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Directors’ Report

On behalf of the Board, | am pleased to present financial results for the half year ended March

31, 2018.
Operational Highlights March 2018 March 2017
Season Started 27-11-2017 15-11-2016
Crushing- M.Tons 999,780 1,056,198
Capacity Utilization 84.41% 72.19%
Sucrose Recovery 11.49% 11.06%
Sugar Production- M.Tons 113,810 116,780
Molasses production- M.Tons 44,645 47,856
Molasses Recovery 4.47% 4.53%
Financial Highlights March 2018 March 2017

(Rupees in Thousand except EPS)

Total Turnover 2,840,196 2,573,529
Sales tax /FE.D 126,532 98,656
Gross profit 231,451 415,910
Gross Profit margin 8.53% 16.81%
Profit before tax 129,381 528,768
Profit before tax margin 4.77% 21.37%
Net Profit after tax 108,887 461,584
Net Profit margin 4.01% 18.65%
Earnings per share 3.40 14.41

This year was the first such in the last decade where crushing campaign continued beyond the first
week of April. Hence, crushing and sugar production numbers were still inconclusive at the

closing of the half year.

As at 31st March the sucrose recovery at 11.49% was comparatively better than last year’s
11.06%. We are proud to report that this recovery is the highest in the history of the Company

and one of the highest ever achieved by any mill in Pakistan.

Overall crushing and production went down marginally by 5.3% and 2.5% respectively. Capacity
utilization improved from last year’s 72.19% to 84.41% largely due to consistent crushing and
regular availability of sugarcane.

Following factors were main contributors to the positive bottom line;

* Sales volume increased by 68% primarily due to exports.
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* Selling price went down by 29%, thereby reducing Gross margin to 8.53% compared to
16.81% of last corresponding period.

* Freight support subsidy from Federal Government was booked though not still realised.

* Share of Profit from Unicol Limited amounted to Rs.136.81 Million as compared to Rs.53.38
Million showing an increase of 156%.

¢ Reduction in finance cost from Rs.74.65 million to Rs.61.96 million.

* Exchange Rate gains of Rs.38.73 million compared to Rs.4.19 million. This was primarily due
to the recent decline in PKR by almost 10% against the USD.

* Increase in the sale of bagasse by 89% compared to corresponding period of previous year.
Total Baggasse sold in this period is 37,000 Tons.

* Sale of power to the grid of 2.4 Million units amounting to Rs. 21.94 Million.
INDUSTRY PERSPECTIVE

In view of the huge carryover from the previous season and corresponding global surplus of
sugar, the market domestically hit at a 5 year low going below Rs. 45/- with Sales Tax during
the season. This low sugar price made it uneconomical for mills to pay The Minimum Notified
Cane Price and due to consistent deadlock on the part of provincial government in reaching an
amicable solution, mills had no option but to approach the Sindh High Court for remedy.

The Court after hearing all parties reached an amicable tripartite settlement of an interim price of
Rs.160/40 Kgs and held the notified price of Rs.182/40 Kgs in abeyance till final disposal of the
matter by the Honourable Supreme Court of Pakistan in relation to a case pending since 2015.

On the sugar front unlike the previous year where there was uncertainty on export policy this
year the federal and provincial governments had put in place a workable export policy from the
start of the season. The export allowance of 1.5 million metric tons with a subsidy of Rs.10.70/
kg facilitated sugar mills to export their sugar internationally and generate funds to pay off
farmers for sugarcane purchased in addition to generating precious foreign exchange for the
country. Once the 1.5 M Tons is exported the country is expected to receive approximately USD
half a billion.

During this period your mill was able to export 42,276 Tons of sugar at an average price of USD
343. As of March 31st the export quotas have been utilised of 1.044 Million M. Tons out of 1.5
Million M. Tons.

Huge amount of pending subsidies are a cause of concerns for mills which have exported sugar.
Our exports from November have yet to receive the subsidy amount of Rs. 381 Million is pending
against our exports while the figure for the overall industry is approximately Rs. 10 Billion.

The receipt of these subsidies is critical in ensuring all cane payments are made by the industry
and to ensure farmers are motivated to plant sugarcane for the next year.

UNICOL LIMITED

The distillery operated satisfactorily during the period. Ethanol and CO, plants ran efficiently
and at capacity. The international prices of ethanol showed improvement by a few percentage,
however the main reason for the healthy bottom line this year has been the reasonable price
of Molasses purchases which showed the 30 percent fall during the crushing season.
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Unicol’s CO, sales almost doubled from 2,668 metric tons to 5,319 metric tons due to capacity
expansion, aggressive marketing and well thought out distribution. This would also enable the
Company to enter into long term supply contracts with leading beverage makers.

Following are the key data related to Unicol Ltd:

Financial Highlights Units March 2018 March 2017
Sales Rs. in ‘000 2,489,939 2,092,165
Gross Profit Rs. in ‘000 681,267 367,849
Gross Profit % % 27.36% 17.58%
Profit before tax Rs. in ‘000 435,659 180,170
Profit after tax Rs. in ‘000 410,429 160,170
Net Profit % % 16.48% 7.66%
Earnings per share Rs. 2.74 1.07

UNIFOOD INDUSTRIES LIMITED

The packaged cake plant located at Hub Industrial Estate has finally gone into commercial
production in February 2018 after a successful trial run. The distribution setup is being established
and products are slowly penetrating in the market. However its launch in IMT and LMT markets is
presently being negotiated. As the current period falls under low demand period therefore full
fledged marketing and publicity campaign has been put on hold. We are quite confident that
after the launch of the marketing campaign, volume will show significant increase. On their part,
shareholders are fully committed towards the project and have been injecting equity as and when
required by the management. We have so far injected Rs. 127 million in the project. As at March
31, 2018 (9 months period) Unifood has incurred a loss of Rs.110.367 Million which was as per
expectations for the first year.

FUTURE OUTLOOK

Continued increase in national production of sugar coupled with
a sluggish international market is continually keeping local sugar market depressed. This will
hurt the local industry whose high cost of production due to high cane cost makes exports
uncompetitive. The Federal and Provincial Governments have helped the industry partially by
extending subsidy. However, due to delay in realization of these subsidies, mills have experienced
cash flow problems.

Our area has been witnessing an increase in overall sugarcane production for last two years which
was mainly due to prompt sugarcane payments by your and adjoining mills. However the dispute
over Minimum Support Price, slower payments and a serious water crisis could affect sugarcane
plantation in the next couple of years as growers may switch to other competing crops.

However, we at our end, will continue to play our role in improving varieties, controlling crop
diseases and educating farmers in improving their per acre yield. Our cane team has been
instrumental in application of latest techniques on plantation techniques and ways of cultivation as
advised by our international consultants. Due to longer spell of dry warm weather and minimal
rains in Sindh, water shortage is expected to play an important role in the lower future sugarcane
crop.
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Due to increase in national and international sugar production, we do not expect significant
improvement in sugar selling price. Therefore it is imperative that minimum support price should
be fixed keeping in view the sugar selling price. This is critical for the survival of the sugar industry.

Our continual efforts within the factory has been on efficiency in the process and energy conservation
through steam efficiency. This was evident in substantial savings of bagasse. Our Waste Water
Treatment Plant has been fully commissioned and automated. We are proud to have had a proper
Fly Ash system since 5 years now and a Waste Water Treatment system and are pioneers in this
technological advancement relating to cleaner environment and complying with all SEQS rules.

Our HP cogeneration project through a 100 percent owned SPV Mehran Energy has remained
stalled during last few months. CPPA had filed a Review Petition with NEPRA over award of
tariff which was eventually dismissed. However, they have now approached Islamabad High
Court against NEPRA’s verdict. Till such time as CPPA exhaust’s their legal options, work on
development of the project may remain suspended. We at our end are still optimistic about this
project and sincerely, look forward for its revival as it is vital for industry’s long term sustainability.

Unicol Limited continues to contribute positively and shall continue to play an instrumental role
in ensuring healthy financials for the remaining quarters as well. The capacity enhancement in
CO, has strengthened profitability. Unicol’s IPO has been delayed due to bearish conditions in the
local bourse. However, management is fully geared to go public as and when the economic and
investment situation becomes stable and the sentiment improves. Arrangements with bankers
and consultants are in place and post election we shall review the decision.

Our long term investments in listed companies has been passing through a bearish spell.
However, the recent down turn in the market has provided an opportunity to buy at lower levels
and consolidate positions. In view of our investment in fundamentally strong scrips, we are quite
hopeful for healthy long term returns.

Uni-Energy Limited, our wind power project has not made any headway’s during the period under
review. This is largely due to no clarity on the renewable framework by the GOP. We hope that
post election there should be some positive development on this.

Overall sentiments in the global sugar market remains bearish largely due to a huge Indian and
Thai crop yet. We however are hopeful that once 1.5 M Tons sugar is exported the market should
stabilise locally. This should allow the company to post healthy numbers in the remaining half
year. Our diversification policy into ethanol and other investments has been instrumental in
stabilizing our operating results during a difficult cycle in the sugar industry.

We acknowledge the contribution of all concerned in achieving these results and hope that they
would continue with the same zeal to achieve even better results by the end of the financial year.

For and on behalf of Board of Directors

Mohammed Ebrahim Hasham
Karachi: May 30, 2018 Chief Executive Officer

Mehran Sugar Mills Limited




é,f//)',} f<a L&J/K}iu!,&u«adw,{iaé;’/b//}’yETP.«—UIJJULlf
¢ e K;/gu/du wsdT sl (8§ LS5 6 (0 S = oy 2T S
<U'L/UPL(3VK

Q’VLNEPRAALL}@/J/uuuLJ/LCPPA e b o P
LR Pa gV F S g W Muwi&’w(r m,/,/&fu,./;;/,
Ldt{Jmmwyuiédv{(fgw‘md’_,u T J””rK/LWJIJGu}

-au{/wdwgiﬁré“idﬂidﬁﬁvﬂ e u",ui/i

wb/g)xujwdﬁd:éb/é:dWﬂé‘jJA!L/@;wa‘j}/,«rdd[d!
- I JV!U"C’VLU’(:.LL@/;!M!&/D!M JCO £

e L 2 |G e VU e STPO L JF By sy £ Sur o o S
S muw(b)ﬁ@ u,b»éw&//,lu,f* €2 by 2T U E v Gy
«ggb U//f sy 4

HEE Lo T W) L Ui i e K K S K oy P L ugd 2 G
Uy (G//u}’}l/'d/{ l./d/h",{i d/f[ﬁ/!d.l&/d/i»iu(ﬂ/uﬂ[
_Lurwbébdﬂuj’f/’f@y!u’liu‘igu’“

SR dn e, 28 sifio e @bt E eintd Gndy
J“JupdLﬂ;fc_mu“’-c.u,..@(/gﬂ:_Luyéﬁwumju,mjm

- }’w’/wu/" 3

e 5ot U s § L 2 5 Q6 i o0 § U o B K S U Sl G o S GR
r—afu(u’lwf(?u“”Jd”u"dwdbﬂu(fdpﬂ/u(d”uuﬁStﬁdfaw
U el B2 LU 16K L Gl 354 Sk - BT S U D6 Bl o G2 3

-guj'uu“é/(?CbdULLd{Lu)u‘dfubu:bfﬁld/lr

Lf{u"d"'/famj,u{,;iaig/d"taéu Lt gl SAp A
Ly‘bft'/{uu“&./d"dly6L/JVJIJ/;’LU"}(K:_~MU’|M

Yy

IHEI T 3y

-

(: ‘Il @
2018 %30 2! 8 T o 140

Half Yearly Report March 2018 5



sy v 39 3y

jEM&Q‘{‘KJ/UI&L?UT&JL(LL cfuu:‘g/J Sru oo S b KE il Lk
d/catu’”,vf é(fg Lfg; /'/(/'G' (Y Ku:{ - b /’3[}7(/!5’&&/4201861’)
Amnzr Sle e ¥ v Qs U g sty S Beas G oy U SSA Qs
S B a S e Grd Lop i BN S e de Lir L
L T LF wenff kil ploy FEE S (U B
s B 3 5 /12 J,f”@’gﬂjg,ujﬁéiLL@JL}{:L/Kﬁ'%l
£ *110.367 & G L 60 QU Gtd L i 7 2018 54 3loe S 6K 21 &

S [N P N VP g PR PR V-

ML');:A KJ;V

xS 55 e o S s & UEE S S T S T el § R P
Glag st & Ure oty § &L S 7o 206 25 i S oo J = U7 o K2 6 sl 448
—b J u}":‘; (}&r’ 23 JG: -uj/g/uf" JLE'»uf‘ Ui STy = 24 Jd.n’ JLE!J.":/'TJ
U}J':.,gﬁd//ft’ufd!";d/u{wdlﬂt‘_‘ad/u d/u}’/,',)’dﬁii.d}“u///uﬂelc_

e b Kt U2 Uk S

) u')‘l‘/ d/gf+ E,TU:‘ z:; Sl u:‘/m,g?d’,f JZ UL Uy K2 :/“/J:‘ i a (7?'
< ul:?’m =8y s UK b JU’J' S0 JJ/( s s Sl

uﬁ"uﬂl/ﬁgﬁi J/Lf u:ﬁﬁ dL 2! duc‘(u:‘u::?l)!: C]l‘}’éﬁa-{,jd;ul {Jl (o)/(//‘i" (’fl?’
- ély o U/Ji} BT § as K36 sl W) é v & F) £ ;;KJi

Ju!:.gf?ff.:w L}/UU@{/JI(U‘;J/Ju{/kjuffrdﬂ{uf&/|u/?ub'q}.iﬂJla[f
{%}dgb‘»?;/yju{l/hﬁa’gﬂ-i%d/lgﬁ[@liéﬂnﬁuiwﬂﬂﬁigé
Ao e & tha Vs & 0 i S e St 6 Ui b ol £ =26l Ji
:{uf‘d?:/c__,p d/pfu:‘ UFA ol JU!J{I/»&(’I}’&M ”/fufm,«'/-a Q//l;l

¢

_LLGC}':U/J:‘/M,’%J

fé?&dﬁﬂ&f}/'#J&’ﬁcg}d/LulJf/l;lﬁ,J&f’éi/d!}Ulcjfu!d}
J&f*‘,‘: <LlyJLJ}”L&J)&{J.J&?"&{J.JZf%d/}/(}l{?’pg:!Mfé/’/

<9ﬁldQ7!i£@Jw
JU) 4uut?d;g?/g/f/?‘;/;gu(_;wm’guﬂ/agwJu/,4 LU}JL//»{:;',{

¢

JW!JG’}(&&M)TUW,J}?%JJQufﬂ,«;&{!ul(jnguu{uguJ#JJ@QQ}

Mehran Sugar Mills Limited



/,/uv/uaubgyd"(._,uuu{uam_éuu/d‘u.bvuu“"iLJI,}./
N1 J‘lp D s o5 ( /5//50)

G215 F A3l 343 e b § e B S UTL 37 J42,276 g Ut S S LT
-wéuéwwwwéuuﬁ 044 = & 2 ST, oF

Shor Sl F ol = i Bl pu § Sor o tp = o & L 4T, S5s
- 4.5/ u/’(lO)J} 03 Y L/Jf} o Usby ~l¢/giﬁ Lf/ ,J//> e J!‘)J’ =21 4_5/ JJ'381

L LS G TS ki = P e L L Fin ST U S
e u’l/u._/&

J Gy

Julﬁ (CO ) V‘/db u’/{ 2! drﬁ‘i _du uL»‘bi J;//Kdeuuu L d‘ o/M
5 B o e G 08 U3 § U U S Sedi?v U1 6 oo Gobiig 1 LS
-d/d/u&/ J.,C30% JE Ur‘" e Siuz ¢ oy {JJ/J/ ) u';l/f JJL:!

o SH2,668 =314 HCO) AT g & £ L A J ot ol U o ot
Jjﬂ;viu)u,guuu/._u/f/u‘ffi <¢uf;bﬂ fiLJqu/S 319
by =t s L L Us4b d,dl

20174 2018 g (08 P el G
2,092,165 2,489,939 ¥ Ustr Lo Yy
367,849 681,267 X Uiz s e §4
17.58% 27.36% b Lid e 6
180,170 435,659 X Usir s e oS
160,170 410,429 U Ui s Eo X I Ll
7.66% 16.48% 48 A d e S
1.07 2.74 Yy T2 4

Half Yearly Report March 2018 7



e LK L/J‘(o é&}%d‘!/ J..J' Yy
s JuuK68%u:”ﬁ£.~>,/' JQ’?’;@) J.»,uT/, o

25,853% LA S B Ao e s 2 e B §29% U 2ssf e % e
- 1681%uns £ 2 r 1 24 S

Cuiomh TS S T 2 s b F EEE Gl = o S =¥ i o
B E S

e 2 B 13681 o KBk Ll S wd UF Gy o
SW156% K E L LA UV Lo u53.38

s £ 6196 5 e sy FTA65 bl GUL o

o SO U & S 2 38 T3 i 4 S LSS
<+J?d/10%dbLn.jbuﬁ’;ﬁgf%udl’}@g;d/‘ﬁlﬁ?

g{&ﬁﬁJJéJVJ!-MJDIK89%.;«;JJJL’§ufxd/&))d/Jé O
-y/J37,000

Lot edS ey 2a ks EESYS .

2l §GE U Gl B o0 6 630 £ GRSk S 765 £ Jb Loszw O
U S EE ) nf K § L) Ao 28 g o e &y &
23 &JL&JC'UL'/U! Z//' {J! ﬂ/o:///?’ LZ /uy@'jgi L Usly K u{/ﬁ JIU
¢/fét,mp@rfut"é,;;JL/;J’J?JG/@%/’(V/EJ&’J:M»;@G

SVAS TP

eéo/PLn;;MQJJGVQZJ.LU:@}(GwL&fu:?/'rgi.bw/gjw,c/
Ce S Ea ol K403 L0160 =F §usr G &S e oS K40 § 0182
_rl?}fu:/%g(f[/}’ugééf};d’d/% 4‘.2015&5&//

¢y Galy S 6 L5 U G Lo L # Qe s Db 1 e S U &
Lrlf/}g(j'%}f%u J}[,gflfy///i‘u)’_)//"fu:t 1.5 :/d{!} K&fv-tﬁp/um
Lot E QNS U LS o 239) B § 8% LTSS = o

Mehran Sugar Mills Limited



o 5 7is
< /8 J/g/’)

7

U e en 20 s S TEE G L s L L P 2018 g

sty

201754 2018 &4 el o7
15-11-2016  27-11-2017 Tl intsfuour
1,056,198 999,780 (JIIBESS L
72.19% 84.41% o1 € =2l Sty
11.06% 11.49% % 5
116,780 113,810 (J T dolae § 5%
47,856 44,645 ( ) i § U=
4.53% 4.47% Your=s
20174 2018 g (3L P el JU
(Z d;ly‘ffg d 2l U Us iz ﬁ/)

2,573,529 2,840,196 sl g2) ed3p F
98,656 126,532 UE S5
415,910 231,451 ot Ao
16.81% 8.53% S e
528,768 129,381 ce &S
21.37% 4.77% vES e uf oS
461,584 108,887 o Ut il Ll
18.65% 4.01% UE S B UF gt
14.41 3.40 Su7 4

%;45!!ﬂ-gﬁ/d/lgﬁ/§ﬁjx’f£ LJJ’JI@@}”% u“d u(’.//
u‘/(f)/k};lﬁ! u’/b!,v 23 J/i

S& e peg c11.06% § v &5 1 7 $11.49% s 3 4 o1 £ g2
?/J"dufzﬁ de/wlac‘—b’)JJL;{L)/‘/JV’J“JAILUL/LH/UMZ//V

- b =

=2 e Uk, d/L" u’/ué < Jl ‘d/ u{dr’” d/2 5% 415.3% u//L u“ﬂ;i,v sl S
FBSLE T 2 S)iEL 5560 S0 ET219% Jo &5 17 5.84.41%

Half Yearly Report March 2018 9



Auditors’ Report to the Members on Review of

Condensed Interim Financial Information

Introduction

We have reviewed the accompanying condensed interim statement of financial position of Mehran Sugar
Mills Limited (the Company) as at 31 March 2018, the related condensed interim statement of profit and
loss, condensed interim statement of other comprehensive income, condensed interim statement of cash
flows, condensed interim statement of changes in equity and notes to the accounts (here-in-after referred

to as “interim financial information”) for the six month period then ended. Management is responsible for

the preparation and fair presentation of this interim financial information in accordance with approved
accounting standards as applicable in Pakistan for interim financial reporting. Our responsibility is to express
a conclusion on this interim financial information 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 condensed
interim financial information 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
condensed interim financial information is not prepared, in all material respects, in accordance with approved
accounting standards as applicable in Pakistan for interim financial reporting.

Emphasis of Matter

We draw attention to note 13.1 to the condensed interim financial information which describes the

uncertainty relating to the outcome of the lawsuits and appeals filed by / against the Company. Our opinion is
not qualified in respect of these matters.

Chartered Accountants

Review Engagement Partner: Arif Nazeer

Place: Karachi

Mehran Sugar Mills Limited



As at March 31, 2018

ASSETS Note
NON-CURRENT ASSETS

Property, plant and equipment 6
Long-term investments 7

Long-term deposits

CURRENT ASSETS

Biological assets

Stores and spare parts

Stock-in-trade 8
Trade debts

Loans and advances

Trade deposits and short-term prepayments

Other receivables

Short-term investments 9
Taxation — net

Cash and bank balances

TOTAL ASSETS
EQUITY AND LIABILITIES

SHARE CAPITAL AND RESERVES
Authorized capital
50,000,000 ordinary shares of Rs.10/- each

Issued, subscribed and paid-up capital
32,031,245 ordinary shares of Rs.10/- each
Reserves

NON-CURRENT LIABILITIES

Long-term financing 10
Liabilities against assets subject to finance leases

Market committee fee payable

Deferred liability

Deferred taxation

CURRENT LIABILITIES

Trade and other payables

Accrued mark up

Short-term borrowings 12
Current portion of long-term financing

Current portion of liabilities against assets subject to finance leases
Current portion of market committee fee payable

Provision for market committee fee

Provision for quality premium 11
Taxation — net

Sales tax and federal excise duty payable

CONTINGENCIES AND COMMITMENTS 13
TOTAL EQUITY AND LIABILITIES

Condensed Interim Statement of Financial Position

March 31, September 30,
2018 2017
(Un-audited) (Audited)
Rupees Rupees
2,144,820,539 2,188,132,989
1,018,177,103 977,676,351
792,170 1,113,170
3,163,789,812 3,166,922,510
4,613,103 17,662,000
99,673,305 83,880,941
2,869,028,602 1,205,456,973
290,611,821 174,514,430
83,137,049 148,344,754
29,527,966 7,753,808
6,292,436 4,493,899
1,148,566,381 830,319,250
70,131,948 54,617,134
83,774,200 28,761,062
4,685,356,811 2,555,804,251
7,849,146,623 5,722,726,761
500,000,000 500,000,000
320,312,450 320,312,450
2,115,993,242 1,897,941,949
2,436,305,692 2,218,254,399
858,521,752 448,747,505
21,094,917 31,686,538
64,396,604 65,974,256
4,803,167 4,878,275
275,318,834 288,210,549
1,224,135,274 839,497,123
1,938,158,489 1,088,931,575
27,658,487 32,324,757
1,860,029,188 1,117,039,706
176,154,964 156,023,610
22,873,711 24,434,897
3,757,652 3,757,652
29,966,045 19,968,245
119,290,919 119,290,919
10,816,202 103,203,878

4,188,705,657

2,664,975,239

7,849,146,623

5,722,726.761

The annexed notes from 1 to 17 form an integral part of these condensed interim financial statements.

by

Chief Executive Officer Chief Financial Officer

AN

/
Director
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Condensed Interim Statement of Profit and Loss

For the period ended March 31, 2018 (Un-Audited)

Half year ended Quarter ended
March 31, March 31, March 31, March 31,
2018 2017 2018 2017
Note Rupees Rupees Rupees Rupees

Turnover - net 2,713,664,216 2,474,872,783 1,584,214,118 1,606,456,989

Cost of sales (2,482,213,094)  (2,058,963,028)  (1,295,005,708)  (1,339,487,647)

Gross profit 231,451,122 415,909,755 289,208,410 266,969,342

Distribution expenses (65,171,008) (30,169,776) (47,611,856) (25,402,222)

Administrative expenses (128,153,439) (124,041,834) (76,982,579) (78,175,619)

Other expenses (18,523,429) (16,859,017) - (9,468,419)

Other income 14 70,699,768 314,186,542 54,854,300 140,734,927

(141,148,108) 143,115,915 (69,740,135) 27,688,667

Operating profit 90,303,014 559,025,670 219,468,275 294,658,009

Finance costs (71,222,661) (80,111,177) (37,726,883) (65,935,991)

Share of profit from associates - net of tax 110,300,745 49,853,423 79,028,117 27,739,344

Profit before taxation 129,381,098 528,767,916 260,769,509 256,461,362
Taxation

- Current (33,386,236) (62,697,478) (21,944,349) (49,622,420)

- Prior - (6,509,331) - (5,758,497)

- Deferred 12,891,715 2,022,703 (53,831,466) 718,178

(20,494,521) (67,184,106) (75,775,815) (54,662,739)

Net profit for the period 108,886,577 461,583,810 184,993,694 201,798,623

Earnings per share- Basic and 3.40 14.41 5.78 6.30

diluted (Rupees)

The annexed notes from 1 to 17 form an integral part of these condensed interim financial statements.

Chief Executive Officer Chief Financial Officer

Mehran Sugar Mills Limited

e

/
Director




Net profit for the period

Other comprehensive income

Items to be classified to profit and loss
account in subsequent periods

Unrealised gain / (loss) on revaluation of
investments — net of tax

Reclassification to profit and loss account for
(gain) / loss upon sale of investments

Total comprehensive income for the period

Half year ended

Condensed Interim Statement of Comprehensive Income
For the period ended March 31, 2018 (Un-Audited)

Quarter ended

March 31, March 31, March 31, March 31,
2018 2017 2018 2017
Rupees Rupees Rupees Rupees
108,886,577 461,583,810 184,993,694 201,798,623
84,230,564 | (115,480,381 | (105,134,841 | ((57,049,877)
24,934,151 | |(84,121,338) 16,827,013 14,666,053
109,164,715 31,359,043 121,961,854  (42,383,824)
218,051,292 492,942,853 306,955,548 159,414,799

The annexed notes from 1 to 17 form an integral part of these condensed interim financial statements.

Chief Executive Officer

by

Chief Financial Officer

AN

/
Director
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Condensed Interim Cash Flow Statement

For the period ended March 31, 2018 (Un-Audited)

Note

CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation

Adjustment for:
Depreciation

Share of profit from associates

Provision for market committee fee

Gain on disposal of fixed assets

loss/(gain) on sale of short term investments

Finance costs

Working capital changes

Gratuity paid
Taxes paid

Finance costs paid

Market committee fee paid

Long term deposits

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Fixed capital expenditure
Investments made during the period — net

Proceeds from disposal of short term investments
Dividend received from associated companies

Proceeds from disposal of fixed assets

Net cash (used in) / generated from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES

Long-term financing — net
Short term borrowings — net
Lease rentals paid

Dividends paid

Net cash generated from financing activities

Net increase / (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end of the period

March 31, March 31,
2018 2017
Rupees Rupees
129,381,098 528,767,916
80,650,649 72,607,231
(110,300,745) (49,853,423)
9,997,800 10,561,982
(2,301,201) (2,235,414)
9,246,165 (252,591,867)
71,222,661 80,111,177
58,515,329 (141,400,314)
(967,747,589)  (4,332,120,268)
(779,851,162)  (3,944,752,666)
(75,108) (301,866)
(48,901,048) (109,935,251)
(75,888,931) (30,217,881)
(1,577,652) (2,180,000)
321,000 (40,000)
(905,972,901)  (4,087,427,664)
(37,908,262) (167,743,537)
(932,326,724) ||(1,632,470,111)
658,798,141 1,917,691,420
124,999,993

2,871,264 3,410,000
(183,565,588) 120,887,772
429,905,601 215,070,979
742,989,482 3,880,330,291
(12,152,806) (16,314,750)
(16,190,650) (120,117,646)
1,144,551,627 3,958,968,874
55,013,138 (7,571,018)
28,761,062 34,438,332
83,774,200 26,867,314)

The annexed notes from 1 to 17 form an integral part of these condensed interim financial statements.

Chief Executive Officer

Mehran Sugar Mills Limited
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income

Balance as at

Condensed Interim Statement of Changes in Equity
For the period ended March 31, 2018 (Un-Audited)

Total
Income

Reserves
Issued, " Unrealised .
subscribed | | Capital arfen ||| SEEnE ) Total -
and paid-up reserve General || U\ ation | 92in/ (loss) [Unappropriated eserves EiEl
capital - Share Reserve of on defined profit
premium investments benefit plan
Rupees
Ealafcslesiay 320,312,450 63,281,250 85,000,000 146,743,887 3,473,393 1,704,604,475 2,003,103,005 2,323,415455
October 01, 2016
Final dividend @ Rs. 2.25
per share for the year - - - - - (72,070,387) (72,070,387) (72,070,387)
September 30, 2016
Interim dividend @ Re. 1.25
per share for the year - - - - = (48,047,259) (48,047,259) (48,047,259)
September 30, 2017
Net profit for the period - - - - - 461,583,810| | 461,583,810 | 461,583,810
Other comprehensive income - - - 31,359,043 - - 31,359,043 31,359,043
foielconnensig - - - 31,359,043 - 461,583,810 492,942,853 492,942,853
Balacelasial 320,312,450 63,281,250 85,000,000 178,102,930 3,473,393 2,046,070,639 2,375,928,212 2,696,240,662
March 31, 2017
320,312,450 63,281,250 85,000,000 86,899,497 2,654,285 1,660,106,919 1,897,941,950 2,218,254,400
October 01, 2017
Net profit for the period - - - - = 108,886,577/ | 108,886,577 | 108,886,577
Other comprehensive income - _ _ 109,164,715| - 109,164,715/ | 109,164,715
- - - 109,164,715 - 108,886,577 218,051,202 218,051,292
Balaceloslal 320,312,450 63,281,250 85,000,000 196,064,212 2,654,285 1,768,993,496 2,115,993,242 2,436,305,692

March 31, 2018

The annexed notes from 1 to 17 form an integral part of these condensed interim financial statements.

Chief Executive Officer

Chief Financial Officer

AN

/
Director
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Condensed Notes to the Financial Statements

For the period ended March 31, 2018 (Un-Audited)

1.  THE COMPANY AND ITS OPERATIONS

Mehran Sugar Mills Limited (the Company) was incorporated in Pakistan as a public limited company on
December 22, 1965 under the Companies Act, 1913 and then under the Companies Ordinance, 1984,
which is now superceded by the Companies Act, 2017. The shares of the Company are quoted on
Pakistan Stock Exchange. The Company is principally engaged in the manufacturing and sale of sugar.
The registered office of the Company is situated at 14th floor, Dolmen City Executive Tower, Marine Drive,
Block 4, Clifton, Karachi. The mill of the Company is located at Distt. Tando Allahyar, Sindh.

These condensed interim financial statements are separate interim financial statements of the Company.
2. 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 which 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 and provisions of and
directives issued under the Companies Act, 2017.

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

3. BASIS OF PREPARATION

These condensed interim financial statements are un-audited but subject to limited scope review by
the statutory auditors as required under Section 237 of the Companies Act, 2017. These condensed
interim financial statements do not include all the information and disclosures required in the annual
financial statements, and should be read in conjunction with the annual financial statements of the
Company for the year ended September 30, 2017.

The figures of the condensed interim statement of profit and loss account for the quarters ended March
31, 2018 and March 31, 2017 and notes forming part thereof have not been reviewed by the statutory
auditors of the Company, as they are required to review only the cumulative figures for the half year ended
March 31, 2018 and March 31, 2017.

4. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies and methods of computation adopted in the preparation of these condensed
interim financial statements are consistent with those followed in the preparation of the Company’s
annual financial statements for the year ended September 30, 2017 except that the Company has adopted
the following amendments to IFRSs which became effective for the current period:

IAS 7 - Statement of Cash flows: Disclosures - Disclosure initiative(Amendment)

IAS 12 - Income Taxes — Recognition of Deferred Tax Assets for Unrealized losses (Amendments)
The adoption of the above amendments to accounting standards did not have any material impact on
these condensed interim financial information of the Company. The Company has not early adopted any
other standard, amendment or interpretation that has been issued by the International Accounting
Standards Board (IASB) but is not yet effective.
In addition to the above, improvements to various accounting standards have also been issued by the
IASB. Such improvements to the standards do not have any material impact on the interim financial

information of the Company.

5. SEASONALITY OF OPERATIONS

The Company's production process is seasonal in nature because of the cultivation and reaping of
sugarcane due to which production is carried out in the first half of the financial year.

Mehran Sugar Mills Limited



Condensed Notes to the Financial Statements
For the period ended March 31, 2018 (Un-Audited)

March 31, September 30,
2018 2017
(Un-audited) (Audited)
Note Rupees Rupees
6. PROPERTY, PLANT AND EQUIPMENT
Operating assets

- Owned 6.1 2,021,864,254 1,903,861,373
- Leased 6.2 79,026,787 88,033,597
2,100,891,041 1,991,894,970
Capital work-in-progress (CWIP) 6.3 43,929,498 196,238,019

2,144,820,539 2,188,132,989

6.1 Operating assets — owned

Book value at the beginning of the period / year 1,903,861,373 1,597,486,768
Additions during the period / year 6.1.1 24,932,336 39,273,005
Transfer from CWIP during the period / year 6.3 165,284,447 401,578,184
2,094,078,156 2,038,337,957

Less:
Disposal during the period / year 390,900 7,147,806
Depreciation charged during the period / year 71,823,002 127,328,778

72,213,902 134,476,584
2,021,864,254 1,903,861,373

6.1.1 Additions during the period / year

Plant, machinery and equipment 12,361,061 26,792,878
Vehicles 1,043,000 2,058,000
Computers 61,300 1,522,487
Electric installation 10,255,844 3,052,383
Air-conditioners and refrigerators 683,130 756,394
Furniture and fittings 100,001 111,500
Factory building - 4,859,863
Office equipment 380,000 103,000
Weighbridge and scales 48,000 16,500

24,932,336 39,273,005

6.2 Operating assets - leased

Book value at the beginning of the period / year 88,033,597 59,915,793
Additions during the period / year — vehicles o 49,417,490
88,033,597 109,333,283

Less:
Disposals during the period / year 796,000 2,215,100
Depreciation charged during the period / year 8,210,810 19,084,586
9,006,810 21,299,686
79,026,787 88,033,597
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Condensed Notes to the Financial Statements

For the period ended March 31, 2018 (Un-Audited)

6.3 Capital work-in-progress

Opening Additions Transfers to Closing
during the operating
balance N . balance
period / year  fixed assets
Rupees
Civil works 46,152,924 3,791,915 (19,389,150) 30,555,689
Plant, machinery and equipment
March 31, 2018 196,238,019 12,975,926  (165,284,447) 43,929,498
September 30, 2017 295,521,966 302,294,237  (401,578,184) 196,238,019
March 31, September 30,
2018 2017
% of (Un-audited) (Audited)
holding Rupees Rupees
7. LONG TERM INVESTMENTS
Subsidiary — unquoted
Mehran Energy Limited
4,000,000 Ordinary shares of Rs. 10 each 100 40,000,000 40,000,000
Associates - unquoted
Unicol Limited
49,999,997 (2017: 49,999,997) Ordinary shares
of Rs. 10 each 33 864,221,949 852,412,955
UniEnergy Limited
1,999,998 (2017: 1,999,998) Ordinary shares
of Rs. 10 each 25 19,905,557 19,925,667
UniFoods Industries Limited
12,720,000 (2017: 7,200,000) Ordinary shares
of Rs. 10 each 24 94,049,597 65,337,729
978,177,103 937,676,351
1,018,177,103 977,676,351
8. STOCK-IN-TRADE
Manufactured sugar
- Work-in-process 40,087,287 | 2,519,343
- Finished goods 2,763,921,702 1,202,937,630
2,804,008,989 1,205,456,973
Molasses 45,769,613 -
Baggasse 19,250,000

2,869,028,602 1,205,456,973
9. SHORT-TERM INVESTMENTS

Held to maturity
Term deposit certificates 3,300,000 3,300,000

Available for sale
Listed equity securities 1,145,266,381 827,019,250
1,148,566,381 830,319,250

Mehran Sugar Mills Limited



10.

11.

12.

121

13.

13.1

Condensed Notes to the Financial Statements
For the period ended March 31, 2018 (Un-Audited)

LONG TERM FINANCING - secured

There is no change noted in the terms and conditions of long term financing as disclosed in the Company’s
annual audited financial statements for the year ended 30th September 2017, except that during the
current period, the Company has obtained additional long term loan facility from a commercial bank
amounting to Rs. 500 million. The facility carries a markup rate of 3 months’ KIBOR plus 0.4% per annum
repayable in sixteen equal quarterly installments commencing from September 2018 and is secured first
pari passu hypothecation Company’s fixed assets.

PROVISION FOR QUALITY PREMIUM

Under the Sugar Factories Control Act, 1950 (SFC Act), every sugar mill in Sindh is required to pay quality
premium to cane growers at the rate of 50 paisa per 40 Kg cane for each 0.1 percent of excess sucrose
recovery above the benchmark of 8.7 percent.

The Company had challenged the levy of quality premium before the Sindh High Court (SHC) under
Section 16(v) of the Act along with other sugar mills of Sindh, however, the matter was decided against
the Company via a Judgment of SHC dated 27 March 2003. Thereafter, the Company filed an appeal with
Honorable Supreme Court of Pakistan (SCP) which initially granted stay to the Company, while admitting
the appeal against the impugned judgment of SHC. Since the matter was under litigation, however, the
Company has recorded full provision for quality premium for years 1999 till 2008, as a matter of prudence.

Based on the verdict issued by the SCP dated 05 March 2018 and advice from the legal advisor of the
Company, the Company is of the view that since no valid notification for quality premium under section
16(v) could have been issued by the Provincial Government, no liability for payment of quality premium
has arisen between the crushing season 1998-1999 till the date of the Judgement. However, as a matter
of abundant precaution, the Company has not reversed this provision until further clarification from the
Provincial Government.

March 31, September 30,
2018 2017
(Un-audited) (Audited)
Rupees Rupees
SHORT-TERM BORROWINGS - secured
Short term running finances 4,529,188 182,539,706
Short term finance 1,855,500,000 934,500,000

1,860,029,188 1,117,039,706

There is no change in the terms and conditions of the short term running finances and short term finance
facility as disclosed in the annual audited financial statements of the Company for the year ended 30
September 2017 except for a new short term finance facility obtained from a local commercial bank
amounting to USD 10 Million with a markup of 6 months LIBOR + 0.25%. The facility is secured by pledge
of sugar stocks, Hypothecation charges on fixed assets and Mortgages of the Company.

CONTINGENCIES AND COMMITMENTS

Contingencies

()  Contribution demanded by SESSI amounting to Rs.3.28 million, for the period July 1987 to August
1990, had been disputed by the Company. The case is currently pending decision before the
Court. The Company and its legal counsel are hopeful for a favorable outcome of the case and
hence, no provision has been made against the above demand in these condensed interim financial

statements.

(i) DGDP’s risk purchase claim amounting to Rs. 38.58 million, was disputed by the Company on

Half Yearly Report March 2018
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Condensed Notes to the Financial Statements

For the period ended March 31, 2018 (Un-Audited)

(il

(iv)

(vi)

(vil)

the grounds that the goods were delivered in time, however, the DGDP failed to lift the goods
thereby indulging in breach of the contract. DGDP also withheld tender money paid by the Company
amounting to Rs. 8.19 million during the year 1995 and 1996. The Company filed a counter claim
of Rs. 25.81 million against the said breach of contract. The said cases are pending before the
Honorable Supreme Court of Pakistan and the Honorable Lahore High Court. The management and
legal counsel of the Company are confident that no liability will arise in respect of the risk purchase
claim, and hence no provision has been made for the same in these condensed interim financial
statements

The Company filed an appeal before the Court and was granted a stay against the order of Customs,
Excise and Sales Tax Appellate Tribunal, Karachi, upholding allegation of non-payment of sales
tax on advances etc., amounting to Rs. 11.087 million. Based on the advice of the tax advisor,
the management is confident of a favorable outcome and hence, no provision is made in these
condensed interim financial statements.

The Company has filed an appeal before Customs, Excise and Sales Tax Appellate Tribunal, Karachi,
which is pending for hearing, against the order of the Deputy Collector, Collectorate of Customs,
Excise and Sales Tax (Adjudication), Hyderabad to pay off alleged demand of Rs. 10.07 million
along with additional tax and penalty. Based on the advice of the tax advisor, the management
is confident of a favorable outcome and hence, no provision has been made in these condensed
interim financial statements.

Pakistan Standards and Quality Control Authority (PSQCA) had demanded a fee payment at the rate
of 0.1 percent of ex-factory price for the year 2008-09 amounting to Rs.2.2 million. The Company
is of the view that demand notifications so raised are without any lawful authority under the PSQCA
Act-VI of 1996 and are in violation of the constitution. Based on the advise of the legal advisor,
the management is confident that it would not be liable to pay the said marking fee and hence no
provision is made in these condensed interim financial statements

The Company filed an appeal before the Commissioner Appeals against the order of the Deputy
Commissioner Enforcement and Collection whereby sales tax liability along with penalty amounting
to Rs.18 million has been established for claiming inadmissible input tax adjustment. During the
current year, the Commissioner Appeals has remanded back the case to Deputy Commissioner
Enforcement and Collection which is pending for hearing. Based on the advice of the tax advisor,
the management is confident of a favorable outcome and hence, no provision is made in these
condensed interim financial statements.

Represents down payment made in respect of purchase of Thatta Sugar Mills (the Mill) and other
costs incurred in running the Mill from November 1992 up to July 1993, when the Mill was forcibly
taken over by the Government of Sindh (GoS) without paying any amount. The Company filed a law
suit for Rs. 166 million being the amount of down payment, expenses incurred (including payment to
workers) and loss of profits. The GoS made a counter claim of Rs.402 million against the Company.
The case is currently pending in the Honorable High Court of Sindh (the Court) for recording of
evidences. While the Company’s suit for recovery of compensation is pending in the Court, the
GoS invited bids for the sale of the Mill through Sindh Privatization Commission but it could not
succeed. The GoS is now trying to privatize it through the Federal Privatization Commission. The
representative of the GoS has also admitted the fact that the Mill was taken over by the GoS
without making any payment to the Company. However, the Company has made provision against
the aforesaid receivable of Rs. 42.510 million as a matter of prudence and the fact that the debt is
outstanding for a considerable period.

Mehran Sugar Mills Limited



13.2 Commitments

14.

15.

Capital commitments

Commitments in respect of equity investment in an associate
Commitments in respect of operating lease rentals for farms

Commitments in respect of finance lease obligation for vehicles

OTHER INCOME

Condensed Notes to the Financial Statements
For the period ended March 31, 2018 (Un-Audited)

March 31, September 30,
2018 2017
(Un-audited) (Audited)
Rupees Rupees
165,190,000 49,885,762
48,800,000 838,000,000
21,703,500 5,622,750
43,968,628 56,121,435

Includes exchange gain amounting to Rs. 38.7 million (2017: Rs. 4.1 million) and income from sale of
electricity to HESCO amounting to Rs. 18 million (2017: Rs. 21.2 million).

WORKING CAPITAL CHANGES
(Increase)/decrease in current assets

Biological assets

Stores and spare parts

Stock-in-trade

Trade debts

Loans and advances

Trade deposits and short-term prepayments
Other receivables

(Decrease) / increase in current liabilities

Trade and other payables
Sales tax and federal excise duty payable

March 31, March 31,
2018 2017
(Un-audited) (Un-audited)
Rupees Rupees

13,048,897 34,634,084
(15,792,364) (8,973,259)
(1,663,571,629) (3,928,163,865)
(116,097,391) (219,931,344)
65,207,705 52,914,149
(21,774,158) (26,287,218)
(1,798,537) 559,076
(1,740,777,477) (4,095,248,377)

865,417,564 (237,459,077)

(92,387,676) 587,186
773,029,888 (236,871,891)
(967,747,589)  (4,332,120,268)
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Condensed Notes to the Financial Statements

For the period ended March 31, 2018 (Un-Audited)

16. TRANSACTIONS WITH RELATED PARTIES

The related parties include group companies, associated companies staff retirement funds and key
management personnel. Details of transactions with related parties during the period other than
disclosed elsewhere in the condensed interim financial information, are as follows:

March 31, March 31,
2018 2017
(Un-audited) (Un-audited)
Rupees Rupees
Associates
Sales 249,656,531 393,361,648
Expenses shared 555,524 523,278
Donations paid 8,200,000 5,000,000
Key management personnel
Salaries and allowances 35,406,000 37,467,156
Bonus 10,952,415 16,402,524
Retirement benefit plans
Contribution to Provident Fund 2,317,143 2,431,506

17. GENERAL

These condensed interim financial statements have been authorised for issue on May 30, 2018 by the
Board of Directors of the Company.

oy P

Chief Executive Officer Chief Financial Officer Director

Mehran Sugar Mills Limited



NOTES




NOTES




Koy foatures:

R Licenmed Entities Verilicatkon

7 Scam metars

ay Jamapunii games®

B Tax credl calculnion
 Company Yorfication

B Insurancos & Investmont Shooiklist
w FADS Answaornsd

Jama
Punii

FLUBN P Preamey i

Learn about investing at
www. jamapuniji.plk

Siock rading simulaior
(buaiad an live fead from KSE)

Knowiasdge canlearn
Rink profiler
Financial calculmior

Subscription o Alerts (evont
Nofealions, Corpormts mno
ragulaiory acthons)

B Jamapunji npplicaton for
ek cdanwicn

A Cwnline Cuizzos

BFEEEL &

Lil -
e ok Warrareurgl ke

B T T ey



Executive Tower, Dolmen City,

14th Floor, Block-4,

Marine Drive, Clifton,
Karachi-75600
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