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VISION, MISSION & VALUES

To gain and maintain leadership in the industries it competes in by
producing the best quality products with lowest possible cost.

To give the best returns to shareholders by optimal allocation of
resources to the products and markets the company competes in.

To provide the best value products and services to its customers
through investment in technology, human resources, operational
systems and processes.

To provide the best working environment to its employees and provide
opportunities to them for enhancing their skills.

To work with its farmers, suppliers and distributors as partners
developing their expertise and profitability.

To pursue environment friendly policies and effectively and efficiently
use all energy resources aiming for zero waste and a clean healthy
environment in its vicinity.

To be a socially responsible corporate citizen supporting education,
health, environment and socio economic development of the society.
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SHAREHOLDERS' INFORMATION

Stock Exchange Listing

Shakarganj Limited is a listed company and
its shares are traded on the Pakistan Stock
Exchange. Daily quotes on the Company’s
stock can be obtained from leading
newspapers. Shakarganj is listed under ‘Sugar
& Allied Industries

Public Information

Financial analysts, Stock brokers,
interested investors and financial
media desiring information about
“Shakarganj” should contact

Mr. Asif Ali

at the Company’s Office, Jhang.
Tel: 047 763 1001 - 05

Fax: 047 763 1011

E-mail: info@shakarganj.com.pk

Shareholders’ Information

Inquiries concerning lost stock

certificates, dividend payment,

change of address, verification of

transfer deeds and share transfers

should be directed to CorpTec Associates (Pvt)
Limited, Share Registrar of the Company at
Lahore.

Tel: 042 3517 0336 -7

Fax: 042 3517 0338

E-mail: info@corptec.com.pk

Products

. Sugar

. Bio Fuel

. Bio Power

. Building Materials
. Yarn

. Tiger Compost
Legal Advisor

Hassan & Hassan Advocates, Lahore

Auditors

KPMG Taseer Hadi & Co.
Chartered Accountants

Bankers

MCB Bank Limited
National Bank of Pakistan
Bank Islami Pakistan Limited

Works
Principal Facility

Management House

Toba Road, Jhang, Pakistan

Tel: 047 763 1001 - 05

Fax: 047763 1011

E-mail: info@shakarganj.com.pk

Satellite Facility

Management House

63 km, Jhang Sargodha Road
Bhone, Pakistan

Tel: 048 688 9211 - 13

Fax: 047 763 1011

Website

www.shakarganj.com.pk
Note: This Report is
available on Shakarganj website.

Registered and Principal Office

10t Floor, BOP Tower,
10-B Block E 2, Gulberg IlI,
Lahore, Pakistan

Tel: 042 3578 3801- 06
Fax: 042 3578 3811

Karachi Office

12" Floor, Sidco Avenue Centre,
264 R.A. Lines, Karachi, Pakistan
Tel: 021 3568 8149
Fax: 021 3568 0476

Faisalabad (ffice

Nishatabad, New Lahore Road,
Faisalabad, Pakistan

Tel: 041 875 2810

Fax: 041 875 2811

Share Registrar

CorpTec Associates (Pvt) Limited
503-E, Johar Town, Lahore

Tel: 042 3517 0336 -7

Fax: 042 3517 0338

E-mail: info@corptec.com.pk
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COMPANY PROFILE

Shakarganj Limited was incorporated in
Pakistan in 1967 as a Public Limited Company
and is listed on the Pakistan Stock Exchange.
Shakarganj is a leading manufacturer of food
products, bio fuel and building materials as
well as textiles. We transform renewable crops
such as sugarcane and cotton into value added
products comprising refined sugar, textiles,
bio fuel and building materials in addition
to generating bio power from biogas. The
Company has two manufacturing facilities
in Jhang District. Our registered office is in
Lahore.

Shakarganj Limited, through its interest in
Shakarganj Food Products Limited, is also
active in production of dairy and fruit products.

Sugar Business:

We have two manufacturing facilities, located
in District Jhang. We produce different types
of sugar comprising pharmaceutical, beverage
and commercial grades sugar as well as soft
brown sugar, castor and icing sugar, sugar
cubes, sachets and retail packs.

Our combined crushing capacity is of 20,000
MT of sugarcane per day which is extendable
to 32,000 MT per day.

Bio Fuel Business:

We have distilleries located at Jhang and
Bhone where various grades of bio fuel are
produced. Our products include rectified bio
fuel for industrial and food grades, anhydrous
bio fuel for fuel grade and extra neutral bio fuel
for pharmaceutical and perfume grades. The
combined capacity of our distilleries is 280,000
- 300,000 litres per day.

Bio Power Business:

Biogas power generation facility is located
at Jhang. This facility comprises an Effluent
Treatment Plant (ETP) and a Power Generation
Facility. ETP operations involve biological
treatment of distillery waste to produce
methane and a biological de-sulphurization
plant to remove sulphur from the methane
gas. This gas is then used in the power house
to produce electricity which is sold to a utility
company on the national grid. The present
capacity of this plant is 8 megawatts.

Building Materials Business:

Our Building Materials Division is located at
Jhang facility, with a capability to produce
12 x 4 feet sheets of particle board of varying
thickness. Our daily production capacity is 30
cubic metres.

Textile Business:

Located at Jhang, this cotton spinning unit
produces carded cotton yarns ranging from
10/s to 30/s and doubled cotton yarn ranging
from 8 to 15 TPI. The installed capacity is 25,856
spindles for cotton spinning and 2,304 spindles
for doubling.

Farming & Allied Business:

This comprises different parcels of land
mainly located at Jhang Division nearby our
manufacturing facilities. Total area under
cultivation is 1,285 acres which is owned land.
The main crops include sugarcane, wheat,
gram, maize, fodder and seasonal vegetables.
A dairy farm located at Jhang has been
developed, with a herd of 150 milking and
fattening cattle. Small herd of rams and bucks
for fattening purpose has also been developed.

Shakarganj has also launched a new product in
the area of non chemicals fertilizers under the
brand name of “Shakarganj Tiger Compost”.
The product as organic fertilizer has been
developed using aerobic decomposition
process with addition of standardized
microbial culture in filter cake. The compost
is a rich source of organic matter, with macro
and micro nutrients to help improve soil is
very useful for better growth, yield and quality
of all field crops in general and specifically for
sugarcane. This is at its initial stage and would
grow up in the farmer’s community with the
practical exposures.

Business Vision and Strategy:

Shakarganj's vision is to create country’s
leading renewable ingredients business. We
aim to achieve this by building a consistent
portfolio of distinctive, profitable, high-
value solutions in products and services for
our customers. Shakarganj is committed to
provide long-term value for our shareholders.
Our strategy is to build a stronger value added
business with a low-cost commodity base.
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We focus on five key business objectives to
deliver consistent growth.

- Serve our Customers:

Delivering excellent customer service is at the
core of everything we do. Our aim is to be the
partner of choice in our customers’ processes
and to help them develop more successful
consumer products.

- Operate Efficiently and Safely:

We aim to be the lowest-cost and most
efficient producer in all our markets. Through
our expertise in high-volume process
management, our focus is on technical and
manufacturing excellence and the efficient use
of services such as logistics and utilities. We are
continually working to improve operational
efficiency and strive to ensure safe and healthy
conditions for everyone at our sites.

- Invest in Long Term Assets and Partnerships:

We  continually  evaluate  investment
opportunities that would add strategic value
by enabling us to enter new markets or add
products, technologies and knowledge more
efficiently than we could organically. We also
aim to grow our business by forming joint
ventures and partnerships to enhance the
capabilities of our existing product portfolio.
Using alliances and joint ventures can be an
efficient way to lower our cost of investing in
new areas and markets, and will help secure
access to new and complementary technology
and expertise.

- Invest in Technology and People:

We are investing in our research and
development capabilities to help wus in
developing innovative solutions that meet our
customers’ product challenges. We are also
complementing our own capabilities through
business and technology partnerships, and
university collaborations. To develop talent,
improve leadership and help our employees
succeed, we operate various programs
designed to ensure the right skills at all levels
to grow our business.

- Grow the Contribution from Value Added Products:

We are committed to grow the contribution
from our value added products. Value added
products utilize technology and intellectual
property enabling us to obtain a price premium
along with sustainable and/or higher margins.
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DIRECTORS REVIEW

| am pleased to present you the un-audited
condensed interim financial information of
the Company for the first quarter ended 31
December 2016.

Financial and Operational Performance:

Summary of operating performance:

During the period under review, sugar
division perform well and the Company
earned an after tax profit of Rs. 102.06 million
as compared to after tax profit of Rs. 116.73
million in Q1FY2016. Overall financial results
of the Company were better, yet bio fuel
division was trying to get the momentum as
export would be started from next month.
Sugarcane crushing was improved by more
than 260% during the period under review
and with better sugar selling price, our
Sugar Division achieved Rs. 107.62 million
operational profits. Crushing season was
started with positive note earlier by half of
month as to the last season however some
trade off in recovery may arise due to early
start up which is likely to be compensated
by higher production.

Initial survey for the sugarcane crop
indicates that sugarcane output is expected
to remain better and with this forecast
we anticipate that the overall crushing
would be far better than last year. Higher
international and subsequent domestic
sugar prices have meant that the industry
can make timely payments to the growers.
Sugar prices have shown steady upward
trend and we continue to sell on regular
basis and this policy is expected to improve
and overcome liquidity problem as well
as timely payments to growers. In bio fuel
business, during last couple of years, due
to worldwide doldrums the price of bio fuel
showed a declining trend however, recently
some improvements has been witnessed

and we hope that like sugar business, your
Company would also be able to capture the
momentum in bio fuel business and with
the help of better environments we would
be able to back on track.

Business Segments:

Sugar Division:

Our Sugar Division crushed 552,132 MT of
sugarcane and produced 46,205 MT of sugar
at an average recovery of 8.79 percent. This
was an overall increase of 237% in sugar
production compared to same period last
year when we produced 13,706 MT of sugar
from 152,775 MT of sugarcane at a sugar
recovery of 9.97 percent. Management is
trying to achieve highest level of crushing
as well as production by maximizing good
quality sugarcane procurements.

Bio-Fuel Division:

Shakarganj was compelled to close its
bio-fuel and alternate energy plants in
fiscal year 2016 as mentioned in our last
annual review. Bio fuel plants were again
started production however still getting
momentum and export would be started
within couple of weeks and we are hopeful
that by covering-up liquidity problems,
sufficient raw material would be managed.
During the period under review, this division
produced 1.75 million litres as compared
to 2.05 million litres in the corresponding
period last year. Company would meet the
production targets in bio fuel business and
would again become the best exporter of
bio fuel products. Management is striving
hard to acquire molasses at reasonable
cost to create enough margins for healthy
bottom lines.
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Bio-Power Division:

The Bio-Power Division was not operated
and bio power generation remained nil
(1QFY16: nil) due to closure of bio fuel
plants and lower price paid for bio power
by FESCO as opposed to utilizing the biogas
in our boilers. In view of heavy repair &
maintenance involved in restarting the
activities in this business, the Company
would reconsider the operations in case of
margins available.

Building Materials Division:

In view of depressed selling prices of
particle board and non availability of surplus
bagasse, this division was closed last year.
However, now in view of some improvement
in the prices, the production is expected to
start from next month as the management is
planning to use surplus bagasse for building
material business.

Textile Division:

Yarn production at our Textile Division
increased to 0.92 million kg in the period
under review, in comparison to 0.76 million
kg in Q1FY2016. Although yarn prices are
expected toincrease in line with raw material
costs, the loss of production due to irregular
supply of electricity and long shut downs is
hampering the productivity of this division.
However, our this business is expected to
bailout from the present hardship being
faced, by improving electricity supply to
the manufacturing operation and better
marketing of yarn to achieve rational in
revenue.

Future Outlook:

Pakistan’s economic turnaround continues,
achieving its highest growth rate in the last
eight years and inflation has fallen to its
lowest level in decades and is expected to
remain below the target. National economy
is expected to grow up rapidly and recently
the national equity market outperformed
regional giants like India and China crossing
the 48,000 points mark and remained at
5th worldwide. This rise is mainly driven by
projects under China Pakistan Economic
Corridor (CPEC) as well as positive policies
by the government at both national and
provincial levels. Projects under CPEC are
expected to substantially increase power
generation in the country enhancing growth
in industry as well as service sector.

Al these factors as discussed above
would also impact the Company financials
positively and management would try its
best to achieve better results in all segments
especially where margins are available. The
management is confident for significant
improvements in the sugar and bio fuel
businesses in next nine months of fiscal year
2017 with special concentration on its bio
fuel business as well as current sugar season.
The future outlook of the distillery depends
on contiguous availability of good quality
molasses and management is striving
hard to add up in its molasses pool, a bulk
quantity of molasses at reasonable cost to
create enough margins for healthy bottom
lines. After restarting of bio fuel operations,
CO2 operations would also be expected to
start in next month.
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The textile division expected to remain
under pressure due to phenomenal increase
in cotton prices and shortage in cotton
production in the country. Although yarn
prices are expected to increase in line with
raw material costs, the loss of production
due to irregular supply of electricity from
WAPDA and long shut downs is seriously
hampering the productivity of this division.
However, our this business is expected to
bailout from the present hardship being
faced, by improving electricity supply to
the manufacturing operation and better
marketing of yarn to achieve rational in
revenue.

As explained in our last annual report,
the Company has been in a tight liquidity
position since 2009. During the period
under review, the Company has again
requested its lenders for working capital
lines for financing of its operations in Fiscal
2017. Negotiations with the Company
lenders are being successfully finalized as
fully explained in note 1.2 to the attached

condensed interim financial information.The
Company believes that there is no doubt on
its ability to continue as a going concern as
it proved in sugar business revival and it has
adequate operating capabilities to continue
operations for the foreseeable future. The
steps taken by the management so far and
those planned for the future are explained in
Note 1.2 of the annexed condensed interim
financial information.

On behalf of the Board

%W%

Anjum M. Saleem
Chief Executive Officer

Date: 31 January 2017
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CONDENSED INTERIM BALANCE SHEET

As at 31 December 2016 (Un-Audited)

Note December September
2016 2016
(Un-audited) (Audited)
(Rupees in thousand)

EQUITY AND LIABILITIES
Share capital and reserves

Authorized capital
150,000,000 (September 2016: 150,000,000)

ordinary shares of Rs. 10 each 1,500,000 1,500,000

50,000,000 (September 2016: 50,000,000)
preference shares of Rs. 10 each 500,000 500,000
2,000,000 2,000,000

Issued, subscribed and paid up capital
110,000,002 (September 2016: 110,000,002)

ordinary shares of Rs 10 each 1,100,000 1,100,000
Equity portion of director loan - net of tax 54,811 57,205
Reserves 911,185 906,114
Accumulated loss (1,846,242) (2,034,861)

219,754 28,458

Surplus on revaluation of property, plant and
equipment - net of tax 4,858,610 4,942,775

Non-current liabilities

Long term finances 7 469,899 491,213
Deferred taxation 794,492 810,042
1,264,391 1,301,255

Current liabilities

Current portion of long term liabilities 103,091 147,543
Short term borrowings 8 1,754,954 969,199
Trade and other payables 3,404,504 3,232,021
Accrued finance cost 109,454 218,545

5,372,003 4,567,308
Contingencies and commitments 9

11,714,758 10,839,796

The annexed notes from 1to 22 form an integral part of this condensed interim financial information.

W% 7 4 e

hief Executive Chairman - Chief Financi
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Note December September
2016 2016
(Un-audited) (Audited)
(Rupees in thousand)

ASSETS

Non-current assets

Property, plant and equipment 10 8,843,467 8,987,560
Intangible assets 640 685
Biological assets 7,692 7,734
Investments 11 1,011,810 954,356
Employees’ retirement benefits 38,927 38,927
Long term loans, advances and deposits 36,531 36,531

9,939,067 10,025,793

Current assets

Biological assets 15,374 13,718
Stores, spares and loose tools 84,707 70,879
Stock-in-trade 12 1,141,727 347,650
Trade debts 9,772 13,154

Loans, advances, deposits, prepayments and
other receivables 375,636 349,962
Cash and bank balances 13 148,475 18,640
1,775,691 814,003

11,714,758 10,839,796

WJ ~—7 & e

hief Executive Chairman - Chief Financi‘ Officer
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CONDENSED INTERIM PROFIT AND LOSS ACCOUNT

For the First Quarter Ended 31 December 2016 (Un-Audited)

December December
2016 2015
Note (Rupees in thousand)

Sales - net 14.1 2,579,892 598,366
Cost of sales 14.2 (2,441,027) (651,587)
Gross profit / (loss) 138,865 (53,221)
Administrative expenses (59,374) (53,511)
Distribution and selling costs (6,118) (10,897)
Other operating expenses (15,404) (10,533)
Other income 15 36,923 197,805
Profit from operations 94,892 69,643
Finance cost (35,000) (41,464)
Share of profit from associates 72,086 86,471
Profit before taxation 131,978 114,650
Taxation
- Company (10,215) 14,605
- Associates (19,703) (12,521)

(29,918) 2,084
Profit for the period 102,060 116,734
Basic earnings per share Rupees 17 0.93 1.68
Diluted earnings per share Rupees 17 0.93 1.55

The annexed notes from 1 to 22 form an integral part of this condensed interim financial information.

W — G i

hief Executive Chairman

—

Chief Financi
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CONDENSED INTERIM STATEMENT OF COMPREHENSIVE INCOME

For the First Quarter Ended 31 December 2016 (Un-Audited)

December December
2016 2015
(Rupees in thousand)
Profit for the period 102,060 116,734

Other comprehensive income for the period

Items that are or may be reclassified to profit or loss account:

Fair value gain on‘available for sale’investments 5,071 123,723

Share of other comprehensive income of associates - 75

Items that will never be reclassified to profit or loss account:

Remeasurement gain on employee retirement benefits - -

Total comprehensive income for the period 107,131 240,532

The annexed notes from 1to 22 form an integral part of this condensed interim financial information.

/}Wf —~7 G Cre -

hief Executive Chairman Chief Financi ‘ Officer
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CONDENSED INTERIM CASH FLOW STATEMENT

For the First Quarter Ended 31 December 2016 (Un-Audited)

December December
2016 2015
Note (Rupees in thousand)

Cash flows from operating activities
Cash used in operations 18 (457,794) (145,025)
Finance cost paid (132,991) (18,979)
Taxes paid (15,829) (45,404)
Employees’ retirement benefits paid = (4,234)
Net cash used in operating activities (606,614) (213,642)
Cash flows from investing activities
Fixed capital expenditure (14,283) (1,041)
Proceeds from sale of live stock - 318
Dividends received 360 -
Income from bank deposits received 5 5
Proceeds from sale of property, plant and equipment 35,100 5,509
Net cash generated from investing activities 21,182 4,791
Cash flows from financing activities
Repayment of long term borrowings (70,488) (313,084)
Short term borrowings - net 785,755 517,319
Net cash generated from financing activities 715,267 204,235
Net (decrease) / increase in cash and

cash equivalents 129,835 (4,616)
Cash and cash equivalents at beginning

of the period 18,640 1,528,456
Cash and cash equivalents at end of the period 13 148,475 1,523,840

The annexed notes from 1 to 22 form an integral part of this condensed interim financial information.

W”: 7 G e

hief Executive Chairman

—
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NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

For the First Quarter Ended 31 December 2016 (Un-Audited)

1.1

1.2

The Company and its operations

The Company isincorporated in Pakistan and is listed on Pakistan Stock Exchange. Itis principally
engaged in manufacture, purchase and sale of sugar, bio fuel, building materials, yarn (textile)
and engaged in generation and sale of electricity (bio power). The Company has its principal
manufacturing facilities at Jhang and satellite manufacturing facilities at Bhone. The registered
office of the Company is situated at 10th floor, BOP tower, 10-B, Block E-2, Main Boulevard,
Gulberg-lll, Lahore.

Going concern assumption

The Company has been facing liquidity crunch for the last few years. During the current
period, the liquidity position was improved significantly resulting in higher level of sugarcane
procurement and consequent higher level of crushing. Due to the improvements of operations
and liquidity scenario, the Company has earned a net profit of Rs. 102 million during the
first quarter of fiscal year 2017. However, due to losses as mentioned in last annual financial
statement, as at the reporting date the current liabilities of the Company have exceeded its
current assets by Rs. 3,596 million (30 September 2016: Rs. 3,753 million).

During the period the Company has crushed 0.56 million tonnes (31 December 2015: 0.16
million tonnes) of sugarcane and produced sugar of 46,205 tonnes (31 December 2015: 13,706
tonnes) at an average recovery of 8.79% (31 December 2015:9.97%). Further 1.75 million litre
(31 December 2015: 2.05 million litre) of bio fuel was produced during the period.

Long term loans over-due as of 31 December 2016 amount to Rs. 6.14 million alongwith over-
due accrued markup of Rs. 76.85 million.

The management is confident of the Company’s ability to continue as a going concern based
on its concerted effort to re-profile borrowings and utilization of improved liquidity in cost
efficient operational levels of cane crushing and bio fuel manufacturing.

The steps taken by management up till now and planned in future are as follows:

To-date out of total over-due finances, the Company has repaid the bridge finance and other
over-due borrowings through utilization of cashflows from operational results and sale of
certain assets of the Company, namely, Sugar Unit at Dargai Shah, power division at Dargai
Shah, disposal of certain investments (Safeway Fund Limited, Safeway Mutual Fund Limited,
Asian Stocks Fund Limited, Crescent Jute Products Limited, Altern Energy Limited and Crescent
Steel and Allied Products Limited) and partial disposal of agricultural land.

The Company has also entered into agreement for sale of carbon dioxide (CO2), produced as
a by-product of bio fuel manufacturing process and sales of CO2 are expected to start in next
quarter.

During the last year, further equity amounting to Rs. 404.76 million has been injected through
issuance of right shares and as explained in notes, the same was utilized for redemption of
preference shares and outstanding preference dividend. Further, during last year Rs. 240 million
has also been given as interest free long term loan by Executive Director of the Company. Both
these injections impact positively toward liquidity scenario.

The Company, in its efforts to re-profile its borrowings, continued the process of negotiations
with its lenders seeking short term financing facilities for operational liquidity and relaxation
in payments of its existing loans.
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Long term financing - secured

During the last year, restructuring for the outstanding over-due finances with National Bank
has been completed and long term loans and accrued markup amounting to Rs. 481 million
and Rs. 348.83 million has been converted into a new long term of Rs. 312.5 million and Rs.
122.88 million. The Company requested its lenders for restructuring of over-due balances
including mark-up to term borrowings under reduced and/or non-mark-up arrangements.
The Company has in current and prior periods successfully restructured/rescheduled various
loans amounting to Rs. 2,105 million with respective lenders (including term finance certificate
holders), out of which Rs. 1,688 million has been repaid as of 31 December 2016 and as of
this date all over-due finances of the Company have been successfully restructured. Further
over-due principal and markup of Faysal Bank Limted under PPTFC (individual term finance
certificate holder) amounting to Rs. 58.20 million and Rs. 66.58 million has been paid during
period under review.

Short term financing- secured

The Company has negotiated with its lenders for short term secured financing for operational
liquidity and as at 31 December 2016 working capital lines of Rs 1,400 million are availed from
a number of banks of which Rs. 1,292 million has been utilized. These facilities have been
obtained against pledge of Sugar / Molasses / Bio fuel at margin ranging from 10% to 15%
and have resulted in operational liquidity support in the current period.

During the period, the Company has again requested its lenders for working capital lines for
financing of its operations in fiscal year 2017 against pledge of stocks of sugar, molasses and
bio fuel. The crushing season has been started with very positive note and we are hopefull to
achieve the targets.

This condensed interim financial informaiton has been prepared on a going concern basis
based on management’s expectation that it will continue to be supported by the lenders for
operational liquidity and will utilize such funds to increase its operations and generate positive
operational results. The condensed interim financial informaiton consequently, do not include
any adjustments relating to the realisation of its assets and liquidation of any liabilities that
might be necessary should the Company be unable to continue as a going concern.

Basis of preparation and statement of compliance

This condensed interim financial information is un-audited and has been prepared in accordance
with approved accounting standards as applicable in Pakistan for interim financial reporting. The
disclosures in this condensed interim financial information does not include all the information
reported for full annual financial statements and should be read in conjunction with the annual
financial statements for the year ended 30 September 2016.

This condensed interim financial information is being submitted to the shareholders as required
by section 245 the Companies Ordinance, 1984.

Significant accounting policies
The accounting policies adopted for the preparation of this condensed interim financial

information are the same as those applied in the preparation of preceding annual published
financial statements of the Company for the year ended 30 September 2016.



]8 | Shakarganj Limited

4. Estimates & Judgments

Estimates and Judgments made by the management in the preparation of the condensed
interim financial information are the same as those applied in the preparation of the preceding
annual published financial statements of the Company for the year ended 30 September 2016.

5. Risk management policies

Risk management policies are consistent with those disclosed in the financial statements for

the year ended 30 September 2016.

6. Taxation

The provision for taxation for the period ended 31 December 2016 has been made on an

estimated basis.

7. Longterm finances
Under interest/markup arrangements:

Long term loans - secured
- Interest bearing
- Interest free

7.1

Redeemable capital
- Preference shares (non-voting) - unsecured
- Term finance certificates (non-voting) - secured

Loan from director 7.3

Less: transferred to current maturity
- Long term loans - secured
- Redeemable capital - preference shares
(non-voting) - unsecured
- Redeemable capital - term finance
certificates (non-voting) - secured

7.2

December

2016

September

2016

(Rupees in thousand)

312,650 312,650
90,417 101,043
403,067 413,693
: 58,20(;

= 58,200

169,923 166,863
572,990 638,756
(103,091) (89,343)
= (58,200)
(103,091) (147,543)
469,899 491,213
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711

7.2

7.3

During the last year, the Company has executed a restructuring arrangement for the settlement
of their outstanding exposure with National Bank of Pakistan. As per the arrangement, the
principal overdue under demand finances amounting to Rs. 481 million has been rescheduled
to a term loan repayable in five years with an upfront deposit of 35% of the overdue principal
amount and at 100bps over 3 months Kibor (previously 200bps to 300bps over Kibor). The
total markup payable under the overdue demand finances (frozen markup) was Rs. 348.83
million out of which Rs. 189.05 million has been restructured to an interest free term loan
repayable in five years with an upfront deposit of 35% of the restructured markup amount.
The remaining overdue markup of Rs. 159.78 million has been waived off by the bank and
recognized as income in profit and loss account. Further the export refinance working capital
line has also been renewed up-to Rs. 300 million after an upfront deposit of 35% of outstanding
principal and markup. As per the restructuring arrangement, an event of default will occur
if the Company fails to make any repayment under the arrangement and the bank shall be
entitled to cancel this arrangement and recover all the liabilities outstanding without any
further notice.

The frozen markup restructured to an interest free loan has been recognized at amortized cost
using discount rate of 7.49%. The resulting change has been recognized in the profit and loss
account.

Note December September
2016 2016
(Rupees in thousand)

As at 01 October 7.1.1 101,043 -

Interest free loan - 122,883

Present value adjusted on initial

recognition of loan - (21,170)

Notional finance cost 1,662 5,474

Payment made during the period / year (12,288) (6,144)
90,417 101,043

The aggregate current portion of Rs. 103.091 million (30 September 2016: Rs. 147.54 million)
includes over-due principal installments aggregating to Rs. 6.14 million (30 September 2016:
Rs. 70.49 million).

Further, the lenders as part of financing / restructuring agreements have restricted dividend
distribution by the Company until full satisfaction of the entire over-due amount and other
amounts due during the tenor of the facilities.

This represents unsecured interest free loan obtained from executive director of the Company
and is repayable in lump sum after five years.

Note December September
2016 2016
(Rupees in thousand)

As at 01 October 166,863

Loan from director - 240,000

Equity portion of loan - Present

value adjustment 3,060 (73,137)
7.3.1 169,923 166,863

7.3.1This loan has been recognized at amortised cost using discount rate of 7.54%. The resulting

change has been charged to equity (net of tax).



20 | Shakarganj Limited

8.

8.1

8.2

8.3

8.4

Note December September
2016 2016
(Rupees in thousand)
Short term borrowings
Secured:
- Cash / Running finances 8.2 500,000 139,053
- Export refinance 8.3 792,253 331,215
- Short term loan = -
Unsecured:
- Short term interest free financing 8.4 462,701 498,931
1,754,954 969,199
Types of short term borrowings
Interest / mark-up based financing 1,192,253 370,268
Islamic mode of financing 100,000 100,000
Interest free financing 462,701 498,931
1,754,954 969,199

Cash / Running finances

The Company has arranged facilities for short term finances to meet working capital
requirements from various bank under mark-up arrangements to the extent of Rs. 525 million
(30 Sep 2016: Rs. 525 million). These finances were available at a mark-up ranging from 8.07%
to 8.11% (30 Sep 2016: 8.10% to 8.36%) on the outstanding balance or part thereof. Expiry
date of these finances is 30 September 2017.

The aggregate cash / running finances are secured against pledge of stock-in-trade and
registered hypothecation charge on property, plant and equipment and current assets of the
Company.

Export refinance

The Company has arranged facilities for short term finances to meet working capital
requirements from various bank under mark-up arrangements to the extent of Rs. 875 million
(30 Sep 2016: Rs. 875 million). These finances were available at a mark-up ranging from 8.04%
t0 8.26% (30 Sep 2016: 8.05% to 9.25%) on the outstanding balance or part thereof. Foreign
currency borrowings were available at mark-up rates based on LIBOR ranging from 3.94% to
4.79% (30 Sep 2016: 3.43% to 3.94%). Expiry date of the finances obtained from National Bank
of Pakistan is 31 March 2017 and that of Bank Islami Pakistan Limited is 15 July 2017.

The aggregate export finances are secured against pledge of stock-in-trade, lien on export
contracts and first charge on current assets of the Company.
Short term interest free financing

It represents unsecured short term interest free financing provided by a sugar agent for
financing the operations of the Company.
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9. Contingencies and commitments
9.1 Contingencies

There is no material change in the status of contingencies as set out in note 13.1 to the financial
statements of the Company for the year ended 30 September 2016.

9.2 Commitments
The Company has the following commitments in respect of:

(i) Contracts for acquisition of intangible (computer software) amounting to Rs. 20 million
(30 September 2016: Rs. 20 million).

(ii) Contracts for other than capital expenditures Rs. 3.1 million (30 September 2016: Rs. 1.90
million).

Note December September
2016 2016
(Rupees in thousand)
10. Property, plant and equipment

Operating assets (owned) 10.1 8,782,829 8,941,151
Operating assets (leased) - -
Capital work-in-progress 10.2 60,638 46,409

8,843,467 8,987,560

10.1.2 The Company basis its valuation of operating assets subject to impairment upon
valuation performed by an independent valuation expert.

Note December September
2016 2016
(Rupees in thousand)
10.1 Operating assets (owned)

Opening book value 8,941,149 9,545,988
Add: Addition 10.1.1 56 10,634
Transfer from assets subject to finance lease - 0

Adjustment of revaluation surplus - -

8,941,205 9,556,622

Less: Disposal during the period (23,794) (32,838)
Depreciation charged during the period (134,582) (582,633)
(158,376) (615,471)

Closing book value 8,782,829 8,941,151
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Note December September
2016 2016
(Rupees in thousand)
10.1.1 Addition during the period/year

Building on free hold land - 1,693
Plant and machinery - 8,374
Water electric and weighbridge equipment - 209
Furniture and fixture 56 138
Office equipment - 220

56 10,634

10.2 Capital work-in-progress

Civil works 2,900 2,445
Plant and machinery 30,755 30,735
33,655 33,180
Advances given for capital work in progress 26,983 13,229
60,638 46,409

11. Investments

In equity instruments of associates 1.1 984,057 931,674
Available for sale 11.2 27,753 22,682
1,011,810 954,356

11.1 In equity instruments of associates
Unquoted

Shakarganj Food Products Limited
74,654,596 (30 September 2016: 74,654,596)
fully paid ordinary shares of Rs. 10 each
Equity Held: 49.24% (30 September 2016:49.24%)  11.1.1 984,057 931,674

11.1.1 In equity instruments of associates

Cost 393,818 393,818

Brought forward amounts of post acquisition reserves 537,856 259,626

931,674 653,444

Share of movement in reserves during the period / year - (8,307)
Share of profit for the period / year

- before taxation 72,086 291,795

- provision for taxation (19,703) (5,258)

52,383 286,537

984,057 931,674

Dividends received during the period / year - -
Transferred to available for sale = -

Balance as at period / year end 11.1 984,057 931,674

11.1.2 Investments in associates include goodwill amounting to Rs. 71.26 million (30 September
2016: Rs. 71.26 million).
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11.1.3 Shakarganj Foods Products Limited (“SFPL") is a public unlisted Company incorporated
in Pakistan and is principally engaged in the business of manufacturing, processing and
sale of food products. The activities of SFPL are largely independent of the Company.
The following table summarizes the financial information of SFPL as included in its own
financial statements and the Company’s share in the results. The table also reconciles the
summarized financial information to the carrying amount of the Company’s interest in its

associate.

December September

2016 2016

(Rupees in thousand)
Percentage interest held 49.24% 49.24%
Non-current assets 2,609,832 2,412,211
Current assets 2,089,278 2,224,746
Non-current liabilities (762,557) (742,680)
Current liabilities (2,082,895) (2,146,891)
Net assets (100%) 1,853,658 1,747,386
Company'’s share of net assets 912,796 860,413
Goodwill recognized 71,261 71,261
Carrying amount of interest in associate 984,057 931,674
Revenue 3,181,996 10,106,352
Profit from operations 106,377 581,883
Other comprehensive income - (16,870)
Total comprehensive income (100%) 106,377 565,013
Company’s share of total comprehensive income 52,383 278,212

The financial year end of SFPL is 30 September and above figures are based on unaudited
financial statements as of 31 December 2016.

11.1.4 The Company has assessed the recoverable amount of investment in Shakarganj Food
Products Limited based on value in use calculation. This calculation has been made on
discounted cash flow methodology which assumes gross profit margin of 19.44%- 19.77%,
EBITDA of 6.83% - 7.21%, terminal growth rate of 2% and discount rate of approximately
10.69%.
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Note

11.2 Available for sale

Associated / related companies

Quoted - related party

Crescent Steel and Allied Products Limited:
180,000 (30 September 2016: 180,000)

fully paid ordinary shares of Rs. 10 each
Equity held: 0.23% (30 September 2016: 0.23%)
Market value - Rs. 27.8 million

(30 September 2016: 22.7 million)

11.2.1

Unquoted - associated company

Crescent Standard Telecommunications Limited:
300,000 (30 September 2016: 300,000)
fully paid ordinary shares of Rs 10 each

Others

Unquoted

Crescent Group Services (Private) Limited:
220,000 (30 September 2016: 220,000)
fully paid ordinary shares of Rs 10 each

Innovative Investment Bank Limited
51,351 (30 September 2016:51,351)
fully paid ordinary shares of Rs 10 each

11.2.1
11.2.2

Less: Cumulative fair value reserve
Less: Cumulative impairment losses recognized

Fair value gain

11.2.1 Cumulative fair value reserve
As at 01 October
Disposal of shares
Fair value adjustment during the period / year
As at period / year ended

11.2.2 Cumulative impairment losses recognized

As at 01 October
Reversal during the period / year

As at period / year ended

December
2016

September
2016

(Rupees in thousand)

15,921 15,921
3,000 3,000
2,200 2,200

21,121 21,121

11,832 6,761

(5,200) (5,200)
6,632 1,561

27,753 22,682
6,761 (16,247)

= 15,270
5,071 7,738

11,832 6,761
5,200 5,200
5,200 5,200

11.2.3 Investments with face value of Rs. 575.55 million (30 September 2016: Rs. 575.55 million)

are pledged as security against short term borrowings.




Condensed Interim Report 1Q 2017 | 25

December September
2016 2016
(Rupees in thousand)
12. Stock-in-trade

Raw materials 387,590 136,245
Work-in-process 95,852 12,489
Finished goods 658,285 198,916

1,141,727 347,650

12.1 Raw materials and finished goods amounting to Rs. 994.25 million (30 September 2016: Rs.
240.54 million) are pledged with lenders as security against short term borrowings.

Note December September
2016 2016
(Rupees in thousand)

13. Cash and bank balances

At banks on:

- Saving accounts
- Pak rupees 13.1 132 132
- Foreign currency 13.2 70 74
202 206
- Current accounts 145,945 17,674
146,147 17,880
In hand 2,328 260
In transit - 500
148,475 18,640

13.1 Profit on balances in saving accounts ranges from 3.50% to 4.10% (30 September 2016: 3.50%
to 4.10%) per annum.

13.2 Foreign currency account includes Euros 635 (30 September 2016: Euros 635).
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Segment assets Segment liabilities

31December 30 September 31 December 30 September
2016 2016 2016 2016
(Rupees in thousand)
14.3 Segment assets and liabilities

Sugar 6,418,371 5,841,191 4,556,890 4,010,295
Bio Fuel 2,201,579 1,977,339 1,534,072 1,315,885
Bio Power 238,748 257,608 25,020 28,235
Building Materials 47,774 51,682 32,452 33,820
Textile 360,719 348,636 132,632 133,072
Farms 689,245 685,223 17,903 17,090
Others 3,589 2,838 1,013 1,070
Unallocated 1,754,733 1,675,279 336,412 329,096

11,714,758 10,839,796 6,636,394 5,868,563

December December
2016 2015

15. Otherincome

Income from financial assets

Profit on sale of ‘Available for Sale’ investments - 31,682
Return on bank deposits 5 5
5 31,687

Income from non-financial assets
Scrap sales 3,415 4,961
Profit on sale of property, plant and equipment 11,306 1,774
Liabilities written back 6,375 156,049
Rental income 7,886 1,330
Fair value gain on crops 1,657 -
Others 6,279 2,004
36,918 166,118
36,923 197,805

16. Fair value measurement of financial instruments

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 participants at the measurement date.

Underlying the definition of fair value is the presumption that the Company is a going concern
and there is no intention or requirement to curtail materially the scale of its operations or to
undertake a transaction on adverse terms.

A financial instrument is regarded as quoted in an active market if quoted prices are readily
and regularly available from an exchange dealer, broker, industry group, pricing service,
or regulatory agency, and those prices represent actual and regularly occurring market
transactions on an arm’s length basis.

IFRS 13 ‘Fair Value Measurement’requires the Company to classify fair value measurements and
fair value hierarchy that reflects the significance of the inputs used in making the measurements
of fair value hierarchy has the following levels:

- Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1)

- Inputs other than quoted prices included within level 1 that are observable for the asset
either directly (that is, derived from prices) (Level 2)

- Inputs for the asset or liability that are not based on observable market data (that is,
unadjusted) inputs (Level 3)
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December December
2016 2015
17. Earnings per share
17.1 Basic earnings per share
Profit for the period Rupees 102,060,000 116,734,000
Weighted average number of ordinary shares
in issue during the period Number 110,000,002 69,523,798
Earnings per share - basic Rupees 0.93 1.68

17.2 Diluted earnings per share

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary
shares outstanding to assume conversion of all dilutive potential ordinary shares. In the prior
period, the Company had a commitment to convert 1,000 preference shares into 167 ordinary
shares of Rs 10 each. These preference shares have been redeemed in cash during the period,
therefore, no figure for diluted EPS is presented.

December December
2016 2015

Profit for the period 102,060,000 116,734,000
Profit used to determine diluted

earnings per share Rupees 102,060,000 116,734,000
Weighted average number of ordinary

shares in issue during the period Number 110,000,002 69,523,798
Assumed conversion of convertible preference

shares into ordinary shares Number - 5,774,108
Weighted average number of ordinary shares

for diluted earnings per share Number 110,000,002 75,297,906
Earnings per share - diluted Rupees 0.93 1.55

The effect of conversion of preference shares into ordinary shares was anti-dilutive in prior
period, accordingly the diluted EPS was restricted to the basic EPS.
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December December
2016 2015
(Rupees in thousand)

18. Cash generated in operating activities

Profit before taxation 131,978 114,650
Adjustment for:
Depreciation/amortization of:
- property, plant and equipment 134,582 104,182
- intangible assets 45 18
Liabilities no longer payable written back (6,375) (156,049)
Gain on sale of property, plant and equipment (11,306) (1,774)
Interest from bank deposits (5) (5)
Provision for employees’ retirement benefits - 4,140
Net loss from valuation of livestock 42 2,028
Share of profit from associates (72,086) (86,471)
Finance cost 35,000 41,464
79,897 (92,467)
Profit before working capital changes 211,875 22,183
Effect on cash flow due to working capital changes:
Increase in stores and spares (13,828) (11,956)
Increase in stock in trade (794,077) (470,436)
Decrease / (increase) in biological assets - net (1,656) 7,410
Decrease in trade debts 3,382 2,509
Increase in loans, advances, prepayments and
other receivables (35,973) (43,327)
Increase in trade and other payables 172,483 348,592
(669,669) (167,208)

Cash used in operating activities (457,794) (145,025)
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19. Related party disclosures

The related parties comprise associated undertakings, post employment benefit plans, other
related companies and key management personnel. The company in the normal course of
business carries out transactions with various related parties. Transactions with related parties
are as follows:

Relationship with Nature of December December
the company transactions 2016 2015
(Rupees in thousand)
i. Related parties

Crescent Steel & Purchase of goods 82 -
Allied Products Sale of goods
Limited (CSAPL) Salary expense and other
common expenses 634 925
Shakarganj Energy
(Private) Limited - Purchase of electricity & steam 208,298 -
associated undertaking  Sale of bagasse & water 197,829 -
of CSAPL Rent paid against use of boiler - 5,000
Advances received for bagasse - 70,000
Purchase of store items 197 -
Crescent Hadeed (Private) Sale of electricity 333
Limited associated Services rendered - 200
undertaking of CSAPL  Sale of material - 1,643

ii. Associated undertakings

Shakarganj Food Sale of goods 27,825 7,924
Products Limited Salary expense and other
common expenses 416 717
Premier Insurance Limited Insurance expenses 510 1,467
iii. Post employment Expenses charged in respect of
benefit plans retirement benefit plans 5417 2,783

Transactions with pension and
gratuity fund accounts

-Funds received 113,425 -
-Funds paid 113,425 -
-Markup expense 8,539 -
iv. Key management
personnel Salaries and other employment benefits 29,167 20,213

20. Date of authorisation of issue

This condensed interim financial information was authorized for issue on 31 January 2017 by
the board of directors of the Company.
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21. Events after the balance sheet date
There are no subsequent events occurring after balance sheet date.
22. Corresponding figures
Corresponding figures have been re-arranged and re-classified, wherever necessary, for the

purposes of comparison and better presentation as per reporting framework however, no
significant re-arrangements have been made.

WW{*’ ~ 4 Ceen

hief Executive Chairman - ChiefFinanci‘ Officer
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BOOK POST
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If undelivered, please return to:

Shakarganj Limited

10t Floor, BOP Tower, 10-B Block E2, Gulberg Il Lahore, Pakistan
Tel: (042) 3578 3801- 06 Fax: (042) 3578 3811
www.shakarganj.com.pk



