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BABA FARID SUGAR MILLS LIMITED

Directors’ Review

The Directors of your Company are pleased to present the Un-Audited Accounts of the Company for the Half Year
Ended 31 March 2020 in compliance with the section 237 of the Companies Act, 2017.

INDUSTRY OVERVIEW

The crop size during the period under review was approximately 25% less and yield per acre being reported by the
growers was also considerably lower. However, sucrose contents were better than last crushing season.

For current crushing season 2019-20, notified support price of sugarcane in Punjab was Rs. 190/ per 40 kg.
PERFORMANCE OF THE COMPANY

The Company was able to crush 290,029.359 M. Tons sugarcane and produced 25,159 M. Tons of white refined
sugar at an average recovery of 8.700% during the half year ended 31st March 2020 as compared to corresponding
period of 31st March 2019 sugarcane crushing of 26,976.308 M. Tons and production of 1,935.600 M. Tons white
refined sugar at an average recovery of 5.584%. The improvement in Company’s sugar production is mainly due to
the efficiency and experience of new management to run the mills.

FINANCIAL HIGHLIGHTS

Net sales were recorded at Rs. 113.388 million during the current period as compared to Rs. 51.115 million during
the corresponding period of last year. Company suffered pretax loss of Rs. (121.013) million during the period under
review as compared to pretax loss of Rs. (380.828) million in the corresponding period of last year. The decline in
Company's losses were attributed to its ability to run the plant at optimum capacity level.

31 March
Description 2020 2019
Rupees in Millions
Sales-Net 113.388 51.115
Gross Profit / (Loss) 0.439 (211.471)
Net Profit / (Loss) before Taxation (121.013) (380.828)
Net Profit / (Loss) after Taxation (117.251) (421.379)
Earnings / (Loss) Per Share (12.41) (44.59)
Gross Profit / (Loss) Ratio 0.004 (4.137)
P/E Ratio (3.603) (1.099)
Market Price Per Share 4471 49.00

As the plant was not maintained as per industry norms at the time of acquisition therefore it needed major repairs
to make it fully operational for current year crushing season. All out efforts are being made to remove bottlenecks,
utilize optimum capacity and eventually to increase the production and profitability of the company through process
efficiency, installing equipment based on modern and latest technology, reducing production cost by ensuring close
supervision, developing good quality cane, by providing the latest improved seed varieties, fertilizers, pesticides etc.
and facilitating the cane growers regularly, which ultimately will result in higher sugar recovery and also financial
benefit to the cane growers.

RESEARCH AND DEVELOPMENT
Agricultural R&D is an integral part of the Group’s policy which entails identification and multiplication of promising
new sugarcane varieties and their subsequent commercial sowing through progressive growers with best agricultural

practices. This not only increases per acre yield of sugar cane but also enhances growers earning and creates
more enthusiasm for sowing sugarcane compared to competing crops. It also increases the sugarcane supply to the

Half Yearly Report 2020 | 3



Company and boosts overall sugar recovery, directly improving the bottom line of the Company.

Based on the above fact, your management has decided to provide new improved varieties of sugarcane seed with
high yield/recovery and disease/frost resistance along with fertilizers and pesticides to cane growers on markup free
credit basis for Spring sowing 2020, as well as free of cost timely services of biological laboratory at their door step
so that sugarcane procurement for the next crushing season may not suffer.

FUTURE OUTLOOK AND GOING CONCERN ASSUMPTION

The new sponsors have a reputed profile in the industry and not only have managed operations of existing mills but
also expanded sugar extraction from sugar beet in KP province. Furthermore, the group is engaged in business of
sugar, beverage, steel, power and textile, hence have rich relevant experience. Naubahar Bottling Company (Private)
Limited consumes a considerable portion of total sugar produced in group and this demand is expected to increase
every year.

The acquisition allows the new management to better meet increasing demand of quality sugar which will bring
further strength, experience and efficiency to the Company. Specifically, the acquisition has the potential to facilitate
expansion and efficient growth of business, strengthen the management and finances and improve financial planning;
thereby facilitating business to be carried on more advantageously and economically with enhanced profitability. It is
expected to yield better returns to the shareholders and additional benefits for other stakeholders. It is expected that
the Company shall become financially more viable in comparison to its current status.

The Company will have better managerial planning. Consequently, shall be able to pass on parts of the expected
benefits to the other stakeholders such as the Government, employees, general body of consumers and the society
at large. The new Directors are much more experienced and have a large professional management team to revive
sugar mills operations and explore new markets. The new management is quite confident that it will be able to expand
the Company’s business and operate more efficiently and will be able to convert into a profitably run organization in
long term.

These financial statements have been prepared on a going concern basis based on the sponsors’ commitment to
provide financial and operational support to the Company. The management has no doubts about the Company’s
ability to continue as a going concern.

CORPORATE GOVERNANCE

Best Corporate Practices

Directors are committed to good corporate governance and comply with the requirements of the Listed Companies

(Code of Corporate Governance) Regulations, 2017 and the Rule Book of Pakistan Stock Exchange. The statement of
compliance with the CCG is enclosed. The composition of the Board of Directors (the Board”) is as follows:

Category Names
Independent Director Mr. Farid-ud-Din Ahmad

Mr. Malik Manzoor Hussain Humayoon
Executive Directors Mr. Adnan Ahmed Khan (CEOQ)

Mr. Muhammad Shamim Khan
Non-Executive Director Mrs. Qaiser Shamim Khan

Mr. Nauman Ahmed Khan

Mrs. Sarah Hajra Khan
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BABA FARID SUGAR MILLS LIMITED

The Board has formed committees comprising of members given below:

AUDIT COMMITTEE

i) Mrs. Sarah Hajra Khan;
i) Mr. Farid-ud-Din Ahmad (Chairman of the Audit Committee); and
i)y~ Mr. Malik Manzoor Hussain Humayoon

HR AND REMUNERATION COMMITTEE

i) Mr. Adnan Ahmed Khan;

i) Mr. Farid-ud-Din Ahmad (Chairman of the HRR Committee); and
i)y Mr. Malik Manzoor Hussain Humayoon.

NOMINATION COMMITTEE

i) Mr. Farid-ud-Din Ahmad
ii)  Mr. Malik Manzoor Hussain Humayoon. (Chairman)

RISK MANAGEMENT COMMITTEE

i) Mr. Farid-ud-Din Ahmad
ii)  Mr. Malik Manzoor Hussain Humayoon. (Chairman)

HOLDING COMPANY
Naubahar Bottling Company (Pvt.) Limited is the holding company with the 50.8621% Ordinary Shares.
ACKNOWLEDGEMENT

The Directors would like to express their appreciation for the dedication and hard work of the workers, staff and
members of the management team. Growers are the key element of our industry and we thank them for their
continued co-operation. The Directors of the Company are also thankful to the banks and financial institutions for the
financial assistance and co-operation, which they have extended to the Company.

For and on behalf of the Board
Baba Farid Sugar Mills Limited

A7 O

Adnan Ahmed Khan Mrs. Qaiser Shamim Khan
Chief Executive Chairperson

Lahore, 21 May 2020
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BABA FARID SUGAR MILLS LIMITED [¢¢

Independent Auditors’ Review Report to the Members of Baba Farid Sugar
Mills Limited

Report on review of interim financial statements
Introduction

We have reviewed the accompanying condensed interim statement of financial position of BABA FARID SUGAR
MILLS LIMITED (the “Company”) as at March 31, 2020 and the related condensed interim statement of profit or
loss, condensed interim statement of comprehensive income, condensed interim statement of changes in equity and
condensed interim statement of cash flow, and notes to the condensed interim financial statements for the six-month
period then ended (here-in-after referred to as the “interim financial statements”). Management is responsible for
the preparation and presentation of these interim financial statements in accordance with accounting and reporting
standards as applicable in Pakistan for interim financial reporting. Our responsibility is to express a conclusion on
these financial statements based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410, “Review of
Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of interim financial
statements consists of making inquiries, primarily of persons responsible for financial and accounting matters, and
applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be identified in an audit. Accordingly, we do not express
an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim
financial statements is not prepared, in all material respects, in accordance with accounting and reporting standards
as applicable in Pakistan for interim financial reporting.

The figures for the quarters ended March 31, 2020 and March 31, 2019 in the condensed interim statement of profit
or loss and condensed interim statement of comprehensive income have not been reviewed and we do not express
a conclusion on them.

Emphasis of matters paragraph - Material uncertainty relating to Going Concern

We draw attention to Note 1.5 to the condensed interim financial statements, which indicates that the Company
incurred a net loss of Rs. 117.251 million during the period ended March 31, 2020 and, as of that date, the Company's
current liabilities exceeded its current assets by Rs. 366.840 million. The accumulated losses have exceeded the
issued, subscribed and paid up capital by Rs. 2,418.688 million as at March 31, 2020 and accumulated losses as
of that date amounted to Rs. 2,513.188 million. These conditions, along with other matters as set forth in Note 1.5,
indicate the existence of a material uncertainty which may cast doubt about the Company’s ability to continue as
a going concern. However, these financial statements have been prepared on a going concern basis based on the
sponsors’ commitment to provide financial support to the Company.

Considering the mitigating factors mentioned in the note 1.5, these condensed interim financial statements have been
prepared on going concern basis. Our conclusion is not modified in respect of this matter.

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

ﬁ/ﬁ-\, Ermakinr G
LAHORE BDO EBRAHIM & CO.
Dated: 21 May 2020 CHARTERED ACCOUNTANTS
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)] BABA FARID SUGAR MILLS LIMITED

Condensed Interim Statement of Financial Position (un-auditeq)

As at March 31, 2020

(Un-Audited) (Audited)
March 31, September 30,
Note 2020 2019
.......... (Rupees) ..........
ASSETS
NON CURRENT ASSETS
Property, plant and equipment
Operating fixed assets 8 2,806,072,938 2,815,822,997
Capital work in progress 9 6,282,560 7,170,132
2,812,355,498 2,822,993,129
Long term deposits 10 174,500 -
2,812,529,998 2,822,993,129
CURRENT ASSETS
Stores, spares and loose tools " 51,720,790 49,585,594
Stock in trade 12 1,755,014,810 -
Trade debts 13 78,782,058 77,491,042
Loans and advances 14 47,150,271 15,136,357
Short term prepayments 174,750 584,822
Other receivables 15 142,719,484 127,260,380
Taxation -net 3,714,290 -
Cash and bank balances 16 143,232,322 26,379,048
2,222,508,775 296,437,243
TOTAL ASSETS 5,035,038,773 3,119,430,372
EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES
Authorized share capital 171 700,000,000 700,000,000
Issued, subscribed and paid up capital 11.2 94,500,000 94,500,000
Reserves
Revenue reserves - accumulated (loss) (2,513,187,626) (2,418,741,317)
Directors’ loans 18 1,469,500,000 1,211,500,000
Surplus on revaluation of fixed assets 1,956,067,173 1,978,871,445
1,006,879,547 866,130,128
NON CURRENT LIABILITIES
Loan from holding company 20 1,055,960,400 965,960,400
Lease liabilities 21 1,199,804 -
Deferred liabilities 381,650,597 386,897,450
1,438,810,801 1,352,857,850
CURRENT LIABILITIES
Trade and other payables 22 880,346,991 609,544,364
Unclaimed dividend 255,930 255,930
Due to ex - holding company 23 194,825,904 104,066,694
Short term borrowing 24 1,348,868,717 -
Mark-up accrued 164,505,687 86,562,191
Taxation -net - 13,215
Current portion of long term liabilities 545,196 100,000,000
2,589,348,425 900,442,394
CONTINGENCIES AND COMMITMENTS 25
TOTAL EQUITY AND LIABILITIES 5,035,038,773 3,119,430,372

The annexed notes from 1 to 38 form an integral part of these condensed interim financial statements.

\\-‘.\-
Chief Executuive ~ Director Chief Fil:ancial Officer
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BABA FARID SUGAR MILLS LIMITED

Condensed Interim Statement of Profit or Loss (un-Audited)
For the Half Year Ended March 31, 2020

Half year Ended Quarter Ended
March 31, March 31,
Note 2020 2019 2020 2019
....... (Rupees) ....... ... (RUpees) .......
Sales - net 26 113,388,026 51,114,836 112,181,866 27,111,370
Cost of sales 27 (112,948,646) (262,585,779) (72,854,689) (143,082,951)
Gross profit / (loss) 439,380 (211,470,943) 39,327,177 (115,971,581)
Selling and distribution expenses (5,345,360) (467,645) (4,379,192) (292,144)
General and administrative expenses (30,598,303) (66,742,985) (17,314,496) (56,826,456)
Other operating income 7,706,940 4,462,846 4,431,050 -
(28,236,723) (62,747,784) (17,262,638) (57,118,600)
Operating loss (27,797,343) (274,218,727) 22,064,539 (173,090,181)
Financial charges (93,215,986) (106,609,259) (57,920,187) (56,378,472)
Loss before taxation (121,013,329) (380,827,986) (35,855,648) (229,468,653)
Taxation 28 3,762,748 (40,550,529) 3,780,842 (56,638,475)
Loss after taxation (117,250,581) (421,378,515) (32,074,806) (286,107,128)
Loss per share - basic and
diluted (Rupees) 29 (12.41) (44.59) (3.39) (30.28)

The annexed notes from 1 to 38 form an integral part of these condensed interim financial statements.

ﬂ/ %7 by PO L8

— AR
Chief Executuive ~= Director Chief Fin‘ancial Officer
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BABA FARID SUGAR MILLS LIMITED

Condensed Interim Statement of Comprehensive Income (un-Audited)
For the Half Year Ended March 31, 2020

Half year Ended Quarter Ended
March 31, March 31,
2020 2019 2020 2019
....... (Rupees) ....... ..enr (RUpees) .......
Loss for the period (117,250,581) (421,378,515) (32,074,806) (286,107,128)
Other comprehensive income for the period - - -
Total comprehensive loss for the period (117,250,581) (421,378,515) (32,074,806) (286,107,128)

The annexed notes from 1 to 38 form an integral part of these condensed interim financial statements.

%%7 Hacswrros ) kb

—— \\,"\\L-
Chief Executuive ~ Director Chief Financial Officer
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BABA FARID SUGAR MILLS LIMITED [

Condensed Interim Statement of Cash Flows (un-audited)
For the Half Year Ended March 31, 2020

(Un-Audited) (Un-Audited)
March 31, March 31,
2020 2019
.......... (Rupees) ..........
CASH FLOW FROM OPERATING ACTIVITIES
Loss before taxation (121,013,329) (380,827,986)
Adjustments for items not involving movement of funds:
Depreciation 46,486,081 36,592,825
Provision for gratuity 216,715 81,427
Gain on sale of fixed assets - (3,003,422)
Creditors written back (1,459,424)
Provision for doubtful receivables - 48,091,156
Financial charges 93,215,986 106,609,259
Net cash flow before working capital changes 18,905,453 (193,916,165)

(Increase) / decrease in current assets

Stores and spares (2,135,196) 1,585,374

Stock in trade (1,755,014,810) (22,597,480)

Trade debts (1,291,016) 137,878,351

Loans and advances (32,013,914) 68,863,210

Short term prepayments 410,072 (4,000,000)

Other receivable (15,459,104) -

(1,805,503,968) 181,729,455

Increase / (decrease) in current liabilities

Trade and other payables 270,681,998 (57,056,190)
Cash (used in) / generated from operations (1,515,916,517) (69,242,900)

Income taxes paid (5,428,325) (12,012,897)

Financial charges paid (15,272,490) (217,070,542)
Net cash used in operating activities (1,536,617,332) (298,326,339)
CASH FLOW FROM INVESTING ACTIVITIES

Additions to operating fixed assets (35,044,893) (217,036)

Additions to capital work in progress 887,572 (50,779,396)

Proceeds from sale of operating fixed assets - 3,066,000
Net cash used in investing activities (34,157,321) (47,930,432)
CASH FLOW FROM FINANCING ACTIVITIES

Repayment of long term financing (100,000,000) (100,000,000)

Due to ex holding company - net 90,759,210 (2,103,534,672)

Loan from holding company - net 90,000,000 -

Director contribution 258,000,000 -

Short term borrowings-net 1,348,868,717 2,585,242,852
Net cash generated from financing activities 1,687,627,927 381,708,180
Net increase in cash and cash equivalents 116,853,274 35,451,409
Cash and cash equivalents at the beginning of the period 26,379,048 (23,761,973)
Cash and cash equivalents at the end of the period 143,232,322 11,689,436
The annexed notes from 1 to 38 form an integral part of these condensed interim financial statements.

A7 Hawrorre Ko A
Chief Executuive ~ Director Chief Financial Officer
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BABA FARID AR MILLS LIMITED

Condensed Interim Statement of Changes in Equity (un-udited)
For the Half Year Ended March 31, 2020

Issued, Surplus on
subscribed P , Accumulated
. revaluation of | Directors’ loan Total
and paid-up loss
. fixed assets
capital
( Rupees)

Balance as at October 01, 2018 94,500,000  1,715,902,655 - (1,773,303,026) 37,099,629
Transfer from surplus on revaluation of property,
plant and equipment - net of deferred tax - (18,855,280) - 18,855,280 -
Total comprehensive loss for the period - - - (421,378,515) (421,378,515)
Balance as at March 31, 2019 94,500,000  1,697,047,375 - (2175,826,261)  (384,278,886)
Transfer from surplus on revaluation of property,
plant and equipment - net of deferred tax - (18,331,522) - 18,331,522 -
Surplus on revaluation of fixed assets - 300,155,592 - - 300,155,592
Total comprehensive loss for the period - - - (261,246,578) (261,246,578)
Directors contributions/loan - - 1,211,500,000 - 1,211,500,000
Balance as at September 30, 2019 94,500,000 1,978,871,445  1,211,500,000  (2,418,741,317) 866,130,128
Transfer from surplus on revaluation of property,
plant and equipment - net of deferred tax - (22,804,272) - 22,804,272 -
Directors contributions/loan - - 258,000,000 - 258,000,000
Total comprehensive loss for the period - - - (117,250,581) (117,250,581)
Balance as at March 31, 2020 94,500,000 1,956,067,173  1,469,500,000  (2,513,187,626)  1,006,879,547
The annexed notes from 1 to 38 form an integral part of these condensed interim financial statements.

L8 s -
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4 . e A il .
Chief Executuive Director Chief Financial Officer
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Notes to the Condensed Interim Financial Statements (un-audited)
For the Half Year Ended March 31, 2020

1.

1.1

1.2

1.3

1.4

1.5

LEGAL STATUS AND NATURE OF BUSINESS

Baba Farid Sugar Mills Limited (“the Company”) was incorporated in 1978 under the Companies Act 1913 (now
Companies Act, 2017) as a Public Limited Company and its shares are quoted at Pakistan Stock Exchange. It is
principally engaged in the manufacturing and sale of sugar including its by-products i.e. molasses and V.Filter
cake.

4,806,468 (2018: Nil) ordinary shares of the Company which represent 50.862% (2018: Nil) of the issued,
subscribed and paid up share capital of the Company are held by Naubahar Bottling Company (Private) Limited
which is incorporated / registered in Pakistan under Pakistani laws. The registered address of the Holding
Company is 38-40 Grand Trunk Road, Small Industrial Estate Model Town, Gujranwala, Punjab. The Holding
Company is engaged in the manufacturing and distribution of Pepsi Cola soft drinks in Pakistan. The Chief
Executive of the Holding Company is Mr. Muhammad Shamim Khan.

As at September 30, 2018 M/s Pattoki Sugar Mills Limited (the Ex-holding Company) holds 7,696,072 (81.44%)
shares of the Company. During the previous period, the shares has been acquired by the Naubahar Bottling
Company (Private) Limited (Holding Company) and other shareholders. M/s Pattoki Sugar Mills Limited has
been mentioned in these financial statements as “Ex - holding Company”.

Acquisition of the Company

Naubahar Bottling Company (Private) Limited and others (the Acquirers/Sponsors/related parties) have
purchased shares from Pattoki Sugar Mills Limited and others (collectively, the “Sponsor Sellers”) during the
previous period. The transaction has been completed during the previous period except some settlement of
dues and vacation of charge on assets and guarantees.

Going concern assumption

The Company incurred a net loss of Rs. 117.251 million during the period ended March 31, 2020 and, as of that
date, the Company’s current liabilities exceeded its current assets by Rs. 366.840 million. The accumulated
losses have exceeded the issued, subscribed and paid up capital by Rs. 2,418.688 million as at March 31,
2020 and accumulated losses as of that date amounted to Rs. 2,513.188 million. These conditions indicate
the existence of a material uncertainty which may cast doubt about the Company’s ability to continue as a
going concern. However, these financial statements have been prepared on a going concern basis based on the
profitable future projections and sponsor’s commitment to provide financial support to the Company.

As mentioned in note 1.4 to the condensed interim financial statements the acquisition will further bring
strength, experience and efficiency to the Company. Specifically, the acquisition has the potential to:
facilitate expansion and efficient growth of business; strengthen the management and finances; and improve
financial planning; thereby facilitating business to be carried on more advantageously and economically with
enhanced profitability. It is expected to yield better returns to the shareholders and additional benefits for
other stakeholders. It is expected that the Company shall become more financially viable in comparison to
its current status. It is also expected that the Acquirers will have better managerial planning. Consequently,
the Acquirers may be able to pass on parts of the expected benefits to the other stakeholders such as the
Government, employees, general body of consumers and the society at large. The Sponsors have appointed an
experienced Board of Directors and professional management team to revive sugar mills operations and explore
new markets. The Sponsors are confident that it will be able to expand the Company’s business and operate
more efficiently and profitably.

Considering these mitigating factors, these condensed interim financial statements have been prepared on
going concern basis.
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2.  GEOGRAPHICAL LOCATION AND ADDRESSES OF BUSINESS UNITS

The registered office of the Company is situated at 2-D/1, Gulberg Ill, Lahore. The manufacturing facility of the
Company is located at 5 KM Faisalabad Road, district Okara, Punjab.

3.  BASIS OF PREPARATION
3.1 Statement of compliance

These condensed interim financial statements have been prepared in accordance with the accounting and
reporting standards as applicable in Pakistan for interim financial reporting. The accounting and reporting
standards as applicable in Pakistan for interim financial reporting comprise of :

International Accounting Standard (IAS) 34, Interim Financial Reporting, issued by the International Accounting
Standards Board ( IASB ) as notified under the Companies Act, 2017;.

Islamic Financial Accounting Standards (IFAS) issued by the Institute of Chartered Accountants of Pakistan as
notified under the Companies Act, 2017; and

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

Where provisions of and directives issued under the Companies Act, 2017 differ with the requirements of IAS
34, the provisions of and directives issued under the Companies Act, 2017 have been followed.

These condensed interim financial statements are unaudited but subject to the limited scope review by the
auditors and is being submitted to the shareholders as required under section 237 of the Companies Act, 2017
and the listing regulations of the Pakistan Stock Exchange.

These condensed interim financial statements do not include all the information and disclosures required for
full annual financial statements and should be read in conjunction with the annual financial statements of the
Company as at and for the year ended September 30, 2019 which have been prepared in accordance with
approved accounting and reporting standards as applicable in Pakistan.

The comparative balance sheet presented in these condensed interim financial statements have been extracted
from the annual audited financial statements of the Company for the year ended September 30, 2019, whereas
the comparative condensed interim statement of profit or loss, condensed interim statement of comprehensive
income, condensed interim statement of cash flows and condensed interim statement of changes in equity are
extracted from the unaudited condensed interim financial statements for the half year ended March 31, 2019.

3.2 Basis of measurement
These condensed interim financial statements have been prepared under the historical cost convention, except
for the recognition of certain staff retirement benefits at present value and certain operating fixed assets at

revalued amounts.

These condensed interim financial statements have been prepared following accrual basis of accounting except
for cash flow statement.

3.3 Functional and presentation currency

These condensed interim financial statements have been presented in Pak Rupees, which is the functional and
presentation currency of the Company.
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4.1

4.2

4.3

4.4

SIGNIFICANT ACCOUNTING POLICIES AND CHANGES THERE IN

The accounting policies adopted and methods of computation followed in the preparation of these condensed
interim financial statements are same as those for the preceding annual financial statements for the year ended
September 30, 2019 except as explained in note 4.4 of these condensed interim financial statements.

The Company has adopted all the new standards and amendments to standards, including any consequential
amendments to other standards which are applicable for the financial year beginning on October 1, 2019. The
adoption of these new and amended standards did not have material impact on the Company’s condensed
interim financial statements, except as disclosed in note 4.4. ‘There are certain standards, interpretations
and amendments to approved accounting standards which have been published and are mandatory for the
Company’s accounting period beginning on or after October 01, 2019. These standards, interpretations and
amendments are either not relevant to the Company’s operations or are not expected to have a significant
effect on this condensed interim financial statements.

Except as described below, the accounting policies applied in this condensed interim financial statements are
the same as those applied in the preparation of the annual financial statements of the Company for the year
ended September 30, 2019.

IFRS 16 - Leases

IFRS 16 ‘Leases’ was issued on January 01, 2016. This standard is adopted locally by the Securities and
Exchange Commission of Pakistan and is effective for accounting periods beginning on or after January 1,
2019. IFRS 16 replaced IAS 17 ‘Leases’, IFRIC 4 ‘Determining whether an Arrangement contains a Lease’ The
Company applied IFRS 16 with a date of initial application of October 01, 2019.

Transition method and practical expedients utilized

The Company applied IFRS 16 using the modified retrospective approach, with recognition of transitional
adjustments on the date of initial application (October 01, 2019), without restatement of comparative figures.

The Company used the following practical expedients when applying IFRS 16 to leases previously classified as
operating leases under IAS 17.

- applied a single discount rate to a portfolio of leases with similar characteristics.

- applied the exemption not to recognise right-of-use assets and liabilities for leases with less than 12

months of lease term.

- used hindsight when determining the lease term if the contract contains options to extend or terminate

the lease.

At inception of a contract, the Company assesses whether a contract is, or contains, a lease based on whether
the contract conveys the right to control the use of an identified asset for a period of time in exchange for a
consideration.

On adoption of IFRS 16, the Company recognised a right-of-use asset and lease liability at the commencement
date. The right-of-use asset is initially measured at cost, which comprises the initial amount of lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direct cost incurred
and an estimate of cost to dismantle and remove the underlying asset or to restore the underlying asset or the
site on which it is located, less any lease incentives received.

Lease liabilities were measured at the present value of the remaining lease payments, discounted using the

interest rate implicit in the lease or, if that rate cannot be readily determined, the Company’s incremental
borrowing rate. The Company used its incremental borrowing rate as the discount rate as at October 01, 2019.
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The right of use asset is subsequently depreciated using straight line method from the date of recognition to
the earlier of the end of useful life of the right of use asset or the end of the lease term. The estimated useful
lives of the right of use assets are determined on the same basis as those of property and equipment. In
addition, the right of use asset is periodically reduced by the impairment losses, if any, and adjusted for certain
remeasurement of the lease liability.

Subsequently, the lease liability is measured at amortised cost using the effective interest method. It is
remeasured when there is a change in future lease payments arising from a change in the rate, if there is a
change in the Company’s estimate of the amount expected to be payable under a residual value guarantee, or
if the Company changes its assessment of whether it will exercise a purchase, extension or termination option.
When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount
of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been
reduced to zero.

There is no material impact of transition to IFRS 16 on the financial position of the Company and there is no
effect on the accounting policies of the Company in respect of leases.

5.  SEASONALITY OF OPERATIONS

Due to seasonal nature of sugar business, operating results of the Company are expected to fluctuate in the
second half of the year. The sugarcane crushing season normally starts from November and lasts till April each
year.

6.  TAXATION

The provisions for taxation for the half year and quarter ended March 31, 2020, have been made using the
estimated effective tax rate applicable to expected total annual earnings. The applicable income tax rate is 29%
for the Tax Year 2020 as stipulated through Finance Act 2019.

1.  ESTIMATES

The preparation of these condensed interim financial statements in conformity with the approved accounting
standards requires the use of certain critical accounting estimates. It also requires the management to exercise
its judgment in the process of applying the Company’s accounting policies. Estimates and judgments are
continually evaluated and are based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

During preparation of these condensed interim financial statements, the significant judgments made by the
management in applying the Company’s accounting policies and the key sources of estimation and uncertainty
were the same as those that applied in the preceding audited annual published financial statements of the

Company for the year ended September 30, 2019.
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(Un-Audited) (Audited)
March 31, September 30,
Note 2020 2019
.......... (Rupees) ..........
8. OPERATING FIXED ASSETS
Fixed assets 8.1 2,804,381,809 2,815,822,997
Right of use assets 8.2 1,691,129 -
2,806,072,938 2,815,822,997
8.1 Opening net book value (NBV) 2,815,822,997 2,378,527,606
Additions (at cost) during the period / year 8.1.1 35,044,893 164,069,026
Revaluation during the year 8.1.2 - 349,215,869
2,850,867,890 2,891,812,501
Disposals (at NBV) during the period / year 8.1.3 - (263,158)
Depreciation charged during the period / year (46,486,081) (75,726,346)
(46,486,081) (75,989,504)
Closing net book value (NBV) 2,804,381,809 2,815,822,997
8.1.1 Details of additions (at cost) during the period / year are as follows:
Plant and machinery 29,646,920 162,324,157
Electrical installation 953,901
Furniture & fixtures 505,949 219,249
Tools and equipment 2,032,960 114,000
Office equipment 1,717,128 1,411,620
Vehicles 188,035 -
35,044,893 164,069,026
8.1.2 Details of revaluation during the period / year are as follows:
Freehold land - 180,042,500
Buildings on freehold land - 134,522,415
Plant and machinery - 34,650,954
- 349,215,869
8.1.3 Details of disposals (at NBV) during the period / year are as follows:
Vehicles - 263,158

8.1.4 Fair value measurement (revalued property, plant and equipment)

The Company's freehold land, buildings on freehold land, plant and machinery were revalued by M/s. Tristar
International Consultants (Private) Limited, an independent valuer not connected with the Company and
approved by Pakistan Banks' Association (PBA) as at September 30, 2019. The basis of revaluation for items
of these fixed assets were as follows:
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8.1.5 Fair value measurement (revalued 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. This valuation
is considered to be level 2 in fair value hierarchy due to significant observable inputs used in the valuation.

8.1.6 Fair value measurement (revalued building 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. This valuation is
considered to be level 2 in fair value hierarchy due to significant observable inputs used in the valuation.

8.1.7 Fair value measurement (revalued 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. This valuation is
considered to be level 2 in fair value hierarchy due to significant observable inputs used in the valuation.

(Un-Audited) (Audited)
March 31, September 30,
Note 2020 2019
.......... (Rupees) ..........
8.2 Right of use assets
Vehicle
Opening net book value (NBV) - -
Additions during the period / year at cost 1,779,530 -
Depreciation charge for the period / year (88,401) -
1,691,129 -
9. CAPITAL WORK IN PROGRESS
Building 9.1.1 6,282,560 6,282,560
Plant and machinery 9.1.3 - 887,572
6,282,560 7,170,132
9.1 Movement of carrying amount is as follows:
9.1.1 Building
Opening balance 6,282,560 6,282,560
Additions (at cost) - -
Transferred to operating fixed assets - -
Closing balance 6,282,560 6,282,560

9.1.2 Building consists of construction of sugar godown, which is still under construction and expected to be
completed on August 31, 2020.
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9.1.3 Plant and machinery

10.

1.

12.

13.

Opening balance

Additions (at cost)

Transferred during the period / year

Closing balance

LONG TERM DEPOSITS
Leased deposit

STORES, SPARES AND LOOSE TOOLS
Stores

Spares

Loose tools
Less: Provision for obsolete stores and spares

Note

(Un-Audited) (Audited)
March 31, September 30,
2020 2019
.......... (Rupees) ..........
887,572 111,182,459
3,252,612 51,666,968
(4,140,184) (161,961,855)
- 887,572
174,500
37,094,377 28,047,322
29,222,426 36,061,783
66,316,803 64,109,105
445,536 518,038
(15,041,549) (15,041,549)
51,720,790 49,585,594

Stores and spares also include items which may result in capital expenditure but are not distinguishable at the
time of purchase. However, the stores and spares consumption resulting in capital expenditure are capitalized

in cost of respective assets.
STOCK IN TRADE

Work-in process:
Sugar
Molasses

Finished goods:
Sugar
Molasses
V.F cake

TRADE DEBTS
Unsecured

Considered good
Considered doubtful

Less: Provision for doubtful debts

13.1&13.2

4,771,281
234,464

5,005,745

1,615,901,545
134,107,520

1,750,009,065

1,755,014,810
78,782,058 77,491,042
305,161,478 305,161,478
383,943,536 382,652,520

(305,161,478)

(305,161,478)

78,782,058

77,491,042
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13.1

13.2

This includes Rs. 0.968 million (2019: Nil) receivable from Al-Moiz Industries Limited (related party/
associated).

This includes Rs. 0.322 million (2019: Nil) receivable from The Thal Industries Corporation Limited (related
party/associated).

(Un-Audited) (Audited)
March 31, September 30,
Note 2020 2019
.......... (Rupees) ..........

LOANS AND ADVANCES

Advances - (Unsecured - considered good)

To employees 14.1 134,100 71,300
Advance to supplies and services (Unsecured)
Considered good

Advances to cane growers 14.2 33,745,551 1,646,318
Advances for store purchases 14.3 13,270,620 13,418,739
47,016,171 15,065,057
Less: Provision for doubtful advances 14.4 - -
47,150,271 15,136,357

These advances are provided for general purposes in accordance with the terms of their employment, which is
not past due. These advances are unsecured, interest free and payable on demand.

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

This includes advances provided to vendors and service providers and are settled as and when the goods/
services are delivered. These advances do not carry any interest or mark-up.

Movement of provision for doubtful advances is as follows:

Opening balance - 5,000,000
Addition during the year - -
Written off during the year (5,000,000)

Closing balance -

OTHER RECEIVABLES

Considered good

Sales tax 36,976,984 21,517,880
Subsidy receivable on exports 15.1 105,742,500 105,742,500
142,719,484 127,260,380

This represents subsidy receivables from Government of Pakistan against export of sugar during the financial
year 2015. This is claimable under finance division’s notification No. 1(4) CF-C/2014-114 dated February 18,
2015 in terms of which Government of Pakistan has approved total cash subsidy at the rate of Rs. 10/- per kg
to sugar mills on export of sugar, as per the terms and conditions mentioned therein.
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(Un-Audited) (Audited)
March 31, September 30,
Note 2020 2019
.......... (Rupees) ..........
16. CASH AND BANK BALANCES

Cash in hand 24,685,720 530,253

Cash at banks
Current accounts 16.1 118,546,602 25,848,795
143,232,322 26,379,048

16.1 Cash with bank in current accounts do not carry any interest or mark-up.
17. SHARE CAPITAL
17.1 Authorized share capital

70,000,000 (September 30, 2019: 70,000,000)
ordinary shares of Rs. 10/- each 700,000,000 700,000,000

17.2 Issued, subscribed and paid up share capital

6,400,000 (September 30, 2019: 6,400,000)

ordinary shares of Rs. 10/- each (fully paid in cash) 64,000,000 64,000,000

3,050,000 (September 30, 2019: 3,050,000)
fully paid bonus shares of Rs. 10/- each 30,500,000 30,500,000
94,500,000 94,500,000

17.3 As at March 31, 2020 M/s Naubahar Bottling Company (Private) Limited (Holding Company) holds 4,806,468
(50.862%) shares of the company. For further detail, please refer to note 1.2.

18. DIRECTORS’ LOANS

Unsecured
Others (other than banking companies)
Directors 1,442,500,000 1,211,500,000
Chief Executive 27,000,000 -
1,469,500,000 1,211,500,000
18.1 Movement of loan is as follows:
Opening balance 1,211,500,000
Obtained during the period/year
Mr. Muhammad Shamim Khan 132,000,000 596,500,000
Mrs. Qaiser Shamim Khan 99,000,000 593,000,000
Mr. Nauman Ahmed Khan - 22,000,000
Mr. Adnan Ahmed Khan 27,000,000 -
258,000,000 1,211,500,000
Repaid during the period / year - -
Closing balance 1,469,500,000 1,211,500,000
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18.2

20.

20.1

This represents unsecured interest free long term loans from directors of the Company to meet the working
capital and long term requirements. These are payable on discretion of the Company and will be paid as and
when convenient to the Company. This has been disclosed/classified in accordance with TR -32 “Directors’
Loan” clause 3.3 “Contractual Directors’ loan that is interest free and repayable at the discretion of the
Company, issued by the Institute of Chartered Accountants of Pakistan.

(Un-Audited) (Audited)
March 31, September 30,
Note 2020 2019
.......... (Rupees) ..........
LONG TERM FINANCING
Secured:
Banking Companies 19.1 -

From banking companies
Opening balances 100,000,000 200,000,000
Obtained during the period / year - -
Repayments made during the period / year (100,000,000) (100,000,000)

- 100,000,000
Current portion shown under current liabilities - (100,000,000)

This represents term finance facility obtained from JS Bank Limited for working capital requirements due to
BMR activities carried 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 million in favor of JS Bank and personal guarantees of all directors
along with net worth statements.

LOAN FROM HOLDING COMPANY

Unsecured:
Naubahar Bottling Company (Private) Limited
20.1 1,055,960,400 965,960,400
From holding company
Balance as at October 01 965,960,400 -
Obtained during the period / year 90,000,000 965,960,400
Repayments/adjustment made during the period / year - -
1,055,960,400 965,960,400
Current portion shown under current liabilities - -
1,055,960,400 965,960,400

The Company obtained unsecured loan from M/s Naubahar Bottling Company (Private) Limited - the holding
company that carries mark-up at the rate of 3 month’s KIBOR plus 0.5% per annum. The effective mark-up
rate charged by Naubahar Bottling Company (Private) Limited during the year ranging from 13.91% to 14.36%
(2019: 11.02% to 14.35%) per annum. The management for the time being does not intend to repay any amount
against these loans until the end of next financial year and hence no current maturity has been provided. These
will be paid as and when convenient to the Company.
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(Un-Audited) (Audited)
March 31, September 30,
Note 2020 2019
.......... (Rupees) ..........

21. LEASE LIABILITIES

Secured

Against right of use assets

Lease liabilities 1,745,000

Less: Current portion shown under current liabilities (545,196)

1,199,804

21.1 Maturity analysis-contractual undiscounted cash flow

Less than one year 885,960

One to five year 1,240,344

More than five year -

Total undiscounted lease liability 2,126,304

21.2 When measuring lease liabilities, the Company discounted lease payments using its incremental borrowing
rate which is 20% per annum.

21.3 The lease facility has been obtained from Bank Al Habib Limited. The assets is owned by the Bank. The above
liabilities were obligations under leases with bank for lease of vehicle.

22. TRADE AND OTHER PAYABLES

Trade creditors 221&2 348,394,042 245,699,769
Accrued liabilities 15,190,412 13,475,505
Advances from customers /contract liabilities (unsecured)  22.3 511,452,106 340,197,135
Workers' Profit Participation Fund 224 2,087,998 1,872,644
Taxes and duties payable 2,060,167 7,137,046
Sales tax payable 831,111 831,110
Other liabilities 331,155 331,155

880,346,991 609,544,364

22.1 This includes Rs. 33.353 million (2019: Rs. 33.353 million) payable to Imporient Chemicals (Private) Limited
(ex-related party) against purchase of chemical.

22.2 This includes Rs. 9.487 million (2019: 0.690 million) payable to Thal Industries Corporation Limited and Nil
(2019: 0.337 million ) to Al-Moiz Industries Limited (a related parties) against payment of purchase of plant
and machinery and steel products.

22.3 The advance from customers’ balances amounting to Rs. 340.197 million which are long outstanding at
the reporting date are adjustable against the payment to be made to the Sponsor Sellers as per shareholder
agreement. However, due to un-availability of third party confirmation, on produce basis these balance have
not been adjusted and the Company will complete the due legal process before adjusting these balances.

Half Yearly Report 2020 | 25



)] BABA FARID SUGAR MILLS LIMITED

(Un-Audited) (Audited)
March 31, September 30,
Note 2020 2019
.......... (Rupees) ..........
22.4 Workers’ Profit Participation Fund
Balance at the beginning of the period / year 1,872,644 1,609,492
Mark up charged during the period / year 215,354 263,152
Less: Payments made during the period / year - -
Balance at the end of the period / year 2,087,998 1,872,644

22.5 Interest on Workers' profit (participation) fund has been provided at the rate of 11.50% (2019: 16.35%).
23. DUETO EX - HOLDING COMPANY

Unsecured:
Pattoki Sugar Mills Limited (PSML) 23.1 194,825,904 104,066,694

23.1 This represents balance payable to M/s Pattoki Sugar Mills Limited (PSML) - the ex holding company as
settlement balance. During the period PSML has paid mark up and principal amount to JS Bank Limited on
behalf of the Company as disclosed under note 19.

24. SHORT TERM BORROWING
Secured:

Banking companies
Cash Finance

MCB Bank Limited 24.1 200,000,000
Askari Bank Limited 24.1 500,000,000
Bank Al Habib Limited 24.1 600,000,000

Running Finance
Bank Al Habib Limited 24.2 48,868,717
1,348,868,717

24.1 This represents cash finance facilities from various banks aggregated to Rs. 1,500 million (2019: Nil) and
carries mark-up ranging from one month KIBOR plus 0.75% to six months KIBOR plus 1% per annum (2019:
Nil) on utilized limits. These facilities are secured against white refined sugar bags at 22% to 25% margin, first
exclusive charge for Rs. 316 million on pledge of sugar bags, personal guarantees of the directors, corporate
guarantee of holding company, subordination of loan from related parties and directors.

24.2 This represents running finance facilities from Bank Al Habib Limited aggregated to Rs. 50 million (2019:
Nil) and carries mark-up ranging from one month KIBOR plus 0.75% (2019: Nil) on utilized limits. This facility
is secured against on all present and future current assets of the Company for Rs. 67 million and personal
guarantees of the directors.

25 CONTINGENCIES AND COMMITMENTS

25.1 Contingent liabilities

a)  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
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b)

c)

d

e)

f)

q)

h)

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. 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 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 tax 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.

Demand amounting to Rs. 3.825 million has been created by DCIR vide order dated November 03, 2017 against
the Company for adjustment of input tax. The Company being aggrieved filed input tax rectification application.
The Company expects a favorable outcome of the proceedings. However, if the case is decided against the
Company, it may result in tax payable of Rs. 3.825 million (2019: Rs. 3.825 million).

Demand amounting to Rs. 2.528 million has been created by DCIR vide order dated November 07, 2018 against
the Company for adjustment of input tax for the period of January 2018. The Company being aggrieved filed
input tax rectification application. The Company expects a favorable outcome of the proceedings. However,
if the case is decided against the Company, it may result in tax payable of Rs. 2.528 million (2019: Rs. 2.528
million).

Demand amounting to Rs. 12.648 million has been created by DCIR vide order dated December 16, 2018 against
the Company for adjustment of input tax for the period of February 2018. The Company being aggrieved filed
input tax rectification application. The Company expects a favorable outcome of the proceedings. However, if
the case is decided against the Company, it may result in tax payable of Rs. 12.648 million (2019: Rs. 12.648
million).

Demand amounting to Rs. 9.894 million has been created by DCIR vide order dated December 20, 2018 against
the Company for adjustment of input tax for the period of March 2018. The Company being aggrieved filed
input tax rectification application. The Company expects a favorable outcome of the proceedings. However, if
the case is decided against the Company, it may result in tax payable of Rs. 12.648 million (2019: Rs. 12.648
million).

Demand amounting to Rs. 41.616 million has been created by DCIR vide order dated August 04, 2017 against the
Company on account of sales tax audit for the tax year 2014 and certain amount were held recoverable. The Company
being aggrieved filed appeal before CIR (A). CIR (A) remanded back the case for fresh adjudication. Thereafter in fresh
proceedings an amount of Rs. 3.416 million has been established vide order dated March 28, 2019. This has also
been challenged before CIR Appeals. The Company expects a favorable outcome of the proceedings. However, if the
case is decided against the Company, it may result in tax payable of Rs. 3.416 million.

Demand amounting to Rs. 10.137 million has been created by DCIR vide order dated November 12, 2018
against the Company on account of inadmissible input tax adjustment for the period July 2016 to November
2017. The Company being aggrieved filed appeal before CIR (A). CIR (A) remanded back the case for fresh
adjudication. The case decided against the Company and an amount of Rs. 10.211 million has been paid to the
Department under protest and also appeal has been filed against this order. The Company expects a favorable
outcome of the proceedings.
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As per SRO of 77(1) 2013 dated February 07, 2013, the Federal Government allowed reduced rate@.0.5% FED
on local sales of white crystalline sugar equivalent to the quantity actually exported by the sugar manufacturer
as per quota allotted. Sales tax and Federal Excise returns for the tax periods from November 2013 to June
2014 were analysed by the Commissioner Inland Revenue and it was observed that registered person had
declared local sales on which Company was required to charge and pay FED @ 8% in VAT mode under the
provision of section 3 and 7 of the Federal Excise Act, 2005. The Commissioner Inland Revenue created a
demand amounting to Rs. 65.084 million along with default surcharge and penalty of Rs. 3.254 million on short
payment of FED based that Company charged and paid FED at the rate of 0.5% without fulfilling the conditions
as mentioned in SRO 77(1) 2013. Being aggrieved with the order passed by the Deputy Commissioner Inland
Revenue, the Company preferred appeal before the Commissioner Inland Revenue (Appeals-l), Karachi. The
CIR (A) vide order in appeal No. STA/91/LTU/2019/09 vacated order of Deputy Commissioner and passed
order in favour of the Company. The department has filed an appeal against this order to Appellate Tribunal IR.
The Company expects a favourable outcome of the proceedings. However, if the case is decided against the
Company, it may result in tax payable of Rs. 68.338 million.

As per SR0 of 77(1) 2013 dated February 07, 2013 read with the SR0 1072 (1) / 2013 dated December 27, 2013,
the Federal Government allowed recued rate@.0.5% FED on local sales of white crystalline sugar equivalent
to the quantity actually exported by the sugar manufacturer as per quota allotted by the ECC in it meeting held
on January 10, 2013. Sales tax and Federal Excise returns for the tax periods from February 2013 to October
2013 were analysed by the Commissioner Inland Revenue and it was observed that registered person had
declared local sales on which Company was required to charge and pay FED @ 8% in VAT mode under the
provision of section 3 and 7 of the Federal Excise Act, 2005. The Commissioner Inland Revenue created a
demand amounting to Rs. 15.393 million along with default surcharge and penalty of Rs. 0.769 million on short
payment of FED based that Company charged and paid FED at the rate of 0.5% without fulfilling the conditions
as mentioned in SRO 77(1) 2013. Being aggrieved with the order passed by the Deputy Commissioner Inland
Revenue, the Company preferred appeal before the Commissioner Inland Revenue (Appeals-l), Karachi. The
CIR (A) vide order in appeal No. STA/90/LTU/2019/06 vacated order of Deputy Commissioner and passed
order in favour of the Company. The department has filed an appeal against this order to Appellate Tribunal IR.
The Company expects a favourable outcome of the proceedings. However, if the case is decided against the
Company, it may result in tax payable of Rs. 16.163 million.

Demand amounting to Rs. 10.163 million has been created by DCIR against the Company on account of some
discrepancies were observed in the sales tax returns for the period from July 2016 to November 2017. The
Company being aggrieved filed appeal before CIR (A). CIR (A) remanded back the case for fresh adjudication.
Thereafter in fresh proceedings an amount of Rs. 10.163 million has been demanded by DCIR. This has
also been challenged before CIR Appeals. The CIR (A) vide order in Appeal No. STA/40/LTU/2019/07 dated
September 26, 2019 annulled order of DCIR. Being aggrieved with the order department has filed second
appeal to Appellate Tribunal IR. The Company expects a favourable outcome of the proceedings. However, if
the case is decided against the Company, it may result in tax payable of Rs. 10.163 million.

Land of the company is mortgaged with Bank Al Habib Limited against loan facility to Pattoki Sugar Mills
Limited. The long term assets of the company by amounting Rs. 500 million is also pledged with Bank Al Habib
Limited. There is also ranking charge amounting to Rs. 225 million. These have been made on the behalf of the
Pattoki Sugar Mills Limited. The Company is pursuing the matter and expecting of vacation of these charges
during the next year.

The long term and current assets of the company by amounting Rs. 2,068 million is also pledged with MCB
Bank Limited against loan facility to Pattoki Sugar Mills Limited. The Company is pursuing the matter and
expecting of vacation of these charges during the next year.

The long term assets of the company by amounting Rs. 294 million is also pledged with Samba Bank Limited against
loan facility to Pattoki Sugar Mills Limited. This charge has been vacated subsequent to the reporting period.

The Company is facing claims, launched in the labour courts, pertaining to staff retirement benefits, salaries
and others related matters. The claims amount can’t be quantified due to nature of the claims.

Commitments

The Company is committed as at the balance sheet date in respect of capital expenditure of Rs. 3.00 million.

BABA FARID SUGAR MILLS LIMITED
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26.
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28.

Half year Ended Quarter Ended
March 31, March 31,
2020 2019 2020 2019
....... (Rupees) ....... <. (Rupees) .......
SALES
Sales
Manufacturing - local
Sugar 23,880,239 54,218,114 23,880,239 28,834,827
By products sales
Molasses 92,892,480 - 91,686,320 -
V.F. Cakes 99,549 2,385,000 99,549 -
116,872,268 56,603,114 115,666,108 28,834,827
Less: Sales tax (3,484,242) (5,488,278) (3,484,242) (1,723,457)
113,388,026 51,114,836 112,181,866 27,111,370
COST OF SALES
Raw materials and expenses thereon 1,621,152,385 127,325,930 1,312,997,633 46,741,517
Other overheads:
Salaries, wages and other benefits 68,206,534 27,526,549 40,847,966 12,680,220
Chemical consumed 10,851,274 1,241,536 8,765,103 783,668
Packing material consumed 11,826,048 713,731 9,888,912 469,284
Stores and spares consumed 7,789,101 7,043,315 3,742,793 5,765,547
Repair and maintenance 81,886,288 77,061,192 31,554,954 56,922,315
Other factory overheads 2,974,180 1,361,698 1,023,889 614,466
Vehicle running expenses 2,049,586 1,179,146 1,084,603 222,371
Fee and subscription 49,700 - 3,500 -
Insurance 38,211 - - -
Depreciation 46,070,470 36,263,458 23,170,690 18,046,665
Fuel and power 15,069,679 5,466,704 10,099,020 4,010,096
246,811,071 157,857,329 130,181,430 99,514,632
Opening work in process - 33,866,520 65,033,580 54,716,844
Closing work in process (5,005,745) - (5,005,745) -
(5,005,745) 33,866,520 60,027,835 54,716,844
Cost of goods manufactured 1,862,957,711 319,049,779 1,503,206,898 200,972,993
Opening stock of finished goods - 17,865,324 319,656,856 16,439,282
Closing stock of finished goods (1,750,009,065) (74,329,324) | | (1,750,009,065) (74,329,324)

(1,750,009,065) (56,464,000)  (1,430,352,209) (57,890,042)

112,948,646 262,585,779 72,854,689 143,082,951
TAXATION
Current 1,700,820 694,721 1,682,726 694,721
Deferred (5,463,568) 39,855,808 (5,463,568) 55,943,754
(3,762,748) 40,550,529 (3,780,842) 56,638,475

As at March 31, 2020, deferred tax asset amounting Rs. 404.546 million (2019: Rs. 374.963 million) on unused
tax losses, impairment loss and gratuity have not been recognised in the financial statements as a matter of
prudence as in the opinion of the management there is no certainty regarding realisability of the amount. The
management intends to re-assess the recognition of deferred tax asset as at September 30, 2020. The loss can
be carry forwarded upto 5 years.
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29.  LOSS PER SHARE - BASIC AND DILUTED

There is no dilutive effect on the basic earnings per share of the Company, which is based on:

Half year Ended Quarter Ended
March 31, March 31,
2020 2019 2020 2019
....... (Rupees) ....... <o (Rupees) .......
Loss after taxation (117,250,581) (421,378,515) (32,074,806) (286,107,128)
Weighted average number of ordinary shares 9,450,000 9,450,000 9,450,000 9,450,000
Loss per share - basic and diluted - (Rs.) (12.41) (44.59) (3.39) (30.28)

30. FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying values of all financial assets and liabilities reflected in the financial statements approximate their
fair values. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participations at the measurement date.

The Company uses the following hierarchy for determining and disclosing the fair value of financial instruments
by valuation technique:

Level 1: Quoted prices in active markets for identical assets or liabilities.

Level 2: Other techniques for which all inputs which have a significant effect on the recorded fair value are
observable, either directly or indirectly.

Level 3: Techniques which use inputs which have a significant effect on the recorded fair value that are not
based on observable market data.

There were no financial instruments held by the Company which are measured at fair value as of March 31,
2020 and September 30, 2019.

Transfer between levels of the fair value hierarchy are recognised at the end of the reporting period during
which the changes have occurred. However, there were no transfers between levels of fair value hierarchy
during the year.

31. FINANCIAL RISK MANAGEMENT

The Company'’s activities expose it to a variety of financial risks: market risk (including foreign exchange risk,
interest rate risk and price risk), credit risk and liquidity risk.

There have been no significant changes in the risk management policies since the year end.

The condensed interim financial statements does not include all financial risk management information and
disclosures required in the annual financial statements and should be read in conjunction with the Company's
audited annual financial statements for the year ended September 30, 2019.

The Company's financial risk management objective and policies are consistent with that disclosed in the
annual financial statements for the year ended September 30, 2019.

32. SUMMARY OF SIGNIFICANT TRANSACTIONS AND EVENTS AFFECTING THE COMPANY'S FINANCIAL
POSITION AND PERFORMANCE

During the period the company obtained new borrowings from, various banks, holding company and
directors.

All other significant transactions and events that have affected the Company’s financial position and
performance during the period have been adequately disclosed in the notes to these financial statements.
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33.

34.

CORRESPONDING FIGURES

Corresponding figures have been rearranged and reclassified, wherever necessary for the purpose of
comparison and better presentation. However, no significant reclassification has been made during the period
except for by product sales (V.F. Cake) amounting to Rs. 2.038 million has been reclassified in the sales rather
as deduction from cost of sales for consistency with annual audited financial statements.

TRANSACTIONS AND BALANCES WITH RELATED PARTIES

The related parties comprise of ultimate parent company and parent company, associated companies and
directors of the Company. Significant transactions and balances with related parties, other than those disclosed
elsewhere in these financial statements are as follows:

March 31, 2020 March 31, 2019
Name of parties Nat_uve 0! Nature of transactions Note Transactions . Transactions .
relationship duri Closing N Closing
uring the b during the
h alance balance
period year
----------------- Rupees - -------=--nnnmnn
Pattoki Sugar Mills Limited Ex- Parent Long term loans - paid/adjusted 34.1 - - - 120,690,011
Funds transferred/adjusted - - 2,507,844,661 -
Funds received - - 544,782,452
Mark-up charged on advances - - 82,994,510 -
Mark-up payable 38,522,753
Mark-up payable - paid / adjusted - - 192,200,650 -
Imporient Chemicals (Private) Limited ~ Ex-Ultimate Payable balance 34.1 - - - 33,353,666
Parent Funds paid - - 10,275,000 -
Chemical purchase - - 41,443,770
Exporient Knitters (Private) Limited Ex-Associate 34.1
Funds received - - 3,469,766
Adjustment against Imporient - (3,469,766)
Naubahar Bottling Company Holding Long term loans 90,000,000  1,055,960,400 -
(Private) Limited Company Mark-up payable - 164,505,687
Mark-up charged on advances obtained 68,719,806 -
The Thal Industries Corp Limited A d Trade i - 322,043
Associated Payable - 9,487,644
Sales of chemicals 322,043 5
Purchases - machinery parts and others 9,487,644
Al-Moiz Industries Limited Trade receivable - 968,969
Associated Sale of scrap and process chemicals 9,834,154
Directors/shareholders
Mr. Muhammad Shamim Khan Directors’ contribution/loan 13,200,000 728,500,000
Ms. Qaiser Shamim Khan Directors’ contribution/loan 99,000,000 692,000,000
Mr. Nauman Ahmed Khan Directors’ contribution/loan = 22,000,000
Mr. Adnan Ahmed Khan Directors’ contribution/loan 27,000,000 27,000,000
Executives Key
management Remuneration paid 1,456,068 - 4,160,000
personnel

Basis of relationship with the

paity

In respect of associated companies and holding company incorporated inside Pakistan with whom the company had entered
into transaction during the financial year along with basis of relationship is as follows:

Name of related party Country of Relationship Basis of Shareholdings
Incorporation/origin Association
Pattoki Sugar Mills Limited Pakistan Ex- Parent company Note 34.2 Nil
Imporient Chemicals (Private) Limited Pakistan Ex-Associate/ultimate Note 34.2 Nil
parent company
Exporient Knitters (Private) Limited Pakistan Ex-Associate Note 34.2 Nil
Naubahar Bottling Company (Private) Limited ~ Pakistan Holding Shareholding 50.86%
Al-Moiz Industries Limited Pakistan Associated Common management Nil
Moiz Textile Limited Pakistan Associated Common management Nil
The Thal Industries Corporation Limited Pakistan Associated Common management Nil
Mr. Muhammad Shamim Khan Pakistan Director Shareholding 17.36%
Mrs. Qaiser Shamim Khan Pakistan Director Shareholding 9.64%
Mr. Adnan Ahmed Khan Pakistan Chief Executive Shareholding 9.64%
Mr. Nauman Ahmed Khan Pakistan Director Shareholding 9.64%
Malik Manzoor Hussain Humayun Pakistan Director Shareholding 0.0021%
Mr. Farid ul din Ahmed Pakistan Director Shareholding 0.0021%
Mrs Sarah Hajra Khan Pakistan Director Shareholding 0.0032%

This refers to note 1.4, these entities were the related parties until June 13, 2019, therefore current balances and transactions
have not disclosed in the related party transactions.
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35.  FINANCIAL INSTRUMENTS BY CATEGORY

Original carrying Fair value
Financial Financial Total Level 1 Level 2 Level 3 Total
assets at liabilities at
amortized amortized
cost cost
------------------------------ RuUpees = -----emem e eeeen
On-Balance sheet financial instruments
As at March 31, 2020
Financial assets
At cost or amortised cost
Trade debtors 78,782,058 - 78,782,058
Loans and advances 134,100 - 134,100
Cash and bank balances 143,232,322 - 143,232,322
222,148,480 - 222,148,480
Financial liabilities at amortised cost
Directors’ loan - 1,469,500,000 1,469,500,000
Long term financing - - -
Loan from holding company - 1,055,960,400 1,055,960,400
Lease liabilities - 1,745,000 1,745,000
Due to ex holding company - 194,825,904 194,825,904
Trade and other payables - 363,915,609 363,915,609
Short term borrowing - 1,348,868,717 1,348,868,717
Mark-up accrued - 164,505,687 164,505,687
4,599,321,317 4,599,321,317
On-Bal sheet fi ial i

As at September 30, 2019
Financial assets
At cost or amortised cost

Trade debtors 77,491,042 - 77,491,042
Loans and advances 71,300 - 71,300
Cash and bank balances 26,379,048 - 26,379,048

103,941,390 - 103,941,390

Financial liabilities at amortised cost

Long term financing - 100,000,000 100,000,000
Loan from holding company - 965,960,400 965,960,400
Due to ex holding company - 104,066,694 104,066,694
Trade and other payables - 259,506,429 259,506,429
Mark-up accrued - 86,562,191 86,562,191

1,516,095,714 1,516,095,714

35.1 The Company has valued certain fixed assets at fair value and classified under property, plant and equipment.
The carrying value and level of fair value of these non - financial assets have been disclosed in the relevant note
to the financial statements.

35.2 Due to the Company’s long standing business relationships with these counterparties and after giving due
consideration to their strong financial standing, management does not expect non performance by these
counter parties on their obligations to the Company. Accordingly, the credit risk is minimal.

36. EVENTS AFTER THE BALANCE SHEET DATE
There are no material subsequent events occurred after the date of statement of financial ‘position.

37. DATE OF AUTHORIZATION FOR ISSUE

This condensed interim financial statements were authorized for issue on 21 May 2020 by the Board of
Directors of the Company.

38. GENERAL
38.1 Amounts have been rounded off to the nearest rupees unless otherwise stated.
38.2 The figures of the condensed interim statement of profit or loss and other comprehensive income for the

quarters ended March 31, 2020 and 2019 were not subject to limited scope review by the auditors as scope of
review covered only cumulative figures.

i

Chief Executuive

0

Chiéf Financial Officer
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