferred liability on temporary differences:
Taxable temporary differences
Surplus on revaluation of fixed assets 262,924 805 288,778,051
Accelerated tax depreciation on fixed assets 73,748,982 65,749,604
336,673,787 354,527,655
Deductible temporary differences
Provision for gratuity (1,061,763) (915,3486)
Unabsorbed tax depreciation {51,039,608) (41,674,636)
Provision for doubtful debts - (1,500,000)
{52,101,371) (44,089,982)
284,572 416 310437.673

As at September 30, 2018, deferred tax asset amounting Rs. 88.87 million (2017: Rs. 3.164 million) on
unused tax losses have not been recognised in the financial statements as a matter of prudence. The
management intends to re-assess the recognition of deferred tax asset as at September 30, 2019.
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10.2 Staff retirament beneflts - gratulty 2018 2017
Note Rupeas Rupeas

Tha amount recognized In the balance sheet are as follows:

Present value of defined benefit obligation 3,661,253 3,061,154
Net liability at beginning of the year 3,051,154 2,050,989
Charge to profit and loss account 1,227,664 622,119
Net remeasurements for the year (617,565) 378,046
Net liability at end of the year 3,661,253 3,051,154

The movement in the present value of defined benefit
obligation is as follows:

Opening balance 3,061,154 2,050,989
Current service cost 556,606 483,391
Past service cost (credit) 460,200 -
Interest cost 211,858 138,728
Actuarial (gain) / loss (617,565) 378,046
Closing balance 3,661,253 3,051,154
2018 2017 2016 2015 2014
.......................................... RUPEES......cciireireimmna e meeanas

Present value of defined

benefit obligation 3,661,253 3,051,154 2,050,989 1,412,083 776,504
Experience adjustment
on obligation (617,565) 378,046 31,357 487,860 2,828

The future contribution rates of this scheme include allowance for deficit and surplus. Projected unit credit
method, based on the following significant assumptions, is used for valuation:

2018 2017
- Discount rate 10.00% 8.00%
- Expected rate of growth per annum in future salaries 9.00% 7.00%
- Average expected remaining working life time of employees 6 years 5 years

11. CURRENT PORTION OF LONG TERM LIABILITIES
Long term loans 8 100,000,000 100,000,000
Loan from holding company 9 25,000,000 25,000,000

125,000,000 125,000,000

12. SHORT TERM FINANCES

Temporary book overdrafts - unsecured 121 25982 166 89,155,032

121 This represents temporary overdraft due to cheques issued by the Company in excess of balance with
banks.
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2018 2017
13. DUE TO RELATED PARTY Note Rupeas Rupeaeas
Pattoki Sugar Mills Limited 1,154,442 231 1,130,247 361

The Company has obtained unsecured sheort term loan from M/s Pattoki Sugar Mills Limited (PSML) - the holding
company that carries mark-up at the rate of 3 month's KIBOR plus 2% per annum. The effective mark-up rate
charged by PSML during the year ranged from 8.15% to 8.93% (2017 B.04% to 8.14%) per annum.

14. TRADE AND OTHER PAYABLES

Trade creditors 141 180,184,246 247,937,441
Advances from customers 2,169,386 67,206,337
Accrued charges 28,271,372 23,261,631
Workers profit participation fund 14.2 1,609,491 1,442,714
Taxes and duties payable 2,359,634 2,226,034
Sales tax payable 37,498,444 13,345,170
Other payables 26,196,221 4,667,864

278,288,794 360,087,191

14.1 This includes Rs. 2,184,896 (2017: 2,618,421) payable to Imporient Chemicals (Private) Limited (related
party} against purchase of chemical.

14.2 Workers' Profit Participation Fund

Balance at the beginning of the year 1,442,714 166,131
Add: Provision for the year - 1,261,681

Mark up charged during the year 166,778 14,902
Balance at the end of the year 1,609,491 1,442 714

14.3 Interest on Workers' profit (participation) fund has been provided at the rate of 11.56% (2017: 8.97).

15. INTEREST AND MARK-UP ACCRUED

On long term loans 6,329,216 2,793,197
On loan from holding company 147,728,893 47,858,652
154,058,109 50,651,849

16. CONTINGENCIES AND COMMITMENTS
Contingencies

- The LTU-FBR has preferred a reference before Income Tax Appellate (ITAT) for the assessment year 1996 -
1997 against the decision of CIT appeals. The department has also filed petition for leave to appeal before
the honorable Supreme Court of Pakistan for the assessment year 1999 - 2000 and tax year 2006 against
the order in the favour of the company by the honorable High Court of Sindh. In the opinion of the tax
advisor the ultimate appellate decision is likely to be in Company's favour, hence no provision is made in
these accounts as there will be no tax impact of the matter in view of brought forward tax losses.

- The Company has filed reference application before the Honorable High Court of Sindh against the decision
of ITAT in respect of assessment year 2000 -2001, the reference application is pending before the
honorable High Court Sindh. The Company has also filed the appeal before the Commissioner of income
fax appeals against addition made by the assessing officer for the assessment year 2002 - 2003 which is
pending for adjudication.

- In view of the favorable decision of the higher appellate forums on the like issue in prior years the
management is hopeful about favorable outcome in above matters. Hence no provision is made in these
account as there will be no tax impact of the matter in view of brought forward losses.

= The Company has filed an appeal before the Tribunal against the order of Commissioner Inland Revenue
disallowing refund of further tax on the ground that the incidence of the tax has been passed on the
consumers and the Company is not entitled to claim refund in terms of Section 3 (B) of the sales Tax Act,
1990. The management of the Company is of the view that outcome of the suit would be in favour of the
company.
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The company (Baba Farid Sugar Mills Limited - BFSML) has issued a corporate guarantes for Rs. 300
million in favour of Apna Micro Finance Bank Limited. Against the said guarantee the bank agreed o
finance facility to the local sugarcane growers upto an aggregate amount of Rs. 300 million.

17. PROPERTY, PLANT AND EQUIPMENT 2018 2017
Note Rupees Rupees
Operating fixed assets 171 2,378,527,606 2,400,905,749
Capital work in progress 17.5 117,465,019 117,465,019

2,495,992,625 2,518,370,768
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BABA FARID SUGAR MILLS LIMITED

2018 2017
17.5 Capital work In progress Note Rupeas Rupeeas
Building 6,282,560 6,282,560
Plant and machinery 111,182,459 111,182,459
117,465,019 117,465,019
The reconciliation of the carrying amount is as follows:
At beginning of the year 117,465,019 38,177,131
Additions during the year - 79,287,888
At end of the year 117,465,019 117,465,018
18. LONG TERM DEPOSITS
Security deposits - others 587,575 587,575
19. STORES, SPARES AND LOOSE TOOLS
Stores 19,068,626 16,890,160
Spares 24,304,850 20,142,404
Loose tools 247,851 239,177
43,621,327 37,271,741
20. STOCK-IN-TRADE
Work-in-Process
- Sugar 31,895,978 28,648,842
- Molasses 1,970,542 1,790,712
33,866,520 30,439,554
Finished Goods
- Sugar 235171 479,830,642
-V.F Cake 17,630,153 22,764,493
17,865,324 502,595,136
51,731,844 533,034,690
21. TRADE DEBTS
Unsecured and considered good 151,278,030 121,322,598
22. ADVANCES
Unsecured but considered good:
Advances fo cane growers 221 35,048,416 69,991,667
Advances to staff 457,240 729,259
Advance for store purchases 74,247,325 68,950,485
Advance income tax 7,102,633 27,357,752
116,855,614 167,029,163
Unsecured but considered doubtful:
Advances to cane growers 5,000,000 5,000,000
121,855,614 172,029,163
Provision for doubtful advances (5,000,000} (5,000,000)
116,855,614 167,029,163

221 This represents provision of cane seeds, pesticides and fertilizers to cane growers. The balance is
adjustable against supply of sugarcane.
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23.

25.

26.

BABA FARID SUGAR MILLS LIMITED

OTHER RECEIVABLES
Subsidy receivable on exports

CASH AND BANK BALANCES

At banks on
- Current accounts

Cash in hand

SALES - NET
Sugar - Local

Less: Sales tax and federal excise duty

COST OF SALES

Cost of sugarcane consumed

(including procurement and other costs)
Salaries, wages and other benefits
Stores, spares and loose tools consumed
Chemicals consumed

Packing material consumed

Fuel and power

Repair and maintenance

Vehicle running expenses

Depreciation

Other factory overheads

Work in process adjustment

Opening
Closing

Finished goods adjustment
Opening
Closing

Molasses
V.F.Cake

Note

26.1

17.3

2018 2017
Rupees Rupees
105,742,500 105,742,500
105,742,500 105,742 500
2,150,304 418,506
69,889 349,344
2,220,193 767,850
1,439,473,139 2,087,864,727
(128,244,000} (155,715,444)

1,311,229,139

1,.932,149,283

882,081,661 1,820,429,130
53,404,810 60,161,978
2,813,692 13,192,834
5,620,016 12,434,363
6.812,980 11,859,812
17,568,809 18,526,740
19,564,596 8,562,622
1,561,392 1,476,045
74,789,375 78,955,865
229,455 3,283,866
1.064,346,686 2,028,883,255
30,439,554 13,322,874
(33,866,520) {30,439,554)
(3.426,966) {17,116,681)

1,060,819,720

2,011,766,574

502,595,136 367,754,742
(17,865,324) (502,595,136)
484,729,812 (134,840,394)
(69,731,257) (133,032,553)

(860,177) (6,410,256)
(70,591,434) (139,442,809)

1,475,058,008 1,737, 483,371

Salaries,wages and other benefits include employee benefits amounting to Rs. 352,723 (2017: Rs.
26.1 371,471).

27. DISTRIBUTION AND SELLING EXPENSES

Salaries, wages and other benefits 271 841,779 935,336
Stacking, restacking and carriage 1,442,155 2,718,047
Miscellaneous - 570,000
2,283,934 4,223 383
27.1 Salaries, wages and other benefits include staff retirement benefits amounting to Rs. 50,938 (2017: Rs.

15,011)
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28. ADMINISTRATIVE EXPENSES

29.

30.

=

BABA FARID SUGAR MILLS LIMITED

Salaries, wages and other benefits 28.1
Traveling and conveyance

Rent, rates and taxes

Telephone and postage

Printing and stationery

Fee and subscription

Insurance

Repair and maintenance

Vehicle running expenses

Entertainment

Advertisement expenses

Auditors’ remuneration 28.2
Legal and professional charges

Donations 28.3
Depreciation 17.3
Penalty

Miscellaneous

235,637).

28.2 Auditors' remuneration
Annual audit fee
Review of code of corporate govemance
Review of half year financial statements

Cost audit fee

FINANCE COST
Mark - up on:
- long term loan
- loan from holding company
- workers profit participation fund

Commission and bank charges

TAXATION

- Current

- Deferred
(LOSS)/ EARNINGS PER SHARE - BASIC AND DILUTIVE
Net (loss) / profit for the year

Weighted average number of shares outstanding during the year

(Loss) / Eamings per share - basic

31.1 There is no diluted effect on basic eaming per share.
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Note

2018
Rupees

25,771,331
6,150

600
138,215
411,471
1,290,719
2,371,259
46,550
4,027,803
685,781

560,000
569,917
323,160
645,779
5,367,138
168,478

2017
Rupees

26,482,254
28,500
397,811
219,535
484,110
2,133,588
1,935,150
34,882
2,805,138
605,496
97,329
560,000
568,000
444,185
685,914

186,672

42,404,351 37,668,564

28.1 Salaries, wages and other benefits include employee benefits amounting to Rs. 824,003 (2017: Rs.

500,000 500,000
10,000 10,000
50,000 50,000

560,000 560,000

— 9560000 560,000

28.3 The company has not paid donation to any organization in which any director or his spouse has any interest.

24,689,567 2,793,197
144,810,241 123,868,327
166,778 14,902
108,786 878,824
169,775 372 127,555,250
12,012,897 21,662,002
(16,239,322) (27,243,482)
(4,226,425) {5,581,390)
(374,066,191) 29,538,423

(Number of shares) (Number of shares)

9,450,000 9,450,000
Rupees Rupees
(39.58) 3.13




32,

33.

34,

BABA FARID SUGAR MILLS LIMITED

CASH GENERATED FROM / (USED IN) OPERATIONS
Note

(Loss) / profit before taxation

Adjustment for non cash charges and other items:
Depreciation on property, plant and equipment

Finance costs

Provision for workers profit participation fund

Provision for gratuity

Working capital changes 321

32.1 Working capital changes
(Increase) / decrease in current assets

Stores, spares and loose tools
Stock-in-trade

Trade debts

Advances

Trade deposits and short term prepayments
Other receivables

Increase / (decrease) in current liahilities
Trade and other payables

CASH AND CASH EQUIVALENTS

Short term finances 12
Cash and bank balances 24

(81,965,174)

2018 2017
Rupees Rupees
(378,292,616) 23,957,034

75,435,154 79,641,879

169,775,372 127,555,250
- 1,261,681
1,227,664 622,119
392,951,084 (280,849,879
639,389,274 (71,768,950)
261,096,658 {47 811,916)
(6,349,586) 8,338,046
481,302,846 {151,957,075)
(29,955,432) (12,432,016)
29,918,430 (24,124,318)

20,632,000

{121,306,516)

392,951,084 (280,849,879)
(25,982,166) (89,155,032)
2,220,193 767,850

REMUNERATION TO THE CHIEF EXECUTIVE, DIRECTORS AND EXECUTIVES

{23,761,973) {88,387,182)

34.1 The aggregate amount charged in the financial statements for the year against remuneration, including
certain benefits, to the full time working directors and executives of the Company is as follows:

Managerial
remuneration

Chlef Executive
2018 -
2017 -

Directors
2018 -
2017 -

Executives
2018 -
2017 5,156,258

Allowances,
utilities etc

2,577,742

Number of
persons

342 The chief executive and the directors of the company have waived their right to receive meeting fee.
Additionally, executives are provided with free use of cellular phone and company maintained car.
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35.

36.

37.

38.

39,

BABA FARID SUGAR MILLS LIMITED

TRANSACTION WITH RELATED PARTIES

Related parties include associated companies, directors of the Company, companies where directors also hold
directorship, related group companies, key management personnel and staff retirement funds. All iransactions
involving related parties arising in the normal course of business are conducted at commercial terms and
conditions, and at prices agreed based on inter company prices using admissible valuation modes.

Detail of transactions with related parties is as follows:

Name of related party Nature of relationship Basis of Nature of 2018
relationship transaction Amount (Rupees)
Imporient Chemicals (Pvt) Associate Common Purchase of 13.316.475
Limited directorship chemical e
Pattoki Sugar Mills Limited Associate Holding Loan including 124,065,111
company markup
Name of related party Nature of relationship Basis of Nature of 2017
relationship transactlon Amount (Rupees)
Imporient Chemicals (Pvt) Associate Commeon Purchase of 13,796,503
Limited directorship chemical
Pattoki Sugar Mills Limited Associate Holding Loan including 71,838,610
company markup

35.1 Purchase of chemical are based on commercial terms and at market prices which are approved by the

Board of Directors.
CAPACITY AND PRODUCTION [ 2018 | 2017 |
Days M.Tonnes Days M.Tonnes
Crushing capacity 160 480,000 160 480,000
Sugarcane crushed a3 208,594 128 393,035
Sugar production - 18,262 - 35,497

The Capacity is under utilized due to frequent plant breakdowns.
OPERATING SEGMENTS
These financial statements have been prepared on the basis of single reportable segments.
37.1 Sugar Sales represents 94.89% (2017: 93%) of the total sales of the company.
37.2 Company’s sales relate to the customers in Pakistan.
37.3 All non - current assets of the company as at September 30, 2018 are located in Pakistan.

CORRESPONDING FIGURES

Comresponding figures have been rearranged / regrouped wherever necessary for the purpose of better
comparison.

General
In addition to restatements discussed in note 5, the following re-arrangements / reclassifications have been made in
these financial statements for better presentation:

2017
Nature From To Amount
(Rupees)
Unclaimed dividends Trade and other payables Unclaimed dividends 255,930

(Note 13) (face of the statement
of financial position})
of financial position)
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BABA FARID S R MILLS LIMITED

" agn

) FINANCIAL INSTRUMENTS

40.1 Financlal risk factors
The Company's activities expose it fo a variety of financial risks, market risk (including currency risk, other
price risk and Interest rate risk), credlt risk and liquidity risk. The Company's overall risk management
programme focuses on the unpredictability of financial markets and seeks to minimize potential adverse
effects on the financial performance.

The Board of Directors has overall responsibllity for the iment and Ight of the Company’s
risk management framework. The Board is also responsible for developing and menitoring the Company’s
risk management policies.

{a) Market risk

(i) Currency risk
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. Currency risk arises mainly from future commercial

ions or receivables and payables that exist due to transactions in foreign cumrencies. However,
the Company Is not exposed to forelgn currency risk on assets and liabllities as It does not have forelgn
debtors or creditors.

{ily Other price risk
Other price risk represents the risk that the falr value or future cash flows of a financlal instrument will
fluctuate because of changes in market prices (other than those arising from interest rate risk or currency
risk}. Other price sk arses from the Company's Investment in ordinary shares of listed companles. To
manage its price risk arising from aforesaid investments, the Company diversifies its porifolio and
continuously monitors developments in equity markets. In addition the Invesiment Committee actively
monitors the key factors that affect stock price movement.

{lii} Interest rate risk
Interest rate risk represents the risk that the fair value or future cash flows of a financlal instrument will
fluctuate because of changes in market interast rates. Bormowings obtained at variable rates expose the
Company to cash flow interest rate risk.

Al the balance sheet date, the interest rate profile of the Company's interest bearing financial instruments

was:
Floating rate instruments 2018 2017
Financlal liabliitles Rupees Rupees
Long term loans 200,000,000 300,000,000
Loan from holding company 525,000,000 525,000,000
Due to related party 1,154,442,231 1,130,247,361
Short term finances 25,982,166 89,155,032

1,905,424,397 2,044,402,393

Fair value sensitivity analysis for fixed rate instruments

The Company doas not account for any fixed rate financial assets and liabilities at fair value through profit
or loss. Therefore, a changa in interest rate at the balance sheet date would not affect profit or loss of the
Company.

(b) Creditrisk

Cradit risk represents the risk that one party to a financial instrument will cause a financial loss for the
other party by failing to discharge an obligation. Company’s credit risk is primarily attributable to its trade
debts and its balances at banks. The camrying amount of financial assets represents the maximum cradit
axposure. The maximum exposure to credit risk at the reporting date was as follows:

Long term deposits B87,575 587,575
Trade debts 151,278,030 121,322,598
Advances 116,855,614 167,029,163
Bank balances 2,150,304 418,506

270,871,523 289,357,842
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BABA FARID S R MILLS LIMITED

The aging of trade recelvable at the reporting date Is as under:

2018 2017
Rupees Rupees
Not past due
Past due 0 - 180 days 125,560,763 103,124,208
Past due 181 - 385 days 25,717,267 18,198,380

151,278,030 121,322,698

The credit quality of cash and bank balances that are neither past due nor impaired can be assessed by
reference to external credit ratings (if available) or to historical information about counterparty default rate:

Rating
m Long | Rating agency
i LRI

Bank Al-Habib Ltd. Al+ AA+ PACRA 21,362 -
United Bank Ltd. A1+ AAA JCR-VIS 335,164 20,181
MCB Bank Ltd. Al+ AAA PACRA 125,473 10,290
National Bank of Pakistan Al+ AAA PACRA 79,736 79,736
Habib Bank Ltd. A1+ AAA JCR-VIS 153,967 140,982
Habib Metropolitan Bank Ltd A1+ AA+ PACRA 763 763
Summit Bank Lid. A A- JCR-VIS 635 333
Bank Al Falah Ltd Al+ AA PACRA 381,131 2,955
J§ bank Al+ AA- PACRA 35,342 82,693
Bank Of Punjab Al+ AA PACRA 10,580 10,580
Askrl Bank Al+ AA+ PACRA 975,040 8,410
Apna Microfinance Bank Ltd. A3 BBB+ PACRA 27,443 27,443
Meezan Bank Ltd. A1+ AA JCR-VIS 3,668 34,140

2,150,304 418,506

(¢) Ligquidity risk
Liguidity risk Is the risk that an entity will encounter difficulty in meeting obligations assoclated with

The Company manages liquidity risk by maintaining sufficient cash and bank balances and the availability
of funding through an adequate amount of committed credit facilities. At Seplamber 30, 2018, the
Company had borrowing limits available from financial institutions.

The following are the confractual maturities of financial liabilities as at September 30, 2018:

Carrying Less than Less than
amount one year one year
Long term loan 200,000,000 100,000,000 100,000,000
Loan from hoiding company 525,000,000 25,000,000 500,000,000
Short term finances 25,982 166 25,982,166 2
Due to related party 1,154,442,231 1,154,442,231 -
Trade and ather payables 278,544,724 278,544,724 -
Interest and mark-up accrued 154,058,109 154,058,109 =
2,338,027,230 1,738,027,230 500,000,000
The following are the contractual maturities of financial liabiliies as at Septernber 30, 2017:
Long term loans 300,000,000 100,000,000 200,000,000
Loan from holding company 525,000,000 25,000,000 500,000,000
Short term finances 86,155,032 89,155,032 -
Due to related party 1,130,247,361 1,130,247,381 -
Trade and other pavables 360,343,121 360,343,121 -
Interest and mark-up accrued 50,651,849 50,651,849 -
2,465,397 363 1,755,397,363 700,000,000
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BABA FARID S R MILLS LIMITED

40.2 Fair values of financial assets and liabilities

The carrying values of all financial assets and liabilities reflected in the financial statements approximate
their fair values. Fair value is determined on the basis of objective evidence at each reporting date.

40.3 Offsetting financlal assets and financlal llabllitles

There are no significant financlal assets and financial liabllities that are subject to offsetting, enforceable
master netting arrangements and similar agreements.

40.4 Capital risk management

The Company's prime objective when managing capital is to safeguard its ability to continue as a going
concemn so that it can continue to provide returns for shareholders, benefils for other stakeholders and to
maintain a strong capital base to support the sustained development of its business. The Company
manages its capital structure by monitoring return on net assets and makes adjustmenis to it in the light
of changes In economic conditions. In order to maintain or adjust the capital structure, the Company may
adjust the amount of dividend paid to shareholders and / or issue new shares. There was no change to
the Company's approach to capital management during the year and the Company is not subject to
externally Imposed capltal requirements except for the maintenance of debt to equity ratio under the
financing agreements.

The gearing ratio as at September 30, 2018, and September 30, 2017 is as follows:

2018 2017
Rupees Rupeas
Borrowings - notes 8 and 8 725,000,000 825,000,000
Less: Cash and cash equivalents - note 33 (23,761,873) (88,387,182}
Net debt 748,761,973 913,387,182
Total equity (includes surplus on revaluation on operating fixed 329,765,912 693,678,603
Gearing 69% 57%

In accordance with the terms of agreement with the lenders of iong term finances (as reffered to in note 8
to these financial statements), the Company is required to comply with certain financial covenants in
respect of capital requirements which the Company has compiled with throughout the reporting period.

41. NUMBER OF EMPLOYEES 2018 2017
Number of employees
Number of persons employed as at September 30, 2018 - at mill
- permanent 146 133
- contractual 123 17

Average number of employees during the year- at mill
- permanent 140 137
- contractual 120 120
42. EVENTS AFTER THE BALANCE SHEET DATE

There are no reportable events after balance sheet date.

43. DATE OF AUTHORIZATION FOR ISSUE
These financial statements were authorized for issue on January 04, 2019 by the Beard of Directors of the
Company.
Ma— '
M L e 92“ Y
Chilsf Exacuﬂvu.ﬂﬁl:lr Chief Financlal Officer 6 Dirsctor :
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BABA FARID SUGAR MILLS LIMITED

Form OF Proxy

40" ANNUAL GENERAL MEETING
BABA FARID SUGAR MILLS LIMITED

IWe,

of

being member of Baba Farid Sugar Mills Limited

hereby Folic No. / CDC Participant 1.D No and having number of shares, hereby appoint
Mr. / Mrs. of
who is also a member of the Company having Folio No / CDC Participant I.D No and

number of shares, as my four proxy in my / our absence to attend and vote for me / us and on my / our behalf at
40" Annual General Meeting of the members of the Company to be held at Lahore on Monday, January 28, 2019 at
9:30 A.M. at 42- G, Gulberg lll, Lahore and at any adjournment(s) thereof

Signed this day of 2019

Signature Of Shareholder

Signed in the presence of;

1 Signature; 2 Signature;

Name: Name:

Address: Address:

CNIC/Passport No. CNIC/Passport No.

Eortilemb For Proxy For altemnate
: . or Members Proxy (*
Information Required (Shareholders) y (*}
(if Member) .
Affix
Number of shares held Ravene
Folio No. Stamp
CcDC Participant of
Account No | I.D. Rs. 5/
Account No.

(*) Upon failing of appointment Proxy



IF UNDELIVERED PLEASE RETURN TO
BABA FARID SUGAER MILLS LIMITED

Suite-T-09, 3rd Floor, Hafeez Center,

75-E/1, Main Boulevard,

Gulberg lll, Lahore.
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