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VISION

To succeed and grow to the utmost satisfaction
of the customers, employees and shareholders.

MISSION

To strive for still higher levels of efficiency,
productivity, cost effectiveness, profitability,
customer satisfaction, congenial employees
relations, profit sharing with shareholders and
hence gaining further strength to continue to
succeed and grow.



CORPORATE STRATEGY

To maximize effective utilization of men, material and
machines, by encouraging, supporting and rewarding
the employees, eliminating any waste, reducing costs
aiming and establishing Shahtaj Sugar Mills Limited
as the most trusted, efficient and successful name
among all stakeholders and customers.
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Notice of Meeting

All the Shareholders,

Notice is hereby given to all the shareholders of SHAHTAJ
SUGAR MILLS LIMITED that the 57th Annual General
Meeting of the Company will be held on Friday the 27th
January, 2023, at 11.00 A.M. at Beach Luxury Hotel, M.T.
Khan Road, Karachi to transact the following business:

A. ORDINARY BUSINESS

1. To confirm the minutes of 56th Annual General
Meeting held on 27th January, 2022.

2. To consider and adopt audited Financial Statements
of the Company for the year ended 30th September,
2022 together with Auditors’ and Directors’ Reports
thereon.

3. To appoint Auditors of the Company for the year
2022-2023 and to fix their remuneration. The
present Auditors M/s. Riaz Ahmad & Company,
Chartered Accountants, being eligible, have offered
themselves for reappointment.

B. SPECIAL BUSINESS

4. To consider, and if thought fit, to pass the following
resolutions as Special Resolution:

a) ‘RESOLVED that the transactions carried out by the
Company in the normal course of business with related
parties for the period October 1, 2021 to date be and
are hereby ratified, approved and confirmed.’

b) ‘FURTHER RESOLVED that the Chief Executive
Officer of the Company or his nominee be and is hereby
authorized to approve all the transactions carried out
and to be carried out in the normal course with related
parties till  the next Annual General Meeting of the
Company and in this connection the Chief Executive
Officer of the Company or his nominee be and is hereby
authorized to take any and all necessary actions and
sign / execute any and all such documents/ indentures
as may be required in this regard on behalf of the
Company.’

5. To transact any other ordinary business with the
permission of the Chair.
By Order of the Board

et o

Karachi: (JAMIL AHMAD BUTT)
30 December 2022 Company Secretary

Notes:
1. The share transfer books of the Company will remain

closed from 21st January 2023 to 28th January
2023 (both days inclusive).

Members holding shares physically and holders of
Accounts and Sub accounts for Company’s shares
in Central Depository Company of Pakistan Limited,
who wish to attend this Annual General Meeting,
may do so by identifying themselves through their
original CNIC/Passport and providing a copy thereof.

A member entitled to attend and vote at this meeting
may appoint another member as his/her proxy to
attend and vote. Proxies in order to be effective must
be received at the Company’s Registered Office not
less than 48 hours before the meeting and must be
duly stamped, signed and witnessed.

In case of corporate entities, the Board of Directors’
resolution / power of attorney with specimen
signature of he nominee shall be produced (unless it
has been provided earlier) at the time of meeting.

ATTENDING THE MEETING THROUGH VIDEO
LINK

Shareholders interested in attending the Annual
General Meeting (AGM) through video link facility
(*Zoom’ which can be downloaded from Google Play
or Apple App Store) are requested to get themselves
registered with the Company Secretary office at
least two (02) working days before the holding date
of AGM at jamilbutt@shahtaj.com by providing the
following details:

Name of ) Cell Email
Shareholder ©)loiey (el olior No. | Address

e Upon receipt of the above information from
shareholders. The Company will send the login
details at their email address.

e On the AGM day, the shareholders will able to
login and participate in the AGM proceedings
through their smart phone or computer devices
from their any convenient location.

e The login facility will be opened thirty (30)
minutes before the meeting time to enable
the participants to join the meeting after
identification and verification process.

CONSENT FOR VIDEO CONFERENCE FACILITY

Members can also avail video conference facility, in this
regard, please fill the following and submit to registered
address of the Company 7 days before holding of
the Annual General Meeting. If the Company receives
consent from members holding in aggregate 10% or
more shareholding residing at a geographical location,
to participate in the meeting through video conference
at least 7 days prior to the date of the meeting, the
Company will arrange video conference facility in the
city subject to availability of such facility in that city.

I/\We, of , being a
member of Shahtaj Sugar Mills Limited, holder(s) of

ordinary share(s) as per Registered Folio/CDC
account No. hereby opt for video conference
facility at

Shahtaj Sugar Mills Limited




CONVERSION OF PHYSICAL SECURITIES INTO
BOOK ENTRY FORM

As per Section 72 of the Companies Act, 2017 every
listed company is required to replace its physical shares
with book entry from in a manner as may be specified
and from the date notified by the Commission,
within a period not exceeding four years from the
commencement of the Act, i.e., May 30, 2017. Further,
vide its letter dated March 26, 2021, SECP has directed
all the listed companies to pursue its shareholder for
conversion of their physical securities into book entry
form.

Inlight ofthe aforementioned directives, the Shareholders
having physical shareholding are encouraged to open
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CDC account with CDS participant/CDC Investor
Account Services and convert their existing physical
securities into book entry form.

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

A Statement required under this Section relating to
Special Business of agenda Item No. 4 is printed
separately and is being sent to the shareholders of
the Company by post along with the Annual Report
2022 containing the notice of this meeting




Review Report by the Chairman

As required under the Code of Corporate Governance, an
annual evaluation of the Board of Directors of Shahtaj Sugar
Mills Limited was carried out. The purpose of this evaluation
was to ensure that the Board’s overall performance and
effectiveness is measured and bench marked against
expectations in the context of the objectives set forth by the
Company.

For the financial year ended 30 September 2022, the Board’s
overall performance and effectiveness has been assessed
as satisfactory. Improvement is an ongoing process leading
to action plans. The overall assessment as satisfactory is
based on an evaluation of integral components, monitoring
the organization’s business activities; monitoring financial
resource management; effective fiscal oversight; equitable
treatment of all employees and efficiency in carrying out the
Board’s business.

The Board of Directors of your company received agenda
and supporting written material including follow-up material in
adequate time prior to the Board meetings and its committee
meetings. The Board meets frequently enough to discharge
its responsibilities. All Directors including Non-Executive
Directors and Independent Directors actively participate in all
important decisions.

Karachi: Toqueer Nawaz
30 December 2022 Chairman
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Directors’ Report to the Members

On behalf of the Board of Directors, we are pleased to
present the Audited Financial Statements of the Company
for the year ended 30 September 2022.

OPERATIONAL PERFORMANCE

Summarized operating performance of your mills for the year
was as under:

Production Data Season

2022 2021
Start of Season 20.11.2021  15.11.2020
End of Season 25.03.2022 12.03.2021
Duration Days 126 118
Sugarcane crushed M.Tons 1,031,923 842,079
Production:
Sugar M.Tons 91,603 81,181
Molasses M.Tons 45,786 36,593
Recovery:
Sugar % 8.88 9.64
Molasses % 4.44 4.35

By the Grace of Allah, this year, we were able to produce
91,603 M. Tons of sugar i.e. higher by about 12.84% than
last season. We endeavored our best to procure maximum
sugarcane to maximize the production and succeeded due
to significant increase in sugarcane crop and better yield. The
Government of Punjab increased support price for the season
from Rs. 200/- to Rs. 225/- per 40 kg. In order to maximize
production almost every mill in our region was in price war,
resulting excess payment than the government support
price to sugarcane growers. This season cost to procure the
sugarcane — basic raw material ended at Rs. 240.83 per 40
Kg against Rs. 268.79 per 40 Kg of the previous season of
2020-2021. This is almost 10.40% lesser as compared with
the last season. There was decline in sugarcane recovery
percentage from 9.64% to 8.88% in this season due to the
climatic conditions that enforced poor sucrose content in the
sugarcane planted in our area. Significant decline in sugar
recovery percentage as compared to last season adversely
affected our financial results.

Sugar price during the year was depressed because of
record production of sugar in the country, which has resulted
in a big surplus and the Federal Government refused to allow
sugar export despite of high sugar price in the international
market. Further molasses price during the year under review
was better as compared to corresponding period due to high
demand for ethanol in the international market.

FINANCIAL RESULTS

For the year 2021-22, your Company recorded a turnover of
Rs. 6,615.125 million as against Rs. 6,314.278 million in the
corresponding year of 2020-21. The cost of sales was Rs.
5,841.353 million as against Rs. 5,506.204 million in the last
year. Thus, the Company obtained a gross profit for the year
of Rs. 773.772 million as against gross profit of Rs. 808.074
million for the corresponding year of 2020-21. The increase
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in turnover was mainly due to increase in production for the
year as compared to the last year. The finance cost for the
year was Rs. 431.282 million as against Rs. 264.412 million
of the corresponding year due to higher interest rates, higher
utilization of banking limits against pledge of sugar stocks
and long term loans. The distribution cost and administrative
expenses remained under control during the period under
review. However, the net profit for the year was Rs. 1.077
million against net profit of Rs. 204.827 million for the
corresponding year.

Appropriations (Rupees in thousand)
Balance as at 30 September 2021 (174,903)
Dividend @ Rs. 5/- per share for the year 2021 (60,055)
Net Profit after tax 1,077
Other Comprehensive income (1,079)
Share of Associate’s changes in equity-Adjustment  (129,167)
Un-appropriated loss carried forward (364,127)
Profit per share — basic (Rupees per share) 0.09

Keeping in view the low profit for the year, the Directors have
passed over the dividend.

OUTSTANDING STATUTORY PAYMENTS

All outstanding payments are normal and of routine nature.
MATERIAL CHANGES AND COMMITMENTS

No material changes and commitments affecting the financial
position of the Company were observed between the end
of the financial year of the Company to which the financial
statements relate and the date of the report.

FUTURE OUTLOOK

Keeping in view the economic and political condition of
the country the year 2022-23 will be a difficult year for the
sugar industry. According to GAIN research report, the year
2022-23 sugarcane harvested area is slightly reduced due
to the impacts of the recent flooding in the Province of Sind.
Therefore, the forecast for sugarcane crop is lowered to 82.4
million tons. Similarly, with the expected decline in sugarcane
output, the sugar production for the season 2022-23 would be
lowered to 7 Million tons. The forecast for sugar consumption
for 2022-23 is unchanged, in line with population growth,
but a more stagnant domestic food processing sector,
consumption is expected to grow at about 1.5%. This is
a reduction from the 2.5% growth estimated in 2021-22.
More challenging economic conditions are expected to slow
consumption growth in 2022-23. Ending stocks for 2022-
23 are expected to remain at about 2.7 million tons. This
assumes export of 1 million tons. The PSMA has requested
to export 1.2 million tons. But so far, the Government has
allowed export of only100,000 tons which is a negligible
quantity keeping in view the surplus of last season. In line
with overall inflation, sugar prices are expected to increase
in 2022-23, but the surplus domestic supply situation would
keep prices in check.
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The Punjab Government has notified the price of
sugarcane at Rs.300/- per 40 kg. Last year it was Rs.
225/- per 40 kg. We are putting our best efforts to
procure maximum sugarcane from out zone as well as
in zone.

UPDATE ON POWER PROJECT

As informed earlier we are in the process of setting up a
Bagasse based Power Project of installed gross capacity
of 32 MW with 15 MW spillover to the National Grid.
Two steam turbines of generation capacity of 16MW
each have been installed successfully. Work on the
construction of Switch Yard of 132 KV is in progress.
Further, your Company has been granted Generation
License and Upfront Tariff for 30 years by National Electric
Power Regulatory Authority (NEPRA).

We had negotiated and finalized the Energy Purchase
Agreement (EPA) with Central Power Purchasing Agency
(CPPA) which was subsequently approved by the Board
of Directors of CPPA. The EPA could not be executed
on account of the decision of the Cabinet Committee
on Energy (CCoE), that only those projects shall be
implemented where either the Implementation Agreement
(the “IA”) or EPA has been signed. Consequently, the
Company along with five (5) other Bagasse Based
Cogeneration power projects filed writ petitions in
the Honorable Islamabad High Court in 2018 against
Federation of Pakistan, CPPA (G) L, NEPRA and others
against the impugned decision of Cabinet Committee on
Energy (CCoE).

During the pendency of our writ petition, the Government
modified the earlier decision of CCoE and decided that all
those projects which have been granted LOS by AEDB
will be permitted to proceed towards the achievement
of their requisite milestones as per RE Policy, 2006.
However, if more than one year has elapsed since
determination of tariff by NEPRA, the said tariffs would be
reviewed by NEPRA to make it consistent with the current
market environment/conditions/consumer interest and
such review will include appropriate time extensions to
reach financial closing.

Now, NEPRA has reviewed and modified our tariff dated
January 02, 2017, and awarded revised/modified tariff
vide its determination dated January 24, 2022. Tariff has
been duly notified in the Gazette of Pakistan. We have
negotiated and finalized the Energy Purchase Agreement
(EPA) with Central Power Purchasing Agency (CPPA) on
the basis of Revised Tariff of dated January 24, 2022,
which is subsequently approved by the Board of Directors
of CPPA. The EPA has been signed between Shahtaj
Sugar Mills Ltd. and CPPA on December 23, 2022. Now,
we are in the process of finalization of Implementation
Agreement (IA) with Alternate Energy Development
Board (AEDB). We are hopeful that “Financial Close”
of the project would be achieved after finalization of
Implementation Agreement.

RISK AND UNCERTAINTIES

The company is exposed to the following risks and
uncertainties:-

e Increased competition in local market due to price
war among neighboring mills.

Hike in the oil and electricity prices

Increase in prices of raw and packing material
Increased rate of taxes

Market disruption due to changes in tax laws and
regulations

¢ Increased volume of legal cases

Company takes these risks as a challenge with the
confidence that it has the ability to mitigate the impact
of these risks.

INTERNAL FINANCIAL CONTROLS

A system of sound internal control is established and
prevailing in the Company. The system of internal
control is designed in a manner to ensure achievement
of Company’s business objectives and operational
efficiency, reliable financial reporting and compliance with
various statutory laws.

FINANCIAL AND CORPORATE REPORTING
FRAMEWORK

CODE OF CORPORATE GOVERNANCE

In compliance with the Provisions of the Code of
Corporate Governance as required by Securities and
Exchange Commission of Pakistan (SECP), the Board of
Directors hereby declare that:

e The financial statements for the year ended 30
September 2022 present fairly its state of affairs, the
results of its operations, cash flows and changes in
equity;

e Proper books of accounts have been maintained;

¢ |nternational Financial Reporting Standards (IFRS)
as applicable in Pakistan, have been followed in
preparation of financial statements. Appropriate
accounting policies have been consistently applied
in preparation of financial statements for the
year ended 30 September 2022 and accounting
estimates are based on reasonable and prudent
judgment.

e The system of internal control is sound in design and
has been effectively implemented and monitored.

e There is no doubt about the Company’s ability to
continue as a going concern;

e There has been no material departure from the best
practices of the Corporate Governance as detailed
in the listing regulations;

e |nformation about taxes and levies is given in the
notes to and forming part of financial statements.

e Related party transactions are properly disclosed in
the notes to and forming part of financial statements.

Shahtaj Sugar Mills Limited
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e The value of Provident Fund Investment as at 30
September 2022 was Rs. (thousand) 289,300/~

CORPORATE INFORMATION
Composition of the Board

The total number of Directors is ten (10) as per the
following:
a. Male Eight (08)
Two (02

The composition of Board is as follows:

b. Female

Mr. Suleman Lalani

Mr. Mushtag Ahmad

Mr. Muhammad Salman
Hussain Chawala

Ms. Ava Ardeshir Cowasjee?
(Female Director)

Independent Directors

Non-Executive Directors Mr. Toqueer Nawaz
Mr. M. Naeem
Mr. Rashed Amjad Khalid
Mr. Abid Nawaz
Mr. Cyrus R. Cowasjee'
Mrs. Samia Shahnawaz Idris
(Female Director)
Executive Directors Mr. Muneer Nawaz
1. Mr. Cyrus R. Cowasjee has resigned on 14 October
2021.

2. Ms. Ava Ardeshir Cowasjee appointed as director on
30 December 2021. She was appointed to fill the
casual vacancy occurred due to resignation of
Mr. Cyrus R. Cowasjee.

Composition of the Committees

The Board has formed committees comprising of
members given below:

Audit committee

Mr. Mushtag Ahmad Chairman
Mr. Toqueer Nawaz Member
Mr. M. Naeem Member
Mr. Rashed Amjad Khalid Member

Human resource and remuneration committee

Mr. Muhammad Salman Hussain Chawala Chairman
Mr. Muneer Nawaz Member
Mr. M. Naeem Member
Mr. Rashed Amjad Khalid Member

FREQUENCY OF THE MEETINGS

During the year four (04) Board of Directors meetings
were held. Attendance of these meetings were as follows:

Annual Report 2022

Name of Directors No. of Meetings Attended

Mr. Muneer Nawaz Four
Mr. M. Naeem Four
Mr. Toqueer Nawaz Four
Mr. Mushtag Ahmad Four
Mr. Suleman Lalani Four
Mr. Muhammad Salman Hussain Chawala Four
Mrs. Samia Shahnawaz Idris Nil
Mr. Rashed Amjad Khalid Two
Mr. Abid Nawaz Three
Ms. Ava Ardeshir Cowasjee Two

Leave of absence was granted to the Directors, who
could not attend the Board meetings.

During the year, the Audit Committee met four (04) times.
These meetings were held prior to the approval of interim
results of the Company by the Board of Directors before
and after completion of external audit. Attendance of
each Director was as follows:

Name of Directors No. of Meetings Attended

Mr. Mushtag Ahmad Four
Mr. Toqueer Nawaz Four
Mr. M. Naeem One

Mr. Rashed Amjad Khalid Three
Leave of absence was granted to the Directors, who
could not attend the Audit Committee meetings.

During the year, One (01) meeting of the Human Resource
& Remuneration Committee was held. Attendance of
each Director was as follows:

Name of Directors No. of Meetings Attended

Mr. Muhammad Salman Hussain Chawala One
Mr. M. Naeem One
Mr. Muneer Nawaz One
Mr. Rashed Amjad Khalid Nil

SIX YEARS REVIEW AT A GLANCE

The six years review at a glance is annexed.

PATTERN OF SHAREHOLDINGS

The pattern of shareholdings as on 30 September 2022
is annexed.

TRADING OF SHARES

During the year under review, no shares were traded by
Directors, Chief Executive Officer, Chief Financial Officer,
Company Secretary, their spouses and minor children.
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REMUNERATION POLICY FOR NON-EXECUTIVE
DIRECTORS

The Board from time to time reviews and determines
the fee of non-executive and independent directors
for attending the Board and different committees’
meetings, which are subsequently presented before the
shareholders in the annual general meeting for approval.

REMUNERATION OF EXECUTIVE DIRECTORS

The remuneration of Chief Executive & directors of the
Company for the year ended 30 September 2022 is
disclosed in Note 41 of the financial statements.

EVALUATION OF THE BOARD’S PERFORMANCE

The Board has developed a mechanism of annual
performance evaluation. Every member of the Board
ensures his active participation in the meetings of the
Board. Detailed discussions are held on strategic matters
and clear directions are provided to the management,
which are regularly monitored by the Board and its
committees. The Board ensures that the Company
adopts the best practices of the Code of Corporate
Governance. The Board also reviews performance
of business segments at each quarter with an aim to
improve the low performing segments and at the same
time further opportunities of growth are emphasized in
all profitable segments, Details of Directors’ training
programme have been disclosed in the Statement of
Compliance with the Code of Corporate Governance.

FINANCIAL STATEMENTS

An independent Auditor’s report to the members, issued
by External Auditors Messrs. Riaz Ahmad & Company,
Chartered Accountants after due audit of financial
statements of the Company, is annexed.

EXTERNAL AUDITORS

M/s. Riaz Ahmad & Company, Chartered Accountants,
External Auditors of the Company, being eligible have
conveyed their willingness to be appointed for the ensuing
year. The Board of Directors, on recommendations of the
Audit Committee, proposes the appointment of M/s. Riaz
Ahmad & Company, Chartered Accountants, for the year
ending 30 September 2023.

CORPORATE SOCIAL RESPONSIBILITIES

Disclosure as required by the Corporate Social
Responsibility General Order, 2009 is annexed and form
an integral part of this report.

HEALTH, SAFETY AND ENVIRONMENT

We try our utmost effort not to make any compromise on
the health and safety of our employees. We have taken
various measures to improve and enhance the working
conditions of our workers’ to maintain the highest safety
and health standards. We are committed to provide a
hygienic environment to our employees, stakeholders
and visitors. Another responsibility is to protect the
environment. As a responsible corporate organization we
are concerned about the reduction of waste and efficient
use of natural resources (electricity, water, gas, fuels etc.)
and following global practices to protect the environment.
We are also exploring new technologies and improve our
processes. Further, we have launched a campaign within
the mills premises to plant maximum trees in the garden
area and other factory premises as we intend to maintain
cleanliness and green environment in and around the
mills area to control pollution.

ACKNOWLEDGEMENT

Your Directors place on record their appreciations of the
diligence and devotion of duty of the Officers, Members
of Staff and Workers of all categories.

FOR AND ON BEHALF OF THE BOARD

Aoy, MRS

MUNEER NAWAZ
Chief Executive

TOQUEER NAWAZ
Chairman

Karachi: 30 December 2022

Shahtaj Sugar Mills Limited
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