


























































































auditors' report to the members

We have audited the annexed Balance Sheet of M/s. MIRPURKHAS SUGAR MILLS LIMITED (”the Company”) as at September
30, 2011 and the related Profit and Loss Account, Statement of Comprehensive Income, Cash Flow Statement and Statement of
Changes in Equity together with the notes forming part thereof, for the year then ended and we state that we have obtained all
the information and explanations which, to the best of our knowledge and belief, were necessary for the purposes of our audit.

It is the responsibility of the Company's management to establish and maintain a system of internal control, and prepare and
present the above said statements in conformity with the approved accounting standards and the requirements of the Companies
Ordinance, 1984. Our responsibility is to express an opinion on these statements based on our audit.

We conducted our audit in accordance with the auditing standards as applicable in Pakistan. These standards require that we
plan and perform the audit to obtain reasonable assurance about whether the above said statements are free of any material
misstatement. An audit includes examining, on test basis, evidence supporting the amounts and disclosures in the above said
statements. An audit also includes assessing the accounting policies and significant estimates made by management, as well as,
evaluating the overall presentation of the above said statements. We believe that our audit provides a reasonable basis for our
opinion and, after due verification, we report that:

a) in our opinion, proper books of accounts have been kept by the Company as required by the Companies Ordinance, 1984;

b) in our opinion:

i) the Balance Sheet and Profit and Loss Account together with the notes thereon have been drawn up in conformity with
the Companies Ordinance, 1984 and are in agreement with the books of account and are further in accordance with
the accounting policies consistently applied;

ii) the expenditure incurred during the year was for the purpose of the Company's business; and

iii) the business conducted, investments made and the expenditure incurred during the year were in accordance with the
objects of the Company;

c) in our opinion and to the best of our information and according to the explanations given to us, the Balance Sheet and Profit
and Loss Account, Statement of Comprehensive Income, Cash Flow Statement and Statement of Changes in Equity together
with the notes forming part there of conform with approved accounting standards as applicable in Pakistan, and, give the
information required by the Companies Ordinance, 1984, in the manner so required, and respectively give a true and fair
view of the state of the Company's affairs as at September 30, 2011 and of the profit, total comprehensive income, its cash
flows and changes in equity for the year then ended; and

d) in our opinion, Zakat deductible at source under the Zakat and Ushr Ordinance, 1980 (XVIII of 1980), was deducted
by the Company and deposited in the Central Zakat Fund established under section 7 of that Ordinance.

Karachi: December 15, 2011

HYDER BHIMJI & Co.
Chartered Accountants

Engagement Partner: Hyder Ali Bhimji

Suite No. 1601, Kashif Centre,
Shahrah-e-Faisal, Karachi-75530
Phone : +92-21-35640050 - 52
Fax : +92-21-35640053
Website : www.hyderbhimji.com
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Member of
KRESTON INTERNATIONAL
with affiliated offices worldwide



balance sheet
as at september 30, 2011

ASLAM FARUQUE
Chief Executive

TARIQ FARUQUE
Director

(Rupees in ‘000)

2011Note 2010
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ASSETS
NON-CURRENT ASSETS

Property, plant and equipment 4  963,153 807,230
Intangible asset 5  4,767  2,200

   Long-term investment 6  218,903 176,077
Long-term deposits 7  732 732

 1,187,555  986,239
CURRENT ASSETS

Stores, spare parts and loose tools 8  151,795 111,144
Stock-in-trade 9  886,781 125,715
Trade debts 10  13,481  90,979
Loans and advances 11  112,852 77,412
Short-term prepayments 12  1,251  1,380
Other receivables 13  26,062  6,803
Short-term investments 14  58,180  56,616
Taxation - net 15  1,059  -
Cash and bank balances 16  15,651 31,152

 1,267,112  501,201

TOTAL ASSETS  2,454,667  1,487,440

EQUITY AND LIABILITIES
SHARE CAPITAL AND RESERVES

Share capital 17  84,332  70,277
Reserves 18  411,367  311,318

 495,699  381,595

SURPLUS ON REVALUATION OF FIXED ASSETS 19  173,056  173,056

NON-CURRENT LIABILITIES
   Long-term financings 20  344,445  88,890
   Deferred liabilities 21  251,887  249,341

596,332 338,231
CURRENT LIABILITIES
    Trade and other payables 22  637,795  365,993
    Accrued mark-up 23  32,309  14,843
    Short-term borrowings 24  475,032  161,878
    Current portion of long-term financings 20  44,444  44,444
    Taxation - net  -    7,400 

 1,189,580 594,558 

CONTINGENCIES AND COMMITMENTS 25 

TOTAL EQUITY AND LIABILITIES  2,454,667  1,487,440

The annexed notes form an integral part of these financial statements.



profit and loss account

ASLAM FARUQUE
Chief Executive

TARIQ FARUQUE
Director

for the year ended september 30, 2011

(Rupees in ‘000)

2011Note 2010
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Turnover - net 26  2,739,671 2,823,671

Cost of sales 27  (2,375,297)  (2,477,780)

Gross profit  364,374  345,891

Distribution cost 28  (5,940)  (4,985)

Administrative expenses 29  (79,833)  (79,108)

Other operating expenses 30  (12,806)  (11,854)

 (98,579)  (95,947)

Other operating  income 31  4,983  2,074

Operating profit  270,778  252,018

Finance cost 32  (145,310)  (103,958)

 125,468  148,060

Share of profit  in an associate 6  42,826  8,286

Profit before taxation  168,294  156,346

Taxation

Current  (30,194)  (30,734)

Prior  (386)  -      

Deferred  -      (41,313)

33  (30,580)  (72,047)

Profit after taxation  137,714  84,299

(Restated)

Earnings per share - basic (Rupees) 34 16.33  10.00

The annexed notes form an integral part of these financial statements.



statement of comprehensive income

ASLAM FARUQUE
Chief Executive

TARIQ FARUQUE
Director

for the year ended september 30, 2011

(Rupees in ‘000)

2011Note 2010
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Profit after taxation  137,714  84,299 

Fair value loss on available-for-sale securities (13,068) (7,212)

Total comprehensive income for the year  124,646  77,087 

The annexed notes form an integral part of these financial statements.



CASH FLOWS FROM OPERATING ACTIVITIES

Profit before taxation  168,294  156,346
Adjustments for :
Depreciation 4.1.1  40,057 31,866
Amortization 5.1  733  -

 Dividend income from a related party 31  (810)  -
Share of profit in an associate 6.1.2  (42,826)  (8,286)
Gain on disposal of operating property, plant and equipment 31  (443)  (23)
Finance cost 32  145,310  103,958

 142,021  127,515

Operating profit before working capital changes  310,315  283,861

(Increase) / decrease in current assets
Stores, spare parts and loose tools  (40,651)  9,048
Stock-in-trade  (761,066)  77,456
Trade debts  77,498  (6,929)
Loans and advances  (35,440)  (54,901)
Short-term prepayments  129  1,391
Other receivables  (19,259)  13,150

 (778,789)  39,215
Increase / (decrease) in current liabilities
Trade and other payables  271,554  73,927
Short-term borrowings  313,154  (8,362)

 584,708  65,565

Cash generated from operations  116,234  388,641

Income tax paid - net (39,039)  (15,188)
Decrease in long-term deposits  -    6
Increase in deferred liabilities  2,546  2,276

 (36,493) (12,906)

Net cash generated from operating activities  79,741  375,735

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to operating property, plant and equipment 4.1 & 4.4  (198,163)  (210,189)
Intangible asset acquired 5  (3,300)  (2,200)
Sale proceeds of operating property, plant and equipment 4.2  2,626  64
Short-term investments  (14,632)  -
Dividend received from a related party 31  810  -

Net cash used in investing activities  (212,659)  (212,325)

CASH FLOWS FROM FINANCING ACTIVITIES
Finance cost paid  (127,844) (107,204)
Long-term financings-net  255,555  (44,444)
Payment of dividend  (10,294)  (15,646)

Net cash generated from / (used) in financing activities  117,417  (167,294)

Net decrease in cash and cash equivalents  (15,501)  (3,884)
Cash and cash equivalents at the beginning of the year  31,152  35,036

Cash and cash equivalents at the end of the year  15,651  31,152

The annexed notes form an integral part of these financial statements.

ASLAM FARUQUE
Chief Executive

TARIQ FARUQUE
Director

cash flow statement
for the year ended september 30, 2011

(Rupees in ‘000)

2011Note 2010
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ASLAM FARUQUE
Chief Executive

TARIQ FARUQUE
Director

statement of changes in equity
for the year ended september 30, 2011

Balance as at October 01, 2009 63,888 34,250  169,361  52,981 256,592 320,480

Total comprehensive income  -    -    84,299  (7,212)  77,087  77,087

Cash dividend for the year ended

  Sep. 30, 2009 @ Rs.2.50 per share (25%)  -    -    (15,972)  -    (15,972)  (15,972)

Issue of bonus shares @ 10%  6,389  -    (6,389)  -    (6,389)  -

 i.e 01 share for every 10 shares held

Balance as at September 30, 2010 70,277 34,250 231,299 45,769 311,318 381,595

Balance as at October 01, 2010 70,277 34,250  231,299  45,769 311,318 381,595

Total comprehensive income  -    -    137,714  (13,068)  124,646  124,646

Cash dividend for the year ended

  Sep. 30, 2010  @ Rs.1.50 per share (15%)  -    -    (10,542)  -    (10,542)  (10,542)

Issue of bonus shares @ 20%  14,055  -    (14,055)  -    (14,055)  -

  i.e 02 shares for every 10 shares held

Balance as at September 30, 2011 84,332 34,250 344,416 32,701 411,367 495,699

The annexed notes form an integral part of these financial statements.

(Rupees in ‘000)

Issued
subscribed

and
paid-up
capital

General
reserves

Fair value
gain / (loss)
on available-

for-sale
securities

Unappropriated
 profit

Total Total

Reserves
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1. STATUS AND NATURE OF BUSINESS

Mirpurkhas Sugar Mills Limited (the Company) was incorporated in Pakistan on May 27, 1964 as a public
limited company and its shares are quoted on Karachi Stock Exchange.  Principal activity of the Company
is manufacturing and selling sugar.

The registered office of the Company is situated at Modern Motors House, Beaumont Road, Karachi.

2. STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with approved accounting standards as
applicable in Pakistan. Approved accounting standards comprise of such International Financial Reporting
Standards (IFRSs) issued by the International Accounting Standards Board (IASB) as are notified under the
Companies Ordinance, 1984, (the Ordinance), provisions and directives issued under the Ordinance. In
case requirements differ, the provisions or directives of the Ordinance shall prevail.

3. SIGNIFICANT ACCOUNTING POLICIES

3.1 Accounting convention

These financial statements have been prepared under the historical cost convention without any
adjustments for the effect of inflation or current values, except for derivatives financial instruments and
investments which are stated at their fair value, certain inventories which are valued at Net Realizable
Value (NRV), certain employees retirement benefits that are based on actuarial valuation and free
hold land which stands at revalued amount.

3.2 Significant accounting estimates, judgments and assumptions

The preparation of these financial statements in conformity with the approved accounting standards
requires management to make judgments, estimates and assumptions that affect the application of
policies and reported amounts of assets and liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience and various other factors that are believed
to be reasonable under the circumstances, the results of which form the basis of making judgment
about carrying value of assets and liabilities that are not readily apparent from other sources. However,
uncertainity about these assumptions and estimates could result in outcomes that require material
adjustment to the carrying amount of the asset or liability affected in future periods.

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

Judgments made by the management in the application of approved accounting standards that have
significant effect on the financial statements and estimates with a significant risk of material adjustment
in the next year are discussed in the ensuing paragraphs.

In the process of applying the accounting policies, management has made the following estimates,
judgments and assumptions which are significant to the financial statements:

a) Employees retirement benefits

Certain actuarial assumptions have been adopted as disclosed in note 3.4 to the financial statements
for valuation of present value of defined benefit obligation and fair value of plan assets. Any changes
in these assumptions in future years might affect gains and losses in those years. The actuarial valuation
involves making assumptions about discount rates, expected rate of return on assets, future salary
increases and mortality rates.

notes to the financial statements
for the year ended september 30, 2011
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b) Property, plant and equipment and intangible assets

The Company reviews appropriateness of the rate of depreciation / amortization, useful life and
residual value used in the calculation of depreciation / amortization. Further, where applicable, an
estimate of the recoverable amount of assets is made for possible impairment on an annual basis. In
making these estimates, the Company uses technical resources available with the Company. Any
change in the estimates in the future might affect the carrying amount of respective item of property,
plant and equipment and Intangible assets, with corresponding effects on the depreciation / amortization
charge and impairment.

c) Classification of investments

The management has exercised its judgment in respect of classification of investments as disclosed in
note 6 and 14 to the financial statements. Any change in such judgment might materially affect the
accounting policy applied in respect of such investments.

d) Stock-in-trade, stores, spare parts and loose tools

The Company reviews the NRV of stores, spare parts and loose tools to assess any diminution in their
respective carrying values. NRV is estimated with reference to the estimated selling price in the ordinary
course of business less the estimated cost necessary to make the sale.

e) Trade debts, loans and advances and other receivables

The Company reviews its doubtful trade debts, loans and advances and other receivables at each
reporting date to assess whether provision should be recorded in the profit and loss account. In
particular, judgment by management is required in the estimation of the amount and timing of future
cash flows when determining the level of provision required. Such estimates are based on assumptions
about a number of factors and actual results may differ, resulting in future changes to the provision.

f) Taxation

In making the estimate for income tax payable by the Company, the Company takes into account the
applicable tax laws and decision by appellate authorities on certain issues in past.

Deferred tax assets are recognized for all unused tax losses and credits to the extent that it is probable
that taxable profit will be available against such losses and credits can be utilized. Significant
management judgment is required to determine the amount of deferred tax assets that can be recognized,
based upon the likely timing and level of future taxable profits together with future tax planning
strategies.

g) Provision for impairment

The Company reviews carrying amount of assets except deferred tax assets and inventories at balance
sheet date to determine whether there is any indication of impairment. If any such indication exists,
the assets recoverable amount is estimated and impairment losses are recognized in the profit and
loss account.

h) Contingencies

The assessment of the contingencies inherently involves the exercise of significant judgement as the
outcome of the future events cannot be predicted with certainty. The Company, based on the availability
of the latest information, estimates the value of contingent assets and liabilities which may differ on
the occurrence / non-occurrence of the uncertain future event(s).

3.3 Taxation

a)   Current

Provision of current tax is based on the taxable income for the year determined in accordance with
the prevailing law for taxation of income. The charge for current tax is calculated using prevailing
tax rates or tax rates expected to apply to the profit for the year if enacted after taking into account
tax credits, rebates and exemptions, if any. The tax charge as calculated above is compared with 1%
of turnover tax, calculated at applicable tax rates under section 113 of the Income Tax Ordinance,
2001 and under final tax regime, whichever is higher is provided in the financial statements. The
charge for current tax also includes adjustments, where considered necessary, to provision for tax
made in previous years arising from assessments framed during the year for such years.
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(% per annum)

2011 2010

b) Deferred

Deferred tax is recognized using the balance sheet liability method, on all temporary differences at
the balance sheet date between the tax base of assets and liabilities and their carrying values for
financial reporting purposes.

Deferred tax liabilities are recognized for all taxable temporary differences. Deferred tax assets are
recognized for all deductible temporary differences to the extent that it is probable that the deductible
temporary differences will reverse in the future and sufficient taxable income will be available against
which the deductible temporary differences can be utilized. Deferred tax assets are reduced to the
extent that it is no longer probable that the related tax benefit will be utilized.

Deferred income tax assets and liabilities are measured at the tax rate that is expected to apply to
the period when the asset is realized or the liability is settled, based on tax rates and tax laws that
have been enacted or substantively enacted at the balance sheet date. In this regard, the effects on
deferred taxation of the portion of income expected to be subject to final tax regime is adjusted in
accordance with the requirement of Accounting Technical Release - 27 of the Institute of Chartered
Accountants of Pakistan (ICAP), if considered material.

c)  Sales tax and Federal excise duty (FED)

Revenues, expenses and assets are recognized net off amount of sales tax / FED except:

- Where amount incurred on a purchase of asset or service is not recoverable from the taxation
authority, in which case the tax / duty is recognized as part of the cost of acquisition of the asset
or as part of the expense item as applicable; and

- Receivables or payables that are stated with the amount of sales tax / FED included.

The net amount of sales tax and FED recoverable from, or payable to, the taxation authority is included
as part of receivables or payables in the balance sheet.

3.4 Employees retirement benefits

a) Provident fund scheme

The Company operates an approved defined contribution provident fund scheme for its eligible
permanent employees who opted for the benefits. Equal monthly contributions are made, both by the
Company and the employees to the fund at the rate of 8.33 % of basic salary.

b) Gratuity scheme

The Company operates an approved and funded gratuity scheme for all of its eligible permanent
employees who have completed the minimum qualifying period of service. The scheme is administered
by the trustees nominated under the trust deed. The contributions to the scheme are made in accordance
with the actuarial valuation using Projected Unit Credit (PUC) method.

The PUC method used the following significant assumptions for the valuation of the scheme.

Principal actuarial assumptions used are as follows:

Valuation discount rate 12.50 12.50
Expected rate of return on plan assets 12.50 12.00
Expected rate of salary increase 11.50 11.50

Actuarial gains and losses are recognized as income or expense when the cumulative unrecognized
actuarial gains or losses exceed 10 percent of the higher of defined benefit obligation and the fair
value of plan assets as of the end of the previous reporting period. These gains or losses are recognized
over the expected remaining working lives of the employees participating in the scheme.
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(Rupees in ‘000)

2011 2010

Past service cost is recognized as an expense on a straight line basis over the average period until
the benefit become vested. If benefits already have been vested, immediately following the introduction
of, or change to the scheme, past service costs are recognized immediately.

The amount recognized in balance sheet represents the present value of defined benefit obligations
as adjusted for unrecognized actuarial gains and losses and as reduced by the fair value of plan
assets.

Based on the actuarial valuation of gratuity scheme as of September 30, 2011, the fair value of
scheme's assets and the present value of obligation under the scheme at the balance sheet date were
as follows:

Staff gratuity fund liability:

Present value of defined benefit obligation 46,379 30,298
Fair value of plan assets (31,820) (14,037)
Unrecognized actuarial loss (9,187) (5,862)

Liability recognized as at September 30 5,372 10,399

Amounts charged to profit and loss account:
Current service cost 14,018 12,430
Interest cost 3,787 2,112
Expected return on plan assets (1,755) (1,990)
Actuarial gain recognized during the year 405 -

16,455 12,552

Movement in the liability recognized in the balance sheet:
Balance as at October 1   10,399 248
Net charge for the year 16,455 12,552
Contribution / benefit paid to the fund (21,482) (2,401)

Balance as at September 30 5,372 10,399

Movement in the present value of defined
benefit obligation:
Balance as at October 1 30,298 17,599
Current service cost 14,018 12,430
Interest cost 3,787 2,112
Benefits paid during the year (1,482) (2,401)
Actuarial losses (242) 558

Balance as at September 30 46,379 30,298

Movement in the fair value of plan assets:
Balance as at October 1 14,037 16,582
Expected return 1,755 1,990
Contributions 21,482 2,401
Benefits paid during the year (1,482) (2,401)
Actuarial losses (3,972) (4,535)

Balance as at September 30 31,820 14,037

Composition of plan assets are as follows :
Special Saving Certificates (SSC's) 5,468 4,872
Listed securities 25,484 8,796
Amount in bank 868  369

31,820 14,037

The expected return on plan assets was based on the market expectations and depends upon the asset
portfolio of the Company, at the beginning of the period, for returns over the entire life of related
obligation.
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(Rupees in ‘000)

2011 2010 2009 2008 2007

The return on plan assets was assumed on the basis of market conditions. Actual return on plan assets
during 2011 was Rs.(0.734) million (2010: Rs. 2.54 million)

Comparisons with past years :

Present value of defined benefit

     obligation 46,379 30,298  17,599 14,781 13,494

Fair value of plan assets (31,820) (14,037) (16,582) (17,291) (35,011)

14,559 16,261 1,017 2,510 (21,517)

Experience adjustments arising

on plan liabilities (242) 558 705  340 1,632

Experience adjustments arising

on plan assets (2,490) (4,535) (2,463) (6,165) 9,926

(2,732) (3,977) (1,758) (5,825) 11,558

3.5 Property, plant and equipment

a) Owned assets

These are stated at cost less accumulated depreciation except for free hold land which is stated at
revalued amount and capital work-in-progress, which is stated at cost. The revaluation of free hold
land is carried out once in every three years.

Depreciation is charged, on systematic basis over the useful life of the assets, to income applying
reducing balance method, except for furniture and fittings, office and other equipment and computer
and accessories which are depreciated using straight line method at the rates mentioned in note 4 to
the financial statements, which reflects the patterns in which the asset's economic benefits are consumed
by the enterprise. Additions to assets are depreciated monthly while no depreciation is charged on
assets disposed off during the month.

Maintenance and normal repairs are charged to income, when incurred. Major renewals and
improvements which increase the asset's remaining useful economic life or the performance beyond
the current estimated levels are capitalized and the assets so replaced, if any, are retired.

Gains or losses on disposal of assets, if any, are recognized in the profit and loss account when
incurred.

The carrying values of owned assets are reviewed for impairment when events or changes in
circumstances indicate that the carrying values may not be recoverable. If such indications exist and
where the carrying values exceed the estimated recoverable amounts, the assets are written down to
the recoverable amount.

b) Assets subject to finance lease

Assets held under finance lease are stated at cost less accumulated depreciation and accumulated
impairment losses, if any. These are accounted for by recording the asset at the lower of present value
of minimum lease payments under the lease agreements and the fair value of asset acquired. The
related obligation under the lease is accounted for as liability. Financial charges are allocated to the
accounting period in a manner so as to provide a constant periodic rate of change on the net standing
liability.

Depreciation is charged to the profit and loss account using the same basis as for owned assets.

c) Intangible assets

An intangible asset is recognized if it is probable that the future economic benefits that are attributable
to the asset will flow to the enterprise and the cost of such asset can also be measured reliably.

Computer software and implementation costs that are directly associated with the computer and
computer controlled machines which cannot operate without the related specific software, are included
in the cost of respective assets. Software which is not an integral part of the related hardware is
classified as intangible assets.
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Intangible assets are stated at cost less accumulated amortization and any impairment loss. Intangible
assets are amortized when assets are available for use on straight line method. Amortization is charged
from the month of the year in which addition / capitalization occurs while no amortization is charged
in the month in which an asset is disposed off.

3.6 Investments

a) In associate

Investment in an associate is accounted for using the equity method. Under this method, the investment
is initially recognized at cost as adjusted for post acquisition changes in the Company's share of net
assets of the associate and impairment in the value of investment and the carrying amount is increased
or decreased to recognize the Company's share of the profit or loss of the investee after the date of
acquisition which is recognized in the profit and loss account. Dividend received, if any, reduces the
carrying amount of investment. Changes in associate's equity including those arising from the revaluation
of property, plant and equipment are recognized directly in the Company's equity in proportion of
the equity held. Profit / loss from material transactions with associate is eliminated. The reporting dates
of the associate and the Company are identical and the associate's accounting policies conform to
those used by the Company for like transactions and events in similar circumstances.

b) Available-for-sale securities

These are non-derivative financial assets which are intended to be held for an indefinite period of time
but may be sold in response to the need for liquidity or changes in interest rates .

These investments are initially measured at fair value plus transaction costs. After initial measurement,
available-for-sale securities are subsequently measured at fair value with unrealised gains or losses
recognized as other comprehensive income in the available-for-sale reserve until the investment is
derecognized, at which time the cumulative gain or loss is recognized in other operating income, and
removed from the available-for-sale reserve.

The fair value of investments that are actively traded in organized financial markets is determined by
reference  to quoted market  bid prices at the close of business on the balance sheet date.

c) Held-to-maturity investments

These represent non-derivative financial assets with fixed or determinable payments and fixed maturities
in respect of which the Company has the positive intent and ability to hold till maturity. These investments
are recognized initially at fair value plus directly attributable cost and are subsequently measured at
amortized cost using effective interest rate method. Gains and losses are recognized in profit and loss
account when the investments are derecognized or impaired, as well as through the amortization
process.

d) Designated investments at fair value through profit or loss

Designated investments at fair value through profit or loss are initially recognized at fair value.
Subsequently, these are measured at fair value whereas effects of changes in fair value are taken to
profit and loss account. Transaction costs are charged to profit and loss account when incurred.

3.7 Stores, spare parts and loose tools

These are valued at lower of moving average cost and net realizable value. Provision / write off, if
required is made for slow moving items where necessary to bring these down to approximate NRV
and is recognized in profit and loss. NRV is estimated with reference to the estimated selling price in
the ordinary course of business less the estimated cost necessary to make sale. Loose tools are recorded
at actual cost.

3.8 Stock-in-trade

Stock in trade is valued at the lower of average manufacturing cost and NRV. The cost of sugar in
process includes cost of sugarcane and proportionate manufacturing expenses.

NRV signifies the estimated selling price in the ordinary course of business less the estimated cost of
completion and the estimated cost necessary to make the sale.
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3.9 Trade debts

Trade debts originated by the Company are recognized and carried at original invoice amount less
provision for any uncollectible amounts. Provision for doubtful debts is based on the management’s
assessment of customer’s outstanding balances and credit worthiness. Bad debts are written-off, when
there is no realistic prospect of recovery.

3.10 Trade and other payables

Liabilities for Trade and other payables are carried at cost which is the fair value of the consideration
to be paid in future for goods and services received, whether or not billed to the Company.

3.11 Revenue recognition

Sales are recorded on dispatch of goods to customers.

Income / return on investments, loans, advances and bank deposits is  recognized on an accrual
basis.

Dividend income on equity investment is recognized, when the right to receive the same is 
established.

Capital gains or losses on sale of investments are recognized in the period in which they arise.

 Mark-up on growers’ loans is accounted for in line with the recovery of the respective loan due
to exigencies involved in such matters.

3.12 Foreign currency transactions and translations

The financial statements are presented in Pak. Rupees, which is the Company’s functional and
presentation currency. Transactions in foreign currencies are translated into Pak. Rupees at the exchange
rate prevailing on the date of the transaction. Monetary assets and liabilities in foreign currencies are
translated into Pak. Rupees at the rate of exchange ruling at the balance sheet date. Foreign exchange
gains and losses resulting from the settlement of such transactions and from the translations at the year
end exchange rates to monetary assets and liabilities denominated in foreign currencies are recognized
in the profit and loss account.

3.13 Provisions

Provisions are recognized when the Company has a present obligation legal or constructive as a result
of past event and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate of the obligation can be made. Provisions are
reviewed at each balance sheet date and adjusted to reflect the current best estimate.

3.14 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalized
as part of the cost of the respective assets. All other borrowing costs are expensed in the period they
are incurred. Borrowing costs consist of interest and other costs that an entity incurs in connection with
the borrowing of funds.

3.15 Related party transactions

Related party transactions are carried out on commercial terms, as approved by the Board, substantiated
as given in note 37 to the financial statements.

3.16 Financial instruments

All financial assets and liabilities are recognized at the time when the Company becomes party to the
contractual provisions of the instrument and are derecognized in case of assets, when the contractual
rights under the instrument are realized, expired or surrendered and in case of liability, when the
obligation is discharged, cancelled or expired.
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OWNED ASSETS

Free hold land (Note 4.3)  186,698  -    186,698  -    -    -    -    186,698  -

Building on free hold land:

 - Factory  26,502  2,157  28,659  19,726  -    821  20,547  8,112  10

 - Non factory  22,409  775  23,184  16,792  -   613  17,405  5,779  10

Plant & machinery  829,611  230,198  1,059,809  367,695  -   30,769  398,464  661,345  5

Furniture & fittings  338  -    338  84  -   53  137  201  20

  

Vehicles  38,653  13,160  48,175  22,220  (1,616)  5,197  25,801  22,374  20

 (3,638)

Office & other equipment  9,925  383  10,308  6,938  -    961  7,899  2,409  20

Computers & accessories  6,369  1,542  7,614  3,101  (136)  1,643  4,608  3,006 33.33

 (297)

  1,120,505  248,215  1,364,785  436,556  (1,752)  40,057  474,861  889,924

 (3,935)

As at
Oct. 01,

2010

Additions /
(disposals)

As at
Sep. 30,

2011

As at
Oct. 01,

2010

Adjustment
 for depreciation

on (disposals)
For the year

As at
Sep.30,
2011

Book value
as at

Sep. 30,
2011

Depreciation
rate %

per
annum

2011

Description

COST DEPRECIATION

(Rupees in ‘000)

2011Note 2010

Any gain / loss on the recognition and derecognition of the financial assets and liabilities is recorded
in the profit and loss account for the period in which it arises.

3.17 Offsetting of financial assets and liabilities

A financial asset and financial liability is only offset and the net amount is reported in the balance
sheet, if the Company has a legally enforceable right to set off the recognized amounts and intends
either to settle on a net basis or to realize the asset and settle the liability simultaneously. Incomes and
expenses arising from such assets and liabilities are also offset accordingly.

3.18 Cash and cash equivalents

For the purpose of cash flow statement, cash and cash equivalents comprise of cash in hand and
balances in current, deposit and PLS accounts with the commercial banks.

3.19 Dividend and appropriation to reserves

Dividend and appropriation to reserves are recognized in the financial statements in the period in
which these are approved.

4.         PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment - owned 4.1  889,924  683,949
Capital work in progress 4.4  73,229  123,281

 963,153  807,230

4.1       Following are the statements of property, plant and equipment for current and prior year:

(Rupees in ‘000)
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OWNED ASSETS

 

Free hold land (Note 4.3)  135,154  7,544  186,698  -    -    -    -    186,698  -

 44,000 

Building on free hold land:

-Factory  23,274  4,116  26,502  19,352  (74)  448  19,726  6,776  10

 (888)

 -Non factory  21,521  888  22,409  16,094  74  624  16,792  5,617  10

Plant & machinery  674,219  155,392  829,611  346,403  -    21,292  367,695  461,916  5

Furniture & fittings  3,543  247  338  2,935  (3,452)  601  84  254  20

 (3,452)

Vehicles  34,907  5,694  38,653  20,466  (1,907)  3,661  22,220  16,433  20

 (1,948)

Office & other equipment  12,666  2,172  9,925  8,810  (4,913)  3,041  6,938  2,987  20

 (4,913)

Computers & accessories  11,398  3,351  6,369  9,282  (8,380)  2,199  3,101  3,268 33.33

 (8,380)

 916,682  178,516  1,120,505  423,342  (18,652)  31,866  436,556  683,949 

 44,000 

 (18,693)

 -   

As at
Oct. 01,

2009

Additions /
revaluation /
(disposals) /

transfers

As at
Sep. 30,

2010

As at
Oct. 01,

2009

Adjustment
 for depreciation
on (disposals) /

(transfers)

For the year
As at

Sep.30,
2010

Book value
as at

Sep. 30,
2010

Depreciation
rate %

per
annum

2010
Description

COST / REVALUATION DEPRECIATION

(Rupees in ‘000)

2011Note 2010

(Rupees in ‘000)

4.1.1   Depreciation charged for the year has been allocated as follows:

Cost of sales 27  35,918  25,400 

Distribution cost 28  183  -   

Administrative expenses 29  3,956  6,466 

 40,057  31,866

4.1.2 Reconciliation of carrying amount:

Carrying amount at beginning of the year  683,949  493,340 

Addition during the year  248,215  178,516 

Revaluation of land  -    44,000 

Depreciation for the year  (40,057)  (31,866)

Disposals / transfers during the year at carrying amount  (2,183)  (41)

 889,924  683,949
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Description As at

Oct 01,

Additions As at

Sep 30,
As at

Oct 01,

Cost Amortization

For the

year

As at

Sep 30,

Book Value

as at

Sep 30

Life

2011 ERP System  2,200  3,300  5,500  -      733  733 4,767 5 Years

2010 ERP System
(under development)  -    2,200  2,200  -      -    -   2,200  -

(Rupees in ‘000)

2011 2010

4.2    Disposal of property, plant and equipment

5. INTANGIBLE ASSET

Computers & accessories

    Computers  297  136  161  287  126 Insurance claim EFU Geneneral Insurance Ltd.

Vehicles

-   Suzuki Mehran VXR

     Reg. # AKV-154  390  253  137  137  -   Employee Mr. M. Naeem 

car scheme Employee

-  Suzuki Alto VXR

    Reg. # APL-354  516  278  238  238  -   Employee Mr. Wasim Akhtar 

car scheme Employee

-  Honda Civic

    Reg. # ASF-414  1,800  455  1,345  1,650  305 Insurance claim EFU Geneneral Insurance Ltd.

 - Toyota Corolla XLI

    Reg. # AJR-378  920  618  302  302  -   Employee Mr. A. R. Mallah

car scheme Employee

 3,626  1,604  2,022  2,327  305 

Aggregate of assets

disposed-off  having

book value below

Rs.50,000 each:

Vehicles (Motorcycle)  12  12  -    12  12 

2011  3,935  1,752  2,183  2,626  443 

2010  736  695  41  64  23 

4.3 This includes Rs.173.05 million (2010 : Rs. 173.05 million) in respect of revaluation surplus (Refer

note no.18). Had the revaluation not been carried out the freehold land would have been stated at

Rs.1.39 million (2010 : Rs.1.39 million).

Description
Cost

Book
value

Sales
proceeds

Gain
Mode of
disposal

Particulars of buyer
Accumulated
depreciation

(Rupees in ‘000)

4.4  Capital work-in-progress

Civil work  1,019  2,268 

Plant and machinery  72,210  121,013 

 73,229  123,281 

(Rupees in ‘000)
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(Rupees in ‘000)

5.1   Amortization charged for the year has been allocated as follows:

Cost of sales 27  440  -

Distribution cost 28  73  -

Administrative expenses 29  220  -

 733  -

6.    LONG TERM INVESTMENT - In Associate

Unicol Limited

11,549,998 (Sep. 2010: 10,499,998 ) 

fully paid ordinary  shares

of Rs.10/- each

Equity held : 33.33 % (Sep. 2010 : 33.33%) 6.1 176,077 167,791

Share of profit 6.1.2 42,826  8,286

 218,903  176,077

6.1 Unicol Limited

The Company holds 33.33 % (2010: 33.33 %) interest in Unicol Limited, which is a public limited (Un-

quoted) company. Share of profit / loss arising from the associate has been taken to profit and loss

account in accordance with the accounting policy as mentioned in note no.3.6(a) . The share of

Company in the net assets has been determined on the basis of the un-audited financial statements

for the year ended September 30, 2011.

6.1.1 The Company's interest in assets & liabilities of

an associate is as follows:

Tangible fixed assets  267,389  258,726

Other long term assets  6,607  19,651

Current assets  273,072  265,130

 547,068  543,507

Long term liabilities  (47,587)  (84,731)

Current liabilities  (280,578)  (282,699)

 (328,165)  (367,430)

Net assets  218,903  176,077

6.1.2 The Company's share in profit and loss of an associate is as follows:

Sales  664,886  504,236

Cost of goods sold  (556,480)  (449,103)

 108,406  55,133

Other expenses, income and taxes  (65,580)  (46,847)

 42,826  8,286

7.  LONG TERM DEPOSITS

These represent deposits paid by the Company for obtaining various services.
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(Rupees in ‘000)

2011Note 2010

8.  STORES, SPARE PARTS AND LOOSE TOOLS

Stores 74,335 47,361
Spare parts 82,726 69,193
Loose tools 734 590

157,795 117,144
Provision for obsolescence  (6,000) (6,000)

 151,795 111,144
9.  STOCK-IN-TRADE

Sugar 27  884,253  122,921
Sugar in process 27  2,528  2,794

886,781  125,715

10.    TRADE DEBTS - Unsecured, considered good

Related party:
  Unicol Limited  1,289  87,105
Others:  12,192  3,874

 13,481  90,979

10.1  Trade receivable are non-interest bearing and aging analysis of trade debts is as follows:

Neither past due nor impaired  13,481  90,979

11.  LOANS AND ADVANCES - Unsecured

Considered good:
Against expenses  -    18
To suppliers  97,488  68,767
To employees classified as recoverable
  within next twelve months  437  244
To Provident fund trust  405  3,658
Against letters of credit  10,480  884
To sugar cane growers  763  763
To transport contractors                                                    3,279  3,078

 112,852  77,412
Considered doubtful:

Sugar cane growers 5,400  5,400
Provision there against  (5,400)  (5,400)

 -      -

112,852 77,412
12.    SHORT-TERM PREPAYMENTS 

Prepaid insurance  650  618
Prepaid rent  78  102
Prepaid others  523  660

 1,251  1,380

13.    OTHER RECEIVABLES

Sales tax / federal excise duty on sale of sugar  24,880  5,896
Special excise duty on sale of sugar  713  737
Miscellaneous  469 170

26,062 6,803



(Rupees in ‘000)

2011Note 2010

(Rupees in ‘000)

2011 2010

Number of Shares

2011 2010
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14.    SHORT TERM INVESTMENTS

Available-for-sale securities - Related party 

 Quoted:

Cherat Cement Company Limited

 3,427,502 (2010: 3,427,502) 

 fully paid ordinary  shares

 of Rs.10/- each 28,277 37,565

Cherat Packaging Limited ( formerly Cherat Papersack Limited)  

 854,613 (2010: 405,000)

  fully paid ordinary  shares

 of Rs.10/- each 29,903 19,051

58,180 56,616

15.    TAXATION - NET 

Income tax - net of provision  1,059  -

16.  CASH AND BANK BALANCES

With banks in:

  Current accounts  10,239  26,865

   PLS accounts  16.1  4,200  3,077

 14,439  29,942

Cash in hand  1,212  1,210

 15,651  31,152

16.1 Effective profit rate in respect of PLS accounts is 5% per annum (2010:  5 % per annum).

17.  SHARE CAPITAL

17.1 Authorized capital

 15,000,000  15,000,000 Ordinary shares of Rs. 10/- each 150,000 150,000

17.2 Issued, subscribed and paid-up capital

Fully paid ordinary shares of Rs. 10/- each

 1,770,000  1,770,000 Issued for cash 17,700 17,700

Issued as fully paid

bonus shares :

 5,257,680  4,618,800  -Opening balance 52,577 46,188

 1,405,535  638,880  -Issued during the year 14,055 6,389

 6,663,215  5,257,680 66,632 52,577

 8,433,215  7,027,680  84,332  70,277 
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From commercial
banks

Mode & commencement
of repayment

Security Rate
(Rupees in ‘000)

2011 2010

Number of shares

2011 2010

(Rupees in ‘000)

2011Note 2010

(Rupees in ‘000)

2011 2010

17.3 Following is the detail of shares held by the related parties.

Name of related parties

Faruque (Private) Limited 3,493,380 2,911,150
Greaves Pakistan (Private) Limited 201,229 167,691

3,694,609 3,078,841
18.  RESERVES

The detailed reconciliation of  reserves is disclosed in the statement of changes in equity.

19.  SURPLUS ON REVALUATION OF FIXED ASSETS

Surplus on revaluation of free hold land 173,056  173,056

It represents revaluation of free hold land which has been carried out by independent valuers M/s Engineering
Pakistan Int'l (Pvt.) Limited as of July  21,  2009 to determine the present (realizable) market value by
enquiring from local active realtors. Revaluation surplus was credited to surplus on revaluation of fixed assets
account.

20.  LONG TERM FINANCINGS - Secured

Plant Expansion
  loans

Finance I Nine quarterly First pari-passu 88,889  133,334 6 months average
Installments equitable  KIBOR + 1%
commenced from hypothecation
September 2009 charge on plant

& machinery

Finance 2 Ten quarterly First pari-passu  300,000  -    6 months average
Installments equitable  KIBOR + 0.75%
commencing from hypothecation
February 2013 charge on

moveable fixed
assets

 388,889  133,334 

Less: Current maturity  44,444  44,444 
344,445 88,890 

21.  DEFERRED LIABILITIES

Quality premium 25.1.2 and 25.1.3 78,985 78,985
Market  committee fee 25.1.4 25,572 23,026
Surcharge on cess payable 3,547 3,547
Deferred tax liability - net 21.1 143,783  143,783
 251,887 249,341



(Rupees in 000)

2011Note 2010

(Rupees in ‘000)

2011Note 2010

64

M
IR

P
U

R
K
H

A
S
 S

U
G

A
R
 M

IL
LS

 L
TD

21.1  DEFERRED TAX LIABILITY  - NET

Taxable temporary differences arising in respect of :

- Accelerated tax depreciation allowance  188,898 188,898

Deductible temporary differences arising in respect of :

- Liabilities written back  (1,575) (1,575)

- Turnover tax  (43,540)  (43,540)

 (45,115) (45,115)

 143,783 143,783

22.  TRADE AND OTHER PAYABLES

 

Creditors

 - For goods supplied  133,185  132,175

 - Others  -    6,800

Accrued liabilities  22,404  11,838

Advances from customers  450,692  179,603

Deposits  145  145

Unclaimed dividend  2,942  2,694

Other liabilities                                                                   22.1  28,427  32,738

 637,795  365,993

22.1  Other liabilities

Suppliers income tax 138  94

Staff income tax  1,436  661

Sales tax with held payable  1,245  409

Sales tax  5,731  6,163

Special excise duty  45  911

Workers' profit participation fund 22.1.1  6,738  7,952

Workers' welfare fund  5,583  3,022

Others 7,511  13,526

28,427  32,738

22.1.1 Workers' Profit Participation Fund

Balance as on October 01  7,952  9,757

Interest there on 32  292  345

 8,244  10,102

Less: Payment during the year  (8,244)  (10,102)

 -    -

Add:  Contribution for the year  6,738  7,952

 6,738  7,952

23.     ACCRUED MARK-UP

On long-term financing  9,292 5,177

On short-term borrowings  23,017 9,666

32,309 14,843

24.     SHORT TERM BORROWINGS-SECURED

This represents utilised portion of running finance facilities aggregating Rs.1,569 million (2010 : 1,199
million) obtained from various commercial banks. These carry mark-up ranging from 1 month KIBOR +
1.75 % to 3 month KIBOR + 0.75 %  per annum. The facilities are secured against registered first pari passu
hypothecation charge over various assets of the Company. These facilities are repayable / renewable
annually.
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25.     CONTINGENCIES AND COMMITMENTS

25.1   Contingencies:

25.1.1 The Company has filed suits before the Honourable High Court of Sindh against the arbitrary action
of Collector of Customs and Central Excise for denying the rebate claim related to the financial
years 1991-92 and 1992-93. The Company is entitled to get 50 % rebate in Excise Duty which
amounts to Rs.11.15 million and Rs.1.14 million respectively on account of excess production during
the years over the preceding years production. The Company has paid the amount demanded by
the Government. The amount has already been charged off in the accounts. The management of
the Company is of the view that outcome of the suit would be in favour of the Company.

25.1.2 The sugar mills in Sindh are required to pay quality premium to the cane growers at the rate of
fifty (50) paisas per forty (40) Kg cane for each 0.1 % of excess sucrose recovery above the
benchmark of 8.7 % determined on over all sucrose recovery of each mill. The Company challenged
the levy of quality premium before the Honorable High Court of Sindh, which decided the matter
against the Company. Aggrieved with the judgment, the Company has filed an appeal with the
Honorable Supreme Court of Pakistan. While admitting the appeal against the impugned judgment
of the Honorable High Court, the Honorable Supreme Court granted stay. The Punjab government
is not charging any quality premium in view of an earlier decision of Lahore High Court in a similar
case in which the Court had declared the demand of quality premium as unlawful. The Company
has recognised the financial impact upto September 30, 2008, as a matter of prudence as described
in note 25.1.3.

25.1.3 The Company has challenged in the Honorable High Court of Sindh, the issue of Notification No.
8 (142) SO (EXT) / 95 – XXI dated 24th December, 2002 issued by the Secretary to the Government
of Sindh, Agriculture Department in connection with the fixation of  sugar cane price and payment
of quality premium. Pending judgement of the Sindh High Court, the Company has provided the
liability in this regard, As judgement is still pending the government has suspended the levy of
quality premium for crushing season 2008-09, 2009-10 and 2010-11.

25.1.4 The Company has filed a case in the Honourable High Court of Sindh against the levy of market
committee fee by the Government of Sindh on sugarcane purchased at the factory.  The Sindh High
Court has granted status quo. Full todate provision of Rs.25.57 million (2010: Rs.23.03 million)
has been made as a matter of prudence, which includes Rs.2.54 million for the crushing season
2010-11.

25.1.5 a) The Company challenged levy of further sales tax @1.5 % under the Sales Tax Act 1990,
amounting to Rs.4.89 million in the Sindh High Court, for which relief was granted. Against
the judgment, the department preferred appeal with the Honourable Supreme Court, and got
stay order. The Honourable Supreme Court of Pakistan has set aside the case and referred it
to the lower level. No provision is made in this regard since the management is confident that
the outcome would be in Company's favour. 

b) The amendment brought in vide Finance Ordinance 2001 in the Sales Tax Act with the intention
to nullify the decision of the High Court on levy of further tax @3% w.e.f 18 June 2001 does
not change the  legal position of further tax. However, the Company made the payment of 3%
further tax under protest in order to avoid the additional tax and penalties. In previous years,
Honourable Supreme Court of Pakistan had set asided the case and referred it to the tribunal
level, where the Company appeal is pending. In view of the contingencies involved in this case,
the Company has not accounted for as refund an amount of Rs.50.97 million being the further
sales tax paid in this behalf.

25.1.6 The Company challenged levy of professional tax under Finance Act 1999 in the Sindh High Court.
Accepting Company’s contention, the Honourable High Court granted relief. The Government has
filed appeal against the judgment in the Honourable Supreme Court of Pakistan. No provision has
been made since 1999-2000 for levy totaling Rs.0.93 million (2010: Rs.0.85 million). The Company
is confident that the same is not likely to materialize.

25.1.7 The Company in 2010, has filed a petition in the Honourable Supreme Court of Pakistan against
a show cause notice issued by Competition Commission of Pakistan (CCP), challenging the vary
jurisdiction of the Competition Commission. The Honourable Supreme Court of Pakistan has disposed
the petition on the ground that this matter is already under proceedings with Honourable High
Courts and refrained CCP from passing any final / penal order till a final decision is achieved at
Honourable High Courts. Therefore, there are no financial implications related to this at the moment.
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(Rupees in ‘000)

2011Note 2010

25.1.8 The Company in 2010, has filed a suit before the Honourable High Court of Sindh against Pakistan
Standards and  Quality Control Authority (the Authority) challenging the levy of marking fee under
PSQCA Act-VI of 1996. The Authority has demanded a fee payment @ 0.1% of ex-factory price
for the year 2008-09 amounting to Rs. 1.40 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. The Honourable High Court of SIndh has accepted the petition and
termed that the impugned notifications have been issued without lawful authority and suspended
the operation of the impugned notifications. No provision has been made in this regard since the
management is confident that the outcome would be in Company's favor as the amount is insignificant
and is not likely to materialize.

25.2   Commitments

25.2.1   Letters of credit issued by commercial banks  2,983  2,775

25.2.2   Corporate guarantee issued  on behalf of Unicol Limited.  138,000  138,000

26.       TURNOVER - NET

Local Sales  2,857,555  2,966,831

Less: Sales tax / federal excise duty  (103,397)  (122,850)
        Special excise duty  (14,487)  (20,310)

 (117,884)  (143,160)

 2,739,671  2,823,671
27.     COST OF SALES

Sugar cane cost 2,775,576 2,325,031
Raw sugar consumed  217,549  -
Stores and spare parts consumed 95,341 64,391
Packing material and expenses 22,977 16,744
Salaries, wages and other benefits 27.1 153,734 131,797
Water, fuel and power   25,630 13,705
Insurance 4,765 3,424
Repairs and maintenance 19,243 10,952
Vehicles expenses 10,034 7,824
Sugar handling expenses 1,709 1,018
Other expenses 8,622 5,545
Depreciation 4.1.1  35,918 25,400
Amortization 5.1  440  -

3,371,538 2,605,831 

Sugar-in-process  
 - opening 2,794 1,693
 - closing 9  (2,528) (2,794)

266  (1,101)

3,371,804 2,604,730

Less:  - sale of molasses 27.2  220,475 152,332
- stock adjustment -     (2,938)
- sale of bagasse 27.2  14,700 53,175

235,175  202,569

Cost of goods manufactured 3,136,629 2,402,161

Finished goods - opening 122,921  198,540
- closing 9  (884,253)  (122,921)

 (761,332)  75,619 

2,375,297 2,477,780

27.1   This includes Rs. 13.36 million (2010: Rs.8.85 million) in respect of staff retirement benefits.
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(Rupees in ‘000)

2011Note 2010

27.2  These  figures  are  net  off  sales  tax and special excise duty  of  Rs. Nil  (2010 : Rs.4.60 million) in

 respect of molasses and Rs.2.64 million  (2010 : Rs. 9.19 million) in respect of bagasse.

28.     DISTRIBUTION COST

Salaries, wages and other benefits 28.1 2,279  1,672

Insurance 2,229  2,703

Sugar dispatch expenses  -   43

Forwarding expenses  692  472

Brokerage and commission  69  95

Other expenses  415  -

Depreciation 4.1.1  183  -

Amortization 5.1  73  -

 5,940  4,985

28.1   This includes Rs. 0.201 million (2010: Rs. 0.068 million) in respect of staff retirement benefits.

29.    ADMINISTRATIVE EXPENSES

Salaries, wages and other benefits 29.1 47,153 43,448

Directors' fee  460 160

Rent, rates and taxes 1,241 2,159

Communication expense 2,298 1,979

Conveyance and travelling 7,453 5,628

Printing and stationery 1,048 1,149

Entertainment 1,038 687

Vehicles expenses 1,785 3,133

Insurance 1,551 1,443

Repairs and maintenance 2,613 3,519

Subscription 1,510 504

Legal and professional charges 4,692 6,236

General expenses 731 486

Utilities 2,084 2,111

Depreciation 4.1.1 3,956 6,466

Amortization 5.1 220  -

 79,833 79,108

29.1   This includes Rs. 8.43 million (2010: Rs. 7.38 million) in respect of staff retirement benefits.

30.     OTHER OPERATING EXPENSES

Auditors' remuneration 30.1  510  491

Workers' profit participation fund 22.1  6,738  7,952

Workers' welfare fund 22.1  2,561  3,022

Charity and donation 30.2  2,997  389

 12,806  11,854

30.1 Auditors' Remuneration

Audit fee  285  265

Cost audit fee  125  105

Out of pocket expenses  100  121

 510  491

30.2   None of the directors or their spouses had any interest in the donees.
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31.     OTHER OPERATING INCOME

Income from financial assets

Dividend income from a related party  810  -     

Profit on PLS and deposit accounts with banks  678  855

Mark-up on provident fund balance  205  195

Mark-up on growers' loans  80  191

 1,773  1,241

Income from non-financial assets

Gain on disposal of operating property, plant and equipment 4.2  443  23

Other

Miscellaneous  2,767  810

4,983 2,074

32.     FINANCE COST

Mark-up on long-term financing 22,556 22,395

Mark-up on short-term borrowings 121,050 79,760

Interest on workers' profit participation fund 22.1.1  292  345

Bank charges 1,412 1,458

145,310 103,958

33.     PROVISION FOR TAXATION

The assessments of the Company for and upto the tax year 2011 have been completed or deemed to be

assessed. In view of unabsorbed losses, the Company is only liable to pay minimum tax and  final tax in

the current year, therefore, no numerical tax reconciliation is given.

34.     EARNINGS PER SHARE- BASIC

Profit  after taxation 137,714 84,299

Weighted average number of ordinary shares in 

   issue during the year 8,433,215 8,433,215

Earnings per share - basic (Rupees) 16.33 10.00 *

 * restated

35.    FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company has exposed to the following financial risks from the use of financial instruments :

  - Market risk including  currency risk, interest rate risk and price risk. 

  - Credit risk

  - Liquidity risk.

This note presents information about the Company’s exposure to each of the above risk, the Company’s

objectives, policies and procedures for measuring and managing risk, and the Company’s management

of capital. Further quantitative disclosures are included throughout these financial statements.

The Company risk management policies are established to identify and analyze the risks faced by the

Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. The

Company overall risk management programme focuses on the unpredictability of financial markets and

seeks to minimize potential adverse effects on the Company’s financial  performance. 
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The Company’s senior management provides policies for overall risk management, as well as policies

covering specific areas such as foreign exchange risk, interest rate risk, credit risk, financial instruments and

investment of excess liquidity. It is the company policy that no trading in derivatives for speculative purpose

shall be undertaken.

The Board of Directors reviews and agrees policies for managing each of these risks which are summarized

below :

35.1 Market risk 

Market risk is the risk that fair value of future cash flows will fluctuate because of changes in market

prices The Company has exposed to market  risks such as interest rate risk and price risk

Financial instruments affected by market risk include short-term investments (available- for- sale), long

term financing and short-term borrowings. 

a)      Foreign currency risk

Foreign currency risk is the risk that fair value or future cash flows of a financial instrument will fluctuate

because of the change in foreign exchange rates. The Company's exposure to the risk arises mainly

from future economic transactions or receivables and payables that exist due to transaction in foreign

exchange

b)      Interest rate risk

Interest rate risk is the risk that fair value or future cash flows of the  financial instruments will fluctuate

due to change in the market interest rates. The Company interest rate risk  arises from long-term and

short-term borrowings obtained with floating rates. All the borrowings of the Company are obtained

in functional currencies. Applicable interest rates of financial instruments are given in respective notes.

Change in interest rate by 2% may have a positive or negative impact of approximately Rs. 20.31

million (2010: Rs.13.86 million )  in profit & loss account before taxation. The analysis made based

on the assumption that all other variable remains constant.

c)      Price risk

Price risk represents the risk that the fair value of future cash flows of a financial instrument will fluctuate

because of change in market prices ( other then those arising from interest rate risk). The Company

has exposed to other price risk like equity risk that arise from Company’s investment in listed securities

that are classified as available-for-sale investments. Listed securities are susceptible to market price

risk arising from uncertainties about future returns of the investment securities.

At the balance sheet date, the exposure to listed equity securities at fair value was Rs. 58.18 million

(2010: Rs.56.62 million). A decrease in 10% in the share price of the listed securities would have an

impact of approximately Rs.5.82 million on the equity or income depending whether or not the decline

is significant and prolonged. An increase of 10% in the share price of the listed securities would impact

equity in the similar amount but will not have an effect on income unless there is an impairment charge

associated with it.

35.2  Credit Risk

Credit risk is the risk of financial loss to the Company if counter parties to a financial instrument fails

to meet its contractual obligations. The Company does not have significant exposure in relation to

individual customers. Aging analysis of trade debts is disclosed in note no.10 of this financial statements.

The Company exposure to credit risk is minimal as the Company receives advance against sale of

goods to customers.
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35.2.1  Credit quality of financial assets

The credit policy of financial assets that are neither past nor impaired can be assessed by reference

to external credit ratings or to historical information about counterparty default rates :

Trade debts 

Customers with no default in the past one year 13,481 90,979 

Advances           

Counter parties without credit rating     101,530 72,608 

Short-term investments

Counter parties without credit rating 58,180 56,616 

Cash at bank

A1 + 14,439  29,942 

35.3  Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligation as they

fall due.

The Company applies prudent liquidity risk management by maintaining sufficient cash and the

availability of funding through an adequate amount of committed credit facilities. As at balance

sheet date, the Company has unused credit facilities of Rs.1,094 million (2010 : Rs.1,037 million)

The maximum exposure to credit risk at the reporting date is as follows :

Long-term deposits 732 732 

Trade debts 13,481 90,979 

Advances 101,530 72,608 

Short-term investments 58,180 56,616 

Bank balances 14,439 29,942 

188,362 250,877

Table below summarises the maturity profile of the Company’s financial liabilities at the following

reporting dates based on contractual undiscounted payments. Balances due within 12 months equal

their carrying balances as the impact of discounting is not significant.

I n t e r e s t  b e a r i n g  Non - i n t e re s t  bea r ing 2011 2010

Less than One to Sub total Less than One to Sub total Total
one year five years (a) one year five years (b)  (a+b)

(Rupees in ‘000)

Financial liabilities:

Long term financing  44,444  344,445  388,889 -     -     -      388,889  133,334 

Deferred liabilities  -     -     -     -      108,104  108,104  108,104  105,558 

Short-term borrowings  475,032 -      475,032 -     -     -      475,032  161,878 

Trade & other payables -     -     -      619,290 -      619,290  619,290  347,536 

Accrued mark-up -      -     -      32,309 -      32,309  32,309  14,843 

 519,476  344,445  863,921  651,599  108,104  759,703  1,623,624  763,149
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Financial assets measured at fair value

30 September 2011
Investment at fair value (available-for-sale securities)  58,180  58,180  -    -

 30 September 2010
Investment at fair value (available-for-sale securities)  56,616  56,616  -    -

(Rupees in ‘000)

Total Level 1 Level 2 Level 3

(Rupees in ‘000)

2011 2010

Effective  interest  rates  for  the monetary financial assets and liabilities are mentioned in  the
respective notes to the financial statements.

35.4  Fair value of financial instruments

Fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable willing parties in an arm's length transaction.

Financial assets which are tradable in an open market are revalued at the market prices prevailing
on the balance sheet date. The estimated fair value of all other financial assets and liabilities is
considered not significantly different from book value.

The following table shows financial instruments recognized at fair value, analysed between those
whose fair value is based on:

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

Level 2: Those involving inputs other than quoted prices included in Level 1 that are observable for the asset
or liability, either directly (as prices) or indirectly (derived from prices); and

Level 3: Those whose inputs for the asset or liability that are not based on observable market date (unobservable
inputs)

35.5  Capital risk management

The Company's objective when managing capital are to safeguard the Company's ability to continue

as going concern in order to provide returns for share holders and benefits for other stakeholders

and to maintain an optimal capital structure to reduce the cost of capital. The Company is not subject

to any externally imposed Capital requirements.

The Company manages its capital structure and makes adjustment to it in the light of changes in
economic conditions. To maintain or adjust the capital structure, the Company may adjust the
dividend payment to shareholders or issue new shares.

The gearing ratios as at Sep. 30, 2011 and 2010 were as follows

Total Long term debt 388,889  133,334 

Share Capital 84,332 70,277 

Reserves 411,367 311,318 

Total Equity  495,699  381,595 

Total Equity and Long term debt  884,588  514,929 

Gearing ratio                  43.96%             25.89%



Remuneration & bonus  14,675  18,461  7,150  14,175  17,711  9,540

Housing allowance  1,320  3,024  2,336  1,303  2,894  2,841

Utilities  250  629  519  250  604  631

Leave fare assistance  840  840 -       780  780  -

Retirement benefits  1,836  1,836  1,013  1,635  1,635  1,252

 18,921  24,790  11,018  18,143  23,624  14,264

1  2  7  1  2  9

The Chief Executive, Directors and Executives are provided with the use of Company maintained cars and

are also provided with the residential telephone facility which is reimbursed at actual to the extent of their

entitlements.

2011 2010

(Rupees in ‘000)

Chief
Executive

Directors Executives Chief
Executive

Directors ExecutivesParticulars

No. of persons

(Rupees in ‘000)

2011 2010
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36.    REMUNERATION OF CHIEF EXECUTIVE, DIRECTORS & EXECUTIVES

37.    TRANSACTIONS WITH RELATED PARTIES :

Related parties comprise of related group companies,  associated companies, directors and executives. The

Company in the normal course of business carries out transactions with various related parties. Amounts

due from and to related parties, contribution to staff benefit funds, mark-up on loans, amount due fro

executives and remuneration of directors and executives are disclosed in the relevant notes. Other  material

transactions with related parties are given below :

Relationship Nature of Transaction

Group Companies Services received  3,307  2,473 

Goods purchased  1,533  1,619 

Goods sold  247,574  203,299 

Dividend received  810  -     

Investment made  14,632  -     

Dividend paid  4,619  6,997

Other related parties Insurance premium  1,765  1,609 

Contribution to staff provident  20,521  16,298 

   and gratuity funds

In addition, certain actual administrative expenses are being shared amongst the group companies.

38.    RECENT ACCOUNTING DEVELOPMENTS

38.1 Standards and interpretations issued but not yet effective from the current financial year.

The following revised standards, amendments and interpretations with respect to the approved

accounting standards as applicable in Pakistan would be effective from the dates mentioned below

against the respective standards or interpretation:
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standards will not have any material impact on the Company's financial statements in the period of initial

application, except certain additional disclosures.    

In addition to above amendments to various accounting standards have also been issued by the IASB. Such

improvements are generally effective for accounting periods beginning on or after 01 January 2011. The

Compay expects that such improvements of the standards will not  have any material impact on the Company's

financial statements in the period of initial application.

Further, the following new standards have been issued by IASB which are yet to be notified by the Securities

and Exchange Commission of Pakistan for the purpose of applicability in Pakistan 

Standard or Interpretation Effective dates
(accounting periods beginning on or after)

IAS 1 Presentation of Financial Statements- Amendments to

revise the way other comprehensive income is presented  01 July 2012

IFRS 7 Financial Instruments: Disclosures- Amendments

enhancing disclosure about transfers of financial assets.  01 July 2011

IAS 12 Income tax (Amendment) - Deferred Taxes: Recovery

of Underlying Assets  01 January 2012

IAS 19 Employee benefits - Amended Standards resulting from

the Post-Employment Benefits and Termination

Benefits projects  01 January 2013

IAS 24 Related Party Disclosure (Revised)  01 January 2011

IFRIC 14 Prepayments of a minimum Funding Requirement

(Amendment)  01 January 2011

IFRIC 15 Agreements for the Construction of Real Estate

IFRIC 16 Hedges of a Net Investment in a Foreign

Operation 

IFRIC 17 Distributions of Non-cash Assets to Owners 

IFRIC 18 Transfers of Assets from Customers

Standard or Interpretation IASB Effective dates
(annual periods beginning on or after)

IFRS 9 Financial Instruments  01 January 2015

IFRS 10 Consolidated Financial Statements  01 January 2013

IFRS 11 Joint Arrangements  01 January 2013

IFRS 12 Disclosure of Interest in Other Entities  01 January 2013

IFRS 13 Fair Value Measurement  01 January 2013



ASLAM FARUQUE
Chief Executive

TARIQ FARUQUE
Director

2011 2010

2011 2010

(Rupees in ‘000)
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The sugar production plant capacity is based on crushing  sugar cane on daily basis and the sugar production

is dependent on certain factors which include sucrose recovery percentage. The short fall in actual crushing

is mainly on account of shortage of sugar cane. 

40.    DATE OF AUTHORIZATION FOR ISSUE

These financial statements have been authorized for issue on December 15, 2011 by the Board of Directors

of the Company.

41.    DIVIDEND AND APPROPRIATIONS

Subsequent to the year ended September 30, 2011, the Board of Directors has approved/ proposed the

following in its meeting held on December 15, 2011 for the approval of the members at the Annual Genaral

meeting.

Proposed cash dividend @ Re. 1 per share (2010:

@ Rs.1.50 per share) 8,433  10,542

Proposed bonus shares @ 15%  (2010: 20%)  12,650  14,055

42.    CORRESPONDING FIGURES

Corresponding figures have been rearranged, wherever necessary for the purpose of comparison.

Reclassifications have been made in note 27 to the financial statements & Cost audit fee that has been

transferred from administrative expenses to other operating expenses.

43.    GENERAL

Figures have been rounded off to the nearest thousand of rupees unless otherwise stated.

39.    CAPACITY AND PRODUCTION

No. of days mill operated  144  121

Crushing capacity per day (M.tons)  5,000  4,500

Total crushing capacity on the basis of no. of days (M.tons)  720,000  544,500

Actual crushing (M.tons)  509,204  455,129

Sugar production (M.tons)  52,993  48,202



categories of shareholders
as at september 30, 2011

pattern of shareholding
as at september 30, 2011

 1,023 1 100 22,555 0.2675

 372 101 500 96,110 1.1397

 122 501 1000 92,221 1.0935

 148 1001 5000 366,426 4.3450

 35 5001 10000 262,246 3.1097

 5 10001 15000 60,452 0.7168

 3 15001 20000 54,991 0.6521

 2 20001 25000 47,634 0.5648

 2 25001 30000 53,755 0.6374

 1 35001 40000 35,503 0.4210

 1 85001 90000 85,857 1.0181

 1 95001 100000 95,016 1.1267

 1 105001 110000 109,648 1.3002

 1 170001 175000 170,900 2.0265

 1 200001 205000 201,228 2.3861

 1 215001 220000 216,212 2.5638

 2 230001 235000 464,962 5.5135

 1 340001 345000 343,233 4.0700

 1 505001 510000 509,864 6.0459

 1 565001 570000 568,713 6.7437

 1 1080001 1085000 1,082,310 12.8339

 1 3490001 3495000 3,493,380 41.4241

 1,726 8,433,216 100.0000

Individuals  1,678  1,575,898  18.6868

Financial Institutions  19  2,113,953  25.0670

Insurance Company  1  216,212  2.5638

Investment Companies  3  852  0.0101

Charitable Trusts  4  15,027  0.1782

Joint Stock Companies  3  3,706,195  43.9476

Others  18  805,079  9.5465

 1,726  8,433,216  100.0000

%
Number of

shares held

Number of

shareholders
Categories

Number of

shareholders

Shareholding

From To

Shares

held
%
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pattern of shareholding
as at september 30, 2011

ADDITIONAL INFORMATION

Shareholders' Category Shares held

Associated companies

Faruque (Private) Limited  3,493,380

Greaves Pakistan (Private) Limited  201,228

Government Institutions

National Bank of Pakistan  (Trustee of NIT)  1,082,310

Investment Corporation of Pakistan (ICP)  464

Directors and Chief Executive and their spouses

Mr. Mahmood Faruque  109,648

Mrs. Chaman Faruque W/o Mr. Mahmood Faruque  13,723

Mr. Mohammed Faruque  1

Mr. Aslam Faruque  6,270

Mr. Akbarali Pesnani  25,885

Mr. Arif Faruque  18,600

Mr. Tariq Faruque  8,707

Mr. Taufique Habib  1,200

Executives  -

Banks, Development Financial  1,248,243

Institutions, Non-banking Finance

Institutions, Insurance Companies 

Modarabas and Mutual Funds

Shareholders holding 10% or more voting interest

Faruque (Private) Limited  3,493,380

National Bank of Pakistan  (Trustee of NIT)  1,082,310
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proxy form

Note: SECP’s Circular of January 26, 2000, is on the reverse side of this form.

Signature of
Shareholder

Please affix
Revenue
Stamp

IMPORTANT
Instrument of Proxy will not be considered as
valid unless it is deposited or received at the
Company’s Registered Office at Modern Motors
House, Beaumont Road, Karachi-75530 not
later than 48 hours before the time of holding
the meeting.

Registered Folio/ Participant’s

ID No. & A/c No.

No. of Shares held

I / We

of

being member of Mirpurkhas Sugar Mills Limited, hereby appoint

of

another member of the Company as my / our proxy to attend & vote for me / us and on my / our behalf

at the 47th Annual General Meeting of the Company to be held on Tuesday, January 31, 2012 at 03:00

p.m. and at any adjournment thereof.

WITNESSES:

Signature

Name

Address

CNIC or Passport No.

1.

Signature

Name

Address

CNIC or Passport No.

2.

MIRPURKHAS SUGAR MILLS LTD
47th Annual General Meeting
2011



Securities and Exchange Commission of Pakistan
STATE LIFE BUILDING # 7, BLUE AREA, ISLAMABAD

Sub : GUIDELINES FOR ATTENDING GENERAL MEETINGS AND APPOINTMENT OF PROXIES

The shares of a number of listed companies are now being maintained as “book entry security”on the Central

Depository System (CDS) of the Central Depository Company of Pakistan Limited (CDC). It has come to the

notice of the Commission that there is some confusion about the authenticity of relevant documents in the

matter of beneficial owners of the shares registered in the name of CDC for purposes of attending the general

 meetings and for verification of instruments of proxies. The issue has been examined and pending the further

instructions to be issued in this regard the following guidelines for the convenience of the listed companies

and the beneficial owners are laid down :

A. Attending of meeting in person by account holders and/or sub-account holders and persons

whose securities are in group account and their registration details are uploaded to CDS :

(1) The Company shall obtain list of beneficial owners from the CDC as per regulation # 12.3.5
of the CDC Regulations.

(2)  In case of individuals, the account holder or sub-account holder and/or the person whose

securities are in group account and their registration details are up loaded as per the regulations,

shall authenticate his identity by showing his orignal National Identity Card (NIC) or original

Passport at the time of attending the meeting.

(3) In case of Corporate entity, the Board of Directors’ resolution /power of attorney with specimen

signature of the nominee shall be produced at the time of the meeting.

B. Appointment of Proxies :

(1) In case of individual, the account holder or sub-account holder and/or the person whose securities

are in group account and their registration details are uploaded as per the Regulations, shall 

submit the proxy form as per requirement notified by the Company.

(2) The proxy form shall be witnessed by two persons whose names, addresses and NIC numbers

      shall be mentioned on the form.

(3) Attested copies of NIC or the Passport of the beneficial owners and the proxy shall be furnished

with the Proxy Form.

(4) The proxy shall produce his orignal NIC or original Passport at the time of the meeting.

(5) In case of Corporate entity, the Board of Directors’ resolution/power of attorney with specimen

       signature shall be submitted alongwith Proxy Form to the Company.

sd.
(M. Javed Panni)

Chief (Coordination)

Circular No.1 of 2000

Islamabad, January 26, 2000.

Circular
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