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Introduction: 

1. 	The Prime Minister of Pakistan vide; 5PM letter No. 755/A/M/SPM/2020 dated 

20.02.2020 constituted an Inquiry Committee to probe into the sugar crisis In 

the country. Based upon the recommendations of the Committee, the Federal 
Government constituted Inquiry Commission under Pakistan Commission of 

Inquiry Act, 2017 to probe the issue at length vide Notification No.F.5/14/2020-

HA dated 16th March 2020. The Commission comprised of the following 

members: 

I. 	Mr. Wajid Zia, Director General, FR 	 Chairman 

il. 	Mr. Goher Nafees, DG, Anti-Corruption Punjab 	Member 

N. Mr. Ahmed Karnal i  DOG IS 	 Member 

Mr. Nal Rasul, Executive Director, SECP 	Member 

Mr. Majid Hussain Chaudhry, Joint Director, 5BP 	Member 

Dr. Bashirullah Khan Maneat, DG l&I FBR 	Member 

Col. Muhammad Faisal Gul, 151 	 Member 

The f allowing TORs were assigned to the Commission of Inquiry: 

Whether the production, this year was low as compared to past years? 

Was low production the primary reason for increase in prices? 

Was the minimum support price sufficient? 

Did the Mills purchase sugarcane at exorbitantly higher prices than the 

minimum support price? If yes, then reasons thereof; 

Reasons for mills not purchasing sugarcane, for a limited period of a few 

weeks, from the farmers and its impact, if any, an sugar prices; 

Basis for determination of Ex-Mill price? Reasons for increase in Ex-Mill 

price; 

Market manipulation/cartelization by sugar mills, if any; 

Impact of forward contracts on the prices of sugar and whether any 

malafide Is involved; 

Whether margins between Ex-Mill and retail prices Increased, compared 

to previous years, or otherwise. If yes, reasons thereof and potential 

beneficiaries; 

Impact of tax increase on sugar prices at Ex-Mill/Retail level; 

Hoarding at whole sale/Retail level and within sugar mills vis-

a-vis stocks of last year; 

Was export of sugar justified? Any subsidy given on export and its 

impact, with potential beneficiaries; 

I. 	Basis for determination of retail price of sugar; 

m. Role of various stakeholders, including government institutions and 

private sector in increase in sugar prices, Including timely/preventive/ 
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pre-emptive remedial measures to control sugar prices and malafide, if 

any, of any stakeholder; and, 

Verification of the sale of sugar to find out malpractices of hoarding and 

manipulation of supply to the market to maximize profiteering, 

Physical verification of stocks to find whether there is any 

excess/shortage of stock as shown in the books and verification of the 

genuineness of the sales record, 

p 	The Role of Competition Commission of Pakistan in this crisis, 

q 	Benaml transactions and profits (approximately) earned during the sugar 

crisis, 

the Commission shall submit the report to the Prime Minister within 40 

days after issuance of this notification, 

Any other issue, deemed appropriate, related to the increase in recent 

sugar prices; 

In order to inquire Into the sugar crisis as per the TORs, the Inquiry Committee 

held a series of meetings/briefings with the relevant Federal Government 

stakeholders such as the Ministry of National Food Security, Ministry of 

Industries & Production, Ministry of Commerce & Trade, Utility Stores 

Corporation, Federal Board of Revenue, Agriculture Policy Institute, and others. 

Record of all the meetings Is available for perusal. 

Meetings were conducted and the record was also sought from the relevant 

provincial departments i.e., agriculture, food department, Cane Commissioners, 

PCSIR etc., through their concerned Chief Secretaries to obtain details about the 

growth, production, enforcement, reporting mechanism of sugarcane growth 

and production and sales of sugar. In addition, the Provinces were also asked to 

provide their input regarding the TORs. 

The meetings were also conducted with the PSMA, Representative bodies of 

farmers from all over the country and the private experts concerned with the 

sugar sector. 

In addition, the Commission also interviewed Mr. Shahid Khacian Abbasi, 

Former Prime Minister of Pakistan, Mr. Khurram Dastagir, Former Federal 

Minister, Mr. Mad timer, Federal Minister for Planning and Development, Mr. 

Abdul Razak Dawood, Advisor to Prime Minister on Commerce and Industries, 

Mr. Shoukat Ali ACS Punjab, Mr. Usman Buzdar, Chief Minister Punjab. 

The CEOs/their representatives were also called to discuss the findings of the 

audit teams. 

The Commission of Inquiry selected following ten mills and constituted 09 

teams to carryout forensic audit. 

I. 	Alliance Sugar Mills, Ghotki 

lDW 1,2, & 3 Sugar Mills RI Khan and Chair' 

Al-Molz 1 Sugar Mills DI Khan 

Al-Moli 2 Sugar Mills mianwali 

Al-Arabia Sugar Mills Sargodha 

Hamm Sugar Mills RY Khan 

Hunza I & Hunza 2 Sugar Mills Faisalabad &Mang 
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Despite the limited time available to the Commission and the resource 

constraint, a reasonably large representative sample of total sugar industry in 

form of above-mentioned sugar mills was selected. These mills produce about 

26% of the total sugar production in Pakistan and are located in three provinces 

of the country. Out of these selected sugar mills, 07 sugar mills are in Punjab, 02 

in Sindh and 01 in KPK. 

10. 	Each team comprised of the officers from the following departments: 

Federal Investigation Agency 

Cyber Crime Wing, FIA 

III. 	Anti-Corruption Establishment, Punjab 

Securities and Exchange Commission of Pakistan 

State Bank of Pakistan 

Auditor General of Pakistan, DG Commercial Audit 

Federal Board of Revenue 

Intelligence Bureau 

151 
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a. Whether the production this year was low as compared to past year? 

Was low production the primary reason for the increase in price? 

11. 

	

	The total area under cultivation of sugarcane in the country has slightly 

decreased by 2.68% as compared to the previous year; however, the production 

of sugarcane has increased by 1% due to better yield as per figures reported by 

provinces. Contrarily, the country produced 4.812 Million Metric Tons of sugar 

during current year (2019-20) as against 5.268 Million Metric Tons of sugar 

production during previous crushing season showing a decrease of 0.456 Million 

Metric Tons or 8.66% as per data provided by the Provincial Governments. Year-

wise comparison of cultivation area, sugarcane production & crushing and 

production of sugar during lasts years is given below; 
Table: 1. Area under cuttivation ono/arcane and sugarcane produced in Paldson 

CRUSHING 
%%SON 

CULTIVATIDN 
Of SUGARCANE 

(tal Ames) 

SUGARCANE 
PRODUCIION 
(million Ton) 

SUGARCANE 
CRUSHED 

(Million Ton) 

egoouormo OF 
suGAR 

salmon Toni 
2015-16 1763.926 65.482 50.056 5.123 
2015.17 1922439  75.438 71.247 7.080 
2017-18 2123.482 83.322 65.669 5.631 
2018-19 1756390 67.123 49.768 5.265 
2019.20 1191403 67.169 48.23 4.812 

Source: Data provided by the ProtencialGovernmenft & FBA 

Graph: 1. Sugarcane Production, Crushed and Sugar Production 
in Paldman 

_ 
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12. 	The above graph shows the substantial difference in quantity of sugarcane 

produced and the sugarcane crushed by the sugar mills throughout the country 

during last 5 years. Province-wise analyses of the gap in the sugarcane 

production and crushing for the last 3 years Is given in table below; 
table % Area under cultivation of sugarcarie and su endure produced in Pakistan 

Province 
Crushing 
Season 

Sugarcane 
Production 

(PAPATI 

Sugarcane 
Crushed 
IMMTI 

Ogre erica 

Catenary 
NM& 

percentage 

Punjab 

2017-18 55 40 21.2798 

2028-10 45 30 s 33.31% 

2019-20 44.13 3/43 12,7 28.78% 

loam 

5070 

0 00 
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KPN 

2017-18 7.61 4.514 3.095 40.68% 
2018-19 5.532 3.726 1,806 32,65% 
2019-20 5.624 2.94 2.684 4732% 

SI net 

2017-18 20.61 21.63 -1.014 432% 
2018-19 16.59 15.93 0.75 4.55% 
2019-20 18.01 14.29 3.73 20.71% 

Sou ce: Data Pr 'Med by the P ovpnual Governments 

As can be seen in the above table, the highest difference in pe tentage terms 

was in KPK which might be due to he fact that certain amount of sugarcane 's 

crushed for the production of "Gun' in the province; however, his production 

of "Gorr" is not verifiable as there is no record of the quan ities of "Gun' 

produced. There are other consumptions at local level including the sugarcane 

used as seed but those are minor quantities. The gap of about 30% in Punjab is 

Inexplicable in terms of consumption except that sugarcane is being crushed but 

is not been shown by the sugar mills. According to evidence collected by the 

forensic audit teams, sugarcane is also purchased off-the-books by the sugar 

mills and resultantly off-the-books sugar is produced and sold in the market. 

Further, evidences of weight recording below the actual weight and unjustified 

weight deductions were also collected by forensic audit teams This 

phenomenon is discussed in detail in TOR (s). These alleged practices are not 

only a loss to the Government exchequer in terms of GST, but is also not 

accounted for towards the GDP of the country. It is the responsibility of the 

Cane Commissioner to ensure that all sugarcane purchased is documented and 

MR to ensure that all sugar produced and sold is properly recorded. 

The area under cultivation of sugarcane, and the quantity of sugarcane 

produced, started increasing since 2015-2016. The years 2016-2017 and 2017-

2018 were peak years and record quantities of sugarcane were produced. 

Resultantly, quantity of sugar produced was much higher than the national 

requirement Moreover the prices of sugar remained low due to abundant 

quantity of sugar despite substantial exports. Since, the production of sugar was 

more than the national requirement, the carryover stocks in the pursuing years 

were also high. However, the production of sugarcane and sugar substantially 

decreased during the year 2018-19 and 2019-20 by 2055% and 19.44% 

respectively compared to 2017-2018. 

During the current year, the area of cultivation decreased and the production of 

sugarcane actually increased marginally as compared to last year. However, 

actual production of sugar has decreased by 8.66%. The gap between sugarcane 

produced and sugarcane crushed still remained at 28.83 which points towards 

the possibility of off-the-book procurement of sugarcane and off-the-book 

production of Sugar. Further, the perception created by rumors about lesser 

area of cultivation, low carryover stocks due to continuous exports and less 

production of sugarcane & sugar did contribute to the Increase •in purchase 

prices of sugarcane and ultimately increased cost of p roduction of sugar. 
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Findings: 
This year, the production of sugar is 4.812 MMT; 8.66% lower than the previous 

year. Keeping in view the claimed carryover stocks of about 0.5 MMT, the 

quantity of sugar produced would be barely equal to the estimated annual 

national consumption of more than 5.2 MMT (as per data of national 

consumption provided by Statistics Bureau of Pakistan). 

The retail price of sugar increased from Rs. 55.99 per kg in December 2018 to 

Rs. 74.64 per kg In January 2020. However, the major portion of the increase 

was between the period December 2018 to June 2019 when it rose from Rs. 

5599 to Rs. 71 per kg. This price hike was well before the production cycle of 

current year. 

Less production this year did contribute a lithe but it Is not the only factor of 

increase In sugar prices. Other factors like market manipulation, hoarding and 

practice of °Satta" were also responsible for price hike; which shall be discussed 

in latter parts of this report. The difference between sugarcane produced and 

crushed is significant. Significant quantity of this gap can be attributed to the 

off-the-book purchase of sugarcane and resultant off-the-book production of 

sugar. This factor is amply supported by the evidence gathered during the 

forensic audit of most of the sugar mills under audit. Although, modus-operandi 

of sugar mills under audit is different which is discussed in detail in later part of 

the report, the quantity of sugar, which is produced and sold off-the-book, Is 

neither counted towards the GDP nor any tax is paid on this quantity. The cost 

of production of this unaccounted-for quantity is, however, counted towards 

the cost of sugar produced and shown on-the-books. Resultantly the cost of 

sugar production and the ex-mill price of sugar is shown to be higher than the 

actual and, therefore, the profit is shown less than the actual. This exaggerated 

cost of production also lays down the basis for the exaggerated claims of 

subsidy for export. 

Recommendation: 
19, 	The Government needs to devise a reliable mechanism to ensure accuracy of 

estimation of cultivation area and sugarcane production. 
A comprehensive study by the experts needs to be conducted about increasing 

yield of sugarcane crop, mapping and regulating specific areas for cultivation of 

sugarcane as per the requirements of country, appropriate and effective 

support price mechanism. 
Similarly, a study needs to be conducted to ascertain the differences between 
the sugarcane produced and the sugarcane crushed. Appropriate measures and 
checks by the cane commissioners and provincial governments also need to be 
taken for minimizing this difference and ensuring that no off-the-book 
production is carried out. 
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(b) 	Was the minimum support price sufficient? 

The support 22. price was Increased to Rs. 180 per 40 Kg in 2015-2016 and 

remained the same till the start of the current crushing season. The Provincial 

Governments of Punjab and KPK announced the enhancement of the support 

price to Rs. 190 while the Slndh Government increased the support price to Rs. 

192. The announcement was made just before the start of the crushing season 

on 29-10-2019, by Punjab, on 04-12-2019 by KP and on 09-12-2019 by Sindh. A 

comparison of support prices of all the three sugarcane producing provinces for 

the last 5 years is given below; 
Table 3: Support prior &sugarcane per 40 Kg in Paldsten 

CR  USHING 
SEASON 

Support Peke or Sugarcane (Per 40 KG) 

Punjab KP Steck 
2015-16 Igo 180 172 
201547 1813 1e0 182 
2017-18 180 180 lei 
201849 180 180 182 
2019-20 190 190 192 

Source: Data Provided by the Provincial Governments 

The support price of sugarcane Is fixed by the P ovincial Governments to 

protect the interests of the farmers. Another purpose of increasing the support 

price is to encourage the farmers to cultivate more sugarcane. As per 

procedure, the Agricultural Policy Institute (API) uses an elaborate system of 

calculation of support price and sends its non-binding recommendations to the 

Provincial Governments. However as shown in above table, the support price 

had not been enhanced since 2015-2016 whereas, during current year, the 

announcement to enhance support price was made at a very late stage in 2019 

when the sugarcane harvesting had started instead of upfront enhancement at 

the start of the crop season. 

Sugarcane Control Board is established in each province under the Sugar 

Factories Control Act 1950. These Boards are composed of all the stakeholders, 

including the representatives of the growers, and decide the support price. 

According ta the reports from the Provincial Governments of Punjab, Sindh and 

KP, all the stakeholders were taken on board and agreed upon the current 

support price. 

As per the responses sent to The Commission by the Provincial Governments, 

the support price was sufficient which has also been endorsed by the API. 

However, the representatives of the farmers associations from all over the 

country, in the meeting with The Commission clIci not agree about the 

sufficiency of support price as they claim that the minimum support price 

should be Rs. 250 per 40 Kg. They insisted that the cost of real inputs like the 
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fertilizers, seed, labour etc. have Increased substantially since 2015-16 which 

was not catered for while Increasing support price this year as the calculations 

made by API and Provinces do not reflect the reality on The ground and the 

estimates are far below the actual cost incurred by the farmers. They also 

claimed that the Sugarcane Boards do not include the real representatives and 

instead hand-picked farmers are included. 

The farmers representative also raised the issue that they did not get the 

minimum support price for the sugarcane. They claimed that the sugar mills 

procured the sugarcane below the minimum support price during the previous 

years and were also applying illegal deductions during the weighing and 

payment process. 

During the forensic audit, the Audit Teams have collected ample evidence that 

the sugarcane was procured by the sugar mills below the minimum support 

price during the crushing season of 2017-18 and undue deductions were also 

made. The details are discussed in TOR (s). 

Findings: 
The API calculated the cost of production of sugarcane at Rs. 139.54 per 40 Kg. 

for self-cultivated land and Rs. 186.74 for rented land at mill gate for Punjab. 

For Sindh, this cost was worked out as Rs. 147.59 per 40 Kg. and Rs. 192.63 per 

40 Kg. for self-cultivated and rented land at mill gate, respectively. The last 

increase in the support price was in 2015-2016 when it was fixed at Rs. 180 per 

40 Kg and remained the same till the start of the current crushing season where 

it was increased to Rs. 190/192 per 40 Kg. The Commission has also considered 

the fact that the support price remained stagnant at Rs. 180 per 40 kg. for four 

years and was increased only tothe extent of Rs. 10 per 40 kg or 5.56%. 

The current support price does not seem sufficient to cater for the inflation and 

increase in the prices of other inputs. 

Recommendations: 
The Commission Is of the view that there should be a comprehensive study to 

ascertain the actual cost of production of sugarcane and the resulting minimum 

support pdce by a committee of relevant Government departments, experts 

from API and representatives of farmers. 

at. 	The cost calculations and assessments should be made every year and agreed 

support price should be announced well before the stark of cultivation season 

each year. 

The government should also consider proper calculations to earmark the target 

area for sugarcane cultivation in line with the requirements of our country. A 

cycle of less production, like this year, of sugarcane resulting In higher prices 

followed by excess production resulting in low prices is not good for the price 

stability of sugar and gives room to speculative activities. 

Government needs to establish an effective mechanism to ensure that the 

minimum support price is paid to farmers; without any Price or weight 

deductions. In this regard, the current procedures of monitoring by cane 
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commissioners and complaints handling needs to be completely revamped as it 

has become redundant and ineffective. 
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c. Did the mills purchase sugarcane at exorbitantly higher pikes than the 

minimum support price? If yes, then reasons thereof: 

34. 

	

	There are differences in day to day purchase price of sugarcane of every sugar 

mill during the current season. Some sugar mills have purchased sugarcane at 

higher price while the purchase price of other sugar mills Is comparatively low. 

The average seasonal purchase price of sugarcane for the whole of Pakistan Is 

Rs. 226 per 40 Kg. The support price was Rs. 190 per 40 Kg in Punjab and KP and 

Rs. 192 per 40 Kg In Sindh. The sugarcane was purchased at about 19% higher 

than the support price in whole of the country. The province-wise details of the 

data are shown in table below. 

Table 4: Seasonal average purchase price per 40 kg - 

Province Support Price 

Rs. per 40 kg 

Seasonal Average 

Purchase Price Rs. Per 

Difference 

As. Per 40 Kg 

Percentage 

Increase 

40 Kg 

Punjab 190 224.0 30.0 17.89% 

KP 2.90 21137 2137 11.25% 

Singh 192 233 43.0 22.40% 

Source. Data Provided by the P Modal Governments 

The national average procurement price of sugarcane is Rs. 226 per 40 kg. 

Speculation of low area of cultivation and low production of sugarcane meant 

that farmers were expecting prices higher than the support price. During the 

previous crushing seasons of 2016-2017 & 2017-2018, the production of 

sugarcane and sugar was much higher than the national requirement but the 

production of sugarcane has been decreasing since then. There was 

competition amongst the mills to purchase the sugarcane in this crushing 

season and due to low availability, as compared with the bumper crop years 

the mills were willing to pay higher prices. 

Findings: 
National average procurement rate for the sugarcane was Rs. 226 per 40 kg. 

The actual production of sugarcane increased marginally this year as compared 

to the previous year. As mentioned earlier 28.83% sugarcane produced did not 

reach the Mills for crushing. The production of sugarcane was marginally higher 

than the previous year. Therefore, the reason for the Increase in the price of 

about 19% above the support price can only be attributed to the perception in 

the market about low production of sugarcane and, therefore, unwillingness of 

the growers to sell It at the support price. 

Recommendations: 

Over-production of sugarcane leads to the procurement below the minimum 

support price, whereas low production results in higher procurement prices. 

There is a fine balance that needs to be maintained. 
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43 	The PSMA stated, during the meeting with the Commission, that the sugar mills 

did not go on strike. The reason for the closure of the mills was the low supply 

of cane. 

Table 5: Average purchase Pr ce of garcane before. during and after the slo-ike 

Period of purchase of sugarcane 
Average purchase price of SUVrcane: 
Rs. Per 404 

Punish Sindh 

30-11-2019 	12-2019 (before mills closure) 200.73 198.58 

20.12.20W to 01-01-2020 (During mills closure M 
Sindh only) 

200.73 211.36 

3012-2019 to 	10-014020 	(during the 	mills 
closure in Punjab only) 

203.83 203.29 

11-01-2020 	to 	25-02-2020 	latter 	the 	mills 
closure) 

229.48 203.29 

30-11-2019 to 25-02-2020 (Seasonal Average) 217.90 226.52 

Source: Data f tovicled by the Provincial Governments 

44 	As can be seen In the table, the average purchase price of sugarcane before the 

closure period of sugar mills in Punjab wa Rs. 200.73 per 40 Kg and in Sindh it 

was Rs.198.58. This price was above the support price which in the past had not 

been the case. In fact, the farmers had to sell their produce below the support 

price in the past. This seems to be the major reason for the mill owners to go on 

strike in a bid to bring down the sugarcane prices as closures puts pressure on 

the farmers. 

The sugar mills in Punjab remained closed from 30-12-2019 to 10-01-2020 while 

in Sindh from 20-12-2019 to 01-01-2020. The average purchase price for 

sugarcane during this closure period, for the sugar mills that remained 

operational In Punjab was Rs. 203.83 per 40 Kg and in Sindh Rs.211.36. This 

indicates clearly that the farmer was not ready to sell the sugarcane at a lower 

price despite the strike. In fact, the average purchase price for sugarcane after 

the strike in Punjab increased to Rs.229.4.3 per 40 Kg and in Sindh it went up to 

Rs. 243.29. This seems to be the result of Intense competition amongst the 

sugar mills to entice the farmers for sugarcane purchase. 

According to the report of Government of Punjab, the average ex-mill price on 

29-12-2019 was Rs. 63.30 per Kg while it was Rs. 69.59 per Kg on 11-02-2020. 

Therefore, the impact of temporary closure of cane crushing on sugar price was 

Rs. 1.28 per Kg in Punjab. 

Findings: 

The sugar mills ceased operations citing the low availability of sugarcane which 

is not plausible as sugarcane was available in ample quantities, as the 

production of sugarcane this year is marginally higher than the previous year, 

before and after the closure of the mills. Apparently, it was an attempt to bring 

dawn the prices of sugarcane. The average procurement price, in the country, 

of sugarcane Is Rs. 226 per 40 kg as compared tome support price 190/192 per 

40 kg. The increase is about 19% higher than the support price. 
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48 	The cast of sugarcane Is the major component in the cost of production of 

sugar. Hence, the higher procurement price of sugarcane has resulted in higher 

cost of production as calculated by the PsmA and the sugar mills. The 

Commission, however, has worked out the cost of production of sugar in the 

next TOR(e) which explains fully the actual calculation formulae of cost of 

production. 
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e. Basis for Determination of Ex-Mill Price? Reasons for 

increase in Ex-Mill Price: 

The ex-mill price can be defined as the price of a product at the gate of the mill 

and does not include any subsequent expenses. Components of ex-mill price are 

as follows: 

I. 	Cost of production of sugar only, 

Margin of the company - which usually covers all other costs 

(finance, salaries, administrative, selling depreciation, etc.) and 

profit; and 

Sales tax. 

The margin Is determined by the company based on its operating and financial 

expenses, corporate taxes as well as competition in the market — in anticipation 

of making enough profit to sustain future operations and dividend payments. 

Sales tax is prescribed by the tax authority and is beyond the control of the 

company. The cost of production of sugar includes several expenses that are 

incurred and recorded by the management according to international principles 

and best practices of accounting. 

Upon analysis, the Commission has noted that the subjectivity in calculating the 

cost of production Is a precursor to misreporting and misrepresentation which 

requires minute scrutiny. Prior to delving into the complete findings, it Is 

appropriate to present an academic view of the components of cost of 

production. 

Cost of Production- components, recognition, measurement and presentation 
The cost of production of sugar has never been accurately calculated by any 

authority In Pakistan. The Competition Commission of Pakistan (CCP) and the 

Ministry of Industries & Production have attempted to calculate (rather have 

validated) the cost of production of sugar of the mills based on figures provided 

by the PSMA and the sugar mills themselves, which renders the entire exercise 

futile. Therefore, the Sugar inquiry Commission has undertaken a full-fledged 

exercise to lay down a comprehensive template for use by the government 

authorities for calculation of the cost of production in future (Annexure1). 
In the analysis of the financial statements and other record obtained from the 

six sugar companies (10 sugar mills), it was noted that the calculation of the 

cost of production of sugar is invariably overstated by all the mills. The cost, as 

reported by the mills, includes expenses that have not been incurred for the 

production of sugar and should not have been included. The accounting 

standards and principles of the International Financial Reporting Standards 

(IFRS), that lay down the presentation and requirements with respect to the 

components of 'cost of goods sold with respect to the sugar industry, are given 

in Annexure 2. Based on these principles, the following expense-heads 

constitute cost of goods sold of a sugar manufacturing mill having its own 

power generation facility and agriculture produce: 
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I. Procurement of sugarcane cost (inclusive of other costs necessary In 

bringing the material to condition and present location wherein it can be 

used In production process e.g. transportation, government duties); 

il. Fair value of own agriculture produces (Including other cost necessary 

in bringing the material to condition and present location); 

N. Chemicals and other mnsumables cost (oil lubricants used in the 

production process for production of main product or joint product or 

by-product); 

Insurance cost relating to raw material and production facilities; 

Salaries and related benefits cost of staff working directly In the 

production process or related to production process; 

Depreciation of production facilities- only plant and machinery, factory 

building other capital asset used in production; 

Repair and maintenance cost for maintenance of production facilities; 

Energy Cost; 

Packing material cost; 

Any written down In cost of Inventories and consumable items held for 

production process; and 

Other petty costs related to operation of production facilities (e.g. 

stationary, telephone, petty factory related expenses). 

By-products- Bagasse, mud and molasses, ore deducted fit di cost 

of production on a net realizable value basis 

Apart from the items stated above, any other cast incurred during the 

production process related to production activity needs to be evaluated with 

respect to the principles of cost of inventories in order to be classified as a cost 

of goods manufactured. The cost of own-produced products used for internal 

consumption Is also determined on the same principles as discussed in 

Annexure II, In order to calculate the cost of other specific products in 

production of which that own produced product is used. 

The PSMA was given the opportunity to present rise before the Commission 

and respond on the major issues highlighted by the Commission especially the 

Cost of Production of Sugar which forms an integral part of the Inquiry. The Cost 

of Production as computed by the Sugar Inquiry Commission which is based on 

the principles of IFR5 (Annexure II) was shared with PSMA along with the 

template at Annexure I. 

The PSMA in its reply dated May 13, 2020 expressed its reservations regarding 

the treatment of Bagasse and exclusion of certain costs. The P5MA considered 

both of these as irrational but has not given a defined basis of its discontent or 

any reference to the IFRS in support of their contention. 

The creation of an arbitrary asset as mentioned by PSMA in its reply is also 

Without any basis, as the determination of NRV takes into consideration the 

Page 19 of 233 



purpose for which inventory is held, so that inventory should not be carried in 

excess of amounts expected to be realized from their sale or use. Therefore, 

question of recognizing arbitrary asset does not arise. 

Furthermore, considering the immateriality of by-product as compared to main 

product, NRV basis for adjustment of cost of conversion/cost of production Is 

used, as detailed cost analysis of the by-product outweighs the benefits of doing 

The PSNIA also put forward its point of view on the intrinsic costs relating to 

running a business and that to include cost such as the administrative and other 

related expenses such as interest / finandal, taxes etc. In the determination of 

cost of production. However, the Commission strictly objects this point on the 

basis of accounting principles which clearly defines that the Intrinsic costs 

related to running the business are not part of the cost of sales /cost of 

production and therefore are required to be accounted for and presented 

separately from cost of sales /cost of production. 

Major Discrepancies in the calculations of the cost of production of sugar 

Major discrepancies in the calculations of the cost of production of sugar by the sugar 

mills that were noted are: 

Inclusion of finance costs; 

ii) 	Inclusion of market committee fee; 

Ili) 	Inclusion of selling expenses; 

Overstating depreciation costs; 

Overstating salaries, wages and admin expenses; 

Understating the net realizable value of by-products; 

Inclusion of brokerage and commission; and 

Inclusion of other Income. 

Inclusion of GST 

The P5MA has in its calculations included the sales tax in the cost of production 

and then charged profit on it. This is a deliberate attempt to overstate the 

calculation of the ex-mill price and charge extra amount of Rs. 1 per kg. (Table 6 

below). This is tantamount to taking undue and illegal advantage from 

consumers, presenting untrue and unfair financials and indulging in 

manipulation and profiteering. 

Table 6: Cost of ProductIon• Tam-Margin discrepancy 

Suasion [aro/latter 
R 

sirg 
P5MA 

Calcul
ation 

R 
silk 

Cost of Production (Al 40.0 Cast of Production (Al 40.0 

Margin (0=A x 10%) 4.0 Sales Tax 1131 10.2 

Sales Tax (C) 10.2 Margin C ....(A + 00410% 5.02 

tx-Mill ICA +13.0 54.2 Ex-Mill. (A +13 4 C 55.22 

wren la% Actual Margin 12.55% 

Excess Margin Rs. 1.02 
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Nate: the sugar mills sell electricity to the Government at the rate of Rs. taw per nit MWril 

which has been used in these calculations. 

62. 	The difference in the ex-mill price calculated by the PSMA i.e., Rs. 80.713 versus 

that calculated by the Commission I.e., Rs. 6113 is quite apparent. Despite the 

factthat the Commission used a higher cost of sugarcane procured e.g., Rs. 215 

per 40 kg., the weighted average of 6 mills (representing the groups of the 

major producers of sugar in Pakistan — 26%) Is significantly lower. In the event 

the support price rate of sugarcane of Rs. 190 is applied, the cost of production 

diminishes further to Rs. 57.69 as can be seen in the second comparison. The 

fundamental difference that occurs Is in the Incorrect treatment of the value of 

by-products as well as loading of financial costs by the sugar mills. 
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63. 	The working of the weighted average cost of production as calculated by he 

Commission for the last three years Is shown In the tables below. 

Table 8: Cost of production Cokulated by the Commission 2019-20 

Weighted Average Cost of PrOdudian y 	e Commission 2019-20 

Sugar PAIN Sugar Production Weight COST of 
PrOdorthm 

W oinked 
Fedor 

1DVP 548.22 0,48 45.65 21.99 

HallIZi 189.48 0.17 47.11 7,84 
Hums 138.41 0,12 5117 6.34 

Alliance 97.07 0.09 49.31 4.21 
/await 127.69 011 50.21 5.63 

AI-Arabia 37.18 0.03 63.00 2.06 

Total/Weighted Average 1,138.05 ito 43.011 

Table 9: Cost of production Calculated by the M /5 2019-20 

Weighted average Cost of Production by Mills 2019-20 

Sugar Mill Sugar Production Weight 
Con of 

Production 
Weighted Factor 

.IDW 548.22 048 59.00 28.42 
Hamm 189.48 0.17 60.00 9.99 

isunza 138.41 0.12 71.00 8.63 

Alliance 97.07 0.09 76.00 8.48 

Al-Moir 127.69 0.11 65. 7.29 

Al-Arabia 37.18 0.03 81.00 .2.65 

Total/weighted average 1,138.05 tOO 63.47 

Table 10: presto)production tektite:fed by the Comm/Son 2018-19 

Weighted Average Cost of Productio by the Co 	on 2018-19 

Sugar Mill Sugar Production Weight 
Cost of 
cpd 	I 

Weighted 
Factor 

JDW 640.28 37.01 16.97 

Hamm 331.01 0.17 36.57 6.05 

Hunza 123.10 009 94A8 3.92 
Alliance 127.81 009 

Al-Moiz 205.66 0,15 42.99 633 

Al-Arabia 68.55 0,05 47.91 2.35 

Total/Weighted Average 1,396.39 38.81 
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Tableil: Cost of production Calculated by the Ala 2018-19 

Weighted Average Cost of ProductiOn by PAfils 2018.n 

sugar Mill St1PrProduCtIon Weight 
Cost of 

production  
Weighted 

Factor 

IOW 64028 0,40 47.00 21.55 

RBMZB 231.01 0.17 50.00 8.27 

Hunza 123.10 0.09 58.00 5.11 
Alliance 127.81 009 53.00 465 

AI-Moiz 205,66 0.15 52.00 7.66 

Al-Arabia 68.55 0.05 57.00 280 
Total 	&anted Average 1,396.39 1.00 5024 

Table 12: Cost of production Calculated by the Commission 2017-18 

Weighted Average Cost of Procludlo by the Commission 2017-18 

Sugar Mill Sugar Production weight Cost of 
Production 

Weighted 
Factor 

JOW 888.71 0.49 35.14 17.06547295 

Hamza 382.50 0.21 35.41 7.401399915 
Hunts 144.74 0.08 42.48 3.359878555 

Alliance 115.93 0.06 3587 2.272390435 
Al-M0i7 251.83 014 37.15 5.112376009 

Al-Arabia 46.26 OM 41.15 1.000236223 

Total/Weighted Average 1,82937 1.00 36.25175809 

Table 13: Cost of production Calculated by the Mills 2017-18 

Wei/frith(' Average COO of Production by Mills 20 7 	8 

Sugar Mill Sugar Production Weight 
Cost of 

Production 
Weighted 

Factor 

1DW 888,71 0.49 4500 21.85397839 

Hamza 382.50 0,21 46.00 9.614828067 

Hunza 144.74 oos 58.00 4.587419808 

Alliance 115.93 0,00 5300 335760520 

Al-Moiz 25183 014 53.00 7.293559648 

Al-Arabia 46.26 0.03 52.00 1.310519099 

Total/Welghted Average i,g29.% too 48.02191029 

64. 	As Can be seen from the above calculations, the cost of production calculated 

by PSMA is overstated by about 25-30% each year (2017-2018, 2018-2019 & 

2019-2020). 
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Cost of Production Calculated by the Sugar Mills 
Since 2017, cost accounts are not prepared and submitted to the SECP as would 

be explained later in this TOR. In this regard, the Commission has conducted its 

own assessment of cost of production of the companies. The following Is a 

comparison of the cost of production calculated by the sugar companies and 
that by the Sugar Inquiry Commission for the years 2017-2018, 2018-2019 and 

2019-2020: 

Tot* 14 Cost of production Analysis 2017-18 

2017-2018 

Company 

Cost of Production 
Difference 
as. Per Kg. 

(A) 
 

Sugar 
Production 

DO (CB)  

Overstated 
Cost 
its, Sugar 

Commission 
Sugar 
Co.. 

lOW 35.14 44.64 9.51 888,710,550 R,449,268,680 
Hamza 35.41 45.63 10.22 382,495,000 3,907,267,068 
Hunza 42.48 57.85 15.37 144,738,750 2,224,678,612 
Alliance 35.87 53.04 17.17 115,930,0 1990,722.089 
At NI eiz 37.15 52.53 15.38 251,829,200 8,872.195,464 
AI Are bra 41.15 5155 10.40 46,260,000 481,125,799 

Total 20,925,257,713 
Note: Detailed calculations of the cost of production fo 2017-2018 are otAnnexures IA, IA, 14,44. 
Mandela 

In 2017-18 the difference In the cost of production as calculated by the 

companies ranges from approximately as. 9 to as, 17. The advantage gained by 

the companies by overstating the cost of production runs into Rs. 20.93 billion. 

Table 15: Cost of production Analysis 2018-19 

2018-2019 

Company 

Cost of Production 
Rs per gg. Difference 

as. Per gg. 
DR 

Sugar 
Production 

(8) 

Overstated Cost 

(Coaxal Sugar 
Commission 

Sugar 
cos. 

MW 37.01 46.98 9.96 640,277,000 6,380,225,536 

Hamm 36.57 49.55 12.98 231,006,000 2.997,909,775 

Honig 94.48 58.39 13.91 123,095,000 1,712,820,801 

Alliance • 34,77 52.62 17.84 127,810,000 4280,409,957 
Al Mali 42.99 52.25 9.26 205,659,500 1,904,380,367 

Al Arabia • 47.91 57.41 9.50 68,545,000 651,252,916 

Total 15,926,999.351 

*unaudited mow ts; Derailed calc lobons of thecae! o f production for 2018-20 Yore at Annexures 
113, 25, 38. 43,55 and ON 

In 2018-19 the cost of production calculated by the companies is also inflated, 

ranging from approximately Rs. 9 to Rs. 17, making way for a windfall of Rs. 

15.93 Billion, 
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CO 

10 
Hernia 
Hunza 
AIIlaoce 
Al Mel? 
Al Arabia 

Table 16: Cost of production Analysis 2017-18 

2019-2020 

COM pallY 

Cott of Production 
Rs. Per Kg. 

Difference 
RS. Per Kg. 

(Al 

Sugar Production 

(9) 

Overstated Cost 

(C.-AmB) Sugar 
OintrniSsion 

Sugar 
COS. 

.10W 05.65 58.67 13.02 548,219,000 7,139.837,927 
Ha mza 07.12 59.65 27 53 189,478,920 2,370,945,901 
Monza 52.17 7133 19.16 138,405,000 2,651434,177 
Alliance 49.31 6532 16.01 97,070,000 1,554,156,440 
Al Molz 50.21 65.42 15.21 127,694500 1,942,054,308 
Al Arabia 83.00 alug 18.10 37,180,000 672878,951 

Total 16,335,307,745 

Data as collected from the companies as on March 31, 2020. 

Detailed calculations of the cost of production for 2019-2020ace at Annexures IC, 2C, 

Sc 4C, SC and 6C 

68. 	Similarly, on the basis of information collected from the companies (as audited 

financial statements are not duel the cost of production calculated by the 

companies ranges from approximately Rs. 12 to an astounding Rs. 26. The 

proceeds that accrued to these companies by overstating the cost of production 

over the last three years is aggregated in the table below: 

I able 17: Overstated Cost of Production 
.- 

Overstated Cost of Production Rs. 

2017-2018 2018-2019 2019-2020 TOTAL 

8,449,268,680 6,380,225,536 7,139,837.927 21,969,332,143 
3,907,267,068 2,997,909.775 2.374,945,941 9,280,122,785 
2124,678,612 1.712,820,801 2,651,034,177 6,585,933,589 
1,990,727.089 2,280,409,957 1,554,156,440 5,825,288,486 
3,872,195,464 1,904,380.367 1,942,054,308 7,718,630,140 

481,125,799 651,252,916 672,878,951 1,805,257,665 
20,915,257,713 15,926,999,351 16,335,397,745 53,187,564,808 

Note.  

Rotes of sole value Of Molasses, Bagasse and Mud based on Market Rates and 
PSMA Annual Report 2019; 
Ex-mill prices and Cost of Production based on the information obtained from 
the Companies; and 
Electricity rate Ps, 1a4075 Kw/17 based on Upfront Tariff Of CCM, 2013 

69. 	The above table illustrates the overstating of costs by the companies vis-a-vis 

the Commission's calculations. It can be seen that the difference between the 

two calculations are significant and translate directly into more than Rs.53 

billion in profits for the companies. Since these profits are hidden In the 

overstated costs, they are not reported and remain evaded from the tax 
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authorities. An unreported profit of Rs. 53 billion should have generated about 

Rs. 18 billion in corporate taxes. 

Other Major Factors influencing Cost of Production 

Procurement of Sugarcane 

The procurement cost of sugarcane as calculated by the Commission 

constitutes, on the average about 90% of the cost of production of sugar. 

Though the sugar mills claim that the increase in support price of sugarcane 

significantly affects the cost of production of sugar, and resultantly the ex-mill 

price of sugar, the reality is much different. The Commission has collected 

evidence that farmers were paid lower than support price and Illegal deductions 

on the weight of sugarcane procured were made in the previous years, 

especially 2017-2018. Details have been covered under TOR M. The sugarcane 

is also procured off-the-book and the extra sugarcane is processed into sugar 

that is sold off-the-books. The proceeds of the extra production are also not 

taxed. Nevertheless, the unaccounted-for sugar production, when added to 

the total (reported) production, reduces the per kilogram cost of production. 

Sugar Recovery Ratio 

Recovery ratio is the vital factor in calculating the amount of sugar produced 

and the cost at which the sugar is produced. A 1% change in sugar recovery 

ratio translates into 10% change in the amount of sugar produced. The recovery 

ratio is determined through laboratory testing and reported by the sugar mills 

and there is no independent way of ascertaining whether the report is correct 

or not. There are differences in the recovery ratio of the sugar of the same 

region where similar variety of sugarcane is cultivated. During the discussion 

with different sources, it had come to notice that the sugar mills allegedly 

manipulate the recovery ratio and the sugar produced, by showing the reduced 

recovery ratio, and the entire sugar so produced is sold off the book. 

Graph 3 Ex-Mill Price Vs Recovery Ratio 

Ex-Mill Price vs Recovery Ratio 
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72 	There is no government mechanism to ascertain the sugar content of sugarcane 

other than a mobile sugar lab in Punjab. The entire system of calculating the 

sugar recover ratio is based on a lab report prepared by the sugar mills 

themselves. No verification mechanism exists and therefore there is no way to 

check if the mills are understating the recovery ratio and thus concealing the 

actual production. Since the crushing season had ceased at the time the 

Commission's inspection teams visited the 10 mills (6 companies) it was not 

possible to conduct sugar recovery tests. However, the Commission came 

across evidence from one Mill establishing that the Mill understated and 

manipulated the recovery ratio and hid production as is explained in TOR(s). 
73 

	

	There is a need to put in place an independent system of verification of the 
recovery ratio by the Provincial Government through surprise Mobile Lab 

Testing at frequent intervals to eliminate the possibility of under reporting of 

the recovery ratio. 

Understated Production & Sales of Sugar 

As discussed above, it is a foregone conclusion that the 	figure reported in 

the Profit and Loss Account of the company lacks veracity. The actual 

production figures of the mills are understated. In certain Instances, the 

inspection teams of the Commission have unearthed 'off-the-books' 

procurement of sugarcane and off-the-book production and sales of sugar, as 

discussed in TOR(s). This purports that the financial accounts of the companies 

do not portray accurate information. Hence, the analysis of the cost of 

production of sugar by the mills is further compromised due to a lack of 'true 

and fair' information. It would be naive to consider that the overstatement of 

cost and understatement of production is done without collusion of the 

authorities and auditors. The affairs are grossly misrepresented and the mills 

are seldom held accountable for irregularities and manipulation. 

Effects of Sales Tax 
The Government's sales tax on sugar is structured in such a manner that it is an 

inducement for the sugar mills to inflate the cost of production which 

consequently affects the ex-mill price. The imposition of 17% sales tax on a 

notional Rs. 60/kg. and higher, regardless of a lower cost of production, is a 

counterproductive measure for controlling the rising price of sugar. 

Constant Ex-Mill Price/Retail Price 
The cost of production in the sugar Industry should not vary throughout the 

year as production ceases at the end of March of every year. This means that 

the ex-mill price is also already determined by this time since no further 

production costs will be incurred. There may be Insignificant incremental costs 

such as carrying and administrative costs but these are too insignificant to cause 

a large change In the per kilogram cost of sugar. However, to the contrary, the 

monthly average ex-mill price of sugar in 2018-19, as reported in Table 3 of the 

PSMA Annual Report, 2019, varies significantly from month to month: 
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Table 18: Constant Ex-Mill Price/Retell Price 

Table-3 Month wise Average 	Wholesale & Retail Prtce ofSogar Rs. /kg 
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The changes in the ax-mill price by approximately Rs. 20 over the course of the 

year are completely unfounded. PSIVIA claims that this phenomenon is caused 

by "the forces of demand and suppV. This argument is not tenable as 

I. The total supply in the country meets the total demand, 

The production of sugar is finite and 

The demand for sugar is inelastic (being an essential item) 

The final analysis of the cost of production of sugar: 

78. 

	

	For every extra rupee of cost overstated, the sugar mills of Pakistan earn 

approximately Rs. 5.2 million x 1000 (total production of 5.2 million tons} 

which equals Rs. 5.2 billion -all at the expense of the consumers. 

These are the windfalls that the sugar mills enjoy before the sugar has even left 

the gates of the factory. 
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Real Hidden Margins of the Mills 
79. 

	

	The margins and windfalls realized between the rising ex-mill prices and cast of 
production of sugar have also been analyzed by the Commission. The cost of 
production, as calculated by the Commission appears In column labelled W of 
the tables for the last three years in relation to the ex-mill prices, which 
indicates that the real margins of the sugar mills are much above those claimed: 
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80. 	In 2017-18 the cost of production that the Commission calculated wa Rs. 35.14 
and the ex mill price commanded by the JDW Sugar Mills Limited ielded an 
average margin of 18%. Dunn 2018-19, the year with the most v latility in 
sugar price , the mare ins that t e company managed to make ranged from 10% 
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to almost 60%. M per the data received up to March 31, 2020 the IOW's 

margin ranges from 17% - 45%. 

HAMM SUGAR MILLS LIMITED 
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81. 	Hama Sugar Mills also made substantial gains in 2017-18 posting margins 
between approximately 9%-29%. The maximum margin realized by the mill was 

approximately 55% in 2018-19. The company continues to reap large margins in 

the current year despite a higher cost of production. 
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HUNZA SUGAR MILLS (PRIVATE) LIMITED 
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82. 	Hunza Sugar Mills, though with a higher cost of production relative to the other 

mills, also enjoyed margins ranging from 13% to 40% over the last three years of 

production. Not being part of a larger group of companies the margins are 

nevertheless, substantial. 
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83. 	The cost of production calculated by the Commission for Alliance Sugar Mills 

Limited reveals real margins to the extent of 84% (2018-19G. The mill being one 

of the larger mills has benefited immensely from the changing ex-mill price over 

the years. 
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84. 	Al-Moix Industries, also one of the larger sugar producing companies, 

took advantage of the manipulation of ex-mill prices and passed on the 

higher prices to the consumers similar to other mills. The company has 

benented by real margins up almost 42%. 
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AL-ARABIA SUGAR MILLS LIMITED 
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85. AI-Arabia Sugar Mills came into production after 2016 when the 

company was set up. The margins of the company may appear lower 

than the other companies but that is on account of Its cost of 

production which remains high owing mainly to heavy depreciation of 

plant and machinery and inefficient production processes. 
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It can be seen that at a constant cost of production, the sugar mills have 

whimsically changed the ex-mill prices to increase their margins, in 

certain cases, up to almost 60%. The extraordinary windfalls made by 

all 6 sugar mills were in 2018-19 — the time when some of these mills 

were also exporting. A differential in ex-mill price and the retail price, 

attributed to brokerage and wholesale margins, exasperates matters 

further by pushing up the price for consumers. The brokerage and 

wholesale margins are also open to criticism as the mills are possibly 

colluding to enjoy additional gains. 	This is a matter that has been 

discussed in detail in the TORs (f) and (g). 

Cost Accounts and Cost Audit 
The annual financial statements submitted by companies to the 

Securities and Exchange Commission of Pakistan (SECP) do not report 

the specific costs involved in the production of sugar. Cost accounts and 

cost audit are essential to verify the accuracy of the accounting records 

maintained by a company with regard to the costs of production. Until 

2017, The Sugar Industry (Cost Accounting Records) Order, 2001 issued 

vide S.R.O. 97(1)12001 on February 19, 2001 by SECP, required 

companies to maintain cost accounts "in such a way as to make It 

p sshl t 	I lat fr m th p rt' I 	te d th re' , th 	ost f 

production and cost of sales of white sugar separately, during a financial 

year;(2) 	Where a company is manufacturing any other product in 

addition to sugar, the particulars relating to the utilization of materials, 

labour and other items of cost in so far as they are applicable to such 

other product, shall not be included in the cost of sugar." 

This Order was overridden by the promulgation of the Companies Act, 

2017 (the Act) which requires only an audit of cost accounts if directed 

by the SECP. Section 250 of the Act states: 

Audit of cost accounts. (1) Where any company or class of companies Is 
required under first proviso of sub-section (1) of section 220 to include In its 
books of account the particulars referred to therein, the Commission may direct 
that an audit of cost accounts of the company shall be conducted In such 
manner and with such stipulations as may be specified in the order by an auditor 
who is o chartered accountant within the meaning of the Chartered Accountants 
Ordinance, 1961 (X of 1961), or a cost and management accountant within the 
meaning of the Cost and Management Accountants Act, 1966 (XII 1 of 1966); and 
such auditor shall have the same powers, duties and liabilities as an auditor of a 
company and such other powers, duties and liabilities as may be specified. 
(2) The audit of cost accounts of the company under sub-section rn shall be 
directed by the Commission subject to the recommendation of the regulatory 
authority supervising the business of relevant sector or any entity of the sector. 

The erstwhile Order of SECP concisely prescribed the various line items 

that should be included/excluded in the cost accounts and was 

indispensable for verifying the accuracy of cost accounting records. The 

decision to dispense with this requirement Is not prudent. The leeway 
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given to companies through Section 250 of The Act proves to be more 

detrimental than facilitating. 	The whimsical pricing of sugar and 

increase in prices, especially in 2018-19, has been a direct consequence 

of the reduced disclosures allowed by the new provision of the Act. 

90 	Moreover, sub-clause (2) of Section 250 (cited above) provides that the 

SECP shall Invoke the requirement of audit of cost accounts "subject to 

the recommendation of the regulatory authority supervising the 

business of relevant sector or any entity of the sector." It Is perplexing 

as to whether there Is any regulatory authority overseeing the sugar 

sector other than SECP Itself, considering that it was SECP which had 

issued the Order In 2001. 

Findings 
The calculation of production cost of sugar is overstated as the reported 

cost includes expenses on activities that have not been Incurred on the 

production of sugar and are based on principles contrary to the 

principles of the International Financial Reporting Standards (IFR5). 

Major discrepancies in the calculation of production cost results in 

substantial overstatement of costs to the tune of Rs.53.187 billion (only 

for 6 sugar manufacturing companies in sample), thereby, resulting in 

overstatement of margins and eventually the ex-mill prices. 

Furthermore, the current practice as adopted by the PSMA In 

calculating the ex-Mill price initially loads the 'sales tax' to 'cost of 

production' followed by margins, resulting In allowing excess margins 

lover the sales tax value) embedded in the resultant ex-mill price. 

Lower payments to farmers along with deductions on the weight of 

sugar cane results in "off the books" purchase of sugar cane which 

eventually results in "off the books" production and sale. The proceeds 

of the extra production remain un-taxed, as well as, the unaccounted 

for sugar production, alters the production cost. 

Deviations In reporting of "recovery ratio" in the same region as well as 

non-existence of an Independent way to determine the recovery ratio 

results in prima facie misreporting of the same. This eventually 

corresponds to excess "off the books" sugar production followed by "off 

the books" sugar sale. 

The existing sales tax regime on the sugar industry plays a major factor 

in the increase in retail price of sugar as sales tax is imposed on cost of 

production of Rs 60/kg and above. Resultantly the regime is a 

counterproductive measure for controlling the rising price of sugar. 

The manipulated cost of production has resulted In calculation of excess 

margins. The calculation of actual cost of production by companies in 

comparison to the ex-mill prices in certain cases has almost clocked the 

margins of up to 60 %, clearly beyond the declared/admitted margin 

thresholds. 

Lastly, the amendment in the corporate laws (Companies Act, 2017) 

again facilitates companies to misreport the cost of production as a 

result of the dispensation of the requirement for the companies on cost 
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accounts and its audit. The change in the law has a detrimental effect 

on the reporting practice on cost of production of sugar presently 

existing in the market questionable on pricing integrity. 

Recommendations 
99. 

	

	In light of the above observations of the Commission with regard to the 

cost of production of sugar the following recommendations are made: 
Adoption of the template at Annexure ' for the purpose of calculating 

the cost of production of sugar by the government authorities in future. 

Amendment of Section 250 of the Companies Act 2017 for maintaining 

cost accounts by the sugar industry, 

C. 

	

	Declaration of ex-mill price and retail price after production period ends 

and standardization of brokerage commission and wholesale/retail 

margins to counter fluctuations during the year. 

d. Revision of the sales tax policy of taxing production of sugar G) Rs. 

60/kg. 

a Sugar recovery ratio should be made the basis of the value of sugarcane 

procured from the growers. Mechanism be devised to accurately 

ascertain sugar recovery ratio through establishment of sugar testing 

labs situated near sugarcane centers which are independent of the labs 

of the sugar mills. 

100 

	

	As discussed earlier, that the sugar mills have been charging margins 
after adding the sales tax which resulted in extra charging of Rs. 1.02 

per kg. This is a daylight robbery, from the pockets of the general 
public, to the tune of Rs. 5.2 billion every year. The Government may 

direct the FBR to recover this hefty amount by ascertaining the 

additional profits thus made by each sugar mill in the past. 
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f. Market manipulationfrartelization by sugar mills, if any: 

Market Manipulation 
The forensic audit conducted by the teams and the analysis of evidence 

collected indicated the market manipulation by few large players, Mills 

& brokers, who could influence the market through their larger share 

and stock in the market In order to gain profits which are accrued by 

activities like hoarding, forward selling, speculation, and "Sate . Some 

of the work of the teams covering this aspect Is as follow: 

Market manipulation through "satta" 
IDW audit team seized the record of Mr. Muhammad Aslam, sugar 

broker, and in his interview, it transpired that the sugar brokers have 

created a chamber called the "Three Star Sugar Traders Group" 

established by Mr. Ashraf Chawla (sugar broker) which is located in 

Kasur. On the basis of forensic analysis of a mobile phone seized from 

another broker Mr. Abed, the Team found out that this activity was 

carried out on a WhatsApp group in which various brokers are 

members. Once the brokers obtained a forward contract and/or 

Delivery Order (DO) from the sugar mill for a particular quantity of 
sugar, the brokers start trading of sugar on the WhatsApp group to 

make profits based on speculations. This Is a continuous process and on 
a daily basis sugar bags related to multiple sugar mills are traded while 

the actual sugar is still lying in the mill's warehouse. Therefore, when 
This future trading takes place, an artificial demand is created which 

drives the price of sugar upwards. When another broker purchases on 

the WhatsApp• group at a given rate, the next transaction is executed 

when he is offered a price higher than the previous price of sugar 

traded In the group. This cycle goes on and on and price keeps rising 

just because brokers are buying and selling the same stock without 

actual delivery. This is kind of virtual stock exchange of sugar with their 

own arbitrators as well. The brokers simply settle the price differential 

and earn profits without actually taking possession of the sugar. 

As per the details unearthed during the inquiry, evidence was collected 

that established that Muhammad Aslam alone earned profits of Rs. 
70981,176 In January 2020, Rs. 78,253,800 in February 2020 and lost 

Rs. 279,778,600 In March 2020 due to the action by the Government 

against the sugar price hike and the "SATTA" dealers. This loss of Rs. 

27%778,600 is related to future trading of around 11,000 trucks of 

sugar (aggregating to around 2.67 million bags of sugar amounting to 

Rs. 10242,219,000) pertaining to all units of the JOW Company as well 

as ittehad Sugar Mills. The brokers thus created artificial demand to 

increase price and all this time, the sugar stocks remained at the sugar 

mill warehouse. 
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104 The Team Inquired from the IDW Company management about the 

process of determination of ex-mill sugar prices. The Management 

informed that the Company obtains the daily wholesale price from the 

market (brokers) and stated that any hike was the result of market 

forces. As discussed earlier, this hike was artificially created through 

Sotto and the Company kept increasing the ex-mill price on a daily basis. 

This again fueled the hawkish sentiment in the market and also the 

illegal Sotto market. Side by side the Mill facilitated the brokers by 

providing storage space for hundreds of thousands of bags of sugar 

which were sold but un-lifted, which was corroborated by the brokers 

Rashid. Abad and Khawaja Ahmed in their statements. 

105 A nexus between brokers who used digital platforms for illegal future 

trading of sugar was unearthed. Dudng forensic analysis of different 

digital devices, hundreds of messages relating to rates of future 

tradesrSatta" and buying and selling in this regard. Most of the time 

the period of sale was more than a month in the future as compared to 

the date of the message. Further, various instances which showed the 

collusion between the brokers were identified, a few examples of 

messages of WhatsApp group are presented below: 

A broker complaining on January 21, 2020 that Mr. Haji Zameer broker) 

has single handedly increased the price of sugar by Rs. 150 i.e. Rs. 1.5 

per kg in one day. He further states that let's see how long can Haji 

Zameer hold the sugar as the "satta" may cause trouble in the future if 

the Government found out about it and took some steps in this regard. 

Brokers discussing In WhatsApp groups regarding Initiation of action by 

the Government and directing others to stop using the word 'SATTA" in 

WhatsApp groups 

On December 29, 2019, Mr. Fuman (broker) Providing future rates for 

.10W sugar for March, April, May and June 2020 i.e. up to 6 months 

speculation. 

Mr. Haji Zameer (broker) sharing his written statement to be given to 

the Audit Team with all other brokers beforehand in the WhatsApp 

Group 

Brokers discussing in WhatsApp groups regarding initiation of action by 

the Government and directing others to stop using the word "SATTA" In 

WhatsApp groups 

On Feb 20, 2020 Mr. Wages Ashraf (broker) Instructing others to stop 

future trading as it is strictly banned by FIA 

Khawaja Imran (broker) Instructing other brokers to mislead inquiry 

commission members by informing that ail data is available with the 

sugar mill and brokers do not have any data 
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viii.On January 21, 2020, a broker Mr. Mad Butt stating in a sugar traders' 

group that he has only done "SATTA" for four days and not even one 

truck of 'hug" (physical) sugar trade. 

The statements of various brokers In respect of the modus operandi 

used, as described above, for the price hike and the role of future 

trading/speculation (SATTA) have been recorded. 

Market Manipulation Through Forward Contracts 
Forward Contract and "Satta" has been discussed fully in TOR (g). since 

one aspect pf forward contract relates to the market manipulation, 

therefore, a brief account Is given here. Another method of market 
manipulation was also discovered by the JIM Team that unearthed a 

nexus between the sugar mills and major sugar brokers who manage a 

system of market manipulation to increase prices of sugar. This 

manipulation is done through forward and future trading of sugar and 

hoarding of the stock at sugar milk premises. The process of sale of 

sugar is as discussed below: 

Spot Sale ("Haze Sale) 
In the case of Spot sale, a broker contacts the Company and books an 

order for sugar in terms of number of trucks/bags of sugar at the 

Company's ex-mill rate and informs the Company that the respective 

amount for that order has been deposited in the Company's bank 

account. The Company then issues a Delivery Order (DO) which Is sent 

to a transporter who transports the sugar to the parties, who have 

deposited the amount in Company's bank account. The broker gets a 

commission of Rs. 2.5 per 50 kg bag from the Company at the end of 

the year. 

Forward Sale 
Secondly, in case of forward Sale on token payment, the broker 

contacts the Company and asks for a rate of sugar for a delivery in the 

future. This can range from 15 days to 3 months. Thereafter, the broker 

has to ensure that the token amount of such sale is deposited in the 

Company's account and contract agreement is issued. The rate in case 
of a forward sale Is usually higher than the ex-mill rate at the date of 

booking depending on the time between booking and date of forward 

sale. The Team obtained the list of forward contracts of the MW which 

shows that currently the Company has made forward contracts for 

around 6,180 MT of sugar i.e. 123,600 bags (515 trucks) for the period 

March 31 2020 to June 30, 2020. The total transactions of one party 

are presented below; 

Table 19 

Mitten. Patty Data Payment grf °Ill.:n.5°14  
Inn) 

SalesPriced sugar Per 1%. 

Rashid Mel 10-Apr-IC 60 79.15 

Rashid Mean 10-Apr-20 60 77.15 

Rashid Multen taxtreo 60 TOW 
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Rashid MtiIthr 15-Apr-20 60 78.00 

Rashid Multan 20-Apr-20 60 8025 

Rashid Multan 20-Apr-20 60 76.25 

Rashid Multan 25-Apr-20 60 80.50 

Rashid MuI±an 2E-Apr-20 80 7830 

RashX1 Multan 10-Apr-20 SO 

Rashid Multan 30-Apr-20 60 78.75 

Rashid Multan 5-May-20 SO 

RashEd Mohan 5-May-20 60 79.00 

Rashid MuNan 10-May-20 GO 21.25 

Rashid Mohan 60 7925 

Rashid Multan 15-May-20 60 21.50 

Rashid Multan 15-May-20 60 7950 

Rashid Mohan 20-May-20 60 61.75 

Rashid Mutton 20-May-20 60 79.75 

Rashid Mohan 25-May-20 60 8200 

Rashid Mohan 25-May-20 60 80.00 

Rashid Mohan 30-May-20 60 8025 

Rashid Multan 31-May-20 60 8225 

Rashid Mahan 6-Jun-20 60 8250 

RsshW 	tan 10-Jun-20 60 52.75 

RoshId Mohan GO 8100 

Rashid Multan 20-Jun-20 60 8325 

Rashid Mu Its n so 

Rothid Multan 30-Jun-20 60 83.75 

Total' 1,0110 

Source• Data provided by the SOW Sugar Mills 

110. It may be noted from the above schedule that minimum forward 

contract price during the period Apdl 2020 to June 2020 was Rs 77.75 

per kg (April 10, 2020) whereas maximum forward contract price was Rs 

83.75 per kg (June 30, 2020). The difference works out to be Rs 6 per kg 

in a period of 3 months. Hence, forward contracts also contribute to the 

increase in price in markets. Further, forward contracts were priced 
differently for different brokers which may be due to the relationship 

and frequency / quantum of business with the company. Further, 

recording of statement of broker (Rashid Multan) also confirmed that 

brokers enter into forward contract with the mills These contracts are 

further sold in the market without actual delivery of stock which also 

contribute to the increase in price of sugar. 

111 It is evident from the record of the company and statement of brokers 

that the company offers forward contracts to the brokers the rate of 

which Is usually higher than the spot rate and hence it contributes to 

Increase In price of sugar. Further, these contracts are further traded 

amongst the brokers without actual delivery of stock which further 

contributes to Increase in prices of sugar. 
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Cartelization 

112. The definition of cartelization (prohibited agreements) and parameters 

that make Competition Commission of Pakistan (CCP) construe a 

collective act as cartelIzation is given as: "CarteVinton (prohibited 

agreements) means that no undertaking or association of undertakings 

shall enter into any agreement or, in the case of an association of 

undertakings, shall make a decision in respect of the production, supply, 

distribution, acquisition or control of goods or the provision of services 

which have the object or effect of preventing, restricting, or reducing 

competition within the relevant market." 

113 

	

	in Pakistan, six groups control about 51% of the production of sugar as 

shown In Table below. These groups have the capacity to manipulate 

the market by Joining hands for cartelization and subsequent 

manipulation. The control of so few, mostly with political background, 

of the sugar industry shows the strong influence they can exercise on 

Policy and Administration. 

Table: 20.  Percentage Share of Big Groups in National Production In 2018-19 

No. Name of Group 
Mins 

PrOdUCtion 

(Tom) 

Recovery Ratio 

%ego 

%age of Total 
National 

Production 

WM Group 6 1040,382 11.15% 19.97% 

WM Group 5 637,691 10.67% 1224% 

Al-Moir Group 5 354,231 10.26% 6.80% 

Tandllanwala Group 3 255,375 4.90% 

Omni Group 10 86,394 10.50% 1.66% 

6 Shari? Family Mills 9 236,717 064% 454% 

7 All Other 51 2,599,960 10.39% 49.90% 

Grand Total 89 5,210,750 10.47% 100.00% 

Source: PSMA Annual Report 2019 

114 As defined in the Competition Act, 2010, dominant posft'on" of one 

undertaking or several undertakings in a relevant market shall be 

deemed to exist if such undertaking or undertakings havehe ability to 

behave to an appreciable extent independently of competitors, 

customers, consumers and suppliers and the position of an undertaking 

shall be presumed to be dominant If its share of the relevant market 

exceeds forty per cent. With just three groups controlling about 4096 of 

sugar production in Pakistan, there Is a good chance that they can 

assume the dominant position and behave like a cartel. 

115 In case it is observed that any of the violations of cartelization 

(prohibited agreements), abuse of dominance and deceptive market 

practices is being done by any undertaking, the CCP is empowered to 

initiate sua moto enforcement actions starting with calling of 

preliminary information, then conducting inquiries, entering and 

searching premises, exercising forcible entry, if needed, calling 

witnesses with record and evidences, issuing show cause notices, 

passing interim or/and final orders and imposing penalties. The purpose 

is to ensure to fulfillment of Its objective to engender free competition 
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in all spheres of commercial and economic activities, enhance economic 

efficiency, and to protect consumers from anti-competitive behavior. 

116 As has been observed In case of subsidy on sugar export, the PSMA 

holds negotiations with the Government on the following agenda 

points: 

I. Not starting crushing season unless the Government agrees to their 

demand of export and subsidy, 

ii. 	Demand of same amount of subsidy for all the sugar mills; 

117 	It is pertinent to note that although the cost of production of all sugar 

mills is different, the PSMA calculates and presents a uniform cost of 
production for all the mills. This is despite the fact that the cost of 

production varies from mill to mill. 

118 The concrete evidence of cartelization was collected in the past by The 

Competition Commission of Pakistan which took suo mow cognizance 

in 2009 of the possibility of collusive behavior of sugar mills and 

conducted a search and inspection of the PSMA offices In the country to 
determine violation of the Competition Ordinance, 2007 (the 

Ordinance). The Inquiry Report of the Inspection dated October 21, 

2009 concluded that there was "extensive institutionalization of 

collusive behavior In the refined sugar industry...the sugar mills, rather 
than competing in the open market prefer a closed and protected 

market which is managed collusively and collectively by PSMA. PSMA 

apart from being In breach of its mandate appears to be acting in 

violation of Section 4(1) of the Ordnance by acting as a front runner 

for a rowel in the sugar industry/' The inspection report was quite 

categorical and put direct blame on the PSMA for manipulation and 

cartelization. Consequently, the CCP Initiated legal proceedings against 

the PSMA by issuing a show-cause notice dated October 23, 2009 under 

Section 30 of the Ordinance for collusive behavior and price fixing. 

PSMA and the member sugar mills obtained a restraining order from 

the Sindh High Court which Is still pending. No further action has been 

taken by CCP to check the cartelization of this industry since then. 

Findings: 
There Is ample evidence of market manipulation for profiteering by 

certain sugar mills through forward contracting, non-lifting of sold sugar 

and facilitation to the selected brokers who indulge in "Satre. 

Although there are clear Indicators that cartelization exists but the main 
regulators i.e. CCP has remained a silent spectator since its report on 

cartelization in 2009. 
Forward contracts are used in "Satta" and the detailed findings and 
recommendations 	are 	therefore 	discussed 	in 	TOR 	ffi). 
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9. Impact of forward contracts on the prices of the sugar and whether 
any malafide is involved: 

Forward contract 

122. Forward Contract is the advance sale of sugar by the sugar mills and 

buyers purchase the sugar to be lifted at some point in future. There 

are multiple reasons for sugar mills for adopting this practice. Forward 

contract fetches business capital for the sugar mills without having to 

deliver sugar immediately. According to the discussion with different 

stakeholders, there are two kinds of forward contracts: 

The buyer, who is normally a whole sale dealer, stockists or Investor, 

buys the sugar to be lifted at a later time as per agreement. The 

payment Is made in advance and normally the rate is set lower as 

compared to the current rate. In this situation the buyer makes profit If 

the sugar price goes up. This kind of forward contract seems justifiable 

as the money is paid in advance for a small discount. The large 

companies normally buy sugar from the mills through forward contract 

and they pay as they lift. 

The buyer enters into an agreement, written or verbal, with the sugar 

mill to purchase sugar. The sugar is to be lifted at a later stag of time 

but no payment or only token payment is made. In this case the rate is 

normally set higher than the current rate. In this situation, again the 

buyer would make profit if the price of the sugar goes up. This kind of 

contract lends itself to the possibility of "Sotto" which is explained 

below. 

Salta (imaginary/virtual advance sales) 

123. Satta" Is the speculative sale and has become common practice in 
sugar market throughout Pakistan. No actual investment or sale or 

lifting of sugar is involved in SATTA It is simply a form of gambling. 

124. Forward contracts and more so SATTA sales affect the market. 

Speculation about the increased or decreased rates of Satta in the 

market affects the price accordingly. The upward speculation results in 

perception of Increased demand against the supply which will result in 

price hike. 

125. The commission has collected the evidence of "Satta" as detailed 

below. 

126. During the audit of Hume Sugar Mills, It has been found that the 

forward contracts 	and Satre lead to illegal gains which are ultimately 

shown as advance from brokers/ dealers. This is an Illegal earning and is 

an outcome of malpractices in sugar sale by the sugar mills and its 

ultimate beneficiary is the sugar mill. There are multiple forms of this 

kind of transaction and one such kind is "Biyana" from the dealers. The 

team found evidence that the quantum of advance amount (Biyana) is 
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usually Rs. 200 per 100 Kg Bag. This is basically the initial advance paid 

to the mill for forward contract of sale of sugar; mostly from the buyers 

who are involved in "SATTA". If the buyer does not lift the sugar from 

the mill after a certain time period, the said amount "Blyana" is 

forfeited and Is portrayed as "advance from sugar dealers". This 

forfeited amount is converted Into "Other Income" and recorded In 

their books of accounts. The detail of amount confiscated by the Mills 

and recorded as Other Income is as under: 

121 As shown in the table below, such advances appearing In the book of 

accounts of the mill amount Rs. 298 million. 

Sr. no. ea/makes AS on September 
30,2019 

 Advance received against forward contracts against sugar 
sales 

149,651,405 

 Advance received againSt forward contracts against sugar 
sales 

48,055,337 

Sub-total 197,716,738 
Particulars As on September 

30,2018 
Advance received against forward contracts against sugar 
sales and forfeited (Balances written back 2011-12) 

100,564,653 

Total forfeited Amount on account of forward contracts against sugar 
sales 

298281.01 

128. Brokers buy sugar from Hunza Sugar Mills on forward contracts and sell 

these in the sugar market to other dealers/brokers. Upon the maturity 

of the forward contract, if the broker is making profit, he takes delivery 

of the sugar. However, in the event of loss, the "Biyana" of the broker 

is forfeited to the sugar mill if he does not lift the sugar. 

129 The evidence collected shows that one such broker Shahzad Faisal 

made forward contract of 6,300 M.T (525 Trucks) for the month of 

March and April 2020. He paid advance amount (Biyana) of Rs. 

11,250,000 for 4800 M.T of sugar to Mill. 

Table; 22- Detail of "Wynne payment of Skahead Faisal to HIMII sugar mins 

ANNUM R9- 

Amount Paid for March 2020 for Forward Contract (215 Truc(s) 5,460,000 

Amount Paid for Apr112020for Forward Contract 465 Trucks) 5,790,000 

11,150,000 

Source: Cash book of Shehzad broker 

130. Further, Broker Shahnd Faisal sold 360 trucks of suga to sugar dealer 

namely Sheikh Manwor Ahmed alias Sh. Heera of aisalabad against 

advance amount of Rs. 9,840,000/-. The details are given In the below 

mentioned table: 
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Table: 22 —Detail of payrneot of Shalliall Faisal to Mills 

Iftera1Brollat)(Forvtanl Contract with Maimed Falsal)14320 M1) 

M. Ton Rate per 100 Kg 

March fanfare] Contract 

10 120 7800/7600 

100 1200 7925/7700 

100 1200 7900/7700 

210 2520 Total 

AprII Fonv rd Contract 

100 1200 8075/7850 

50 600 8225/7925 

150 IBM Total 

360 4320 &and Total 

Source: Record seized from broker Shod Cabal 

131 

	

	Heera Broker in his statement admitted that the stock of sugar was not 

lifted by him on th maturity of forward contract i.e. 31-03-2020 due to 

decrease in prices of sugar in the market resulting In forfeiture of his 

"Blyana" by the MI I and he suffered a loss of Rs. 9,1390,000/- while the 

Mill has illegally earned the said amount Further, the Mill has total 

forfeited a total amount of Rs. 293281,401 "Biyana" and shown it as 

"advances from suga dealers" as of September 30, 2019. 

132 The Audit Team of IOW Sugar Mills found some addifional information 

about "SATTA" from interviews as well as forensic analysis of 

mobile/computers of renowned sugar brokers of Punjab. During his 

interview with the Team, broker Mr. Aslam stated that during the 

month of March 2020, he has executed forward trades of around 

11,135 tnicks amounting to Rs. 10,292,219000 with the JDW Company 

and Ittehad Sugar Mills, He further shared data of forward contracts 

which he has in turn made with other brokers of the market for the 

months of March and April for around 4,179 trucks at rates of up to Rs. 

7950 per K. As per Mr. Aslam, the persons with whom he has made 

these forward contracts are either investors themselves or they have 

black money to hide in the form of investment These brokers then 

trade further with other brokers multiple times and the rate of sugar 

keeps rising as eventually the last person who has the forward contract 

at the time of maturity of the contract has to deriosit payment in the 

sugar mill's bank account. The investors meanwhile settle their trades 

on positive/negative margins whatever the case may be as speculation 

business may go either way. This process goes on simultaneously in the 
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market for multiple mills and is happening on daily basis which creates 

perception of higher demand for sugar which in reality is much less. 

133 Another such broker is Mr. Abad Ali who purchased 54,000 bags of 

sugar (225 trucks) amounting to Rs. 174,225000 from JDW during the 

current year. Further, during the years 2018-19 and 2017-18 Mr. Abad 
purchased 451,200 bags of sugar aggregating to Rs. 1133,625000 and, 
150,034 bags aggregating to Rs. 345,537,600 respectively. Mr. Abad 

further corroborated the Team's earlier finding that his sales are 

recorded by the Company in the following fictitious names: 

Table 23; 

original Buyer Do Issued In Name Of Dealer 

Abed All Mustafa !Jaz Traders 

W. Khan Wall Khan 

Musa Khan Mustafa Traders 

UmerTraders UmerTraders 

Murad Khan - Gujranwala Musa Bahi-Sibbi 

Mr. Abad also shared that the Company itself also engages In forward 

contracts. The rate is higher by Rs. 50 per 100 kg bag for 15 days 

contract whereas it Is higher by Rs. 100 per 100 kg bag for 30 days. Mr. 

Abed further stated that when investors Invest In forward contracts, 

speculation starts while the stock remains lying at the mill's warehouse. 

However, he stated that this business Is carried out mostly orally and no 

documentation is maintained. 

Another such broker is Mr. Malik Mapd who is working as a sugar 

broker for the last 25 years. According to Mr. Majid, the sugar mill 

conducts sale transaction mainly in four different ways: 

Genuine Buyer places demand with the broker who then informs the 

buyer about the bank account details of the mill. Once the buyer has 

deposited the amount, he shares the details with the broker on SMS or 

WhatsApp message and the broker confirms the same from the mill. After 

confirmation, a DO is issued to the buyer if he requires immediate 

delivery. 

In case the buyer requires a delayed delivery, the DO Is dispatched to the 

mill's Goods transport agent. According to Mr. Majid, some sugar mills like 

Hamza, Shahtaj and Shakarganj Sugar  Mills insist that the buyer lift the 

sugar within 15-20 days however others do not emphasize on lifting. He 

was of the view that this un-lifted sugar is one of the major reasons for 
the sugar "SATTA". Further, according to Mr. Majid, the mill also benefits 

from this arrangement as the sugar is usually pledged with the bank and 

as long as the sugar is not lifted the pledge is not released, therefore, the 

mill utilizes the sale proceeds of such sold but undifted sugar for its 

working capital requirement. However, Mr. Majid stated that this 
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Spot/Hturr Sale Rates 

APRAO 

arrangement causes loss to the public as apparently sugar has been sold 

but once it does not reach the market, an artificial shortage is apparent 

and the mill owners and brokers earn profits by Increasing the sugar price. 

ill. He also shared that the mill also executes forward contracts an the basis 

of token money "BIYANA" wherein the mill takes deposit of Rs. 2 to Rs. 3 

per Kg for forward contracts Diane to three months. This means that for 

100 kg sugar bag, the mill sets the rate at Rs. 100 to As. 125 per 100 kg bag 

per month higher than the market rate. However, in the current season, 

mills fixed the rates up to As. 150 to As. 200 per 100 kg bag per month 
higher than the market rate. He reiterated that the sugar remains in the 

mill's godowns all the time. 
136. The trend line of monthly ex-mill prices, given below, also corroborates 

the fact that these forward contracts enabled the increase in ex-mill 

rates by As. 5.3 per kg forJune 2020 as compared to March 2020. 

Monthly Avg. Ex-Mill Price 

The above graph of ex-mill prices clearly shows a rising trend over the 

period where the monthly average ex-mill prices surged by As. 20.8 per 

kg or 33.3% from November 2019 to June 30, 2020, whereas, the 

average ex-mill rates surged by 23% in January 2020 from Nov 2019, in 
a span of just 2 months. Furthermore, as per the sales data provided by 

IDW Sugar Mill for the period from Oct 2019 to March 2020, the 

Minimum ex-mill price was As. 60.75 on November 30, 2019 (sale to 
Ha ji Zameer, DO 77) while maximum price was As. 813.75 on January 31, 

2020 (sale to Mr. Rashid, DO 445), reflecting a gap of Rs. 23 per kg or 

40% increase in ex-mill price, in a span of just 2 months. This 

exceptional rise in ex-mill prices cannot be considered justified even 

after taking into consideration the higher price of sugarcane this year. 

Findings: 
Apart from genuine sale to registered corporate users, sugar brokers 

are abusing forward contracts to cover the speculative "Satta" sales. 
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The sugar mills are not only facilitating such speculative sales by 

providing storage spaces for longer durations and increasing ex-mill 

prices without any justifications but they are also major beneficiaries of 

Salta through advance payments, forfeiture of advances against such 

forward contracts in cases of non-lifting and through artificially 

increased sugar Prices. 
Many of the brokers have been found involved in "Satta" and operate 

the business and the "Satta" from the same office. The use WhatsApp 

has facilitated this activity and no restriction of space and time is 

applicable. Even they have their arbitrators as well who settle the 

disputes that arise. 

There is no specific law prohibiting the speculative business of "Salta" 

on sugar and other commodities. The online gambling activity whether 

on a gambling site or done through any social media, like WhatsApp 

groups, is not covered under the Prevention of Electronic Crime Act 

2016. Therefore, the law enforcement agencies can only apply 

Prevention of Gambling Act, 1977 which does not in any way provide 

for stringent punishment commensurate with the gravity of the offence. 

To deter the players involved in "Satta" on sugar and other 

commodities, the governments have therefore resorted to application 

Maintenance of Public Ordinance, 1960. 

Recommendation: 
The Commission recommends to formulate a legal framework for 

regulating and monitoring the activity and transactions of forward 

contracts in sale of sugar to ensure that it is not abused and is properly 

documented and executed. 

The Government should consider bringing in new legislation specifically 

dealing with the form of gambling, whether physical or online, for 

"Satta" on sugar and other commodities. 

Till the time new legislation Is brough, the Provincial Government 

should take strict action according to the existing laws to control 

"Salta". The information about the place and persons involved in this 
speculation business is available with the Special Branch and 

Intelligence Agencies. 
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h. Whether margins between Ex-Mill and Retail prices increased, 

compared to the previous years, or otherwise. If yes, reasons thereof and 

potential beneficiaries: 

The details of ex-mill and retail prices were obtained from the Provincial 

Governments and the Pakistan Bureau of Statistics. The data was then 

averaged out over the year and period under consideration. 

Graph: 10. Monthly Price Of Sugar Per Kg Retail & Ex-Mill: National 
Average 
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As can be seen there is a difference of about Rs. 5-7 per kg between the 

ex-mill price and the retail price. The margin is at the lower side, at 

about Rs. 5 per kg, for the current year. The bulk of the margin, 

however, goes to retailer who has to bear the cost of packing and loss 

during the sale. 

145. The actual profits are made in the process of speculation by dealers and 

brokers by raising the retail price of sugar. The mill subsequently 

Increases its ex-mill price according to market and gap between the ex-

mill and retail price remains in traditional range of Rs. 5-7. 

Finding: 
197. The difference is of about Rs. 5-7 per kg between the ex-mill price and 

the retail price. 
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i. Impact of Tax increase on sugar prices  at  Ex-Mill/Retail level: 
GST In the financial year 2018-2019 was 8% for the registered and 11% 

for the non-registered persons an sale of sugar from the sugar mills. But 

since majority of the buyers were non-registered so the GST was 

charged at 11% in majority of the cases, In the current financial year 

2019-2020 the Government has increased the GST to 17% across the 

board. The same increase Is transferred to the consumers ultimately as 
it is included In the ex-mIll price calculations of PSIVIA. 

Furthermore, the FBR has notified the minimum ex-mill price of sugar at 

Rs. 60 per Kg. for calculating sales tax Irrespective of the fact that it may 

be lower or higher. Hence the GST on sugar was Rs. 10.20 per Kg at the 

rate of Rs. 60 per kg ex-mill price. However, after the ex-mIll price 

increased above the Rs.60 benchmark of FBR after June 2019, the sugar 

mills continue to pay sales tax at Rs.10.20 per kg (i.e. considering ex-mill 

price of Rs.601 Hence, substantial amount of Sales Tax was being 

evaded by the sugar milk. 

When the GST rate was 11%, the tax impact at the ex-mill price of Rs. 60 

per kg was Rs. 6.6 per kg. The change in Finance Act 2019 increased the 

rate of GST to 17% across the board. The total impact, thus increased to 

Rs. 102 per kg. 

The prices of sugar had started to increase from December 2018. The 

retail price of sugar in December 2018 was Rs. 55.99 per kg and started 

to increase with every passing month and reached to Rs. 71.44 per kg in 

June 2019. It is pertinent to mention here that there was no increase of 

GST at that time. As can be seen the real increase in the retail price 

happened between December 2018 to June 2019 when it went up by 

about Rs. 16 per kg. Similarly, the major increase In ex-mill price 

occurred between December 2018 to June 2019 when it increased by 

almost Rs. 12 per kg which Is from Rs. 51.64 to Rs. 63.59 per kg. This 

period saw no increase in sales or other taxes and the price of 

sugarcane, the major input, was also stable. The increase in retail price 
between July 2019 to January 2020 is from Rs. 71 per kg to Rs. 74.64 per 

kg. The data, therefore, does not show any major effect of GST on retail 

price. 

Table: U. Comparison of Ex-MIII  &  Retail Prices of Sugar 2019 

Sr. No Months Ex-Mill Price PICEMetall Pace PIER Difference 
1 Nov-18 50.05 55.47 5.42 

2 Dec 18 51.64 55.99 4.35 
Jan-19 54.30 59.30 

4 Feb-19 54.73 59.37 9.64 
Mar-19 57.46 61.15 369 

6 Apr-19 60.49 65.03 4.54 

7 May-19 62.48 67.31 9.83 

a Jun-19 63.59 71.44 2.85 
9 Jul-19 65.73 71.93 6.2 
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10 Aug-19 68.62 75.14 652 
11 Sep-19 68.56 75.39 683 
12 0c219 68.30 74.46 6.16 
13 Nov-19 67.42 73.26 5.84 
14 Dec-19 67.48 71.71 423 
15 Jan-20 69.14 74.64 5.5 
16 Feb-20 71.56 79.86 8.3 

Source: Data Provided by Palostan Bureau of Statistics and Provincial Governments 

(Incomplete Data was provided yslodh Government) 

Finding: 
The Increase in tax impact is Rs. 3.6 per kg due to the increase in rate of 

GST to 17%, after 14July 2019. 

The real increase in the retail price occurred between December 2018 

to June N19 when It went up by about Rs. 16 per kg. Similarly, the 

major increase in ex-mill price occurred between December 2018 to 

June 2019 when it increased by almost Rs. 12 per kg which is from Rs. 

51.64 to Rs. 63.59 per kg. This period saw no increase In sales or other 

taxes and the price of sugarcane, the major input, was also stable. The 

Increase in retail price between July 2019 to January 2020 is from Rs. 71 

per kg to Rs. 74.64 per kg. the data, therefore, does not show any major 

effect of 651 on retail price. 

Recommendation: 
Matter needs to be referred to FBR with the instructions to recover the 

saes tax evaded by the sugar mills during last one year on additional 

amount of ex-mill price exceeding FBR threshold of Rs.60 per kg. 

Further, FBR should take steps to Immediately start collecting sales tax 

on actual prevailing ex-mIll rates instead of benchmark rates of Rs. 60 

per kg. 
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I. Hoarding at whole sale/ Retail level and within sugar mills vis-a-vis 
stocks of last year: 

Normally, the sugar is purchased by the whole sale dealers, through the 

MIII agent/brokers. Other industrial buyers mostly buy directly from the 

mills. The sold sugar mostly remains stocked within the sugar mills and 

is lifted as per the requirement of the buyer. The sugar is also stocked In 

other godowns by the brokers/stockists In some of the cases. 

Stocking of sugar In both the above-mentioned cases, is not being 

monitored despite the law, In Punjab and Sindh, which requires the 

registrations of godowns for essential Items. The provincial 

governments seemed to be unaware of the provisions of these 

legislations with the result that no record of stockists of essential 

commodities like sugar was available with the governments when the 

matter was raised by the Sugar and Wheat Inquiry Committees 2020. 

Since then the Government of Punjab has taken the initiative of 

mapping and registration of all the godowns of essential items and 

started application of this law in a phased manner. 

The Commission believes that the warehouses of the mills should also 

be brought under the purview of this law. This is essential not only for 

ascertaining the real stocks available In the country but also for 

determining whether the strategic reserves actually are available. The 

current total reliance on PSMA for assessment of the stock position in 

the country is neither prudent nor advisable as the Commission has 

found that in certain cases even the stocks pledged with the banks, 

which is overseen by the Muqaddams, have been found to be short. The 

absence of accurately verifiable data about the stock position leads 

room for the manipulation of sugar prices in the local market. Needless 

to say, that the unreliability of data about the real stocks position leads 

to erroneous decision-making about subsidy and export etc. 

The audit teams have worked on the stocks and sales analysis which 

shows how the sugar mills are Involved in keeping the sold stocks 

hoarded In their godowns for unusually long period of time. 

As an example, sale and lifting patterns of .10W Company are shown in 

the table below. The brokers, or the investors through the brokers, buy 

sugar from the sugar mills around the crushing season when the prices 

are usually low. Instead of supplying the sugar in the market at the 

prevalent rate, the sugar Is stored In the warehouse; thus, creating 

shortage of supply and is finally lifted when undue and abnormal profits 

can be made. This phenomenon coupled with ”Satta", as has already 

been explained in the TOR lg),  leads to profiteering by the 

Investors/brokers in connivance with the mills at the expense of general  

public. The table below shows the time lag In sale contract and actual 

lifting for delivery in the market. 
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Ten 

Year Name of Broker 
No 

Sugar 
Sold 

iaagS) 

Forward 
Contract 

Date 

Lifting 
Completion 

Date 

Time Lag In 
ntr 	and 

 
Coact 

Laing of Sugar 
Bags (Dan) 

2017-18 Mushtaq Paracha 15 12,000 1-Dec-17 25-Sep-18 298 

2017-18 Mushtaq Paracha 18 7,200 1-Der-17 19-Sep-18 292 

2017-18 Mushtaq Panache 72 12000 23-Dec-17 30-Sep-18 281 

2017-18 Mushtaq Paracha 24 1,200 1-Dec-17 4-Sep-18 277 

2017-18 Mushtaq Panache 82 12,000 30-Dec-17 30-SeP-18  274 

2017-18 
Mian M. Anwar 
Khursheed 

231 12,000 11-Nov-17 2-Aug-la 254 

2017-18 Mushtaq Paladin ES 4,800 17-Jan-la 18-Sep-18 244 

2017-18 Mushtaq Paracha 174 6,000 3-Feb-18 30-5e1F-1.8  239 

2017-18 
Mian M. Anwar 
Khursheed 

230 12,000 11-Nov-17 6-101-18 237 

2017-18 
Mian M. Anwar 
Khursheed 

291 6000 1-Dec47 21-1u1-18 232 

2017-18 Mushtaq Paracha 97 10,800 70-Jan-18 18.Aug-18 210 

2017-18 Hap Zameer 107 21,500 29-Jan-18 27-Aug48 210 

2017-18 
Mian M. Anwar 
Khursheed 

229 120130 11-Nov-17 29-May48 199 

2017-18 Mushtaq Paracha 91 6,000 20-Jan-18 28-101-18 189 

2017-18 Mushtaq Paracha 329 6,000 9-Apr-18 26-Sep-18 170 

2017-18 Mushtaq Paracha 324 &ODD 9-Apr-18 24-Sep-18 168 

2017-18 Mushtaq Paracha 96 1,200 20-Jan-18 5-1ul-18 155 

2017-18 MUShtaq Paracha 60 19200 6-Dec-17 10-May-18 155 

2017-18 Kh. Imran 359 6,000 10-Apr-18 12-Sep-18 155 

2017-18 Hall Zameer 63. 74,000 9-Dee-17 12-May-18 154 

2017-18 Hap Zameer 280 12,000 6-Apr-18 6-588-18 153 

2017-18 Mushtaq Paracha 59 12,000 6-Dec-17 5-May48 150 

2017-18 Mushtaq Paracha 391 12ODU 7-may-18 30-Sep-18 145 

2017-18 Kh. Imran 64 24OöO qUDec17 3-May-18 145. 

2017-18 
Wan M. Anwar 
Khursheed 

228 12000 26-Nov-17 20-Apr-18 145 

2017-18 Hall Zameer 371 12,000 10-Apr-18 30-Aug-18 142 

2017-18 55 24,000 6-Dec-17 13-Apr-10 128 Kh.1 

2018-19 Hail Zameer 519 6000 5-Mar-19 16-Sep-19 194 

2018-19 Flar Zameer 550 6,000 26-Mar-19 28-Sep-19 185 

2018-19 Hajl Zameer 443 12,000 4-Mar-19 3-Sep-19 183 

2018-19 Kh. Imran 67 6,000 3-Apr-19 28-Sep-19 178 

2018-19 Hail Zameer 99 6,000 23-Nov-18 17-may-19 175 
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201849 Kh. lmran 686 0000 3-Apr19 25-Sep-19 175 

7018-19 Kh. lmran 688 6,000 3-Apr-19 25-Sep-19 175 

2018-19 Kh. lmran 131 6,000 25-Dec-18 17-Jun-19 174 

2018-19 HEjI Zameer 559 6,000 26-mar-19 14-Sep-19 1" 

2018-19 Kh. lmran 685 6,000 3-Apr-19 21-Sep-19 171 

2018-19 Haji Zameer 522 6,000 6-Mar-19 23-Aug19 170 

2018-19 Hall Zameer 558 6,000 26-Mar-19 12-Sep-19 170 

2018-19 Mushtaq Paracha 642 6,000 2-Apr-19 14-Sep-19 165 

2018-19 Rashid 720 3,600 18-Apr-19 30-5ep-19 165 

2018-19 Mushtaq Paracha 329 6,000 19-Feb-19 2-Aug-19 164 

2018-19 684 6,000 3-Apr-19 13-Sep-19 163 Kb. lmran 

2018-19 HajI Zameer 557 6,000 26-Mar-19 2-Sep-19 160 

2018-19 Hall Zameer 521 6,000 6-Mar-19 8-41.16-19 185 

2018-19 Rashid 719 3,600 18-Apr-19 20-SeP-19  155 

2018-19 Hail Zameer 520 6,000 6-Mar-19 7-Aug49 154 

2018-19 HajaaMeer 555 6,000 26-Mar-19 23-Aug-19 150 

2018-19 Mufhtaq Paracha 193 6,000 26-Jan-19 21-Jun-19 106 

2018-19 Rashid 718 8,600 18-Apr-19 11-Sep-19 146 

2018-19 Hap Pamper 518 6,000 6-Mar-19 27.1-19 143 

2018-19 Kh. lmran 267 6,000 6-Feb-19 29-Jun-19 143 

2018-19 Mushtaq Paractra 643 6,000 2-Apr-I9 22-Aug-19 102 

2018-19 Rashld 717 3,600 18-Apr-19 7-Sep-19 142 

2018-19 Mushtaq Paracha 727 2.400 27-Apr-19 15-Sep-19 141 

2018-19 Haji Zameer 508 6,000 6-mar-Is 23.1u1-19 139 

2018-19 292 6,000 6-Feb-19 24-Jun-19 138 Kb. lmran 

2018-19 Hail Zameer 517 6,000 6-Mar-19 21-1,11-19 137 

2018-19 297 12,000 5-Feb-19 22-Jun-19 136 Kb. lmran 

2018-19 Kh. lmran 683 6,000 3-Apr-19 16-Aug-19 135 

2018-19 Rashid 24 6,000 17-Oct-18 26-Feb-19 132 

2018-19 Rashid 249 12,000 6-Feb-19 17-Jun-19 131 

2018-19 Hap Zameer 334 12000 19-Feb-19 79-Jun-19 130 

2018-19 Haji Zameer 514 6,000 6-Mar-19 12-1,11-19 128. 

2018-19 HaliZaMeer 516 6,000 6-Mar-19 12-101-19 L28 

2018-19 Hag Zameer 344 24,000 194eb-19 26-Jun-19 127 

2018-19 Kh. lmran 682 6,000 3-Apr-19 8-Mg-IS 127 

2018-19 Mushtaq Paracha 641 6,000 2-Apr-19 6-Aug-19 126 

2018-19 Rashid 582 6,000 27-ME-19 29-101-19 124 

2018-19 Mushtaq Paracha 60 14-Mar-19 123 

2018-19 Mushtaq Paracha 71 3,600 14-Nov-18 16-Map-19 122 

161. The IDW Company management responded as follow : "we would 

highlight correction n terminology viz sales ransactions with brokers, 

in that only lifted stocks are "sold stocks" - stocks for whicii payment 

has been received in advance from brokers and which may have been 

earmarked/identlfled internally only for sake of fiscal prudence 

(colloquially the un-lifted stocks), as per legal and accounting 

requirements continue to remain stocks of company until lifted". This 
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explanation provided by the Company is not tenable as per accounting 
principles and tax laws. 

162 Another instance of hoarding was detected in the analysis of the sugar 

stock data pertaining to Hunza Sugar Mills for the period from October 

2017 to March 2020. It was observed that Unit — I of the mills was 

mostly dealing In local market sales and Unit — II only sold 9.62% of 

available stock in 07-months period between May 2018 and November 

2018, despite sufficient inventory being available in the godowns of 

Mills. The mill then exported 74% of its production in 2019, thus, saving 

on the sales tax, getting subsidy and also contributing to the perception 

of low stocks in the country leading to rise in price of sugar in the local 

market. 

Findings: 
163. There is sufficient evidence of hoarding of sugar at the level of sugar 

mills in connivance with brokers/investors. 

169. The sugar mills facilitate keeping the sold stocks hoarded in their 

godowns which leads to undue profiteering. 

Despite the availability of relevant laws (Registration of Godowns Acts 

in Punjab and Sindh), no data of stocking of the sugar, by the stockists 

or the sugar mills, is being maintained by the Provinces. 

The current total reliance on PSMA for assessment of the stock position 

in the country is neither prudent nor advisable. 
There is no mechanism to ascertain the real stocks or the strategic 

reserves available in the country. The unreliability of data about the real 
stock position may lead to erroneous decision-making about subsidy 

and export etc. 

Recommendations: 
The warehouses of the mills should be brought under the purview of 

Registration of Godowns Act and strict implementation by the 

Provincial Governments to ensure that no hoarding is possible. 

There is no authority to monitor the Forward Contracts, which are also being 

used for hoarding and "Satta". The Provincial governments should make it 

mandatory for the mills to provide the forward contract reports on a daily basis, 

specifying the quantity of sugar, its booking price and maximum lifting time. The 

Provincial Governments need to strengthen their inspection regime which 

should also include verifying that no sugar remains an-lifted after the expiry of 

the forward contract. 

Page 56 of 253 



k. Was the export of sugar justified?Any subsidy given on export and its 
impact, with potential beneficiaries: 
170. Pakistan has been exporting sugar since last many years. From 2014-

2015 to to-date, Pakistan has exported more than 4.0 Million Metric 

Tons of sugar and paid more than Rs. 29 billion to the sugar mills in 

terms of sugar export subsidy. Exporting sugar with subsidy means that 

we are exporting on the International rates which are lower than the 

cost of production claimed by sugar mills and the differential cost is 

being paid from the tax payers' hard-earned money. The Commission 

analyzed the sugar exports from 2014-2015 to to-date and each sugar 

export scheme, with or without subsidy, during this period has been 

examined in detail. 

Sugar Export Subsidy Scheme 2014-15 (Scheme of 2015 without Subsidy): 
171. A meeting of the inter-ministerial committee was held in Ministry of 

Commerce on 06-11-2014, with Secretary of Commerce in chair, to 

deliberate the export of sugar as per the demands of PSMA. PSMA 

undertook to start the crushing season for the next year provided that 

the Government of Pakistan agrees to: 

Imposition of 25% import duty on Import of sugar 

Permission to export 0.5 MMT of sugar 

lit. Revival of SW 770)/2013 be extended export by land route in dollar 

terms to Afghanistan and beyond to provide subsidy on export of sugar. 

172. On 07-11-2014, ministry of Commerce forwarded the same proposals to 

the ECC, although the Revenue Division opposed the revival of the SRO 

77 of 2013. The ECC in Its meeting held on 12-11-2014 decided to: 

Mow sugar export of 0.5 MMT 

Imposition of 20% regulatory duty on import of sugar through the SRO 

ill. Allowed export of sugar to Afghanistan and beyond via the SW 77 of 

2013 

Sugar Export Subsidy Scheme 2014-15 (Scheme of 2015 with Subsidy): 
173. Another meeting of the same Inter-Ministerial Committee, with 

Secretary of Commerce Mr. Shahzad Arbab in chair, was held with 

PSMA on 22-12-2014. After discussion with the PSMA, the Committee 

recommended: 

I. 	Quota for the sugar export may be increased from 0.5 to 0.65 MMT 

ii. 	Regulatory duty to be Imposed on the import of sugar 

Minimum price for export to Afghanistan may be fixed at US$ 450 per 

DAT 

Inland freight subsidy of Rs. 2 per kg may be allowed. This will cost Rs. 

1.3 billion. 

Cash subsidy on sugar export of Rs. 8 per kg may be allowed. This will 

cost Rs. 5.2 billion. 
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vi. The total cost of subsidy will be Rs. 6.5 billion which shall be shared 

equally by the Federal Government and the respective Provincial 

Government. 

174 On 23-12-2014, Secretary of Commerce forwarded the same proposals 

to the ECC. On 24-12-2014 the ECC agreed with the summary and 

approved the proposal. 

Observations: 
PSMA demanded from the Government, right before the start of the 

crushing season, to allow export as they have to pay to the farmers 

otherwise, they will not be able to start the crushing season. As has 

been observed In the analysis of the next subsidy schemes, this is the 

pattern adopted by the PSMA at the start of every crushing season. 

They claim to have excess sugar which is more than the domestic 

requirement and that they can only pay the dues of the farmers and 

procure the sugarcane if export is allowed. Non-starting of crushing 

season on time, puts the Government under immense pressure from 

the farmers. In this scheme, the Government allowed the export 

without the subsidy but later changed the decision after about a month 

and allowed payment of subsidy of R. 6.5 billion with enhanced quota. 

On 12th November 2014, the export of sugar was allowed without any 

subsidy and on 24th December 2014, the same stock of sugar was 

allowed a subsidy of Rs. 6.5 billion. This export subsidy was allowed for 

the export on the rate calculated based upon the cost of production 

provided by PSMA and no independent calculations were made. The 

second summary and approval from the ECC was completed within 

three days and all the demands of the PSMA were approved. During this 

short period, from 12th November 2014 to 24th December 2014, there 

was no major change In the stock of sugar, cost of production of sugar 

or international price of sugar but still the decision to provide subsidy of 

As, 6.5 billion was made in the favor of PSMA and as a result, 0.542 

MMT of sugar was exported. Two reasons were cited, in the summary, 

for allowing the export subsidy; low international price of sugar, at the 

time, at US$ 380 per MT and higher cost of production. 

At that time, the concept of sliding scale was not in vogue and 

therefore, subsidy was not granted on sliding scale. Subsidy was 

granted at a flat rate of US $ 396 per MT in December 2014. 

Incidentally, the average unit export price of Pakistan's sugar export 
from January 2015 to July 2015 was US $ 444 per MT. 

It is also worth mentioning that during the period of export from 
December 2014 and onwards the price of sugar increased in domestic 

market for local consumption. As per the data compiled by the Pakistan 

Bureau of Statistics, the price of sugar in December 2014 was Rs. 54.12 

per kg whereas in October 2015 the average price Increased to Rs. 

61.55 per kg; showing an increase of 13.7%. 
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Sugar Export Subsidy Scheme 2015-16 (Scheme of 2016): 
179. On 20th November 2015, PSMA met the Prime Minister and made a 

representation highlighting the problems being faced by the sugar mills 

and the sugarcane growers in the country. On 25-11-2015, Prime 

Minister of Pakistan constituted an Inter-Ministerial "Committee to 

Examine the Problem of Sugar Mills in Pakistan" to examine the issue. 

The meeting of this Committee was held on 30-11-2015 and 03-12-

2015, with Secretary Commerce Mr:  Shahzad Arbab in Chair. 

i. Secretary NEAR Mr. Seerat Asghar argued that as per statement of 

PSMA there is abundance of sugar in the country but still the prices of 

sugar In Pakistan is amongst the highest In the world. He stated that 

while we have scarce financial resources to spend on agriculture, it Is 

inappropriate to spend billions on sugar subsidies; this Is bleeding of 

financial resources and must stop. 

Representative of Ministry of Industries reported that the net export 

surplus at the end of the year would be 0.63 MMT. He also lamented 

that despite the multiple tenders issued by the Utility Stores Corporation 

(USC), no sugar mill is willing to supply sugar to USC depriving it of Its 

role as price stabilizing agent for the domestic market. 

iii. The Committee recommended the export of 0.25 MMT till March 2016. 

The committee also recommended the subsidy of Rs. 10 per kg on the 

export of sugar as decided by the EEC last year. 

180. On 06-12-2015, a meeting was held In Ministry of Commerce with 

Secretary Commerce Mr. Shahzad Arbab In chair. After deliberation on 

the minutes of the inter-ministerial committee and discussion with the 

PSMA, it was recommended; 

To allow export of 0.5 MMT of sugar 

Cash freight support of Rs. 13 kg for export of sugar be allowed and shall 

be shared equally by the Federal Government and the respective 

Provincial Government 

Minimum price for export to Afghanistan may be fixed at US $ 450 per 

MT 

The cash support may be disbursed through State Bank of Pakistan 

181. On 7th December 2015 ECC of the Cabinet allowed the 

recommendations of the Committee. 

Observations: 
182. Right before the start of the crushing season, the PSMA started 

pressurizing the Government to allow the export of sugar along with the 
subsidy. The Government, under pressure for commencing the crushing 

season, allowed the export along with the subsidy. The practice of the 

previous year on relying on the figures provided by the PSMA and 

without any independent evaluation of calculation of cost of production 

and availability of stocks was followed. There seems to be haste in 
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making such important decision as the whole process of granting the 

subsidy was completed just within 17 days. 

183 

	

	No sugar mill participated in any of the multiple tenders which were 

floated for supply of sugar to USC but rather Insisted to allow for the 

export with subsidy. 

184 Inter-Ministerial Committee recommended the export of 0.25 MMT 

with a subsidy of Rs. 10 per kg but Ministry of Commerce, within 15 

days, recommended the export of 0.5 MMT with a subsidy of Rs. 13 per 

kg. No reason Is available on record to justify the increase in quantity of 

sugar to he exported and the enhancement of subsidy from Rs. 10 to Rs, 

13 per kg. This despite the fact that, in December 2014, the 

international price of sugar was US$ 397 whereas It rose to US$ 409 

per MT in December 2015, meaning that the amount of subsidy should 

have, in fact, been reduced instead of being increased. The 

international prices mentioned above are quoted from the PSMA 

annual report 2019. Total outlay required to be paid for subsidy came to 

be Rs. 6.5 billion. 
No independent calculation of cost of production was done to reach the 

amount of subsidy. 

Sugar Export Subsidy Scheme 2016-17 (Scheme of 2017 without subsidy): 
On 19-12-2016, a meeting of SAR was held in the Ministry of NEAR 

Which recommended the export of 0.3 MMT of sugar surplus without 

any subsidy. Ministry of Commerce, on this summary, recommended 

0.225 MMT of export to the FCC. The FCC in its meeting held on 28-12-

2016 approved the recommendation of Ministry of Commerce and 

allowed the export of 0.225 MMT of sugar, without subsidy. The 

international price of sugar at this time was US$ 524 per MT. 

On 16-03-2017, a meeting of SAR was held on the request of Ministry of 

Commerce to consider the request of further export of 0.5 MMT of 

sugar, but SAI3 recommended 0.4 MMT. Ministry of Commerce, in its 

summary for the ECC dated 17-03-2017, recommended 0.2 MMT of 

sugar to allow to be exported without subsidy. The FCC in its meeting 

held on 28-03-2017 approved the recommendations of the summary. 

The international price of sugar at this time was US S 577 per MT. 
On 17-05-2017, a meeting of SAB was held, with Mr. Khizar Hayat 

Gonda! Secretary Mo l&P in chair. After consultation with PSMA and 

other.stakeholders SAB recommended that since the total surplus 

sugar by the end of the season will be 1.884 MMT; therefore, it will be 
safe to recommend export of 1.20 MMT without making it time bound. 

Ministry of Commerce in its summary dated 07-07-2017 proposed 

export of 0.6 MMT but the FCC in its decision dated 18-07-2017 allowed 

export of 0.3 MMT without any subsidy. The International price of sugar 

at this time was US $ 434 per MT. 

These three schemes allowed 0725 MMT of sugar to be exported 

without any subsidy in 2017. The sugar to be exported was 
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manufactured in the crushing season from December 2016 to March 

2017. 

Sugar Export Subsidy Scheme 2017-18 (Scheme of 2017 with Subsidy): 

190. On 07-09-2017, a meeting of SAB was held, with Mr. Khizar Hayat 

Gondol Secretary l&P in chair. The PSMA demanded that 2.0 MMT of 

sugar be allowed to be exported with a subsidy of Rs. 113 per kg. After 

consultations, SAB recommended export of 1.5 MMT and observed that 

Mo l&P may assist Ministry of Commerce & Textile in working out the. 

subsidy. 

191 According to MOI&P's U.O.Na. 1(6)/2016-CA0, dated 08-09-2017 sent 

to Secretary to the Prime Minister by the Secretary of Commerce; The 

Prime Minister of Pakistan also held a meeting in the Prime Minister's 

office  with PSMA on 07-09-2017 in which among other directives, 

Ministry, of industries and Production was directed to work out 

production cost of sugar which con be made basis for deliberating on 

the demand of PSMA for grant of subsidy for export purpose, today 

positively." In pursuance of the directions, an exercise was undertaken 

in the Mo I&P and cost was worked out as Rs. 52.46 per kg. 

192. The cost of production calculated by Mo l&P 2017 and the resulting subsidy 

was calculated by Mr. Muhammad Yasir lqbal, Grade 17 cost accounts officer 

Mo I&P who was given a time of less than 24 hours to calculate it. The following 

were the calculations. 

Factors: 

Sugar Recovery Mugs 9.87 

Molasses Recovery %age 4.40 

Sales Price Of Molasses Rs. /Kg 12.00 

Manufacturing Profit Rs. /Kg before Tax 

Cost of Production of Sugan 

Price of Sugar Cone (Row Material Cost) 5.s. Per 40 Kg 181.0 

2 Sale of Molasses gs, 2112 

Net Cost of raw Material Rs. 159.88 

Devthprnent Cass Ks 100 

Market Committee Fee go 0.30 

6 Freight 2.00 

7 Total COSI of Raw material Ri 163.68 

Sugar Obtained from 40Kg of Cone KgS 3.95 

Cost ofRaw material per Kg of Sugar Rs. /Kg 41.46 

10 ProcessIng cost & other oetheads gs. /Ku 1100 

II Rai Mona/Otto ring Cast Rs. /Kg 52.46 

International Prices of Sugar London goonl Dated 07-09-2017 
376 65/Ton, Premium 20$ 

376 6$/ron +20$= 396.6$ 
PKR 41.80 (396.6$ @Rs. 105.40/V100) 

Sou ce:Sugoronlinecom 
pdge diffegentkg between Internailonal price and domestic cast of producüon 

lb.52.46-8s. 41.80 Rs. 10.7 
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Note; AU these assumptions and figures are copied from the documents of the Ma ISP. 

193 This cost was presented in the meeting of Inter-Ministerial committee 

held on 11-09-2017, with Mr. Mohammad Pervaiz Malik Minister for 

Commerce in Chair. In this meeting, it was decided to recommend the 

export of 1.5 MMT of sugar to the FCC with a subsidy of Rs. 10.7 per kg. 

194 On the next day, 12-09-2017, a meeting was held in the Ministry of 

Commerce, with Mr. Mohammad Yunus Dagha secretary of Commerce 

In chair. The recommendations of inter-ministerial committee were 

forwarded to the ECC. The ECC In Its meeting held on 14-09-2017, 

decided to; 

Allow 03 MMT export of sugar 

Maximum Subsidy of Rs. 10.7 per kg. on the sliding scale between the 

international price of US$ 376 per MT (as on 08-09-2017) and US$ 499 

per MT (U$$ 499 is the international sugar price which equals with the 

cost of production as calculated by the Mo l&P) 

a Subsidy shall be shared equally by the Federal Government and the 

respective Provincial Government. 

195 Again on 27-11-2017, secretary commerce Mr. Mohammad Younus 

Dagha moved a summary to the ECC to allow additional export of sugar. 

On 28-11-2017, the ECC decided to: 

a. 	Allow export of additional 1.5 MMT of sugar subject to the conditions of 

the decision of the ECC dated 14-09-2017. 

Observations: 
196, On 28-03-2017 the ECC allowed the export of 0.4 MMT of sugar. At that 

time, the international price of sugar was US$ 577 per MT. This price 

was much higher than the cost of production as stated by the PSMA. It 

was the end of March and the crushing season was almost over and the 

Government and the PSMA had very fair idea of the excess production 

of the current year and the carryover stocks of the previous year. If the 

export of 2.0 MMT was allowed at that time, the country would have 

earned huge amount of foreign exchange and the Government could 

have saved more than Rs. 20 billion which were later allocated to the 

sugar mills as the export subsidy. 

On 07-07-2017 Commerce Ministry proposed export of 0.6 MMT but 
the FCC in its decision dated 18-07-2017 allowed export of 0.3 MMT 

without any  subsidy. The international price of sugar at this time was 

US$ 434 per MT. This international price of sugar was lower than US$ 

499 (US$ 499 price was used as equivalent to the cost of production 

calculated by the Mo l&P to grant the subsidy).  But no subsidy was 

granted while allowing the export of sugar. 

There was no change in the cost of production and no major change In 

the International price of sugar from 18-07-2017 to 14-09-2017 yet the 

decision to export without subsidy was changed and a subsidy of more 
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than Rs. 5.0 billion was allocated In the first instance and further Rs. 15 

billion were also allocated later. 

199. Subsidy is the differential between the international price and the cost 

of the production of domestic sugar. Calculation of cost of production 

was done by a grade 17 Cost Accounts Officer who had no experience of 

the cost accounting In sugar industry. He was given less than 24 hours 

to calculate the cost of production and on these superficial calculations, 

a subsidy of more than Rs. 20 billion was allocated from the public 

exchequer to the sugar mills. 

200. It is worth mentioning here that the ECC allowed export of 0.5 MMT of 

sugar with subsidy on 14-09-2017 on the basis of cost of production 

calculated by the Mo l&P. However, when the ECC allowed further 

export of 1.5 MMT with the same subsidy, then Mo l&P was also 

directed to get the cost of production validated through a third party 

(Annexure 4). 

201. Mo l&P wrote to the Finance Division (CF-C Section) for validation of 

cost of production. Finance Division, in letter dated 10-01-2018, raised 

serious observations about the cost of production calculated, as 

reproduced below: (Annexure 5) 

i. 	Sugar recovery ratio appears on the lower side, which drives cost on the 
higher side, 

II. Development Less and Market Fee are allowable expenditures under the 
Income Tax Ordinance 20401, therefore inclusion in the cost of production 

Is not justified as the some is recovered subsequently, 
in Processing cost and other overhead contain the aspect of depreciation 

and other post gross profit expenditure and therefore, their inclusion In 

the cost sheet need to be relooked. The cost of production is likely to 

reduce substantially in this way. 
Off-setting by other income (e.g. electricity generation from Bagasse) 

will further decrease the cost of production. 
Only considering the point b, the cost of production decreases by Ps. 5.10 

Per kg, 
202. In this export scheme of 2017-2018, Rs. 10.7 per kg subsidy was granted 

by the ECC only for export of 2.0 MMT of sugar (Sindh granted 
additional subsidy of more than as. 4 billion). A decrease of Rs. 1.0 per 

kg of subsidy meant the saving of more than Rs.2.0 billion. Even If all the 

observations of Finance Division were ignored and only adjustments of 

Rs. 5.10 per kg were considered, this would have saved more than Rs. 

10 billion. The major export and subsidy availed was after January 2018. 

Therefore, timely  Intervention could have saved billions of rupees for 

the national exchequer. 

203. On the analysis of Finance Division Mo l&P endorsed the calculations of 

Finance Division and prepared an Implementation report and submitted 

it to the Cabinet Division for consideration on 27-02-2018 (Annexure 6). 

On 14-03-2018, the Cabinet Division requested Mo l&P to submit the 

Page 63 of 253 



requisite report of Finance Division to the ECC in the form of summary 

in its next meeting (Annexure 7). However, this summary was never 

submitted as on 19-03-2018, the ECC issued a corrigendum directing 

the Mo IS& to get the cost of production validated through a third 

party. Following was added in the ECG dedsion "As demand for subsidy 

by the sugar industry, inter-ago, is based upon the differential between 

cost of production of sugar and prices in the international market, the 

Ministry of Industries and Production was directed to get the cost of 

production (as mentioned in para 18) validated through a third party". 

At Annexure III is the summary of Secretary Commerce, Mr. Khlzar 

Hayat Gondal, dated 08-09-2017. 

The entire matter, of not putting up the summary in the ECC based on 

the reduced cost of production as proposed by the Finance Division, 

resulted in loss of more than Rs. 07 billion, and requires a detailed 

inquiry and legal proceedings. 

It took more than a year for Mo MP to decide and finally ask the CCP on 

25 June 2019, for validation (Annexure 8). On 19 November, 2019 the 

CCP finalized the calculation and replied to the Mo 18/P that cost of 

production was Rs. 51.93 per kg which was close to the figure Rs. 5246 

as calculated by the Mo l&P. But this calculation by the CCP was also 

based on the audited financial statements and cost audit reports of the 

sugar mills for that year. 

Mr. Shahid Khaqan Abbasi, former Prime Minister of Pakistan, and Mr. 

Khurram Dastagir, former federal Minister, made a voluntary 

appearance before the Commission. Mr. Shahid Khaqan Abbasi 

explained that for the first time the system of sliding scale was 

introduced for calculating the subsidy to be paid in light of the varying 

international price of sugar and thus ensuring that the amount of 

subsidy paid was according to the real International price. He further 

explained that also for the first time, the cost of production was not 

approved based on the calculations made by PSMA and instead were 

calculated independently by Mo l&F. 

He was asked why the cost of production was calculated hurriedly 

despite the fact that this is an annual requirement and such calculations 

could be got done by the experts if given proper. time. He said that 

Secretary Commerce Mr. Dhaga was asked to prepare the cost of 

production and the calculation that he made were far lower than the 

subsidy demanded by PSMA. 

He also contended that the subsidy was not the main issue as regards to 

the price hike in wake of the export of sugar by the current government 

in 2018-19. According to him the real Issue was that the export was 

allowed by the government when the stocks were not sufficient and this 

resulted In profiteering by the mill owners who made profits in excess 

of Rs. 100 billion by Increasing prices. He also said that he himself used 

to chair all the ECC meetings. 
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209 The Commission is of the view that as per the documentary evidence 

available as discussed In the Pares above, the calculation of subsidy 

based on the cast of production in 2017-2018 was not done with due 

diligence while approving the subsidy of Rs. 20 billion. 	Mr. Shahid 
Khaqan Abbas' could not provide satisfactary answers or 

documentation to explain and justify the subsidy procedure. Moreover, 

a grade 17 officer was given less than 24 hours to calculate the cost of 

production and also did not possess the requisite qualification and 

experience of cost accounting. 

The notified support price of sugarcane, I.e. Rs. 180 per 40 kg, was used 

to calculate the cost of production. The Commission has discussed all 

the evidence In TWO which clearly shows that the sugar mills have 

been procuring sugarcane well below the support price In 2017-2018. 

The Commission believes that if the calculations of the cost of 

production were done properly and the data used was verified this 

subsidy and the previous subsidies of more than Rs. 25 billion could 

have been avoided. 

Sindh Government Sugar Export Subsidy Scheme 2011-18 (Additional Subsidy 

of Rs. 9.30 per kg): 
On 22-11-2017, Secretary Agriculture Government of Sindh moved a 

summary for the grant of subsidy on export of sugar (Annexure 9). The 
summary was discussed in the Cabinet meeting dated 04-12-2017 as 

agenda item-2. The Minister for Agriculture apprised the Cabinet that 

the PSMA has requested to consider the additional support subsidy of 

As. 9.30 per kg in addition to Rs. 10.70 per kg which was already 

sanctioned by the Federal Government If additional support is given to 

the PSMA it will be in the best interest of the public and growers". 

The Minister for Industries apprised the Cabinet that whenever support 

is given to PSMA, its effects do not trickle down to the growers and 

growers are least paid for their crop. The additional cash freight shall be 

given If it is ensured that growers are paid Rs. 182 per 40 kg of 

sugarcane. The Minister for Food endorsed the point. The Minister for 
Agriculture added that sugarcane from Punjab is sold on prices of Rs. 

110-120 per 40 kg in three districts of Sukkur, Ghotki and Kashmore-

Kandhkat. 
Secretary Finance apprised the Cabinet that if additional cash freight 

support of Rs. 9.3 per kg is translated Into money terms its financial 
impact would be huge. The budget 2016-2017 was presented with 

deficit of Rs. 13 to Rs. 14 bIllian. If additional support Is given on sugar 
export, it will decrease the development budget's share in coming 

election year. 
However, the Cabinet approved the additional cash freight support of 

Rs. 9.3 per kg of sugar in addition to its 50% share in the cash freight 

support of Rs. 10.70 per kg allowed by the Federal Government on 

following terms and conditions. 
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The Agriculture department may reach an agreement with the Sindh 

Bank Limited (581) and deposit the full amount of cash freight support in 

SBL. 

II. No mill shall claim a cash freight support of Rs. 9.3 per kg for any 

quantity greater than 20,000 MT. 

Observations: 
215. As shown in the table below, 26 sugar mills have been paid Rs. 4.123 

billion against the reported export of 443,347 MT; while the claims of 

few sugar mills are still pending. This subsidy was not disbursed through 

the State Bank of Pakistan, rather through Sindh Bank Limited. 

sixth, Cash Freight Support On eXpon at SVpr Positian as on 10.6201.9/ Earths Year MU 

S No Name SUGAR MILLS ARV Paid ItAll 
Subsidy Paid 

(cAlllionll 

OMNI GROUP 

WM 15,906.00 142.57 

2 ANSARI 19,590.00 182.19 

TABOO ALLANYAR 15554240 144.54 

BAWANY 19,3621:10 180.07 

NAUDERO 14..730.00 136.99 

NEW DAD 19,740.00 183.58 

MARANO 6,547.00 6039 

8 CHAMBER 19,950.00 183.54 

9 MOM 17A97.50 167.38 

GIOIMT0t01 149,44.50 

10 

IDW 

J.D.W.III (OHONIJ 19,998.00 185.98 

11 Arrioult) Claim Pending 
Repo neely RA 186 
million Paid later 

12 DENAMO 18,2 	.00 169.59 

fnApp Total 38,233A0 355.57 

13 R.Y.IL AuJNIct 196.00 184.10 

14 

Others 

PAIRPURRHAS 19,989.00 185.90 

15 AL4AS 19,98600 18527 

15 AL-NCOR 19,972.00 185.74 

17 MAN 19,952.00 185.55 

IS 5IN0II ABADGAWS 19,292.00 185.00 

19 ARMY WELFARE 1092.00 185.00 

20 SNAHMUTLAD 19.890.00 184.98 

21 NIEMAN 19.62.00 184.72 

22 NABU3 19,930.00 175.12 

RAMPUR 17,290.00 16020 

24 BAND! 16,880.00 156.98 

25 KHAIRPUR 14,838.00 136.13 
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26 	 SONGHAI; 8.30000 aim 

OTh.nThtiI -- 235.673.00 2193.62 

Source. Figures provided by the Sondh Government 

216 There Is no justification of additional subsidy from the Provincial 

Government when the Federal Government had already granted the 

subsidy of Rs. 10.70 per kg. There were no calculations of cost o 

production by the Sindb Government and even the calculations of the 

cost of production and the subsidy made by the Federal Government 

were also ignored. The whole scheme was decided, and the additional 

subsidy of Rs. 9.30 per kg ranted arbitrarily, based on the figures 

presented by the PSMA and more than Rs. 4 billion subsidies 

allocated. The proceedings recorded In the summary show that no one 

was in favor of the subsidy but still the subsidy was granted. 

217 	Subsidy was granted on a flat rate instead of sliding scale, 

218 	OMNI Group is the largest beneficiary of this scheme. No mill was 

allowed to claim export subsidy on export of more than 20,000 MT, 

irrespective of their production and export potential. This clearly meant 

that the group with the greater number of sugar mills was bound to 

gain more share from the subsidy scheme. That is the reason that out of 

total subsidy of Rs 4.123 billion, the OMNI Group was paid Rs. 1.389 

billion. 

219 	The Chief Minister of Sindh, Mr. Syed Murad All Shah, was requested by 

the Commission to brief the Commission on this subsidy scheme, but he 

chose not to appear citing the reason that the Commission did not have 

authority to call him as this matter was not covered in the TORs of the 

Commission. 

Sugar Export Subsidy Scheme 2018-19 (Scheme of 2018 without subsidy by the 

Federal Government): 
220. On the request of Commerce Division, a meeting of SAB was held on 11-

09-2018. The agenda proposed by the Commerce Division was to review 

the overall availability and stock position of sugar and to workout 

exportable surplus, if any. The Secretary Mo NES&R explained that due 

to water shortage, low production of sugarcane was expected in the 

upcoming season. After consultation of all the stakeholders, it was 

concluded that total surplus sugar availability by the end of the season 

will be 1.962 MMT. After deducting the strategic reserves of two 

months i.e. 0.866 MMT, there would be net surplus of 1.096 MMT, 

therefore it would be safe to recommend export of 1.00 MMT without 

making it time bound. SAG also recommended a Monitoring Committee, 

headed by Joint Secretary (P50) Mo l&P to ensure the availability of 

sugar in the country on monthly basis. 
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221. On 28-09-2018, Commerce Division forwarded their recommendations 

to the ECC. The ECC, in its meeting held on 02-10-2018 decided to: 

(Annexure 10) 

I. 	Allow export of 1.0 MMT of sugar, 

No freight or financial support to be provided to millers/exporters by the 

Federal/Provincial Governments, 

The Inter-Ministerial Committee will meet fortnightly to review sugar 

stock, export and price situation 

In case of any abnormal increase in domestic price of sugar, the 

Committee would recommend to the ECC of the Cabinet for 

discontinuation of further exports. 

The export quota shall be monitored and implemented through SBP 

222. According to the summary of Commerce Division dated 03-12-2018, the 

PSMA and representatives of Kissan Ittehad met with Minister for 

NFS&R and Advisor to the PM on Commerce on 28-11-2018 and 29-11-

2018. They demanded that the conditions for the export of 1.0 MMT of 

sugar may be relaxed and further 0.1 MMT may be allowed to be 

exported. They also demanded that the Federal Government should 

immediately release Rs. 2.0 billion of outstanding subsidy claims to SBP. 

They also demanded that the provinces may be asked to pay freight 

support as sugar policy is their domain. These demands were forwarded 

to the ECG (Annexure 11) 

223. Para 2 of the same summary pointed out that in previous year freight 

support on export of sugar was given on sliding scale based on 

differential between the domestic cost of production of sugar, which 

was provided by the Mo l&P, and the international price of sugar. Last 

year, 2 MMT of sugar was allowed to be exported, but the provision of 

freight support is not Justified. The Cost of Production calculations by 

Mo l&P 2018 are shown in the table below. 

Table 26: Estimated Ex-Mill Price of Sugar from Sugarcane Prices During Crushing Season 
2018-19 

PCIRklb Athilli 

Payment of 
Sugarvono Paid 
by Mills Rs. 

0,1  

Sind* 10 Wed 
Pace of 
Sugarcoat as 
caned by 
Shisfli High Court 

Skulk Calm' 

Payment imdd 
WWI& 
Rs.140/ SO kg 

(2017-181 

Punlab 
notified MCP 

of Sugarcane 

(2017-281 M.160/4041 

Average Sugar Recovery Mr 938% 996% 9.96% 

Ammo* Molasses RICOVery Mg. 426% 436% 4.36% 

Soles Price of Molasses and 
Esgasse As. / 14.(8+1) 

ling Was 10/K0 

Pace of 50garcone (NM Material 
Cost) 

As 180/40 kg RS. 1SO/4 C Kg 1W /401S1 140/ 40 ISS 

Sal e of Molasses a &posse 127.44)/404 (17;44)/4010 (12.441/40 Kg (17441/40 l<0 
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14.3524•4170.9=1.744Cril 

Net Co st of Re w Motif*, 16256/ 404 132.56 7 40 Kg 142.56/ 40 Kg 122.56/ 40 Kfir 

Ps.2.00 Is2. lis.2.00 Height 

Total Cost of Ra w Material 164.56/401(9 13436/404 144.56/40 Kg 124.56/40ft 

Cost of RewMaterial per AV of 
sugar Moor a kg= 3,98/0) 

41-54/K9 33 80/K0 3532/Kg naen Or 

Processing cost a other 
Overhead' 

zadru zwen bong z 7/K9 

Total Mernaturing Cost without 
Tax 

49.04 41.50 4402 

late 	 s of Sugar 
(Lan 	) 

Ate ofI olernolkyral Sugar Ws 
on 28-11- 201.9)5149/T in 
.16.75.C2 

457 46.75 46.76 een 

Price DI f fereittlerl 6,1411 
Intematianal Price end Domestic 
Cost of Production 

(2..28) 5.25 7.75 

If AddS PT Ti11117 of $20 in 
International oast men awns 
$959/ T and pa i fi .E. 49.444,1 

4944 4944 

Mee 00Yerentiol 6/W 
International Mee end ilemeslic 
Cast of Produalon after nemlum 

0.4 7S4 3.42 10.45 

Source: Calculations of cost of production by Cost Accounts Officer, Mo MIP 2018 

224. On 04-12-2018, in the ECC meeting, following were alloweth(Mnexure 11) 

I. 	Export quota to be enhanced by 0.1 MMT, without any freight support, 

Since the entire issue of freight support  arose due to varying 

procurement prices of sugarcane fixed by the Provincial Governments, 

therefore, the f reight support may be determined/paid by the respective 

Provincial Governments, if deemed appropriate. 

The ECC directed Finance Division to release Rs. 2.0 billion for the 

payment of outstanding claims of freight support for sugar export, being 

federal share. 

Observations: 
225. Mr. Mad timer, Minister for Planning and Development (former 

Finance Minister) appeared before the Commission. He explained that 

the country was in dire need of foreign exchange at that time and since 
there were sufficient stocks of sugar available in the country, the 

decision to export was justified. Moreover, he stated that the crushing 

season was about to start and therefore, there was no apprehension of 

sugar shortage and that the Increase in prices in sugar in 2019 cannot 

be attributed to the shortage of sugar due to export as mentioned in 

the report of Inquiry Committee on Sugar. He was asked whether there 
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was any reliable mechanism to verify the figures of stocks and the 

strategic reserves that are given by the PSMA. He stated that the figures 

are provided by the provincial governments to the Ministry of Industries 

and therefore, there was no reason to doubt their accuracy. 

He was also asked why the decision of not allowing any subsidy by the 

Federal or Provincial government in the first meeting was subsequently 

changed by allowing the provincial governments to decide about the 

freight support (subsidy) on their own, If deemed appropriate. He 

stated that the matter had been discussed informally that after the le' 

Amendment, the matter of such subsidy was purely a provincial matter 

and therefore, it was not the mandate of the Federal government to 

decide about it. He was further asked that the decision of the ECC did 

not reflect this discussion and instead it was mentioned that the reason 

was the varying support prices of sugarcane in different provinces. His 

response was that the actual reason was as earlier explained by him. 

He added that the sugar milk were threatening that they will not start 

the crushing season unless export is allowed. He further stated that this 

increase of price was because of cartelization and collusion between 

different players, producers of sugar and due to their collective market 

manipulation to increase the price. 

Mr. Abdul Rank Dawood, Advisor to Prime Minister for Commerce, 

Textile, Industry & Production and Investments also appeared before 

the Commission. He explained that the country was In dire straits with 

very low level of foreign exchange available and in this background 

since there were sufficient surplus stocks available therefore, export of 

sugar was allowed. According to him, one of the items that China had 

agreed to include In the list of imports that China allowed, was sugar 

and this added to the reasons for allowing export of sugar. When asked 

whether the stocks and strategic reserves position as stated by PSMA 

could be relied upon, he stated that all this data Is provided by the cane 

commissioners In the meetings of the 5A13 and therefore, were reliable. 

As regards the reasons for the increase in the price of sugar due to 

export and the shortage of stocks of sugar in the country, he contended 

that there was no shortage of sugar in the country at any point during 

the year and the stocks always remained sufficient and in fact, there 

were carry-over stocks available even at the end of the year. In his 

opinion, the linkage between exports and shortage of stocks with the 

increase in Price was therefore, not justified. 

230 

	

	Responding to another question that why the fortnightly meetings of 

inter-ministerial committee headed by him, as decided In the meeting 

of the ECC, were not held, he stated that the Inter-Ministerial 

Committee and the Sugar Advisory Board have the same participants 

and therefore, due to this overlap, the matter was regularly discussed In 

the meetings of the SAB which was the more appropriate forum. He 

was further asked that why despite the fact that the issue of rapidly 

increasing prices was raised in the 5AB meetings by the provinces, no 

Page 10 of 253 



decision was made to discontinue the export of sugar? He responded 

that they had International commitments to export sugar by May 2019 

and these obligations had to be fulfilled. He further stated that since 

there was no shortage of stocks, the increase in prices of sugar cannot 

be attributed to the exports. 

231 The Commission is of the view that it Is correct that the country was in 

need of foreign exchange and there were prima fade sufficient stocks of 

sugar available for export. 

nz The response of Mr. Asad Umer regarding the change of the ECC 

decision, about the freight support (subsidy) by placing It on the 

discretion of the provinces Is found not convincing by the Commission. 

The reason cited by him was that the lack of legal purview of the 

Federal Government to decide about a Provincial matter of freight 

support, was the reason for this change. But this reason is not reflected 

In the subsequent decision of the FCC at all and the reason of decision 

stated, therein, is completely different. Even if the explanation cited 

there that varying costs of sugarcane procurement in the provinces is 

the reason for the change of decision is considered, it Is still not 

plausible as the cost of procurement of sugarcane was Rs. 180 and Rs. 

182 in Punjab and Sind h respectively and this is a minor difference. 

233 

	

	The response of Mr. Abdul Rezak Dawood, regarding the continuation 

of export of sugar despite the price hike, was not found convincing by 

the Commission. The decision to export sugar was followed by an 

increase In price of sugar in the local market. The Commission has 

gathered enough evidence to establish that the export of sugar is one of 

the reasons for increase In price of sugar in the domestic market• as well 

as other factors like market manipulation hoarding, forward contracts 

and "Salta", by the sugar sector players. The details are discussed in 

TOR (f), (g) and (j). 

234 The SAB should have considered that if the increase in price of sugar 

was not due to shortage of stocks, then the intervention of the 

government was necessary to counter the market manipulation. The 

ECC had asked the inter-ministerial committee to closely monitor 

stocks, price of sugar and recommend discontinuation of further 

exports, in case of abnormal increase in the domestic price of sugar. 

The contention that the export was not discontinued because export 

commitments to China were to be honored, does not hold much 

weight. The export only to China could have been allowed to continue. 

This intervention was required to curtail the manipulative activities and 

give a clear message to the market about the seriousness of the 

government to Intervene and control the prices through ban on 

exports. 

235 The Commission is of the opinion that the Sugar Advisory Board failed 

to take a timely decision to ban the export of sugar. The price hike and 

the export continued till February 2020 as shown in the graph below. 
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236. The exporters of sugar gained benefit in two ways: firstly, they were 

able to gain subsidy and secondly, they made profit from the increasing 

sugar prices in the local market. There was no shortage of the sugar in 

the market but still the price increased from Rs. 55 per kg In December 

2018 to Rs. 71.44 per kg in June 2019 although the GST increase was 

implemented from 1.5` July 2019. In the same period, the ex-mill price 

increased from Rs. 51.64 kg In December 2018 to Rs. 67.42 per kg in 

November 2019. The mills were making reasonable profits at the ex-mill 

price of Rs. 51.64 per kg in December 2018. With the in rease in prices 

due to export, hoarding and market manipulation, the sugar sector 

earned n extra profit of Rs. 40.57 billion, as shown in the table below. 

Month 

Monthly 
local 

Consumptlo 
n (tons) 

Ex-Mill 
Price per kg 

Ex-Mill Price 
per kg 

Difference in 
Avg. Ex-mill 

price Over Dec 
2018 (July 19 
onwards net 
of additkmal 

sale tax 
Figure) 

Galn earned over 
Dec 2018 Ex-Mill 

price 

(Catmint 
Aegis 

(Dec 20111) 

Jan-10 433,33333 54,3 51.64 2.65 1,152,666,650 

Feb 19 433,333.33 54.73 51.64 3.09 1.331999.990 

Mar-19 431333.33 57.46 51.64 5.42 2,521,992,981. 

4819 433,33343 60.49 51.64 B.85 3,634,999,971 

May-19 433.333.33 62,48 51.64 10.04 4,697,333,297 

Jun-19 431333.33 63.59 5164 11.95 5178.333294 

14-19 433,333.33 65.73 51.64 8.09 3,505,666,640 

1149 431333.33 68.62 51.64 1198 4,757,999.963 

Sep-19 433,333.33 68.56 51.64 1012 4,731,994964 
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Oct-19 433,333.33 683 51.64 10.66 4,619,333,298 

Nov-19 433,333.33 67.47 51.64 9.78 4,237.999367 

Total G In tamed by Sugar Mills throu h Increase In ex-mIll pike slate 40,577,333,021 
December 2018 

*Increase In GST from 11% to 1798 taken into account. 

Punjab Government Sugar Export Subsidy Scheme 2018-19 (Subsidy of Rs. 5.35 

Per kg): 
On 27-11-2018, Secretary Food Punjab Mr. Shoukat Afi moved a 

summary for the Chief Minister Punjab to approve the supplementary 

grant of Rs. 2.961 billion to pay off the pending claims of rebates on 

export of sugar till date on the scheme of 2017-2018. This was 

demanded by the PSMA in its meeting with the CM Punjab to start off 

the crushing season. The summary was approved on 01-12-2018. 

As per minutes of the meeting dated 06-12-2018 (chaired by the CM, 

Punjab), the Minister for Food apprised that "ECC while considering 

demands of PSMA allowed export of /.1 MMT of sugar while reportedly 

burden of subsidy, as demanded by PSMA, has been passed to the 

provincial governments". 

After detailed deliberations, the decision was mode "payment of subsidy 

in the sugar mills of Puniab at the rate of Rs. 5.35 per ka as was 

approved previously 12017-2018) by the ECC as provincial share for 

export of sugar was approved in principle".  I ,Annexure 12) 

Mr. Shoukat Ali, the then Secretary Food Punjab, moved the summary 

for grant of subsidy on 22-12-2018 (Annexure 13). The summary was 

moved on the directions of the Government, but the recommendations 

about the subsidy were not based on any calculations of cost of 

production. It is pertinent to mention here that the Mo l&P had carried 

out an exercise for calculation of cost of production and In the light of 

Those calculations the ECC had decided not to provide any subsidy on 

04-12-2018. 

As per the minutes of the Cabinet meeting held on 29-12-2018, para 

19.1 of the minutes states that "Secretary Food briefed the Cabinet that 

provision of subsidy on export of sugar was discussed in a meeting held 

under the Chairmanship of Chief Minister on 6th December 2018 in the 

light of verbal information on decision of ECC doted 04-12-2018. It was 

rolvecl that the rate of freight subsidy/export subsidy on export of 

sugar may be maintained at the level of share of subsidy (Rs.5.35/kg) 

shouldered by the Government of the Punjab during the year 2017-18. It 

was also resolved that total volume of export freight/subsidy shall not 

exceed Rs. 3.0 billion." It was decided that the quantity for which the 

subsidy from Punjab would be applicable shall not exceed 52% of the 

total exports (1.1 MMT). It was also decided to place the matter before 

the Cabinet Committee on Finance and Development for its 
consideration and final decision. This approval, however, will be finked 
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with immediate start of crushing by the sugar mills in Punjab. (Annexure 

13) 
The summary of the Food Department Punjab was approved in the 

minutes of 6th meeting of the Provincial Cabinet held on 29-12-2018. 

The Cabinet was requested to consider and approve subsidy at the rate 

of Rs. 5.35 per kg on a sliding scale from US$ 343.8 per MT up to US$ 
435 per MT and subject to the condition that financial outlay shall not 

exceed Rs. 3.0 billion. The same was approved by the Cabinet. 

The export subsidy was granted by the Provincial Government on the 
condition that in case of abnormal increase in the domestic price of 

sugar, the subsidy would be discontinued. Accordingly, then Secretary 

Food moved a summary on 26-04-2019 to discontinue the subsidy due 

to Increasing domestic prices. The summary was approved in the 

minutes of 11th meeting of the Provincial Cabinet held on 24-05-2019 

and the subsidy was discontinued by the Punjab Government. 

The Punjab Government was providing the subsidy for export of sugar 

at a time when the price of sugar was increasing in the domestic 

market. Out of 0.762 MMT of sugar exported, 0.474 Million tons (62%) 
was exported before the withdrawal of subsidy and the remaining 38% 

was exported after the withdrawal of subsidy. It is also worth 

mentioning here that Rs. 3.0 Billion were allocated by the Punjab 

Government for the subsidy (From January 2019 to onwards) but Rs. 
2.47 Billion were utilized from 1st January to 24th May 2019. 

Mr. Usman Buzdar, Chief Minister, Punjab appeared before the 

Commission and briefed about the grant of subsidy to the tune of 

Rs.3.00 billion by the Punjab Government. He explained that the 

subsidy was discussed in the meeting of Cabinet Committee on Sugar 

Sector on 17-12-2018 which recommended the subsidy which was 

approved by the Cabinet in its meeting dated 29-12-2018. He further 

explained that the background to this decision was that PSMA and the 

sugarcane growers had held a meeting with the Minister, Food 

Department on 06-12-2018 and had demanded the decision on subsidy 

before starting the crushing season. 

He was asked about the minutes of the meeting that he had chaired on 
06-12-2018 which clearly stated that an in-principle decision to allow 

subsidy to the sugar mills of Punjab at the rate of Rs.5.35 per kg. was 

made and the matter shall be placed before Cabinet Committee on 

Finance •& Development for a final decision. The CM, Punjab stated that 

he did not remember this meeting at all. 

The Commission also found that the in-principle decision taken on 06-

12-2018 was made even before the decision of the ECC meeting held on 

04-12-2018 had been received by the Punjab Government. As per 

minutes of the meeting of The Provincial Cabinet, dated 29-12-2018, the 

"Secretary Food briefed the Cabinet that the provision of subsidy on 

export of sugar in a meeting held under the Chairmanship of Chief 
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Minister Punjab on 06-12-2018, in the light of verbal information on 

decisions of ECC dated 04-12-2018". 

240. It was also noted that when the Secretary Food moved a summary for 

grant of subsidy on 22-12-2018 which was approved by the Cabinet In 

its meeting held on 29-12-2018, It contained a proposal of calculations 

to grant subsidy as allowed during 2017-18 at a rate of Rs.5.35 per kg. 

by the Punjab Government. However, no calculations were made by the 

Secretary Food regarding cost of production, international prices of 

sugar, currency exchange rate and the resulting differential cost. 
It is pertinent to mention here that when the subsidy was granted in 
2017-18, the US Dollar conversion rate was Rs.105 per dollar while it 
was Rs.138.89 per dollar at the time of making this decision of subsidy. 
It was the same stock of sugar. In this summary of Secretary Food 
Punjab, the sliding scale was applied from US Dollar 343.80 to US Dollar 
435 per metric ton. The upper end of the sliding scale (which matches 
the cost of production as per PSMA) indicates a cost of Rs.60.42 per kg. 
of sugar (435)(138.89/100On Rs. 60.42 per kg). While in 2017-18, when 
the federal government granted the subsidy, the cost of production was 
calculated at Rs.5146 per kg (499x105.4/1000=Rs. 52.60 per kg). If the 
amount of subsidy of Rs.5.35 per kg. was taken out from Rs.60.42, it 
would had resulted in lis.55.07 per kg. This figure Is still above the cost 
of production which had been calculated by federal government at 
Rs.52.46 per kg. Since, it was the same stock of sugar of 2017-18 for 
which the cost of production was calculated by Ma 18/P at Rs. 52.46 per 
kg, there was no justification for providing the subsidy after the 
devaluation of rupee against US dollar. 
The then Secretary food, Mr. Shaukat AH, when asked about the 
above calculation did admit that this was something that had been 
overlooked and admitted his mistake. 
The Commission is of the view that this subsidy granted is unjustified. 
The Chief Minister Punjab pleaded his case that the subsidy was 
granted by the Cabinet and it was a collective decision. However, 
keeping in view the minutes of the meeting dated 06-12-2018, which 
the CM Punjab claims to have forgotten, clearly indicates otherwise. 

Sugar Export to Afghanistan: 
The data from FBR shows that Pakistan exported 2,355,613 Metric Tons 
of sugar to Afghanistan from January 2015 to to-date. In order to verify 
the export figures, the data was obtained from the Afghan Government. 
According to their data, Pakistan exported 1,577,232 MT of sugar to 
Afghanistan in the said period, with a difference of 778,381 MT. 
The difference was so large that the Commission engaged with the FBR 
Customs officers for further verification and reconciliation. According to 
the Customs officers, the transit sugar exported to Central Asia from 

Afghanistan has not been included by the Afghanistan authorities In the 

data of sugar imported from Pakistan and thus, causing this difference. 
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254 The Commission, therefore, again approached the Afghanistan 

authorities, via Foreign Office, for provision of sugar transit data from 

Pakistan to Central Asia through Afghanistan. 

255 The Afghanistan Government has provided the transit data which 

shows that 697,455 MT of sugar from Pakistan has been exported to 

Central Asia through Afghanistan. This leaves an unreconciled figure of 

80,926 MT between the export data figures of Pakistan and 

Afghanistan. The data table below explains  the year-wise break-up of 

exports from Pakistan to Afghanistan. 

Table 27: Export to Afghanistan: FBA Pakistan & Afghan Govt. Data 

Sugar Export PAT as per Scheme 

Afghan Transit Sugar 

from 	
Pakistan 	to 

Central 	Asia 	is 

697,455.84 MT. The 
remaining 	difference 

is 80,926 MT. 

Schemes 
MR 

Pakistan 
Afghan 
Govt. Manna 

scheme 15 (Ian IS to Dec 151 474,498 1911956 283,542 

Scheme 16 Dan 16th Nov 161 218-351  187315'778  31,545  

Scheme 17(0cc 1610 Sep17) 
Without Subsidy 

29Z 542 329,965 -37,423 

Scheele 17 (Oct 17 to Sep 18) 528,756 565,3E12 362,774 

Scheme 18 (Oct 18 to Feb 20) 442,060 303,6U 138,448 

Total 2,355,613 1,577,232 778,381 

As regards export to Afghanistan; 

A gap of 80,926 MT still remains between the data of the two 

countries, which needs to be properly Inquired. The Government 

may issue directions to the FBR to Initiate inquiry in this matter. 

ii. In addition, the Commission has found documentary evidence 

that trucks with a registered weight carrying capacity of 15 tons, 

carried sugar loads of 97 tans to Afghanistan. Matter needs to be 

further probed. 

III. In the Export Scheme of 2014-2015, over the counter deposit of 

foreign currency was allowed by invoking SRO 77 of 2013. This 

was later revoked in December 2015 and now the foreign 

currency payments are received through Foreign Telegraphic 

Transfer (FIT). The Commission Is of the view, that export to 

Afghanistan should only be allowed against the Letter of Credit 

so that it can be made foolproof. 

Potential Beneficiaries of Export Subsidy: 

Total subsidy paid by the Federal and Provincial Governments for different 

sugar export subsidy schemes, from January 2015 to February 2020, is Rs. 
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2 ;226.99 Million. Group and MIII wise details of sugar export and the sub idy 

paid are as shown in the Table below; 

Name of 
Groups 

Sugar 
Milts 

Subsidy Share (Rs. in Millions) 

Total 
(PA) 

"age 
Share of 
Mills & 
Group 

2015 
Scheme 

2016 
Scheme 

2017 
Scheme 

2017 
Scheme 

201B 
Scheme 

(Federal. 
Provincial 

Share] 

(Federal+ 
PIP:Mind& 

share) 

. 
(Federal. 
PII/Villtifli 

Share) 

Freight 
support 
by Singh 
Govt. In 

2017 

Freight 
ort bsupp

y Punjab 

Group 

88831 0.00 EASt 'Aims 4.98 

Alliance imao ono 685.72 2.35 

Etihad 0.00 111.6/ 373.65 0.00 153.91 679.17 2.32 

Two Star 0.00 WM 1,181.47 0.00 173.61 1361.10 4.54 

anus Teed snap Ian 15730 Vass 124.10 45234 Wan 14.15 

etKuX 

1 0 W, 53915 318.63 1.6.11.76 155.9€ 656.28 301086 10.34 

II( aaa 0.00. 0.00 0.00 4.83 433 0.02 

AKT (Gulf ) 020 400 20417 1.01 

Deli a ricl 26164 0,01 

anaupletei nue 33325 369.62Maass541.57 561.04 3.30034 1218 

Ito's. 42341 455.113 Z58L00 ac 42fl4 JSISa 431 

this 
Ong. 

LARR 2.60 aao 40.44iis.sr  0.00 191,73 0.66 

Arisen 311.43 1.07 

rarIGO 
Allah Tar 

131341 0.00 37.62 144.54 000 31405 1,08 

Bauvany 160.07 001 

Naudaro 4430 0.00 101/ 136.96 0.00 25I1 0,07  

New Dad° 5220 0.00 79A7 153.58 0.00 31105 1.10 

Chamber 4420 toO 75.55 18514 0.00 305.10 2.04 

Khoski 24.11 nos 41.30 167.38 0.00 23635 Gal 

Sakrand 012 

erwaTessi • fast 47047 toe 45404 4321311 195 

447114 455.45 1.7.5430 4fiAa "Nast 7Aa 

41431313 
Group 

Al-Molz 65.00 0.00 256.68 0.00 143.79 553.65 1.93 

Baba rand 9220 0.32 

Thal 
InGLISIGGS 

153A3 60.44 412.11 toO 164.76 810.54 2.77 

Gr0tipT0611406810 311.08 SOA4 540.00 141 4069 2.89742 402 

shwa 
Farm,/ 
amp 

Ramtan 4130 5625 USES toO 0.00 336.43 2.13 

Chaudary 34420 50.80 0.00 GOD OM/ 20600 0.71 
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meat' 45181 0.00 Goo 0.00 000 48.00 0.16 

[banal" 20.00 6172 too POO 8272 0.28 

Kashmir 4135 90.62 209.05 aGO 0.00 341.02. LII 

GM" Tatai &TOW 444.73 0.00 0.00 1,444.77 3.47 

110•3112itwala Group 3flS 4fl00 1905 0,00 OAD tn 

OSSA 

19.20 0.00 74th 295.74 OAP 953.21 3.26 

132.53 030 560.65 235.58 0,00 878.74 3.01 

MIrpurlthas 0.00 0.00 55129 165.00 GAO 741.19 1.54 

Mahan MOO 4a60 IM.fl OAP 735.32 2.10 

Shahmurad 7750 030 41444 traza 0400 67592 

sheit1.2.7 2.26 

13.00 500 64635 221 

Adam 115-80 27653 73420 0800 0.11 64633 

Sindh 
Abadgat 21757 100 25557 135.09 500 518.33 2.95 

Darya Khan 
wag 507.58 0.00 4,23 0.00 

indLIS WM 14132 365.11 1.73 

Huila 000 1513 174.11 azo 2.75 292.09 2,00 

re 10.00 0,00 94.4 tzsoo 0.00 159.46 039 

Ali others 
9-613.11116 

487.18 710.87 163.54 2.968.20 0,82 

aThtS&% 1.61636 677.00 1779.71 1.15362 371.0 Wei .09 

Source: Inures from Stole on of PokIstoo o,,d SIndI,on m to • 

258. During the subsidy s heme period from January 2015 to Fe ruary 2020, 

as shown in the Table above, following are the major beneficiaries of 

the total subsidy of Rs. 29,226.99 Million. 

KU Group, owning 04 sugar mills, is owned by Mr. Monis Elahi and Mr. 

Makhdum Omer Sheryar. They availed 14.19% of the total export 

subsidy amounting to Rs. 4,145.98 Million. 

JDW Group, owning 06 sugar mills is owned and controlled by Mr. 

lahangir Khan Tareen and Makhdum Syed Ahmad Mehmud. IOW Group 

availed 12.28% of the total export subsidy amounting to Rs. 3,590.34 

Million. 

Hunza sugar mills availed 9.872of the total export subsidy amounting to 

Rs. 2,871.09 Million. Hunza sugar mills are owned by Muhammad 

Waheed Ch., Idrees Ch and Saeed Ch. 

OMNI Group, owning 09 sugar mills is owned and controlled by 

Mr. Anwar Majeed. OMNI Group avaifed 7.95% of the total export 

subsidy amounting to Rs. 2,324.38 Million. 

Fatima sugar mills availed 7.89% of the total export subsidy amounting 

to Rs. 2,305.80 Million. Fatima Sugar mills is owned by Mr. Faisal Ahmad 

Mukhtar and family. 
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Al-Molz Group, owning 05 sugar mills is owned and controlled by Mr. 

Shamim Ahmed Khan and Mr. Nauman Ahmed Khan, This Group availed 

5.02% of the total export subsidy amounting to Rs. 1,467.12 Million. 

Sugar mills owned by Sharlf family, availed 3.47% of the total export 

subsidy amounting to Rs. 1,041.77 Million. 

Conclusion on Export of Sugar: 
The export of any commodity is based upon its availability and surplus 

stock in the country and its competitiveness of Its price in the 

international market. The sugar exports also require careful calculation 

of the stacks that are available, but in Pakistan where there is a total 

dependence on P5MA for calculating these stocks and strategic 

reserves, the situation remains very difficult for any government to 

decide with clarity about the exports. However, the governments tend 

to accept whatever figures are provided by the P5MA in making this 

decision. 

The RSMA, however, has its own interest in making a case for exports 
and, therefore, in portraying the stack position as is suited to its 

benefit The Commission has clear evidence that the stacks position of 

the mills is, in reality, much different from that which is portrayed on 

paper. 	It is imperative that the government should have a proper 

system for verifying stooks. 

As far as the issue of subsidy is concerned, it has been amply clear from 

the analysis of the subsidy schemes that there is a clear pattern 

whereby P5MA applies pressure on the Government by threatening to 
not start the crushing season unless export with subsidy is allowed. 

Governments seem to be succumbing to these pressure tactics each 

year and hastily agreeing to allow export with subsidy, without proper 
calculations. 

There seems to be a clear pattern in the sugar export schemes of 2015, 

2016, and 2017 that initially, export of sugar was allowed without 

subsidy and subsequently, after a relatively shorter period of time, huge 

amounts from the public exchequer were allocated for subsidy. This 

clearly indicates the collusion, clout and political maneuvering of the 

sugar mill owners who are able to influence the decisions according to 

their wishes and desires irrespective of which political party Is at the 

helm of affairs. 
263 	in the recent past, there is a visible tendency apparent in the decision- 

making of the Federal Government which has shied away from the 

policy of subsidy to the sugar mills at the federal level. 
264 The Commission has worked out the cost of production of the sugar 

mills in TOR le) and it is clear that the cost of production of sugar which 

is the basis of calculation of subsidy of sugar, is far lower than that 

portrayed by the P5MA and, therefore, in fact, sugar subsidy was never 

justified. 
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265 The subsidy, in any case, is not directed towards the growers and 

instead benefits the sugar mills and, therefore, the whole purpose of 

subsidy is defeated. 

266 Another Interesting aspect of analysis on subsidy is that the sugar 

sector, with an average annual turnover of around Rs. 350 billion, 

received a subsidy of more than Rs. 29 billion from January 2015 to-

date. During the 2013-14 to 2018-19, they paid direct taxes of Rs. 22.37 

billion; claiming a refund of Rs. 12.03 billlon at the same time. Whereas 

the tax demand created by the FBR against the sugar industry is Rs. 

13.58 billion. In other words, the sugar Industry's contribution to the 

national exchequer is In the negative due to the subsidy availed. Table 
below shows the amount of subsidy availed and the direct taxes paid by 

the sugar sector: 

Group 
Name 

Sugar Mills 
Name 

Subsidy 
Received from 
Ilan 2015 to 

Feb 2020) 

Tax Paid 
(2013-14 to 

2018-19) 

Refund Claimed 
as per Return 
(CorliPanY) 

k LK  

1,419.99 835.70 767.15 

/Oa nce 685.72 335.55 275.81 

Etihad 679.17 333.42 195.21 
Two Star 
(Kamalia) 1,36110 189.47 69.33 

SW 0.00 31.60 31.55 

Gnaw Total 4445.98 1,72s../4 1,339.05. 

3,022.86 2,069.15 1,120.07 

1K 4.83 81.75 81.75 

AK] (Gulf/ 294.97 154.71 154.71 

Delia rki 267.68 417.82 48.30 

Group Total 3,59034 2,723.43 Moen 

Runs 696 74(71.09 

Omni 
Group 

LARR 191.73 55.05 42.06 

Ansari 311.43 113.35 4.35 
undo Allah 
Yar 314.59 109.00 36.52 

Bawany 295.29 66.00 21.00 

Nauclaro 253.71 65,85 18.78 

New Dadu 321.05 84.60 17.77 

Chambar 305.29 0.00 0.00 

Khoski 236.89 81.39 13.02 

Sakrand 94.41 73.85 26.27 
Tando M. 
Khan 0.00 0.00 0.00 
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Gr up Total 2,324.33 649.45 18020 

Fatima 2,305.52 382.43 10322 

Moiz 
Group 

Al-Moiz 563.68 1,348.48 1,29479 

Baba Farld 92.60 85.03 30.84 
Thal 
Industries 810.84 898.77 434.01 

Safina 0,00 0.00 0,00 

layyah 0.00 0.00 0,00 

Gimp Total 1,467.12 .332.27 1.759.64 

Sharif 

Family 
Group 

Raman 335.43 316.25 9540 

Chaudary 206.60 285.50 59.17 

Ittetaq 48.00 128.55 47.45 

Chanar 132.72 220.01 92.52 

Kashmir 341.02 169.47 17.67 

Brothers 0.00 70.62 33.75 
Haseeb 
Wows 0.00 44,10 40.97 

Al- Arabia 0.00 86.39 77,84 

Group Total 10I4. 1320.90 45437 

Tandllanwala Group 66323 991.43 918.27 

Others 

Al-floor 95321 582.87 203.94 

Farr 878.74 316.55 51.79 

Krpurkhas 741.19 380.86 177,98 

Mehran 739.32 431.68 68.18 

Shah Murad 676.92 325.63 131.12 

5heihk00 660.29 506.64 172.61 

Al-Abbas 64635 441.27 99.18 

Adam 646.53 157.93 74.63 
Sindh 
Abadgar 56933 144.55 47.18 
Darya  Khan  

(FECTOI 511.91 10228 38.92 

Indus 365.11 467.97 47,77 

Huda 292.99 114.06 78.53 

Army 
WaTare 

289.46 0.00 0.00 

All others 
06) Mills 

2,863.20 4,871.21 2,424.56 

15 Mills 
have not 
availed 
subsidy 

0.00 2,705.81 1,555.01 

5,166.39 Group Total & %age 	10,839.54 	11 549.41 

tr ITil  ISTilaMa 
5 urce: Data provoded bySBP & FBR 
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L Basis for determination of retail price of sugar: 
267. In theory, the retail price is determined using pricing models based on 

cost, competition or customers. Cost-based pricing sets the price based 
on sugar production and its operating costs. Prices that are set 
according to the other competitors in the market are competition-

based. 
268. The retail price of sugar In the market should be set as depending 

mainly on the following factors: 

a. 	Ex-Mill price (TOR e) 

h. Commission of Brokers/Agent 

Transportation cost 

Profit Margin Wholesaler or broker 

Profit margin of retailer 

269. The following table below shows the movement of the retail price in 
comparison with ex-mill price over the last three years. Since, the 

commission of broker/agent is normally Rs. 0.08 per kg., wholesaler or 
broker charges Rs. 0.5 to 1.0 per kg. and the margin of the retailer 
ranges from Rs. 2-3 per kg. Hence the base factor setting the retail 
price is ex-mill price. Therefore, when the ex-mill price changes, the 
retail price responds accordingly. The ex-mill price, as explained in TOR 
(e), once calculated should not be influenced by any other market 

Table-3 month wise/towage Ex-M1111, Wholesale ea Retail Price of Sugar Ras fkg 

Marsh C -Mb Prkaa salsorstkaak li.l..l. IbIa RN. 
%Watt liar * 

Iva 
Ivw Rew 

4 

Paohls bulk Ammon Es.4113h. Wholesele 

me 	a 18.A 411c 31A1 an 
NeVorrbtf,201ii 49.41 49i .19 65 MSS I loS 54.l I 51 
tlecentee 201e1 5I-30  51.5 31.41 5101 1.1h,  5q M11 
lowary.3010 54 34 53 4147 WM 115 m m asi 
Fetniary, 2019 59.13 3.71 
Mamh.31.0  57.12 57 57.% 5331 Illal 15 
ApriM19 ELN 6 61.67 6.7451 ass 5E4 1 	Is 
May. 3019 OM t O-73 64.96 8.2.0 ow I m 
hoe. MD 63.9 0 ow tams ill7n at 
lobs WM 
44414 1nto 7453 

6969766 e  ' 8M7017111 1111:6715  21: 
7431 
77: 	1 Semerniseemoi 6932 - - 

rere°11Lfig°€hEing:  
mat lyloSup19 

41 AWN 41 1411. Mel% 31.YIYA 
\ 

a 	Casa Cant Crortni5siimar1 

factors. However, as shown in the t ble above, the ex-mill price In 
Pakistan is changed regularly by the mills. 

270. The PSMA claims that this change is necessitated by the market forces 
of demand and supply; a position which the Commission finds 
untenable as already explained in TOR e) pertaining to Ex-Mill price and 
the TOR (g) pertaining to Forward Contract 
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Findings: 

The margins of Brokers/agents, transportation charges and the margins 

of retailers are almost fixed, the change in the retails price is dependent 

on the ex-mill price. In Pakistan, the ex-mill price is changed without 

any justification in the name of demand and supply although, the ex-

mill price once calculated should not be influenced by any other market 

factors. 

The retail price Is manipulated through a nexus of the mill owners, 

brokers and investors who move the prices artificially by using forward 

contracts, "Bette" and hoarding etc. 

Recommendations: 

The ex-mill price should be calculated at the end of the production and 

should not vary after that till the next production cycle. The whale 

process has been fully explained in TOR (e). 

The actual basis of determination of retail price being the forward 

contracts, 'Bane, hoarding etc., which have already been discussed 

and recommendations thereof have been made in the relevant TORs (e, 

g BD. 
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m. Role of various stakeholders including government institutions and 
private sector in increase in sugar prices, including 
timely/preventive/pre-emptive remedial measures to control sugar prices 
and molafide, any, of any stakeholder: 

There are several government organizations and institutions that are 

responsible for playing their legal and regulatory role for timely, preventive, and 

preemptive remedial measures to control malpractices and undue hike in sugar 

prices. The roles and responsibilities of these government organizations and 

departments and their response during the current crisis are discussed in detail 

below. 

Cane Commissioner: 

Responsibilities: 

Cane Commissioners are appointed by the provincial governments to exercise 

and perform duties prescribed under the respective legislations e.g., the Sugar 

Factories Control Rules 1950. Major duties of cane commissioners include; 

ensuring timely payment to the farmers on or above the minimum support 

price, taking action on complaints by the growers, monitoring of daily sugarcane 

crushing by the mills, observance of crushing capacity of mills, maintenance of 

record, monitor and ensure the calibration of weigh machines on a regular basis 

and others. 

Observations / Findings 

During the Inquiry a large number of growers and representatives of the 

sugarcane growers / "Kisan" associations were interviewed, who raised many 

complaints against the sugar mills managements. In addition, during the 

forensic audit, credible evidence was collected for payment less than the 

support price and illegal weight deductions by sugar mills. However, the data of 

complaints to the Cane Commissioner Punjab shows that the number of 

complaints lodged is very law. 

The Cane Commissioner, Punjab remained ineffective to monitor and check the 

daily crushing of sugarcane by the sugar mills. The sugar mills have enhanced 

their crushing capacity without approval from the authorities (relevant 

departments of Industries, Commerce, Investment & Skills Development) and 

have been crushing sugarcane beyond their approved limit but the Cane 

Commissioner Office was not effective in checking this illegality. 

No implementation or monitoring under the Sugar Factories Control Act 1950 

was seen. The cane commissioners are depending on information provided / 

furnished by the sugar mills which puts into question the veracity of the entire 

sugar manufacturing and sales business data. The statistics pertaining to 

sugarcane cultivated, harvested and sold to the mills is highly unreliable. 

Similarly, the total production and cost of production of sugar Is also 
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questionable since the Cane Commissioners did not collect the information that 

is prescribed under the law. 

280 The Cane Commissioners are based in Lahore, Hyderabad and Peshawar with 

limited resources and lack the capability to establish the writ of law. As far as 

the authenticity of mill laboratory with regard to the hourly check of sugar 

recovery is concerned, it Is surprising to see that Cane Commissioner and 

provincial government completely rely on data generated by the mill's 

laboratory. There is no real time monitoring mechanism. Only Punjab has a 

single mobile laboratory to check the recovery ratio which reportedly Is non-

functional. According to the law, the farmers must be paid a premium over and 

above the support price if they grow sugarcane of good quality with a high 

recovery ratio. Since, the Cane Commissioners do not have the capacity and the 

equipment to check the recovery ratio, there is no independent mechanism to 

check the recovery ratio which leads to Inflated ex-mIll and retail prices of sugar 

and the Government cannot protect the interests of the farmers and sugar 

CO nsumers. 

Deputy Commissioners as ex-officio Additional Cane Commissioners 

Responsibilities: 

281. Deputy Commissioners are Ex-Officio Additional Cane Commissioners and are 

responsible for implementing the Sugar Factories Control Act 1950 mandated 

to: declare reserved area for sugarcane cultivation; appoint inspectors; maintain 

a register of sugarcane produced; issue permits; Monitor the support price and 

issuance of CPRs to the farmers; monitor weigh machines / bridges; inspect 

godowns and confirm sugar stocks in godowns; and check hoarding and 

profiteering of sugar under the Price Control and Prevention of Profiteering and 

Hoarding Act, 1977. 

282 

	

	District Sugarcane Purchase Monitoring and Examining Committees, for the 

protection of the rights of sugarcane growers and redressal of problems 

pertaining to weight and payments, are also established In the provinces. The 

Deputy Commissioner / Additional Cane Commissioner of the District is the 

Convener and the Assistant Commissioner concerned is the Secretary of the 

Committee along with four members of the committee Including the District 

Officer, Industdes Department, Prices, Weight and Measures. 

Observations / Findings: 
The Commission observed that Implementation and monitoring, in true spirit, 

was not being done by the district cane commissioners as required under the 

Sugar Factories Control Act 1950 the Punjab/Sindh Registration of Godowns Act 

2014 and the Price Control & Prevention of Profiteering & Hoarding Act, 1977. 

The Department is depending on information provided /furnished by the Sugar 

Mills and the matters related to the sugarcane, sugar and pricing are not 

effectively and regularly monitored. 

The Deputy Commissioners (DCs) are duty bound to protect the interests of the 

farmers and ensure that the mills are not p urchasing sugarcane below the 
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minimum support price. The Commission noted that the DCs, In the capacity of 

the Additional Cane Commissioner, In most of the cases did not issue, or 

implement, the duty roster to monitor the sugarcane purchases and address 

any excesses by the mills in an effective manner. There was no record of 

complaints submitted to the DC office by the growers regarding Issues faced by 

them during the sugarcane procurement process. The growers statements are 

also testament to this fact. 

285 	The Deputy Commissioner being the executive head of the district simply does 

not have the luxury of time and resources to closely monitor sugarcane 

procurement on a continuous basis. His human resource is mostly revenue 

officials who are engaged in daily 'firefighting', which leaves them little time to 

pay attention to this seasonal task. As far as hoarding and illegal profiteering 

aspect are concerned, it is pertinent to mention that the DCs and price 

enforcement magistrates, in fact, only try to curtail hoarding of sugar in private 

godowns and storage spaces through raids on such premises; however, the 

godowns of sugar mills are not monitored by them. This was confirmed by the 

major brokers and dealers in conversations with the forensic audit teams. This 

was a prime reason that brokers and customers have started hoarding / 

stocking their purchased sugar at sugar mill level (which the mills readily 

facilitate). 

286 The District Sugarcane Purchase Monitoring and Examining Committee is 

responsible to ensure that the scales, weighbridges and weigh machines at the 

purchasing centers are tested twice a week but it was observed during the 

inquiry that the calibration of the machines was not being done while the lifting 

of sugar bags was in process. 

287 	The owners/management of the sugar mills remained scot-free in procurement 

of sugarcane contrary to the provisions of Sugar Factories Control Act, 1950. 

They have established illegal depofts, loading points, check posts for purchase 

of sugarcane through unregistered contractors and even through their own 

employees. Illegal deductions in weights are made under the pretext of poor 

quality, non-variety and trash materials in sugarcane. The weighbridges neither 

were inspected regularly nor were surprise-checks instituted. The forensic audit 

teams collected credible evidence, which indicates that the mills purchased 

sugarcane from the farmers far below the minimum support price during 

previous years. In case of many sugar mills, the payment of sugarcane is not 

made within 15 days, as required by the law. Any significant action taken by 

these offices has not surfaced regarding irregularities and malpractices. 

Provincial Industries, Commerce and Investment Department (Previous Punjab 

Industry Department). Government of Punjab: 
288, The Industries Department has a very important role whose duties are: 

a. Calibration of Weighing Bridges, Laboratory equipment & Scales on Bi-

weekly basis. 
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b. Presence of officer / official of Industries Department In weighing area 

on a 24/7 basis. 

Observations / Findings: 

No Implementation and monitoring, in true spirit, was observed on ground. The 

Department Is depending on Information provided / furnished by the sugar 

mills. The District Officer industries, Prices, Weights and Measures (DOIPWM) 

who is responsible to check calibration of weighbridges does not even have 

proper equipment to fulfil the task and Is not bothered. 100 tons' weighbridges 

are being calibrated through 40 kg., counterweights which is absurd. The 

(DOIPWM) certifies the weighbridge without making any effort to calibrate the 

same. It has been observed that in most of the cases, the calibrations are not 

done and the farmers are mostly left at the mercy of the mill owners. 

Industry Department, Government of Punjab issued a notification on 06-12-

2006, in exercise of the powers conferred upon it under section 11 read with 

section 3 of the Punjab Industries (Control on Establishment & Enlargement) 

Act, 1963 stating that No new sugar mills shall be set up and no enlargement 

in capacity of the existing sugar Mills is allowed in the province." Many sugar 

mills enlarged/ enhanced their cane crushing capacity during last few years 

including M/s Hunza Sugar Mills and M/s 1DW Sugar Mills in violation of 

applicable law. M/s Hunza Sugar Mills Unit-2, Mang enlarged its cane crushing 

capacity from 6000 TCD to 10500 TCD before the start of crushing season 2019-

20 and an additional enlargement of capacity up to 14000 TCD is under process. 

Hunza Sugar Mills enlarged crushing capacity in violation of above notification. 

This illegitimate and unauthorized act of Hunza Sugar Mills remained unnoticed 

by the Industries Department. Similarly, 1DW Sugar Mills Limited also enhanced 

its crushing capacity in violation of above notification. 

PFS51 / Social Security Institution 

Responsibilities: 
Registration of Permanent, Daily-Wages, Retained & Seasonal employees and 

their monthly collection from Company. 

Observations / Findings: 
No implementation & monitoring, In true spirit, was observed on ground under 

PESSI Amendment Act, 2013 and Contribution Regulations, 1967. The 

Department is depending on Information provided / furnished by the Sugar 

Mills. 

Federal Board of Revenue (FBR) 

Responsibilities: 

The FBR deputed its officials under the relevant provision 4013 of the Sales Tax 

Act, 1990 to monitor the affairs of sugar Mills related to the GST whose duties 

are to monitor production and sales on a 24/7 basis, in the premises of the 

Sugar Mills. FBR also scrutinizes monthly sales tax returns and purchase 

Page V of 253 



declarations submitted by the mills; and prepare a comparison of the sales 

record of the mills with the FBR Data / Returns filed by the Company. 

294. Pakistan Customs Service Is responsible for monitoring the export of sugar. 

Observations / Findings: 

295 	During visits of the sugar Mills by the Inquiry Commission teams, it was 

observed that officials of FBR deputed in the sugar Mills were silent spectators. 

The FBR officials said that after the change in law in 2005, the powers of the 

inspection and supervisory functions were curtailed and therefore, they simply 

rely on the data provided to them by the sugar mills management. It is 

Interesting to note that the mills' managements had reported the same data on 

the same format to FBR through electronic medium on a daily basis to the 

concerned LTU/RTO. The total production and total sales of the sugar mills is, 

therefore, misrepresented which means that 'off-the-books" activity goes 

unreported. Unaccounted for sales translate into tax losses of billions of rupees 

to the national exchequer. 

296 	The Commission also observed that fake buyers and benamidars of sugar worth 

billions of rupees were reported to FBA by the mills' management In their 

monthly sales tax returns. FBR has started taking actions by issuing notices to 

the fake buyers but still a lot remains to be done. The Commission has also 

unearthed the fictitious benamidars sales and the recommendations have been 

made in section on benamidars for taking action against such transactions by 

the mills. FBR should initiate action to identify such brokers/dealers and 

investors and take action against them as per law. 

The capacity of the department to meet this challenge need to be reassessed 

and enhanced accordingly. 

Sugar Advisory Board 

Responsibilities: 

The Sugar Advisory Board was notified in 2001 along with other Boards for the 

oversight of agricultural commodities. Sugar Advisory Board Is the regulator of 

sugar industry and its mandate Is to; identify Issue pertaining to research and 

development of sugarcane, address issue faced by the farmers regarding sates, 

payment of sugarcane and premium on sugar recovery, matters dealing with 

the collection and utilization of cess funds address liquidity and working capital 

problems of sugar industili,  identify suitable regions and propose mechanism 

for promotion of sugar beet to substitute sugarcane and to asses stock of sugar 

and recommend to the government for import/export. 

Observations / Findings: 

The analysis of the minutes of SAB meetings show that it Is predominantly 

occupied with one issue i.e. export of the sugar at the cost of all other 

responsibilities. The role of SAB has already been discussed In detail in TOR (k). 
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Ministry of Commerce and Ministry of Industries and Productions 

Responsibilities: 

The Ministry of Commerce primarily deals with the export of commodities like 

sugar and therefore comes into play whenever a decision related to the export 

of sugar is under consideration. The Mo l&P Is mainly required to assess the 

cost of production of sugar so as to ascertain whether the subsidy if justified. 

Observations / Findings: 

The whole process of getting approval of export and subsidy Is inter related and 

interconnected due to cross cutting issues of sugar export and calculation of 

cost of production for subsidy. The interplay of both these ministries and the 

SAB is required before any decision of subsidy can be made by the ECC. This, 

however leads to a very complex system of decision making which makes it very 

difficult for ascertaining the role played by the Individuals when decisions like 

subsidy are taken. 

The issues that these ministries deal with regards to export and subsidy are the 

same every year but it seems that the decisions are made on ad-hoc basis and 

no effort is made to evolve systems and procedures can help make proper 

decisions. A case in point is the calculation of cost of production which is an 

almost annual requirement, yet no proper cost of production calculation 

mechanism was ever evolved and when under pressure, the cost of production 

is then asked to be calculated within 29 hours by the persons who are neither 

experts in the field nor have required actual data to perform this job. A review 

of how the decision-making of sugar export needs to be done. 

There is also confusion as to who is responsible to have the cost of production 

of sugar calculated; federal or provincial ministry of industries department. To 

check the rise in the price of sugar for the domestic consumers have always 

been the priority of every government But whenever, the government wants to 

confront the P5MA an increase in prices, they are on weaker footing as they do 

not have the actual cost of production of sugar. This confusion leaves ample 

space for the players of the sugar sector to manipulate the prices and to hide 

behind the exaggerated cost of production. 

Banking Institutions and State Bank of Pakistan 

Responsibilities: 

304, The Banking Institutions are responsible to conduct proper due diligence of 

sugar mills before extending them loan facilities under the State Bank of 

Pakistan (5BP) Prudential Regulations (PRs). Similarly, banks are responsible for 

monitoring the transactions in the deposit accounts of their customers and 

report any suspicious activity to the Financial Monitoring Unit (FMU). 5BP is 

responsible for monitoring the affairs of the banking institutions and take the 

regulatory steps to control any violations by the banking institutions. 

305. SBP is also responsible for the implementation of export schemes, including 

quota allocation and distribution of subsidy. 
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Observations / findings: 

The sale/ purchase of sugarcane and sugar activities are managed through bank 

accounts of sugar mills, their brokers agents, dealers and other persons from 

their own accounts and accounts opened in the name of their employees and 

other associated persons. In addition, very large cash transactions were 

observed in the accounts of sugar mills and their brokers/ dealers. The banking 

institutions could not monitor such unusual accounts and transactions therein 

and take appropriate corrective actions under the VC (know-your-customer) 

and AML/CFT regulations. 

The audit teams found evidence in various sugar mills that pledged stocks were 

misappropriated or remained short of minimum required level. In various cases, 

pledged stocks were sold through forward contracts against full or partial 

advance payment but such advance payments were not adjusted against the 

loans from relevant banks. The banking institutions could not devise an 

effective monitoring mechanism to ensure that sugar mills do not sell pledged 

stock without proper approval from banking institution. 
In case of Al Arabia Sugar Mills, the pledged stock was misappropriated by the 

mill's management; however, no immediate action was taken by the bank as 

per law. Upon instructions from the Commission, the bank has reported that it 

has written for registration of FIR against the mill. 

Almost all the sugar mills have availed huge loan facilities from various banks 

and the default ratio of loans In sugar industry is almost double than the 

country average. Hence, the banking institutions could not safeguard the 

interests of their depositors and shareholders while lending to the sugar 

industry. 
SRP has not defined any regulatory limit for debt-to-equity ratio for banks. 

Resultantly, the banks have provided huge loans to the sugar sector which in 

some cases are more than 80% of the equity of sugar mills. Since, the financial 

cost on such loans is directly included in the cost of production by the sugar 

mills and becomes part of sugar prices, these loans also contribute in increased 

ex-mill and retail prices of sugar. 

Role of Securities and Exchange Commission of Pakistan (SECP) 

Responsibilities: 

The SNP has investigative and enforcement powers. Its mandate is the 

regulation of the corporate sector and capital market; supervision and 

regulation of insurance companies, non-banking finance companies and private 

pensions schemes and oversight of various external service providers to the 

carporate and financial sectors, Including chartered accountants, credit rating 

agencies, corporate secretaries, brokers, surveyors etc. 
SECP is responsible to ensure that all companies registered with SECP comply 

with the applicable provisions of the Companies Act, 2017 (previously 

Companies Ordinance, 1986). Beside this, the SECP also has powers to take suo 

mato notice and action on the deviations from the International Financial 

Reporting Standards and International Standards on Auditing. 

The designated Departments of SECP namely; Corporate Supervision 

Department (CSD) and Corporatization & Compliance Department (CCD) 
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licable determine and take cognizance of any noncompliance of the app 

provisions of the Companies Act, 2017 regarding financial statements of the 

incorporated companies that include conducting Inspections and Investigations. 

314. It is also responsible for the performance of regulating and facilitating healthy 

growth of the corporate sector (private and public), and to promote good 

corporate governance for development of efficient management and prudent 

financial practices. 

315. SECP is responsible for monitoring the affairs of sugar mills, their acquisitions, 

accounting practices, disclosures and inter-company transactions. SECP is 

mandated and responsible to examine, inspect and investigate the books of 

accounts and periodic financial statements of all registered companies. 

Observations / Findings: 

316. The record sought from SECP revealed that the books of accounts and financial 

statements of the Mills were not reviewed, checked, examined, inspected, or 

investigated by the SECP, which is a serious negligence on part of the Corporate 

Supervision Department and Corporatization & Compliance Department of 

SECP. 

317. Despite the fact, that the price hike of sugar has been a nationwide concern 

since 2019, the SECP did not Initiate any regulatory and enforcement action that 

could have saved the general public from continuous profiteering by all the 

Sugar Mills (Private and Public). 

318. While conducting the forensic audit, the Sugar Inquiry Commission 

corresponded with SECP seeking information regarding inspection, investigation 

and regulatory actions taken by SECP on any non-compliances in the financial 

statements on the following six companies incorporated with SECP 

319. 

insignificant or inconsequential: 

i. Al Arabia Sugar Mills Limited regarding non-maintenance of company's 

website and non-filing of statement of beneficial ownership by the 

company, 
.IDW Sugar Mills Limited regarding non-placement of Urdu language 

version of company's website, 

Internal Note — Authorized Officer disagreeing to proceed with an order 
for no further action - PM Sugar Mills Limited regarding misstatement  

falsification forgery, fraud, deception etc. 

internal Note- Authorized Officer case reeirg_l proceed - .11)W Sugar 
Mills Limited regarding Investment in associated companies & 

undertakings (Faruki Pulp Mills) 

320. The record provided by the SECP reveals that Mr. Abid Hussain, Executive 

Director (CSD) after unusually delaying it for over 7 months, without any further 
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 Alliance Sugar Mills Private Limited 

 Al Arabia Sugar Mills Limited 

 Al Moir Industries Limited 

 Hamza Sugar Mills Limited 

 Hunza Sugar Mills Private Limited 

 .IDW Sugar Mills Limited 

The SECP provided the details of actions taken that were found to be 



analysis or legal basis closed this case of misstatement and omission of material 

information by Companies Km & FPML) related to a Politically Exposed 
Person. 	He had cited the Auditor of MW Sugar Mills Limited Issued 

unqualified report in this regard and the company charged the impairment in 

2016. In view of above, ARN is returned with nofurther action". 

321. Besides the aforementioned, SECP reported to have taken no regulatory action 

on any &these six sugar companies during 2015-2017,2018-2018 & 20182019. 

Thus, It Is evident that the SECP did not initiate or take any action invoking any 

of the provisions of the applicable laws Including afore-stated key provisions of 

laws. 

322. The aforementioned responses received from the SECP and analysis done in this 

regard revealed that Corporate Supervision Department (C5D) and 

CorporatIzation & Compliance Department (CCD) of SECP completely failed to 

discharge Its legal obligations and duties during the time of sugar crises during 

2019. These departments of SECP failed to Initiate any action to determine if 

the sugar companies were showing true and fair financial statements or not. 

323. Auditors have been seen to be ignoring; 

obtaining appropriate assurance that financial reports are free of 

material misstatement, 

ensuring accounting treatments are accurately applied, and 

addressing any deficiencies detected so that investors and other 

users of financial reports are not misled with regard to the 

quality of the Information they contain. 

324. The specific violations of the companies and their complete obliviousness of the 

issues by the auditors are highlighted in each section of the company financial 

analysis that follows. 

Recommendations; 
325. Cost accounts should be compulsorily maintained by the companies and 

amendment in the law should be made. This has been discussed in detail in 

TOR (e) i.e. Determination of Ex-Mill Price. 

326. SECP should get the off-site and on-site inspection and audits conducted as per 

regulation, 

327. SECP should improve its regulatory and supervisory control over the auditors to 

ensure that audits are carried out in a proper way, 
328. Regulatory action on financial statements of sugar sector should be taken. 

Role of Competition Commission of Pakistan (CCP) 
329. The responsibilities and role of the Competition Commission of Pakistan have 

been discussed in detail In TOR (p). 
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n. verification of the sale of sugar to find out malpractices of hoarding 
and manipulation of supply to the market to maximize profiteering: 
330. The components of this TOR regarding malpractices of hoarding and 

manipulation of supply have already been discussed in the TORs if) and 

(1), respectively. 
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o. Physical verification of stock to find whether there is any 
excess/shortage of stock as shown in the book and verification of the 
genuineness of the sales record: 

The Audit Teams started their work just after the end of the production 

season when the sugar mills have the highest level of stocks available in 

their inventory. However, the teams found the discrepancy in the stocks 

shown in the books vis-a-vis pledged with the banks. 

Shortage of Sugar Pledged Stock: 
During the audit of Al-Arabia Sugar Mill, the sugar stock pledged with 

the banks was checked on March 21, 2020 and a total of 139,098 bags 

were stored In the godowns. The mIll management provided the 

Information concerning pledged sugar bags as under: 

Name of Bank Name of Muqaddam Co. Pledged Stock (Sugar Bags) Total 

National Bank of Paes-tan (NMI TarloSarclar 48,504 
66384 

National Bank or PakIstan (NBP} Al-Nnacca Enterprises 17,880 
Faysal Bank Atlantic Surveyors 222,890 222,890 
Dank of Punjab meat International 329 328 

Grand Total 219,603 

33 	Keeping In view the above, stock position analysis in the hg t of th 

information provided by the bank as well as Muqaddam and physical 

stock lying in the godowns of the mill is as under: 

Total pledged stock 	 289,603 

Total Sugar Stock in Store 	139,098.  

*Expired Sugar bags: 	 31,087 

Available Stock for Banks 	 108,011 

Missing Pledged Stock 	 181,592 (bags} 

The above analysis shows that Al-Arabia sugar mill has sold the pledged 

stock. The management of the mill was confronted with the evidence 

but they did not have any plausible explanation. The matter was 

referred to State Bank of Pakistan with request to get a joint inspection, 

of the three banks involved, conducted and take further legal action 

accordingly. 

As per response received from SBP, a special joint inspection of the 

pledged stocks was carried out by relevant banks on May 07, 2020 and 

stack was found to be significantly short by 177,890 bags. All this 

shortage pertained to Faysal Bank Limited. As reported by 5BP and 

Faysal Bank Limited an application bearing No. SHP5-5/9/2020-577 was 

filed for registration of FIR with relevant Police Station on 09-05-2020 

for theft and misappropriation of pledged stocks. After this application, 

the customer approached the bank and is discussing an early and 
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expeditious settlement plan of entire principal together with the 

markup. 

336 The quarterly joint inspection stock of Alliance Sugar Mills pledged 

report as per SBP PR-5 as on March 13, 2020 reflects 2.7 million bags of 

finished stack was short by 572264 bags which was pledged by the 

Company. The financial impact (only cost) of said difference is 

approximately Rs. 1,368441,960 a the rate of Rs. 65.30 per kg of sugar. 

The said pledged stock is alleged to be sold by the Company. However, 

when the audit team confronted mill's management about shortage of 

stock, the outstanding Emits of relevant banks were adjusted by the mill 

till April 22, 2020 and shortfall was reported to have been made good. 

337 The teams working on POW Sugar Mill have also found instances that 

during the period from September 01, 2018 till March 2020, stocks 

pledged with various financial institutions to secure financing were sold 

and lifted. For Unit — III, the team found 191 Instances or number of 

days when available stock in the godowns was less than the pledged 

stock, showing that pledged stock was sold and lifted from the mill's 

godowns. The explanation of the management of the mills was not 

found plausible. The details of some of the major instances where the 

available stock of WW III was less than the pledged stacks are given in 

the table below. 

Table 28 

Date 
Total Opening 
Balance (Bass}(Bags) 

(a) 

Lifted 

(b) 

Closing Balance 
(13382) 

a a a — b 

Total Pledged 
Stock 
Olags) 

(d) 

Stock (Bags)  
Shortage in Pledged 

(c— d) 

28/11/2019 501 680 33,820 467,860 900,044 (432,184) 
24/11/2019 594,100 19,760 574,340 1,041,238 1466.898) 
23/11/2019 620,920 26 820 594,100 1,041,238 (447,138) 

(455.589) 20/11/2019 796,040 61,540 734,500 1490,058 
18/11/2019 928,940 62,160 866,780 1,326,878 (460.098) 

1,219,230 21/11/2018 ,964 5,280 1213.950  1.383 (170.014) 
26/09/2018 1.672,790 8,040 1664.750 1,873,687 (208,937) 
06/09/2012 1,747.610 5,760 1,741,850 1,959,460 (217,610) 

So rre:. Data collected from the JIM Sugar My s 

Findings: 
From the findings of the audit of the selected mills, it transpired that 

sugar mills are involved in practice of selling the pledged stocks without 

seeking approval from relevant banks. All the sugar mills mentioned 

above, sold the pledged stocks without getting it released from the 

relevant banks or adjusting the advance payments received against such 

sales. 

There Is evidence that forward sale contracts were also made against 

some of the pledged stock and full or partial payment was also received 

against such forward contracts. The Commission has already highlighted 
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the use of forward contracts in market manipulation and artificial price 

hike in TOR (g). 

390. The non-release of pledged stock also meant continuation of financial 

liability and therefore added to the financial expense that the sugar 

mills charge to the cost of production. 

Almost all the sugar mills were in practice of procuring loans from 

financial Institutions against pledge of sugar stack. In a number of cases, 

such pledge loans are continuous In nature and are hardly adjusted/ 

cleaned up at the end of season. Such practice provides opportunity to 

the mills to manipulate the market prices through forward sales and 

hoarding. 

As established even the pledged stocks, which is supposed to be well 

monitored by the banks Muqaddams, have been found to be short. 

Therefore, the reliance on PSMA data for ascertaining the stock position 

of sugar in the country and for determining the "Strategic Reserves" is 

totally unreliable. 

Recommendations: 
Federal Government may advise all banks to conduct special joint 

inspections of their pledged sugar stocks and take necessary legal 

actions in case of any shortfall. 

There should be clear legal or regulatory instructions to adjust the 

pledged financing limit against sugar, at least 30 days before the start of 

new crushing season. This will not only help in minimizing the misuse of 

pledge financing but will also discourage hoarding and other 

malpractices. 

It should be mandatory for mills to immediately repay to the banks against 

pledge financing, the advance payments received against forward sale 

contracts. 
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p. Role of The Competition Commission of Pakistan In This Crisis 

The Competition Commission of Pakistan (CCP), governed by the Competition 

Act, 2010, is mandated to exercise its "legal and investigative instruments and 

powers to engender free competition In all spheres of commercial and 

economic activity, enhance economic efficiency, and to protect consumers from 

anti-competitive behavior." 

In the period January 2019 to December, 2019 Pakistan witnessed a steep price 

hike in sugar being sold In the consumer market. In order to assess whether 

measures were taken by the CCP to address the issue, CCP Chairperson, and 
other officers appeared before the Commission on March 30, 2020. The 

Commission questioned the CCP team with regard to the functions, powers and 

mandate as well as the steps taken by the CCP In the crisis. The Commission 

also analyzed the documents and based its findings on the following: 

Powers, Functions and Mandate of CCP 
The Competition Act, 2010 and allied rules and regulations mandate the CCP "to 

ensure free competition in all spheres of commercial and economic activity, 

enhance economic efficiency, and to protect consumers from anti-competitive 

behavior by all undertakings in Pakistan regardless of their public or private 

ownership". CCP's mandate specific to taking cognizance for cartelitation 

(prohibited agreements), abuse of dominance and anti-competitive market 

practices under the Competition Act, 2010, is to take enforcement action by 

calling Information, conducting inquiries, entering and searching premises, 

exercising forcible entry, calling witnesses with record and evidences, issuing 

show cause notices, passing interim or/and final orders and imposing penalties. 

Past Actions & Reports pertaining to the sugar industry by CCP 
The dilemma in the sugar industry regarding sugar prices is not •a recent 

phenomenon. Record shows that, in the past, the CCP has taken cognizance 

and/or has been involved on various occasions to critically analyze the dynamics 

of the industry. 

The CCP's actions in the past started way back in 2009 when a Policy Note was 

issued regarding the 'Price Fixing Agreement' between the All Pakistan Sugar 

Mills Association (APSNIA) and the Ministry of Industries & Production on behalf 

of the Government fixing the ex-mill rate of sugar due to the threat of sugar 

mills to cease sugarcane crushing. The CCP recommended tome Government to 

terminate the Agreement on the grounds of encouraging collusive behavior. 
The Honorable Supreme Court vide its Order dated 2-10-2009, appointed a one-

man Commission to determine the cost of production of sugar and profit 

margins in the sugar sector. The Report of the Commission dated 15-10-2009 

submitted to the Honorable Supreme Court concluded that "...a meaningful and 

reasonable recognition of approximate costs of production are almost 

impossible." 

The CCP took sus mato cognizance of the issue in 2009 and conducted a search 

and Inspection of the PSMA offices In the country to determine violation of the 
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Competition Ordinance, 2007 (the Ordinance). The Inquiry Report of the 

inspection dated October 21, 2009 concluded that there was 'extensive 

institutionalization of collusive behavior in the refined sugar Industry...the sugar 

mills, rather than competing In the open market prefer a closed and protected 

market which is managed collusively and collectively by PSMA. PSMA apart 

from being in breach of Its mandate appears to be acting In violation of Section 

4(1) of the Ordnance by acting as a front runner for a cartel in the sugar 
Industry." 

The inspection report was quite categorical and put direct blame on the PSMA 

for manipulation and carterization. Consequently, the CCP Initiated legal 

proceedings against the PSMA by Issuing a show cause notice dated October 23, 

2009 under Section 30 of the Ordinance for collusive behavior and price fixing. 

PSMA and the member sugar mills obtained a restraining order from the Sindh 

High Court which Is pending. Proceedings of the hearings and judgment Of any) 
in the matter is not on record. 

In June, 2019 the Ministry of Industries & Production requested the CCP for 

validation of cost audit figures for the crushing season 2016-17. The cost audit 

concluded in October, 2019 and approved by the CCP In November, 2019. 

Financial and costing information of 65 sugar mills was reviewed. It is pertinent 

to mention that, information collected by the CCP was based on the financial 

information and documents provided by the sugar mills and did not conduct a 

thorough and independent Investigation that could have ascertained the actual 
cost of production. The study concluded that the estimated cost of production 

of sugar is Rs. 51.93/kg against the cost of Rs. 52.46 per kg as calculated by the 

Mo l&P. 

Findings 
The issues prevailing in the sugar industry have been contended since 2009 and 

are not an unfamiliar matter. The CCP had ample prior instances that provided 

the queue for taking preemptive actions. 

The last action of the CCP in respect of sugar mills was in 2009. During the price 

hike of sugar in 2019, no intervention was made by the CCP to address the 

abuse of market dominance, and/or anti-competttive marketing practices 

despite extensive powers conferred under the Competition Act, 2010 

Recommendation: 
357, The CCP has major responsibility to ensure that there is no cartelization, abuse 

of dominant position and anti-competitive practices In the sugar Industry. It is 

Imperative that the CCP actively discharge Its responsibility. 
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q. Benami Transactions and Profits (Approximately)Earned During the 
Sugar Crisis 

Introduction 
Benami Transactions (Prohibition) Act, 2017 (hereinafter referred as BTPA, 

2017) imposes prohibition for entering In to benami transactions and holding 

property in benami, restricts right to recover or transfer property held benami 

and provides mechanism and procedure for confiscation of property held 
benami, and matters connected therewith or incidental thereof. Benami 

transactions are dealt with under the provisions of BTPA, 2017 and any violation 

therefrom warrants cognizance by the statutory authorities as 

designated/appointed under the said law. Inquiry Commission has conducted 

this Inquiry keeping In view the provisions of BTPA, 2017. The objective, key 

definitions and important provisions as stipulated In the BTPA, 2017 are made 

part of this report as Annex-A. 

Overview of Sugar Industry w.r.t. Benami Practice 
This section deals with business practices of the Industry, quantum of sales 

transactions conducted during October, 2017 to February, 2020 and 

methodology adopted for inquiry / forensic audit with reference to identifying 

benami transactions. 

Business practice 
The standard business practice in the sugar industry is that sugar is said by the 

mill, mostly through designated brokers or agents, to dealers, wholesalers and 

retailers. Sale of sugar is affected either through "on-spot sales" or through 

"forward contracts". In either of the aforementioned case, the delivery of sugar 

is affected after receipt of payment through issuance of delivery orders (D.Os.). 

These delivery orders are issued to either concerned brokers directly or to the 
relevant goods transport companies for lifting of the given quantity of sugar. 

The sale is booked/recorded in the sales record of the sugar mill, sometimes in 

original names but mostly in the names of benomidors. The sales recorded to 

be made to registered persons in sales tax seems to be containing true 

particulars. However, sales recorded in the names of unregistered persons in 

the sales tax are mostly benami sales. The payment against sale of sugar Is 

received into the given bank accounts of sugar mill either through cash deposits 

or through cheque or online transfers etc. from brokers/agents or end 

purchasers/business customers in the supply chain. The sale of sugar is 

considered as final when the sugar is actually lifted from the godowns of the 

mill against the delivery order issued in this regard. Sometimes the sugar is 

lifted In parts / piecemeal against a single delivery order. 

It Is pertinent to mention here that these delivery orders are also sold in market 

as a mode of sale of sugar, from one hand to another, and sometimes a single 

delivery order is sold to several persons before sugar is lifted from the godowns 

of the mill. Similarly, these delivery orders are also used by the brokers / dealers 

etc. for settlement of their financial transactions amongst themselves. The 
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Investors (brokers are also sometimes the Investors) also buy these delivery 

orders from the brokers or from the market for investment purposes and sell 

these delivery orders in the market, when the price of sugar is increased in the 

market Such Investments are not channeled and do not come under the tax net 

and are, reportedly, made from untaxed money. Such paper transactions results 

In creating artificial demand of sugar which ultimately results in price hike. This 

phenomenon has been explained in detail In TORs (g) and (fi 

Process of benami sale transactions 
362. The process of benami sale transactions adapted by the sugar mills is illustrated 

through the following flaw diagram: 

Sales transactions 

From October, Z017 to February, 2020. 
363. Most of the sale transactions are conducted in the names of persons who are 

unregistered in sales tax. Largely the particulars like CNIC numbers and 

addresses of such unregistered persons are not maintained or made available to 

the tax authorities by the sugar Mills. Benaml sales transactions are mostly 

conducted in the garb of such unregistered persons. The enormity of sales 

transactions declared and unregistered person involved can be ascertained 

from the following data declared to FBR during October, 2017 to February, 2020 

by six (6) sugar mills under forensic audit: 
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5. 

No 

Name of Sugar Mills Total Unregistered 
Buyers 

MN 
Herders 

CHIC 
Holders 

Bogen without 
NTN &CNIC 

.IDW Sugar Mills (unin, 
II & Ill) 

3,680 302 3,352 26 

2 Al-Moiz 	Industries/ 
Mills (UnIt-1 & II) 

1,418 186 1,218  14 

Alliance Sugar Mills 1,966 59 1,927 0 

4 Alarabla Sugar Mills 1,284 8 149 1,127 

5 Hamza Sugar Mills 21 250 1,065 2,154 18,031 

6 Munn Sugar Mills 911 75 835 

30,529 1,695 9,695 19,199 

Source.Sales Tax Return Oedarolion to RIR bythe Suga Mills 

The quantum of sales transactions bataked/invaic d to unregistered person by 

06 sugar mills under forensic audit amounts to Rs. 150,217,451,253, which is 

72% of total sales value during the aforementioned period. The details are as 

under: 

5% 
o 

Name orsugar 
Mills 

Sales Value (exclusive of s.11 in Rs. 

Sales 	T.x 
Bnistered 
Boyers 

Sales Tax Unregistered ewers Totarovevaiee 

WIN 	Holder 
Buyers 

0100 	Hadar 
Buyers 

Without MN & 
CHIC (Names of 

Buyers only) 

10W Sugar Mills 
(3 Units) 

iii,135,536,3613 1,240,655,049 22,748,209,792 47,794370.445 99,918.881.654 

2 Al-Mou 	Sugar 
Mills (211riIts) 

13,966,868,253 2,273,856,923 10,623,584,112 2,689,280,037 34,563,029,32S 

Kinn 	Sugar 
Mills 

1,6 	247,799 227,972.065 3,933,645.564 1,090,7200M 6,876,583,448 

0 Hanua 	Sugar 
Mills 

6,045,359591 3,649,426,179 2,158.044,600 29,985,101,855 41,637,932,226 

AI-Arable 	Sugar 
Mills 

616355266 38,716257 965,440342 6,403,299,293 6,921,311,158 

Alliance 	Sugar 
Mills 

1,910.189.838 378,517348 15.129.103.070 17,417,610,556 

Totals 57,308,597,115 7,809,654421 55,456,015,500 86,952271,631 Total 
Sales:207,52404k 

387 

Total sales to registered buyers 	Rs. 
57,305,597415 

Total sales to unregistered Owen sits. 
150217,451.253 

Source: Soles Tax Return Decimation to BR by the Sugar Miffs 

Out of total sales booked/Invoiced of Rs. 723,491,913,194 by all the sixty six 

(66) sugar Mills in the country, the quantum of sale transactions/sales 

booked/invoiced to unregistered persons/buyers during the period from 
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October, 2017 to February, 2020 comes to Rs.517,272,369,222 (71 % of total 

sales value), as per FBR's data, the detail of which are as under: 

Details of Buyers No. of 
Transactions 

No. of EMIlles SaleValue In Rs. 

(exclusive of tax) 

Percentage 

Sales TM/ R005[01114 2,609 1,169 206219544,971 

NTH Holden/ income MX 5,00 3,549 2$$44,145,040 494 

CNICs Holder/Provided 34,859 24,637 125,280,234,965 17% 

No ONICs Provided / Only 
names of buyers provided 

34,550 34,550 363,347,988215 

Total Buyers 77,050 64,075 723,491,913,194 

Source:SalesRue Return De Oration to FIM by the Sugar Mills 

From October, 2019 to February, 2020 (Current Five Months) 

366. The Commission studied the pattern of declaration of sales by the six sugar mills 

under forensics audit after October, 2019 i.e. after the Issuance of Sales Tax 

General Order (STOO) bearing No. 106 dated 04.10.2019 whereby all registered 

persons have specifically been asked to declare CNIC/NTN of the buyer in good 

faith. The analysis of sales transactions for October, 2019 to February, 2020, as 

represented in the tables below, depicts that same pattern of booking sales 

transactions to unregistered buyers is continuing in the current period as well. 

The details are as shown below: 

5 9 Name of Sugar MN 

Total Declared 
Unregistered 

Ellryers MN Holders 

Without WO 
but CNIC 
Holders 

MIN Sugar Mills 2944 2658 

A3Molz Indusisies 181 70 111 

AlllancesàgarMllk 419 33 
0 AI-Arable Sugar MHO 150 8 142 

5 Hamra Sugar Mina 2607 757 1850 

5 HUI= Sugar Mills 292 35 251 
Source: Soles MK Return Declaration to FEIR by the SUgar Mills 

367, Du ng this brief period of five months, suspected benami transaction of Rs.20.5 

Billion have been detected in case of six Mills under forensic audit, these 

transactions are made in the name of persons who don't have any tax record. 

Following is a picture of "buyer's category wise" ales declared by the entire 

sugar Industry during the aforemen ioned five mon hs period: 

5 4 
Name of Sugar 

Mill 
ST Registered Buyers 

(sales) 
NTH Holders 

(sales) 

Without NM but 
CNIC 	ers Hold 

(sales) 

Total Sales 
(Rs.) 

IDW Sugar Milk 6,594,917,322 1,065,632,910 15.015,353,803 22,675,904,034 

2 
Al-Moir 
Industries 3,054.959,668 454,691224 869,669,750 4,789,320,546 
Alliance Sugar 
mils 494,446,561 168,993,757 1,505,106,000 2,168,546,318 
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4 
Al-Arabia Sugar 
Mills 62,989,215 38,716,257 793633,730 895,339 202 

5 
Hamza Sugar 
Mills 1,634,882,313 U41,626,954 1480,041400 4,256,552,667 

6 
liunza Sugar 
MON 452,360,562 80,946,997 874,647 594 1,407,955253 

Total 12,694,555,640 2,960,607,999 20,338,434,3131' 36,191618,021 
Source: Soles Tox Return DedDrOti00 to FOR by the sugar Mills 

368. The table below shows that the entire sugar industry declared total sales of 

approximately Rs. 124 billion; out of this Rs. 43 billion were sold to the 

registered persons. If the sales made to Income Tax registered persons worth 

Rs. 14 billion is taken out, then the rest of Rs. 58 billion sale have been made to 

un-registered persons who are suspected benamidars. 

0E1E11 of Buyer No. of Transactions No. of Entitles Sales Value (Rs.) 

ST Registered 721 1250 43,325,981065 

IT Registered 2766 3746 13,963,841,611 

CN1C Holders 16672 22750 66,018,811,843 

NO OVICAV119 22 22 1,072,257,469 

Total Buyers 20181 124,380,893,988 27271 
Source: Soles Tox Return Declar ton to FaR by the Sugar Molls 

Methodology adopted to unearth benami transactions 

Sale transactions can qualify as benami transactions under the RTPA, 2017, if 

either of the conditions is fulfilled viz. 

i the person in whose name invoice is issued / booked is a fictitious 

person, or 

ii. the person In whose name invoice is issued / booked is not aware of, or 

denies knowledge of, such purchase, or 

Fl. where alleged benamidar is in collusive arrangement with the beneficial 

owner (like in cases of employees, relatives etc.) and he/she tries to own 

that benami transaction but evidence retrieved in investigation establish 

that invoice is issued (sale is booked) In the name of one person whereas 

consideration against such purchase has been provided/paid by some 

other person who has taken the benefit from sale of such sugar later on, 

or 

kr. where the person providing the consideration against benami property 

is not traceable or fictitious. 

In order to identify benami transactions, the investigations were first conducted 

regarding person In whose name sale is booked/recorded/invoiced to Identify 

whether he/she Is henamidar or otherwise. The forensic audit of the six sugar 

Mills to unearth benami transactions has been conducted in the following 

manner: 

Alleged buyers of sugar have been identified from sales record of the 

respective sugar mill and their sales tax returns. 

Matching of particulars of buyers declared to FBR with particulars as 

maintained in sales registers/record of the Sugar Mills has been done to 
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identify any difference/variance. In case of any such variance, the 

transactions become suspicious / suspected to be benami. 

ilL Recording of Statements, and physical verification, of alleged 

unregistered buyers and their business places, on sample basis, have 

been recorded to gauge their genuineness and to identify extent of 

benamidars therein. 

Brokers and agents have been investigated, along with their record, to 

verify their genuineness and to probe the money trail of payments made 

through them to identify beneficial owners in benami transactions in 

sugar industry. 

Payment receipt record of sugar Mills have been examined to identify 

actual buyers/ beneficial owners, if any. 

Record of Goods Transport Companies has been examined, on sample 

basis, to verify genuineness of sale transactions and to identify actual 

buyers / beneficial owners, if any. 

Benaml Transactions by Sugar Mills under Forensic Audit 
This section contains the gist of practice of benami transactions conducted by 

thesugar Mills, under forensic audit. 

Benami Sales ofJOINSugar Mills (Unit I, II & III) 
Approximately 71% of total sales, from October, 2017 to February, 2020,  have 

been declared to be made to unregistered buyers. A comparison of particulars 

of the buyers as appearing in sale data of the Company with the declared 

buyers as appearing in Annexure-C of the sale tax returns of the Company was 

made. It was found that, during the period October 2019 —January 2020, both 

data do not match with each other. This aspect of maintaining different records 
for the same transactions alone, makes all such transactions suspected to be 

benami. 
Analysis of the sales data (REPORT NO. SALES-102 - Consolidated Sugar Sales 

Statement) of Unit-II of the Company for the year 2019-2020 transpired that 
during the period November 27, 2019 and March 17, 2020, Unit II has sold a 

total of 1,741,880 bags (SO Kgs) of sugar aggregating to Rs. 5,831,171,000. It has 
been observed that for every sale transaction, a Delivery Order (DO) is issued to 

one person and another person is recorded as a dealer for the said sale. 

However, when the team extracted a separate report (REPORT NO. SALES-052 - 

DAILY SUGAR DESPATCH REPORT) the persons mentioned as "Customer" have 

been found to be mentioned as "Brokers" therein. In order to clarify the 

discrepancy, the team investigated GM Sales of the Company, who conceded 

that most of these are "made up" names. As per the provisions of BTPA, 2017 

booking of sales In made up names/fictitious names constitute benami sale 

transactions. He shared a list of actual brokers and the benami / fictitious 

names being used against those brokers. The list is as follows: 
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The comparison of sale data with the above mentioned list Indicated that only 

one person namely Hail Zameer is actually being reported as a customer In the 

Company's sales record. The rest of the names used as sub-dealers were 

fictitious. Even Mr. Zameer did not know Zafar who was shown as his main 

customer in the Company's record. 

Investigations have also revealed that names of the brokers are masked by the 
Company by declaring sales in benami / fictitious names. Actually, brokers take 

orders from the market but sale Is booked in the names of fictitious customers 

against those orders. Statements of following brokers of the Company, 

recorded during forensic audit, have revealed details of glaring violations as 

under: 

Mr. Abed Ali purchased 54,000 bags of sugar (225 trucks @ 240 bags per 

truck) amounting to Rs. 174,225000 during the current financial year. 

During the years 2018-19 and 2017-18, he purchased 451,200 bags of 

sugar aggregating to Rs. 1,133,625,000 and 150,034 bags aggregating to 

Rs. 345,537,600 respectively. However all these purchases have been 

booked by  the Company in the benaml/fictitious names. 

Mr. Mustansar confirmed that the Company sells him sugar against the 

name of one "Mr. Waris Khan" against whom name of the broker is 

mentioned as "Hameed Khan". 

As per the Company's record, sale of sugar to Mr. Rashid (broker) for the 

current season is 94,800 bags for an amount of Rs. 342,825000 and it 

has been recorded in the name of Babu Khan/Rashid Khan. Further, 

forward sale of 37,200 bags for an amount of Rs. 149,700,000 (@Rs. 

80.48 per kg) has been recorded in the name of Rashid Muftan. On the 

other hand, Mr. Rashid, in his statement, has confirmed that he has 

purchased 61,200 bags of sugar from the Company during the current 

year and has also stated that he does not know Rah Khan/Rashid Khan 

and these were names used by the Company. Similarly, as per his 

statement, during the year 2018-19, Mr. Rashid has purchased 278,400 

bags of sugar however, as per Company's record, sale of around 368400 

bags for an amount of Rs. 973,185000 has been made in his name using 

the benami/fictitious names viz. Sarwar, Mansell Khan, Rashid Trders, 

Nadeem, Dawood Khan, Hulk Khan etc. 
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iv. Khawaja Ahmed Saeed complained that even though he sends the mill 

names and payment details of actual buyers of sugar, the mill still 

mentions his name and his fathers name sometimes as buyer and 

sometimes as broker and Interchangeably as well. 

v Sugar aggregating to Rs. 504,678,000, R4 1,251,525,000 and Rs. 

669,918,000 for the years 2019-20, 2018-19 and 2017-18 respectively 

has been sold to Khawaja Imran through benami/fictitiaus names viz. 

Semi, Rizwan Brothers, Zakl, Umar Brothers, Sablh — Lahore, Tawakal 

Traders IB — Sargodha, Amjad — Lahore, All Raze Khan — Sibi. Khawaja 

Imran stated that he has been working with the name of Imran Brothers 

for the last 10-12 years; however, he failed to identify any of the above 

referred names. 

376 

	

	During forensic audit, a comparison of record seized (on sample basis) from the 

Company's goods transport agents, namely New Rohtak Hasar Goods Transport 

and Sindh Punjab Goods Transport Company, with the data recovered from the 

server of the Company (back end Input forms) revealed that most of the drivers 

(based on CNIC) appearing in the record of the goods transporters have been 

found to be reported as "unregistered buyers/customers" In the sale tax returns 

of the Company. The .IDW management has deliberately concealed the names 

of actual buyers of sugar at the time of filing of Tax Returns to FBA and has 

facilitated them to remain out of tax net. A sample checking of data depicted 

that 224,580 bags of sugar have been declared to be sold to the following 

drivers of  goods transporters, who have also been traced and their statements 

have duly been recorded: 

Name of driver CNC Season 
No. of 
bags 

Sale reported 
tax 

In sales 
Return 

As pertransparter record 
Asper retrieved 
darn

Bags Amount Es. 

Hameed Ahmed 
31303-2508119- 

1 19-20 2,080 

Muhammad Saeed of Mohammad 
Sand / Saeed / Muhammad Saeed 
5/0 Muhammad Shared Sabir / 
Muhammad Sand Sto Whammed 
Sherif Sabir 

35303_13484n_ 
9 

17-18 1,140 

18-19 21,900 28,460 85,330,000 

19-20 122,900 128,260 384,780,000 

Altaf / Ahaf Hussain / Altaf Ahmed I 
Altaf Hussain 5/a  Muhammad Shafi 

31304-7988041- 
9 

17-18 2,160 

18-19 34,360 19,160 57,480,000 
19-20 81640 8,260 24,780,000 

SajidYaquob 
5 	6671330- 

19-20 1200, 

Khalid Yousaf / Khalid Youseef / 
Khaki Yousuf/ Khahd Youslf 

31304-3715382- 
5 

18-19 2.900 4 400 13,200,000 

19-20 7,020 4,700 10,220,000 
Sher Mohammad / Sheer 
Muhammad! Sher Muhammad / 
Sher Muhammad 5/a Our 
Muhammad Khan 

31304-0835049- 
5 

17-16 0,120 

1819 7,820 5,940 17,820,000 

19-20 8,340 11,340 34,020,000 

224,580 
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It has also established during forensic audit that the Company used to record 

sales transactions in the names of benami /fictitious buyers and used to declare 

sales as "bulk unregistered sales" during 2017-18 and 2018-19. However, after 

July 1, 2019 when the submission of CHIC has been made compulsory by FBR for 

reporting of sales tax, the Company has started submitting the CNIC details of 

truck drivers as well as totally unrelated persons. 
In order to trace actual buyers (beneficial owners of benami property), 

exhaustive efforts are required to find out the party which booked the order, 

the goods transporter, the person depositing the cash and the person on whose 

name The sales tax was deposited by the Company. An example of an order 

booked by the broker, Haji Zameer, shall illustrate the whole process. Hail 

Zameer takes order from a dealer and ask him to deposit money in the 

Company's bank account and share the details of deposit with the Company. In 

this case the dealer Dawood Brothers Mukan deposited Rs. 3,650,000 in the 

Company's bank account for purchase of 960 bags of sugar. Thereafter, the 

details were shared with the Company sales department. The Company after 

confirmation issued a delivery order for 12,000 bags (Including 960 bags for 

Dawood Brothers Multan). These bags were lifted by Rohtak Baser Goods, Truck 

No. TLB-811 on April 2, 2020. Lastly, the Company reported sales tax an the said 

sale of 960 bags of sugar In the name of one Mr. Abdul Razzak. The Investigation 

team contacted Mr. Razzak who stated that he is taxi driver in Rajanpur. 

As the Unit-I Is the largest mill of the Company, the team analyzed the major 

brokers and theft dealers, and the phenomena of sold but un-lifted stock of 

sugar kept at the mills for a very long time without any proper justification. 

3,296,560 bags of sugar reported to be sold in books of accounts / record of the 

Company, for the period of up to 19-03-2020, have not yet been lifted by the 

alleged buyers  most of which have been invoiced and reported to FBR but are 

benamidars 

Forensic audit shows that mostly the benami sales transactions are recorded 

against unregistered persons. Out of total sales of MW Company of around Rs. 
100 billion "sale of around Rs. 71.8 billion is suspected to be benami 
transactions" during the period from October, 2017 to February, 2020. 

Benami Sales of Hunza Sugar Mills 
The sales tax data reported by the mill revealed that more than 76% of total 

sales during the period October, 2017 to February, 2020 have been made to 

unregistered buyers. The CNICs of unregistered buyers reported to FBR and 

CNIC's mentioned in the sales register of sugar mill have been found to be the 

same. But none of them Is found registered with Income tax or sales tax. 
However, on inquiry, on sample basis, they have been found to be drivers or 

low paid employees. 
To ascertain the real facts about the individuals reported as buyers to FBR by 

the sugar Mills, sixteen individuals have been contacted, as a sample, and their 

statements have been recorded. All of them stated that they are persons of 

humble means and have never purchased sugar from Hunza Sugar Mills. Out of 

them, 15 persons are truck drivers and 01 is security guard. Evident! 11, that the 
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mill Is misusing copies of CNICs of drivers and low paid employees to 

masquerade these as original buyers for the purpose of concealing the true 

identity and financial worth of their actual buyers. 

In order to ascertain the true Identity of actual buyers/beneficial owners of 

aforementioned benami transactions; the team approached the concerned 

goods transporter i.e. New Azad Chaudhry, Goods Transport Company, Shahkot, 
Faisalabad, which is an unregistered entity and the sole transporter of the 

Hunza Unit — I. After examination of record, it was revealed that the transporter 

has also been colluding with milk management and brokers/dealers/agents to 
conceal the true identity of actual buyers. The transport company had prepared 

two sets of Bilti books simultaneously for the same transactions, one containing 

the details of actual buyers and other containing the same details of truck 

number, quantity of sugar but with fake name of buyers and different 
destinations. 

The names of persons mentioned on the false Slides are reported to the FBR as 

unregistered buyers. A comparative analysis, of certain transactions, based 

upon the comparison betw en the original and fake Bilties is given in the table 

below: 

Fklitlam Buyer 
reponed to AM 

Fake 
M111 

Number 
C•141m1 ?any's. Wham Sugar 
&visaed 

Original MINIM 
Broke 

Same 

Off 
15.0Ie 
bato 

Same 
Truck 
Na. 

24- 
0320 

M A:Marl-Mang 1102 
Gharoor Rat AtlaariMandl 
12441 Munk Ahmed 
AkbarMandl (1201 
General Med Oda SAM 	Shah17-40) 

Ailed 
Numbs 

WO 
C 

2073 

03-20 
24- 1105 

Nazar 
Abbas-19164tar 

M Email LHR 240 
Munlr Ahmed MberMandl LH li 120 
5AGuElnem LIM AM 

1914 440 
3334 

 
03.20 

Manr 
Abbas-IMAM r 

1305 

ItafigehurrarechumbranntIthana 
LIIR 120 
Purlab Stele Arm, pull 4.80 
limran Pennt15 

1923-
Shalsmal 

Fabal and 
Anslad 
Hussain 

600 
4LT 
5956 

4  
03-20 

Ghulam 
Muhayendrenslhang 

1317 
Gltaleor Ahmed ArnIr Road MR 244 
MianGrayanSansla ITIR 240 
NudansaTarKIt3yanaBagh1tPura LIIR 
290 

Shahredfflar MO SRI 
162 

25. -khan& Khan - 
Jobe 

131R 
Tiliq Store 
(UsmanMehmeodl 
RhareanFura LIIR 

1935 
Shaluad 

Faisal 
720 

LEI 
3905 

6 25- 
03.20 

Surma 411-TISingh 1321 
Punjab Store Any Pull LH R 480 
(lmran PereaiZ) 
SIddlel &mum Coat um 120  

1029-
Maimed 
faltai and 

Arnjad 
Itiesain 

SOO 
FOR 
3474 

25- 
Leal Hussain 
-0beid:4r 1327 Abdul Ghallarlhurnm 

1935-
Shabblr 
Mssain 
Lauslarl 
Hussain 

240 
Gal 
1743 

25- 
0310 

Medan 
Mahaskbary 

/332 
M Owen LHR GurrMandi ibili 240 
Munk Ahmed AkbanMandi Mlla 240 
Abdul GhatoorkebadMansli 419 240 

1965 no:  

9 25- 
03-10 

Muhammad 
Irbil-thong 1337 

Shalear Ahmed Amlr Marl 54112413 
NadeembahlrKeyenatemaPura LIM 1333 
240 

'937- 
Sliataird 

Alai 
4130 

10 24- 
03-23 

Sablr All-Nurhalta 
labalStore Arnir Road LIM 240 

LuckyKlryanaSamkinPul 120 

1945- 
Hamad 

EA 
4252 
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1974- 
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385 	Statements of 10 buyers of sugar have been recorded who have been shown In 

the column of benaml/ficti ious buyers. They have stated that they are truck 

drivers and have never purchased sugar from Hunza Sugar Mills and that copies 

of their CNICs have been m sused by the owners/management of the mill. The 

statements of the persons, whose names are mentioned in the column 'Original 

Bilti number & Names of Broker' in the above table, stated that they have 

purchased sugar from the H rim Sugar Mills through different Brokers/dealers. 

386 	The mill has two main desi nated brokers for local sale of sugar in the market; 

Umar Adeel Broker (Uma Farooq and Adeel Amir) and Shainad Faisal — 

Proprietor of Ahmed Trade s. The detailed scrutiny of sales record of brokers 

shows the real worth of brokers and the actual volume of business carried out 

by them, as shown in theta le below. 

Name or Brokers timer Fareop 5bahzad Faisal 

Anibareena 
Shaked 
(Ahmad 

Traders) w/o 
swing Faisal 

Adeel Umar Total  

cnicronthers 3510222079623 1520210327667 3520256037504 3520228975645 

Business 
Turn over 

as per 
income Tex 
DabratIon 

1017 191.665.567 32250.000 196.448 222,910,684 

2918 198,800 113,542,000 39,062.500 198,800 152805,315 

2015 1,561,000 1.136,067 1.195,000 3,950,1119 

Total 1,759,800 306,404,567 71,507,500 395,245 37%671.967 

surinesstumover 
period 

Jan 19 to 
march. to 

Jan 19 to 
march, 20 

Jan 19 to 
mann 20 

Business 
Turnover 

consolidated 
with Umar 

Ea rooq 

Antral Business 
Turnover On 

Rupees) 
3,176506000 16,2E5,056,722 3,611,455,000 23,093,411,722 

387. As seen in the table, t e real busines turnover of Shahzad Faisal is more than 

Rs. 20 billion whereas the declared turnover is only Rs. 71. million. The 

ledgers/register recovered from Strained Faisal and Umar Farooq were 

thoroughly examined which revealed their true business turnover. They cannot 

hide their true turnov r without the connivance of the sugar mill. This shows 

that the mills and brokers are joining hands and creating this all phenomenon of 

benami sales and both are trying to evade the tax during this process. 

388 

	

	Further the said benami transactions are recorded in the books of the mill and 

simultaneously the same data is used for reporting to FBR, which is also 

fictitious as discussed above. Entire design devised by this nexus of sugar mills, 

brokers, dealers, wholesalers etc. for the sale of sugar N In essence a stark 

violation of the BTPA, 2017. 

389. Forensic audit shows that mostly the benami sales transactions are recorded 

against unregistered persons. It has therefore been estimated that the volume 

of "suspected to be benami transactions" may be around Rs. 5.2 Billion being 
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total II lusive of sales tax) as declared to unrerristered persons durine 
the period from October 2017 to February, 2020.  

Benami Sales of Al Moiz Sugar Mills (UNIT-I & II) 
Al Moiz Sugar Mills runs two different units located at D.I Khan and Mianwali, 

respectively. Approximately 45% of total sales, during the period October, 2017 

to February, 2020, have been declared to be made to unregistered buyers. Their 

practice of benami transactions has been separately discussed in the following 

D.I (han, Unit-I 
A random sample of sixteen unregistered buyers with highest purchases of 

sugar bags for the year 2019-20 was selected for analysis. 12 out of these did 

not have any relation with the sugar purchase. One such buyer, Abdul Rehman 

who is actually a retailer, was shown to have purchased 3360 bags whereas he 

actually purchased only 120 bags. This sample shows that 66,260 bags of sugar 

amounting to Rs 224,996,948 (exclusive of taxes) have been shown to be sold to 

the persons who either have no connection with sugar business or inflated 

amount of sales have been booked in their names. The said persons have 
recorded their statements in writing outrightly denying any involvement with 

any purchase of sugar. Thus, elaborating the fact that sales have been 

registered in the names of the persons without their knowledge or consent to 

defraud the authorities. Such transactions fall under the definition of benami 

transactions under BTPA, 2017. 
Mr. Wasif, CFO of Al Moiz Sugar Mills and Mr. Zeeshan, Marketing Manager 

have confessed that most of the actual buyers do not want their names to be 

disclosed in order to evade taxes. Hence, the sale of sugar is booked against the 

random CNICs and made-up names. 

Mianwali, Unit-II 
Sixty-one buyers, from the list of five hundred & sixteen buyers of sugar, were 

selected for sales verification. The list of all buyers was provided by the mill for 

the period 01-10-2017 to 30-09-2018 and 01-10-2018 to 30-09-2019. It has 
been found that most of the reported buyers are truck drivers and other 

unrelated individuals. Fifty-nine individuals were identified as transporters, 

truck drivers and laborer who have no concern with the purchase of sugar 

reported against their name, the statement of twenty-sN individuals have been 

recorded. The response of the mill's management was found unsatisfactory. 

There is even a case of a deceased person namely Hameed Ullah s/o Ameer 

Abdullah who died in year 2016. However, sale of sugar has been booked in his 

name in 2017-18 and 2018-19 
Forensic audit shows that benami sales transactions are being recorded against 
unregistered persons. It has therefore been estimated that the volume of 

"suspected to be benami transactions" conducted by the Company is around Rs. 

15.5 Billion being total sales (exclusive of sales tax) as declared to unregistered 

persons during the period from October, 2017 to February, 2020.  

Page 110 of 253 



Benaml Sales of Hamza Sugar Mills 
395. Analysis of sugar sold by Hamza Sugar Mills during 2017-2018 to 2019-2020 

shows the sale of sugar to a specifictype of business every year. 

113% 	ECG 000 .314.44aCI 1.54%t-4757211aM 
7334603 	WA 	ssamoso 13.333 

nit& Ore 	/14733 	Sha tin 	Pussies siss% 
Rms. essithsses CfmOisli 6S3AAz0 	 ofnx axis 
E:= 

 
219.131 010 	294% 	170740000 U6% 	197475000 311C 

IrtMll 1.455600 	007% 0.30% ..= 
. weal FlosIners 1.157155.370 	awl' 	2 773308000 20333 
General SS ¢ CI 	2.4417C 037% 1= 

= 30732030 	040% 	esenstfin 6.534 :IM 
55332 733.830370 	1779t.411 5.71% 0 0 
MedirleeCtenpany Z7170003 	0.14% 000% 

011091 0.00% :IM 
ET=E: 

10100500 	1.05% 
000% 	—lerrJElatt 'LLIF Min 

OM% 0.03% .uperitareherreea 
.weet Mart& Cold Caraer 21757800 	 0.14% 	0913131.000 433% 0.00% 
meta & trains 7.055.843379 	7l.s2%tad 414% 0.073 
rsasis sitsseisso 	015% 	740,446.6313  1-20% 

Trading CoenPare 0.0031 =MCI teas 
.3nend Total MrnEi n:= WILMA% 1000Ma..—.. 

396. The above analysis has helped to identify an interesting trend in 
booking/declaration of sales of the company, which Is as under: 

Sale of sugar is concentrated to a particular business i.e. Sweets & 
Bakers Business, during 2017-2018 and 2018-2019. The percentage sale 

of sugar fri 201748 & 2012-19 comes to 71.82% and 46.88% 
respectively, 

Sale of sugar is concentrated to Individuals having CNIC/NTN during 
2019-2020, which comes to be 85.42% of the total sales. The business 

profiles of these individuals were verified from FBR database for their 

business type But none of them has been found to be connected with 
sweets & baker? business. The sudden shift in sales pattern can be 

attributed to introduction of mandatory requirement to obtain CNIC or 
NTN of the buyer for any sale exceeding Rs. 50000/- by FBR through 

Finance Act 2019-20. 
397. Another trend with respect to benami sale of sugar has been observed from the 

analysis of sales made to different businesses. The trend suggests that most of 
the sugar sold but not lifted  pertains to "Sweets & Bakers Businesses" I.e. 
92.84% and 64.67% in 2017-18 and 2018-19 respectively. The summary has 
been provided in the following table: 

Drink Corner 

Sale Year 
29t7. £9 

30730,0 

7717. 

Value n.age 1 
0.60% 

2008.19 
3 elan 1137 I 

3,318,000 
Value (XIV) 

2019.20 
Value (nal Value nragra 

General Badness 5,620.000 
General Sho• 153,005 000 

EILIMMIZ IS 1378 000 0.53% 762,528266 24.46% 

= 
1,933361000 91734% 2.01650110.20 

&oedema! 3462,040000 100,00% 3,l17,9G9,S%G 100.00% 596,007.800 800,00% 
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398. Physical Verification, on sample basis, was carried out of shops to whom sugar 

was shown to be sold the mill. These shops owners were unregistered with 

sales tax authority. Out of a total of 705 shops physically verified, 654 shops i.e. 

93% shown as recipient of sugar, either do not exist or have not purchased the 

sugar attributedto them. This Indicates that the subject mill in connivance with 

brokers have shown sales of sugar in the names of 'benomidars'. A summary of 

results of physical verification of sale of sugar to the shops, is as shown in the 

table below) 

Si.Na. INewt 

Multin 

Na.al Nape/Silk awes 

vermed 

213 

Seeps £M & 

P,gthascs 

0 

Shops noneeeistent Shep6.4261 hut Neerywnelaien 

100 	 34 

TO111 al Fake Mere 

MAO 

IOQ%  

11.6 43 41 	 34 64% 

leteinlpa 92 0 

4 M 281 II 267 

/Val SI 359 31 

	

99 	Also, during perusal of the mill's sales record, many instances of Incomplete 

NTN (6 Digits) and incorrect (12 & 14 Digit) CNIC numbers being used to book 

sales have been found. 

	

400 	Forensic audit shows that mostly the benami sales transactions are recorded 

against unregistered persons. It has therefore been estimated that the volume 

of "suspected to be benami transaction? by the said mill Is around Rs. 35.5 

Billion being total sales (exclusive of sales tax) as declared to unregistered 

persons dudng the period from October, 2017 to February, 2020. 

Benami Sales by Alliance Sugar Mills 

401. Alliance Sugar Mills is also found to be engaged in declaring sugar sales in fake 

names. Approximately 89% of total sales, during the period October, 2017 to 

February, 2020, have been shown to be made to unregistered buyers. When 

further inquired, it was revealed that such persons were either totally unaware 

of any such transactions or were associated with goods transport companies 

and worked as truck drivers. The data of sales declared by the company in the 

name of fifty (S0) unregistered persons has been compiled by the team. They 

were contacted to ascertain their position and the details of the inquiry are 

summarized below; 
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sale. 

 

  

002. further details of some of such suspected henami transaction are as under: 

SR. 
NI 

NAME 	/ 
ACWA1 AS 
PER ID CARD 

INQUIRY 
Perms 

BASS 
DOUG, 

SALE VAWE 
INCLUDING 
sigx 	3 
WINNER TAX 

451022573140-1 MtrarinTurb 
at 

Twin Is driver of truck No-DV-964% while 
he 	transported 	sugar 	for 	shopkeeper 
Suns II Kumar 

29.000 92602568 

3610247971792 Reis Pais 15 driver of truck No. MI-540, while he 
transported 	sugar 	for 	Inman 	of 
RohtlkIllssar Goods. Sadlciabad 

22,500 89 002 600 

313042215E372 Abdul.. 
Ghaffar 

A. Ghoffar Is driver of truck No. 611-225, 
while be transported sugar for SPA food 
and others through Rohtlktfissar Goods, 
Pedigo bad 

28240 83702964 

4 31202-0309813-3 M. Rarraq A. Razzed Is driver of taller No. PLI-1-222 
while 	he transported sugar far broker 
Ghaf oorrlahi 

29420 82,3183100 

45105-18578523 'Utah Yar No contact could be made with the person 
In question 

25,360 78299,016 

35303-2080488-1 Lladat All He Is cvnur of truck No. K.125005. He 
works for Rana Mt of New RolnikElssar 
Goods Company 

23100 77247200 

7 36102-192319.23 Muhammad 
War 

Could not be verified 23,840 72412620 

8 42401-7765670-3 Abdul 
Majeed 

He Is truck driver of PI3-325. He works for 
New 	RohtikHissar 	Goods 	company, 
Sadida had 

24260 70202000 

9 36103-99771312 Muneer 
Ahmed 

Muneer Is driver of truck No. PI.2340 and 
MY-340 while he transported sugar for M. 
Group 

22,600 65s704200 

10 31101-7536236-7 Muhammad 
1 Mugu! 

No contact could be made with the person 
In question 

23220 66,131250 

11 36101-5432038-1 Umar 

IMYYM 

Ilmar is driver of trader No. PLV-440. He 
transported sugar for dear Mbal flogar 

19,420 61,728.120 
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The aforementioned sales (including all similar transactions) are benami sale 

transactions under the BTPA, 2017. 

It has been found that almost 90% of the total sales have been shown to be 

carried out through one sales agent i.e. Ali Traders. The other major 

brokers/agents of the Company are Aamir Waheed, Rawalpindi, Waseem 

Traders, Rahat Marketing etc. Two of the aforementioned agents namely Mad 

Hussain of Ali Traders, anrat and Aamir Waheed, Rawalpindi were confronted. 

They have been found unaware of the particulars of the end-purchasers and 

admitted in their written statements. 

in addition to the payments found to be credited in bank accounts of the 

Alliance Sugar Mills (Pvt) Ltd, certain payments against sales of the Company 

have found to be credited in the bank accounts of other Sugar Mills i.e. RYK 

Sugar Mills, Indus Sugar Mills, JK Sugar Mills, Popular Sugar Mills, Indus Sugar 

Mills and Ileharki Sugar Mills. These benaml transactions need to be further 

Investigated by the Concerned Commissioner Benami Zone. Following are 

some of such transactions: 

ma moan Ott Welent el 

Saner/ No of 

Sap 

Transgarter/ 

BIM No./ 
snuck No 

Bra End 	rtha Payment Mada 

to 

Sited 

Brake, 

AliTraders 17 031010 40 	Ten/1100. 
bags 

14aq 	Wm 

7417,7410/ 
410,47. P13310 

Surelsh 

Kumar 
Olaf tpur 

Renal 	AS 

Pesheen 

WIC Sugar MIS 

Waseenn 

Traders 

16.01.2020 GO 	Tone/ 
1200 bass 

Sindh 	Penblas 
145111211019 

Maliamed 
Sargodha 

Shen. Ameen 

145111  

le Sugar Mrs% 

*annual 
Vehars 	Seeds  
Kula She 

All Traders *7.032020 EP Ton/ 1200 

bags 

Slaellahoo/ 

74131414, 

7415/ TIC674. 

TKE596 

Chimed 	Taal 

Karachi 

AdderRah 

man 	Shah 

Quetta 

Bismillah 

Traders Puerta 

Popular 	Sega, 
Mills 

All Traders 04.21 MO Onion/ 1100 
bags 

Rental/en' r/ 

54153/ 
1042465 

Shelit 

Innen 

Anal 

Lohman 
Wale Khoo 

Saeed garyana 

Palsvand 

lrithis 	S.igar 

AarnirWehe 

Id 

10.01.1010 24 Ten/ 480 

bags 

Hapigahee/ 
5913 

6314/ TAK.529, 

021F904.11 

gar 

MI/hammed 

RijeSh 

Mirper/lag 
dash 

IlhanrallTherkl [Medd 	Sugar 

Milli 

All Traders 17.031020 413 Ton/ 950 

Bags 

ROAMMMISharl 

.6014/ 
TMD990 

AITII 

Weheed 

Teems ninth/ Inn 	441r 
Mills 

MI Traders 2n02 7420 15 Tan/ 300 

hagi 

Rehtalsrsissar/ 
5955/11N4995 

Amnia 
Waheed 

Chawlaan 
Wars 

Lahore 

Al 	Talnil 
Canine Parson 

Tar 

en Supra/fills 

Forensic audit shows hat mostly the benami sales transactions a e recorded 

against unregistered persons. It has therefore been estimated that he volume 

of "suspected to be benaml transactions "conducted by the Company is 

around Rs. 15.5 Billion being total sales (exclusive of ales taxi as dedared to 

unreelstered persons during the period from October 2017 to February 2020. 
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Benami sugar Sales by Al-Arabia Sugar Mills 
406. The analysis of sales data for year 2019-2020 was carried out and more than of 

100 ONICs, which had been selected as sample for verification, were found to 

be un-traceable. The total quantity of sugar sold to these un-traceable persons, 

was 124,260 bags having sale value of Rs. 373.56 million. Further, the team has 

also conducted interviews of twenty-two persons disclosed as customers in 

sales record of the mill for the year 2019-2020. Out of those 22 persons, 20 

persons named as sugar customers denied about the purchase of the said sugar. 

They all have been found to be drivers/conductors of the vehicle transporting 

said sugar. Following Is the details of sales recorded by the Company In the 

names of these 22 individuals: 

SA 
linitriqmme !blasts 

• 
4)•=1113,9•141 

ea ki imp) 
mina mac 
I smarter 

WS= 
II. 

1 12/22019 0.1116ADNAWAZ 33202-5595243-9 Drew IWO 3597580 
2 121372019 AMIRM1726000 384024031239-1 „grower 303 928,309 

11122019 AZHAR ABBAS SHAH 384060573894-9 Croduens 15,40 4311096 
FAISAL IQBAL 3340197651447 D1 IWO 2,997984 

12112019 WILLAM SHER 38404-24155569 Driver 1220 3951338 Claw Shad* 
6 12252019 OCRADAULLAKA 334030-710112-3 2200 3597$00 

12882019 1KRAM I/LLAMA 384030-7487852 Drr 240 711516 
8 121222019 KAMRAN 33401-0473356-2 Dri,,er 340 2210206 
9 128152019 ICHURAMITAITAT 334c3-oIr43g. Diir 1200 3597580 
W IZ&2Ol9 MAYD1/141 302215472869 Dwyer 513 1537.966 
11 11/8/2019 MBUKSH 3810340461622-7 CADA= 1442177 
12 1 	I9 /A WASH 38403-0461622-7 Ceecbwor 1080 3246247 
13 11212015 34 GLIZAR 3040424069121 
A 11/222019 M COLZAlt 38404-04069184 Driver 340 2,527,416 
15 12222919 M QADEER 30404-175669-1 Cator uoo 3597.580 
A 14111HANDIAD ELELAF 33101-0307084-1 Dver 1200. 357180 
17 12212019 MUHiUOiAD SAX 30101-50360232 
2 1222019 MUHAMMAD WAD Driver 600 798,790 
19 1211.1019 541111634218.11 OSMAN 33404-21051377 DleVtf 4280 3591580 
20 121912019 MOOR AHMAO KAMOKE 38201-48280661 Driver 1.360 4,071259 Low Haider 
21 it22020 NOORAHMAD ICAMOKE 22014823060-1 Driver 25100 122540 Wren Haider 
22 12/252019 TASAWAR HUSSAIN 38201-7543485-1 Th,r I60 3,177A59 
23 1220/2019 TASAWAR STIAH7AD 38411641391910-5 Driier 1.240 3,717,5W 
24 trump ZAFAA ABBAS 38402-1247319-1 Driver 4311 l.43932 
25 16'11019 ZAFARRATYAL 1.140 3.445.654 
26 unou DALAI( HATTAT 3840346924134 Driver 12123 3597$80 
27 12/251019 ZAFAlt RATTAT 384040960672-3 Driver 1200 3597580 
28 123229 LADD MOAT 36201-7372901-7 Driver poo 35975E0 

TOTAL 	 28,596 85 871.511 

407. Forensic audit shows that mostly the benami sales transactions are recorded 

against unregistered persons. It has therefore been estimated that the volume 

of "suspected to be benaml transactions conducted by the Company is around 

Rs. 6 Billion being total sales (exclusive of sales tan) as declared to unregistered 

persons during the period from October, 2017 to February, 2020. 

40/3. The matter was discussed with FBR authorities and they Informed the 

Commission that FBR has taken Initiative to implement the 'Track and Trace 

System" for five sectors including sugar sector and applications have been 

Invited for grant of license to be Issued under the Sales Tax Rules 2006 (as 

amended Vide 250(1)/2019 dated 2E02.2019 and SRO. 918(0/2019 dated 7th 
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August, 2019) for the development, maintenance and operation of said system. 

The bidding process shall be completed In first week of June and license shall be 

issued to the successful bidder before the end of current financial year. 

This system will cover the whole supply chain of sugar sector and complete real 

time monitoring of production of sugar and its supply/  sale will be possible, as 

well as for designated import stations for this sector. Track & Trace System 

Includes high security tax Stamps/Markers/Codes that bear unique, secure and 

non-removable identification markings. The System shall be combined with 

state-ofthe-art electronic monitoring and tracking systems, which shall 

transmit the data of production and supply chain to Central Control Room of 

FBR on real time basis. 

System also Includes a mobile application for all stakeholders and even for 

public to verify that the sold goods bear tax stamps. If the system reports any 

counterfeit stamps, the legal action shall be taken against the defaulters/ 

violators by FBR enforcement teams. For this purpose, FOR has established 

Enforcement hubs in big cities called Inland Revenue Enforcement Network 

OREN) which shall be strengthened and provided with requisite human and 

logistic support for enforcement of track and trace system. 

Findings: 
911. Benami salestransactions are generated and carried out with the connivance of 

mill owners, brokers and transporters. 

412. For the period October 2017 to February 2020 total sales of sugar In Pakistan 

was more than Rs. 723 billion and 71% sales (Rs. 517 billion) of all Sugar Mills 

are benami sales transactions against CNICs of unregistered "benamidars" 

mostly truck drivers, loaders, employees of the mills or dummy fictitious 

persons, who are unaware of such transactions booked/invoiced in their names. 

913. Even after the introduction of the requirement of CNIG for unregistered sales, 

still the pattern of unregistered benami transactions continues. For the period 

October 2019 to February 2020, 06 sugar mills selected for forensic audit 

reported sales amounting to Rs. 20.5 Billion (57% of the total sales) are made to 

un-registered buyers which are suspected benami sales transactions. Similarly, 

the entire sugar industry for the aforementioned period has made suspected 

benami transactions of Rs. 71.054 Billion during the same period. 

Sales transaction used in 4Satta" are benami transactions and, as discussed in 

TOR (g) on forward contract, these are used for market manipulation, Price bike 

and profiteering. 
Bering sales are major obstacle to the documentation of Pakistan's economy 

for Government authorities like FBR to check the tax evasion and other 

malpractices of the industry. 
Benami sales transactions are facilitating the parking of un-

documented/illegitimate money in the regular documented business sectors. 

Recommendation 
Since the mandate to take cognizance of offences under Benami Transactions 

(Prohibition) Act, 2017 rests with the FBR's Benami Authority, therefore, the 

report of the Commission related to benami transactions may be referred to 
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FBR for necessary action under the said law against all the sugar Mills in the 

country in the light of observations & findings of this Commission. 

418 

	

	Further, it Is recommended that process of implementing IT based Track and 

Trace system should be given high priority and completed on a fast track to 

ensure improved monitoring and enhanced revenue collection In sugar sector. 
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s. Any other issue, deemed appropriate, related to the Increase in recent 

Sugar prices; 

419. During the forensic audit, the Commission has come across many important 

areas which are not directly covered under the TOfts, but show how the sugar 

Industry Is working and the malpractices and profiteering is being made. This 

section discusses the following important Issues based on the credible evidence: 

Purchase of sugarcane below the minimum support price and Illegal 

weight deductions, 

Manipulation of recovery ratio, 

lii.Falsification of accounts and double/Parallel record keeping, 

Advances from customers, 

Loans from directors, 

High debt equity ratio, 

loans to farmers and gains on input sold to farmers, 

viilllIegal enhancement in crushing capacity, 

N. Sales tax evasions, 

x. 	Inexplicable transactions. 

Purchase of Sugarcane below the Minimum Support Price and Illegal Weight 
Deductions: 
420. The cost of Sugarcane is the major component in calculating the cost of 

Production of Sugar. The Provincial Governments set the minimum support 

price of Sugarcane to protect the interest of the farmers. However, 

representatives of the farmers accuse the Mills of exploitation of farmers by 
procuring the sugarcane below the support price in the years when there is over 

production of sugarcane like 2016-17 and 2017-18. Another practice is of paying 

lesser than that is due to the farmers by making illegal deductions in the weight 
of the sugarcane in the name of non-variety and trash. This section deals with 

the evidence that the Commission unearthed regarding these widely prevalent 

malpractices. It is pertinent to mention here that whenever the sugar mills 

claim subsidy for export from the Government, they calculate the cost of 

production at the minimum support price whereas evidence collected 

establishes that they purchased sugarcane at much reduced rates. This 

phenomenon is fully discussed in TOR N). 

421. The Commission has come across the following evidence that establishes that 

the mills purchased the sugarcane below the minimum support price: 

i. 	Report of Punjab Special Branch for the year 2017-2018, 

F. Cost of production calculations by Mo l&P for determining subsidy, 

Record of Complaints received by the Cane Commissioner Punjab 

regarding payment below the support price, 

Evidence of procurement of sugarcane below the minimum support price 

collected by the Audit Teams, 
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Evidence of undue & illegal weight deductions during the procurement of 

sugarcane to pay less to the farmers, and 

Sugar mills procuring the sugarcane off-the-book. 

1) 	Reports of Special Branch Punjab for the year 2017-18: 

422. In the previous years, Sugar Mills have been procuring the sugarcane below the 

minimum support price fixed by the Government. The then CM Punjab directed 

the Special Branch Punjab to prepare a report about the procurement price of 

the sugarcane in the province on daily basis in 2017-2018. This report was sent 

to all the concerned Government functionaries of the Punjab Province. The 

purchase price is averaged over the months' time and as shown In the table 

below most of the sugar mills procured the sugarcane below the support price. 

it is Important to note here that this report was generated on daily basis for 

whole of the procurement season but no tangible action was taken and the 

procurement below the minimum support price continued during the whole 

season. The sugar mills continued to reap illegal profits and the farmers kept on 

suffering. 

Table 7.3: monthly Average Purchase Price, Punjab 2017-18 

Sr. 
No 

Name of the Sugar 
Mill 

Dec Ian Feb Mar Apr 

Average 
Purchase Price 
of Cane 

Kashmir Sugar Mill 105.42 137.91 130.34 13104 151.00 13930 

2 Pattoki Sugar MIll 149.17 154.02 14163 141.61 105.00 146.28 

&raj Sugar Mill 148.13 14783 148.80 150.08 0.00 108.74 

0 ShakarGuni Sugar MID 149.00 146.70 148.95 10889 151.82 149.07 

5 Hag Bahoo Sugar ME 147.88 148.44 149.64 148.90 153.21 1.49.61 

6 thenar Sugar Mill 150.50 1E5.19 107.75 147.58 147.50 149.70 

7 Huda Sugar Mill 146.23 152.58 150.00 150.00 0.00 149.70 

8 Al Arabia Sugar 	II 143.33 157.00 108.93 14858 150.00 149.79 

9 Moon Sugar Mill 149.29 /51.09 149.04 148.98 15130 109.94 

10 Makkah Sugar MIII 147.08 141.48 158.32 152.19 152.12 150E4 

11 Tandllanwala I 16228 148.75 107.75 147.42 147.50 150.74 

12 Hussain Sugar Mill 151.83 149.80 148.23 147.58 147.50 15100 

13 Baba rand Sugar Mill 180.00 131.11 137.10 15596 0.00 15104 

10 
MIII
Rasool Nawaz sugar 

15167 148.79 147E1 148.00 0.00 151.51 

15 liunza Sugar MIII 161.67 149.38 148.59 1.48.00 0.00 151.91 

16 Noon Sugar MIII 145.00 160.23 15E50 150.00 000 15193 

17 Darya Than Sugar ME 157.50 151.68 153.93 150.00 150.00 152.62 

18 JaUharabad Sugar Miii 142.33 159.93 153.93 150.00 0.00 153.05 

19 Rumen Sum mIll 156.50 158.13 150.93 150.03 152E10 15332 

20 Madina Sugar MN 150.25 155.55 15089 151.77 160.00 153.59 

21 SW Sugar MIII 156.29 159.89 152.50 150.00 0.00 154.67 

22 Popular Sugar MIII 156.67 150.61 152.32 150.00 0.00 15E90 

15 AIMOE Sugar Mill 160.67 156.23 108.86 150.32 16000 155.22 

24 Sena Sugar Mill 155.71 1513.86 151.55 151.32 160.00 15549 

25 Two Star Sugar Mill 15E13 154.20 147.80 150.06 170.00 155.64 
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26 Fatima Sugar Mill 14850 170.13 158.41 157 16 148.00 156.44 

27 Adam Sugar MIII 152.50 168.43 148.16 146.69 158.50 155.86 

28 Shelkhu Sugar Mill 159.79 16930 153.96 157.68 14800 157.79 

29 Abdullah Sugar MIII 152.50 16446 155.37 156.61 160.00 157.79 

30 Tandllanwala II 159.08 166.52 153.63 151.68 156.38 158.66 

31 Mint Sugar Mill 16750 171.25 146.81 155.65 waria 16024 

32 Layyall Sugar WI 16915 1.73.04 157.46 153.81 150.35 160.78 

33 000 
Haseeb Wages Sugar 
MIII 

0.00 18000 180.00 138.00 166.00 

30 Shah Taj Sugar Mill 18000 180.00 169.28 160.00 0.00 172.32 

35 Indus Sugar Mill 159 67 180.00 179.29 177.74 177.06 174.75 

36 Ettlhad Sugar MIII 180.00 180.00 180.00 178.71 160.00 175.74 

37 Famn. Sugar MIII 180.00 180.00 180.00 178.71 16000 175.74 

38 .11)W I 180.00 180.00 180.00 178.71 160.00 175.74 

39 JDW 1.1 18020 180.00 180.00 17831 16000 175.74 

40 8.Y.. 180.00 180.00 180.00 178.71 160.00 175.74 

41 ChOudary SUgar Mill 0,00 MOD 0.00 180.00 0.00 180.00 

42 ittefaq Sugar Mill 0,00 0.00 180.00 180.00 180.00 180.00 

43 A( Sugar Mill 18000 180.00 180.00 180.00 180.00 180.00 

Source. Special Branch Punjab, monitering of Crushing season Reports 

According to these reports du Ing 2017-2018 crushing season; 

	

I. 	43 out of total 45 sugar mills were operational in Punjab. All Sugar mills 

purchased Sugarcane t a lower rate than the minimum support price 

set by the Provincial Government except three. 

	

6. 	10 Sugar Mills purchased cane between the rate of Rs. 160 to Rs. 180 

	

III. 	29 Sugar Mills purchased cane between rate of Rs. 145 to Rs. 160 from 

the growers. 

The sugar mills deducted weight from 10% to 2598 of the total weight of 

the sugarcane during the procurement of sugarcane. 

25 sugar milk owners were providing hand written receipt (kachl parchi) 

for the net payment to farmers Instead of CPAs. 

	

vi. 	Total 163 weighing machines were installed 131 were working without 

any legal permission. These weighing machine or Kanda Owners 

purchased sugarcane at the lower rate i.e. Rs. 100 to Rs. 140 per 40 kg 

from the farmers. Less weighing of sugarcane is a normal practice of 

Kanda Owners and sugar mills. Kanda owners acts as middlemen In 

purchase or sale of sugarcane to the sugar mills. 

There is no special branch report available for Crushing Season 2017-18 In KP 

regarding purchase of sugarcane at a minimum support price, but there was 

information available regarding protest of farmers regarding purchasing of cane 

at lower rate than the minimum support  price set by the KP Provincial 

Government in the Report received from Office of the IG Police KP to the Sugar 

Commission. 

According to the reply from Sindh Police, Special Branch Sindh does not 

maintain any such record. 
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Ii) 	Cost of Production Calculations by Mo l&P for Determining Subsidy in 2018 

426. When the cost of production was calculated by the Mo l&P for the purpose of 

determining the subsidy In September 2018, they used three different prices of 

sugarcane per 40 Imfor sugarcane procured in the season 2017-2018, 

Rs. 180 actual support price for the crushing season, 

Rs. 150 actual average price paid by the sugar mills in Punjab 

C. 	Rs. 140 actual average price paid by the sugar mills in Sindh. 

The Ministry official, who calculated this price, was asked by the Commission 

how this lower price was used to calculate the cost of production. He replied 

that the Cane Commissioner Punjab and Sindh had been asked on phone about 

the actual purchase price of the sugarcane and this price was communicated by 

the Cane Commissioners. This calculation is discussed in detail in TOR (k). 

HI) 	Complaints Received by the Cane Commissioner Punjab Regarding Payments 

below the Minimum Support Price: 

427. Cane Commissioner Punjab received 67 complaints against 26 sugar mills in 

2017-2018 for procuring the sugarcane below the support price. Such 

complaints were received in the crushing season 2017-2018 mainly. The rates at 

which the payments were made to the farmers, according to the complaints, 
are tabulated below: 

Table 30: C mplaints of Sugarcane Purchased Below the Support Price. 

Sr. 
No. 

Name of Sugar MIN 
Purchase Pete of Sugarcane 

2015-16 2016-17 2017-18 2018-15 
Rasool Nawaz 115 

2 1DW I 129 
Jowl' 129 

0 Etihad 129 
5 129 
6 Al-Arabia 130 
7 Ashraf 160 138.5 
8 Adam 1E0 160 140 
9 Sena 100 
10 Hunza I 140 
11 °saner 100 
V Hussain 140 
13 Abdullah I 140 
10 Baba Sada 143 160 
15 Tandllanwala I 165 147 
16 Shakarganj II 148 
17 Hunza II 148 
18 Shalcarganj I 148.5 
19 Kashmir 150 
20 Noon 150 
21 SW 150 
22 Haseeb Warps 150 
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23 TwoStar 153 
24 Pattoki 165 160 
25 Rarnzan 160 
26 Medina 160 
27 luharabad 160 
28 X 160 
Source: Secretary Food, Government of Punjab 

Ili.  Evidence of Procurement below the Support Price Collected by the Audit 

Teams: 

428. Al-Moiz sugar Mills is found to be involved in the malpractice of procurement 

below the support price and Illegal deductions in the weight at the time of 

procurement of sugarcane and sugar beet. 

According to the record of the sugar mills examined by the audit team, 

Al-Mali sugar mills have been procuring sugarcane below the minimum 

support price during the year 2017-18 & 2018-19. It is pertinent to 

mention here that the rates varied from Rs. 163 to Rs. 179 per 40 kg in 

2017-18. SimilarlY, the purchase rate of sugar cane ranged  from Rs. 143 

to Rs. 179 per 40 kg in 2018-19. Statements of a number of farmers have 

been recorded. 

The fact was further corroborated by the computer data recovered by 

the CCW (Cyber Crime Wing) team. The computer data recovered from 

the Company's ceased computers & laptops, in the form of Company's 

worksheets, shows the net amount of sugarcane purchased and the 

corresponding rates on which the payments were made. Illegal 

deductions were also discovered In rates and weights of the sugarcane 

procured. Al-Moiz 1 sugar mill purchased sugarcane at the rate lower 

than the minimum support price, while the data of production cost 

submitted by the Company with the cane commissioner, OD Food, 

Secretary Food KP, DC DI Khan and District Food Controller clearly 

indicates purchase of sugarcane at Rs.180 per 40 kg. 

During the audit of the sugar mill, the inquiry team recovered files from 

computer of DGM Accounts of the mill. On analysis of the files 

recovered, it was found that actually lesser amount was being paid to 

the growers while the procurement of sugarcane was shown as per 

support price in the documents submitted to the Government 

Departments. 

The team also found through documented evidence that Al-Moiz I sugar 

mill was withdrawing cash from their bank accounts to pay to the 

farmers as per the minimum support price but the farmers were actually 

paid less. The differential amount was deposited back In the bank 

accounts of the sugar mill by the employees of the sugar mill. The team 

also analyzed that the cost of sugarcane was thus overstated amounting 

to Rs.775.679 million and Rs.129.599 million in respective crushing 

Page 122 of 253 



seasons of 2017-18 and 2018-19. Resultantly a total amount of Rs. 

905.280 million was illegally paid less to the farmers. 

The evidence collected shows that the same amount was deposited back 

in the bank accounts of the sugar mills by Its employees. This amount Is 

shown and kept in accounts as "advance from customers. The sugar 

mill was saving money by overstating the procurement of sugarcane 

while the profits for the respective periods were understated causing tax 

evasions and loss to the national exchequer. The team enquired from 

the cashiers about this amount and they confessed that they themselves 

deposited the amount in company's account. Balance differential 

amounts of Rs. 905.28 million were treated as "Advances from 

Customers in 2017-18" and "Contract Liabilities In 2018-19". 

Table 32: Difference of Amounts Withdrawn and Actual Payments to Growers 

Year Amount 
withdrawn for 
payments to 
Growers 0 RS 
180140 RH 

Actual amount 
paid to Growers 

Difference of 
withdrawals and 
actual payments 
to growers 

For SeaSon 2018-19 Rs. 3,423,185,357 Rs. 3,293,840,542 RS. 129,599,739 

For Season 2017-18 Rs. 0,537,491,194 Rs. 3,761,911,268 RS. 775,679,926 

Total Rs. 7,950,677,551 Rs. 7,055,551,810 RS. 905,279,665 

Source: Data obtained from Al-Molz1Sug r Mill and calculations d lie by the Team 

These "advances from customers" and "contract liabilities" were created 

and the amounts were recorded against the name of persons who have 

no concern with these amounts and they even don't know about th se 

amounts. 

g The balance differential amounts were deposited in the Al-Maiz I b nk 

accounts. This fact was established by obtaining the deposit slips and the 

depositing person's name and CNIC on the deposit slips from the bank. 

When contacted, they disclosed that they have never deposited ny 

money in the company's bank account. 

h To adjust this differential amount gradually in their bank accounts, he 

Mill booked sales of sugar at higher prices with a difference of average 

Rs. 5-10 per Kg against un-registered sugar sales (to fake/unknown 

persons without their consents), Al-Molz I booked sales at high price 

(with difference of average Rs.10/Kg) against same number of bags and 

transport dispatch slits ( Bilti) number. 

i. Similar practices have been observed in Al-Moiz II sugar mills. A random 

survey conducted in the assigned area of the sugar mills revealed that 

the sugar mill purchased cane at price from Rs.140 to Rs.1.60 (while the 

minimum support price was Rs. 180 per kg.) as testified by the growers 

In their statements. Examination of mills books of accounts revealed 

that the mill Issued Cane Purchase Receipts (CPRs) to the 
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growers/suppliers of cane @ Fts.180. However, the evidence collected 

from the growers and Information gathered from other sources 

indicates that in actual, the growers were paid igr Rs.140 to Rs.160. 

j. Instead of making payments for the purchased cane to growers from 

Bank, the mill management itself withdrew heavy cash amounts from 

the Bank and distributed cash to the growers at the aforementioned 

rates against the CPRs. In an act of concealment of actual price paid to 

the growers, the sugar mills booked the CPRs @ Rs.180 per 40 kg. 

Statements of growers (81) from district Bhakkar and district Mianwall 

confirm that mills purchased sugar cane from them at reduced price for 

the crushing season 2017-18 in sheer violation of support price fixed by 

the provincial government. 

k While examining the bank statements of the company, it was noticed 

that various suspicious online cash deposit transactions have occurred of 

amounts ranging between Rs.900,000/- to Rs.1,000,0013/- from HBL 

Bhakkar to company's HBL account in Mianwali Branch from April-2018 

to May-2018. The total sum of these transactions is Rs.610,594,687. 

I. On further examination of the books of account of company, It was 

revealed that above mentioned online cash deposit transactions in the 

sum of Rs. 610,594,687/- have been booked by the company as advance 

from customer against 93 customers in the range of Rs.6,600,000 to 

Rs.7,000,000 each. While analyzing the advance from customers, it was 

discovered that there was no significant movement in the entries of 

above 93 customers. This created doubt on the genuineness of these 

transactions as the "advance? had remained dormant for a 

considerably long period of time without any justification. 

m. As the advance from customers Involved heavy amounts, therefore field 

verification of 43 individuals, out of total 93, belonging to district 

Mianwah was conducted whose name and CNICs were used in the 

subject list of "advances from customers" of sugar. It was discovered 

that CIVIC numbers and names of truck drivers employed with goods 

transport companies as well as some other irrelevant individuals were 

used to justify the subject amount who neither had the financial worth 

to make an advance to the company worth Millions of rupees, nor had 

anything to do with the business of sale/purchase of sugar. The so-called 

customers expressed Ignorance of any advance forwarded by them to 

sugar mills. 

n The list of names and CNICs of persons, depositing Rs.610,594,637, was 

extracted from bank statement of company. The Money was deposited 

in HBL Mianwall Branch. A total amount of Rs.232,699,000 was 

appearing in bank statement along with CNICs of the person depositing 

the cash amount. These CNICs were tallied with salary register of the 

company and It was discovered that these CNICs were of persons who 
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were on the payroll of the company during the crushing season 2017-18. 

The remaining amount was appearing in bank statement with name of 

the person which also matched with payroll register of the company for 

crushing season 2017-18. Ground check conducted to verify the identity 

of the depositors confirmed that these individuals were company's 

employees in 2017-18. The depositors expressed ignorance of any 

amount ever deposited by them in company's favor. 

o The Chief Financial Officer (CFO) of the company when asked to explain 

the long outstanding advance from customers in the sum of Rs. 

610594,687, he was unable to explain this amount and verbally 

admitted that the said amount corresponded to the price differential 

paid to the growers. He further stated that the company took up the 

matter with District Administration to allow the company to purchase 

sugar cane at lower rate during the crushing season 2017-18. Request of 

company was turned down but the company booked the CPRs at Rs.180;  

the then support price. However, the CFO of the company refused to 

provide written statement to this effect. Nonetheless it is quite evident 

that The company issued CPRs in accordance with support price and 

actually paid less to the growers. The differential amount of Rs. 

610,594,687 was booked in advance from customers account and 

Parked in the company's hank accounts against fake customers. 

p During the course of inquiry, it was also observed that there was 

difference in the ex-mill price quoted on the invoice of sold sugar and 

the prices disclosed by mill's brokers. Brokers of the company were also 

associated in the inquiry process. There was Rs.10 per kg difference in 

sales contract of 2019-20 made with Mr. Mustansar Zahoor Gogi. On 

further investigation, It was found That company was issuing Invoices to 

unregistered persons M Rs.10/- per kg higher than actual amount 

received in the year 2019-20 and the extra amount received was being 

adjusted from the "advance from customers" in their book of accounts. 

The Marketing Manager of company when confronted with these facts 

admitted that company has been adjusting advance from customers by 

means of over invoicing. 

q From the above facts it is evident that the company purchased sugar 

cane at reduced rates in violation of the support price fixed by the 

Government. At the same time, the company showed the procurement 

at the minimum support price for crushing season 2017-18. The 

difference of Rs. 905 million for Unit 1 and Rs. 610 million for Unit 2, 

were re-routed to company accounts by using its employees' names and 

CNICs, through online transactions without their knowledge. The 

company then parked the said amount as "advance from customers" In 

"trade debtors account ledger" with fake customer names. 
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r 	The company reduced profit by Rs.1,515 million In the year 2017-113 thus 

concealing large amount of income tax liability for the year 2017-18. 

s The company exploited the growers by paying them less and, at the 

same time, the consumers were charged on full cost of procurement of 

sugarcane while selling the sugar. It indulged In profiteering by showing 

increased cost of production and committed tax evasion. 

t. At the time of availing subsidy, they submitted, in writing, to the 

Government that they had procured sugarcane at the minimum support 

price. 

Recommendation 
429. The offences fall under the purview of; 

I. 	National Accountability Ordinance (NAG) 1999 

Pakistan Penal Code, 1860 

Companies Act, 2017 

Sales Tax Act, 1990 

Income Tax Ordinance, 2001 

Benami Transactions (Prohibition) Act 2017 

The Price Control and Prevention of Profiteering and Hoarding 

Act, 1977 

Sugar Factories Control Act, 1950 

430. The Government may refer the case to the relevant authorities as deemed 

appropriate. 

431. During the Audit of Al-Arabia Sugar Mills: 

I. The audit Team conducted the interviews of 33 growers of sugarcane who 

sold their crop to the mill for the crushing season 2017-18. According to the 

growers, the Mill gave them hand written piece of paper commonly known 

as "Kachi Parchi" on which a CPR number, name of grower and net weight 

was written. The Team collected few samples of "Kachi Parchies" from the 

growers. According to Interviewed growers, they were paid on "Kachi 

Parchi" at a cash counter situated in the Mill premises and the rate varied 

from Rs. 140-160 per 40 Irg,  instead of minimum support price of Rs. 180 per 

40 kg. This incidentally matches with the rate quoted by the special branch 

reports In section (I) above. 

it From the record of Al-Arabia Sugar Mills, a file named "Purchase Sheet 

Source Wise for year 2017-18" was extracted by CCW containing 1476 

pages. The net weight given in the report is 450,032,035 kg and the net cost 

is Rs. 1,690,44198. The net weight matches the "Daily Crushing Summary 

Repor which provides the official version of the mill on crushing. However, 

there is a difference of Rs. 298.86 million between net cost of the "Purchase 

Report" and the excel files. The average cost per unit according to the excel 

sheet for 40 kg cane is Rs. 176.81 however as per the Purchase Report, the 

average cost is As. 153.28 per 40 kg. In addition to above, during interviews 

of growers for season 2017-18, they have stated that they were paid less 
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than the support price i.e. from Rs. 140 to Rs. 160 for 40kg. Therefore, It 

indicates that the Systems reports were manipulated to show increased 

price of sugarcane purchase in year 2017-18. 

W. However, more evidence was collected from computer files in Excel format, 

which were concealed and deleted. These files were recovered and their 

analysis revealed that the files had amounts and quantifies categorized as 

"R" and "N" Le. "Reported" and "Not Reported". "Reported" is the data 

which Is reported to the Provincial Ha Federal Governments and audit team. 

While, "Not Reported" is the actual data for mills' own calculations and 

record and was used to conceal off-the-book production and sales. 

Moreover, most of the files were password protected but were opened by 

the audit team. 

M The file "Growers Payable 2019-20 - &EN" i.e. (Reported & Not-Reported) 

contains the "Reported" value of sugarcane i.e. 373,783,245 kg with cost of 

Rs. 2167.31 million and average cost of Rs. 231.93 per 40 kg. The "Not-

Reporter quantity of cane is 122,311,295 kg having cost of Rs. 787.39 

million with average cost of Rs. 257.50 per 40 kg. The total costs amount to 

Rs 2,954.71 million and quantity 496,094,540 kg having averages cost of Rs 

238.24 per 40 kg. this shows that the company is maintaining parallel books 

of accounts. 

v. The evidence for the year 2017-18, was found In a file named "Wet Mud 

(Conflicted copy 2019-01-01 from CHIEF-ACC-PC)" in which the Mud Sales 

Position for Season 2017-18 as on 14-11-2018 is given. Following is the 

breakup of the Cane Crushed: 

"Reported" 	 450,032,035 kg 

Not Reported" 	412,447,690 kg 

TOTAL 	 862,479,729 kg 
The data shows that almost half of the sugarcane procured, sugar produced and 

sold was concealed from the concerned authorities leading to tax evasion, cost 

inflation of sugar and falsification of accounts 

Moreover, another file named "Summary of Actual Cash Flow Oct-17 to May-18 

R+N" was also found in which the cash flow position of the Mill from 01 October 

2017 to May 24 2018 is mentioned. According to this file following N the 

breakup of the cost Incurred on the Reported and Not Reported cane 

purchases: 
Reported 	 As. 1,673.12 million 

Not Reported 	Rs. 1,384.16 million 

TOTAL 	 Rs. 3,057.28 million 

Again, the data show off-the-book transactions. 

Recommendation 
The offences fall under the purview of; 

National Accountability Ordinance (NAO) 1999 

Pakistan Penal Code, 1860 

Companies Act, 2017 
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iv. Sales Tax Act, 1990 

V. Income Tax Ordinance, 2001 

vi. Sugar Factories Control Act, 1950 

935 The Government may refer the case to the relevant authorities as deemed 
appropriate. 

436 

	

	During the audit of Hunza Sugar Mills, Hunza Sugar Mills have been found 

making Illegal deduction in payment of sugarcane procured. 

I. In order to assess the actual payments made to growers against the 

actual sugarcane supply to the Mills, it was observed that the Mills was 

Involved in Illegal deduction of amounts from sugarcane growers 

especially during the year 2017-18. To substantiate further some of the 

growers were summoned and their statements were recorded. It 

transpired that Unit — I of Mills adopted a practice to prepare CPRs at 

the notified rate of Rs. 180 per 90 kg whereas, the actual payment 

made to growers was in the range of Rs. 148 — 160 per 40 kg. The total 

differential amount was deposited back in Mills 'Cane Payment Account 

or in the account of M/s Hume Ghee Mills (Pvt.) Limited. 

ii. While analyzing the bank statements of the Mills, concentrating on the 

cane payment accounts, it was observed that substantial cash credits 

were made in the said cane payment accounts, mostly by the mill's 

employees and some other private persons. Hunza Sugar Mills Unit-1 

mostly used 07 Branches of Bank Alfalah Limited for its cane payment, 

hence Bank Alfalah cane payment accounts were assessed to 

additionally uncover the background of the said payments. 

During the course of forensic analysis of extracted data from computer 

system of Mills, a deleted document under the fide 'Funds Required for 

Cane Payment as 2018-03-27' was retrieved. An amount of Rs. 

715,889,847 under the head of Total Discount was found in the said 

document. It was suspicious head and had no relevance with the issue of 

funds required for cane payments. 

iv. Upon further analysis, it was also revealed that out of total Rs. 715.889 

million, Rs. 363.944 million were credited in cash to the 'Cane Payment 

Accounts mentioned above' and Rs. 270.344 million 

deposited/transferred in Hunza Ghee Mills account during the year 

2017-2018. The detail of these deposits Is given below: 

Table:St—Dash Deposit to 	Payment 
Accounts unit -I 

Branch of from where 
cash deposited 

Credit Amounts 
(2017-20181 

Chiniot 5,981,968 
Nankana 11,286,108 
Khurrianwala 46,423,280 
laranwala 42910,202 
Jhumra 70,046,044 
San& hill 1,250,528 
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Shahkot 
	

184,545,777 
Total 
	

363,443,907 

Detail of payments deposited in the bank account of Hunza Ghee industries 

(Pvt.) Limited - from the multiple 'Cane Payment Accounts' maintained by 

Hunza Sugar Mills —Unit— 'during the year 2017-18 are as under: 

Table: 3 	Amounts Transferred to Nunn Ghee• 
Mills (Pvt.) limited 

Branch of from where 
cash deposited 

Credit Amount 
(2017-2018) 

Chak1humrah 49,201,052 
Chinlot 5,063,748 
laranwala 79,487,370 
Khurdanwala 48,017,799 
N nkana Sahib 20,189,439 
Sangla Hill 5,141,821 
Shahkot 63,243,189 

270,341,428 

During inquiry proceedings, the concerned banks were directed to provide 

particulars of above-mentioned depositors i.e. names, CHIC and contact 

number. Most of them were found to be the employees of Hunza Sugar Mills or 

the suppliers/unregistered contractor of Mills. It was revealed that low paid 

employees of Mills deposited heavy amounts of cash into the said cane 

payment account. Three employees namely; Nawaz All, Allah Ditta and Afzel 

Ahmad, of Unit-I were interrogated who disclosed that upon the instructions of 

Mills management, deductions were made from growers at the time of 

payments of CPRs. They deposited the said deducted amount into the cane 

payment account during the season 2017-18, 2018-19 and 2019-2020. The 

difference is deposited back into the payment account of Hunza Sugar Mills or 

Hunza Ghee Mills. The statements of employees of Hunza Sugar Mills who 

deposited heavy cash amounts in the above said cane payment accounts have 

been recorded. The detail of payments made by each employee is as under: 

Table: 34 - Detail of Illegal deduct on of amount deposited in Cane 
Payment Accounts maintained at Bank Alfalah Limited 

Year 
Branch names of 
Bank Alfalah Ltd 

Names 
AlflOWIt 

Deposited Iftsd 
2017-2018 Shahkot Newer Ali 119,900,020 

2017-2018 Shahkot Allah Ditta 7,445,909 

2017-2018 Chak 1humra FSD Afzal Ahmed 3,787,903 

2018-2019 Shahkot Nawaz Ali 54,369,328 

2019-2020 Shahkot 16,855,340 Allah Ditta 

2019-2020 Shahkot Hawn All 1,000,000 

Grand Total 203,358,500 
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The Inquiry Team also interrogated the individual namely; Muhammad Ashraf — 

Accountant on whose system the deleted document was recovered by the 

forensic team. He submitted that he prepared this document and according to 

him due to corrupt window system; some of the files were deleted including 

this document. With regard tome respective credit of amounts, he firstly stated 

that the said amount of Rs. 715.889 million is the sale proceed of sugar and 

deposited in Cane Payment accounts but In his reply to another question; he 

categorically denied any knowledge about how the said amount was deposited 

In Cane Payment account. Neither he could provide detail of suspected sugar 

buyers nor delivery orders, etc. He further stated that the said amount was 

deposited in the account of Hunza Ghee Mills through online transfer by the 

employees of sugar mills! cane suppliers. On the other hand, he stated that he 

has no knowledge for deposit of Rs. 270 million deposited in the account of 

Hunza Ghee Milk In 2017-18, asthe same was done on the directions of Sr. GM-

Finance. 

Explanation was also sought from the Auditors i.e. M/s. Amin Mudassar, 

Chartered Accountant of the Mills who explained that the said (deleted) 

document was not placed before them during the course of Audit of 2017-18 

and they are not in a position to comment upon it. 

In his statement before the Audit Team, Sr. GM-Finance stated that the said 

(deleted) document is neither an official document nor an important document 

for the Mills; therefore, the same was not placed before the Auditor and he 

cannot comment on this document. On the other hand, he accepted the said 

document by way of explaining that the amount of Rs. 316 million was 

deposited hack in the 'Cane Payment Account'. He firstly stated that it is sale 

proceeds of sugar and ghee of Hunza Sugar and Hunza Ghee, later on he stated 

that if is the sale proceed of sugar only and provided a list of (85) suspected 

sugar buyers to the Inquiry Team. Further, with regard to deduction in amount 

BF Rs. 20 —30/- per 40 kg from growers; he stated that as Per record CPRs were 

issued with full amount and if any grower claimed deductions, the same may be 

outcome of rivalries or business enmities. 

Based on the list of 85 suspected sugar buyers produced by him; statements of 

few sugar buyers were recorded. According to them, they never purchased or 

entered into any agreement of sugar purchase with Hunza Sugar Mills, however, 
they only  supply sugarcane to the Mills. 

The statements of Sr. GM-Finance and Accountant were found to he self-

contradictory. They also changed their plea while recording statements. 

Therefore, based on the financial transactions and statement of employees / 
supplier/contractors, the Inquiry Team is of the view that the said amount was 

the illegal deduction in the amount of sugarcane at the time of payment to the 
growers during the year 2017-18. Out of Rs. 715.889 million; an amount of Rs. 

363.444 million were deposited in Cane Payment Account in different branches 

of Bank Alfalah Limited and Rs. 270.346 million were deposited through online 

transfer into the account of Hunza Ghee at Bank Affalah Limited, Gulberg 
Branch, Lahore. These deposits were mostly made through low paid employees 

of sugar mills or through some cane suppliers. 
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444 	Based on the above, it is evident the Mills was involved in illegal deductions in 

the cane amount from the growers and found In violation of the Sugar Factories 

Control Act, 1950. 

Recommendations 

445. The offences fall under the purview of; 

I. National Accountability Ordinance (NAO) 1999 

II, Pakistan Penal Code, 1860 

Companies Act, 2017 

iv. Sales Tax Act, 1990 

V. Income Tax Ordinance, 2001 

Benami Transactions (Prohibition) Act 2017 

Sugar Factories Control Act, 1950 

446. The Government may refer the case to the relevant authorities as deemed 

appropriate. 

Illegal Weight Deductions by the Sugar Mills to Pay less to the Farmers: 
447. Not only that the sugar mills have been paying less to the farmers as compared 

to the minimum support price but also applying undue Illegal deductions in 

weight of the sugarcane. These deductions in weight further reduce the amount 

of money that farmers received against the quantity of sugarcane which they 

sell to the sugar mills. 

448. The data of 41-Moix sugar mills CIS System of Sugar Cane and Beet procurement 

was extracted from the laptop of DGM If Al-Moiz I sugar mill. In this, a trash 

percentage data column was detected Indicating the weight of sugarcane/beet 

automatically deducted from the growers by the Mill. This Trash Percentage is 

not shown on the CPR provided by the Mill to the grower. These trash 

deductions vary from 5% to 29 %. From last three seasons 2017-2020, a total of 

70,339.473 Tons of sugar cane /beet was deducted from the growers. These 

deductions were not mentioned on CPRs which indicates that growers are not 

aware of these deductions. The mills management stated the quality of 

sugarcane/beet as reason for these deductions which is not justified as these 

deductions were made without the knowledge of the farmers. 

449. As per the sugar recovery ratios declared by the company, the additional 

undeclared amount of 70,339W Tons of sugarcane would have produce 7,496 

NI Tons of sugar. Keeping in view the average ex-mill price during these years 

the value of this undeclared sugar amounts to Rs. 431 million. 

Recommendations 

450. The offences fall under the purview of; 

National Accountability Ordinance (NAG) 1999 

Pakistan Penal Code, 1860 

Companies Act, 2017 

Sales Tax Act, 1990 

Income Tax Ordinance, 2001_ 

Sugar Factories Control Act, 1950 
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451 	The Government may refer the case to the relevant authorities as deemed 

approprte. 

452 	It has been observed that Alliance Sugar Mills Company made adjustments 

amounting to Rs. 152 million (33,886 M. Tons) in 2017-18 and Rs. 353 million 

(77,551 M. Tons) In 2018-19 against the non- variety sugar cane from grower 

payments without any legal justifications. The adjustment for current season 

2019-20 is not yet ascertained by the management. The management simply 

deduct MS to 1536 from the growers. 

Table: 3 

SI GROWER 
NAME 

CMG 
CANE 

M.TONS 

CANE 

MAURO 

GROSS 
AMOUNT 

NON-
VARMEW 

ROE 
oroucnorr 

NET 
AMOUNT 

PRICE 
PER 

Nuevo 

JAM SHAIR 
REGAN 45101.5553563-3 99t910 14,970.750 4,344484 4S914 4,097.169 161 

JAMSHOLMAT 45105-5437354-5 791.095 19.777375 3.599-433 3M-943 5,2M501 162 

JAM GROAT 45101-56654514T 178 255 29.456 375 3,361.068 162 

ATM YUMA 45101-8483699-1 406.755 10,168 875 1,850,737 103581 1.670,088 162 

MOOR JO 45101-5257304-1 202 195 5 054.875 519,568 101,199 828666 162 

453 	Furthermore, in light of the aforementioned findings, the team extended its 

examina ion and reve led that he Company has evaded a payment of approx. 

Rs.765 million against cane procurement Year wise deduction in cane growers' 

payments are tabulated as below: 

Table: 36 

YEAR 
MINIMUM SUPPORT 

PRICE/ MOUND 
(SINDH) 

MFFRENCE IN 
SUPPORT PRICE/KG 

Rs. IN MIWON 
UNDERPAID BY AWAKE 

2016-2017 172 0.30 2783 

2017-201.8 160-182 132.9 

2018-2019 182 0.55 353.8 

TOTAL 765 

454 	It is an evidence of maintaining parallel book keeping by the Company whereby 

they reported payments at support price to the Cane Commissioner, PBR and 

other institutions whereas the actual payments were made below the minimum 

support price. As Per clause 3 of EPD Circular No.02 of 2016 dated February 28, 

2016, federal share of cash support on export of sugar shall be provided only to 

those sugar mills which purchase sugarcane at a minimum price from the 

farmers. 
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Recommendation 

455. The offences fall under the purview of; 

i. 	National Accountability Ordinance, 1999 

II. Pakistan Penal Code, 1860 

Companies Act, 2017 

Sales Tax Am, 1990 

V. Income Tax Ordinance, 20111 

vi. Sugar Factories Control Act, 1950 

456 The Government may refer the case to the relevant authorities as deemed 

appropriate. 
457 The farmers complained that the Hamra Sugar Mills has been making illegal 

deductions in weight during the sugarcane procurement, especially In 2017-

2018. In order to vedfy aforesaid complaints of the sugar growers record of the 

Company has been checked from Oracle back-end database, it has been 

observed from the data store In "Weightment Table" that gross weight is stored 

in two columns namely "GROSS_WEIGHr and "ACTWEIGHT" and weight of 

aforesaid transactions were different in both columns and company is recording 

"Gross Weight" In CPR. Further it has been observed that in 123,825 

transactions weight of "GROSS_WEIGHT" is less than "ACTWEIGHT9  by 

182,366,045 Kgs. This confirms the claim made by the growers that the 

Company made deductions from gross weight of sugarcane during 2017-18 due 

to which a loss of Rs. 820,647,180 was suffered by the growers and illegal gain 

made by the Company. Further following is the calculation of tax evasion was 

made by the Company. 

Table: 37 

cilf me bookssmar production from Nagai ziaductimsfrcan 
wawa 

Sugarcane in Kgs 182,366,045 

Recovery ratio 10.44% 

Sugar produced in kg 19,039,015 

Value of sugar for tax purposes 1,142,340,905 

Sale Tag evasion g 8% 91,387,272 

Further tax @ 2% 22,846,818 

Total sale tax evasion from Illegal deductions 114.234,091 

458. The extra sugar, produced by the Hamra Sugar Mills, is worth more than Fts.1.01,11 ion 
is "off-the-book. The team has found that the comp fly directors seem very lucky 
enough to get their prize bond win every year and get he prize of millions of rupees 

detailed below: 

Table: 38 
Tax Year Name Rs. 

1 	2019 Muhammad Tayyab 17,147,000 

2018 Muhammad Tayyab 31,399,500 

2017 Muhammad Tayyab 49571,000 

2019 Zulfigar Ahmed 25,000,000 
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2019 Muhammad Tarte 9307,000 
2018 Muhammad Tarfq 69,605,000 

2017 Muhammad Tana 58,279,0(10 

2019 Nevem( Maz 25,000,D30 

2017 Naveed Rim 133,500,000 

Total 418,808,500 

Recommendation: 
459. The offences fall under the purview of; 

I. National Accountability Ordinance (NAO) 1999 

Pakistan Penal Code, 1860 

Companies Act, 2017 

Sales Tax ACt, 1990  
V. Income Tax Ordinance, 2001 

vi. Sugar Factories Control Act, 1950 

460. The Government may refer the case to the relevant authorities as deemed 

appropriate. 

Manipulation of Recovery Ratio 
461. The recovery ratio of sugar basically determines the amount of sugar that is 

produced from the Sugarcane and is calculated by conducting tests in the 

Laboratory. There are widespread allegations about the Sugar Industry that the 

recovery ratio Is shown below the actual as only 0.1% change in recovery ratio 

leads to a 1% change in the production of sugar. 
462. The Commission tried to arrange for independent lab testing for ascertaining 

and verifying the calculations made by the labs of the Mills. Unfortunately, the 

crushing by the Mills had ceased by the time the teams were sent out and this 

exercise could not be carried out. 

463. The team working on AI-Arabia Sugar Mills, however managed to get the 
evidence of the malpractice which corroborates the allegation of the 

manipulation of the key figure by the Sugar Mills to hide their real production 

464. The data retrieved from the computers of the Company showed an email from 

Muneer Ahmed <machau678Pgmail.com  [DGM Finance] to 

javed.shaheen@sgroup.pk  on 26-4-2018 at 1:19PM containing the following 

forwarded message email already sent to: Muhammad Usman 

<usman.mohd@gmall.coma, nadeem sd@hotmail.com  with CC to Umer Majal 

cokmalal@gmall.com> aminsohal1300@omail.com  atilsattar@seroupa on 

25-April-2018 at 6:00PM with the subject of "ADJUSTMENT OF PRODUCTION" in 

which Owes stated that 
Respected Sir, 

The desired figures are being attached for your kind information please. It is 

submitted that overall recovery for the period from 24-02-2018 to 06-04-2018 

will 	be 12.35% & as discussed with manager lab and P.O sb this recovery 

seems 	abnormal in the area. 4 can be reduced up to 10.87% by reducing 
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overall losses 	and maintaining the production figure of 925,200 bags. If 

allowed detail working of reduction in losses will be submitted by manager lab 

tomorrow. 

Regards, 

Muneer Ahmed Ch. 

D.G.M(Finance) 

AL-Arable Sugar Mills Limited. 

The excel file attached with it contained the following data: 

AL- ARABIA SUGAR MILLS LTD 

DATE 
CRUSHING 

(NT TONS) 

RECOVERY 
EllooLviloN 

M. vacs) 

PROoucnoN 
BAGS 

Final Figures 06-04-201.9 

Already Reported as on 23-02-2018 

450,032 

275,524 

9.7472 43,70 

24,656 

875,200 

493,6oP 

Balance from 2402-2018 to 06-04-2018 174,5o8 387,300 

Add increase 2,5o0 
Earthy Period as above 174,506  r  12.3576 21,565 431,3n0 

Overall Figure 460,032 10.2793 46,260 925,200 

Subsequently, Mr. Muneer from his gmall email account sent another email to: 

javed.shaheen@sgroup.pk  on 26-April-2018 at 1:19PM with subject of "ADJUSTMENT 

OF PRODUCTION" with the following forwarded email already sent to 

TO: Muhammad Usman otisman.mohd@gmail.com, nadeem sd(Dhotmail.carn 

with CC to Cc: Umer Majal dukmaial@gmail.com> amIcsohal1300@gmail.com   

atifoattafeSarOu0.ok on 26-April-2018 at 1:12PM with subject of 

"ADJUSTMENT OF PRODUCTION", containing the following text: 

"Respected Sir, 

Further to above the revised figures prepared by Manager tab duly approved by 

sahib are submitted as per detail working attached for your kind 

information/ 	advise. Kindly note that total losses will be reduced to 19000 

from 2.2903 with final recovery for the season as 10.3027 and production as 

925200 bogs. 

Thanks & Regards. 

Muneer Ahmed Oh 

0.G.M(Finance)" 

467 

	

	This email contained an excel file and a ED file. The excel file contained the 

same data as stated In above screen shot, while the PDF file contained the 

following data 
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A 
	

C  	0 	E 	F 	II 	 J 	K L 	N 

AL-ARABIA SUGAR MILLS LIMTEDSMHPUR SADAR 
SUGAR PRODUCTION i LIFTING REPORT FOR THE SEASON 2017-201 

4 

SE4 
LI!1llO 

--" 

	
MONN 

Mrz fea 
Darn ft.  „ 

• 
EMT MATE e -t  4: TODArt 	LOOM , ram 

1151 If j101 11400 13.540 501240 4$o maw zuo 351 II0 44X0 10020 034.005 
il3j 
Ili 

421/20114 10000 33.563 111,1110 4304 OP 34280 MOO 14,500 727,700 

412/7018 1403 510300 513,011 3.503I 731,200 1,410 346.720 41080 101300 

la 423/23l2 10,200 1160603 3101 A 22,910 apea ns,mo 140 363960 413249 14 300 

129 4/412021 7400 071003 33,669 037,340 5.000 7934200 3,440 2U00 419,600 12,430 

la 4'5/2O1 4250 675.200 3A1410 430,410 I* 

111 1/5/101.3 ,02) 220203 i440 30100 850 371010 311,410 

Di 4/7/112 935,200 372 010 MAC . 
1312 IMMO 923200 400 45.790 MOO - 750%0 372040 979.460 

La 4/901.1 s25,100 453E3 52029 151.900 /930 MAO 374,20 

In 4/16/2011 933,200 45,733 373,420 z 751,902 12060 3139,590 31Z320 - 

116 4/1112119 979420 750910 Pe . 
127 4/12/2318 913000 45,730 879,420 - 351,930 11,790 461520 311,310 

124 4/13220111 525,200 45,720 879.4411 • 751,903 /020 401,940 310 320 . 
129 4/142018 35200 45.754 49.4211 - 251000 SAO 4200 420 333,430 

140 4/1522018 425200 40730 8794120 - 151.930 54410 4B•0160 224444 

121 4/16/2012 935000 4740 070,430 - 751/01 8,050 430,530 313,300 . 
122 

133 

4/17/2018 24220 4710 75,904 0320 /A040 300,000 - 
4/13/2211.8 023200 4Th0 379,420 731 500 0020 505050 305,040 

124 //IV= . 523 200 . 11755120 017 209 , 
A 	0 9 SALM* I 93034.9111t2i Pei 3 	kb bsz 
0* I  	  

468. The recovery ratio is around 1040% for the "Not-Reported" cane and maximum 

recovery was 11.24% on 3-Mar-20 and 4-Mar-20. The recovery ratio as per 

reported RT4 for year 2019-20 is 9.9488%. 

Recommendation 

469. The offences fall under the purview of; 

i. National Accountability Ordinance {NAG) 1999 

il. Pakistan Penal Code, 1860 

Companies Act, 2017 

Sales Tax Act, 1990 

Income Tax Ordinance, 2001 

Sugar Factories Control Act, 1950 

470. The Government may refer the case to the relevant authorities as deemed 

appropriate. 

471. This shows that the recovery ratio as shown by the Mills is not reliable at all. 

There is not independent means to verify the lab results except for a Punjab 

Mobile Lab which Is totally insuffident for the purpose. Keeping in view the 

importance of the correct ascertaining of recovery ratio the Government must 

invest in setting up mechanism for independent verification and testing of the 

recovery ratio. 
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Falsification of Accounts and Double/Parallel Record Keeping 
472!  The Commission has come across the concealed / parallel record of account to 

hide the real procurement of sugarcane and real production and sales of sugar 

by the Mills. Almost all the sugar mills audited by the Commission have been 

found to maintain parallel/ double record keeping and falsification of accounts 

one way or the other. Some of the methods used are; 

i. Deleted files have been recovered and analyzed which contained 

parallel/ double record of accounts. 

B. Software manipulation to falsify the accounts. 

Use of fictitious names for recording entries In the accounts. 

Iv. Payment to growers through manual receipt "katchi parchi" instead of 

CPRs. 

473 	The analysis of the recovered data from the AV-Arabia Sugar Mill's computers 

revealed that the MIII Management Is keeping MS Excel files data (the 

"Concealed Files") which were also deleted in which the amounts/quantities 

were categorized as "R" and "N" i.e. "Reported" and Not Repartee. Reported 

Is the data which is reported to the Provincial Ps Federal Government while Not 

Reported is the actual data for their own calculations and records. Moreover, 

most of the files were password protected and CCW-FIA team was able to open 

them. Interestingly, the "Reported" data In Concealed Files matches with the 

Data provided by the Mill Management to the Inquiry Team. While, the II" i.e. 

Not Reported data is off-the-books and concealed. 

474 	The flies recovered from the computers of the company show that Al-Arabia 

sugar mills is hiding the real production of sugar and evading the government 

taxes and duties. They are also involved in off-the-book purchase of sugarcane. 

The amount of sugar show as "N" I.e. Not-Reported Is as shown in the table 

below. The ca culation made by the team of the amount of Sales Tax evaded on 

the "N" sales Is as follows: 

Period 
Qty of 

Undeclared 
Saks (Bags) 

ON of 
Undeclared 

Value ° Nein VaV 
Re 60/- Per KG 

Applicable 
Sales In 

Rate 

Sales Tax  
Involved 

Sales (KG) 
2017-2018 751,900 37,595,000 2,255,700,0M 11% 242,127,000 
2.01B.2019 15,800 79o, 11% 5,214,00D 
2019-2020 254,400 12,720,000 763,200,000 17% 83952,000 
TOTAL 1,022,100 51,105,000 3,066,300,000 337493,000 

The details of By-Products and thesale tax thereon are as follows: 
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SALES TAX ON UNDECLARED BY-PRODUCTS (N DATA) 

Period 
MoBasses Applicable 

Sales Tax 
Rate 

sales Tax  
QTY 

RATE VALUE Involved 
M.TONC 

2017-2018 23,060 5,160 117,603,643 17% 19992,619 
2018-2019 17% 
2019-2020 4,985.653 11,200 55,839,314 17% 9,492,683 

Total: 29,485,303 

Period 
BAC.GAA9 Applicable 

Sales Tax 
Rate 

Sales Tax 
Involved 

QTY 
M.TONC 

RATE VALUE 

2017-2018 117,828 1,700 200,306,994 17% 34,052,189 
2018-2019 17% 
2019-2020 34,640 3200, 110,846,519 17% 18,843%08 

Total: 52,896,097 

Period 
MUD Applicable 

Sales Tax 
sales Tax  

Involved 
Rate QTY 

M.TONC 
RATE VALUE 

2017-2018 12,373 250 3,093,358 17% 525,870.80 
2018-2019 17% 
2019-2020 3,669 300 1,100,802 17% 187,136.28 

Total: 713,007 

Recommendation 
475. The offences fall under the purview of; 

National Accountability Ordinance (GAO) 1999 

Pakistan Penal Code, 1860 

Companies Act, 2017 

W. Sales Tax Act, 1990 

v. 	Income Tax Ordinance, 2001 

A. Sugar Factories Control Act, 1950 

476. The Government may refer the case to the relevant authorities as deemed 

appropriate. 

Brokers 14 Agents Identified In "N" Reports (Not-Reported) 
477. Al-Arabia Sugar Mill reported that the mill deals with only one broker Mr. 

Muhammad Mushtaq, proprietor of Faisal Enterprises who is a Dealer of the 

Company (through a Written agreement date 20 November 2019). However, 
from the recovered computer files, it was revealed that they deal with many 

brokers sale to whom was never disclosed by the company. 
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1 Hap Sajjad Manzoor alias Hail pd (Broker & Dealer revealed In the 

"sr Reports). 

One of the brokers found in "N" files was Hail Sajjad Manzoor. The 

broker was maintaining the sales data on a website 

www.halimanzoor.com. According to him, he was maintaining the daily 

dealing (sale & purchase) of sugar from different mills including Al-

Arabia Sugar Mills Limited. He conducted business with the Company In 

2018-19 and 2019-20. According to him, he has sold the "Not- Reported" 

sugar to the consumers (which amounted to Rs. 260 million) and 

deposited the same with the Bank of Al-Arabia and some money was 

also handed over to Mr. lqbal (Accounts Dept of Al-Arabia) under 

signature and to Mr. Muneer MGM Finance) . Also Mr. lqbal paid off the 

growers, in cash, from the same amount. Haji Sajjad has provided copies 

of his transaction's ledger with Company. 

Yasir Mushtaq and Hail Mushtaq (Broker & Dealer revealed in the "N" 

Reports) 
Another person identified in the 1'1" report was Mr. Yasir Mushtaq and 

his father Hail Mushtaq who did business with the Company in all three 

years. 

Khawaja Imran (Broker &Dealer revealed in the "N" Reports) 

He was also identified in the "N" report who did business with the 

Company in all three years. He provided a register containing 12 pages in 

which names of buyers along with vehicle numbers are written for 

season 2019-20. The total numbers of bags sold for the year 2019-20, 

are 86016 having value of Rs. 317 million. According to his statement, 

he makes sales on call from Mr. Muneer (DGM of Company) and make 

cash payments to officials of the Company which include Mr. lqbal, Mr. 

Naveed etc. 

Other Miscellaneous Brokers/Dealers (Broker & Dealer revealed in the "N" 

Reports) 
Other individual brokers/agents mentioned in the "0" Reports are 

Mehmood Sargod ha. Door Traders KB, Amir Waheed RWP, Latif 

Shaheen Lahore, Manzoor Lahore, Mian Waqas FSD and Saieem Khalid. 
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Sr 
No Broker Nynex 

Year 2019-20 
Reported Business Not Reported 

OS 
(50 kg tog) 

Ankara 
(Rs In ml) 

€1.y 
(50 kg beg) 

Amaze 
(Rs In rd) 

4 ear Medina 64E5000 	2266 2O, 	I 	77 
2 Hall Saeld KB 70043  I 	261 

& 
No 

Yew 2011-18 Yet 201E619 
Rein Berklees Nee Reported R pete017081nee8 ad 19 paled 

Broker Nees 
00 

SO knot 
Aman 

(Rai ne 
Clk 

(0359Lall 
Anne' 

Nand 
Orf 

108191610) 
Anna 

(Ran, 
Ply 

(971791160 
Arran 

(Ream) 

Val N riii: Lane on454  CO 
67 NYI Fe 
4A77  AO 

5 N 	7 SLID- I CAW - LI OW WY 

6 A • i C00 
7 11 ''' 43 
8 L 7 a Gro 1 Btu A 

IASI 11. 

_TILL IL 
IndlilduediSubllial 884040 2729 727920 6704 7289020 4831 454O 40 

12 44atilik59•14AL I eau tan 4 'a Gad 400 1 9db 

13 ONTO 41220 103 32430 3103 
14 Groroers 11369 37.03 31538 125 13181 4 
15 Reremeeer 4 4940 18 
16  097r Taal 148M 
17 Gine in 

Stiblds1 707 <  9411 67.00 92279 189 1 4 

TOTAL gaOCO Z23 751g00 1 771 1 	•298024 1 	803 44 

481. In addition to above another customer disclosed as Good Nature Trading 

Company (GNTC) is found. Sales made to GNTC are 9,840 bags recorded as sales 

on 11-Dec-2018 but the same is reversed on 03-Jan-2019. 

Year 
ad Nat-Roporto d 

Qty 
Bag of 50 a 

RN 
Ban aft50 a 

Alma 
a In anon 143.In rata 

2017-2018 41.280 103 12 480 30 
2018-2019 Ts 

Recommendation 

482. The offences fall under the purview of; 

i. National Accountability Ordinance (NAO) 1999 

Pakistan Penal Code, 1860 

Companies Act, 201.7 

Sales Tax Act, 1990 

Income Tax Ordinance, 2001 

Sugar Factories Control Act, 1950 

483. The Government may refer the case to the relevant authorities as deemed 

appropriate. 
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Advances from Customers 

Another phenomenon being used by the Mills Is to book "Advance from the 

Customers" which in reality Is not an advance but in fact is a way of parking 

concealed Income. 

There are huge amounts of money shown in the closing balances of Al-Arabia 

Sugar Mills companysince lastthree years; these are named as "Advances from 

Customers" and also stated as "Unapplied Receipts". These amounts are shown 

related to Sugar sale and are being recorded as advances 'THROUGH SUGAR 

DEALER". Following is the month-wise outstanding advances/receipts: 

As on31-Sefil-201/1 A.... 30.0.-2011 Ate. 29-Feb-2820 
0•14•11P•6 Jat Oulzbieg Marisa Milrml 

Pine lisle mint Mice bat 
0•1,st,mig 

Its la siren 
M 	-2015. 22O 3 May-2019 5644 Feb-2020 379.19 
Apr-2015 93.47 Jun-2019 31.43 
Mety-2018 4205 Jul-2019 34691 
km-2018 241.89 Aug-2019 11045 
Jt2 IS 103.75 Sep-2019 21457 

AFB-2012  21513.03 
S2-201.3 43032 
TOTAL 1,419.87 TOTAL 558.09 TOTAL 379,19 

From the above it can be seen that In year 2017-18 the Comm y obtained 

huge advances from the sugar customers but failed to provide th names of 

these customers to the audit team. Similarly, for ye r5 2019 an 2020, The 

Company also obtained advances but failed t provide names of the 

customers/buyers. The Company claimed to hay adjusted these advances 

against the sale of sugar subsequently. 

Particular Report:Otos 
production of 

2019-20 

Not Reported far 
production 2019- 

20 

(bags) 

enmities 
production of 

2019-20 

(bags) 

valueelconcealed 
Sales 

Rs. In million 

(bags) 

Production 74S€ 2S4,4 998,000 

Sale 680,001 254,400 934,401 763 

Particular Reported for 
produClien of 

2018-19 

(bags) 

Not Reported for 
produttion 2018 

19 

(bags) 

'mini tor 
production of 

2018-19 

(bags) 

Value of concealed 
sales 

Rs. in millhon 
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Productlon 1,370,900 15,800 1386,700 

Sale 1,344298 15,800 1,360,098 47 

487 Corn arlson of the above amounts of Advances from Customers with the 

amounts declared In the monthly sales tax returns reveals significant 

differences. According to the record, the Company sells sugar through only one 

person i.e. Mr. Faisa Mushtaq. However, Mr. Faisal Mushtaq in his statement 

denied of depositing any such huge amounts. This clearly indicates the amount 

received by the Company is in lieu of the "Not Reported" production. 
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Particular Reported for 
production ol 

Not Reported for 
production 2017- 

TOTAL for 
produCtIon of 

Value of concealed 
Sales 

2017-18 18 2017-18 
Pa In million 

(hig5) (bags) Pia94 

ProductIon 925.200 7M,900 1,677,100 

Sale 915,900 751,900 1,667,800 2,255 

488 	Therefore, keeping in view all the above emails and the excel "N" Reported 

data, it is clear that in year 2017-18 the Company's production was in excess 

of 1.6 million bags and it understated the production. 

Recommendation" 

489. The offences fall under the purview of; 

National Accountability Ordinance (NAO) 1999 

Pakistan Penal Code 1860 

Hi. 	Companies Act, 2017 

iv. Sales Tax Act, 1990 

V. Income Tax Ordinance, 2001 

Benami Transactions (Prohibition) Act, 2017 

Sugar Factories Control Act, 1950 

490. The Government may refer the case to the relevant authorities as deemed 

appropriate. 

491. Hamza Sugar mills, V. Mani  has been concealing the quantity of sugarcane 

purchased and the sugar produced. This sugar mill company has total assets 

of more than Rs. 14 billion in 2019-2020 and is using one of the best 

Database System i.e. Oracle Version 116 but the unlicensed version. The 

company is using the pirated version to save the licensing fee and also 

maneuvering the software to conceal the transactions. The team analyzed 

the entire cane purchasing process and the computer system was analyzed 

by the Cyber Investigator of FIA. 

492. The expert found that purchase data of Cane Is stored in separate database 

modules year wise i.e. Cane-1718. Cane-1819 and for Finance (Store & 

Sales). This created suspicion as technically there is no such need in presence 

of Centralized Database Record Keeping System. However, when the 
consolidated records were verified, surprisingly It surfaced that Adjusting 

Entries popped up and were Identified in Ledger Reports of the Mill whose 

in-depth analysis was conducted. It was found that purchases were being 

concealed through backend database system and adjusting through reverse 

entries. 

493. As is clear from the table below, sugarcane purchase valuing more than Rs. 

6.7 billion was concealed from the books. By concealing the purchase of the 

sugarcane and the resulting sugar produced, the company is involved in the 

overall tax evasion ( GST and Road Cess) of more than Rs. 1.19 billion. 
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Table: 39 

°Rule sookauwer Poduction.ed 
Lome° exchequer 2017-18 01s49 wino total 

Sugarcane Not Shown in Record 
AMAlual 

3,345.9%596  L0216696,996 j,zosnoa 6. 	690 

Concealed Sugarcane in Tons 743,532 499,513 254,002 1.491,153 

Recowery Rath 1E437% 10.822% 10.025% 

Concealed Sugar Produced In Tons 77,502 53,419 25,454 154M 
Value &ConcealedSugar for Tax 
PLIIRUSES 

4,555145,528 3,205,125575 1,527,8E0,505 9,389,131,308 

Sale Tax Evasion 372,491,542 255.410054 259,735,303 858,537.999 

Further Tax 8) 2% 93.122,911 95,153770 0 119,276,601 

Road Cess Deducted from Growers 
hut Not Paid to Government 28,11E965 151,510475 9519,437 56,147.637 

Road crass company Snare 2E116,965 /3510.675 9.519,997 56,147.537 

Total sale Tax and Road Less Evasion 
Due to Showing Less Purchases 521.6416163 39666119.174 owing:am asraostasa 

494. further calculation of evenues and profits generated from this off-the-book 

produced sugar shows hat profits worth Rs. 4.2 bil Mn were understated and 

Corporate Tax worth Rs. 1.20 billion was evaded. The detailed calculation is 

shown in the table below. 

Table: 40 

Off the books sugar production 2017-18 2018-19 2019-20 Total 

Sugar produced In kg from off the 
books purchases of sugarcane 

77,602,425 53,418751 25,04,343 156485S3D 

Average ex-mill price of the 

company 

49.53 55.73 5E93 

Revenue from sugar produced from 
concealed sugarcane purchasing 

3,843,648,1 
10 

2,977,027,551 1,704,328,477 8,525,004,138 

Revenue frorn sugar produced from 
illegal deductions 

943,002,413 0 0 943,002,413 

Revenue from sale of mollases 207,355,711 209,897.091 18E694,477 605,947,279 

Revenue from sale of Mapes 944,032,725 611,233.637 300,815,559 1,856,081,921 

Total revenue understated in the 
financial statements 

5,938,038,9 
59 

3.798,152,278 Z193,838,514 11,930,03E75 
1 

cost of sales understated In the 

financial statements 

3,34E893,5 

96 

2221256.936 1,206,539952 E713,69E494 

profit understated in.the financial 
statements 

2,592,145,3 
63 

0576,900342 987,290,552 5,155,345,257 

corporate tax evasion 777,643,609 457,301,369 286,31E580 1,521,760578 
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495 The Company evaded tax of Rs. 2.825 billion through off the book sugar 

production from concealed sugar cane purchasing and through Illegal 

deductions from sugar cane purchased form growers as Illustrated below. 
Table:41. 
Mx evasion 2017-18 2018-19 2019-20 Total 

Sale tax and road cess evasion 
through off the book sugar predated 
from concealed purchasing 

521,848,483 389,585,170 278,776,297 1490,209,954 

Sale taX evasion from off the books 
sugar production from Illegal 
deductions from growers 

114.234,091 114,234091 

Corporate tax evasion 777,643,609 457,301,389 285,316,580 1,521,261,578 

Total Ionia exchequer 1,413,726,182 846,886,563 565,092,877 2,825,705,623 

Recommendation 

496. The offences fall under the purview of; 

I. National Accountability Ordinance (NAN 1999 

ii. Pakistan Penal Code, 1860 

Companies Act, 2017 

Sales Tax Act, 1990 

Income Tax Ordinance, 2001 

Sugar Factories Control Act, 1950 

497. The Government may refer the case to the relevant authorities as deemed 

appropriate. 

498. The analysis of the Cane database seized from the Alliance Sugar Mills and 

other Cane Database recovered by Cyber Crime Wing Team reveals hiding of 

the procurement of sugarcane and off-the-book procurement of sugarcane. 

An email was found from the Email ID of KhaRd Mehmood 

jilhalidmahmud1871@gmail.com) IT head of Alliance Sugar Mills from Qazi 

Saleem (ryksaleem@gmall.corn) with the subject Query Database Fresh 

dated 12 January 2019, in which a method was provided to delete all the CPR 

serial number beyond 700000. For verification purpose the CPR Nos bearing 

serial numbers beyond 700000 were searched from the database of the 

company but no record was found, while the same records are available in 

the database recovered by the CCW Team. Initially 899 CPRs whose Serial 

Number is beyond 700000 were retrieved and the amount against these CPRs 

is 98.28 Million Rupees. The Sales impact of this comes as under: - 
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Table:42 

ProduCt Sugar Can 
Recovery 

Ratio 
Production 

(KS.) 
Production 
(Batsflons1 

Rate Value Sales Tax 

Sugar 22.115,538 10.84 2,397,324 47,946 bags 3,025641 145,038,123 152954,193,58 

Mo!asa 22,115,536 4.24 937,699 937,70 50400.00 46.884,941 8,9072139 

Oaggas 22 115 538 2935 64% 912 6.409L L,800% 11.883,639 2,219,891 

Mud 22,115,538 300 663,466 6S.47 375.00 248,800 47,277 

Total 203.155,103  Z7,119,496 

Recommendation: 

499. The offences fall under the purview of; 

Companies Act, 2017 

sales Tay Act, 1990 

Income Tax Ordinance 2001 

Sugar Factories Control Act, 1950 

500, The Government may refer the case to the relevant authorities as deemed 

appropriate. 
SQL Verification of 11)W Sugar Mills data from the financial statements and 

accounting records of the Company relating to "Advances from Customers" 

for the year ended September 30, 2019 revealed that the brokers had 

deposited advances to the tune of more than Rs. 6 billion, against the sugar 

sold but not lifted. The Team analyzed the data and found out that out of the 

advances from customers aggregating to Rs. 528,344,188, an amount of Rs. 

239,192,950 (92,020 bags) related to the previous year (outstanding for more 

than 12 months). Further, Rs. 112,423,500 related to the year 2016-17 and 

related to one Mr. Afzal. A list of these advances is presented below: 

Table 43 

BROKER/ 
DEALERNAME 

DEALER'S NAME 
BAGS 

PURCHASED 
BAGS NOT 

AMOUNT Rs. 
OPTED 

Abad All Iljaz Traders 526,224746 

2 Abed All Wall Khan 938000 529,060 1370,175,6% 

3 Abed All Musa Mal 52,680 149,828,000 

Hart Siddique Haii Siddique 24.000 31.280 81,365,200 

5 1437 Zameer Ibralirrn 315,614,200 

5 1438 ZaMeer M A I I zazoco 109582  273,991,250 

7 HMI Zanrear Shamir' 37,340 95,393,250 
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S Kh.rmran All Raan Khan 333400 259,680 71016L450 

9 Kh.lmran Tawakar Traders 56,300 134,085,000 

10 
Khawaja 
Ahmed 

KilaWala Ahmed 13E1,000 70790 183,517.000 

11 
Mehmood 
Ahmed 

Nawab Dhl Achah2aI 73,0110 28,1340 77,966,500 

12 
Mushtaq 
ParaCha 

Abdul Rahman 377,280 214,030 559,639,750 

mushraq 
naracha 

Shehbat Xhan 174,540 408,743,6SO 

14 
• Paracha 

466,631 89,060 233,320.303 

15 
• 

MusMaq 
Paranha 

khan] Mailk 85,700 19173U0 

16 
Mushtaq 
Neadlia 

Algal Khan 37,320 101,508000 

17 
Rahman 
Mustafa

• Mustafa Rehman 24,000 63,600p000 

18 NaiIr 
Musnanser 
?armor 

har, 25,200 23,760 65,765,415 

19 Nadeem MI nulled 152,400 142.020 349,037,100 

10 Rashid Dawood Ahmed 60,000 26,800 69,510,000 

21 Sullen Muhammad Khan 41,840 129,426,000 

Total 2,869411 2482,800 6,090,777,134 

Source; Data acquired frOm JOW Company 

The Company management could not exp airs the reasons for the stock sold 

and not lifted for such a long ime. It does not seem plausible that brokers 

pay billions of rupees, but do not lift hundreds of thousands of bag of sugar; 

one of these purchases remained un-lifted for years. 

These brokers were interviewed: the written statements of two w re 

recorded while others were interviewed on phone by the Audit team. They 

stated that the advances booked in their names do not belong to them. 

The net assets of the few of the above-mentioned brokers, as declared with 

the FM, are as follows: 

Net Assets Worth of the Sugar Brokers for 2017 to 2019 

Tab e 44 

Name CNIC/Nre 2017 2018 2019 
(Millions) (Millions) (M) 

M. lmran Tuner! 3520111935421 38.57 8722 86.37 

2 Kh, Muhammad Inn 3840348485223 67.96 245.28 242.21 
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Abad All 3520196405651 0.61 166.95 359.16 

4 Amir Waheed 2996976 421.53 569.15 595.89 

5 Muhammad Aslarn Thalli 331000 72C90 0.00 21.98 22.60 

'lash' Mushtaq 3320118776911 84.50 166.14 166.60 

7 Muhammad Mushtaq Nracha 3310023229713 80.07 129.17 132.96 

2ameer Ahmad 4230109081983 112 58 652.45 552.71 

9 Mateen MUstansar 3520209903059 39.17 49.13 0 

Recommendation 

505. The offences fall under the purview of; 

National Accountability Ordinance (NAO) 1999 

Pakistan Penal Code, 1860 

Companies Act, 2017 

IncomeTax Ordinance, 2001 

Benami Transactions (Prohibition) Act 2017 

The Price Control and Prevention of Profiteering and Hoarding Act, 

1977 

Sugar Factories Control Act, 1950 

506. The Government may refer the case to the relevant authorities as deemed 

appropriate. 

Effect of High Debt/Equity Ratio on Cost of Production 

507. Sugar sector is the second largest manufacturing borrower, after the textile 

sector, in Pakistan. As on 29-02-2020, total outstanding borrowings, of 76 

sugar mills, were Rs. 318.023 billion from different financial institutions. Out 

of which 27 sugar mills are defaulters of various banks by an amount of Rs. 

51.485 billion. The ratio of default in sugar industry comes to around 16.19%, 

which is way higher than the country's overall default ratio of 9.30%. 

However, out of total defaulteclamount, default of sugar industry with public 

sector banks is Rs. 30.403 billion or 59.05%, which is significantly higher than 

the industry average. 

508. Due to higher debt to equity ratio in sugar Industry, the financial cost of 

production becomes high. This financial cost is shown, by the PSMA, as part 

of the cost of production. It means that all the financial cost Is being passed 

on the consumer and he ends up paying higher price of sugar. On the other 

hands, this cost increases the overall expenses of the company and reduces 

its profits for the purpose of taxation. 

509. As per audited accounts of financial year 2018-2019 Alliance Sugar Mills had 

owner's equity of 2.5 billion and availed financial facilities of around As, 8.60 

Page 142 of 253 



billion. Long term loans were Rs. 2.04 billion, with annual Interest of Rs. 136 

million while short term loans were As. 6.85 billion, with annual interest of 

Rs 380 million. The debt equity ratio Is very high. Although it is not illegal to 

maintain a high Debt-Equity Ratio according to SBP & SECP regulations but 

this ratio becomes relevant when financial cost Is included in the calculation 

of cost of sugar. The impact of high debt to equity ratio is As. 5.32 per kg of 

sugar in the current year: it was Rs. 8.24 per kg in the last year. 

Table 4.5 

PARTICULARS 2018-2019 2017-18 IMPACT 
2018-19 

OUTSTANDING LONG TERM 2,046,641,129 1,518,001,178 
OUTSTANDING 5HOTR TERM 2,782357436 5,643,717,394 
ACCRUED MARK-UP 253,187,621 166,435,910 
TOTAL LOAN OBLIGATIONS 5,087,186,186 7,328,154,482 
LONG TERM LOANS AVAILED 892,730,000 
SHORT TERM LOANS AVAILED 7,234,710,6R7 8,745,264,604 
COMPANY EQUITY 2,544,555,290 2,393,053,950 
PROFIT AFTER TM 152685,687 298401,483 
FINANCIAL CHARGES 1,058,234,431 724,027,760 4.24/44 
PRODUCTION IN Kes 127,810,000 Kgs Rs.1,05 	400 
CASH MOVEMENT FROM RYK 

The financial analysis of lOW company shows that 1DW has High Debt to 

Equity Ratio. As of September 30, 2019, the company's to al assets were to 

the tune of Rs. 48.26 billion, which were financed through equity of Rs 8.77 

billion (18% of capital structure) and liabilities of Rs. 39.48 billion (82% of 

capital structure). As of September 30, 2019, Long term finances amounted 

to the tune of As. 9 billion, whereas short term borrowings were to the tune 

of Rs. 16.5 billion. Long term debts constituted 103% of the company's 

equity. The total interest-bearing debts constituted 75% of total capital 

structure (interest bearing debt + equity). 

It was also noted that finance cost consumed 94% of earnings before interest 

and taxes in FY 2018-19 while the finance cost was even higher than the 

earnings before interest and taxes i.e. 107% in 2017-2018. It is pertinent to 

mention that as per the table below the impact of financial expenses 

included in the cost of sugar was quantified as per company record and It was 

found that financial expenses added Rs3.38 and Rs1.68 in the per kg cost of 

sugar for the year 2018-19 and 2017-18 respectively. 

Table 46 

201849 2017-18 

Long Term Debt 9,035,809,36S 12,7E16,462,907 

Total Equity 8,772,864,476 8,227486,660 

LONG TERM DEBT: EQUITY 1.03 1.55 

Long Term • Short Term Debt 25,549,176,375 23,553,685,516 

Total Equity 8,772,864476 8,227,486,660 
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TOTAL DEBT: EQUITY 7525 74:26 

finance cost 3,511,600,842 2,2.69,76E395 
Earnings before Interest and taxes 3,751.660,4131 2,1E9,003,375 
FINANCE COST AS 94 OF EMT 94% 107% 

impact of financial expenses an cost °Nagar per 
kg 

Loans to the Farmers and Gains on Inputs Sold to the Farmers Al-Motz 

Sugar Mills: 
512. Team deputed for Al-Moiz 1 detected entries of amounts under heads of 

loans and advances to farmers in the recovered computer data. Mill's 

purchase data of fertilizers, pesticides and seed was analyzed. The 

calculations show that Mill has made profit of an amount of Rs. 135,664,666 

from this activity during the last two years. However, this gain is not 

mentioned or disclosed in its annual audited accounts of the respective years. 

This additional gain in the profit earned is not shown in the other income of 

the company but is adjusted against financial expense, which is mark-up paid 

to banks. The Company is not legally authorized to carry out business of 

micro financing without the legal permission. 

Recommendation 

513 	The offences fall under the purview of; 

Banking Companies Ordinance, 1962 

Companies Act, 2017 

Income Tax Ordinance, 2001 

The Government may refer the case to the relevant authorities as deemed 

appropriate. 

Loans to Growers by 113W: 
The MW Team scrutinized the record of sugar cane procured for the crushing 

season and identified that at the time of payment of the sugarcane, certain 

deductions are made from the payments. The Team analyzed these 

deductions and It transpired that around Rs. 601 million were recovered from 

growers on account of fertilizer and pesticides provided to the growers by 

the Unit at the beginning of the sowing season. However the Team found 

from the interviews of the owers that these deductions Included an 

Interest portion In addition to the actual price of the fertilizer and 

pesticides. Further the interest rate varied from 20-30% per annum.  It Is 

also to pertinent to mention here that the Company made formal 

agreements on paper With the growers, along with the signature from the 

guarantors, to pay back these loans an interest. It is Pertinent to mention 

that as per memorandum of the Company, the Company is not allowed to 
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engage in the business of lending and financing as the Company has not 

obtained the requisite licenses from the regulatory authorities. 

Recommendations 

516. The offences fall under the purview of; 

i. Ranking Companies Ordinance, 1962 

II. Companies Act, 2017 

Income Tax Ordinance, 2001 

517, The Government may refer the case to the relevant authorities as deemed 

appropriate. 

Lending to Sugarcane Growers Al-Molz: 
518. It has also been observed that the Company is extending loans to growers on 

account of facilitation and charging a mark-up against the extended facility 

which is contrary to the objective of facility and business clauses of Company. 

The Company has extended a loan facility to the growers against the 

facilitation towards seeds and fertilizers. Details are as under: 

Table 47 

MARK-UP TOTAL AMOUNT 

5. No. SEASON 
LOAN AMOUNT AMOUNT RECEIVED 

AMOUNT Rs. 
Rs. Rs. Rs. 

2017-2018 371554,814 40 494 931 412 	9 745 411,825,977 

2 2018-2019 248070938 20,366,748 268,437,686 268,074,714 

2019-2020 	259,500,889 22404,021 281,904,910 269,929,931 

TOTAL r109,126,641 83.265.700 90.392,341 949,830.822 

Recommendations 

The offences f I under the purview of; 

I. Banking Companies Ordinance, 1962 

Compa as Act, 2017 

IncomeTax Ordinance, 2001 

The Government may refer the case to the relevant authorities as deemed 

appropriate. 

Findings: 

During forensic audit, it was found that some mills were involved in Illegal 

practice of providing interest-based loans to the growers In terms of cash 

and/ or kind which they cannot do without having license for the same. The 

sugar mills are also charging interest on such loans which is adjusted at the 

time of procurement of sugarcane. Further In many cases, the payment of 
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sugarcane is made by the sugar mills in form of refined sugar and that too, is 

given to the growers on higher than the ex-mill prices. 

522 

	

	Since the growers are dependent on these sugar mills for sale of their 

produce, they are exploited by the sugar mills in sugarcane procurement, 

higher interest rates on loans and delayed repayment of their dues which is 

abuse of dominant position of sugar mills. 

Recommendation 
The Federal Government, in consultation with the Provincial Governments, 

may look into formulating an effective mechanism of providing low-cost 

loans to the farmers for procuring agricultural inputs. 

Illegal Enhancement in Crushing Capacity 

The notification No. AEA-III-3-5/2003 (Vol-Ill) dated 6th December 2005 

issued by the Secretary of Industries Department, Government of the Punjab, 

bans the enlargement of capacity through an amendment in Section 3 of the 

Punjab Industries (Control on Establishment & Enlargement) Act, 1963 

(Punjab Industries Act), the amendment is reproduced hereunder 

For Clause 3, the following shall be substituted: "No new sugar Mills shall be 

set up and no enlargement in capacity of the existing Sugar Mills is allowed in 

the Province° 

Illegal Enhancement of Crushing Capacity Hunza Sugar Mills 

Hunza Sugar mills has increased crushing capacity in production of Unit II from 

6,500 to 10000 Metric Tons crushing per daY/k0D before the start of current 

crushing season (2019-2020). The Mill has Increased its capacity without 

seeking permission from the Industries Department, Government of Punjab. 

This fact was verified from the statements of Deputy General Manager — 

Finance of Unit —H and Senior GM Finance Head Office. 

The increase is crushing capacity is evident from the following table; which 

shows the detail of sugarcane crushing and production of sugar, bagasse and 

molasses for the last three years. 

Table: 4$— Cane Crushing, by-Products along with Recovery Ratios 

S. NO. PARTICULARS 
Season 

2017-18 

Season 

2018-19 

Season 

201940 

UNIT-110 an) 

Crushing Cepadry MN 6,500 6,500 10,000 
Cane Crushed (M. Tons) 715,818 564.766 873,601 

3 Sugar Produced (M. Tons) 61.358 54,680 75,385 
0 Sugar Produced (SO 1(8 Bags) 1,227,175 1,093,600 1,507.700 

Molasses Produced M. Tons) 34,400 25,150 36,110 
Bagasse Produced (M. Tons) 211,709 167,374 248,097 

7 Sugar Recovery Ratio 8.572 9,670 9.155 
Source: Document duly signed by CFO of Mills 
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Deatanal 
Amami 
Seeman 

Crumbing 
2.0111-M 

In tete* 
Amounts 

In Lest 
Submitted 

Return 
Average 

Cremating 
SdaM 

HI 	wet 
Tarmiday Tens/aed TenaideY Tensibley 

ADW Sager 

lOW Unit I 20000 20000 25,30) 36.559 

JOW Unit" 10.000 10.000 10A31 20.319 
JEAN ihnt III 14.000 141000 19.020 

44,000 4A000 Garinid 

Ahmed Sugar 13.0 .11000 

MOM. trAtIOD -MASS SAMS 

10.053 

Air Suar Robe - 17.340 10.474 

.i 000 03,000 SOS 315 112,..13111 

527 	Hume sugar Mills Unit II has not only Illegally enlarged its crushing capacity 

but also availed input tax credit amounting to Rs. 42.250 million for the years 
2017-2018 from the Government, on the purchase of said plant and 

machinery under section 6513 of the Income Tax Ordinance, 2001. 

Recommendation 
528. The offences fall under the purview of; 

Companies Act, 2017 

Income Tax Ordinance, 2001 

Sugar Factories Control Act, 1950 

iv. Punjab Industries (Control on Establishment & Enlargement) Act, 1963 

529. The Government mw refer the case to the relevant authorities as deemed 

appropriate. 

Illegal Enhancement of Crushing Capacity by .11)W 
530. An MS Excel sheet (image below, Placed at Annex-Er recovered from the 

'deleted data in the laptop of M laffar (Manager Accounts) reveals a 

discrepancy between the crushing capacity declared in the audited financial 

statements versus the actual crushing capacity achieved during crushing 
season 2018-19. 

531 Three units of 10W have enhanced & enlarged the crushing capacity of 

approximately around 19,000 TCDs during the ban on enhancement / 

enlargement of crushing capacity of Sugar Mills. The Company has also 

invested Rs. 9.99 Billion during the years 2011, 2014, 2015 and 2016 on 

addition to Plant and Machinery (accumulated) on enhancement & 

enlargement of the crushing capacity of three Units of 1DW. 
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Findings; 

Despite the complete ban, as per law, on establishment of new sugar mills 

and capacity enhancement, the sugar mills, prima-facie, have violated the law 

and enhanced their crushing capacity. 

Under Section 65B of the ITO-2001, the input tax credit availed by the Mills Is, 

ab-initio, Is inadmissible and recoverable. 

The purpose of ban on establishment of new sugar mills and capacity 

enhancement was to protect the cotton cultivation area from being taken 

over by the cultivation of sugarcane. The capacity enhancement is equivalent 

establishment of a new sugar mill as the figures of lOW show that It has 
enhanced its capacity by 19,000 TCD, which is almost equivalent to the 

largest sugar mill of the country. 

The whole purpose of the ban has been defeated and in fact, has resulted in 

giving a monopoly to the already existing large sugar producing groups. 

Recommendations; 

The offences fall under the purview of; 

I. Companies Act, 2017 

Income Tax Ordinance, 2001 

Sugar Factories Control Act, 1950 

Punjab Industries (Control on Establishment & Enlargement) Act, 1963 

537 

	

	The Government may refer the case to the relevant authorities as deemed 
appropriate. 

It should be checked that whether all the sugar mills have complied with the 
ban on capacity enhancement and take appropriate legal action In case of 

violation. 

JIM Sugar Mills Limited's Impairment loss of Rs. 2,584.37 million on Equity 

Investment of Rs. 3,154.43 million in Faruld Pulp Mills Limited (FPML) 

Brief of the case dealt in SECP In 2018 
Faruki Pulp Mills Limited (FPML) recommenced its trial production in 2012 

followed by second trial run in 2013, however, both were unsuccessful and 

thus it remained as a non-operational company since its incorporation in 

1991. Due to severely distressed financial and operational position of FPML, 
even its statutory auditors from 2012 onwards issued modified reports due to 

existence of material uncertainty casting serious doubt on the ability of FPML 

to continue as a going concern. 
However, the board of directors of lDW Sugar Mills, without informing the 

aforementioned material information to ordinary shareholders of MIN Sugar 

Mills Limited made a total equity investment of Rs. 3,154.43 million In FPML. 

Eventually, IOW Sugar Mills Limited recorded an aggregate impairment loss 

of Rs. 2584.37 million on this equity investment in FPML, as tabulated below: 
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Table- 49 .11)W Sugar Mills Limited's Equity Investment in FPML and Impairment Loss 

(Millions) 

taceramealaslansamill Hai 1010 72•17 Mal lin 
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541. From 2009 onwards Mr. lahangir Khan Tareen and his associates 

interchangeably held major shareholding in FPML amongst different 

companies under their control. (OW Sugar Mills Limited's equity investment 

in FPML increased from 38.397% to 57.667%. Meanwhile, Mr. lahangir Khan 

Tareen and Mr. Ali Khan Tareen fully liquidated their investments in FPML by 

the year 2013 and 2016, respectively, as tabulated below: - 

Table- 50,Shareholding bylahangir Khan Tareen and Associates in FPML (%) 
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Impairment 

542, International Accounting Standard — 36 defines that "an asset must not be 

carried in the financial statements at more than the highest amount to be 

recovered through Its use or sale. If the carrying amount exceeds the 

recoverable amount, the asset Is described as Impaired. The entity must 

reduce the carrying amount of the asset to its recoverable amount and 

recognize an impairment loss." Business assets should be tested for 

Impairment when a situation occurs that causes the asset to lose Value. 

Observations 

543. Mr. Jahangir Khan Tareen and Associates through JIM Sugar Mills Limited 

made equity investments of Rs. 1,484.15 million and Rs. 1,109.78 million in 
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2014 and 2016 respectively, despite possessing full knowledge of the fact 

regarding last trial production failure in 2013. On the contrary, FPML made 

no fixed capital expenditure to become commercially operational rather 

started selling its assets. 

No major event occurred in FPML that could have led to form the basis for 

JDW Sugar Mills Limited to record impairment loss later than 2014. It clearly 

shows that recording of impairment loss was delayed until 2016 just to have 

Rs. 3,154.43 million as equity investment from .10W Sugar Mills Limited in 

FPML. Thus, IDW Sugar Mills Limited financial statements failed to show true 

and fair view of the affairs of the company. 

Moreover, siphoning oflOW Sugar Mills Limited's funds through FPML, actual 

consideration paid by companies controlled by Mr. Jahangir Khan Tareen and 

his associates for frequent movement of shares of FPML amongst themselves 

and parties and the value recovered from selling the assets of FPML for Rg 

193 million during 2009-2019, remains a prime suspicion. 

It was responsibility of SECP to take cognizance of this irregularity. The 

matter was put up to the Executive Director (CSD), Mr. Abid Hussain who 

kept this case undecided for over! months without any justification In 2018. 

No evidence has been found in the record provided by SECP showing 

existence of any work, analysis or review etc. being carried out by or on his 

orders during these 7 months. He closed the case on November 29, 2018 

citing "the Auditor of JDW Sugar Mills Limited issued unqualified report in 

this regard and the company charged the impairment in 2016. In view of the 

above, the note is returned with no further action." 

Conclusion 

The perusal of this case warrants a full-fledged investigation into the affairs 

of .IDW Sugar Mills Limited and FPML to ascertain true and fair view of state 

of affairs of companies with focus of collection of all relevant evidence 

including books of accounts, relevant bank records, share transfer 

transactions, assets sale transactions etc. This scheme of recording 

impairrnent loss wrongfully and causing loss to public appears to have been 

done Intentionally and fraudulently, which entails detailed investigation and 

legal action against the CEO, Directors and Chief Accountant of JDW Sugar 

Mills Limited and FPML. 

The role of this Executive Director C5D-SECP) named Mr. Abid Hussain in this 

case is highly objectionable that must be investigated conclusively and 

independently. 

Recommendations 

The offences fall under the purview of; 

I. National Accountability Ordinance (NAO) 1999 

if. Pakistan Penal Code, 1860 

iii. Companies Act, 2017 
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The Government may refer the case to the relevant authorities as deemed 

appropriate. 

Cash withdrawals from1DW bank account by Mr. Roth' Waris, Rs. 2.59 billion 
ThelDW Audit Team reviewed the Cash Transaction reports of the Company 

as well as interviewed different officials of the Company wherein It transpired 

that during the period under review he. 2017-18, 2018,19 and the current 

year, an employee of the Company namely Mr. Amir Waris withdrew around 

Rs. 2,539700,000 from various bank accounts of the Company. The Team 

inquired from the management of the Company who attended the inquiry 

proceedings in this regard. 

It Is pertinent to mention that the Company has submitted a generic 

statement that these cash withdrawals relate to funding of centralized 

expenses like statutory payments, utilities, import clearance costs, salaries 

and wages, entertainment fuel, minor repair and maintenance and various 

day to day expenses. However, no specific detail regarding any single cash 

payment has been provided by the Company. 

The Team interviewed Aamir Waris, a cashier and rider of the Company, 

relating to cash withdrawals made by him from Company's bank accounts as 

well as various cash deposits made by him in the bank accounts of other 

associated companies and bank accounts of the director's and their families. 

He was specifically asked about some transactions wherein the amount 

withdrawn from the Company's bank account was deposited on the same day 

and the next days in the bank account of an associated company at the same 

branch at Lahore. Aamir responded that the cash deposited in the 

owners/associated company  bank accounts was taken by him to the branch 

whereas at the same time the cash withdrawn from the Company's hank 

account was taken back to the office. He further stated that various safe 

deposit boxes are present at the Company Office which separately contain 

cash related to the Company, the Company's associated companies and the 

company's directors. 

On a specimen basis, Aamir was asked about the following transaction 

performed by him at HBL Lahore whereby he withdrew Rs. 30 million from 

the bank account of the Company and deposited 28,500,000 in the account 

dig Dairies (Pyt) Limited: 

Table Si 

Transaction Date 
Transaction 
ArriOunt (PKR) Transaction Account Title 

201804-03 30,000,000 Withdrawal .IDW Sugar Mills• 
201804-03 6500.000 Deposit A DAIRIES PVT 
2018-04-05 5,500,000 Deposit A DAIRIES PVT 
2018-04-03 5,800,000 Deposit IK DAIRIES PVT 
2018-04-03 4,200,000 Deposit A DAIRIES PVT 
2018-04-05 3,SOfl, Deposit A DAIRIES PVT 
2018-04-03 2,000,000 Deposit A DAIRIES PVT 

7.8.S00,000 
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555 	Aamir responded that the cash deposited in 1K Dairies belonged to 1K Dairies 

and he brought it from the safe deposit box of 1K Dairies and the Rs. 30 

million withdrawn from the hank account of the Company was taken back to 

the office and placed in the safe deposit box of the Company. It was the 

contention of Company that the safe deposit boxes placed in the Company 

office all have separate cash, yet when asked whether there was any record 

kept of deposit or withdrawal from the safe boxes, the reply was in the 

negative. In other words, the defense taken was not plausible. 

556 The learn analyzed the total cash deposits made by Aamir Waris (Rs. 

1,299,1234)4) during  the period under review, a summary of which is 

presented below: 

Table 52 
Account title Amount Rs. 

ATE MANGO FARMS 419850,000 
lit DAIRIES PRIVATE UMITED 244625,000 
MAKHDOOM SY10,) AHMED MAHM000 197,408,578 
AU KHAN TAREEN 123,529,154 
RANA NASEEM AHMAD 79,007,121 
.11( SUGAR MILLS (PWRIMITED 78 500,000 
PRINCELYJETS PIWATE LIMITED 54,500,000 
MEHAR KHAN TAREEN 18,117,410 
SEHAR KHAN TAREEN 17,791,220 
MARIAM TAREEN SETHI 14,581,530 
An SUGAR MILLS 8,000,000 
JAHANGIR KHAN TAREEN 8,000,000 
HASAN MUNEE13 5,000,000 
SHAUKAT !MAXIM 4,249,979 
RANA U2AIR NASIM 3,860,926 
UNIVERSAL BROTHERS (PV1) LID 3,532,100 
50.0AD AHMAD EAKHRI 3,505,000 
AYN TRAPERS 3,090,000 
BELAL JAB BAR 3,000,000 
DEHARKI SUGAR MILLS PVT. LTD 2,850,000 
AL-KAREEM INTERNATIONAL TRAVEL 2,004000 
ALSIRA1 WELFARE 2,000000 

1,299,123,174 

Recommenda ions 

The cash transactions are totally inexplicable and warrant further 

investigation by SECP. 

Loss Rs. 3.6 Billion by.IDW on acquisition of .11( Farming Systems Ltd. (private 

company owned by director's family) 
1K Farming Systems Ltd. (hereinafterlEFSL) was a private company owned by 

11(1 Family. Its corporate farming assets were purchased by 1DW on 20th 

November 2013 after paying an amount of Rs. 2.135 Billion (Cash flow 

Statements of FY 2013/14). Rs. 1.93 Billion was paid directly by IOW out of its 
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funds while the remaining amount was paid was lOW after obtaining loans 

Is. 923 Million from Bank of Punjab and Faysal Bank (payable till June 2020). 

This purchase has been disclosed In the annual audited Financial Statement 

obILIW for the corresponding year. 

However, prior to this purchase by IDW, assets of the private family-owned 

business (.1KFSL) were revalued upwards by Rs. 1.2 Billion (revealed on 

examination of an MS Excel Working Sheet recovered by the Forensic Team 

from the deleted e-mail of Ali Saeed RAW). It seems that an amount of Rs. 1.2 

Billion was over-paid and transferred from a public limited company to the 

director's personal company. 

Review of the audited annual financial statements of .11(FSL after acquisition 
in 2014 by the JCIW reveals that this 'business segment 11(FSL) suffered a 

net-loss of Rs. 2.2 Billion, till 30th September 2019. 

Recommendation: 

It seems that an amount of As. 1.2 Billion was over-paid and transferred from 

a public limited company to the director's personal company. This 

transaction needs further investigation by the SELF. 

Extra Rate Charged by KM & Cash Transfer to Deharki Sugar Mills 
The Team came across ledgers of a broker Mr. Abad confiscated through 

seizure memo), wherein some sales of .IDW Group were recorded to a party 

(Shahbaz Kamahan) whereas the related sales proceeds were deposited in 

the Bank Accounts of Deharki Sugar Mills (Private) Limited (a wholly owned 

subsidiary of the Company). Further, the Team while reviewing the bank 

statements of the Company found out that huge amounts of cash were 

transferred to Deharki Sugar Mills while the financial statements of the 
Company reported a much smaller amount. 

563 

	

	During the year ended Sep 30, 2018, the Company transferred As. 2.7 billion 

to Deharkl Sugar Mills through banking channel, however, the financial 

statements only reported Rs. 319 million as outflows. Similarly, during the 

year ended Sep 30, 2019, the Company transferred Rs. 5.4 billion to Debark' 

Sugar Mills, however, the financial statements only reported Rs. 761 million 

as outflowsto Deharld.This raises serious suspicions as to the nature of funds 

transfer to Deharki Sugar Mills and whether they relate to excess sales 

proceeds transferred to a private company of the group. The Team in terms 
of letter dated April 30, 2020 has inquired from the Company Into the nature 

of these transactions, however, the Company could not provide any 
Justification for these transactions. 
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Ai perAudited Ammint As perAudttorl Account3 
30-sep-I9 30-Serls 

nflow SatiN bflowOt1ow, 
Shattenn advances - net 1,339,344„0:10 
Mu,kupixpt eon shut term eth,ences 150,193.9E19 0,130,227 
Mink tip Intorno on shortterm advances 7,36007 
Sile otsugyene 935,900,300 756,603,452 
Furth., e of bap= 513,,D70,191 276.508,138 
Relmbuesement on me of shrift 16,273,107 10.154061 
Penton land acquired on lei" &WSW 8,585.3,20 
Pumhautet prepetty, plentand equIprhent 930,700 927,606 
Purthautat tton, spare parts &In tact 74010422 
Sale DI storey spare parts &Loose tools 21.096.079 
Maras pecAudItethucaunts W6010,796 781,20%302 1,14051,321 319,266,071 
Asper Bank statements 'I or the period 4,006,418,503 5A37,354637 1,49,514,033 2,702,615,565 

Recommendation 

The nature of funds transfer to Deharki Sugar Mills nd whether hey relate t 

excess sales proceeds transferred to a private compan of the group or otherwise 

needs to be investigated by the SECO 

Inexplicable Financial Transactions of Al Arabia Sugar Mills with Associated 

Companies 

The bank accounts statements of the mill were reviewed and observed that 

numerous transactions having value of more than one million were made 

between the Company and its Associated Company namely Ramzan Sugar 

Mill through Habib Bank operated by Head Office of Company. During the 

period from July 2017 to March 2020, the Company received funds 

amounting to 1152313,600.000/-  in this bank account from Ramzan Sugar Mills 

whereas in the same perlod, Company transferred funds amounting to Rs. 

519484,646/- to Ramzan Sugar Mills from the said account. After analyzing 

the details as provided by the Bank, it is observed that during the three-year 

period transactions with Ramzan Sugar Mills Limited are as follows: 
Table 53 

Year TRANSFERS 
Rs in mifikn 

RECEIPTS OTHER THAN LOAN 
Rs in million 

2017-2018 1,195.29 231.38 
2018-2019 120.44 270.75 
2019-2020 294.36 153.04 
TOTAL 1,610.09 655.97 

From the above table for year 2017-2018 the total transfers to Ramzan Sugar 

Mill is Rs. 1.195 billion, these transactions have not been disclosed in any 

financial statement of the company although transferred through banking 

channel. 

Similarly, the ba king transactions of Al-Arabia show that the Company has 

transferred Rs. 402 million to Sharif Feeds Mills Ltd. and Sharif Dairy Farms 

Ltd. and received back only Rs. 98 million during the period 2017-2020. 
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Recommendation 

These are suspicious transactions of huge amounts and warrant further 

Inquiry by SECP. 

Inexplicable Financial Transactions of Ali Traders with Alliance Sugar Mills 
Ali Traders Is main broker of the Alliance Sugar Mill. Its found from the Mills' 

record that that almost 92% of total local sales of Alliance Sugar is done 

through All Traders. However, against total sales during the years 2017-18 to 

2019-20, which amounts to Rs.15 billion, through All Traders, the Company 

has received Rs.18.4 billion. The additional payment of As. 3.4 Billion is not 

explainable. 

During the same period, the record of the Company shows that the Company 

has paid Rs. 2.25 billion to Ali Traders through Cash Payment Vouchers (CPV). 

Mr. Mad Hussain, owner of AN Trader was summoned to appear before the 

Commission, but he chose not to. 

The Company was also given an opportunity of hearing on May 10, 2020 

before the Commission and was asked to respond on the query related to 

over receipts from All Traders against the sales and payments made to All 

Traders. The response of the Company has not been found plausible. 

DESCSIIPTION 
20174018 20184019 20194020 

BAGS VALUE VALUE BAGS VALUE 

Au Tiader 1,333,400 3.793.790„710 
94 

33924,623 0,964,909,074 92  639.08, 2.213,376A83 95  

11421SidiS 1,401430 tkaakssams 2,186,8013 ,6fll0,0GL 671,460 6436A0G485 

RECEIVES 

FROM Au 
TRAMPS 

2499,743,323  2.29,341,613 3,744,908,094 

RA113E1119 

MADE TO AU 
TRADERS 

1428,584,147 280,142,731 

Reference:Affiance All Traders General (Suer 

Recommendat ons: 
The additional payments of As. 3.4 Billion to the company by Mr. Mad 

Hussain and the financial transactions of Rs. 2.25 Billion CPV from company 

to Mr. Mad Hussain are not explainable and therefore need to be 

investigated in detail. 

Conclusion and Recommendations 
The following urgent policy-level actions/ corrective measures are indicated: 
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Protection of sugarcane vs. crop area especially in the light of illegally 

enhanced crushing capacities of Sugar Mills 

II. Direct Banking Payments Systems for bona fide cane-growers, not 

commission-agents 

IR-readable barcode TAG on every sugar-bag produced for 

transparent documentation of sugar-production and sale/ supply 

chain trails off-line/ online-monitoring by FBR 

Mandatory registration of Brokers, Sugar Dealers, Whole-sellers with 

NTN & STRN linked to their bank accounts with mandatory 

registration of go-down and automated online inventory management 

system 

Restoration of annual mandatory 3ff party cost-audit requirement 

coupled with onsite and off-site examination/ investigation of all 

Sugar Mills by SECP over the next three years 

Determination of sucrose-recovery percentage of sugar by PCSIR & 

NARC for various variety/areas to be published on-line every year 

before start of crushing and premium-based recovery %age incentives 

for hone fide farmers 

Online-declaration of constant Ex-Mill price for one year by every Mill 

through PSMA/ Sugar Advisory Board at the close of annual crushing 

season, after Independent 3rd party cost-analysis through Ministry of 

Finance/ Industries 
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In pursuance of the Notification of the Ministry of interior no. F.5/14/2020-
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Section 2 

576. This Section provides the financial and tax analysis of each company as well 
as the index of analysis and observation in the Togs. 

Al-Arabia Sugar Mills Limited 
Year of Incorporation: 2016 
Registered Address: 55-K, Model Town, Lahore. 
Paid up capital: As per Form-A Ned upto 26-1-2018;The Company's paid-up number 
of shares is 620,000 of Rs. 10 each i.e. Rs. 6.2 million. Also the Company has Issued 
preference shares to financial institutions 24,781,557 of Rs. 10 each amounting to 
Rs. 247.81 million. 
Principal Business of the Company: The Company Is engaged in the business of 
Sugar and Allied. 
Auditor of the Company: Kaleem & Company, Chartered Accountants 
Mandel Statements: 2018 and 2019 (unaudited) 

MAJOR OBSERVATIONS: 

Sr. 
No. 

MAJOR OBSERVATIONS: TOR No. Para No. 

Road Assets: Depreciation cost should not be 
included in the Cost of Production 

E 49 

 Shortage of Sugar Pledged Stock 0 332 

 Benami Transactions and profits a 406-407 

 Falsification of Accounts and Double/Parallel 

Record Keeping 

s 468469 

 Advances from customer S 480-434 

 Stock in trade: Under reporting of Sugar 

Production 
s 484 

Director for the years 2018, 2019 and 2020: 

S. No. Name Designation 

1 Nusrat Shehbaz Director 

2 Suleman Shehbaz Sheaf Director / CEO 

Muhammad Usman Director (nominee of Raman Sugar) 
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Shareholders for the years 2018, 2019 and 2020: 
Sr No Name of Shareholders No of Shares 

Hamza Shehbaz Shatif 155,000 
2 Suleman Shehbaz Sharif Director/ CEO 155800 

Mrs. Nusrat Shehbaz, Director 1,000 
4 Mrs. Zainab Suleman 10,000 
5 Ramzan Sugar Mills Limited 269,990 
6 Mart` Feed Mills Limited 29,000 
7 Muhammad Usman', Director 10 

TOTAL 620,000 

Preference Shares and Loans: 
The Company has also issued 2478 million Preference Shares National Bank 

of Pakistan, Bank of Punjab, Sindh Bank, Summit Bank and MCB Bank as a settlement 

of markup on privately placed TFCs (for overdue amounts of PPTFC of Abduliah Sugar 

Mills). Additionally the Company is heavily leveraged from the financing from the 

Financial institution thorough long term the short term loans. Breakup of Company's 

banking loans is as follows: 

Privately Placed TfCs 	 Rs. 1,726.34 million 
Syndicated Term Finance Facility-I for BMR 	Rs. 978.50 million; 

C) Syndicated Term Finance Facility-II for BMR 	Rs. 625 million; 
d) Short Term Loans 	 is. 2038 million 

In addition to above, the Company also outstanding loans from its associated 
company amounting Rs. 885 million from Sharif Feed Mills Limited arid Ramzan 
Sugar Mills Limited. However it has been noted that the loan obtained from hanks is 
for BMR for enhancing the capacity of the Mill from 8000 TCD to 11,000 TO despite 
ban imposed by the Government of Punjab since 2006 on the enhancement of the 
capacity. 

Gross Misstatement: 
The undisclosed sales for 15,400 bags amounts to Rs. 44 million in 

2019According to the Not Reported sales during 2019-20, the amount of sales 
through different brokers amounted to Rs. 809 million and the remaining sales 
were made as a•adjustment with growers for purchase of cane amounting to 	Rs. 
126 million. 

Key Financial Ratios: 

Gross Profit Margin 2.91% 1.67% 

Net Profit Margin 0.17% -13.24% 

EMMA Margin 2.79% 10.30% 
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Liquidity Ratio 

Current Ratio 1.00 0.91 

Acid Test Ratio 0.05 0.01 

Leverage Ratios 

Debt Ratio 0.69 033 

Debt to Equity 10.30 (467.77) 

Asset Turnover Ratio 0.12 0.56 

Inventory Turnover Ratio 1.03 3.19 

Accounts Payable ratio 1.27 0.82 

Horizontal and Vertical Analysis: 

Detailed Horizontal and Vertical analysis of Balance Sheet and Profit and Loss 

Account for the years ended 2018 & 2019 are tabulated as under:- 
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3209582,071 9828450.382 33% 
773 583.351 259349.819 10% 825,049,019 12% 
19131.677 162 048.211 2% 164,000.409 2% 

42% 
	

48% 

Cefened &ham 
	 2255 	 0.Z% 

CURRENT 119111111IFS  
Corentporgon ofhio teem Eabigat 
Shona:flame 
Trade ere agar payables 
Aceired nonce coal 
MPS payable 
Due to aaseciated under029.8a 

32E96119 365935,684 4% 4O3,S5.322 5% 
- 2.032.561A75 19% 

714,092264 2,075,017.833 23% 1,574214.871 21% 
... 138,770,581 2% 3.3980.195 9% 
- 43,773,409 IS 

64 599,900 - - 29.101.478 
852,472950 	4,655659,022 

ITITALEQUITYAND LL4B11111:119 
	

9424,225,913 
	

106% 	9602.10930 	I00% 

BALANCE suer VERTICAL ANALYSIS 
117 NB MS 

%age Bo.%age 

ASSETS 

NON -CURRENT ASSETS 

reePe955 Plan e0090Tra 
Laag lean degas% 
Deferral %%asset 

CEMENT ASSETS  
Stores, spares & base mak 
Stock % trade 
13%60 asset 
Advances, deposie, peepayment & ©Orr recegabks 
Due from assuaged adeztaldeg5 
Cash& bank balances 

TOTAL ASSETS 

3E49,045,216 4,501,604,596 49% 2982,802,577 79% 
1,888,600 - 

- 
3,950,933,816 	4,501,604,596 	49% 	5,982,802,577 	79% 

225,987,506 695,533,801 8% 42941,004 1% 
- 1,692,195,885 18% 1,208,652,359 16% 

2,039,607 5,742,059 0.1% 11,852082 0.2% 
1238E82401 2,018,694,173 22% 315,469,036 4% 

- 208,488,813 2% 
6,383,583 39789,799 0.4% 36,083,305 0.5% 

1473,292,097 	4,660,449,530 	51% 	1.620,002,786 	21% 

5,424,225,913 	9,162,1149 126 	100% 	7,602,805,363 	100% 
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Sales * 

Cost of sales* 

Gross profit 

Adnigstrathe expenses 
Operating (Masi/profit 

France cost** 

Workers' pro& partkapation Rad 
Workers we 	Red 

Loss before Taxation 

Profit/Loss after Taxation 

3,316,642  

(3,316,642) 

(3,316,642) 

(3316.64R 

16,642) 

(3,316,642) 

2918 2019 2617 
PRLI FTFRIASS 

18111VS2017 2619 VS 2$1S 
[ 

HORIZONTAL ANALYSIS Rs Rs Rs 
(9161,0 04•1419 

893.792,917 100% 4691,914,447 425% 

867,820.213 100% 4613,578,184 432% 

25,972,704 100% 78,336,263 202% 

13,314,038 301% 70,491,403 429% 

12,658,666 -482% 7,844,860 -38% 

439,426,334 100% 570,641,016 30% 

(426,767,668) 12767% (562,796,156) 32% 

1,588 100% 

(426,767,668) 12767% (562,794,568) 32% 

(426,767,668) 12767% (562,794,568) 32% 

(11,172,411) 100% (58,648,931) 425% 

(437,940,079) 13104% (621,443,499) 

amounts for year 2018 for Sales and Cast of Saks were disclosed as TEST RUN and rendtani profit is ad fluted/ 
capitalized in the Fixed Assets. For comparison purposes. these are reckssilied hen 

** amount of Finance Cost foryear 2018 has been copi,aItzed/was?e4L Fixed Assets. For comparison purposes, this 
amount ft rechnsglied here. 
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Workers' profit pareLtaiim 5mcl 
Workers' welfitrc Lid 
Lou before Taxation 

Taxation 

Profit/loss after Taxation 

(3,316,642) (426,767.668) -48% (562.794,568) -12% 

(11,172,411) (58.648,931) 

(3,316,642) (437,940,079) -49.0% 021,443,499) -13% 

7017 ZOIS 21119 PROFIT & LOSS VE2C11CAL 
ANALYSIS S. RN. 1 Rt. I 'Gar S‘21F 

893,792917 100% 4,691,914,447 100% 
867 820,213 97% 4613,578184 98% 
25,972,704 3% 78,336,263 2% 

3.316 642 13 314,038 1% 70,491,403 2% 

(3,3 6,642) 12,658,666 1% 7,844,860 0.2% 

439,426,334 49% 570,641,016 12% 
(3,316,642) (426,767,668) -48% (562,796,156) -12% 

0% 1.588 0.0% 
(3,316,642) (426,767,668) -48% (562.794568) -12% 

Saks* 
Cost of saks 
Gross profit 

Administrative expenses 

°Panting (1030/Profit 

Emote cost** 

Othr Ito= 

* amounts for year 2018 for Sal e mut Cost of Sales were disclosed as MST RUN and resultant profit is adjusted' 
capitalized in the Fired Assess. For comparison purposes, these are reclassified here 

mom., of Finance Cost for year 2018 has been capitalized/adjusted in Fixed Assets. For comparisonpurposes. this 
amount 

 
is reelass Wed here 
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BALANCE SHEET HORIZONTAL ANALYSIS 

an TM NE 

irs ita 
2flSV itt 

(%aw) 
BMW ME 

Mara 

InuAlsubscAnd & pail-up %pi% 6200,000 6900.000 0% 6209000 0% 

814554 84900  money 0% 329,757,036 0% 
PAELLA% shares 247,819570 301.386.020 22% 301,389020 0% 
Urappropriated loss (3,316942) (27993,090 738% (649246,590) 2235% 

580.455.964 	609.539965 5% 	(11903.534) 

LAE term loans 3901,582,071 2,828,550,382 -12% 2,628,277,087 
Die to assotiEcd tmdcrtekis4 - Um:cured 775,583,351 885,849,819 10% 885,849,819 0% 
LabAks again aseeu abject% Tyre kase 1089% 164,808,489 

Deferred Isabilides 
	

14401927 
	

14491.727  

CURRANT LIM] 
Erre% par%n ofAng 95,4609995 3,780.686 365,5359E4 9569% 403,885922 10% 
96/4 teirn bans - L456.240.788 
Track and other payabks 784992264 2,075912833 165% 1,574,114.871 
Mewed Filo= 4,54 138.770,581 399,380,385 188% 
Tans paplik 43.773.449 . 58,648931 
Due to associated uodertaldngs 6459990  - 200% 29,109478 - 

TOTAL EQUEA AND LIABILIT1F,S 

852972950 	,655659,022 

5 424229913 	969049A26  

-416% 3,991979775 

69%  7902,805963   

BALANCE SHEET HORIZONTAL ANALYSIS 
IST 

BA HA 
3111 VS IME 

RA 
Elf VS 2ILI 

0I•RO 

ASSETS 

NON - 0$111192 ASSETS 

7998$021715449 40412418% 
14118141519141144  
Detned hues% 

CURRENT ASSETS  
SERA Spun & hese tools 
Stock iota& 
1312599 assets 

498,940.81$9,99, prepaynno & der recrnablE 
Et from assockixd uodenahogg 
Cash & bath balances 

TOTAL ASSETS 

3.949949216 4,501,644,596 1474  95824921377  
1.888E90 100% 

33321 
0% 

0% 
4901, 6 
	

14% 9982902977 
	

33% 

229987.506 
- 

695939801 
1.692.195,885 

208% 
- 

47,941904 
9708,652,359 

2,039,607 5,742.059 182% 11,857987 1068, 
1.238481,901 2,018,694,173 63% 315469,036 

- 208.486.813 - , 
6483,583 39,789,799 523% 30003,305 

1,473292,097 4,660,444530 216% 1,630,004786 

5.424.225,913 9,162,049,126 69% 790211119163 
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BALANCE SHOT 1111111ICAL ANALYSIS 
WA 

%age Ri. %age 

SHARE CAPITAL AND RESERVES 
lasmd, coMmiecd & =imp capaal 
Sham dem= =my 
=km= shmes 
Umpproprithad loss 

6200030 
329,757-036 
247.8] 5,570 

6200000 
329,757,036 
301.386.010 
127303,091/ 

0.1% 
4% 
1% 

-03% 

3396:725776i 
301 38=20 

(649,246,590 

4%  
4% 

580.455.954 	609,539,965 
	

7% 	01.903,534) 

JON - CURRENT LIABILITIES  
Long term bans 
Due Massechad undwakim Unsecured 
Lathan =1st assets aubjeci to =se lease 

33015532,071 2,8.26550382 31% 2628,277007 35% 
775683351 855,346319 0% 885.849.819 12% 

14.131.677 168.3485211 2% 64.808.489 1% 
3,991357,099 
	

3.833,443,413 
	

3,676936395 
	

4854 

Deferred &harts 

CURRENT LIABILITIES  
Cur= porton ofbog torml6tribm 
Short irrol barn 
Ira& and et= payalt 
Ancal Wm= cost 
Taxes payabh 
Dm to asamidocl =Maki=  

14.401.727 

3,786666 155335,684 4% 403.885322 5% 
- 19% 

21% 
- 138370,581 2% 399380,385 5% 

1% 
64,599 900 . - 29,101.478 04% 

  

856472,050 	4.656659,022 1,371,775 	52% 

    

    

TOTAL EQUITY MW LIABILITIES 5,424 225 013 	9161,049436 	100% 	7.606805243 	100% 

  

          

BALANCE SHUT VERTICAL ANALYSIS 

  

2E7 

  

2411 

  

210 

  

Rs. 

 

Rs. 

 

%age 

  

         

         

          

ASSETS 

NON - CURRENT ASSETS 

1310119411,10111R &win 
thug ternplepots 
Dermal tax asset 

CURRENT ASSETS  
Stores, spares & Rose took 
Stock in trade 
Bisiggical assets 
Merges, &Tons, pseparas & other seceisables 
Due from emceed Serialises 
Cash& bases Hewes 

3,949,04E216 4,501,604,596 49% 5,912,10E577 79% 
1,888,600 - 

3,950,933E16 4,501,604,596 49% 5,982,802,577 79% 

225,987E06 695E3E801 8% 47,941,004 1% 
1,692,195,885 18%. 1,208,65E359 16% 

2,03E607 5,742,059 01% 11,857,082 0a% 
1,238E81,401 2,018,694,173 22% 315,469,03 4% 

. 208,481,813 2% - - 
6,383E83 39,789,799 OA% 36,083,305 0.5% 

1,47E292,097 	4,660,444,530 	51% 	1,620,002,786 	21% 

TOTAL ASSETS 	 5,414,215,91.3 	9,162,049,126 	100% 	7,602,805XE 	10034  
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PROFS& LOSS VERTICAL 
ANA MS   

Sat * 
Cost croaks 
Gross prone 

Adninistretive expenses 
OPeration tiossaprolk 

%taw 

Other mcome 

Worker? pm% panwpanonfued 
Worker? welbre Wad 
Loss Ware Tarttlelli 

29111 2819 
SLOP 

867.820213 
4,691,919,447 
4.613.578.184 

100% 
98% 

1.00% 
97% 
3% 	78,336.263 

1% 

2% 

2% 
1% 	7.44.860  

49% 12% 
(426,767.668) (562.796.156) 

0% 	 1,5813 
(426,767,668) (3627944568) 

(426,767.668) 

(11,172,411) (56648,931) -1% 

21117 

3,316,642 
(3.316,642) 

(3.316.642) 

(3,316,642) 

(3.316.642) 

Musts 

Srofitolsass alter TI1L110.11 

amounts for year 2018 for Sales and Cost of Salez wer relisclaved as TEST RUN and 'anthem( prof& is acquileelf 
capitalized In the Fixed Assets. For compaton purpose-v..6mm. ore P.otan•yried here 

•• amount of Finance Cosl for year 2018 has hem capthdix-reltdjusled in Fixed Assets. For comparts.on pufposes. IhA 
amount is recloastraed here 

PROFIT &Loss 
IMMZONTAL ANALYSIS Rs Rs 30111VS 2517 

Nine 
Rs 

MIS VS ZIIS  
(Vat.) 

Sales ' 100% 0,691,910,047 425% 
Cost °feats e67 820 213 100% 4-613,578284 432% 
Cit.. profit 2%972.704 100% 78.336,263 202% 

Arkmentralwe %Tenses 301% 70,491,403 429% 
°Pelmet% tiossYprefit (3,316,642) 12.658,666 .482% 7.844.860 

F barCe COSI** 100% 570,641 016 30% 
(3,316.642) (426,767,668) 12767% (562.796,156) 32% 

Other iwome • 100% 

(3216.642) (426,767.668) 12767% (562,794.568) 32% 

Worker& profit partotiabon 
Workers' welfare Enrni 
Loss before Texellen (3,316,642) (426267,668) 12767% (562.794.36e) 32% 

Taxation (11272.411) 158448,931) 425% 

Profit/Loss alter Taxation 131044 42% 

amounts for year 2018Jbr Soles and Cost c/ Sales $vere disclosed as TEST RUN and rathatli profit is at/fluted/ 
capitalaed In the Fixed Assns. For comparison purposes. these are reclossil led here 

"amount ofFthance Cosi/iv yeue 2078 has been capitallzed'adJuned In Fixed Acsets. For comparison proposes, this 
amount Es reclassVied here. 
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MAJOR OBSERVATIONS REGARDING TAX: 

The financial period from October 'Ito September 18, for Income Tax Return 

pertains to Tax Year 2019. In Income Tax Return for the said tax year, the taxpayer 

declared Accounting profit/Loss to the tune of Rs. (13,314,038). It pertinent to 

mention that the taxpayer declared huge losses amounting to Rs. (20,673,354) after 

taking Into account the admissible expenses i.e. Tax Depreciation / Initial Allowance 

and others and inadmissible deduction which is allowed under section 20 & 21 of the 

Ordinance. The detail is as under: 

Accounting Profit / (Loss) (13,314,03B) 

Inadmissible deductions: 2807,225 

Add Backs Accounting 
Depreciation 

2807,225 

Admissible Deductions: 9,166,541 

Tax Depreciation / Initial 
Allowance for Current Year 

9156,541 

Income/(Loss) from Business (20,673,354) 

To ascertain the tax liability of the taxpayer, higher of the Normal Income 

Tax, Minimum Tax and Alternate Corporate tax should be taken into account and 

then tax credit u/s 65B should be allowed as deduction which reduces the tax 

liability. merest of the liability can be set off against the withholding Income ax and 

advance Income Tax paid (if any) and created the refundable Income t x. The 

detail ft as under: 

Normal Income Tax 

Turnover/Tax Chargeable urn 113 R21.25% 11,172,411 

ciAccounting Profit/Tax Chargeable u/s 113C 

017% 

Higher Of A,B,C (Tax liability) adna 
Tax Credits / Tax Credit for Non-Equlty Investment 

in Plant and Machinery u/s 656 

11,172,411 

Withholding Income Tax 50,547,461 

Advance Income tax 14,000,000 

Refundable Income Tax (55,996,559)  
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Findings and Recommendations: 

Tax Year NIB  

The taxpayer's company was registered on 09.12.2016 with income tax and 

for sales tax on 27.122016. Being sugar industry, the taxpayer's company follows 

the special tax year started from 1st October to 30th September. 

Tax Year 2019  

The taxpayer e-filed return, declaring loss amounting to Rs. (20673) Million. 

The return tiled was deemed to have been assessed u/s 120(1) of the Income Tax 

Ordinance, 2001. Assessment record has been examined, which needs alteration as 

the assessment Is erroneous in so far as pre-judicial to the interest of revenue on 

account of following reasons: 

The taxpayer claimed depreciation initial allowance amounting to Rs. 

9.166 (M). Since, no business was conducted during the year hence, plant 

and machinery were also not used for production. Therefore, 

inadmissible allowance amounting to Rs. 9.166 (M) is required to be 

probed in terms of section 22 and 23 of the Income Tax Ordinance, 2001. 

As per Note 27 of Financial accounts, Salary wages and other benefits 

amounting to Rs. 323.961 (M) were shown, which Includes an amount of 

Rs. 13.497 (M) on account of provision of gratuity fund. The taxpayer is 

not maintaining approved gratuity fund, hence, the provision so claimed 

is liable to be probed in terms of section 21(e) of the Income Tax 

Ordinance, 2001. 

The taxpayer has claimed adjustable tax amounting to Rs. 8.943(M) under 

section 1.53(1)(a) of the Income Tax Ordinance, 2001, despite the fact that 

no manufacturing activity took place during the year. Therefore, the tax 

deductions so claimed falls under the ambit of FTR. 

The taxpayer has claimed charity and donations amounting to Rs. 2.161 

(M) as straight deduction In contravention of section 61 of the Income 

Tax Ordinance, 2001 which states that the tax credit against declaration is 

allowable subject to fulfillment of the conditions laid down in the said 

section. 
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Alliance Sugar Mills (Private) Limited 
Year of Incorporation: 3l May 2011 
Registered Address: 3-B, Nisar Road, Nisar Colony, Lahore Gantt., Lahore 
Paid up capital: Rupees 1,439,000,300/- (143,900,030 ordinary shares of Rs. 10/- 
ea chl 

Principal Business of the Company: Sugar and allied. 
Auditor of the Company: gin Ahmad & Company, Chartered Accountants 
Financial Statements: 2018 and 2019 (Unaudited) 

MAJOR OBSERVATIONS: 

S. No. Major Observations TOR No. Para No. 

 Shortage of pledged stock 0 336 

 Benami Sales of Alliance Sugar Mills Q 401-405 

 Purchase of Sugarcane below the 

minimum support price 

S 420 

 Illegal weight deductions by sugar mIlls to 

pay less to the farmers (against non-
variety sugarcane) 

S 447 

 Effect of high debt/equity ratio on cost of 

production 

5 507 

Directors for the years 2018 2019 and 2020: 
5.No. Names of Directors/Chief Executive DesloatIon 

Director /CEO 1 TarlIclawaid 
2 Mrs. Nasreen Fatima Director 
3 Omar Farooq Director 

4 Abdul Shakoor Khan Director 

Shareholders for he years 2018, 2019 and 2020: 
511. 
NO. 

Name 
Shares 

1 Tariklawaid, Director /CEO 10 

2 Mrs. Nasreen Fatima, Director 1 

Omar Farocab Director 9 

4 Abdul Shakoor Khan, Director 10 

5 RYK Mills Limited 143,900,000 
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Key Financial Ratios' 

Ratios Fr 2011-18 FY 2018-19 

ASTIAtti OA INVIellYIENT: 12% 596 
Net Profit 298,101,483 152,685,687 
Total Equity 2,393598,389 2,544555,290 

talle0ITYRURRENTRATIO: 0.89 0.87 
Current Assets 5,968,418,098 4,177,129,745 
Current Liabllitles 5,732,809,639 4,807,313,837 

LONG TERM - LEVERAGE Reno: 0.30 0.33 
Long Term Debt 1,004788847 1256,656,917 
Total Equity 2,393598,389 2,544,555,290 

TOTAL DEBT- Lavationc Pomo 0.74 0.61 
Long Term +Short Term Debt 6,648,506,241 4,044,014,353 
Total Equity 2,393,598,389 2,544,555,290 

EFFInctice Remo: 3% 2% 
Net Profit 298,101,483 152,685,687 
Total Assets 10301,359,046 8,739267,179 

Horizontal and Vertical Analysis: 

Detailed Horizontal and Vertical analysis of Balance Sheet and Profit and Loss 

Account for the years ended 2018 & 2019 are tabulated as under- 

Horizontal and Vertical Analysis of the Balance Sheet: 

Rupees in thousands 

2917 

Non-Current Assets 

Property, plant and equipment 4,326,400 4,327,693 4103% 

Long term security deposits 6,541 3,706 77% 

Current Assets 

Stores, spare parrs and loose toals 120,249 94,205 28% 

Stock-in-trade 3,975,441 3,925,457 1% 

Trade debts 17,159 0.00% 

Other current assets 1,855,569 1,092,111 70% 

Total Assets 10,301,359 9,443,171 
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Shareholders Equity 2,393,598 2,097,591 14% 

Non-Current Liabilities 

Long term financing 982,786 1,518,001 -35% 
Other non-current liabilities 192165 243014 -21% 

Current Liabilities 

Short term borrowings 5,643,717 4,972,818 13% 

Current portion of non-current liabilities 540,106 382,225 41% 

Other current liabilities 548,986 229,522 139% 

Total Equity and Liabilities 10,301,359 9,443371 

(Rupees in thousands) 

. 
" = MIR 

Verna 
Analysis 

Non-Current Assets 

Property plant and equipment 4,326,400 42.00% 

Long term security deposits 6,541 0.06% 

Current Assets 

Stores, spare parts and loose tools 120,249 1.17% 
Stock-in-trade 3,975,441 38.59% 

Trade debts 17,159 0.17% 

Other current assets 1,855,569 1801% 

Total Assets 10,301,359 100% 

Shareholder& Equity 2393598 23.24% 

Non-Current Liabilities 

Long term financing 982,786 9.54% 

Other non-current Rabillties 192,165 1.87% 

Current Liabilities 

Shortterm borrowings• 5,643,717 54.79% 

Current portion of non-current liabilities 540,106 5.24% 

Other current liabilities 548,986 5.33% 

Total Equity and Liabilities 10,301,359 100% 
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Horizontal and Vertical Analysis of the Profit and Loss Sta ement: 

Sales 6,609,505 2522,209 162% 

Gross Profit 1115,002 515,724 116% 

MOJA 1,273,074 814,428 56% 

Distribution expenses 85,654 15,735 444% 

Administrative expenses 143,292 100,474 43% 

Other expenses 14,189 2,772 412% 

Financial expenses 724,028 471,146 54% 

Other Income 82,183 104,583 41% 

Profit Before Tax 230,022 30,180 662% 

Profit After Tax 298,101 10718 174% 

Sales 6609,505 100.00% 

Gross Profit 1115,002 16.87% 

1273,074 19.26% ELIRDA 

Distribution expenses 85,654 1.30% 

Administrative expenses 143,292 2.17% 

Other expenses 14,189 0.21% 

Financial expenses 724,028 10.95% 

Other Income 82,183 1.24% 

Profit Before Tax 230,022 3.48% 

Profit After Tax 298,101 4.51% 

Horizontal and Vertical Analysis of the Balance Sheet: 

Rupees In thousands 

Non-Current Assets 

Property, plant and equipment 4,552,148 4,326,900 5% 

Long term security deposit 9,989 6,541 53% 

Current Assein 

Stores, spare parts and loose tools 139,146 120,249 16% 

Stock-in-trade 2293,270 3,975441 -42% 

Trade debts 452,108 17 159 2,534% 

Other current assets 1,292,605 1,855,569 -30% 
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Total Assets 3,739,267 10,301,359 

Shareholders' Equity 2,544,555 2,393,598 6% 

Non-Current Liabilities 

Long term financing 1,221,304 9E12,786 24% 

Other non-current liabilities 166,094 192,165 -13% 

Current Liabilities 

Short term borrowings 2,787,357 5,643,717 -51% 

Current portion of non-current liabilities 834,025 540,106 54% 

Other current liabilities 1,185,931 548,936 116% 

Total Equity and Liabilities 8,739,267 10,301,359 

mi
(Rupeeskrthousarids) 

Non-Current Assets 

Property, plant and equipment 4,552,148 52.09% 

Long term security deposits 9 989 0.11% 

Current Assets 

139,146 1.59% Stores, spare parts and loose tools 

Stock-In-trade 2293,270 26.24% 

Trade debts 452,108 5.17% 

Other current assets 1,292,605 14.79% 

Total Assets 8,739,267 100% 

Shareholders Equity 2,544,555 29.12% 

Non-Current Liabilities 

Long term financing 1,221,304- 13.97% 

Other non-current liabilities 166,094 1.90% 

Current Liabilities 

Short term borrowings 2,787,357 31.89% 

Current portion of non-current liabilities 834,025 9.54% 

Other current liabilities 1,185,931 13.57% 

Total Equity and Liabilities 8,739.262  100% 
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Horizontal and Vertical Analysis of the Profit and Loss St tement: 

Sales 9.246,115 00% 6,609,505 

Gross Profit 1,557,407 1,115,002 40% 

EBITDA 1,486,997 1,273,074 17% 

Distribution expenses 32,368 85,654 -62% 

Administrative expenses 169,996 143,292 19% 

Other expenses 66,031 14,189 365% 

Financial expenses 1 058 234 724,028 46% 

Other Income 10,700 82,183 -87% 

Profit Before Tax 241,479 230,022 

Prat After Tax 152,686 298,101 -49% 

Sales 9,246,115 101300% 

Gross Profit 1,557,407 16.84% 

EBITDA 1,486,997 16.08% 

Distribution expenses 32,368 0.35% 

Administrative expenses 169,996 1.84% 

Other expenses 66,031 0.71% 

Financial expenses 1058,234 11.45% 

Other Income 10,700 0.12% 

Profit Before Tax 241,479 2.61% 

Profit After Tax 152,686 1.65% 

MAJOR OBSERVATIONS REGARDING TAX: 

Analysis of Income Tax Declaration: 

Analysis of Income Tax return flied by the company for tax year 2019 show following 

results: 

Tall years 2019 

Special Tax Year/Period 01-0C-2017 - 30-Sep-2018 

Grow Revenue 6,609,504,614 

Domestic Sales 3,933,647,235 

&Toll Sales 2,675,857,379 

Cost of sales 5,494,502,132 

Opening Stock 3,93%9E2,914 

Net Purchases 4,895,t43,79 

Consumed 4,844359,714 

Direct Expenses 650,142,418 

Closing Stock 3,981,766,579 

Grass Profit 14115,0644112 
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Other Revenues 82,183,280 

Share In Taxed AOP 

Management, Administrative, Selling fit 
Mandel Expenses ('rid. Mandel Charges) 

H96,084,415 

Pratt on Debt ( Financial cherPSI 724,077,760 

Other Indirect Expenses 

4taC0-."-ri 	alto*. 
Inadmissible deductions: 215,650,052 

Add Backs Provision for Obsolete Stocks / 
Stores /Spann / Fixed Assets 

L522,332 

Add Backs u/s 21.0) Provision for Reserves / 
Funds.  /Amount tarried to Reserves / Funds 
or Capitalized 

25,791,989 

Add Backs Tax Gain on Sale of Assets 2,993,614 
Other Inadmissible Deductions 2,375,151 

Add Backs Accounting Depreciation 182865,966 

AdmWble Deductions: 472,209,914 

Tex Depreciation / Initial Allowance for 
Current Year 

374,043,551 

Other Admissible Deductions 97,197,502 

Tax (Loss) on Sale of Assets 968,861 

Unabsorbed Tax Depredation for Previous 
Years 

Income loss) from Buskins 

The Income Tax Return for the said tax year show that the company has declared 

nominal income amounting to Rs. 44,541,435 after taking into account the 

admissible expenses. 

2011 2018 2019 

GP Ratio 17.89% 20.10% 16.87% 

Cast of Sales to Sales Ratio 82.11% 79.90% 83.13% 

Raw Material to Cost Ratio 88.59% 77.29% 88.17% 

Tax Depreciation to Gross Revenue Ratio 19.29% 5.66% 8.97% 

Financial 	Charges 	to 	Total 	Indirect 

Expenses Ratio 

69.51% 81.36% 80.80% 

As can be seen above, the financial charge claimed by he company are very 

huge which indicates Its pledging or loan facilities from the banks. The company 

shows83.13% cost of sales to sales ration which I on higher side for tax year 2019. 

Major part of cost of sales Is the purchase of sugar cane which Is undocumented and 
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hence all the companies, including Alliance Sugar Mills has roam to manipulate its 

oast of sales. 

Similarly, Alliance Sugar Mills has also availed the tax credits u/s 65 B of 

Income Tax Ordinance, 2001 and has adjusted all its liability against the same. 

Therefore, its actual contribution to exchequer in terms of income tax payment is 

very minimal, as can be seen below: 

Tax Liability 49,110,590 

Tax Credits / Tax Credit for Non-Equity 

Investment in Plant and Machinery u/s 
650 

55,951,663 

(6,181,073) 

Withholding Income Tax 54,245,165 

Advance Income tax 15,426,438 

t 	a IncoMeTax (38.638,111) 	— 

Findings and Recommendations: 

Complete audit of income tax affairs is recommended in this case. 

It is found from above analysis that the taxpayer is contributing very little to 

government exchequer. The tax deducted during last Bye years have been adjusted 

against tax liability and remaining amount I claimed as refund. 

There are excessive cash withdrawals observed In this case. It is 

recommended that Information be sought from all banks regarding second parties 

details. This will also enable the tax authorities to trace the benami persons 

Involved in sale of sugar. 
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Al-Moiz Industries Limited 
Year of Incorporation: 2005 
Registered Address: 2 D-1, Gulberg III, Lahore 50000, Punjab-Pakistan 
Paid up capital:Rs.3,200,000,000 
Principal Business of the Company: Sugar and Allied 
Auditor of the Company: Rahman Sarfraz Rahlm lqbal Raflq, Chartered Accountants 
Financial Statements: 2018 and 2019 

MAJOR OBSERVATIONS: 

50 MAJOR OBSERVATIONS TOR No. Para No. 

1. Benami transactions in the sale of sugar stock Q 390 

2. Purchase of Sugarcane below the minimum 

support price 

5 420  

3. Fictitious "advances from customers" used for 

parking differential cane payment amount illegally 

withheld from growers 

5 428 le) 

4. Concealment of Income Tax by showing reduced 

profit 

5 428 (r) 

5. Profiteering by showing increased cost of 

production 

5 428 (s) 

6. Illegal weight deductions of sugarcane and beet 5 448 

7. Falsification of Accounts and Double/Parallel 

Record Keeping 

5 472 

Director for the years 2018, 2019 and 2020: 
S. No Names of Directors/Chief Executive Designation 

 Mr. Muhammad Shamim Khan Chairman/thief Executive 
 Mr. Nauman Ahmed Khan Managing Director 
 Mr. Adnan Ahmed Khan Director 
 Mrs. Qaiser Shamim Khan Director 
 Mrs. Farrah Khan Director 

6 Mr. Muhammad Khan Director 
7 Mrs. Sarah H. Khan Director 
8. Mrs. Maria Ravi Director 

Shareholders for the years 2018 2019 and 2020: 
S. No Name of Shareholder Shares 

Mr. Muhammad Shamim Khan —Chairman/CEO 125,769100 
2 Mr. Nauman Ahmed Khan —Managing Director 59424,202 
3 Mr. Adrian Ahmed Khan —Director 47526,662 
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4 Mrs. QaiserShamim Khan - Director 74,889,787 

Mrs. Farrah 	hair - Director 7,543,149 

6 Mr. Muhammad Khan - Director 5,000 

7 Mrs. Sarah H. Khan - Director 700 

8 Mrs. Maria Razyi - Director 700 

9 Mr. Rah Hawn 4,510,100 

10 Mr. Muhammad Ehsan 330,100 

11 Abdul Hanif 100 

12 Liaqat All 100 

13 Abdul Rashid laud 100 

14 Muhammad Zaheer 100 

15 &vicar Khan 100 

Total 320,000,000 

Key FInan ial Ratios: 

Ratios 2018 2019 

Return on Investment 1.37%19.40% 
liquidity Ratios: 
Current Ratio 0.99 0.84 
Acid Test 0.34 0.47 
laverage Ratios: 
Debt-to-Equity Ratio (Total Debt/Total Equity) 5.09 3.31 
Long-Term Debt Ratio (Long-Term Debti(long-Term Debt +Total 

Equity)) 0.66 0.60 
Total Debt Ratio (Total Assets -Total Equity)/Total Assets: 0.86 0.80 
Efficiency Radio 
InventoryTumover = Cost of Goods Sold/Average inventory 1.27 5.34 
Accounts Receivables Turnover =Revenue/Average Accounts 

Receivable 11.89 17.00 ' 

Horizontal and Vertical Analysis: 

Detailed Horizontal and Vertical analysis of Balance Sheet and Profit and Loss 
Account for the years ended 2018 & 2019 are tabulated as under: 
Horizontal and Vertical Analysis of the Balance Sheet: 

FINANCIAL ANALYSIS 30-Sep-18 31)-Stio-17 
Rs. 

Issued, Subscribed and 
Paid-up Capital 3,200,000,000 13.43% 3,200,000000 19.05% 

Reserves o 0 

Accumulated Profit! Loss) 175.106.160 0.74% 816 488,785 4.86% 

3,375,706160 4,016,468,785 
Long Terrn Financing - 
secured 4,344,657,004 18.24% 4,695,000,000 27.95% 

Loan from Directors and 2,222,460,000 9.33% 2,155,660,000 12.83% 
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associates 

Liabilities Against Assets 
Subject To Finance Lease 20,075,420 0.08% 5,730)66 0.03% 

Deferred Liabilities 159484,363 0.67% 126,409,064 0.75% 

Current LiabillUeS 

Short tern Borrowings 9,009,033087 37.82% 3,148,807,929 18.75% 

Trade and other Payable 2,916,072,819 1214% 1,575147712 9.38% 

Mark-up Accrued 166656961 070% 91,861,665 0.55% 

Loans from Associates 115,200,000 0.48% 0 0.00% 
Current Portion of Long 

Term Debilities 1,492,913,206 627% 981,206,631 5.84% 

1-3 599 875M73 5 797 023,937 

TOTAL 23417.2259 020 100% AM.= DM 

Property Plant & 
Equipment 9,973,624,387 41.87% 9,618,087,725 57.26% 
Intangibles• 7,693913 0.03% 9,792,253 0.06% 

Long Term Deposits 8,800,100 0.04% 11,950,935 0.07% 

Deferred Tax Assets 312,390,700 1.31% 312,390700 1.86% 

Current Assets 
Stores spares parts & Loose 
Tools 679271,552 2.85% 784,972,575 4.67% 
Stock in trade 8,872018,875 37.24% 3,005,131,000 17.89% 
Trade debts 992,756478 4.17% 478,679,815 2.85% 
Loans and Advances 831,628609 3.49% 1,054,810,481 6.28% 
Trade Deposits and other 

Prepayments 792,921145 3.33% 244,710,210 1.46% 
Tax Recoverable or 
Adjustable 1292,88)144 5.43% 1,143,800,641 6.81% 
Cash & Bank 58.266.107 024% 131.985.717 0.79% 

13 519 749920 56.75% 6 844 090,439 

TOTAL 71 VI 759.020 10000% ).6 7% 11L057 10060% 

Horizontal and Vertical Analysis of the Profit and Lass Statement: 

Fo the seer ended For the year ended 
50-Sep-la 30.5ep-17 Front 	d Loss 

Net Sales 11,799,054,871 100.00% 12,782,305,484 100.00% 

Cost of Goods Sold 111 231 642,2311 -95.19% (11 602 224 6371 40.77% 

Gross.Ptofit 567,012640 4.81% 1,180,080,847 9.23% 

Administrative expenses (241,447,014) -2.05% (209,584,519) -1.64% 
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Distribution/Selling 

expenses 5207 881 9931 -1.76% 194463,533/ -0.74% 

049,329,007) -3.81% (301148,052) -2.38% 

Operatin8 Profit 118,083,633 1.0091 575,932,795 6.85% 

Other Income t8516,348 0.16% 4,568,825 0.04% 

Earning Before Interest 
and Tax 136599,981 880,501,620 

Other charges 0 0.00% (28,804,557) -0.23% 

Financial charges f 775.712.7351 -6.57% (350,434,8181 -2.74% 

075,712,735) -6.57% (379,239,4751 -2_97% 

Profit before taxation (539,112.754) -542% 501,262,145 3.92% 

Taxation 0 M00% 14 183 358 011% 

Profit / (Loss) after 
taxation (639,112,7541 -R42% 515,445,503 4.03% 

Extraordinary items 0 0 

Net profit (639,112,754) 515,445,503 

Unappropriated profit 

b/f 816 4138,785 304,911892 

177,376,031 820,356,395 

Bonus 0 0 

Dividends 0 o 

0 0 

Others 11 6618711 13.867 6101 

Unappropriated profit 

Of 125,206.160 5416.488,796  

Horizontal and Vertical Analysis of the Balance heat: 

FINANDAL ANALYSIS 30a 30-Se -1S  

Rs. Rs. 

Issued, Subscribed and Paldup 3,200,000,000 17.31% 3,200,000,000 1143% 

Reserves 0 o 

Accumulated Profit/ (Loss) 462 264,419 2.61% 175 706,160 0.74% 

3,682,264,419 3,375,706,160 

Long Term Financing -secured 3,266,980266 17.69% 4,344,657,004 18.24% 
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Loan from Directors and 2,237,460,000 12.10% 2,222,460,0W 9.33% 

liabilities Against Assets Subject 24623,678 0.13% 20,075,420 0.08% 

Deferred Liabilities 202,016,464 1-09% 067% 159,484,363 

Current Liabilities 

Short term Borrowings 4,725335,603 2556% 9,009,033,087 37.82% 

Trade and other Payable 2,098,567,639 143596 2,916,072,819 1124% 

Mark-up Accrued 303,061,366 1.64% 166,656,961 0.70% 

loans from Associates 0 0.00% 115,200,000 0.489E 

Current Portion of Long Term 1,942,060,187 10.51% 1,492,913,206 6.27% 

9069024.795 13 699 876 073 

TOTAL MAMAS 100% 23=2239 020 100% 

Property Plant & Equipment 20616,915,752 57.44% 9,973,524,387 41.82% 

Intangibles 5,595,573 0.03% 7,693,913 0.03% 

Long Term Deposits 6773,550 0.04% 8,800,1W 0.04% 

Deferred Tax Assets 243,111,602 1.32% 312,390,700 1.31% 

Current Assets 

Stores spares parts & Loose 789430740 427% 679,271,562 2.85% 

Stock In trade 3,321,200,646 17.97% 8,872,018,875 37.24% 

Trade debt 1,185,004,827 5.41% 992,755,478 4.17% 

Loans and Advances 570,908,943 3.63% 831628609 3.49% 

Trade Deposits and other 283792,205 1,54% 792,921,145 3.33% 

Tax Recoverable or Adjustable 1,061,582,690 5.74% 1,292,887,144 5.43% 

Cash & Bank 300 053 094 1.62% 98.266.107 0.24% 

761173 145 41.18% 13519749 920 56.75% 

7.3.823 259 020 100.00% TOTA , .,-. 	.., 	, , 100.00% 

Horizontal and Vertical Analysi of the Profit and Loss Statement: 

PROFIT AND LOSS ACCOUNT For the year ended for the year ended 
30-Sep-19 30-Sep-la 

Net Sales 20,150,526,613 100.00% 11,799,054,871 100.00% 

Cost °Woods Sold 517 723 690 101( -87.9B% W 231 642231) -95.19% 

Gross Profit 2,426,836,532 12.04% 567,412,640 4.81% 

Administrative expenses (345,585,7414 -1.72% (241,447,014) -2.05% 

Distribution/Selling expenses J362.334 532) -1.80% L207 881.9931 -1.76% 
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(708,920473) -3.52% (449,329,007) -3.81% 

Operating profit 1,717,916,259 8.53% 118,083,633 1.00% 

Other Income 64,749,736 0.32% 18,516,348 0.16% 

Diming Before Interest and Tax 1,782465,996 136,599481 

Other charges (20,121,134) -0.10% 0 0.00% 

Financial charges D  380 243.3151 -6.85% 4.57% j775712.735 

1,400,364,449) -6.95% (775,712,735) 457% 

Profit before taxation 382,301,546 1.90% 639,112.754) -442% 

Taxation 171 1537131-035% 0 0.00% 

Profit/ (Loss) after taxation 311447,833 1.54% (639,112,754) -5.42% 

Extraordinary Items 9_ 9 

Net profit 311,147,833 (639,112,754) 

Unappropriated profit Rif 175 706,160 814488 785 

486,853,993 177,376,031 

Bartlis 0 0 

Dividends 0 0 

0 0 

Others 14 589 5741 II 669.8711 

Unappropriated profit cif 487264411R 175.704194 

MAJOR OBSERVATIONS REGARDING TAX: 

Analysis of Income Tax return: 

Summary of tax declarations filed for tax year 2019 is as under: 

Tax Year 2019 

Special Tax Year/Period 01-0d-1017 -30-Sep-2018 

Gross Revenue 11,799.0 	1. 

Domestic Sales 10,818,328,199 

Export Sales 980,726,672 

Cost of sales 11,230,531,683 

Opening Stock 2,717,363,465 

Net Purchases 14,315,468,943 

Consumed 8443,047,337 
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Direct Expenses 2,687,484,346 

Closing Stock 8,489,785,071 

GronPttfit 568•623.188 

Other Revenues 17,405,800 

Management, Administrative, Selling & 
Financial Expenses ( Incl.Financial Charges) 

1,225,041,742 

Profit on Debt ( financial Charges) 775,712,73S 

Other Indirect Expenses 

Accounting Profit ((Los) (39.U2,75}  

Inadmisiblededoutions: 683,141,723 

Add Backs u/s 28(1)(b) Lease Rental not 
admissible 

1423,190 

Add Backs Tax Gain on Sale of Assets 4,077.801 

Other Inadmissible Deductions 39,277,177 

Add Backs Accounting Amortization 

Add Bads Accounting Depreciation 638,753,555 

Admisible Deductions: 4,646,657,927 

Accounting Gain on Sale ofAssts 3211.287 

Tax Amortization forCurrentYear 

Tax Depreciation / Initial Allowance for 
Current Year 

992,547,508 

Other Admissible Deductions 299,187,880 

Tax (boss) on Sale of Assets 

Unabsorbed Tax Depredation for 
Previous Years 

3,351,711,252 

IncomenL0s0 from Business (4,607528,951) 

The above shows that the company has declared huge losses amounting to 

As. (4,602,528,958)) after taking into ac ount the admissible expenses to tax year 

2019. On the basis of above, different ratios have been worked out for the company 

as under 

2017 2018 2019 

GP Ratio 11.84% 9.23% 4.82% 

Cost of Sales to Sales Ratio 88.16% 90.77% 95.18% 

Raw Material to Cost Ratio 8471% 82.76% 76.07% 

Tax Depreciation to Gross Revenue Ratio 12.65% 10.82% 21.36% 

Financial Charges to Total Indirect Expenses 

Ratio 

61.96% 51.46% 63.32% 

The trend seen in the above analysis is similar to the .IDW Sugar Mills as here 

the company is showing reduced GP ratio fort x year 2019 and as increa ed its 
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cost of sales. Financial charges/ Interest paid has also increased as compared to 

previous years. Further, the company has adjusted all the tax liability against 	the 

tax credit u/s 65B which resulted in Nil tax payment. However the taxes withheld 

at source are the only payments by the company and that too have been claimed as 

refund, being over and above its tax liability. The detail is as under: 

TaX Liabllity 131,844,232 

Tax Credits /Tax Credit for Non-Equity 

Investment In Plant and Machinery u/s 65B 

355,265,446 

(223,421,214) 

Withholding Income Tax 279,662,606 

Refundable Income Tax (279,662406) 

The company has availed huge refunds of income tax, to the tune of Rs. 781 

million in previous five years. However no refunds have been issued for tax year 

2019. 

From taxation point of view, the company has declared advances from 

customer of Rs. 1,063,079836 in the year 2018 and Rs. 2, 248,574,231 in the year 

2019. The taxpayer was required to discharge sales tax liability on these advances; 

however, it remained failed to do so. 

Findings and Recommendations: 

In this case, compete audit of last five tax years Is recommended as the 

company has claimed huge tax credits over the years. In tax year 2019, it has set off 

Its full tax liability against tax credits, rather un adjusted credit amount is carried 

forward to next year. Complete details of plant and machinery installed In the mill(s) 

must be examined during audit, In addition to physical verification of the machinery 

on the spot. 

The company  also shows Increasing trends in export of sugar; which indicates 

that the company delays its sales of sugar till the time exports are allowed and 

thus, avoids payments of sales tax. 

The company has availed refund of income tax withheld from it during 

previous tax years and has claimed refund for tax year 2019 as well. Its 

contribution In terms of tax contribution Is very minimal for all the previous tax 

years. 

It is also recommended that audit of withholding taxes may be conducted to 

see whether the company is discharging its liability as withholding agent or not, 

along with identiNing Its unregistered buyers and potential revenue loss. 
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Hamza Sugar Mills Limited 
Registered Address: A/22, S.I.T.E Mauripur Road, Karachi 
Paid up capital: Rs. 748,800,000 
Principal Business of the Company: The Company is engaged in production of sugar. 
Auditor of the Company: Ibrahim, Shaikh & Co., Chartered Accountants 
Financial Statements: 2018 and 2019 (Unaudited} 

MAJOR OBSERVATIONS: 
Sr. No. Major Observation TOR No. Para No. 

 Benami Transactions and profits Q 395-400 

 Illegal weight deductions by sugar mills to 

pay less to the farmers 

5 457 

 Use of unlicensed orade database by the 

company management 

5 491 

 Off the book sugarcane purchases and sugar 

Production concealed sugarcane 

S 495 

Directors for the years 2018, 2019 and 2020: 
S No Name Designation 

Mr. Rlaz Ahmed Dlrectorghalrman 
2 Mr. Muhammad Tayyab Director/an 

Mr. Naveed Riaz Director 
4 Mr. Muhammad Ahmed Director 
5 Mr. ZulfiarAhmed Director 
6 Mr. Muhammad Tang Director 
7 Mr. Muhammad Tahir Director 

Shareholders for the years 2018, 2019 and 2020: 
S No Name Designation 

Mu Ahmed, Director/ Chairman 1,261,000 
Muhammad Ahmed, Director 9,347,857 

ZUlficiar Ahmed, Director 5,266,253 

4 Naveed Riaz, Director 6,193,572 

5 Nisar Ahmed 12,143 

6 Khalid Riaz 5,999,175 
7 Mian Muhammad Tayyab, Director/CEO 19,450,827 
g Mian Muhammad Tahlr, Director 8,551,272 
9 Mian Muhammad Tare!, Director 8,563,873 
10 Mst Yasmin Bano 41,021 

11 Mst. Ambrin 4,1021 
12 Mst. Bushra Rafique 5,700 
13 Mst. Sarfaraz Begum 417,662 
14 Mst. Salida Rafique 41,021 
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Ii. Mat. FaryaMohar 41,508 

16 Mrs. Anana Tayyab 9„455,365 

17 Mrs. Saba Tarlq 95,365 

18 Mrs. Hina Tahir 95,365 

Total 74,880,000 

Key Financial Ratios: 

Ratios 2018 2019 

Gross profit percentage 5.42% 10.36% 

Net profit percentage 0.05% 3.55% 

124% 78% Current ratio 

Debt ratio 33% 0% 

Debt to equity ratio 137% 

Horizontal and Vertical Analysis: 

Detailed Horizontal and Vertical analysis of Balance Sheet and Profit and Loss 

Account for the years ended 2018 & 2019 are tabulated as under:- 

Horizontal and Vertical Analysis of the Balance Sheet: 2018 

2018 2017 increase 
96 

Non-Coosa Asset 

Property 	plant 	and 
equipment 

49% 7,512,469,364 77% 7,197,689,647 4% 

Capital Work in progress 1% 87,103,234 4% 355376,157 -76% 

Long term deposit 0% 226,730 226,730 

Total Non-Current Assets 50% 7,599,799,328 80% 7,557,292,534 I% 

Current /Web 

Stores, 	Spare 	parts 	and 
losse tools 

5% 73 ,830,519 7% 652,194,547 13% 

Stock in trade 31% 4,727,424,927 0% 12,944,588 36420% 

Trade debts 6% 933,139,725 3% 247,547,668 277% 

Advances 	deposits 	and 
prepayments 

3% 409,714,235 1% 111,943,057 266% 

Advance Income Tax S% 828,889,651 8% 725178,793 14% 

Cash and bank balance 0% 18,575,543 1% 91,997,946 

Total Currant &se% 50% 7,653,574,600 20% 1,844,806,599 
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Total Assets 100% 15,253,373,928 100% 9,402,099,133 62% 

Share Capital and Reserve 

Issued, 	Subscribed 	and 
paid up capital 

5% 748,800,000 8% 748,800,000 0% 

Surplus on revaluation of 

fixed assets 
0% 60,944,396 1% 91,416,592 -33% 

Reserves 19% 2,881,920486 30% 2,843,942,039 1% 

Total 	share 	capital 	and 
reserve 

24% 3,691,664,582 39% 3,684,158,631 0% 

Non Current Liabilities 

Long 	term 	loans 	from 
directors 

22% 3,373310482 3,772,495,092 -11% 

long 	term 	loans 	from 

others 

11% 1,643276,925 7% M3,276925 155% 

Deferred Taxation 2% 363,307,591 308,537,212 18% 

Total 	Non 	Current 
Liabilities 

35% 5,377,895,398 50% 4,724309,229 14% 

Current Liabilities 

short term borrowing 33% 5,072,948,877 0% 

Trade and other payables 3% 393717,082 4% 392,903104 

Markup accrued on loan 113384,377 0% 22,711,838 426% 

provision on taxation 4% 593763612 6% 573013331 

Total current liabilities 41% 4183,813,948 993,631,273 522% 

Total 	liabilities 	and 
reserves 

100% 15,253,373,928 100% 9,402,099,133 62% 

Horizontal and Vertical Analysis of the Profit and Loss Statement: 2018 

2018 2017 Increase 
95 

Sales 100% 14435162,525 100% 20,677459,668 -30% 

Cost of sales 94.58% 13653,404826 94.27% 19,492,937236 -30% 

Gross Profit 5.42% 781,753,699 5.73% 1,184522,432 -34% 

Administrative 3.88% 560,438,172 2.88% 594,550,545 -6% 
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ocpenses 

040% 58,389,320 0.06% 11,500,048 400% Distribution cost 

other 	operattng 
expenses 

0.00% 650,209 0.17% 34,096,982 -98% 

other 	operating 
Income 

-0.03% (4,330,084) -0.17% 04,922,091) 58% 

Total 	operating 
expenses 

4.26% 615,147,617 2.93% 606,026,284 2% 

Operating profit 1.15% 166,606,082 2.80% 570,496,148 -71% 

Finance cost 1.09% 157,632,952 0.52% 107,639,767 47% 

Profit 	before 
taxation 

0.06% 8773420 2.28% 470,856,381 

Taxation 0.01% 1,257,169 0.18% 38,145,137 -97% 

Profit after taxation 0.05% 7,505,951 2.09% 432,711,244 -98% 

Earning per share 0.00% 0.10 0.DD% 5.78 

Horizontal and Verti al Analysis of the Balance Sheet: 2019 

2019 2018 % 
Increase 

Non-Current Assets 

property plant and 
Equipment 

57% 8,037,647,369 49% 7,512,469364 7% 

Cannel Work in 
progress 

1% 202,077,885 87,103,234 132% 

Long term deposit 0% 226,730 0% 226,730 CI% 

Total Non-Current 
Assets 

59% 8,239,951,984 50% 7,599,799,328 

Current Assets 

Stores, Spare parts and 
loose tools 

6% 777,816,525 5% 735,830,519 6% 

Stock In trade 13% 1,846,337,823 31% 4,727,424,927 -51% 

Trade debts 5% 758,324,773 6% 933,139,725 -19% 

Advances deposits and 
prepayments 

1% 186,018,754 3% 409,714,235 -55% 

Advance Income Tax 7% 918,224,774 5% 828589,651 11% 

Cash and bank balance 9% 1,309,219,065 0% 18,575,543 6948% 

Total current Assets 5,795,941,724 50% 7,653,574,600 -24% 

Total Assets 100% 14,035,893,708 100% 15,253,373,928 -8% 

Share Capital and 
Reserve 

Issued, Subscribed and 
paid up capital 

748,800,000 5% 748,800,000 0% 

Surplus on revaluation 30,472,200 0% 60,944,395 
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of fixed assets 

Reserves 25% 3,432,833,57 19% 2,881,920,186 21% 

Total share capital and 
reserve 

30% 3262,105,777 24% 3,691,664,582 15% 

Non-Current Liabilities 

Long term loans from 
directors 

30% 4,796,310,882 22% 3,371,310,882 02% 

long tern loans from 
others 

16% 2,286,076,925 1,643,276,925 39% 

Deferred Taxation 3% 365,425,153 2% 363,307,591 

Total Non-Current 
Liabilities 

53% 7,447,812,960 35% 5,377,895,398 38% 

Current Liabilities 

short term 	borrowing 0% 5,072,948,877 -100% 

Advances from 
customers 

5% 768,277,590 0% 

Trade and other 
Payables 

6% 862,613904 3% 397,717,082 117% 

Markup accrued on 
loan 

0% 25,055,015 1% 119,384,377 -79% 

provision on taxation 5% 670,025,062 0% 593,763,612 

Total current liabilities 17% 2,325,974,971 41% 6,183,813,948 -62% 

Total liabilities and 
reserves 

100% 14,033893,708 100% 15,253373,928 -8% 

Horizontal and Vertical Analysis of the Profit and Loss $ atement: 2019 

2019 2018 increase 
% 

Sales 100% 16,016,551,393 100% 14435,162,525 11% 

Cost of sales 8364% 13353001,925 94.58% 13653,408,826 5% 

firOSS Profit 10.36% 1,658,543468 5.42% 781,753,699 112% 

Administrative 
expenses 

3.52% 564576,854 3.88% 560,438,172 196 

Distribution cost 0.30% 47,614173 0.40% 58,389,320 -18% 

other operating 
expenses 

0.33% 52,703,329 0.00% 650,209 8006% 

other operating 
income 

-0.04% (6,013,281) -0.03% (4,330,084) 39% 

Total operating 
expenses 

4.11% 658,881,085 4.26% 615,107,617 7% 

Operating profit 614% 999,668,383 1.15% 166,606,082 500% 

Finance cost 1.80% 288,553355 1.09% 157,832,962 83% 

Profit before 
taxation 

4.44% 711113,028 0.06% 8,773,120 8006% 

Taxation 0.89% 142,300,844 0.01% 1,267,169 11130% 

Profit after taxation 155% 568,812,184 0.05% 7,505,951 7478% 

Earnings per share 7.16 0.10 
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MAJOR OBSERVATIONS REGARDING TAX: 

Analysis of income Tax Returns: 

Below is the summary of thetas return of the year 2019: 

Tax Years 2019 
Special Tax Year/Period 01-0m-2017 -30-Sep-201.8 

Gross Revenue 12,045426,229 

Domestic Sales 1,270,375,791 

Export sales 10,771,050,438 
Cost of sales 11,324,655671 

Opening Stock 3,914,890,230 

Net Purchases 8,639,705,389 

Consumed 10,255030,223 

Direct Expenses 1,065620,448 
Closing Stock 2,298,565,396 

Gross Profle 716,775,558 

Other Revenues 010,773444 

Management, Administrative, Selling & 

Financial Expenses 1 incl. Financial Charges) 

1,135,996,701 

Profit on Debt ( Financial Charges) 481,071587 

Accounting Profit / (toss) (8,447,999) 

Inadmissible deductions: 397.507,785 

Add Backs Ws 28(1)(b) Lease Rental not 
admissible 

1,187,182 

Add Backs Tax Gain on Sale of Assets 

Other Inadmissible Deductions 31192,866 

Add Backs Accounting Amortization 

Add Backs Accounting Depreciation 361127,737 

Admissible Deductions: 2577,913,814 

Accounting Gain on Sale of Assets 222,574 

Tax Depreciation / initial Allowance for 
Current Year 

432,122,423 

Other Admissible Deductions 272,779,378 

Tax (Loss) on Sale of Asset 232,631 

Unabsorbed Tax Depreciation for Previous 
Years 

1371556,808 

Income/(Lms) from Business (1588554,028) 

As far as the income tax declaration of the company is concerned, the Tax 

Return for tax year 2019, the taxpayer declared Accounting profit to the tune of Rs. 

8,952,163; however, after taking into account the admissible expenses, it has 

declared losses amounting to Rs. (281,681,873). 
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2017 2018 2019 

GP Ratio 7.35% 5.73% 5.42% 

Cost of Sales to Sales Ratio 92.65% 94.27% 94.58% 

Raw Material to Cost Ratio 92.66% 9126% 90.59% 

Tax Depredation to Gross Revenue Ratio 4.18% 4.51% 6.50% 

Financial Charges to Total Indirect Expenses Ratio 40.28% 14.57% 20.31% 

The risk area highlighted from above is its huge cost of sales to percentage as 

it manifests that the taxpayer has purchased sugar cane at exorbitant price. 

Similarly, for tax year 2019, the company has declared loan from directors of Rs. 3.8 

billion, which Is very huge and needs further investigation of the actual transaction 

between the company and its directors. 

The company  has adjusted all Its tax liability against tax credits u/s 65B of 

Income Tax Ordinance, 2001 . In this case the claim of tax credits is lower than the 

tax liability, however, the company has adjusted refund claims of previous year to 

ettle the tax liability. In nutt shell, its actual tax payments are nil. The details are as 

follows: 

Tax Liability 157,4138,533 

Tax Credits / Tax Credit for Non-Equity 

Investment in Plant and Machinery u/s 65B 90,474,020 

67,010,513 

Refund Adjustment of Other Year(s) against 

Demand of this Year 50,715,105 

Withholding Income Tax 34,660207 

Refundable Income Tax - 

Findings and Recommendations: 

It is found that the only tax contributio by the company is taxes withheld 

from it on different transactions. It has adjusted its liability against claim of tax 

credits and it has also adjusted previous yea efund against liability of tax year 

2019. It is recommended that case may be selected for audit. The company has 
availed refunds of Rs. 440 Million during prevl us five tax years, however, for tax 

year 2019, no refunds have been issued. 

The company has also availed loan of Rs. 3.8 billion from directors during the 

period under consideration. Treatment of this loan for taxation purposes needs to 

be examined by tax authorities. 
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Further, verification of tax credits is very important in the case to check the 

claim of Installation of plant of machinery against which credit is claimed. Further, 

audit of withholding taxes Is also necessary to see whether the company Is fulfilling 

Its liability as withholding agent. 

The company makes sales transactions through brokers and whole sellers, 

therefore, like in other cases, In this case too, data of buyers and brokers needs to be 

Investigated for potential benami transactions and evasion of taxes. 
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Hunza Sugar Mills (Pvt.) Limited 
Year of Incorporalion: November 13, 2002 
Registered Address: 1-A - New Muslim Town Lahore. 
Paid up capital: 1770,000000 
Principal Business of the Company: The Company Is engaged in the manufacturing 

of white refined crystalline sugar, molasses, ethanol fermented from sugarcane 
molasses and CO2 as by product. 
Auditor of the Company) Amin, Mudassar& Co., Chartered Accountants 

Financial Statements: 2018 and 2019 

MAJOR OBSERVATIONS: 

Sr. No. Major Observations TOR No. Para No. 

 Satta (imaginary/virtual advance sale) G 126 

 Forward contracts, confiscation of Biyanas 
and its laundering 

G 126 

 Hoarding at Whole sale/Retail level and within 
sugar mills vis-à-vis stocks of last year 

1 162 

4 Berlailli sale of Hunza Sugar Mills a 381-389 

 Purchase of Sugarcane below the minimum 

support price 

5 420 

 Illegal enhancement in crushing capacity S S25-527 

Directors forthe years 2018, 2019 and 2020: 
Sr. No Name Designation 

Muhammad Saeed Ch Director 
2 Muhammad WaheedCh Director/CEO 

Muhammad IdreesCh Director 

Shareho ders to the years 2018, 2019 and 2020: 
sr. No Name No of Shares 

Muhammad 5aeed Ch, Director 184,600 
2 Umerraroaq 215,805 
3 Haider Saeed 32,809 
4 Muhammad Waheed Ch, Director/CEO 244,857 

Muhammad IdreesCh, Director 10.323 
6 Mrs. 2eba 5aeed 124,846 
7 Mrs. Naghmana ldrees 108,796 
8 Mrs. Nasreen Ch 133,507 

Muhammad Falzon Ch 284991 
10 Salman Ch 429,466 

TOTAL 1,770,000 
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Key Financial 
Ratio 2018 2019 

Return on Investments -145% 20.55% 
Liquidity Ratios 
Current Ratio 0.86 0.89 
Acid test ratio 0.46 0.71 
Leverage ratio 
Debt to equity ratio 3.11 2.33 
Long term debt ratio 0.72 0.53 
Total debt ratio 3.58 2.60 
Efficiency ratio 
Inventory Turnover 4.49 12.23 
Account receivable turnover 8.78 14.38 

Horizontal and Vertical Analysis: 

Detailed Horizontal and Vertical analysis of Balance She t and Profit and Loss 

Account forme years ended 2018 & 2019 are tabulated asunder:- 

Horizontal Analysis of the Balance Sheet 

UABILMES 
Increase/ decrease from 2017 to 

2018 
% up/ 
down 

2018 2017 

Rs (000) Rs (0011) 

Non-Current Liabilities 

Long Term loan from 
Related Parties 

Loan from individuals were repaid 
by Mills to some of directors and 
shareholders and one of director 
paid loan 0f93 m to Mills 

6.22% 791,872 745496 

Long Terrn loanfrom 
Other 100.00% 

0 100,565 

Long Term loanfrom 
Banks 

Running 	Finance facility obtained 
from HBL as long term finance 

31.49% 965,945 734,604 

Liabilities 	against 
assets 	subject 	to 
finance lease 

Not significant -2.65% 9,148 9,397 

Retirement benefits 
Actuarial valuation of Cos gratuity 
scheme conducted 

1,102 0 

Current Liabilities 

Trade 	and 	other 
payables 

Payments to be made to creditors 
suppliers of Inputs. 

8837% 800,330 423,973 

Deposits, 	accrued 
liabilities and advances 

Decreased 	in amount is due to 
reduction 	of 	advances 	from 
fUSIOrlierS 

22.54% 123,676 159,672 

Mark up accrued Not significant -0.92% 216,029 218,031 

Conant 	maturity 	of 
long term loan from 
banks 

Loan 	amount 	increased 	due 	to 
increase in production in year 2017- 
18 

9.45% 314,120 286,989 
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Current 	maturity 	of 
liabilities 	against 
assets 	subject 	to 
finance lease 

Not significant 924% 0,113 3,165 

Short term borrowing 
from 	banking 
companies 

Not significant -5_81% 5,397,545 5230273 

Short term borrowing 
from related parties 

Sorrowing 	is taken 	from 	Hunza 
Ghee 	Industries 	(Pvt.) 	Limited 
(Associated Company) 

225.1736 111,186 35 116 

ASSETS 

Non Current Assets 

Property, 	Plant 	and 
Equipment 

Increase in due to civil work of 
building (Addition during the year). 

13.60% 4 916 831 „ 4 328„ 156 

investment Property 

Long term investment 

Long 	term 	security 
deposit 

This 	is 	Depoist 	against 	liarah 
Vehicles 

2,311 

Deffered tax Not significant -8.83% 278,663 305609 

Current Assets 

Stock in trade 

The 	decrease 	is 	due 	to 	Sugar 
finished goods. Sugar finish goods is 
decreased Rs.3.50 Billion to Rs. 1.86 
Billion this year. 

40.89% 2,525711 4,269,829 

Store, 	spares 	and 
loose tools 

Due 	to 	nature 	of 	items 	no 
bifurcation 	is 	available 	in 	annual 
accounts 

36.55% 286,370 209,719 

Trade darts Not Significant -1.77% 245925 251,382 

short 	 term 
Investments 

loans and advances Not significant 0.22% 797,292 673,094 

ReceNable 	from 
related parties 

Funds provided to the associated 
company to 	meet 	their financial 
needs. Hunza Power (Pvt.) Limited 
Installed machinery for generation 
of 	electricity 	through 	bagasse, 
however, it could not be operational 
due to tariff issues. 

201,468 

122,067 

Trade 	deposits 	and 
short term repayments 

Amount increased due to Advance 
income tax / Sales tax refundable 

32.66% 734,316 553,503 

Markup receivable 0.00% 2,700 2,700 

other receivables 
Increase 	is 	due 	to 	sugar export 
subsidy receivable around Rs. 894 
million 

463.17% 1,165629 207,153 

Page 202 of 253 



Cash 	and 	bank 
balances 

Increase is doe to Increase of cash 
in bank accounts of the Company 

809.92% 23,849 2,621 

Depreciation 	[barge; 
Allocation 

Cost of sales Not Significant -4.99% 347,507 365,754 

Administrative 
eXpenses 

Increase due to increase in salaries 
and 	vehicle, 	repair, 	running 	arid 
maintenance 

-16.92% 15,620 18,802 

-5.57% 363,127 334,555 

Horizontal Analysis of he Profit and Loss Statement: 

Increase/ decreasefrorn 2017 to 
2018 

%up/ 
down 2018 2017 

FIS F&000 

Sales 

BuMpber crop in 2017, production 
In 	2010 	Increased 	and 	MIll 
exported sugar 88% of its stock. 36% 12,041,426 8866,320 

Oast of Sales 
Like-wise, cost of sugarcane also 
Increased 45% 11,324,650 7,819,417 

Gross Profit / (Lou) -32% 716,776 1,046,963 

Selling and Distribution 
Godown 	and 	export 	expenses 
Increased 84% 393,218 213,365 

Admin and General Ewa no significant increase observed 1% 261,302 238,439 

Operating Profit/ 
(loss) -89% 62,256 575,159 

Other Operating 
Income 

Biyana confiscated by the Mills, 
exchange gain and Income due to 
unwinding of loan. 292% 410,773 104,869 

Fharldai Cost 

Due to 	increase 	in 	short term 
borrowings 	from 	financial 
institutions 27% 481,476 378,198 

Profit /(Loss) before 
tax 

Due to export and finance cost 
expenses, the Mills was in loss -103% (8,447) 301,830 

Tax 
Majority of local sales made to 

26,986 3,245 unregistered buyers 732% 

Profit /Howlafter tax -112% (35,433) 298,585 
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Vertical Analysis of the Balance Sheet: 

UABILMES 2018 2017 

Non Current Liabilities 

Long Term from Related Parties 791,872 9.06% 745,4% 8.82% 
Long Term from Other 100,565 
Long Term from Banks 965,945 11.05% 734,504 

Liabilities agaisnt assets subject to finance leas 9,148 0.10% 9,397 0.11% 

Retirement benefits 1,102 0.01% 0 

1,768,067 20.23% 1,590,062 18.82% 

Current Ilabilites 

Trade and other payables 800,330 9.16% 423,973 5.02% 

Deposits, accrued liabilities and advances 123,576 1.42% 159,672 1.89% 
Mark up accrued 215,029 2.47% 218,031 2.58% 

Current maturity of long term loan from banks 314,120 3.59% 285,989 

Current maturity of liabilities agaisnt assets sot 4,113 0.05% 3.765 0.04% 

Short term borrowing from banking companies 5,397,545 61.77% 5,730,273 67.83% 

Short term borrowing from related parties 114,186 1.31% 35,116 0.42% 

6,969,999 80% 6,857,819 81% 

Total Liabilities 8,738,066 10E96 8,447,881 WO% 

ASSETS 

Non Current Assets 

Property, Plant andEquipment 4,915,831 43.97% 4,328,156 39.61% 

Investment Property 

longterm investment 

Long term security deposit 2,311 0.02% 

!Jeff ered tax 278,663 2.49% 305,649 

5,197,805 ci,633,808 0 

Current Assets 

Stock irs trade 22.57% 4,269,829 3908% 

Store. spares and loose tools 286,370 258% 209,719 1.92% 

Trade debts 

short term investments 

loans and advances 

246,925 

797,292 

2.21% 

7.13% 

251,382 

673,094 

2.30% 

5.16% 

Receviable from related parties 201,46E1 180 122,467 1.12% 

Trade deposits and short term repayments 734,316 57% 553,543 5.07% 

Markup receivable 0.02% 2,700 0.02% 

other receivables 1,166,629 10.43% 207,153 1.90% 

Cash and hank balances 23,849 0.21% 2621 0.02% 

5,963,260 54% 6292,508 58% 

Total Assets 11,181,065 10,926,313 100% 109% 

Equity 2,042,999 2,478,432 
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Horizontal Analysis of he Balance Sheet: 

LIABILITIES 
Increase/ decrease from 2018 to 

2019 
% up/ 

2019 2018 
down 

Non Current Habilltles 

Long Term from Related 
Parries 

Increase 	in 	loan 	kern 	individual 
(Ms. Zeba) with 50 million and 50 
million from associated companies 

12.89% 893,944 791,872 

Long Terre from Other C 

Long Term from Banks 
Some repayment of long terms 
loans portions 

-2334% 740,495 965,945 

Liabilities agaisut assets 
subject to  finance lease Repayment of Finance lease 4125% 5,374 9,148 

Retirement benefits 
Actuarial 	gain 	on 	retirement 
benefits 

198.132% 3,293 1,102 

Current Liabilities 

Trade and other payables 
Payments to be made to creditors 
suppliers of inputs and WPPF and 
WWF liability added as per law. 

-4038% 477,139 800,330 

Deposits accrued 
liabilities and advances 

Advance from customers are from 
brokers/dealers and the registered 
buyers of sugar reduced due to 
export of sugar in foreign market 

-4616% 66,581 123,676 

Mark up accrued 
Borrowing 	from 	financial 
institutions 	and 	related 	parties 
increased. 

355194 294901 216,029 

Current maturity of long 
term loan from banks 

13.12% 355,346 314420 

Current maturity of 
liabilities agaisnt assets 
subject to finance lease 

8.13% 3,775 4113 

Short term borrowing 
from banking companies 

Slight repayment of short term 
borrowings 

4.71% 5,143,238 5,397545 

Shortterm borrowing 
from related parties 

Reduction in loan from Hunza Ghee -8341% 18,943 114,186 

ASSETS 

Non-Current Assets 

Property, Plant and 
Equipment 

168 million increased in 	PPE to 
increase capacity of Unit-II of Mills 

4.65% 
5,145 	30 4,916,831 

investment Property 
Construction made at Unit - II of 
Mills 2,048 

Long term investment 
Sales tax refund bond issued by 
FBR 2,462 
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Long term security 
deposit 

Deposit made to Bank for ljarah 
Rentals 

5.02% 
2,427 2,311 

.Dé1erredtx Tax credit u/s 656 was not availed -9.43% 
25Z376 278,663 

Current Assets 

Stock in trade 
As last years stock was sold locally 
and 	export 	this 	year 	and 	less 
Inventory available. 

-65.67% 
866,343 2,523,711 

Store, spares and loose 
tools 

no significant increase observed 2.60% 
293,826 286,370 

Trade debts 127.34% 
561,368 246,925 

shortterm Investments 
Based 	on 	last 	years 	profit, 
Investment in TK and Sukuk made 459,740 

loans and advances 
Advance extended to Sugar Mills to 
provide Molasses to Hunza for its 
distillery 

141.46% 
1,925,170 797,292 

Receivable from related 
parties 

Funds provided to the associated 
Companies to meet their financial 
needs. Hunza Power (Pvt.) Limited 
Installed machinery for generation 
of 	electricity 	through 	bagasse, 
however, 	it 	could 	not 	be , 
operational due to tariff issues with 
NEPRA. Upon operational, the said 
amount shall be paid-off. Swera 
Traders (Pvt.) Limited engaged In 
the trading of ghee in the market 

95.33% 
393,530 201,468 

Trade deposits and short 
term repayments 

Sales tax refunds bond matured 
676,752 734,316 

Markup receivable Outstanding from TFCs 140.74% 
6,500 2,700 

other receivables 
Due to less export, receivable on 
sugar export subsidy decreased 

-5022% 
475,772 1,166,629 

Cash and bank balances 
Outstanding balance in cash and 
bank 11,752 23,849 

Depreciation Charge; 
Allocation 

Cost of ale Not SIgnificant 4.13% 
333 145 347,507 

M mlnistrative expenses 13.77% 
17,771 15,620 

350,916 363,127 
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Horizontal Analysis of the Profit and Loss Statement. 

Increase/ decrease from 2013 
to 2019 

54 up/ 
down 2019 2011 

Rs'000 WOW 

Sales 

Sufficient stock was available 
from 2018, out of which 65% of 
stock was exported and rest 
sold In local market. 5% 12,594,091 12,041,425 

Cost of Sales 
Due to less crushing, cost of 
sugarcane decreased. -6% 10594,333 11,324,650 

Gross Profit / (Loss) 179% 1,999,758 716,776 

Selling and Distribution 
Due to less export and godown 
expenses -26% 290 577 393,218 

Admin and General En, 

Increase In directors arid staff 
remuneration, 	Insurance 
expense and liarah rentals 357,675 261502 

Operating Profit/ Paw) 2071% 1,351506 63,256 

Other Operating Income 

Bffana confiscated by the Mills 
and made parr of the other 
Income 	and 	no 	entry 	of 
unwinding of loans. -2796 301342 410,773 

Financial Cost 

Due to increase in short and 
long 	term 	borrowings 	from 
financial institutions 887,074 481,476 

Profit / (toss) before 
tax 

Mainly due to less expenses on 
export, godown and earning 
made on the sale of last years 
stock -9166% 765,770 (8,447) 

Tax 
Tax rate Increased from 8% to 
17% 398% 134,445 26,986 

Profit/ (Loss) after tax -1882% 631,329 (35,433) 
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142% 

6177% 

8641 

Vertical Analysis Of the Balance Sheet 

LIABILMES 

Non Current Liabilities 

tong Term from Related Parties 

Longterm from Other 

Long Term from flanks 

Liabilities agaisnt assets subjectto finance leas 

Retirement benefits 

Current Liabilities 

Trade and other payables 

'Deposits, accrued liabilities and advances 

Mark up accrued 

Current maturity of long term loan from banks 

Current maturity of liabllitlesagaisnt assets sul 

Shalt term borrowing from banking companies 

Shortterrn borrowing from related parties 

Total liabilMes  

2019  

893,999 1117% 791,672 

M00% 0 

740,495 915% 965945 

5,379 0.07% 9,198 

3,293 0.04% 1107 

1,64106 PA53% 1,768067 

_ 

477,139 5.96% SW330 9.16% 

66,681 0.83% 123 676 

294,991 3.689 nains  .. 	_  
355.346 4.44% 319.120 

3,776 0.05% 4113 . 

5143,238 64.27% 5397545 

18,943 0.29% 110,156 

6,359,924 79% 6,969.999 r  

8,003,030 130% 8,738066 

A.554-rs 

     

       

       

Non Current Assets 

Property. Plant andEquipment 

Investment Property 

Longterm Investment 

Long term security depose' 

Deffered tax 

,Ctime nt Assets 

-Stock in trade 

Store, spares and loose tools 

Trade debts 

short term investments 

loans and advances 

Receviehlefrom related parties 

Trade deposits and shortterm repayments 

Markup receivable 

other receivables 

Cash and bank balances 

Total Assets 

Equity 

2462 0.02% 

2,427 0.02% 2,311 

752,376 .2.28% 278,663 

5,404,643 4t% 5,197,816 

2,523,711 866,393 7.82% 

293. 826 2.65% 286,370 

561368 5.07% •  246,925 

459,790 415% 

1925470 1738% 797,292 

393.530 155% 201,468 

676,752 6.11% 734,316 

6 500 

4,30%  1166,679 475,772 

11,752 0.11% 

5,670.753 51% 5,983,260 

114175,396 WA 1.1,181,065 

3,072,366 2,442,993 

2.49%- 

0 

22.57% 

2.21% 

10.43% 

infix 

616,831 	4397%:  
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MAJOR OBSERVATIONS REGARDING TAX: 

Analysis of Income Tax Declarations: 

Brief description of the income tax declarations made by the company for tax year 

2019 is given below: 

Tau Years 2019 

Hunza 
Special Tall Year/Period 01-Oct-2017 - 30-sep-

2018 

Gross Revenue 12,041,426,229 
Domestic sales 1270,375,791 
Export Sales 10,771,050,438 

Costof sales 11,324,550,671 

Opening Stock 3914890,230 

Net Purchases 8,639,705,389 

Consumed 10,2564030,223 

Direct Expenses 1,068,620,448 

Closing Mock 2,298,565,396 

Gross Profit 716,775,553 

Other Revenues 410,773,144 
Management, Administrative, Selling & 
Financial Expenses ( Ind. Financial Charges) 

1,135,996,701 

Profit on Debt (Financial Charges) 481,475,587 

Amounting Profit / (Loss) 16,441,999) 

Inadmissible deductions: 397,507,795 
Add Backs u/s 28(1)(10 tease Rental not 
admissible 

1,187,182 

Add Backs Tax Gain on Sale of Assets 

Other Inadmissible Deductions 33,192,866 

Add Backs Accounting Amortization 
Add Backs Accounting Depreciation 363,127,737 
AdmIsible Deductions: 2077,913,814 

Accounting Gain on Sale of Assets 222,574 
Tax Depreciation / Initial Allowance for Current 
Year 

431122,423 

Other Admissible Deductions 272,779,318 

Tax (Loss) on Sale of Asset 232631 
Unabsorbed Tax Depreciation for Previous Years 1,372,556,808 

IncornefiLOss) from Business (1,68412154,028) 
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In income Tax Return for tax year 2019, the company has declared huge 

losses amounting to Rs. (1,688,854.028) after taking into account the admissible 

expenses. Further, it can also be seen that despite the fact that sales of taxpayer 

phenomenally surged in the tax year 2019, from 8.8 billion in 2018 to 11 billion 	in 

2019, the Gross Profit Margin (GPM) of the company reduced from 11.81% In the 

tax year 2018 to 5.95% in the tax year 2019 as can be seen below in comparison of 

ratios. This aspect needs further enquiry. 

2017 2018 2019 

GP Ratio 6.89% 11.81% 5.95% 

93.11% 88.19% 94.05% 

Raw Material to Cost Ratio 87.71% 85.41% 90.56% 

Tax Depreciation to Gross Revenue Ratio 5.31% 5.22% 3.59% 

Financial Charges to Total indirect Expenses Ratio 47.76% 44.49% 42.38% 

The company has absorbed its tax liability, like other sugar manufac urers, 

against its credit u/s 65 B of Income Tax Ordina ce, 2001 which eliminates Its tax 

liability. The detail is as under: 

Tax Liability 15,879,697 

Tax Credits /Tax Credit for Non-Equity investment 

in Plant and Machinery u/s 656 

153,364,521 

(137,484,824) 

Withholding income Tax 146,488,542 

Advance income Tax 83,557,630 

Refundable income Tax (230,046,172) 

Findings and Recommendations: 

It is found that the company is not contributing to revenue collection of the 

government as It sets off its liability against its claim of credits and there is huge 

claim of tax refund as well. It is also observed that there is irregular pattern of sales 

as compared to other sugar mills. In tax year 2019, the company has exported 

almost all of its sugar Instead of local sales. This aspect needs to be probed. Further 

its exports subsidy also needs to be checked from taxation point of view. 

Complete audit of the case for last five tax years is required to examine the 

veracity of Its claim of tax credits and other issues. 

Withholding audit and investigation of buyers / brokers Is also important 
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JDW Sugar Mills Limited 
Year of Incorporation: 31-05-1990 
Registered Address: 17 - ABID MAJEED ROAD, LAHORE CANTONMENT, LAHORE 
Paid up capital: Rs. 59766,610 
Principal Business of the Company: Sugar & Allied 
Auditor of the Company: KPMG Taseer Hadi& Co., Chartered Accountants 
Financial Statements: 2018 and 2019 

MAJOR OBSERVATIONS: 

S. Na. MAJOR Observations TOR No. Para No. 

1. Market Manipulation through "Saila" F 102 

1. Market Manipulation through Forward 

Contracts 

F 107 

3. Purchase of sugarcane through unregistered 

agents 

M 287 

4 Shortage of Sugar Pledged Stock 0 337 

5. Benami Transactions by.11)W Mills Q 372 

6, Cash withdrawals from Company's bank 

account by Mr. An* Wads — Rs. 2.54 billion 

Q 551 

 Advances from Customers against sale S 501 

 Capacity Enhancement despite prohibition 5 530 

 Extra rates charged by JIM and Cash Transfer 

to Deharki Sugar Mills 

5 562-563 

Directors for the yea s 2018 2019 and 2020 
2020 

Name of Directors 
Raheal Masud 

2 Asim Nisar Bajwa 
3 f az Ahmed 

4 Jahanglr Khan Tareen - CEO 
5 Mrs. Samira Mahmud 

6 
Mukhdoom Syed Ahmed 
Mahmud 

7 Qesim Hussain Safdar 
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Shareholders. Major shareholder from 2018-2020 are given below: 
2018 2019 2020 

Name of Share 
Holder 

No. of 
Share 

%age of 
Mare 

No. of 
Share 

%age of 
Share 

Noel 
Share 

%age of 
Share 

Jahangir Khan Tareen 12,802,293 21.42%9,802,293 16.39% 9,802,293 16.39% 
Mukhdoom Syed 
Ahmed Mahmud 

15 843 932 26.51% 15,843,932 26.50% 13843,932 26.50% 

Mrs. Samira Mahmud 6.51,864 1.09% 651,864 1.09% 651,864 1.09% 
All Than Tamen 8,136,988 13.61% 11,136,988 18.63% 11,136,988 18.63% 
Rana Nasim Ahmed 4,437,381 7.42% 4,437,381 742% 4,437,381 742% 
Mrs. Arnina Tamen 
w/o labangir Than 
Tareen 

2,285,636 3.82% 2,285,636 3.82% 2,285,636 3.82% 

44,158,094 73.85% 44,158,094 73.85% 44158094 73.85% 
OTHERS 15,618,567 26.15% 15,618,567 26.15% 15,618,567 26.15% 
TOTAL SHARES 59,776,661 1110.00% 59,776661 100.00% 59,776,661 100.00% 

*based on annual audited accounts of 30-09-2018, 30-09-2019, 30-09 2019 

Key Financial Ratios: 

PARHOJIARS F42017-18 FY2018-19 

RETURN ON INVESTMENT: -2% 6% 

Net Profit -203440,515 553296,423 

Total Equity 8,227,485660 8,772,864476 

UQUIDITY / CURRENT RATIO: 0.84 0.71 

Current Assets 32,617,934,756 23,762,939730 

Current Liabilities 38,984,691,971 33,576408,072 

TONG TERM DEBT- EQUITY RATO: 1.2S 0.67 

Long Term Debt 10,601,323,976 5,910,952,329 

Total Equity 8,227,485,660 8,712,864,476 

TOTAL DEBT - EQUITY RA110 6.03 4.5 

Long Term +Short Term Debt 49,526,015,947 39,487,360,401 

Total Equity 8,227486,660 8,772,864,476 

EFFICIENCY RATIO: 
RETURN °NASSER -0.4% 1% 

Net Profit -203,440,515 553,296423 

Total Assets 57,813,502,607 4/3,260,224,877 

Horizontal and Vertical Analysis: 

Detailed Horizontal and Vertical analysis of Bala ce Sheet and Profit and Loss 

Account for the years ended 2018 & 2019 are tabulated as under:- 
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Horizontal and Vertical Analysis of the Balance Sheet: 

2018 2017 
%Change 

Rupees Rupees 
Share Capital & 
Restores 

Share Capital 597,766,610 597,766,610 0.0% 

Share Premium Reserve 678,316,928 678,316,928 0.0% 

Accumulated Profit 6,951403,122 7,343,537,818 

8,217,486,660 8,619,621,356 .4.5% 

Non-current Liabilities 
Long Term Finances-
secured 8705,694471 9,792,313,674 -10.3% 
Llabintles against assets 
subject to finance lease-
Secured 144,677914 153,047,674 

Deferred Taxation 1,617,167472 1,753,983,783 -78% 

Retirement Benefits 53,784119 29,618,756 81.6% 

10,601,323,976 11,728,963,887 

Current 1JebIlitles 

Short Term Borrowings 23,553685,516 10,053,163,155 134.3% 
Current Portion of Non-
Current Liabilities 4,106,050,113 3,363,757,109 21.9% 
Trade and Other 
Payables 2,618,215,431 1,882,686,7043 39.1% 
Advances from 
Customers 8,138,041,881 6,418,358,640 26.8% 

Unclaimed dividend 34,072,815 64,248,402 47.0% 
Accrued 
Profit/InterestimariolP 534 626,215 226,191,820 136.4% 

38,984,691,971 22,013,405,826  
Contingencies and 
Commitments 

57,813 502,607 41,361,991,1169 363% Total 

Non-Current Assets 
Property, Plant and 
Equipment 22,010,170 144 21,476,751,288 2.5% 

Investment Property 218,599,597  218,599,597 aux 

Intangibles 618,849,288 620,889,016 413% 

Long Term Investments 2310 460,3Z3 0303,378840 0.3% 

Long Term Advances 3,272,223 -100.0% 

Long Tern] Deposits 37,488,439 54,978,065 -31.8% 

25,195 567851 24,677,869,029 
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current Assets 

Biological Assets 2,024,707,028 2,282,737,793 -113% 
Stores, Spare Parts and 
Loose Tools 1,309,256,367 1,412,675,360 

Stock-ketrade 19,730 034,110 7,939,757,487 1483% 
Trade debts-unsecured 
considered good 5,471,467,968 2 941 217,253 860% 
Advances, deposits, 
prepayments and other 
receivables 3,028,850,483 2,182,572665 38.8% 

Advance tax-net 947,704,351 791404202 19.7% 

Cash and Bank Balances 105,914,449 133,757,275 

32,617,934,756 17,684,122,040 84.4% 

Total 57,813502407 42,361,991,069 36.5% 

From the above analysis, it may be oted that the camps y went on a spree 

of short term borrowings as its current liabilities surged b 77% or R 16.9 

billion during the year whereas its non-current liabilities declined o the tune o Rs1 

billion or 9.6% as compared to last year. The company's e ulty also showed 

downward trend during the year; however, the company's ass t base swelled by 

36.5% or Rs15.5 billion during the year on the back of increased short term 

borrowings. 

2018 %of Total 

Rupees 
Share Capital &Reserves 

Share Capital 597,766,610 1.0% 

Share Premium Reserve 678,316,928 1.2% 

Accumulated Profit 6,951,403122 12.0% 

8,227A86,660 142% 

Non-current Liabilities 

Long Term Finances-Secured 8,785,694,471 15.2% 
Liabilities against assets subject to finance lease-
Secured 144677914 03% 

Deferred Taxation 1,617467,472 2.8% 

Retireme 	•Beriefits 53,784,119 0.1% 

10,601,323,976 18.3% 

Current liabilities 

Short Term Borrowings 23,553085516 40.7% 

Current Portion of Non-current Liabilities 4,106,050113 7.1% 

Trade and Other Payables 2,618715,431 4.5% 

Advances from Customers 8,138,041,881 14.1% 

Unclaimed dividend 34,072,815 0.1% 

Accrued Profit/Interest/markup 534,626215 0.9% 

38,984,681,971 67.4% 
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Contingencies and Commitments 

Total 51,813,502,607 100.0% 

Non-Current Assets 

Property, Plant and Equipment 24010,170,144 38.1% 

Investment PropertY 218,599,597 0.4% 

Intangibles 618,849,288 1.1% 

Long Term Investments 2,310,450,383 4.0% 

Long Term Advances 0.0% 

Long Term Deposits 37,488,439 0.1% 

25,195,567,851 43.6% 

Current Assets 

Biological Assets 2,024,707,028 3.5% 

Stares, Spare Parts and Loose Tools 1,309,256,367 

Stack-in-trade 19,730,034,110 34196 

Trade debts-unsecured considered good 5,471,467,968 9.5% 
Advances, deposits, prepayments and other 
receivables 4024850,483 5.2% 

Advance tax-net 947,704,351 1.6% 

Cash and Bonk Balanees 105,914,449 0.2% 

32,617,934,756 56.4% 

Total 57,813,502,607 1141.0% 

Horizontal and Vertical Analysis of the Profit and Loss Statement: FY 2017 18 

2018 	 2017 
%Change 

Rupees 	 Rupees 

Gross sales 40,251,476,355 	49,962,324,692 -194% 

Sale tax and others (2.986,969,986) 	(4,534367,689) -34.1% 

Net Sales 37,264,506,369 	45,431,957,003  

Cost of Sales (34,514475,229) 	(40,807,425,417) -154% 

Gross Profit 2,747,031,140 	4,624,531,586 -40.6% 

Administrative expenses (4034466,077) 	(4094255,355)  

Selling expenses (54.961,141) 	(84,805,426) -35.2% 

Other income 475,637,156 	574049,173 -16.7% 

Other expenses (5,237,703) 	(166,5348131) -96.9% 

(518,027,765) 	(779,554499) -20.7% 

Profit from Operations 2,129,003,375 	3,844,980,087 44.6% 

Finance Cost (2,269,761,395) 	(1,665,293,789) 36.3% 

Profit/ (Loss) before taxation (14975E1,020) 	2,179,697,916 -1055% 

Taxation (62682,495) 	(591,301,563) -89.4% 

Profit / (Loss) after a:cation (203,440,515) 	1,588,396,353 -112.8% 

Earnings /(Loss) per share-basic 
and diluted (3.40) 	 16.57 -112.8% 
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As shown in the above table, the sales of the company declined significantly 

by 19.4% which adversely impacted the gross profits by 40.6% Although the 

company managed to reduce Its expenses by 20.7% or 160 million, however, 	the 

profit from operations were reduced by 44.6% during the year. On the other 

hand, finance cost increased appreciably by 36.3% or 600 million during the year. 

AN these factors led to net loss of Rs203.44 million during the year as compared of 

Rs1.588 billion during FY 2017-18. 

2018 

Rupees Analysis 

Grosssales 40,251,476,355 100% 

Sale tax and others {2,986969,986) 

Net Sales 37,264,506,369 92.6% 

Cost of Sales (34,517,475,229) -85.8% 

Gross Profit 2,747,031,140 6.8% 

Administtath,e expenses (1,033,466077) 

Selling expenses (54,961,141) -0.1% 

Other income 475,637,156 1.2% 

Other expenses (5,237,703) 0.0% 

(618027,765) 

Profit from Operations 2,129,003,375 53% 

Finance Cost (2,269,761,395) -5,6% 

Profit / (lass) before taxation (140,758,020) -0.3% 

Taxation (62,682,495) -0.2% 

Profit / (Loss) attertagation (203,440,515) -0.5% 

Horizontal and Vertical Anal ys s of the Balance Sheett[FY 20113-19] 

2019 2018 Horizontal 

Rupees Rupees Analysis 

Share Capital & Reserves 

Share Capital 597,766,510 597,766,610 0.0% 

Share Premium Reserve 678316,928 678,316,928 0.0% 

Accumulated Profit 7,096,780,938 6,951,10.3,122 7.8% 

8,772,864,476 11,227,485,560 54% 

Non-current Liabilities 
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Long Term Finances-Secured 4,962,121,804 8,785,694,471 

151,728,045 144,677,914 4.9% 
Llablres 	ga 	st assets subject to 
finance lease-Secured 

Deferred Taxation 721,985,832 1,617,167,472 -55.4% 

Retirement Benefits 75,116,648 53,784,119 39.7% 

5,910,952,329 10,601,323,976 -44.2% 
Current Liabilities 

ShortTerm Borrowings 16,513,317,010 23,553,685,516 
Current Portion of Non-Current 
Liabilities 4,146,556,265 4,106,050,113 1.01 

Trade and Other Payables 3,050,564,167 2,618,215,431 165% 

Advances from Customers 5094672,650 8,138,044881 11.7% 

Unclaimed dividend 31,620,357 34,072,815 

Accrued Profit/Interest/Markup 742,677,623 534,626,215 38.9% 

33,576,402,072 38,984,691,971 

Contingencies and Commitments 

Total 48,260,224,877 57,813,502,607 -16.5% 

Non-Current Assets 

Property, Plant and Equipment 21,958,943,693 22,010,170 -0.2% 

Investment Property 219,015,262 218,599,597 0.2% 

Intangibles 616,809,560 618 849,188 -0.3% 

Long Term Investments 1,651,503,405 2,310,460,383 -28.5% 

Long Term Advances 

Long Tenn Deposits• 50,913,127 37,488,439 35.8% 

24,097,285,107 Z5,195,567,851 

Current Asset 
Biological Assets 2,018,952,863 2,024,707,028 -0.3% 

Stores, Spare Parts and Loose Tools 1,527,111,297 1,309,2 6 367 16.6% 

Stock-in-trade 11,505,748,375 19,730,034410 -41.7% 
Trade debts-unsecured considered 
good 7,254,991,500 5,471467,968 32.6% 
Advances, deposits, prepayments and 
other receivables 844,332,030 4028,850,483 -72.1% 

Advance tax-net 519,761,421 947,704,351 45.2% 

Cash and Bank Balances 92,042244 105,914,449 -13.1% 

23,762,939,730 32,617,930,756 -27.1% 

Total 48,160,224,877 57,813,502,607 -16.5% 

During the year 2018-19, it is evident from the above table that the company 

has paid off its liabilities (both non-current and current) to the tune of Rs10 

billion, which has also affected its total asset base and current assets which declined 

by 16.5% and 27% respectively. The equity has however Increased slightly by 

6.6% during this period on the back of increased profitability during the year. 
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2019 Vertical 

Rupees Analysis 

Share Capital 8 Reserves 

Share Capital 597,766,610 1.2% 

Share Premium Reserve 678,116,928 1.4% 

Accumulated Profit 7,296,780,938 15.1% 

8,572,860,076 173% 

Non-current Liabilities 

Long Term Finances-Secured 4962,1218O4 103% 
Liabilities against assets subject to finance ease-
Secured 151,728,045 03% 

Deferred Taxation 721,985,832 1.5% 

Retirement Benefits 75,116,648 0.2% 

5,910,952,329 12.2% 

Current Liabilities 

Short Term Borrowings 16,513,317,010 34.2% 

Current Portion otNon-Current Liabilities 4,146,556,265 8.6% 

Trade and Other Payables 3,050,564,167 63% 

Advances from Customers 9,091,672,650 18.8% 

Unclaimed dividend 31,620,357 0.1% 

Accrued Profit/interestiMarkUp 742,677,623 

33,575,408,072 69.5% 

Contingencies and Commitments 

Total 48,260,224,877 100.0% 

Non-Current Assets 

Property, Plant and Equipment 21,958,943,693 45.5% 

Investment Property 219,015262 0.5% 

Intangibles 616,809,560 

Long Term investments 1,651,603,405 3.4% 

Long Term Advances 0.0% 

Long Term Deposits 50,913227 0.1% 

24,497,285,147 50.6% 

Current116We 

Biological Assets 2,018,952,863 4.2% 

Stores, Spare Parts and Loose Tools 1,527,111,297 

Stock-in-trade 11,505,748,375 23.8% 

Trade debts-unsecured considered good 7,254,991,500 110% 

Advances, deposits, prepayments and other receivables 844, 32 030 1.7% 

Advance tax-net 519,761,421 1.1% 
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Cash and Bank Balances 92,042,244 02% 

23,762,939,730 49.2% 

Total 48,260,224,877 100.0% 

Horizontal and Vertical Analysis of the Profit and Loss Statement: (FY 2018-191 

2019 2016 Horizontal 

Rupees Rupees Analysis 

QOM Sales 54,)24,042194 40251,476355 36.0% 

Sale tax and others (5,604,189,026) (2,986,969,986) 87.6% 

Net sales 49119853,168 37,264,506369 31.8% 

Cost of Sales (43,903,667,735) (34,517,475,229) 27.2% 

Gross Profit 5,216,1854133 2,747,031340 86.9% 

Administrative expenses (1,241,560,050) (1033,466077) 20.1%.  

Selling expenses (62,008,119) (54,961,141) 12.8% 

Other income 593359,062 475,637,156 24.8% 

Other expenses (754,315,845) (5,237,703) 14301.7% 

(1,464,524,952) (618,027,765) 137.0% 

Profit from Operations 3,751,660,421 2129,003,375 76.2% 

Finance Cost (3,51100,842) (2,269,761,395) 54.7% 

Profit/ (Loss) before taxation 240,059639 (140,758,020) -270.5% 

Taxation 313,236,784 (62,682,495) -599.7% 

Profit/ (Loss) after tampion 553,296,423 (203,440,515) -372.0% 
Earnings /Goss) per share-basic and 
diluted 9.26 (3.40) -372.4% 

2019 Vertical 

Rupees Analysis 

Gross sales 54,724,042,194 100% 

Sale tax and others (5,604489,026) -10.2% 

Net Sales 49,119,853,168 89.8% 

Cost of Sales (43,903667,735) 

Gross Profit 5,215,185,433 9.5% 

Administrative expenses (1,241,560,050) 

Selling expenses (62,008,119) -0.1% 

Other Income 593,359,062 

Other expenses (754,315,845) 

(1,464,524,952) -2.7% 

Profit from Operations 3,751,660,481 6.9% 

Finance Cast (3,511,600,842) -5.4% 

Profit/ (Loss) hefore.taxaUon 240 059,639 0.4% 

Taxation 313,234784 0.6% 
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Profit! (Loss) after taxation 
	

953,296,423 
	

1.0% 

MAJOR OBSERVATIONS REGARDING TAX: 
Analysis of Income Tax Declarations: 

Below is a brief of Income Tax return filed by the company for tax year 2019. 

Tax:fears 1019 

Special Tax Year/Period 
01-0ct4017 - 30-Sep-

2013 

Net Reveille 37,280 	80 

Domestic Sales 25,700,353,754 

Export Sales 11,580,086,626 

Cost of sales 34,141,122,116 

Opening Stock 7,939,757,487 

Net Purchases 38,361,653,585 

Consumed 26,371,316,962 

Direct Expenses 7,576,745,154 

Closing Stock 19,730,030,110 

Gross Profit 3,132,318,264 

Other Revenues 475,637,156 
Management, Administrative, Selling& Financial 
Expenses ( Incl. Financial Charges) 

3,732,779,429 

Profit on Debt ( financial Charges) 2269761,395 

AccountirliffifilfillOOSS) (124,324,009) 

3,050,916,107 Inadmissible deductions: 
Add Backs u/s 28(1)(b) Lease Rental not admissible 

17,037,141 
Add Backs Tax Gain on Sale of Assets 422,042,981 

Other Inadmissible Deductions 1,068,413,810 
Add Backs AccountlngAmortlnlion 2,039,728 

Add Racks Accounting Depreciation 1,541,382,447 

Admissible Deductions: 5,521,561,765 
Accounting Gain on Sale of Assets 222,815,041 
Tax Amortization for Current Year 2,039,728 

Ta Depreciation / Initial Allowance for Current Year 2,221,110,154 
Other Admissible Deductions 3,135,596,842 

Tax (Loss) on Sale of Assets 

Unabsorbed Tax Depreciation for Previous Years 

Income/(Loss)frorn Business (2,655,469,667) 

In Income Tax Return for the tax year 2019 (from October 17 to September 

18), the company declared huge losses after taking M a account the cast of sales and 

admissible expenses I.e. Tax Depreciation etc. 
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The detailed analysis of the factors leading to loss for the year shows the 

following results: 

2017 2018 2019 

Gross Profit Ratio 17.31% 10.74% 8.40% 

Cost of Sales to Sales Ratio 82.69% 89.26% 91.60% 

Raw material to Cost ratio 85.53% 84.29% 77.81% 

Tax Deprecbdon to Go*.  

Revenue Ratio 

4.71% 302% 5.96% 

Financial 	expense 	to 	Indirect 
Expenses ratio 37.56% 55.04% 60.81% 

It is observed that for tax year 2019, the company has shown redu ed GP 

ratio in comparison to other years due to the fact that its cost of sal s has 
increased from 89 to 91 %. Financial cost has also increased considerably. 

Further, the company has availed huge tax credits u/s 65 B of income Tax 

Ordinance, 2001 and has set off all its tax liability against this credit and has claimed 

refund of other taxes withheld at source. The detail is as under: 

Tat liability 3.494g ; 

Tax Credits / Tax Credit for Non-Equity 
i127 463,9881 Investment in Plant and Machinery u/s 65B 

184.030.551 

Withholding income Tax 494 741 625 

Advance Income Tax 157 567,617 

Refundable Income Tax j374 230 077) 111 

According to the Note 19.5 to the final accounts 2018 (tax year 2019), the 

taxpayer has disposed off various moveable assets including cars, tractors and 

aircraft. Most of these assets are sold at close to the book value, therefore, 

benefits provided by the purchasers of these assets should be tax under the law. 

Moreover, plant and machinery of book value of Rs. 260.4 million (cost: Rs. 456.34 

million) was sold M the tax year 2019 at Rs. 430.6 million to M/s 1K Sugar Mills 

(Pvt.) Limited, the purchaser company belongs to one of the major shareholders of 

the taxpayer namely Mr. khan& Tareen, therefore, fair market value of the 
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machinery is required to be determined to ascertain whether this transaction was 

arm's length or otherwise. 

The company shows 91 % cost of sales ratio In this year which means that 

91% of total revenue is claimed as cost, which is very huge and needs 

verification. 

The company has availed refund of Rs. 210 million In previous five years and 

for tax year 2019, its claim of refund Is of Rs. 374230,077 however, no refund has 

been issued. 

Findings and Recommendations: 

It is observed that in Tax year 2019, the company has not paid any substantial 

Income tax as major part of tax chargeable has been adjusted against the tax credits 

u/s 65E1 and remaining has been adjusted against the taxes withheld. Total 

contribution by the company is the amount of withholding taxes and advance tax 

paid by it, which is ultimately daimed as refund, liability being adjusted against tax 

credits. 

Complete audit of the company for last five tax years is required to ascertain 

the genuineness of the claims of credits and depreciation. For this purpose, survey of 

documents related to import and installation of plant and machinery Is required. 

The capacity and production of the mill also needs to be cross checked 

against the claim of tax credits as the plant and machinery thus installed is 

intended for balancing, modernization or replacement of existing machinery on the 

premises. 

On spot visit of the factories is also necessary for verification of the above 

facts, along with examination of documents and record related to plant and 

machinery. 

The company Is also engaged In transactions with sister concerns, therefore, 

determination of arm's length transactions is also important in this case. 

Company's withholding liability needs to be audited too to check if it Is 

deducting due taxes from its distributors and wholesalers and the taxes so 

deducted are being deposited in government exchequer. 

Aspects of benami transactions in names of employees or truck drivers are to 

be checked in detail. 

Complete investigation of cash withdrawals from bank accounts of the 

company is also required as the return reveals huge cash withdrawals In tax year 

2019. 
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ANNEXURE 1 
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ANNEXURE 2 

Principles of IFRS — Cost of Production 

Financial statements prepared on IFR5s present fairly the financial position, 

financial performance and cash flows of an entity. Fair presentation requires the 

true representation of the effects of transactions, other events and conditions in 

accordance with the definitions and recognition criteria for assets, liabilities, income 

and expenses set out In the "Conceptual Framework for Financial Reporting" the 

Framework). Hence, the focus of the Framework is on principles rather on setting 

hard rules. Elements directly related to measurement of financial position (balance 

sheet) and financial performance (Income statement) 	are defined 	in the 

Framework along with the recognition and measurement basis of these elements 

on the balance sheet and income statement. 

Since recognition, measurement and presentation of expenses in financial 

statements is the purpose of this subject, only Information relevant to this element 

Es presented hereinafter: 

Definition of Expense: 

Expenses are decreases in economic benefits during the accounting period in 

the form of outflows or depletions of assets or incurrence of liabilities that result in 

decreases in equity, other than those relating to distributions to equity participants. 

The definition of expenses encompasses losses as well as those expenses that arise 

In the course of the ordinary activities of the entity. Expenses that arise in the course 

of the ordinary  activities of the entity include, for example, cost of sales, wages and 

depredation. They usually take the form of an outflow or depletion of assets such as 

cash and cash equivalents, inventory, property, plant and equipment. 

Recognition of Expense: 

Recognition is the process of incorporating in the balance sheet or income 

statement an item that meets the definition of an element and satisfies the criteria 
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for recognition. An kern that meets the definition of an element should be 

recognized if: 

it is probable that any future economic benefit associated with the 

item will flow to or from the entity; and 

the item has a cost or value that can be measured with reliability. 

Recognition involves the depiction of the kern in words and by a monetary 

amount and the inclusion of that amount In the balance sheet or income statement 

totals. Items that satisfy the recognition criteria should be recognized in the balance 

sheet or Income statement. The failure to recognize such items is not rectified by 

disclosure of the accounting policies used nor by notes or explanatory material. 

Expenses are recognized in the income statement when decrease in future 

economic benefits related to a decrease in an asset or an increase of a liability has 

arisen that can be measured reliably. This means, in effect, that recognition of 

expenses occurs simultaneously with the recognition of an increase in liabilities or a 

decrease in assets (for example, the accrual of employee entitlements or the 

depreciation of equipment). 

Expenses are recognized in the income statement on the basis of a direct 

association between the costs incurred and the earning of specific items of income. 

This process, commonly referred to as the matching of costs with revenues, 

involves the simultaneous or combined recognition of revenues and expenses that 

result directly and jointly from the same transactions or other events; for example, 

the various components of expense making up the cost of goods sold are 

recognized at the same time as the Income derived from the sale of the goods. 

However, the application of the matching concept under this Framework does not 

allow the recognition of items in the balance sheet which do not meet the definition 

of assets or liabilities. 

Measurement of Expenses; 

Measurement is the process of determining the monetary amounts at which 

the elements of the financial statements are to be recognized and carried in the 

balance sheet and income statement. This involves the selection of the particular 

basis of measurement. A number of different measurement bases are employed to 
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different degrees and in varying combinations in financial statements. They include 

the following: 1) Historical cost, 2) Current cast, 3) Realizable (settlement value) and 

4) present value. 

The Framework does not include concepts or principles for selecting which 

measurement basis should be used for particular for particular elements of financial 

statement or in particular circumstances. Individual standards and interpretations do 

provide this guidance, however. 
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Analysis of expenses recognized In Income statement: 

The structure and contents of the complete set of financial statements are 

defined in International Accounting Standard (lAS) 1 "Presentation of Financial 

Statements. 

Para 99 of IAS 1 requires an entity ta present an analysis of expenses 

recognized in income statement using a classification based on either nature or their 

function within the entity, whichever provides more reliable and more relevant 

Information. 

Extract of pan 102 and 103 of IAS 1 explaining these analyses along with 

examples are as follows: 

The first form of analysis is the 'nature of expense' method. An entity 
aggregates expenses within profit or loss according to their nature (for 
example, depreciation, Purchases of materials, transport costs, employee 
benefits and advertising costs), and does not reallocate them among 
functions within the entity. This method may be simple to apply because no 
allocations of expenses to functional classifications are necessary. An example 
of a classification using the nature of expense method is as follows: 

Revenue 	 X 
Other income 	 X 
Changes In inventories of finished goods and work in progress 	X 
Raw materials and consumables used 
X 

Employee benefits expense 	 X 
Depreciation and amortisation expense 	 X 
Other expenses 	 X 
Total expenses 
(X) 

Profit before tax 	 X 

	

Th 	d fa 	f 	lie 	th'fut 	.1 Pc " t I /err  
method and classifies expenses according to their function as part of cost of 

	

I 	, fo 	pl , th 	t Id t but 	d ' istrative activities. Ate 
minimum, an entity discloses its cost of sales under this method separately 
from other expenses. This method can provide more relevant information to 
users than the classification of expenses by nature, but allocating costs to 
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functions may require arbitrary allocations and involve considerable 
judgment. 

Revenue 	 X 

Cost of sales 	 DO 
Gross profit 	 X 
Other income 	 X 

Distribution costs 
Administrative expenses 
Other expenses 	 DO 
Profit before tax 	 X 

The Standards require management to choose a method which presents 

reliable and more relevant information considering historical and industry factors 

and nature of entity. However because information on the nature of expenses is 

useful in predicting future cash flows, additional disclosure is required when the 

function of expense classification is used. 

Definition of inventories In IAS 1 defines categories of inventories held by entities. 

Inventories are assets; 
(a) held for sole in the ordinary course of business; 
(b)in the process of production for such sole; or 
(c) in the form of materials or supplies to be consumed in the 
production process or in the rendering of services. 

Held for sale in ordinary course of business denotes finished goods produced by the 

manufacturer and goods purchased and held for resale including, for example, 

merchandise purchased by a retailer. Inventories in the process of production are 

work in process while other category represents raw material and consumable 

supplies to be used in production Process by the manufacturer. 

The inventories items defined above are measurement using basis as defined in pana 
9 of IAS -2, which Is: 

Inventories shall be measured at the lower of cost and net realizable value. 

IAS 2 stipulates that the costs that are to be included in inventories value are 

"all 	costs of purchase, costs of conversion, and other costs incurred in bringing 

the Inventories to their present location and condition." 
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Under this IFRS, the costs that are excluded from inventory value Include: 

abnormal costs that are incurred as a result of material waste, labor or other 

production conversion inputs, storage costs (unless required as part of the 

production process), and all administrative overhead and selling costs. 

These inventories items are expensed in the period In which related revenue 

is recognized. Para 34 of IAS 2 states that: 

When inventories are sold, the carrying amount of those Inventories shall be 
recognized as an expense in the period in which the related revenue Is 

recognized' 

A sugar manufacturing company is required to follow measurement and 

recognition criteria for measurement of expense and inventory for all of its line of 

business whether It Is agricultural sale, power generation, manufacturing of main 

product or joint product or by-product except for measurement of agricultural 

produce at 	the point of harvest. Measurement of agricultural produce at the 

point of harvest is excluded from the scope of IAS —2 and is covered in another 

standard i.e. IAS 41— "Agriculture'. In accordance with Para 13 of AS 41, 

Inventories comprising agricultural produce that an entity has harvested from its 

biological assets are measured on initial recognition at their fair value less costs to 

sell at the point of harvest. This is the cost of the inventories at that date for 

application of MS 2. 

The terms 'ant of sales', 'cost of goods sold or 'cost of goods manufactured' 

are not defined in !Ms and neither are their components. However, the recognition 

criteria of expense, measurement basis of inventories and presentation of expense 

analysis as per their function construe the basis for presenting cost of sale/cost of 

goods sold in the Income statement. 

Measurement of inventory and recognition of expense is summarized below 

on the basis of principles contained in IFRSs: 
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Raw material held for production process and trading stock for trading: 

These are measured at lower of cost and NRV. 

Costs of purchase: 

The cost of raw material held for onward production process and trading 

stock held for resale comprise the purchase price, import duties and other taxes 

(other than those subsequently recoverable by the entity from the taxing 

authorities), and transport, handling and other costs directly attributable to the 

acquisition of finished goods, materials and services. Trade discounts, rebates and 

other similar items are deducted in determining the costs of purchase. 

The carrying amount of trading stack determined on the above principle is 

expensed out in the period in which relevant revenue is recognized. 

Carrying amount of raw material determined on the above principle 

is expensed out as raw material consumed (cost of sugarcane) when raw 

material Is issued for production process. 

Carrying amount of self-agriculture produced used for production 

includes fair value of determined as per IAS 01 and transport, handling and 

other directly attributable costs Incurred In bringing the inventory to the 

present location and condition. A galn or loss arising on initial recognition 

of agricultural produce at fair value less costs to sell shall be included In 

profit or loss for the period in which it arises. 

Cost of Conversion: 

The costs of conversion of raw material to finished goods include costs 

directly related to the units of production, such as direct labour. They also include 

a systematic allocation of fixed and variable production overheads that are 

incurred in converting materials into finished goods. Fixed production overheads 

are those indirect costs of production that remain relatively constant regardless of 
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the volume of production, such as depreciation and maintenance of factory 

buildings and equipment, and the cost of factory management and administration. 

Variable production overheads are those indirect costs of production that vary 

directly, or nearly directly, with the volume of production, such as Indirect materials 

and indirect labour. 

The allocation of fixed production overheads to the costs of conversion is 

based on the normal capacity of the production facilities. Normal capacity is the 

production expected to be achieved on average over a number of periods or seasons 

under normal circumstances, taking into account the loss of capacity resulting from 

planned maintenance. The actual level of production may be used If it approximates 

normal capacity. The amount of fixed overhead allocated to each unit of production 

Is not increased as a consequence of low production or Idle plant. Unallocated 

overheads are recognized as an expense in the period In which they are incurred. In 

periods of abnormally high production, the amount of fixed overhead allocated to 

each unit of production is decreased so that inventories are not measured above 

cost. Variable production overheads are allocated to each unit of production on the 

basis of the actual use of the production facilities. 

A production process may result in more than one product being produced 

simultaneously. This is the case, for example, when Joint products are produced or 

when there Is a main product and a byproduct. When the costs of conversion of 

each product are not separately Identifiable, they are allocated between the 

products on a rational and consistent basis. The allocation may be based, for 

example, on the relative sales value of each product either at the stage in the 

production process when the products become separately identifiable, or at the 

completion of production. Most by-products, by their nature, are immaterial. When 

this is the case, they are often measured at net realizable value and this value is 

deducted from the cost of the main product. As a result, the carrying amount of the 

main product is not materially different from its cost. 

The Cost of conversion is expensed out in the period in which related 

revenue from the sale of finished goads  Is recognized. These expenses are 
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included in the cost of goods manufactured and presented as per "nature of 

expense in the related note. 

Finished goods at year end: 

The cost of conversion determined on the allocation principle on finished 

products which are not sold at year is included in carrying value of finished goods 

along with related raw material carrying value subtracted from cost of goods 

manufactured to be accounted for as inventory on balance sheet. Any abnormal 

wastage due to inefficiency of labor, machine or material is no included while 

valuing finished good at hand and hence charged as period cost. 
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Calculation of Cost of Sugar AL ARABIA 2017.20L8 
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Calculation of Cast of Sugar -AL ARABIA - 2018-2019 

Actual AL Arabia 
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Annexure-13 1 
Benaml Transactions (Prohibition Act), 2011 

(I) 	Objective 

BTPA, 2017 has been enacted by the Majlis-e-Shura (Parliament) of Islamic 
Republic of Pakistan to provide for prohibition of entering and holding property in 
benami, restricting right to recover or transfer property held benami and providing 

mechanism and procedure for confiscation of property held benami, and matters 
connected therewith or incidental thereof. 

(ii) 	Key Definitions 

The key definitions are as under: 

Benami Transaction —Section 211103) 

"Benami transaction' means,— 

(A) 	a transaction or arrangement,— 

where a property is transferred to, or is held by, a person and the 
consideration for such property has been provided, or paid b Y, another person; and 

the property is held for the immediate or future benefit, direct or indirect, of 

the person who has provided the consideration, except when the property is held by:- 

a person standing in a fiduciary capacity forthe benefit of another person 

towards whom he stands in such capacity and includes a trustee, executor, partner, 
director of a company, agent or legal adviser, and any other person as may be 

notified by the Federal Government for this purpose; or 

00 	any person being an individual in the name of his spouse or in the name of 

any child or in the name of his brother and sister or lineal ascendant or descendant 

and the individual appearing as joint owner in any document of such individual and 

the consideration for such rovided or Property has been !I 	Paid out of known resources 

of income of the individual; or 

(11) 	a transaction or arrangement in respect of a property carried out or made in 

o fictkious name; or 

(C) 	a transaction or arrangement in respect of a property where the owner of the 

property is not aware of, or denies knowledge of, such ownership; or 

(0) 	a transaction or arrangement in respect of a property where the person 

providing the consideration is not traceable or is fictitious,' 
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Benami Property—Section 211)(71 

"Rename Property" means any property which is the subject matter of benaml 

transaction and also includes the proceeds from such property;" 

Benamidar— Section 2(1)191 

"Benamidar" means a person or a fictitious person, as the case may be, in whose 

name the benami property is transferred or held and includes a person who lends his 

name" 

Beneficial Owner—Section 2111(111 

"Beneficial owner" means a person, whether his Identity Is known or not, for whose 

benefit the benami property is held by a benamidar" 

(iii) 	Important Provisions of BTPA. 2011 

Section 3. 

3. Prohibition of henemi transaction.- (I) No person shall enter Into any benami 

transaction. 

(2) whoever enter; into ony benami transaction or holds any benami property on 

and after the date of the commencement of this Act, shall be punishable in 

accordance with the provisions contained in Chapter WO" 

Section 4. 

"4. Property held benaml liable to confiscation.—Any property, which is subject 

matter of benaml transaction, shall be liable to be confiscated by the Federal 

Government." 

Section 51. 

"51. Penalty for benami transaction.—(1) Where any person enters into a benami 

transaction or holds benami property in order to defeat the provisions of any law or 

to avoid payment of statutory dues or to avoid payment to creditors the beneficial 

owner, benamidar and any other person who abets or induces any person to enter 

into the benarni transaction, shall be guilty of on offence of benami transaction." 
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Annexure-3 
-tunlinamararanliciaXIMMIZEnhat=ifeilatilmeci=gffialICESIEM 

GOVERNMENT OF PAKISTAN 
MINISTRY OF INDUSTRIES & PRODUCTION 

SUBJECT: COST OF PRODUCTION OF SUGAR FOR EXPORT TO OTHER 
COUNTRIES 

On the request of Pakistan Sugar Mills Association (PSMA), a 

meeting of the Sugar Advisory Board was bald in the Ministry of Industries & 

Production on 7.th  September, 2017 at 11100 AM. The meeting was represented 

by the Governments of Punjab, Sindh, Khyber Pakhtunkhwa and Balochistan in 

addition to the representatives of the various Ministries and Departments of the 

Federal Governments besides the representatives of the Kissan Board, 

After detailed ,discusslon, it was unanimously agreed and aocepted 

that 1.5 million metric- tonnes sugar can be allowed for export after factoring in 

projected consumption of next three months. Detailed recommendations of the 

Sugar Advisory Board are contained in the enclosed minutes which should form 

part °Mho summary for the ECC of the Cabinet to be prepared by the Ministry of 

Commerce (Annexure-B. 

The Prime Minister of Pakistan also held a meeting In the Prime 

Ministers Office with PSMA on 07.09.2017 in which among other directives, 

Ministry of Industries & Production was directed to work out production cost of 

sugar which can be made basis for deliberating on the demand of PSMA for 

grant of subsidy for export purpose, today positively. 

In pursuance of the directions of the Honourable Prime Minister an 

extensive exercise has been undertaBen in the MM Industries & Production and 

cost has Seen worked out which comes to Rs.52.48 per kg (Annexure-II). 



4 
1,0 

Taking today's International price, viz 376.60 US$ per Metric Twine, the price 

differential which can form basis for subsidy works out to Rs.10.70 per kg. The 

details of the assumptions and other methodologies used for the purpose are 

based on the previous practice of this Ministry. For linking export of sugar to . 

payment to the sugarcane growers and the issue of price stability In the domestic 

market may be delibetated by the ECC of the Cabinet 

As regards inland transportation cost and other export related 

overheads, the same may be worked out by the Ministry of Commerce and 

Textile and reflected in the Summary for the ECG. 

Similarly the subsidy on the balance exportable surplus already 

approved by the ECC may be deliberated as deemed appropriate. 

Ministry of Commerce and Textile may take further necessary 

action. 

End: As above 
	

( 
(KHIZA HAYAT GONDAL) 

- SECRETARY 

Secretary, Ministry of Commerce & Textile, Government of Pakistan, Islamabad 
MOMP's U.O. No. 1(6)/2016-CAO dated 8m  September, 2017 

CC: 
Secretary to the Pdme Minister, Prime Minister's Office 
Islamabad. 

• 
PSO to minister far Industries & Production 
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GOVERNMENT OF PAKISTAN 
MINISTRY OF INDUSTRIES & PRODUCTION 

   

   

Subject: 	MINUTES OF MEETING OF THE SUGAR ADVISORY BOARD 
f  $AB) HELD ON SEPTEMBER 07.2011  

On the request of Pakistan Sugar Mills Association (PSMA), a meeting of 

the Sugar Advisory Board (SAS) was held in the Ministry of Industries and Production on 

September 7,2017 at 11:00 hours under the Chairmanship of Secretary. Industries and 

" Production to review the availability of sugar stock, estimated consumption before start 

of the next crushing season 2017-16 and workout the exportable surplus; If any. List of 

participants Is at Annex-A. 

2. 	The Meeting started with recitation from the Holy (9umn. The Chair 

welcomed the participants and apprised them of the background for Convening the 

meeting. Chairman, Pakistan Sugar Mills Association (PSMA) was Invited fret to present 

PSMA's point of view. The Chairman, PSMA agreed with the figures of sugar stocks 

available as on 1*-I  September, 2017 presented before the Board in shape of working 

paper and apprised of the problems being faced by the Sugar Industry i.e. high cast of 

production, vis-a-vis low sale price, stocks pledged with the State Bank of Pakistan with 

consequent delay in release of payment to sugarcane growers, impact an domdstic 

markets and approval for export of smaller quantities of sugar vis-a-vis large exportable 

surplus. He further apprised that the cost of production of sugar as worked out In 

consultation with the Government of Punjab comes to FG. 62.95 per kg including sales 

Lax of Rs.6/- whereas sugar stock have been pledged with the banks at the rate of Rs. 

50/51 per kg and after deduction of sales tax @ Rs.6/- per kg, the net price of Rs.44/- 
r 

per kg returns to the sugar mills. Chairman, PSMA proposed that keeping In view 

aforesaid equation at least two (2) million metric tonnes of sugar be allowed for export 

with subsidy of Rs.18 per kg enabling the sugar mills to secure release of pledged 
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stocks made outstanding payment to the sugarcane growers and address cash flo 

issues for purchasing sugarcane during Ma next crushing season 2017-18. 

The representative of Masan Board on his turn complained about the 

huge amount outstanding against the sugar milts on account of purchase of sugarcane. 

He proposed that only those sugar mills be allowed le export sugar which have cleared 

the outstanding dues of the growers besides the assurance to the growers that the 

sugarcane during the next crushing season will continuo to be procured @ Rs.180/- per 

40 kg. 

The Secretary Food, Government of Punjab apprised Mat after keeping 

the provlsion for consumptions of two months, there is surplus sugar of 1 million metric . 

tonnes for export before next crushing season. He also stated that sugarcane cropped 

area has increased from last year's 1.92 million acres to 2.13 million acres this year 

(10% increase). Resultantly sugarcane crop production and sugar production will also 

increase by 13% as compared to last crushing season. He, therefore, recommended 

export of 1.5 million metric tonnes of sugar upto 30.06.2018 and the question of subsidy 

be dealt with by the Federal Government. On a query by the chair he declined to 

endorse statement of the Chairman PSMA that Punjab Government has worked out cost 

of production as Rs. 62.96. 

The Cane Comnusioner, Government of Sindh stated that PSMA, Sindh 

Zone had approached them with the request for export 011.13 million tonnes of sugar with 

a rebate of Rs.18/- per kg and Government of Sindh supports their request, which they 

have already conveyed to MolP in writing. The representative-of Government of Khyber 

Pakhlunkhwa neither supported export of sugar being sugar deficit province nor grant of 

subsidy on export, whereas representative of Balochistan Government supported export 

wbhout making It a time-bound activity. She also stressed the need for setting up sugar 

mins in Jaffarabad/Dara Gyred Jamali area. 
2 
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Representative of Ministry of National Food Security & Research 

(MNESSR) while taking part in the deliberations apprised that there is an increase of 

sugarcane crop acreage as stated by the representative of Punjab Government. He also 

supported the export of suridUs sugar. 

Representative of Flnance Division on her turn said that Finance Division 

supports export of sugar, if any without subsidy. She also stated that previous 

permissions for export were allowed without any export subsidy. 

a. The Chair asked the representative of Ministry of Commerce (MoC) to 

contribute their point of view, who stated that MoC Is of the view that the estimation of 

production cost and subsidy, if any. Is the mandate of Ministry of Industries and 

Production. MoC supports exports of any production that is earmarked as surplus by 

MolP and Sugar Advisory Board. He further stated that out of 0.725 MMT of sugar 

earfier permitted for export. export of 0.423 MMT has actually materialized. 

The Chair asked the representatives of PSMA that the estimates of next 

=siting season (2017-15) may not be mixed up with the crushing season (2016-17) 

arid surplus sugar needs be reviewed on a quarterly basis. The Chair then enquired 

1 about the sugar data from MolP. Joint Secretary (FAR) explained the details thereof as 

. 	- 

I. nominal Inventory & Production thaintr Crushing Season 2011347  
ply In Million Tonnes) 

Provinces 

Opening production 
d d si C 	bine 
Season 
2046-17 

Total Averiabuity 
(Inventory* 
production) 	- 

201547 	. 

Stocks 
available on 

September 13 
2017 

i 	Wory before 
Crushing 
Season 
2011I-r 

Punjab 0.646 4.332 4.978 1.500 
Sindh 0.310 2.234 2.644 1.160 
Khyber Palchtunkheard ; 0040 0.600 0.840 0138 
Balochlstan - 

Total: 0.998 7.086 Son 2.788 
o roe. rovinc a 

under 

158 



P. Consumption Exports Stratenlo Reserve 

Description Oty in Million 
Tonnes 

Total consumption for 2 months before start of new crushing season (0 0.425) 0850 
Strategic reserves (45 days) 0430 
Remaining Oty af sugar to be exported from already approved Qty + 
(Total OD allowed for exports —Qty actually exported upto 28.08.2017)= (5.725 — 
0400.1191 

0219 

Total: 1.799 

So roe: OC / MNFSR 

N. Expected Closing Inventory Before Start of CrushIno Season 2017-18 

Description Qty In Million Tonnes 
Sugar Stocks available as on September 1 2017 2.788 
Expected Consumption] Remaining quantity to be exported / strategic 
reserve 

4799 

Net Difference: 0.989 

PSMA requested that as the next crushing season will commence in 

November, 2017, therefore, strategic reserves fore days may not be deducted from the 

dosing inventory and they may be allowed 2,00 MMT to export including the remaining 

quantity of already approved quantity of sugar not yet exported with subsidy of Reiff/kg. 

The Board considered the request of PSMA in the backdrop of sugarcane crop 

estimates for the next crushing . season 2017-18 and recommendations of the 

representatives of Government of Punjab and Sinciq endorsed by other stakeholders and 

decided that instead of keeping provision for two months consumption and 45-days 

strategic reserve, it would beappropriate to deduct The estimated consumption for next 

three months I.e. September — November, 2017 lg. 0.425 MMT per month InvolAng a 

total impact of 1275 MMT from Me available stock. Accordingly, the exportable surplus 

was worked out to 1.5 MMT, without taking into account previously allowed quantity for 

export purposes. 

After consulting all the stakeholders, it was concluded unanimously by the 

Board that total surplus sugar by the end of season will be 1.5 MMT; therefore. It will be 

safe to recommend export of 1.5 MMT sugar. As regard the issue of subsld yl the Board 

4 
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observed that it does not fall under Its domain. However, MolP may assist the Ministry of 

Commerce & Mertes In working out the same. 2,7  

 

   

12- 	The meeting ended with a vote of thanks to and from the Chair. 

n 11 I la I I 
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"An nn-Art 

LIST OF PARTICIPANTS OF THE SUGAR ADVISORY BOARD !SAS I MEETING HELD ON 
SEPTEMBER 7 2017  

I Mr. Altar Maya' Gondar, Secretary, Mol&P. 	 n Chair.  

Mr. Muhammad Arshad (han, IS, Moran 

Mn Muhammad Ashraf, Director General, MM Commerce. 

Mr. Abdul Razzak Mughat Deputy Secretary (Reg), Mol&P. 

Mr. Imtiaz All Gopang. Food Security Commissioner. MM CESAR. 

Mr times Matti, Section Officer, MM Commerce 

Miss, Zobia Neeltim. Research Officer, Finance Division. 

Mr. Muhammad Tashi Inbar, Cost Accounts Officer, MolP. 

Mr Abdul Hameed Menlo,,, Chief (WM). PER 

10 	Syed Fawad All Shah, Secretary (Export Policy), FOR, 

II 	Mr. Sundeep Kumar. Deputy Director, State Sank of Pakistan. 

12 	Mr. Shokat All, Secretary, Food Department, Punjab. 

13 	Mr. Warms Alarm Cane Commissioner. Punjab. 

14 Mr Anwar Zahoor Gni, Director, industries Deptt, Punjab. 

IS. 	Mr. Maimed Ashraf, Deputy Director, Industries, Punjab. 

Mr. Muhammad Anwar Balg, Director Agriculture CRS, Punjab. 

Mr. Muhammad Nawaz, Statistician, CRS, Punjab. 

Mr. Agha Zaheer uddln, Cane Commissioner, Slndh 

Mr. Askar Khan, Food Department, KR. 

Mr Muhammad Hinbullah Plan, IrldllariOS Department KP 

Mr. S Munir Hussain Shah, D.0 Food, KP 

Miss. Saira Ana, DireCtOr General, Industries & Commerce, Malochistan 

Mr. Caved Kayanl, Chairman. PSMA. 

Mr. Wrandar Khan, Senior Vice chaimian, PSMA. 

Mr Ikram—ul-Haq, Director, Eat Member, PSMA 

2e. Mr. Astam Farman. SIndh Zone, PSMA, 

Mr, Ahmed A Dawany, SIndh Zone, PSMA 

Mr. Zatd Zaire& Director, Slndh Zone, PSMA 

Mr. Abseil Latit PSMA. Punjab Zone, 

Mr. Neuman Khan. PSMA. Punjab Zone, 

Mr. Inayahillah Khan, PSMA Islamabad 

Col, AarnIr Raul, Army Welfare Trust (AWT), PSMA. 

Mr. Sad= Ahmed Shah, Senior Vice President, Nissan Board of Pakistan 
6 
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ESTIMATED EX-MILL PRICE OF SUGAR FROM SUGAR CANE PRICES 

SEASON 2016-17 

Fa ton 
Sugar RecoVOPP Aage 
	

9417 
Molasses Recoven %age 
SAD price of molusea Rs. Ikg 
Manufacturing Pratt Rs. /Kg before lax 

Price or Sugar Cane (Row 	et 	a es's For 40 g ISLA 

S loot molaDes BSIPflS 11.12 

Net Con of taw maiPrial Rupete 159A 

4 evelopment c5 Rupecs  

Market Commithe Fee Rupees 030 

Frdgbt Rupees  

6 Pool Out arRaw material Rupees  

7 agar obtained from 40kga of MC kg3 

A cofl of raw material pe kg oflugar Rtf kg. 41.46 

9 Prat 	14 COSI & Other Adieu& RsJ kg n.00 

10 Total manufacturing cost Rs./ kg 52.46 

'Some: Provinualtenc Commissioned PIMA 

International Prices of Sugar 

London Board 

Dated 07-09-2017 
376.6 Morino, Premium =20$ 
376.69.205=396.6S 
PKR 41.80 (396.6rRs.105A0/2/1000) 
Source: Sugaronline.com  
Price Differential Figtween International Price and Domestic Cost of Production 
Rs.52.46-Rs.41.80= s.1 0.7 
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SHP ATE -tHILLPHICE HE SUGAR FROM SUGARCANE PRICES 

CRUSHING SEASON  
m every %age 9.87% As per production of sugar from sugarcane forth° vear 201817  

sPs Recovery %age 4.40% As mentioned in PSMA annual report 2017 (Annex-0 

i01'102. of molassesRs/kg Oki 
I 

The price of Meioses hots on the average price of last5 year export prices cimolasses as mengoned 
,PSMA Annual Report 2017 (Annex-II) 

i 
lratOn% Amount (Rs) Remarks 

. 

I 	1PrIte DiSug . Cane CRaw MaIeria ctl 
I 

ISO 40Ji Average price of &nth and Punjab as notified by provincial governments 

i%le r moDoe i,„, _ 
(21'12)'"F 

40kg of Sugarcane *Molasses Recovery% = Molasses in Kgs (4081 40% = 1.70kgs) 	Molasos MLA" 	I 
Molasses in kgs= Sale mice of molasses (IV 1 70 =21.121 

- 5985/404 Raw matedat cost-Sale of Molasses (181- 21 12 =159 88) 

Rs.2.00 As mentioned in PSMA Calculation (Annex-III) 

Its.1.50 As mentioned in PSMA Calculation (Annex-Ill) 

ROI,30 

it- 
 

-f Rs resorts( 
As mentioned In PSMA Calculation (Annex-III) 

1048140kr Net cost of Raw matelal + Direct Expenses (159.88 +2 -= 151.88) 

sandal per kg °moot 

7 

41.46/kg 
Sugar obtain from 40 kg of sugamsne = 40k9 sugarcane- Sugar Recovery% (40'9 87%=3.95kgs) 
Cost of raw material per kg of sugar - Total Cost of Raw Materiel / Sugar obtained from 40 kg of 
sugarcane (161.66/3.95= 41 46 ) 

ppm cost 8 other Overheads 114m 
l 

As Calculated by PSMA (Salaries n wages, poking expenses, Fuel n Power, Oil n Ion Chemical, 
Repair, other mfg. Depreciation Stores and Spares Cod, Admit' 8 selling, friendsl tosVexpenses 
short and long terra) 

Rotel manufacturing cost without Tax 5246 

Notto&e Prins of 
.o 	e ucdue to.IackofavajIabibty of data . The price 

Pie5Ses is also disputed betWeen Ministry of Industries & Production calculation with PSMA calculations they claim that price of 
Is Rs.S/kg 
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PaLloan Sugar Mills Association 	 ASAL-REPORT2417 

Table 0(a) 

MUI 41958. SugarP0ailion Sindh 
Season 2016-17 

ol(01-1 CAMP 
CRUSHED 

SUDar 
moo. RS C. % 

-71004 

1 AL-4E9305 659,154 704(14 io a n27) 459 

2 A5011199 rhth Chad n TV 

z n 566 4- en 

AWANce- in 424n Dri 57%53 47 

5 4/5 003 41 -a04 09 10465 457 

• ARMYWALrARE 119 378 591 30396 	' 1042 10789 

MOONY ri. 1645& 19000 1008 491 

BONDI 134 7WISOI 68 CO 9s2 985 

4 PHAMBER 1.27 21610 t2W 14000 4O2 

ID MIAMI 13, 1 950 67.4 2natl 071 7&5 d W 

4-1 tiEwAw 507 (in 5z1)26 nn - .280 

12 filom 1st 

tz.  in 993390 105 319 10.7.0 443O 440. 

IC col 13g 1,704070 125165 10110 
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15 2 D_W la Ahooll 07 20109-07 207747 TO 30 

0 ,rynain i2a 0655e0 an% 0.91 426s7 a 80 
17. KHAIRP4a2 B52226 0757s sraf) 30037 
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MATIARt 500.203 71.677 1003 21L$.a 44 

MEMOS 193 1 050190 114 MD 11 05 47065 403 
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Avan 
2,8063 
3852705 
373239 
3356410 
4,6560 
4,476,90 

1a32.1160.0 
101304110 

73005600 
813138n5 

a 

Annex-I 

PaIdeen avail/ 	tie 	 invivtisccrer ORT 2017 
Tapia 11 

3xport of Sugar 
2002-2017 

ryear 
2002-03. 
2003-04 
2004-05 
2005-06. 
26°3337  
2007308, 
2006309 
2009-15 
2011311 
2011-12 
2033-10, 
2013-132 
2014-25 
2015,-16 
2686-17 

Cluautibr 
45569 

9 15475 
54,77/ 
01547 

12 
96.0,840 
23,980 

4-3672 
1,054315 

3547333 
7-08.356 
293,541 

7399,304 

Value 
623349 

1.589210 
6,028,7111 
1,599,555 

5• ,738556 
6393677 

2,575.403 
53.993058  
aa.adazaa 
amas,so2 
985312,836 
24366-2433  

08483 
value/94e rus 
At.Rdee:I{SMIT 

AV6. Priej 
13,750 
13,579 
la 782 
25.055 
27,500 
22,015 
23575 

53915 
413,5736 
46,785 
46,143 
474072 . 
53,258 

Table 12 

*Year 	 Quatirity 
2002-53 	73273636 
2009E214 	1457263 
290405 	1,151.431 
lagsaa 
217028212 	 373,3177 

typort-of1Waleaues 
2002-2017 

-8 21553025  

577 
-2.747041 
23510421 

Velue 

-45297,517 
2,513342 
3,703084 
8,49031364 
7,493654 
7,261,8910 

SM,b3317  

3010,647 
/374,398 

1,21,7322 

aBl 

2aar-as 	 7903307 
tba-601 
2003-10 
20403.11 
2011443 
299243 
ar6044. 
2644-a 

996,888 
sa-1,360 
65.407 
558608  

225221 
197342 
33220 
73.067 

101A10 
sower rea91001FfKel Yam.) 
*Sugar year 
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Cane Commissioner Of6ce[Ayg of 201947 cirishing days of 4 sugar Mills] 

Grossing tip of data from RT4 (8,220 / 0.901 

As per RT4 Data Verified by Cane Commissioner for FY2015-17 

Avg Capacity M. TOM • 137 Days 

As per liTg Data Verified WK Cane Commissiones for FY2016.17 

Rar.ges from 4.0% to 4.25%as per PSMA. Coaldbe verified from RT4 

Crushing En M. Tons " Recovery Rate of Molasse5)1,134,360 *  4.02%) 

Crushing in M. Tons " Recovery Rate of Sugar 4,134360937%) 

Sugar Produced in M. Tons 2(110,827 " 20] 

Notified by cane commissioner 
Notified by Agriculture Market Dept 

calculated from notified frleght 

T. Cane Cost per40 Kg 

As per verbal confirmation from Shahtaj sugar & Ashraf Sugar  

ra. c min np. LThn • 49.601 M.Tons1 

Calculation of Total Cost of Sugar Per KG 
ANNEX-lit- 

Assumptions 
137 

No of days 

Crushing Capacity M.Tons 9,200 

Plant Factor 
90% 

Average Capacity M. Ton 8,280 

Crushing in M. Tons 11134,360 

Recoverr 

Sugar 
9.77% 
4.02% 

Molasses 

[Molasses Produced M.Tons 45,601 

Sugar Produced M. Tons 110,827 

Sugar Bags of 50 KG 2,216,539 

Cost Of Cane per 40 KG 183.80 g  

Cost of Cane-Govt. Rate 
180.00. 

1.90 
Add: Dev Cess 

Market fee 
0,30 

Freight 
2.00 

3,80 

T. Cost of Cane per 40KG 183.80 

Molasses Selling Price Per Ton 000 

N, 
7, 	I LD 

in Rs. l 228,006,360 Molasses T. Selling Price 
. 

Comments 

• 



	

6 5 ,442 	8 	. 9.25f 

	

' 74,808 	C 	 0.68 
. _ 

_ . 

. 	• ' 

   

I 	62981 

    

1 

	

Calculation of Total Cost of uga Per KG [Based on Avg. Capacity of 8,2 

	

Rs. lo TOO' 	 Rs. Per KG  ] 	Total Cost of Cane 
] 	his. 183.80 / KG •1134,360 M.T*25/1,000] 	 ' 5,212,384 A 	4783 

Total Overhead Costs: 
Salad s n Wages 

250,000 12.26 ] 	Packing espeoses 
36,000 	 0.32 Oil and Lob 

- 22,000 	 020 Chemical 

	

38,000 	 0.34 Repair 

	

160,000 	 1.44 Fuel n power 
za,doo I0.25 other mfg. 

	

56,000 	 0.51 Deprec ation 

	

170,000 	 1.53 ' Stores nd Spares Cost' 

	

38,000 	 0.34  
798000 7.20 

Admin and selling expenses 
120,000 

Finanoal Cost/ Expenses. 

	

215,448 	 194 
Short term  
Long term 	

'120,000 	 log 
333448 	 3.03 

Total Overhead Costs 
1,253,448 	 13.31 

Less: Sale Value:of Molasses 

froth! Conversion Cost  

Add: Turnover tax • 

. 	 . 

- 	Add Sales In 
TotatCost /85ugar Per KG (Exclusive of Sales Tax] 

. 	. 	.. • 	] 
, • rotai Cost ofSugar Per ILR (inclusive of Sales fax.] 

228,000 	 (106) 
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Annexure-4 

Il  UPDATE() sum NIA 3 
 ITEM No J. R V  

 

F. No. 7(2)/2012-Exp-111 
GOVERNMENT OF PAKISTAN 

MINISTRY OF COIVIMERCEN TEXTILE 
(COMMERCE DIVISION) 

"*. 

SECRET 

Copy No.  ‘577  

fv1  

  

SUMMARY FOR THE ECC OF TEE CABINET 

SUBJECT EXPORT OF SUGAR(CROP YEAR 2016-17) 

Economic Coordination Committee (ECC) of the. Cabinet vide its 
decisions dated 28" December, 2016, 28" March, 2017, 18" July, 2017and 14" 
September, 2017 allowed sugar exports of 0.225 million metric tons (MMT) with 
30.04.2017 as deadline, 0.200 mmt with 31.07.2017 as deadline 0.300 MMT and 0.5 
MMT without any deadline subject to a common condition that "in case domestic sugar 
price stability as compared to 15' December 2016 is not maintained, the Inter-
Ministerial Committee (constituted by the Prime Minister vide directive No. 
3546/M/SP61/15 dated 2E1 /-20b (Annex-I) would immediately recommend to the 
ECC for stoppage of further exports". 

On the request of Pakistan Sugar Mills Association (PSMA), a beet/FS' 
of the Sugar Advisory Board (SAP) was held in Ministry of Industries and P Suction 
(1Y1o1P) on 27.10.2017 with Secretary Moll' in chair. The SAB observed that the 
production of sugar was 7.00 MMT and in the upcoming season it is expected to 
increase to 8.00MM/fend after daductingexpected consumption of 5.100 MIYIT around 
3.00 MMT sugar would be surplus. It was proposed that 1.5 MMT of sugar may be 
allowed for exp.on (Minutes of SAB are at Annex-11). 

' In pursuance of the SAB's meeting, a meeting of the Inter-Ministerial 
Committee mentioned in para-1 of the summary was held in the Ministry of Commerce 
on 13.11.2017 (Minutes of the meeting are at Annex-Ill). 

After detailed deliberations, the following observations 
/recommendations for consideration of the ECC were unanimously agreed upon: 

That the national average price of sugar in the domestic market was 
Rs53.894g which was much lower than the level of December 15, 2016 
(Rs62.61/kg)- the baseline price; 

That the sugarcane crop is expected to be more than the targeted 68.5 MMT 
for 2017-18; 
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That the net availability of sugar from 2016-17 season works out to be 0.967 
MMT, arid with the expected new production of 8.0 MNIT of sugar comes to 
8.967 MMT for 2017-18. Therefore allowing the export of One (1) MI/ff 
sugar would not affect the domestic availability and price; 

iv. 	That the export of additional One Million Metric Ton (MMT) of sugar may 
be recommended subject to the conditions already approved by ECC vide its 
decision dated 14-09,2017(Minex-1y). 

	

5. 	 On 249  November 2017, in a meeting of Council of Common Interests 
(CC1), it was proposed by the Ministry of Commerce to deregulate the purchase of 
Sugarcane by the provincial governments and in case any provincial government 
continues with such a policy, it may bear the cast of freight support., for exports in case 
of suiplus sugar production It was further proposed that the Federal government should 
limit its liability unto the current commitment. (Ammx-V) 

ECC may like to approve that 

I. _Export of additional One (01) Million Metriilon (1)41\41).of sugar may be 
allowed subject to the conditions already approved by the ECC vide its decision 
dated 14-09-2017; 

	

ii. 	No export quota shall be issued by SHP many sugar mill that fails to verify: 

the start of cane crushing latest by 309  of November 2017 and 
conttnuation thereafter; 

timely payments for all the procurements of sugarcane as provided in the 
conditions of the notified approval of the ECC decision of 14-09-2017; 

iii. _The Inter-Ministerial Committee shall provide estimates of surplus sugar 
quantities, after getting results of the crushing season 2017-18 latest by April 
2018, which may be allowed for exports in one go by the ECC; 

	

iv. 	No sugar freight support be provided for exports by the Federal government after 
utilization of the provision of one million tons, being allowed here. 

7. 	
The recommendations at Para-6 of dle summary are submitted for 

consideration/approval of the ECC of the Cabinet. 

a. 	
As the representatives of Ministries of National Food Security & 

Research, Industries & Production and Finance were present during the meeting of the 

_ 
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Inter-Ministerial Committee their views •are• included in the above-mentioned 
recommendations. 

Minister for Commerce has authorized the submission of this Summary. 

(Mohammad Younus Dagha) 

Islamabad, the 27th November, 2017 
	 Secretary 
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Subject: 

COMM/TTE TO EXAMINE THE 
R MILLS 1N PAKI TAN 

	 F SUGAR 

	

On 
a representation an 

	
by the Pakistan Sugar Mills 

Association 
on 20'4Nevem 

her 2015, highlighting the problems currently being iLfaced by sugar mill owners and sugar cane 

growers 
in Pakistan, the Prime 

• ;.. 

c., Minister has been placed 

to constitute the 
following committee to examine the 

, 	ssue: 

	

1'7'4I. 	
Minister for 

Commerce 
_ 

Chairman  

	

ii. 	
Secretary National Food Security Sr 

R 

	

M. 	
Secretary Industri 
	 esearch Memberes & Production 

	

iv. 	
Mr. Noor Ahm 	i °nal S Member nuance Division 

Memer 
ecretary, 	

b 
 

Secretary Commerce 

Any co-opted member 
Secretary/Member  
Member 

• 

Commerce 
Secrete Pinanc---c  

(Pawed Rama F 
Secretary to the 	

awad) 

2S11-2015 
Prime Minister 

-  

Se eta National Food S curi Se 	
eta Ind ustri s 

Producti n 
Se Research 



GOVERNMENT OF PAKISTAN 
MINISTRY OF INDUSTRIES & PRODUCTION 

No. 1(6)2016-CAO 

OFFICE MEMORANDUM 

Subject: 

	

	MINUTES OF THE MEETING OF SUGAR ADVISORY BOARD (SAd HELD 0 OCTOBER 2? 2017 

The undersigned is directed to enclose herewith a copy of minutes of the meeting of sugar advisory Board (SAS) held on October 271. 2017 at 11; 00 hrs in the 
action. committee Room of Ministry Of Iddustries and Production for informatio end necessary 

Muhammad Sehall Mufti 
Deputy Secretary (REG) 

Tel: 9206035 
PistrIbutIon: 

The Secretary Ministry of Finance Islamabad 
The Secretary, Wo Commerce, Islamabad. 
The Secretary Wo National Food Secunty St R, Islamabad. 

Governor State Bank of Pakistan, Karachi. 
The Chairman Federal Board of Revenue Islamabad 
The Secretary Food Department Government of KPK. Peshawar 
The Secretary Industries Department Government of 11PK, Peshawar. 
The Secretary Agriculture Department, Government of Sindh. Karahi 
The Cane Commissioner (Punjab), Lahore. 

10 The Cane Commissioner (Sindh), Shahbaz Building Ellock-B, Hyderabad. 
11. The Cane Commissioner (KPK), Peshawar. 
.12. The Chairman Pakistan Suga Mills Association. Rasheed Plaza Blue Area, Islamabad. 

13. The President, KIssan Board Pakistan. 718, Kamran•Block. !llama lqbal Town, Lahore. 

PSO to Minister for Industries 8, Production, Islamabad. 
PS to SeCretary • Mel ailP • Islamabad. 
PS to Additional Secretary-II MoISP, Islamabad IV. 	ASP to joint Secretary (PSD),Mol&P Islamabad. 

/slamabad November 3s  , 2017 
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GOVERNMENT OF PAKISTAN 
MINISTRY OF INDUSTRIES & PRODUCTION 

*nit 

'032  
4.91_ 

4obl 
Subject 	

MINUTES OF THE MEETING OF SUGAR ADVISORY BOARD 
SAB HELD ON OCTOBER 27 2017 

On the request of Pakistan Sugar Mills Association (PSMA), a meeting of . 

the Sugar Advisory Board (SAB) was held in the Ministry of Industries and Production on 
	• 

October 27, 2017 at 11:00 hours 
under the Chairmanship of Secretary Industries and • - 

Production on behalf Cif the Chairman of the Board, in the Committee Room of Mein. 
Agenda proposed by the Pakistan Sugar Mills Assciclation(PSMA) was to.review overall 

availability and stock position of sugar and jo woricout orportable surplus, if any. List of 

participants is at Annex-A. 	
• 

• 

• Meeting started with the recitation from the Holy Curran ,The Chair 

welcomed the participants and appdsed the background. of convening 
the meeting. •  

Chairman, Pakistan Sugar Mills Association (PSMA) presented PSMAls view point, He. . 	- 	 . .agreed 
with the figures of sugar stocks available as on October 20, 2017 presented 

	• 
before the Board in the shape of mating paper and 

-.wised that in crushing season 
2016-17, the production Of sugar was -7.00 mivrr which was the highest ever. The 
Chairman further added that in the 

uticombig season PSMA is expecting 8.00 MMT 

production of sugar and after deducting expected consumption of 5.100 MMT 'around 

3.00.MMT sugar would be surplus. 'Chairman PSMA proposed that keeping in view the • 
aforesaid situation 1.5 Million Tonnes may be.allowed for exports and SAB may further 

request Trading Corporation of Pakistan (TCP) to purchase 1.5 MMT
.  of Sugar through 

, open public tender. Moreover he stressed that the Mechanism of 
subsidy may.  be  reviewed because in previous years Governinent gave a subsidy of Rs.10/kg and then 

Re.13acg. Whereas in the curient year the subsidy given to She tune of Rs.10.70/kg is not feasible. 

3. 	The Chair acknowledged the brief of Chairman PSMA and pointed to the 
three main issues highlighted by PSMA (I) Exports of sugar Cu) rate of subsidy to be 
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a4  reviewed 511) Purchase by TCP of 1.5 MMT Sugar. The Chair fuHher add 	at the `..‘ 
kel 

mandate of SAS N only restricted . to 
evaluate the exportable surplUs of sugar. - - 	Resultantly SAS had not taken Up he issue 

of subsidy in last meeting as weft However - 	on the directions of Prime Minister the 
calculation was made to come up with he cost of 

production and Its difference from International 
Market input froth the Finance Division 

was Hsd taken into account 
Similarly on the 

issue of TCp the SAB could riot take any decision as Infer 
Ministerial Committee is the relevant forum to discuss this matter._ 

The 
representative of Kissan Board of Pakistan complained about the 

  huge amount outstanding against the sugar 
mills on account of purchaee of sugarcane. He indicated lhat-in Southern Punjab 

the crop is ready and the crushing mist be started from 01 November 2017, 
specthcally in Southern Punjab. The growers were already - 

.protesting In these areas and facing hardships He 
further Indicated that 410 5-Sugar Mills 'have already been closed 

and huge 
amount Is outstanding against them. ether 

these mills may be made operational or their NOCs may be cancelled 
.'Only thos' e sugar mills be allowed to export sugar 

which have cleared the outstanding amounts of the . growers. 

5.  The Secretary Flood, 
Government of Punjab apprised that last year the - area of 

sugarcaneoultivation was 1.95 Million Acres 
and now this area has increased by 2.13 Million 

Acres. Therefore, more sugar is 
expected in the year 2017-18. Punjab Government is likely to face two problems First that the 

next crop Is ready for crushing and secondly the payment to the growers for the next year will.  be  delayed if the - exportable surplus-was 
not decided now Punjab .Government 

fully endorsed that 1.5 MAAT sugar must be allowed for exports. The Senior We Chairman, PS 
MA indicated that practically it is not possible to export more than 0.200 MMT in one month, soil will take time to export this huge quantity. 

The Cane Commissioner Government of Sindh 
stated that every year 

25000 acres cultivation of Sugarcane increases and on the other hand cultivation of 
Cotton Is reduced_ Cotton belt .h5 started 

converting 
into sugarcane growing area. Sindh 

Government stated that 1.8 MM)-  be allowed for expOds with a rebate of Rs.18/- per kg 2 
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------- --- 
on 50:50 percent sharing ratios by Federal Government and Provinda/ 

	enlments. 
k503 

The representative 
of Government of Khyber PakhfunIchwa neither supported export of 

shger being sugar deficit province nor grant of subsidy on export -No representative of 

Government of Bafochistan was present in 
the meeting. 

Representative-of Ministry 
of Commerce apprised that if all members 	- 

agree on export of 1.5 MMT sugar. Ministry of Commerce will also endorse this move. 
Ministry of Commeme did not support the proposal 

of purchase of 1.5 MMT sugar by TCP through open tendon 

• 
8. - 	

Representative of Finance Division aaid 
that the issue of embezzlement In TCP has already been taken up by National Accountability Bureau (NAB) for the year 2011-12 Oh the Issue of egoorts he pointed out that cuffentiy 0.053 MMT or 0.100 MMT 

of sugar has been e)tported out 01 0500 MMT as reported by Punjab Government and 
PSMA and recommended that when the Industry completes the althea 07 0.250 MMT 
sugatithen the case may be considered by SAB for exportable surplus. 
a 	After consultihg all the 

stakeholdeis. it was concluded unanimously by the Sugar 
Advisory Board (SAD) that: .  

	

(a) 	By the end of orkshing season 2016-17. 1.5 MMT surplus •sugar will be availatile and hence-  it is decided to recommend its export 
ON 	Regarding . Issue of subsidy. the Board observed that subsidy might be reviewed by the concerned forum. (c) 	

PSMA request for Trading Corporation of Pakistan tifCP) 

	

- 	
to purchase 1.5 MMT. of sugar through tender process 

may be submitted for deliberation In upcoming Inter-Ministerial 
CommIttee meeting. 	 ' 

10. 	he meeting ended with a vote.  of thanks to and from The Chair. 
kn. • 
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LIST "Annex-An 7 OF PARTICIPANTS 

el* 
OF THE SUGAR ADVISORY BOARD SAE HELD ON OCTOBER 27 2017 MEETIN 

Mr. Maroof Atial, Secretary, Mol&P. 
Mr. Omar Reath, Additional 

Seeretary41, Mol&P 
In Chair. 

Mr. Simian, Dastgir Baloch, Joint Secretary (PSD)M °MP 
Mr. 

Zahoor Ahmed. Joint Secretary M/o Finance 
 

Mr, Hussain Haidec.Joint Secretary, Mk) Commerce 
13, 	Mr. 

Muhammad Schaff Mufti, Deputy Secretary (Reg), WISP 7. 	Mr. lmjjazfiJj Gopang, Food Security..CommissIoner. M/o NEW . 8.. 	Mr, Muhammad Yasir lqbal, GAO, MoISP 
9. Mr. timer Bhattl,-  Section Officer, M/o Commerce .10. 	Mr. . 

Muha.mmad Ahmed, Section Officer, M/o Commerce 
11: 	Mr, Moeen Afzal AIL Secretary (Export Policy), 

FBR 12. Mr. eadeerullah, Secon.d Secretary, FFIR.  13,. Mr. AamerAmin Matti, .Chief (IR-ops), FBR .. 	14. 
Mr. Sundae(' Kumar, Deputy Director, State Bank of Pakistan(SB.P)-

'IS. Mr. Waheed Butt. Deputy Director SBP 

Mr. ShoukatAli. SecretalyFooci, Punjab - 
 Mr. Javed lobe; Sr. Poo Advisor, Food Department, Purdah 18.. Mr. Agha Zaheer uddin, CanhCommissioner Sindh 19. 	Mr. Nidar Ahmed. Director. Cane Commissioner, Kim 

2D Ch. Riser 
Ahmed, President, Kissan Board of Pakistan 

Mr. Javed Kayani, Chairman, PSMA. 
 Mr. Iskandar Khan ...Senior Vice chairman,•PSMA 

23: 	Mr, 115ram 	
Director. Ext Member PSMA 

 Mr. Astern Faroque, PSMA (82) 	 '  
Mr..Ahmed & Bawany, Bindh Zone, PSMA 

Mr. Ahsan Lea PSMA, Punjab Zone 
Mr. Nauman Khan, PSMA. Punjab Zone 

 
Mr. Inayatullah Khan, Secretaty General, PSMA, Islamabad 
Mr. Ahmed Hashan, PSMA (SZ) 

30: Mr Asim Chan/. PSMA (62) 
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Minutes of the Inte Mtristerial Committee Meetjmheld on 13-11-2017 

A meeting of the inter-ministerial Committee constituted by the Prime 
Minister vide directive No. 3

546/61/SPM/15 dated 25-11-2015 was held in the 
Committee Room of Ministry of Cornmexce on /3-11-2017 at 1500 

hrs with Secretary Commerce in chair. The list of participants is at Annex-1. 
2. 	

The Chairvvelcomed the participants and introduced the following 
agenda: 

i. 	
A review of domestic sugar prices in the wake of the ECC's 
decisions dated 28.12.2016, 28.03.2017, 18.07.2017 and 
14.09.201701/owing 0.225 MMT,0.200MMT, a3oo MMT and 0.5 MINT of sugar exports. 

if. 	
Deliberations on the recommendation of Sugar Advisory Board 
(SAB) of Ministry of Industries and Production (Moll)) to allow 
additional export of IS kW of sugar. 

The meeting was informed that the national average price of sugar in the 
domestic market according to the Sensitive Price Index for the week ending 
on9L8 

 November, 2017 was 12E53.89/kg which was much lower than the level of 
December 15, 2016 (12562.61Acg)- the baseline price. 

The meeting was also infonned by the representative of Ministry of 
National Food Security and Research that the sugar cane crop is expected to be 
81.4 MMT which is more than the targeted 68.5 MMT for 2017-18. 

The meeting was also Informed that total sugar stocks available on 20
8' 

October 2017 were 2472 NI/MT whereas the average monthly sugar 
consumption was 0425 MITT. The strategic reserves required for 45 days 
would be 0.630 No.fr and 0.475 MMT sugar had already been exported out of 
total export quota of 0.925 141MT. The total expected utilization at 

the beginning of crushing season adds to 1.505 MMT (consumption+ reser1es+ 
balance quota of exports). The net availability of sugar works out to be 0967 
MMT which added to the expected new production of 8.0 11.4/i1T of auger, 
comes to 1(.967 IVLMT for 

2017-18. Therefor; allowing the export of 01 (one) 
MMT sugar would not affect the domestic availability and price. 

The meeting was further informed thetas per the ECC's decision 
dated 

14.09.2017 almost 263,712 MT of sugar quota out of a total of 500,000 MT 
had been 

allocated by the SHP to the millers as of 13.11.2017 out of which 
124,000 MT of sugar has already been exported. 

After detailed deliberations, it was unanimously agreed to recommend to 
the ECC that export of additional01 (One) Million Metric Ton (MMT) of 

sugar may 
be allowed subject to the conditions already approved 

by FCC vide its decision dated 14-09-20 /7Annex-11. 

S. 	
The meeting ended with a vote of thanks to and from the Chair. 
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GOVERNMENT OF PAKISTAN 
CABINET SECRETARIAT 

(CABINET DIVISION) 

_ 
401 

/b. "K-( 

SECRET M IATE ?3  
3 fre, 

No.F.I/19/2017-Corn 	
Islamabad, the Ord  October 2017 

COR1UGENDJgg  
Subject 	

DECIS1 OP THE ETINC OF ECO OMIC COORDIANATIO 
COMMITTEE C OF THE CABINET HELD ON 14-9-2017 

Reference Cabinet Division's Memorandum of even number dated 21' 
September, 2017 on the above subject. 

2.  Para-110f the decision in Case No.ECC-96/19/2017 dated 14-9-2017 may be substituted and read as under:- 

RI. 	The ECC further decided as under:- 

a) As recommended by Sugar Advisory Board (SAB) of MoIP, a cash freight 
support of Fts.10.70/kg may be given to the sugar millers on export of sugar 
subject to the condition that the said amount offreight support will be given 
on a sliding scale between the international price of US5376/4T (as on 
0
8.09.2017) and S.:FOR/MT (the international sugar price which equals with 

the cost of production as calculated by Mot?) i.e once the price reaches at 
the level of $499/MT in international market the State Bank of Pakistan would effect stoppage of the freight support. On issuance of any export 
quota the State Bank of Pakistan shall record the prevalent international 
price on the date of issuance of quota and calculate the amount of freight 
support that the exporter would become eligible to on utilization of export 
quota. 

The provision of freight support will not be available for already utilized sugar 
export quota from the SEP allowed vide ECC's decision dated 18

,7-2012 The rest 
of the Unatilized quantity (including quota issued but not executed) out of 

300,000 MT shall be considered withdrawn. 

Freight support will be shared by the federal and the provincial governments 
on 50:50 basis." 

k....,--cere
aree Division 

Copy forwarded for information to the:- 

	

1. 	Secretary to the President 
Secretary to the Prime Minister 

	

3. 	
Section Officee(Progress41), Cabinet Division 

(GHULA 	c"A M At D) 
Joint Secretary 

(Cabinet Comittees) 
Tele if 9203014 

782 



Pllept 
af,(0 

114  4.44=r 
PRIME MINISTER'S OFFICE 

ISLAMABAD 
ReR5OF 

Subject 
SUGAR POLICY AND EXPORT OF SUGAR 

7. 	
The Prime Minister has seen and is pleased to approve the 

proposal at paca Sot the summary. 

- 
	7 ' 

(Paws Hasan Fawad) 
Secretary to the Prime Minister 

2.1--11 2017 
Secr_snimerce 
140. 33/1/./5/A-1 j)-al/7 

Cc: 	Seastary Inter Provincial Coordination 

R 154 
As., 
EDO 
JS EY M 
DO 
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SECRET 

Case No.ECC-125/23/2017 
Dated: 2.8.6  November. 2017 

EXPORT OF SUGAR(CR014  YEAR 2016-171 

DECISION 

The Economic Coordination Committee of the Cabinet considered the summary dated 

Tr November, 2017 submitted by Commerce Division regarding Export of Sugar (Crop Year 
2016-17) and decided as under: 

Allowed export of additional 1.5 million metric ton of sugar subject to the 
conditions atready approved by the ECC vide its decision dated 144)9-2017; 

No export quota shall be issued by SBP to arty sugar mill that fails to verify: 

the start of cone crushing latest by 30th  of November 2017 and continuation 
thereafter; 

timely payments for all the procurements of sugarcane as provided in the 
conditions of the notified approval of the ECC decision of 14-09-2017; 

iii. 	
The Inter-Ministerial Committee shall provide estimates of surplus sugar 
quantifies, after getting results of the crushing season 2017-13 latest by April 
2018, which may be allowed for exports in one go by the ECC; 

Federal Government shall not provide any freight support for export after crushing 
season 2017-18. Provinces should develop their OWTI policies for such freight 
support, whenever required in future. 

II. 	
The Economic Coordination Committee of the Cabinet further directed Ministry of 

Industries & Production to work out actual cost of production of sugar in the country to 

determine its price and submit a report thereof to the ECC for consideration. 
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IMMEDIATE  

GOVERNMENT OF PAKISTAN 
CABINET SECRETARIAT 

(CABINET DIVISION) 

NoE1/23/2017-Corn 
	 Islamabad_ the 19th March, 2018 

CORRIGENDUM 

Subject: DECISIONS OF THE MEETING OF ECONOMIC 
COORDINATION COMMITTEE (MC) OF THE CABINET - 
EXPORT OF SUGAR (CROP YEAR 7016-171 

Reference Cabinet Division's Memorandum of even number dated 

06E  December, 2017 on the above subject. 

2. 	In the ECC decision under Case Ne.ECC-125/23/2017, dated 

2Sth  November, 2017, following may be added as Pam I(v) of the decision:- 

'1 	 d for subsidy by the sugar industry, inter-alia, is based upon the 
nal betwTa, cost of production of sugar and prices in the 

BOAZ:the Ministry of Industries and Production was directed 
•  "22-9/2 	 MOTproduction validated through a third party". 

... 

w I 

NNEX-C 

(30  
/1.3)  

4)14:16 (CHULA/VI 	A 	) 
Joint Secretary 

(Cabinet Committees) 
Tele # 9203014 

06.A0 	 Secretary. Commerce Division 
Secretary, Industries and Production Division 
Secretary, National Food Security & Research Division 

tr° -r 

TIP  

Copy forwarded for information to the:- 

Secretary to die President 
Secretary to the Prime Minister 
Section Officer (Progress-I1), Cabinet Division 

*es* 

s 
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Annexure-6 

Government of Pakistan 
Ministry of Industries & Production 

No. 1(6)/2016-CA 	 Islamabad, the January 2,2018 

OFFICE MEMORANDUM  

Subject: 	EXPORT OP SUGAR 

The undersigned is directed to refer to Economic Coordination 

Committee (ECC) of the Cabinet decision in Case No. ECC-125/23/2017 

dated 28-11-2017 in• which ECC of the Cabinet directed this Ministry to work 

out actual cost of production of sugar in the country to determine its price. 

Ministry of Industries and Production has worked out the same which Is 

enclosed for vetting. (Flag/A). 

2. 	It is requested that the same may kindly be returned after vetting to this 

c)  Ministry for onward submission to the Cabinet Division. 

&F iii j'11-)  

....---- , 
(Muhammad Sohail ) 

Deputy Secretary (Reg) 
Phone No: 9203065 

- 

Finance Division, 
Sr. Joint Secretary (Corporate Wing), 
Government of Pakistan, 
Islamabad  

Director Director General, 
Agricultural Policy Institute (API), 
3r°  Floor Evacuee Trust Complex, 
Islamabad. 

CC: 

o PS to Secretary, MDR 
_o 	PS to Additional Secreteryd MolP 
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A 
ESTIMATED EX-MILL PRICE'OF SUGAR FROM SUGAR CANE PRICES 

SEASON 2016-17 

Sugar Recovery %age 9.93% As per production of sugar from sugarcane far the year 2016-17 

Molasses Recovery %age Lust As mentioned In PSMA annual report 2016 and telephonically confined by Assist Cane Commissioner  
small for he year 2016-17 

Sales price uf molasses Rs. / kg 12(kg 
The price of Molasses balls on the average prise of !eel 6 year export prices of molasses as mentioned 

In PSMA annual Report 2015 

Factors Amount (Rs) Comments 

I Price of Sugar Cane (Raw Marerla1Gost) 18L/ 40kg• Average price of Sindh and Punjab as notified by provincial governments 

2. gals'of molasses 21.12/40kg 
40kg of Sugarcane • Molasses Recovery% = Molasses in Kgs (40'4.40% = 1.76kgs) 	Molasses Price ' 
Molasses in kgs= Sale price of molasses (12 1.76 e21.12) 

3 Net Cost arrow material 159.81140kg Raw material cost - Sale of Molasses (181-21.12 = 159.88) 

Development Gess 1.50 As Calculated by EWA with Punjab Govt 

Market Committee Pee 0.30 As Calculated by PSMA with Punjab Govt 

6 Freight 2.00 As Calculated by PSMA with Punjab GoW 

7 Total Gust °Mow material 163.68/40 kg Net cost of Raw mateial • Direct Expenses (159.88 +1.50+0.30+2 = 163.68) 

8 Coin or raw material per kg of sugar 41.12/kg 
Sugar from 40 kg of sugarcane = 40kg sugarcane' Sugar Recovery % (40•9.23%=3.98kgs) 
Cost of raw material per kg of sugar + Total Cost of Raw Material / Sugar obtained from 40 kg of 
sugarcane I 163.60/3.06 = 41-12) 

Processing cost & other overheads 11/kg 
As Calculated by PSMA with punjaa Govt (Salaries n wages, packing expenses. Fuel n Power, Oil n lob, 
Chemical, Repair, other mfg, Depredation, Stores and Spares Cost, Admin &selling. Financial 
cost/expenses short and long term) 

10 Total manufacturing cos 	out Tax 52.12 

Note: The Price of Byproducts of Sugarcane i.e Bagasse and others did not deducted because it is not available in themarket. The price of 
Molasses is also disputed between Ministry of Industries & Production Calculation with Mills calculations they claim that price of molasses is 

Rs.5/kg 

A 



Annexure-6 

Government of Pakistan 
Ministry of Industries & Production 

F. No. 1(8)/2016-CAO 	 Islamabad, the February 27, 2013 

OFFICE MEMORANDUM  

SUBJECT: DECISION OF THE ECONOMIC COORDINATION COMMITTEE (ECC) 

OF THE CABINET  

The undersigned is directed to refer to the Cabinet Division's Office 

Memorandum No.130/P-11/2017 dated 20th  December, 2017 on the above noted 

subject and to state that the Implementation status of case No.125/23/2017 dated 

28-11-2017 duly signed by Joint Secretary (PSD) is hereby enclosed for further 

necessary action in the matter. 

(Muhammad Yasir lqbal) 
Cost Accounts Officer 
Ph.  051-9204720 

Cabinet Division 
(Mr. Muhammad Javed 
Section Officer (Progress-II) 
Government of Pakistan, 
Islamabad.  
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Government of Pakistan 
Ministry of Industries & Production 

Subject: PROGRESS REPORT ON IMPLEMENTATION STATUS OF ECG OF THE 
CABINET DECISION  

Text of Decision 

Case No 125/23/2017 

Present Implementation Status 

Ministry 	of 	Industries 	and 	Production 	has 
implemented the ECC of the Cabinet decision to 
the extent of its obligation. In this context, Ministry 
of Industries and Production have calculated cost 
of sugar and sent i t to Finance Division (Corporate 
Wing) 	and 	Agriculture 	Policy 	Institute 	(API) 
working under Ministry of National Food Security 
and Research for vetting purpose. 

Agriculture Policy Institute (API) endorsed the cost 
of sugar as calculated by the Ministry of Industries 
and Production. (Annex-I) 

Finance Division (Corporate Wing) has made in 
depth calculations and provided comprehensive 

Dated 28-11-2017 

II. The ECC of the Cabinet also 
decided that: 

Ministry 	of 	Industries 	and 
Production to work out actual cost 
or 	production 	of 	sugar 	in 	the 
country to determine its price and 
submit a report thereof to the ECC 
for consideration. 

calculations which are more authentic and coned 
(Annex-10. Ministry of Industries and Production 
endorses the calculations made by the Finance 
Division. 

Reasons for delay, If any in 
implementing the decision. 

Time by which the decision will 
be fully implemented? 

_ 

Whether the Ministry wants to 
close the decision? If so, reason 
thereof 

CERTIFIED that the 'Present Status/Progress indicated above has been approved by 
the Secretary. Ministry of Industries & Production. 	/99-9  

(Nad ern Ahmed Malik) 
Jai t Secretary (PSO) 
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Estimated Ex-mill price of Sugar 
Sugar Recovery %age 
Molasses Recovery %age 
Sales price of molasses Rs.fkg 

Factors 
Price of sugar Cane (Raw Material cost) 

2 
	

Sale of molasses 
Net Cost of raw material 

4 
	

Development Gess 
Market Committee Fee 

6 
	

Freight 
Total Cost of Pew Material 

8 
	Cost of raw maMrial per Es of sugar 

Processing cost 8 other overheads 
10 
	Total manufacturing cost without Tax 

Less: Adjustments 
Development cess 
Market Committee Fee 
Processing cost & her overheads 

Sub-total 

• Government of Pakistan 
F inance Division 
(CPC Section) 

F No. 2(3) CPC/2014-12 

	

	 Islamabad, the 10th  January, 2018 

OFFICE MEMORANDUM  

Subject"- 	EXPORT OF SUGAR 

The undersigned is directed to refer to Ministry of Industries & Production 

(Mollfirs 0.18.Ne.1(6)/2016-CA dated rd  January, 2018 on •the above subject and to 

convey fallowing views/comments of Finance Division: 

I. The underlying details forming basis of estimated cost have not been shared. 

it Basic cost vagables comprise "sugar recovery" and "molasses recovery 

percentage, which appear on the lower side, which essentially drive high cost of 

production of sugar. 

B. Both "Development Ceser and 'Market Committee -Fee" are allowable 

expenditures under the Income Tax Ordinance, 2001, therefore inclusion 

thereof, in the cost is not justified as the same is recovered subsequently. 

Processing cost et other overhead contain the aspect of depreciation and other 

post gross profit expenditure, which are either non-cash in nature or classified 

as period cost instead of product cost Therefore, their inclusion in the cost 

sheet needs to be relooked. In case the said costs are restride to only 70%, 

the manufacturing cost is likely to decrease substan Tally. 

Upshot of aforementioned aspects is tabulated below in different scenarios, in 

comparison with estimates provided by MolF1- 

Scenario-I Scenario-II Scenario-III Base case 
9.93% 11.00% 12.00% 13.00% 
4.40% 8.00% 7.00% 8.00% 

12 12 12 12 
Amount (Rs) 

151.00 181.00 181.00 181.00 
2122 29.80 33.60 38.40 

159.88 152.20 147.40 142.50 
1.50 1.50 1.50 1.50 
830 0.30 030 0.30 
2.00 2.00 2.00 280 

153.88 156.00 151.20 146.40 
41.12 35.45 31.50 28.15 
11.00 11.00 11.00 11.00 
52.12 46.45 42.50 39.15 

1.50 
0.30 
3.30 

1.50 
0.38 
3.30 

1.50 
0.30 
3.30 

Net total manufacturing cost without tax 	.52.12 

	

5.10 	5.10  

	

14125 	,87140 

 

ktikVz* 
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VP. It may he noted Mat adjusted manufacturing cost as above, will be further 

subject to off-setting by other •income (e.g. income from generation of 

eleciricity by sugar mills) which has not been quantified and factored in, which 

will further decrease the manufacturing cost. 

Wag may also examine the financial statements of the sugar mills for the' 

purpose• of cross verification. Similarly international benchmarks pedaining to 

sugar and molasses recovery may also be seen to arrive at a realistic 

manufacturhig cost 

Additionally, Manz may also see the post le Amendment scenario as the 

subject under reference falls under the purview of provinces. 

N telum) 
Research 0 cer (CF-G) 

051-9217856 
Muhammad Sohail, 	 • 
Deputy Secretary (Reg), 
Ministry of Industries 8 Production, 
Government of Pakistan, 
Islamabad.  
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Nodi i(3)APTPAPL2013 
Government of Pakistan 

Ministry en National Food Security and Research 
Agriculture Policy Institute 

Evacuee Tru.st Complex, F/51 
Islamabad 

***** 

Dated: 08-02-2.01 

Subject: EXPORT SUGAR 

Reference your letter No.1(6)/2016-CA dated January 2, 2018 on the subject cited 

above. 

2. 	The calculation of estimated exmaill price of sugar for sugarcane prices worked out by 

the MM Industries and Production seems certett. Moreover, the API has also worked out miti-

gate prices of sugarcane worked hack from the •varioun illustrative wholesale market prices of 

sugar for 20Y6-17 and hereby enclosed for necessary information. 

Ah1luiI K. rim 
Deputy Clile API 

PM 92 5967 

Mr. Muhammad Solmil 
Deputy Secretmy (Reg) 
Government of Pakistan 
Ministly of Industries am! Production 
Islamabad. 

c(1,7-ift 

ffr/ 
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MILL-GATE PRICES DE DULARCANE WORKED BACK FROM THE EXPLLTED 

WHOLESALE Me nil IspICES Or SUnAR DURING 201.5-17 

is 

ISS:IPSS per Leone— 
60,017102 

alesate &airs ill a iron ers ern on net puce Z610M5 2 El 
Fejafat sr rise snits En nns 4,074.07 4i444  .44 4,514.!i 

5255241 57 0891S 
Prierab MothsPajeb Sintin Punjab 

Pr °nesse% Lost ofst ode k i) 
S VIIUU of caRD no pr oUce 000 tom rr 	. 	055 r {ith 4- 31,582.51 11 £32.54 34, 70S5 34•,720.95 97,579.37 37, C 7a37 

7 SIMMS al base bupar recovery ('er cent) , 21 III. 63 9.04 lft 59 9,94 lair  
S Quantity of cane in tonnes required Le prod ore one 

lactIc of suk. 	p.00/itern 7) 
939 ye 

9 Pr Ire of or s I nne or rugarcann Otero Gil Ls m Si 169.l S395.49 3457.13 3,704.17 374 533 rL lll2  .5 - 
price of 40 kgs sic dr a 132.710 125.25 235$2  lea 17 149.81 150:51 

None: (a): Presunnied. 

(b): flab, or COSI Of cane no procession nett is estima ed at 66:24 

1996 by API arid 64-11.1111::55 and Consultancy. Sersncess  I Porno bad. 

Sokines: 
1 	For FED. FE, Islamabad. 
2 	For Recovery Roue: PSMA, Isle mv bad. 

rly by APIseas% o irrOdurrio [linty p reps El In 
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Annexure-7 

IMMEDIATE 

GOVERNMENT OF PAKISTAN 
CABINET SECRETARIAT 

CABINET DIVISION 

No.130 /E-II/2017 	 Islamabad. the 14Ih  March, 2018 

OFFICE MEMORANDUM 

Subject: 	DECISION OF THE MEETING OF ECONOMIC COORDINATION 
COMMITTEE (ECC) OF THE CABINET. 

The undersigned is directed to refer to Ministry of Industries & Production 

0.M No. 1(6)12016-CAO dated 27-02-2019 on the above subject and to request to 

submit a requisite report to ECC in form of Summary in compliance of pan-II of 

ECC decision In Case No. 125/23/2017 dated 28-11-2017 in its next meeting. 

rammad—Javed) 
Section Officer (Progress-II) 

Ph: 2103581 

Ministry of Industries & Production, 
(Muhammad YasIr [Sal, Cost Accounts Officer, 
Government of Pakistan, 
Islamabad  
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SECRETARY 

Annexure-S 

NO: OINSY:CC 	  
COMPETiTION COMMISSION OF PAKISTAN 

SOXERNO/MXT OF PAKISTAN 

9TH .m.not  (soma s S Towers. 55-13, 
Main 'Mirth Avenue. 
3Iu Area. Islamabad 
TM *92-51-9100250 
Pax: -92-51-910025S 

SRL: latspis tommic.gov.pk  

N Pemba 19,2019 

Muhammad Yasis Iqbal 
Cost Ascot:am Ofilcer 
Ministry of Ledusthes & Production 
Islamabad. 

SUBJECT: DECISION OF TIM NEEXTING OF ECONOMIC COORDINATION 
 

CONLNITITEE (CC OF TEE CABEVET EXPORT OF STIGAR 
(CROP YEAR 2016-17 

. MMismy Oldisszies & Product 	MC 1F) may piers: refer ro its - ter Nur 

1(651201 .ittIm iatel Mc^  Ione, 2019 and our .etter &even number bled 3th fuly, i 9regarding.  

he captionet *Mir& 

pram I —  of saga: Mr the on uc - rar 20;6-11; issued a General Order -color Pection 

the Competitor. Act, 2010 requiring all tue erws mills ro submit audised financial statements 

and cost wadi: reports for the FY 2016-11. Eirmhei:-.0/C. the mils were also &skied to provide 

turtommtIon as per the enclosed proforma (Aammutr -A). Responses from 39 ragarThilills of 

.rardab, 22 of Xs 	nr 	'PER were received. 

S. 	The shaming: of the Committee, eon:Muted by the C.ommissior. are :noosed 

herewith as Annexure-B. The average cost of production of sugar, using the actual data of 

Sugar mills of Punjab and Sindh amounts to Rs. 51.93 per kg, which is very close to the figure 

calculared by she Ministry Of Industries & Production i.e. Rs. 52.45 per kg. 

   

nth ni:tove 
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lie Of Molasses 
3 _ Net Cost 01 RV Material 

	

4 	ID[vehlpillent fess 
marketing 0.Meettee fee _ 

	

6 	Freight 

Sugar obtained from ease of cane 

Cost el Raw Marerial per kg olgugsr 

	

10 	ProcesSing Cast Ss caber overheads 

	

ii 	Total Marl aaCtring  Cost 

COMPETITION COMMISSION 011  PAKISTAN co, on ox 

VALIDATION OF COST OF PRODUCTION OF SUGAR FOR THE CRUSHING 
TEAR 2016-2017i  

In order to validate cost of production of sugar general order under Section 36 

of Go Competition Act, 201(1 ((ho "Act") was imcd to all sugar mills of Punjab. Sicdh and 

KPK. Responses from 39 sugar Mills of Funjeb, 22 of Sindh and 9 of KM< were received. The 

information 'reeked ilom these mills has boor uSed Co calculate cost of production for sugar 

for cniShitig year 2016-2017. 

2. 	- 	The information submitted by the sugar mills has been used to calculate cost per 

kg of sugar for each province; i.e. Punjab, Sindls and OK as shown in Table I below. 

Estimated 	Pace of sugar/1'0m sugarcane Prices 
Season 2016-2017 

Consolidated 

MaIngSeS ReCoveryscuee 
sale Prire of MolosseS gss/Kg 
menus-a:tens areas eras befom Ta 

2L 12.00 12W 

-- 
KUK •Sii1011  KI1611031  

As. Per eagg iS0.00 107.00 250,00 

Rkkn"S 	- 

Rupees 

RUpeCS 
R pees 

21,55 

15S Or 

0.30  
2 OD 

22.47 

n2:5 

21.41 
15s:50 

±32 

3.05 
43.21 

8.91 

-
1,50 

0,30  
2.00  

4.04 
alas 

KSS 
as/k5 	- 

6s1116
10.02 

Rs./Kg 

3.81 
43.89 

I0,a6 

3. 	
Since the MOI&P had calculated the average Ott of production of s gar using 

cast information of sugar mills of Punjab and Sindh, there° e, in order to being conformity 

with he MOI&F's calculations, the average cost per kg of sug r is calculated, using Mal data 

received from sugar mills of Punjab and Sindh, as shown in Table 2 below. The cal ulation is 

based on following assumptions:- 

tie sale price of molasses has been taken as Rs. 12/kg, which is based on the average 

export price of molasses for last five years. 

ii. 	
Certain charges i.e. Road Development Cess, Market fee and Freight have been taken 

as under, this is in accordance with he figures used by MOIST in their calculations. 

Road Development Cess 	•© 1.50 per 40kg 

Market fee 	 © 0.30 per 40kg 

C. Freight 	 © 2 per 40kg 
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10.11% 
4.65% 
12.00 

4.45% 

12.00 

SINDH PUNJAB AV RAGE 

The purchasc price or sugar mine inic been !Men IA the Notified 	price of 40kg 
of sunarcane. i.e. R, 182 	Sindli and Rs. tan Cor Punjab with an Average price of Its. 

181. 

iv. 

	

	Sugar Recovery percentage and Molasses Recovery Percentage are the average of the 

recovery percentages of Sugar & Molasses respectively for Punjab and Sindh. 

The information received from gild has not been considered for calculating theaverage 

cost of production to bring conformity with the calculations of MOl&P. 

Tal le-2 

Estimated Ex-Mill Price of Sugar from Sugarcane Prices 

Season 201E-2017 
Consolidated (Punjab and SIndh) 

Factors 

Molasses Recovery %age 
sale Price of M01a55e5F(6415g 
'M a factring  gram Rs./Kg before TRA 

Price Of Sugarcane Raw Material Cost Rs. Per 40Kg 122.00 180.00 181.00 

2 
3 
4 

Sale_of Molasses 
Net Cost of Raw Maicriol 
Development Coss 

R4PeeS _ 
Rupees, _ 	_ 
Rupees 

_ 	22.47 

159.53 
1.80 

21.41 
158.59 

ISO 
9.30 

100 

165.54 
3.83 

43.21 

8.91 

' iii;„,5.1.93.1 

21,94 

159.05 

1.0 
0.30 ,..,. 

167i09 
, 	, 

3,94 

42.45 
9.49 

5 
6 
7 

8 

9 
10 

11 

Marketins Committee Fee 

F r eight 
Total Cost of Raw Material 

RUpePS_ 
Rupeet, 
Rupees 	_ 

Kgs  

arias 
Rs./as 
gaikg 

0.30 
2.00 

_ 	168.53 

4 04 
41.53 

10.06 

asi,.74[ 

Sugar obtained from 40ks of Cane 

Cost of Raw Material per kg of Sugar 

Pro6cssIng cost gl other ov,erheaas 

tal Manufactring 	ost To 	 C 

4. 	The average cost calculated by the committee ash g actual cost data is Rs. 51.93 

per kg, whereas, the average cost calculated by the MOI&P is Rs. 52.46 per kg. The overall 

average cost is almost the same with a minor difference of Rs. 0.53 per kg. The difference in 

average cost calculated by the MOI&P and the Committee is due to the different recovery 

percentages of Sugar and Molasses and the samp e taken. 
*** 	*** 
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No.0(291)5.0.(Ext:)/2016 
GOVERNMENT OF SIMON 
AGRICULTURE, SUPPLY & 

PRICES DEPARTMENT 

Annexure-9 

Karachi, datcd)).-11-2017 

SUMMARY FOR CHIEF MINISTER SINDU 

SUOJECT; .R.POUEST FOR GRANT OF SUI1CIDY p E • 	• 	• k 

$5,20/1(6 flYTiIl IPDERAL GOVERNMENT  

The Chairman, Pakistan Sugar kIllis Arsoclallon (PSMA),.sindh Zone Wte 

lather dated 217' November, 2017, addressed to the Honorable Chief Minister Sindh has 

intimated that Outing the meeting of PSMA-Centre and Sindh Zone with the Honorable 

Prime Minister of Pakistan on 21-11-2017, the Prime NIMIster has agreed to cons:der 

allowing subsidy or Rs 15/Kg far export of surplus sugar with a ratio of HOMO t60% to 

be paid by Provinces and 40% by Federal Government] (Annex-A)- 

2. It may kindly be noted that the produrrion cost.  or sugar has been 

established by PSMA at fts.61.19/Kg and a subslangel stock of surplus sugar Is available 

with mills. The PSMA ha= been pursuing UK matter for allowing export of sugar and 

subsidy or Rs.18/Kg on export of sugar In wake yof available surplus stock and 

decreased prices In the International market. The Etonomic Coordination Committee of 

the Cabinet has allowed export of 0.5 MNIT df Sugar (Annex-R) with wash freight 

support of Rs•10•7/Kg on the recommendation of the sugar Advisory Board of Ministry 

of Industries, Government Of PakIstOn, so that sugar mills may oranorolcally shed off 

their present accumulated stocks of sugar and sty in a position to crush entire crop 

available during the coming crushing season 2017-18. The PSMA has apprehended that 

In case, timely action Is not taken, the sugarcane growers and sugair'mills along With 

vg  the government shall be facing a very difficult situation. 

3. 	The crushing Season or sugarcane 3
97-18 by the Sugar Mills In 9ndh han 

e t 	 a 
started but the mills are apprehensive to start CntshIn du o availability of 

	lame 
g 

quantity of sugar stock, carried over from the last crUshIng season 2016_17.  

tl with CarriSCallrier 

3Carine0 with CernScanner 
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( 2  ) 

lts pertinent to mention here that ir Uie mills do not purchase sugarcoa
t..  

front growers and light Up their beam Immedlately, It Is likely that We sltuadon would 

get worse and grotkerS May Incur husky losses of Lhelr egg,. 

vlew of the above positron, It Is proposed that noderal Government inDy 

be appmached to consider PSMA's request for PubsIdy of Rs.20/K9 on ASO bksIs on 

export of sugar to save the sugar Industry and sugarcane growers of Sindli from losses 

and avert possible shortage of commodlry In We next season. 

6. 	Honourable Chief Minister SIndh may Idndly pass appropriate orders. 

/41.1. 

(SAILS 3AMAL ABM)) 
Sr.CR.TARY TO Gave. OP SINN I 

MINISTER FOR 
A 

. 	SECRETARY, F1NANCR 
Cr 

b; 

NI 	CHIEF SECRETARY smbij 

2 
0  

klyte4 

CHTEM71$TERSINUR 
1'1a-is\ 5 LL:t 	 . 9  

C‘Ftnen-  jnekS,  laranke 	Gsk&s,,t.uct mlaskcat 
ts•-- ms-4 lit 

'Of* A • r 	 , - 
we._ cala-t-- A  

At 04011•6-1U 

_m_77_11  

-L-  

Qv 

4allna;cracecli9,4  
L1C—J  

Seenncd with comsr-nner 
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SUMMARY FOR THE CABINET 

MINISTER INCHARGE 	 SOHAIL ANWAR SIYAL 

SECRETARY 	 SAUD JAMAL ABRO 

GOVERNMENT OF SINDH. 

DATE OF SUBMISSION. 	 di th  December, 2017 

SUBJECT: REQUEST OF PSMA FOR GRANT OF SUBSIDY ON EXPORT OF 

SUGAR.  

The Chairman, Pakistan Sugar Mills Associanon (PSMA), Sindl, Lone. 

letter dated 215* November, 2017, addressed to the Honorable Cole( Minister Sirido 

has intimated :hat during the meeting or PSMA-Cente ond Sindh Zone with Elie 

Honorable Prime Minister of Pakistan on 21-11-2017, the Prime Minister had agreed to 

consider allowino subsidy of Rs.15/Kg for export of surplus sugar with a ratio of 60:40 

[60O to be paid by Provinces and 40% by Federal Government] (Annex-A). 

2. 	It may kindly be noted that the production cost of sugar has been 

established by PSMA at Rs.64.19/Kg. A substantial stock of 0.5 MMT approx. surplus 

sugar is available with mills at present in Sindh Province. The PSMA has been pursuing 

the matter for allowing export of sugar and subsidy on export of sugar in wake of 

available surplus stock and decreased prices in the International market. The Economic 

Coordination Committee of the Cabinet has allowed export 01 1.5 mr.rr of sugar (all 

Pakistan) and a cash freieht support of Rs.10.7/Kg on 0,5 MMT (Annex-0), on the 

recommendation of the Sugar Advisory Board of ministry of InOustrfes, Government of 

Pakistan, so that sugar mills may etonomilly shed off their present accumulated 
stocks of sugar and stay In a position to crush entire crop avalleb!e during the comno 

crushing season 2017-18. 

tt,,zaa 
haiutch 

No.8(291)5.0.(Ext:)/ 2015 
GOVERNMENT OF SIMON 

AGRICULTURE, SUPPLY & PRICES 
DEPARTMENT 
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The crushing season of sugarcane 20/7-18 by the Sugar Mills In Sindh 

has started but the mills were apprehensive to start crushing due to availadlity of a 

large quantity Of sugar stock, carried over fro IT the last crushing season 7016-17. it is 

pertinent to mention here that If the mills do not purchase sugarcane from growers 

and light up their boilers in a timely manner, it Is likely that the situation would get 

worse and growers may incur heavy losses of their crop. 

Meanwhile, the hionorabie Chief Minister Sindh on the request of PSMA 

approved the proposal to approach Federal Government to consider PSMA's request 

for subsidy of Rs.20/Kg on 5050 basis on export of sugar to save the sugar industry 

and sugarcane growers from losses and possible shortage or commodity in the next 

season and placement of the matter before the Cabinet (Annex-C). Accordingly, a 

D.O. leider addressed to the Honorable Prime Minister of Pakistan has been sent on 

23-11-2017 by the Chief Minister Sindh (Annex-D). However, the demand of PSMA 

has not been accepted. 

It is submitted that the Economic Coordination Committee of the Cabinet 

has alimped export of 1.5 MMT of sugar and a cash freight support of Rs.10.7/Kg on 

0.5 NIMT, on the recommendation of the Sugar Advisor/ Board of Ministry of 

Industries, Government of Pakistan, however, the PSMA is demanding a subsioy of 
Rs,20/Kg on export of sugar to avoid losses. 

6. 	 The meeting of Sindh Sugarcane Control Board was also held on 
29-11-2017 and it was decided to start sugar mills from 18  December, 2017 and fix a 
rate of Rs.182/- per 40Kg/Md as a minimurS price of sugarcane. However, the PSMA 
has accepted this arrangement with serious reservations. 

I. 	 In order to resolve the matter of the demand of PSMA for allowing of 
remaining amount of subsidy Le. Rs.g.3//Cg on export of sugar, the Cabinet is 

requested to deliberate upon the issue and devise/ decide a policy/ criteria for the 

support of sugarcane growers as wail as sugar mills so that sugarcane sector does not 

suffer. For the purpose the cabinet members may deliberate and decide a support 
policy on appropriate eligibility criteria/ terms and conditions. 

8. 	
The matter is placed before the Sindh Cabinet for deliberations and 

cecision as deemed appropriate. 
API\ 

tri8SK SECRETARY TO GOVT. OF SIN Dli 

Suomec mth Carnicennx1 
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MINUTES OF THE CABINET MEETING FIELD ON e DEC 2017 AT 2'00 PM 

UNDER THE CHAIRMANSHIP OF HONORABI F CHIEF MINISTER SINDH 

AT THE CABINET ROOM 791FLOOR NEW SECRETARIAT BUILDING 

KARACHI 

Choir 	 Syed Muted AK Shah, Honorable Chief Minister. Sindls 

In At 	Please refer Annex -A. 

Agenda Items 	Following agenda items were discussed during the Meeting: 

Agenda Item-1 Confirmation of the Minutes of last Cabinet Meeting held on 

28-10-2017 	 . 

Agenda Item-2 Proposal for grant of Cash Freight Support on export of sugar 

1  Agenda Item-3 
i 

Compensation for Project affected persons of Thar Goal 

Project 

PAgenda Item-4 DI Conversion of SSOC loan into Grant 

'I  Agenda Item-5 HOPP Subsidy Rules, 2017 

Agenda Item& Enhancement of Government of Swill share in Hub BlocK 

' Agenda Item-7 

I 

Grant 	of 	Charter 	to 	Government 	College 	University, 

Hyderabad 	 i 

Agenda Item-8 Grant of Charter to City .  Universitc. Karachi 
Agenda Item-9 Re-composition of SESSI Board 
Agenda Item-10 Karachi Water & Sewerage Board Rules on Water Hydrants 
Agenda Item-11 Wheat Procurement Target 201718 (Additional) 
Agenda Item-12 The Sindh Industries Registration Act, 2017 (Additional) 

Dffiti  
Opening: 

V The meeting started with the recitation from the Holy Omar) The 
Honorable Chief Minister. Sindh Syed Muted Ali Shah welcomed 
participants in the meeting and briefed the Cabinet about purpose of the 
Meeting and asked Chief Secretary, Sindh to introduce agenda items to 
be discussed in the Cabinet. 

Agenda Item-11 Confirmation of the Minutes of last Cabinet Meeting held 
on 28 10 2017 

2.1 	The Chief Secretary, Sindh requested the respected Cabinet members 
confirm and approve the minutes of the last Cabinet Meeting held on 

28-10.2017. 

2 The Honorable Chief Minister, Sindh inquired if minutes of the last 
iffddhinet meeting have been circulated to all members and any respected 

13xouty Secretary (Cubmet &PM1 
som.00eoartmEiLl. 	

Page 1 of is Q.:lyem111W pl SI ridh 
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3 5apTplcriteeHabenccr:sbblieneCtradtboruit Aminieseteurn, Sint_dh asked Minister for Agriculture w 

3 6 The Minister for AchesSure a gs Jahr veth growers and PSMA 
pprised the Cabinet that bre Surer Cane 

Control Board works under section-3 of Sugar Factories Conte-oh rSirsdh 

ismendment) AM, 2009, its function is to recommend sucked:me ence rn 
consultation wrth SOS El mills and growers and recontjend sugarcane 
crushing season date in consultation with stakeholders Two separate 

mesrings were held with growers and PSNI.A. The issue is of Steckdired 

sugar stocks which were not allowed for export due to inelfiereno3 of 

Federal Government The growers have invested their money In seeds,  
pestrordes and fertilizers to IITOW sugarcane crop. If mills are net opened 

on ti mu P will Oe huge loss le the growers. The PSMA with roservolions 
agreed to light up their boderS but crushing has not started The rOottosl 
of PSmck Is submitted before the Cabinet lo consider additional support of 

Ps .9 3/kg for export of sugar in addition to Rs 10-7 support on 	I coisoare 

Mao 5000 with Federal CV:PM-POW If addibonal supped is given to 

IsSIAA, \viU be in beet interest of ouldbandgrOvierS 

a / 	Ihn Intiester for Indusincs aporisod :he Cabinet Mat whenever supped 

is raven lo 1331.1/3  its cfrests do not Ifichte do erf to gronvon and tpowdru 

me !cast paid fOr Weir COP the eddennal cash fraught Support shall be 
given d it is ensured Mar grove:5 are paid As 102/mound al mama:env 
Tla• Minister for Feud erode: see Me point and ssid that our instle el IL1LJ Id 

be opening of Seger rorIrs So Mat crushing season !tans on Irma I he 
Minister for Agriculture added that sugar carte from Punjab is cold on 
of ices of Rs 110 or Rs 120 per rnsund in three d Stride of Sukkur, Carobs 

and Kashmore-KanChkor 
3 0 The Honorable Chief blinder, Smarr ;raked Se:re:pry PrIlirrICJI 	men 

110 views on financial (repeat of the additional support to hot saran le 

sugar aura owners for export of sugar. 

3 9 	The Secretary Finance apprised the Cabrnet that if additional C11511 

freight support of Rs 9.31kg is translated into money terms its financial 

!nicest would be huge The budget 2O16-17 was presented rmln deficit of 

Rs.12. to Rs.14 billion If additional suppers is given on the export of sugar 
it wilt decrease the development budgets share in corning electron year 

In case cabinet cepsde to gtve this additional cash freight Sur-Toni:. the 

amount for additional suppon of Rs .9.3rkg will have to be speed fern; 

Outside of ;he Crudoei 2016-11. 
3 10 Tire Minister for Health apprised the Cabinet that the ;trot:tent 

sercitis and this is the lerum where should be soived I ireobtleo :tiff 

At • ArSbuic mills do not pay then axes and duTss which must ter am. 

grpsly Scr cVAary (Cabinet PP) 

SGA3CDerravear  

GOVOTINIPPLo!S reas  

Scam-POnth Cama.antler 

303 



concerned authorities and simultaneously they pay less to grower 

cOmpared to support price of Rs.182/maund. Before allowing additio 

support to the sugar mills an agreement or bond may be signed w 

PSMA that they will pay actual support price of Rs.182/maund to all 
growers. 

3.11 Minister for Local Government apprised the Cabinet that Sindh's 

economy is agricultural and it is worldwide global practice that agriculture 

sector is supported by governments with subsidies, support prices 

Fertilizer industry is already given sohsjdies, the proposal of additional 

support for export of sugar is good because it Will resolve the issue of 

growers. 
3.12 Decision: The Cabinet approved the additional cash freight support of 

Rs.9.3/kg of sugar in addition to its 50% share in the cash freight support 

of Rs.10.7tIdg allowed by the Federal Government on the following‘ 

criteria/ tdrms & conditions. 
The mill is regular in discharge of its Road Coss and there are no 

outstanding dues related to Trading Corporation of Pakistan. 

The AOriculture department may reach an agreement with the Sindh 

Bank limited and deposit the full amount of cash freight support in 

SBL. 
C) No mill shall claim a cash freight support of Rs.9.3/Kg for any quantity 

greater than 20,000 MT. 
The mill has got no over dues in the GIB Report issued by the State 

Bank of Pakistan as of 31.10.2017. 
Growers' liability for the season 2016-17 is cleared and the Cane 

Commissioner has issued a NOC in this regard. 

No Government of Sindh affiliated payment is outstanding against the 

mIll. 

Agenda Item-3: Compensation for Project affected persons of Thar Coal 

Prolact 

4.1 The . Honorable Chief Minister, Sindh mentioned that Energy 
Department has suggested that they need further analysis to improve 
their proposal: hence this agenda item may be deferred. 

4.2 Decision:  The Cabinet decided to defer agenda item no-3 
"Compensation for hrScct affected persons of Thar Goal Project". 

Agenda Itorn-4: Conversion of SSGC loan into Grant 

5.1 The Chief Secretary, Sindh asked Secretary Energy to brief the 
. 	,AdCablnet about agenda item-4"Gonversion of SSGC loan into Grant". 

Dj<ft ;p.te 

Dtputi etrelast(Cablnet &PIM 
SGABOtteDfitotzt 

Government ol Snub 

Pag^ 4 of 16 
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GOVERNMENT OF SINDN 

AGRICULTURE, SUPPLY & 

PRICES DEPARTMENT 

NOTIFICATION  

No.5( 291)50(Ext:)/2312 es Dec  dic %%on % the %%vie% Ccieinsi) meeting %%33 

6 	Derber 2017, tile  b93%11133: Dc orii 	
GOV.eraia :in of S nog ik pleased to %neon% 

Cr! CdditiOnel  cash Crete% support is' Rs 9 Ikeig on export 3' sugar i %%bon to 50% share in 

Etc caSe Freight support of Rs 10 70(Kg alloweC by the Gokernmere or Pakistan) 

2 	This zeal:ten% cash freight 5330%3 shell be given urcei the following %Rena/ terms & 

conthetince 

no Hi u regular in theenarge 0' its ecce Coss an 2%re are no outsraoding dues 

%ark% to ire/ding Coccoret,on ol Oci  ST4.1 

The Sciiculture deportment may reach an agreement with the Smdh an Limited 

and decoct the full amok% of %sib freight %%port n SSL 

No mill shall claim a cash ireght sroort % es 9 3.1
% for any quantity greet% than 

20.t00 MT 
1P3 oil I 1935 co! riD Over 13333 in 1,93 C Resort issued by the SIB% 93% of 

ti5 Of 31 10 2017 

ie) ern irk 3313),  For the %a eon %Lb 7 s Cleargeo no tr cur% Commikstoner [ma 

laiSd'a'aJ 3 NOC in this 
No Gorki omen: of Sodh atelieted payment is ac%tarang against the mill" 

(SAPID lAMAL ABRO) 
Secretary to Govt or Stridh 

Karachi, dated the 02-01-2319 

A copy is forwarded to the roldog3 

The ConitiOei  Secroiiso to G....error S nek Vence 

7. 	Tok olliCipai 'Secretary La Ch .:e Ichinisser Sind h, edrecei 

3 The 111111 Secretory 91933"re Nationel Food Seeker, &Research, Governme% Cl. 

PakiSlen Is !Malta": 

I a.10 nt See eV, 	1ir 3', 03 ineUrli its Ge.ornaleri W Pakeiten Islamabad 

c The 9-celery to a creme% of Sing 

6. Presiorn1 Sindb Bonk Linead 98i3C11 

S. The  Deputy Conellesoner 

aalle aliaa'alOr 9-lormartee A93:9 tal$EFLellSion Hider dtac 

The Cane Conroe-33-re 	ieeh H5der3hclk. 10 at 	nrip L.-te 

It. The Sectio31 Mc% (1 is ithticie te.. Drea emeriti  Cee2rnrent of 3n3h, 1 aiach 

13 The Celle% menace 	  %our Ni is 	 

(e  LDEPTVUTY SE 13ETARY (TECH;) 

2 	ta 	 noulture, %%ply "Th-t. 	Tent, Gout of Sind% Kar00% 
emit, Gout of Son, Its reels, euituie %op) 9 %3 

with 	ono' 

%el 
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NO: 8(291)S0(EXT) 
GOVERNMENT OF SWIM 

GRICULTUER, SUPPLY & PRICES 

, 
	 DEPARTMENT 

Kernchi dated: (MOctober, 20111 

SUMMARY FOR CFIITEF MINISTER WWI 

GRANT Of ADDITIONAL GASH FRIDGIMSUTPORT ON EXPORT OF 
SUGAR 

The Scurcliiriat i  of Chief Minister Sindli lies lb:worded a copy of lector of 

PrikiSlan Sugar Mills Associiiiiion (PCNA) Sindli Zone doled September 15. 2018 WiLCI'Cill the 

:honourable Chief Minister Slid: has been requested for disbursal of funds to Sindli Bonk 

Limited fL, I onw:Pd payincnt to exipoiiiiip sonar mills fegardfig subsicly on enport of sugar 

gra:itch by Government Of Sind& The Honourable Chief Minister Sindh has bean pleased to 

record following minutes on the request chhIMMA (Annow1): 

"Fur accessofy ael:011” 

SW- 

Daled 19-09-2018 
Chief Mitilstcr Shull' 

1. 	 During the crushing season 2016-17. Pakistan Sugar Mills Acsocialion (PSMA) 

aosclicil Ft dmal Government for allowing :horn la export surplus sugar stoelss and 

honsialed giont of cash freight sappog of Rs.20/- per Kg due to low prices in international 

markets  Tim sonar mins showed tOluctuciac to purelLaSQ sugarcane from growcrs for iho crushing 

nvencii 2.017-Ill duo 	availabiliv of huge sugar stocks which werc not exported dile to forlorn! 

ILLIIL Vii OKJI•1/11 

3. 	 Ilcoi101111: 0OOrhill:111 on Conte: Men (ECG) of' the Cob] not allowed 0.560 

minium tom,  ma 1..5no intilion ions expoLts oo 14-09-2017 and 72-12-2017 respectively Le. 2.00 

1111111:G LiLLg Olil 	Illis 	thy SLirle Bank of Pakistun allocamd quoin of 1.700 inillion 

:111 101,101/- per kg on copoG or sugar was granted to be equally 

JitLi by Glisral and provhDial govertimoins with, 	 fallowing conditions • 
(AIIIILIN•11).1" 

• 

The 911111 egoism orushing :MD by 301It of Nnvember 2017 and continuation therealler. 

Li gly paying iii for 	proctincionis of sug LCLIC as provided in the pp roved 
: 	C.1:11(11tItniscoLictilmed le Do SCS.1 decision of dated 14-09-2017. . 

‘14hfcce 

-ec7  

SenedwOCen 
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( 2 ) 

On the request of PSMA:Sindli Itegion, the llonuorehle Chief Minister Sheet 

mole a letter to Federal GoVerornent for getsli of cash freight 	of les.20.1- per kV- 

/Immo/to the, demand was not acceded 	IVICM1V1Ilie. tire silgfil 	Showed drew iv:tette) to 

Mad mills otherwise Orr the pretext That they had huge stocks Available which netel to 

efleortern They demanded addition-AI cash feivlit support of Itts.9.3/- per Kg .110111 Gomm/nom! 

of Simile 

The provincial cabinet of Sindh deliberated LILO matter in ItS meeting hold till 

OA-12-2017 (Amity-11) End unproved HAM of additional cash freight support of lis.9.30 per 

leg on export of sup:-  on the following criteria. Resultantly, the Honourable Chien minister 

in611 allowed provision of additional financial  support to snyar mills and release Of aLt 

of 110.50 billion for payment to sugar mills through Sindh Bank Limited, in addition lo tIre 

,cashfreigLttsuppom of 115.10.70 (-per kg alleectl Ity Lire Federal rnovorietic(itt- 

1 	tt) llie snill is regelarl 	tlischnme or its Road Gess mid there arc no oulvtanclii 

related to TiAditig Corm:v:16mi or l'Altistan. 
b) The Agriculture demeiment may reach an agreement with the Sindh Bunk Unified am' 

deposit the Full amount of cash freight support in MIL. 
E) Ho unlit shall claim is cash freight support or I(s..9.3/Itg for airy quanilly gram] than 

20,000 MT. 
d) The mill lois got no °vimdoes in the CM Report issued by the State BHA olltakivlan 

ef31.10 2017- 
co Growers littbilliy For the season 1010-17 is cleated and the Cane C0111111iriiiiiiiiir leer 

. 	Issued a NOC iii OA:meg:ed. 

II 	No Govcrement of Mad', aflhhiatctl payment 5 outstoinlicrntestinst the mill, 

The Government of Sindh. also deViscd A criteria hr 	reltlitiurrel ; 

support to the Sileer MOS Cie earleil Of Sieger Wiriell 	erierlreei 	due 

Lere011111 or putchase orsitearetrne for the season, 2016-17. 

Finance Department, Government of Sindli had released tin amount or Its.2.5110 

blIllen en r.500tmt or addllitinttl cash freiglit support to the exporting sugar mills which were 

dolomite!, In the Sindh Bank Limited for payment against the claims through Sindh 

The. Sindh Bate; Limited vide letter dated September 7, 2013 has furnished a list ol 

OIhlnttt lecelved end NH Hoeg with mill wise details of outstanding claims according to which 
VInluip. of 16,11,123,857,1501- have been received out or which 114.2,499.826,0.50/- have been mild 
tvhiLI hit 111111111111 of 	

iS to be paid against the remaining claims (Alleti.-B)e 

Slat IMO flhiilivr Inionnad Met as per arrangemenk public notices for additional cash freight 
iIIiiIuLl

Were priiiiirdled Lit lire leading newsppess by the SLAVA Bank Limited:Therefore, Ilse 
Ujrni 

 

$conned with Carmseanner 
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RV VIRAGO 

( 3 ) 

s!.telis 	 flier Ciovernment OESLIWL, iiitc,ids la slop paymonts on ac 

adS11.101MICaSh !HOU SUppOrtiqr 	If) Mat day Gm publisk the sonic In Mc jewri 

imaId any linomial daimallussIos to (lio took. 

10- 	 In view of the idiocy it is opposed Ilait tho Monourablz Citiof Itrinisor Si115:11 

'tiny kindly; 

a) 	Mow roleasc of 1111 	of Rs.1,020,031,100/- from the Mock allocation fur 

titoment oft:kilns us cash froislit support ugnitisi export of Rigor 

itt• OR 

It) 	Isom nocessimy ORItICSIL`IlICCHICa appmprirec. 

Glutton:MO Chief Minister may kindly like to api 0 

0(a) OR 10(b), above. 	• 

proposal contjiod ii 

"As\ 

 

swasTit9A19P. AGRICULTUIO 

sj_es 

(AGIIA %AI MERU° EN) 
SECRETARY PO GOVT. OF MICRO 

\It  

 

   

-1-• • f 0, • 

    

• 	Mtn 

Scanned mth•  CamSeanner 
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CRItlERNnlItN l' OF SINDII 

FINANCE .1113PART3113NT 

31:11.113.3 

RUNIMURN FOR CHIEF NI INISTFR NIjU  

OF ADDITIONAL CASIT ORRICE. PURPORT ON EXPORT 
OF SOGAR  

   

As a motor of Rol there are two different heads under which Government or 

hash laal provided subsidy rut Wthar expthas in the lass financial t war CFY ofirolth, that is. 

Its;930 [ICJ KG soh/wary for the sugar exported by the mills ,t)Cakd ill Sinai% subject to a 

1111DX111111111 of 20,00D tons per mill pu be paid through Sindh Bath Limited) and IR 10.70 pes 

KG subsidy for the sugar expoNed by the mills Located in Sinn, on she basis of 50:50 ratio 

between ripverninent of Sindh and Government of Pakistan. It is not clear AS to whether thou 

is any tipper export limit per sugar mill. 

1st. 

 

It is mentioned that subsidy el Rs 930 per ff•G announced by GOVer111110111 Of 

SiOn los alveady !consumed Its 2.500 million during din last flunneial scar (3017-1n). 

Aceettltng 	Sinsth Dank Limited, this amount has been fully connumed. 

15. 	
As odd above, Goyonment uf Ribbon provides all iliCciltiVC Elf Its

ICC 

	11).7(1 pet 

1.)1‘ C.:q71311. 	SIIW.1.11  11 be slim 	
in, 50:50 ratio koncert riovemment of Poldslon awl 

GOCLIILLSCLIt 	S;n1.11I 	11.1i4 [1111110 	
:Iminmt of Its LOOP million was released Id State 

Penh of l'althaon lty (ith'efl11111:111 cif Skint ill the 111-CAOLLS financial year l2013-Ift). 
Atwooling 10 State Ranh of Patiorni, this ornotott has been fully utilized, further illtill1111illtr. 

111111 11Ie el:Ii1111; amounting to Its 3,226,200,9P1/- the ontromilints against Othemmern or 

Shari thumestive-NR. 

th 

	

	
It it it:levant to point out that the outstanding 411101111i arts 3,220,260,0

1)3A 

Slale1373111: ni pakisuin pixies a signify:art obligation it) GOVCIIIIIitfli or silo,. It oir.ci 

Implies that then: shall be substantial outstanding subsidy claims ill respect of R39.30 per 

IRO 

	

	
give]' bytriovernmeot of Sindlit in ICSIICCt of which Its 2301111111110t1 

already howl CO111.11111.CII. the brealain of total claims in respect of State Bath of Pithisloo 

rod Shrill Book is is Linden 

/lantana claimed by the 	/CRP 	Ils 3376.200,993/- 

Amount claimed by Siodli Baol; Limited: 	Its I 421 031 WE 

bowl month' due: 	 Rs 4.550.291.093A  

Of, 	• 	The legrl obligation of the Government of Shrill in respect of pot:morn of 

Prithly Inwards both these schemes is established as the SBP Government of Pakistan 

161CIIIS 	11[P,ICCLI III ncc level while the probincial scheme was approved by the Sindli 

CrIthiel• The deetslon of ECC has also been approved I notincd by provincial Cabinet 

(AinietornstrI) 

lb.

LnstuiiL 	Agriculture Oepanment has demanded 	 for 

rAYIIICIII of vIDImb as Gash Freight Sonoran against export of sugar. ((approved, the amount 

shall lox lo be riven outside budget. 

19 

: 1/7  
Phallist 1)eparancittillIV,05eli_ In %if tY pin" '' 	I cOnSVairili. tht't 	11.171.11.1:. 

:Uu!CiLlItiiC Lb:porno!.::I5 ont make a commitmeot that no ollwr subsidies 'loll be 

411 tut Agriaulttnt 	tor wide: any schetwe I Nteefonli 

tonarr with CamSuanner 
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(DR. NOM( ALA MI 
Secreltry 	Roct) 

CHIEF SE drrmtv.siN1111. 

2 
beitle•-4 

,3 catilityath 

F•tt 	 pa,1“, a\ • 	̀Mtzie:bresc.0141.1 	
—97/Vie 

ia5rIctiryy,e, daetitivw_tea 	Q-Y‘SLtre 48,4 

caL 	ConniorLs iCtiAwiek. 1Upprtra ktro C4(11.4 

at, cktAici‘tot 10 • 14 LW 	ate Asyi 
ck:04:m4tent. vva-0  (22,761^6 	 j460.,,‘  
qi .‘ kz., 	.(kncycs  ancoa,Jac,,,k, 	. cr'  L9595" 	1 
(143? vcvnl. 	co.W '04 	1-f-6‘t• 	-fisv 

Li\ 
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Annexure-10 

COPY NO. 	 
SECRET 

No.7 (2)/2012-EXP-B1 
GOVERNMENT OF PAKISTAN 

MINISTRY OF COMMERCE Bc TEXTILE 
(COMMERCE DIVISION) 

SUMMARY FOR THE ECC OF TOE CABINET 

	

Subject: 	EXPORT OF SUGAR (CROP YEAR 2017-181 

Export of sugar (except organic brown sugar) is banned ender the Export Policy Order 

2016 to ensure adequate supply of sugar at reasonable price in the domestic market. However, 

the last few years have seen production of sugar in Pakistan surpass its consumption, which 

created surplus in the market Hence, specified quantities of surplus sugar have been allowed for 

export during the last few ye t pr 'd liquidity to the sugar manufacturers enabling them to 

make payments to sugarcane growers in a -timely manner. 

In order to ascertain the quantum of sugar stocks available in the country, a method of 

The Sugar Advisory Board (SAB) was held on 11.09.2018. Dining the meeting it was pointed out 

that sugar production for 2017-18 was 6.617 MMT with a carryover stock of 0.541 MMT from 

2016-17. The consumption of sugar 01 the end of October 2018 was expected to he 5.196 MMT. 

Heade, the surplus stock of sugar is expected to 1.962 MMT. In view of the availability of 

surplus stocks of sugar. SAB recommended that after accounting for two months' consumption 

and retaining two-month reserve stocks, export of I (one) MMT of sugar may be allowed. 

Minutes of SAB are at Annex-I. 

In accordance with the directive of the Prime Minister No. 3546/M/SPM/15 dated 

25-11-2015 a meeting of the Inter-Ministerial Committee was held on 17-09-2018 in the 

Ministry of Commerce (Annex-II). Tim later-Ministerial meeting endorsed the proposal of 

SAD for allowing export ill (one) MMT of sugar sabject to the following condition: 

	

I. 	No freight or financial support will be provided to millers/exporters by the 

Federal/Provincial governments; 

	

IL 	The inter-Ministerial Committee will meet fortnightly to review sugar stock, 

export and price situation; 
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In case of any abnormal increase in the domestic price of sugar, the Committee 

would recommend to the FCC of the Cabinet for discontinuation of further 

exports; 

The export quota will he implemented and monitored by the State Bank of 

Pakistan (SRI') on first come fast served basis; 

Only those mills will be allowed to export who have cleared the outstanding dues 

of farmers for sugarcane crop 2017-18 and start crushing at full capacity by 

30.11.2018 as required under the Sugar Factories Control Act 1950. In ease 

export quota is granted prior to 30th  November 2018, the exporter/miller shall 

give.  an  undertaking that it shall commence crushing as required under the 

Sugar Factories Control Act 1950. 

Exporters will ship their consignments within 60 days of quota allocation by the 

SUP. In case of non-shipment within the said period, a non-performance penalty 

of 15% will be imposed on the respective miller. 

Since all the relevant Ministde&Divisions were part of the Inter-Ministerial meeting, 

their views have been made pact of the recommendations. 

The recOmmendations of Inter-Ministerial Committee at pan-3 of the summary are 

submitted for consideration/approval of the ECC of the Cabinet 

Advisor on Commerce, Textile, Industries & Production and Investment has seen and 

authorized the submission of the summary to the ECC of the Cabinet. 

Ilkunabad 28 September 2018 

 

(lobanunad Younus Dagha) 
Secretary 

  

2 
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Government of Pakistan 
Ministry of Industries & Production 

'no 01( 

frfA/416 — 

4673 

No: 1(3)2018-CA 	 Islamabad, the September 14, 2018 

OFFICE MEMORANDUM 

Subject 	MINUTES OF THE MEETING OF SUGAR ADVISORY BOARD (SABI 
FIELD ON SEPTEMBER 11. 2016  

The undersigned is directed to enclose herewith a copy of minutes of 

the meeting of Sugar Advisory Board (SAB) held on September 11m, 2018 at 14:30 

hrs In the committee mom of Ministry of Industries and Production for information 

and necessary action. 

Each As Above 

Distribution: 

(Muhammad Yasir lqbal) 
Cost Accounts Officer 

Tele: 051-0204720 
Emaitcaoministry(ggmail.com  

The Secretary, Finance Division, IslamaCacl. 
The Secretary, Wo Commerce, Islamabad. 
The Secretary, Iwo National Food Security & Research, Islamabad. 
The Governor, State Bank of Pakistan, Karachi. 

	

S. 	The Chairman, Federal Board of Revenue, Islamabad. 
The Secretaries, Food Department, Government of Punjab. 
The Secretary, Agriculture Department, Government of Sindh. 
The Secretaries, Industries Depadment, Government of the Punjab. KP. 
The Cane Commissioners, Punjab, Sindh and KR. 
The Chairman, Pakistan Sugar Mills Association (PSMA), Islamabad. 
The President, lessen Board Pakistan, Lahore. 

Cc. 
PSO to Minister for Indushies & Production, Islamabad. 
PS to Secretary, Mol&P, Islamabad. 
PS to Additional Secretary-II, Mol&P, Islamabad. 

	

IV. 	APS to Joint Secretary (PSD). Mal&P, Islamabad. 

3 
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Government of PakNtag 
MiniStry of Industries & Production 

coo> 

Subject 	MINITIVS OF THE SUGAR ADVISORY BOARD (SABI MEETING HELD ON 
SEPTFMEIER 11 2017.  

On the request of Commerce DNislon. a meeting of the Sugar Advisory Board 

(SAS) was held on September 11, 2016 at 14:30 his under the Chairmanship of Secretary, 

Industries 84 Production on behalf of the Chairman of the Board. In the Committee Room of 

MOIP with the agenda proposed by the Commerce Ohrision I.e. to review overall availability 

and sleek paSilien of sugar and to workout exportaNe surplus, if any. List of participants is 

at Annex-A. 

2. 	The meeting started with recitation from the Holy Gwen. The Chair welcomed 

the partiCipants and apprised therm of the context. The Chair invited chairman, Pakistan 

Sugar Mills Association (PSMA), to present his point of view. The thairman, PSMA. apprised 

the Board about the production of 6.617 MMT sugar during the recent crushing season in the 

country with the net excess of about 2.00 MW. He further Informed that the Federal Board 

of Revenue (FAR) has fixed Sales Tax on assessable value © Rs.6/- per kg on registered 

and ROY- on non-registered companies. After bdelly explaining the history, he finally 

requested to kindly solve the.  three main issues of the Industry. (I) PSMA requested that 

sugar may be excluded from Schedule 1 of Export Policy Order. (II) PSMA requested that 

outstanding rebate must be released to them for smooth payment to the gravers. (III) The 

surplus stocks to be allowed for export as soon as possible. 

S. 	The Chair appreciated and acknowledged the role of the sugar industry In 

national economy which has contributed significantly in the growth achieved during previous 

years. The Chair then Invited views of Government Representatives. 

The Representative of Commerce Division explained that they approached 

the Cabinet for excluding sugar from Schedule 1 of Export Policy Order. Cabinet Division 

approved the summary however. Ministry of Law and Justice stated that It was the last few 

days of the Government when this decision took place, therefore, it la better that case may 

be reconsidered by the new Government, afresh. The Chair directed the representative of 

commerce to pursue the matter on priority basis. 

The Secretary. Ministry of National Food Security and Research explained 

that due to water shortage• we see low production of sugarcane in upcoming crushing 
season. 

7ti 
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6. 	 The Chair enquired about the production data from the provincial 

representatives. The following figures were stridulated with consensus after considering total 

production of all the Sugar. Mills of Punjab. Sindh and Khyber Pukhtunkhawa. The 

Representative of Sindh did not participate In the meeting and the SAB forum considered the 

production of Sindh as per their fortnightly repoit 

Total Production  
Lq MIIIke TORS 

Total Production 
(by the end of current crushing 

season November 2017- Apr1118) 

Provinces 
Punjab 1865 
Bina., 2.281 
MVPs,  Pokhkrilidivo 
0.42010.0401' 

0.470 

Total Producnont 8.017 
Carry over stocks (2016-17) 0.541 
Total Availability 7.158 

Total Consumption 00 Months tili 0.433) (4.330) 
Present Stocks in band Total AvallabIllty-Total Consumption 2.828 
Expected 	Consumption 	for 	2 
months (September & October 
20181 of 2017-15 

(2 months 60.433) 0.868 

Gross Stocks resent Stocks in hand-Expected 
Consumption be 2 months 

1.982 

Strategic Reserves 2 Months 910.433) 0.866 
Net Excess Difference Gross stocks -Strategic Reserves) 1.096 

'Overal I production t expecled beet StOsf 

The Representative of Finance nformed that the projections of next year crushin 

may be analyzed to check the available xportable stocks. The chair agah Inquired about 

the future estimated production torn provincial representatives. However. Representative of 

Punjab and Khyber Pakhtunkhwa stated that the estimated production in Their provinces is . 

expected the same as last year. 

After consulting all stakehol ers, it was concluded unanimously by the Board 

that total surplus sugar by the end of season will be 1.962 MMT: therefore, after deducting 

Strategic reserves of two (02) months i.e 0.856 MMT, we may be left with Net Surplus of 

1.096 MT. therefore It will be safe to recommend export of 1.00 MET without making it 

time-bound and it can be revlevosd by the Monitoring Committee. The Board also 

recommended a Monitoring Committee to ensure the availability of sugar in the country on 

monthly basis. This committee will be headed by Joint Secretary (PSD) and representatives 

will include from National Food Security and Research, Commerce. Finance, PSMA and 

Provincial Cane Commissioners. 

The meeting ended with a vote of thanks to and from the Chair. 
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"Annex-A" 

   

LIST OF PARTICIPANTS OF THE SUGAR ADVISORY BOARD (SABI MEETING HELD 
ON SEPTEMBER ii 2018  

Mr. Khalid Masood Chaudhary, Secretary, Mol&P. 	 In Chair. 

Dr. Muhammad Hashim Popalzal, Secretary MNFS&R 

Mr. lftiitharAIl Shallwani, Additional Secretary-II, Mol&P. 

Mr. Ghulam Dastglr Ba/och, Join Secretary, Mol&P. 

Mr. Daman Qureshi, Joint Secretary, Commerce Division. 

Mr. Moeen Atm! Afi, Secretary (Export Policy), F.B.R. 

Mr. Abdul hameed Baloch, Deputy Secretary (Reg), Mol&P. 

B. 	Mr. Imtlaz Ali Swarm Food Security Commissioner, Wo NES&R. 

9. 	Dr. Imran ullah Khan, Deputy Secretary (CR-I), Finance Division. 

10 	Mr. Shakeel Ahmed, Cost Accountant, Mol&P. 

11 	Mr. Muhammad Vasir lobar, Cost Accounts officer, MolP. 

12 	Ms. Beira Mahboob, OD, State Bank of Pakistan. 

13 	Abdul Ghani, SID, State Bank of Pakistan 

14 Mr. Muhammad Salaam Hussain, D. G, Industries Deparbnent, Punjab. 

Mr. Wajid Ni, Cane Commissioner, Punjab. 

Mr. Bible Hassan Sherazi, Asstt Cane Commissioner, Punjab. 

Mr. Muhammad Shakeel, Cane Commissioner, KR. 

Mr. Javed Kasten', Chairman, PSMA 

Mr. Iskander Khan, Sr, Vice Chairman. PSMA 

20.. Mr. Abdul Qadar Khattak, Chairman, KP, PSMA 

Ch. Zalta Ashraf, PSMA 

Mr. Aslam Faruque, PSMA, Sindh Zone. 

Mr. Ahmed E. Hasham, PSMA. Sindh Zone. 

Mr. Ahsan Lag!, PSMA, Punjab Zone. 

Mr. Nauman Khan, OSMA, Punjab Zone. 
Muhammad Waheed Ch. PSMA 
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Annex-II 
GOVERNMENT OF PAKISTAN 

MINISTRY OF COMMERCE AND TEXTILE 
(COMMERCE DIVISION) 

Minutes el the nter-Ministerial Committee Meetine ml moor( of Sneer 

A meeting of the Inter-Ministerial Committee constituted by the Prime Minister vide 

directive No. 3546/M/SPIVV15 dated 25-11-2015 was held in the Committee Room of Ministry 

of Commerce on 17-119-2018 at 2:00 P.M. The Advisor to Prime Minister for Commerce, 

Textile, ndustry and Investment chaired the meeting. The list of participants is at Annex-A. 

The Chair welcomed the participants and after a brief introduction, the deliberations 

started. Secretary Commerce briefed the participants that export of sugar except organic brown 

sugar is banned under the Export Policy Order 2016, to ensure reasonable price of sugar in the 

local market However, the last few years have seen production of sugar in Pakistan outstrip its 

consumption, which created surplus in the market. Hence, a specified quantity of surplus sugar 

has been allowed for export during the last few years to provide liquidity to the sugar 

manufacturers so that they are able to make payments to sugarcane growers in a timely manner. 

The Secretary, Ministry of Industries and Production informed the participants that a 

meeting of Sugar Advisory Board (SAB) was held on 11th  September 2018 and it was 

unanimously agreed to recommend export of the 1.00 MMT of sugar keeping in view sufficient 

availability of sugar in the country. The relevant figures presented to the SAB are under: 

QV in Million Tons 

Total Production 

(by the end ofciorent crushing 

Provinces 

Punjab 3.865 

Sindh 2,281 
axon November 2017- Aprit18) Khyber pukfinadchwo 

(0.429+0.040)' 

6470 

Total Production: 6.617 
Corry over stocks (2016-12) 0.541 
Total 4vailabIlily 7.158 
Total Consumption (10 Months @°43) (4.330) 
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Present Stocks • ha cl Total Avallabilily-Total Consumption 2.828 

Expected Consumption for 2 

months (September & October 

2018)6,82017-18 

(2 months (§0.433) 0.866 

Gross Stocks Present Stocks In hand-Expected 

Consumption for 2 months 

1.962 

Strategic Reserves (2 Months ®0.433) a 866 

Net Excess Difference (Gross stocks -SYrateglo Reserves) 1.096 

The Joint Secretary, Ministry of Industries informed that it has been proposed to keep 

two-month reserwistocks to ensure that sufficient sugar is available in the market. Previously, 

the practice was to keep 45 days strategic reserves stock. It was also pointed out that availability 

of sufficient stock is ensured for domestic consumption during the holy month of Rams= cry 

year while enacting such export. As the next Rai= Ms in May 2019, which is soon after the 

end of crushing season, sufficient stocks would be available at that time. 

The Joint Secretary, Ministry of Commerce informed the participants that prices of sugar 

in domestic market have been witnessing a declining trend. According to PBS data average sugar 

price in domestic market was Rs. 56.06/kg as of 6th  September, 2018. Yearly price average of 

sugar in FY 2017-18 was Rs. 53.70/kg as opposed to Rs. 64.994g In FY 2016-17. All the 

parti "pants were of the view that in case permission is granted to export sugar, p 	f g 

needs to be monitored to check any abnormal increase in price in the local market. 

The representative of the Ministry of Finance said that since no subsidy is being given, 

therefore, they have no objection to export 1.00 MMT of sugar as per standard terms and 

conditions. The representative of Ministry of National Food Security and Research said that 

export be allowed only to those sugar mills who had paid all their outstanding dues to the 

farmers and start their crushing season as required under the Sugar Factories Control Act 1950. 

The Secretary Commerce suggested that the IMM under Ministry of Commerce may 

review/monitor the overall situation about export of sugar fortnightly on the basis of 

recommendations of monitoring committee of MAP as proposed in the said meeting of MB 

regularly during the crushing season. The committee would also monitor the price of sugar in the 
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local market and in case of an abnormal increase in price in the local market, it would 

recommend discontinuation of thriller export of sugar. 

8. 	All the participants endorsed the proposal to export TOD MINT of sugar subject to 

following conditions: 

No freight or financial support will be provided to millers/exporters by the 

FedegalfErnvineial governments; 

The Inter-Ministerial Committee will meet fortnightly to review sugar stock, export 

and price situation; 

In case of any abnormal increase in the domestic price of sugar, the Commi we Id 

recommend to the ECC of the Cabinet for discontinuation of Thither exports; 

iv. 	The export quota will b 	plane ted and monitored by the State Bank of Pakistan 

(SEP) on first come first serve basis; 

Only those mills will be allowed to export who have cleared the outstanding dues of 

farmers for sugarcane crop 2017-18 and start crushing at fill capacity by 30 I I 2018 

as required under the Sugar Factories Control Act 1950 In case export is affected 

prior to 3e November 2018, the exporter/miller shall give an undertaking that it shall 

commence crushing as required under the Sugar Factories Control Act 1950. 

vt 

	

	Exporters will ship their consignments within 60 days of quota allocation by the SHP. 

In case of non-shipment within the said period, a non-performance penalty of 15% 

will be imposed on the respective miller in line with the ECC's decision in Case No. 

ECC-96/I 9/2017 dated 14111 September, 2017. 

7 	The meeting ended with a vote of thmilcs to and from the Chair. 

pp  c4 
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Annex-A 

LIST OF PARTICIPANTS  

EXPORT OF SUGAR MEETING HELD ON 17.09.2018 

S.No. Name Designation Organization 

1. Mr. Abdul Rezak Dawood Advisor for Commerce, 
Textile, Industry and 
Investment 
in-chair 

Ministry of 
Commerce and 
Textile 

2 Mr. Mohammad Younus 
Dagha 

Secrdtary Commerce Division 

 Mr. IChalid Masood 
Chaudhary 

Seaetary Ministry of 
Industries and 
Production 

 Mr. Muhammad Daman 
QuresM 

Joint Secretary/ EXIM Commerce 

5 Mr. Ghtdam Dastgir Than 
Belo& 

joint Secretary Ministries of 
Industries and 
Production 

6 Mr. Imtiaz All Gopang Food Security 
Commissioner 

Ministry of National 
Food Security and 
Research 

7 Ministry of Finance Dr. Imran Zillah Khan Deputy Secretary (CF) 
8 Mr. Atif Ariz Deputy 

Secretary/ EXIM Wing 
Ministry of 
Commerce 

9 Mr. Muhammad And Section 
Officer/Exports-Ill 

of Ministry 
Commerce 

	4 
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SECRET 

Case NotECC-96/1"9/21118 	EXPORT OF SUGAR (CROP YEAR 2017-18) 
Dated: 2 Oetelier,-20111 

DECISION  

The Economia Coordination Committee of the Cabinet considered the summary dated 
28th  September. 20181,S0-011rte4 by the Commerce Division regarding Export 

of alagal.  WNW Yeatl 2011
7-19) antiallowed expOrt of I (one) mMion metric ton of sugar Subject to the following 

i. 	
No freight or financial support will be pmvided to millers/exporters by the 
Federal/Provincial Governments, 

A 	
The Inter-Mmistedal Committee Will meet fortnightly to review sugar stool, =port 
and mice litaation, 

	

in 	
In case of any ablionnal increase in the domestic price of sugar, the Committee would 
recommend to the ECC of the Cabinet for discontinuation of further Mcports, 

The export quota will be implemented and monitored by tile State Bank of Paldstan 
(SEIP)orrfirst come first served basis, 

Only those Mills will be allowed to export who have cleared the outstanding dues of 
farmers for sugarcane crap wpm 2017-18 as required under the Sugar Factories 
Control Act, 1950 and notified by the respective Cane Commissioners 

The mills would start crushing atñzll capacity by I5th  November 2018. In case otport 
quota is granted prior to the said date, the exporter/miller shall give an undertaking 
that vvill commence ensiling firms the said date. 

	

vii. 	
exporters will ship their consignments within 60 days of quota allocation byte SOP 

mac or non-ilipmem within the said period, a non-perfortnance penalty of 15% will be Imp:tied un the respective miller.  

	

v111. 	Sugar mills/exporters who are defaulters of banks will not be allowed to export sugar 
11 	

the ECC directed FOR to submit a report on Mx evasion being made by the sugary 
Industry to the BCC in its next meeting 
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Annexure-11 

COPY NO. 
SECRET 

No.7 (2y2012-Exp-m 
GOVERNMENT OF PAKISTAN 

MINISIRY OF COMMENCE & MOILS 
(COMMERCE DIVISION) 

SUMMARY YOB ME FCC OF Tel CABINET 

SUBJECT: RESOLUTION OF ISSUES CONFRONTING 713E SUGAR EIDUSTRY  

Minister of Notional Food Security and Research and Advisor to the Mute 

Minister on Commence, Industry, Textile and hwesOnent held meetings with the representatives of 

Pakistan Sugar Mills Association and representative of Eisner Inched on 28.11.2018 and 

2911.1018 to resolve the issues facing the sugar industry so that sugar mills Marl their production 

at their earliest Owing the meeting the representatives of PSMA presented the following demands: 

Conditions for export of one million tops of sugar be rekomd. Moreover, exporters 
rosy also be allowed to sell additional one million tons of mg lithe local market 
without paymad of sales laX on MO pattern pftviously [Milted Under En's SRO 
77(1)/2013 dined 702.2013. flunhaniore, the export gads f Sugar may be 
enhanceciby 0.1 MATT; 
TCP niay be dincbuld to procure 250000 Ions of sugar from the sugar millers; 
Federal Oovesintiant to immediately =lease' Rs 2 Whim of outstanding subsidy 
claims to the SHP. The remaining payments may also be released by the end of 
DI,Callb011 

iv. 	FBR may charge sales tax on saw at the prevailing ex-mill price instead of 
charging sin price of Rs 60. 

2. 	It may be pointed out that in the previous year freight support on export of Mgr 

was given on sliding soak bused on the differential bent= the domestic cost of production of 

sugar, which visa provided by the lanirtry of Industries and Production, and the International price 

of sugar. Thu calculations submitted by the Ministry of Industries and Production on the pattern of 

height support provided during the last year, when 2 MMX of sugar was exported, slow that 

provision of freight support is not justified. The Wallah= are at Annexa The proposal of the 

sugar indultry to sell additional one million tons of sugar in the local market without payment of 

sales tax on the omens previously notified under FIXIfts SRO 77(I)12013 dated 7.022013 would 

automaton to payment  of a fixed subsidy of around Rs. 6.60arg on export of ugar. Moreover, 

FCC of the Cabinet in its decision dated 2s 11 2017 on freight apart for omen of sugar had 

inter-nun decided that the Federal Government shall uot provide any freight support after crushing 

season 2017.12 (Annex-119. As regalds procurement of sugar by TCP, it may be mentioned that 
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similar decision was mad by ECG/Cabinet last year on the demand of sugar millers, which did not 

materialize..lbe requests for payment of outstanding claims and charging of sales Ole at Myth-keg 

ex-mill price may be considered. 

	

3. 	In view of the above discussion, the Advisor on Commerce, InthiliFICS, Textile and 

Investment has proposed the following recommendations: 

' 	The condition that auger mills would start crushing at full capacity by Ian' 
November, 20111 to be eligible for report of sugar as approved by the Cabinet may 
be waived; 

'ii. in case freight support is decided to be provided on export of sugar. the decision of 
ECC dated 22 112017 ratified by the Cabinet on not providing freight repport on 
export of sugar by the Federal Government will have to be reviewed; 
Freight support in the foim of exemption from peyment of sales tax on domestic 
sale of additional one million tons f pro export tone million tons of sugar 
during 2010-17 on the Pattern of SRO 77(1)/2013 dated 7.023013 may be ailowed. 
Secretary Commerce Division does not agree with the proposal of granting waiver 
from ales tax on domestic sale of additional one million tons of sugar. Instead the 
Provinces may be exited to pay freight support as sugar policy is their domain and 
ere as different noes of sugarcane procurement and cost of production prevail in 
different areas 
a:port quota of sager may be enhanced by 0.1 MMT, blab would not be entitled 
to eny freight simpers or tax wairee 
Procurement by TCP was a notestercer last year and hence may be avoided; 
Frearma DiV13101.1 11144y be dimmed to immediately release Rs 2 billion of the 
outstanding freigfa support claims, whereas the remaining anemia may be released 
by the end of December 2018. The Provincial Governments of Punjab and Sindli 
Pm be asked to release Orestending amounts of freight support on evert of gar 
during 2017-18 immediately; 
Fart may be directed to charge sales tax on domestic sale of sugar at the prevailing 
rental price instead of charging t a fixed price ofRe 60/kg, Moreover the base 
rate maybe reviewed on a monthly basis from loamy 2019. 

	

4. 	The recommendations at pan-3 of the summary are submitted for 

consideratiordapproval of the ECC of the Cabinet 

Advisor on Commerce, Textile, Industries and Investment has seen and approved 
the summary. 

	

6. 	Primo Minister/Minister in Charge for Commerce has seen and approved 
submission of suninurey to the ECC of the Cabinet. 

filamabed06412erember 2018 

(Mohanuasd Yorems Dagha) 
Secretary 
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(Mob bah 

No. 1(3)/2016CA 

Government of Pakistan 
Ministry of Industries &Production 

*tt"t—thm AMY -EY—I 

Islamabad, the Noveinberag, 2018 

OFFICE MEMOIR/MOW 

DEJECT: METAIL8 OF TME COST PRGRUCTIONzOF syszot 

The undersigned Is directed to mfer to dontinaras Chador] leder No 7(3)/ 

12.Smort411 dated November ze, 201$ end to enobse beneath a cost of 
'deaden Of 'tiger as desired by Carnmettt DMIRIOn. 
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Avenge Sugar Recovery %age 
Anstge Mohases-Rectrrtry %RP   9.99% 
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SECRET 
	

PVL 

Case No,ECC-14309/20111  

Dated: e December, 201B 

RESOLUTION OF ISSUES CONFRONTING THE SUGAR 

INDUSTRY 

gEOSION 

The Economic Coordination Committee (ECC) of the Cabinet considered the summary 

dated 31°  December, 2018, submitted by the Commerce Division regarding Resolution of 

Issues confronting the Sugar Industry and approved the proposals at para-3 (I) & (iv) of 

the summary. 

	

1i 	Th ECC underscored the importance of providing relief to the farmers by 

ensuing start of crushing by sugar mills at the eadlest. The ECC decided that since the 

entire issue of freight support arose due to varying procurement prices of sugarcane 

fixed by the Provincial Governments. therefore, the freight support may be 

determined/paid by the respective provincial Governments, if deemed appropriate. 

	

IR 	The ECC directed Finance LeViS1011 to release Rs.2.00 billion for payment of 

outstanding claims of freight support for sugar export, being federal share. 

• • 

\017  
0,AD 

M1.111Maittl  Section Cnostafee 
MtDiStIV ut tTh.,o‘o. 

1MOMUbttO  

e6 
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SMITTEN: OF VHS PUNJAB 
FOOD DLTVIRTMENT 

NOTE FOR SECRETARY TO CHIEF 
MINISTER PUNJAB 

CCUTES C F3TCETING TO Rn. rX ISSUES 
32CD SltARili2USTRI 	0,1 

JP OP  

A vnce UN; or, Thc subj3“ WaS hcid cr: 642.2018 uncle/ 01^. 

IC Tict !TH., 	runinb. 

AcTaneLTpy, 	13,ir.utLs 	1713363; F.rt prep:To and 

313:3E1atATulex-A 	r.rpravul 

4."77;Iii? 
"ftwi SaOUTIAT etiLl 

SECRETARY FOOD 

SECRETARY TO CR 6/31110STER 

S 	 4Am.. cAuk.  — 

to 

071.0/11  
Ister Wc‘ 

N 
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tollliITLE  , MEETING TO REVIEW ISSUES OF FARMERS HNC 
011OAR NDUSTRY REID ON 05-12,2010 UNDER THE 
GRAMMA( SHIP OF CHIEF MINISTER. PUNJAB 

	

1)4, 	Ravi cd dr fl minuloo or lha ineallng appended I Annox-B ow 

rinpropail. 

	

OU 	Foliar nacasaory ncllon may Int Inlion actaallngly. 

L 	 

4011-RAHEAL,6 	SIDDIC11111 
Principal Secrainry lo Chief /*Patti' 

Punjab 

SECRETARY FOOD 
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MINUTES OF IIIEETMG TO  RSVIEW Isat./Eri OF FAR.P,IERS AND 
nucnn 

INDUSTRY HELD 011 0&11201D UNDER THE ClIAIRMAN9I0P 
 OF 

F MINISTER PUNJAB 

A oicutingto reviewissocnofaudar Dcotor and Forman
,  war. held under 

the ChnitmanOlip &the Chief MiniSter, PUiljab on Go Decernbc 2015 

in thc committee room niChici Minister:: 0111Cc. 

	

2.. 	Themeeting started k`.1111 II recilation (rum gm Holy Quinn. 

	

3 	
Minister for rood appriscd rho ehalr of the aituation. Ile tur:Itor 

appdacd that Covtrt,mcflt Is all act co encure amooth conduct of cane 

cmghiug. In this end, all stakeholders ix., fanners and 
PSNIA acre rimtly 

canned and nit on baard, tic furthcr apprised thm PS1,IA 
had placed :heir 

demands before the Cabinet COmmiltee which Including payment of 

p:ovatclol ;there of pending expert rebates thPl Ice Chid 
Minister vals 

plem.r....1 to approve. Chief MjnkLcr uni also p!car;ed to seek Inter:cation of 

017 Fl2d:frli Co.:Emmert on rclnant isoues by v..ririnr,. n dn.-001116a] IctLci 

addresned to the rederal Pinnace Minister. He :write that ECC ,vhile 

conoldTring demands of PE MA al!nwed export of 1.1 NIFIT •nugat 

report:dry burden of rArbracly, 1 lemendsd by PSAIA. boa hear) wised on lo 

the Provincial GovernrnentE,  

	

9. 	Minioicr for Agricticdrc oppriavd that cone crushIne mutt coma:al.:ea 

early 

 

is it would bcpelit both growers mid mills end to address monim.: 

concerns of the formers, He sI50 apprised thAL tinting negotiation,  with 

group of former% Doemciition oining protect nt Thokoe Nlaa Deg. fmr 

demands of amedatIon of PIRG, overbilling by DISCOS and highlmattedrynn 

by over 'tarmac °Dinah; of energy diaribution CoMpaniez may kindly by 

considered. He urged the Choir to Implement dreleann of FCC for the ifert 

being to resolve “zue of start of en:thing and the matter sn2ysubscriuently 

ISIcen up with the Federal GOLtaltEleJlt at appropriate time. 

5' 	Additkrad Cliki SeetetarY {Home), on o gut ry fram the Chair. 

opptiscd aim criminal taxa, again.; renrclentatives of farmers associatbm 

tan be recioiird. 

IL 	Secretary road oppdacc that already Chief Minister Itys very kindly 

approrrd payment of arrears of export 5.1bVidr on auger to the tune of Rs. 

5  
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;VII} !Anion fa fit441111111 fir reifer Mg/Inn  ' a Mg> 
eallabittft tenant 11a1/4- the re-com ard4f Mott* 0,124tnm ngnatng nnggg 
af maw: on a subdtly fif 	Ontern1; Crangn n Cann ng-  nt. 7,29 6•SZ'99  
tablet a 1.1 14111 of Kok Oft laIlloo; rento r 1,0 tat bar rtr," 
orninlly gat 01 Ann! Of 60`4 fn trifM woo tropano, flr 	CJV -cra7" 
to Rs 4mW billion (LI M1471 dud. p harp cr.. Rep:nteetr 	••=r-f-r 

*Mt on thin entire ealmtay ton tfto frarthro -1-kb 	r:C=2" 

ProafrAt onPr „pan of mama ProthOny, Patrol etracrocat otheart Mar 

nUbrdtly wiSh POPtinnen 	50doliniodp but that -gene nen Ins -Ir.. Tgonn in no- 

rod to MSc fop 4t rzoltcreith entamt Efenternta- 

Sentartry Ilnanoo appasnd thoi deddiodo) Wooden troth trfer-tha•-• 

tractent to ftw 4 w5 Win,  ond dinky:Intl cov gppeop-o:owe Er..dgeo_ 

E. 	Mier deiailnd delitoyoriono, the following deploOnsanw 

Pownont of nuboldp in the EO-vi-  mifin o ttac Ppnjob at the or-ed 

525 per kg. to 'Agn-  apprarrx1  pacaratt-  (.20171aj by tf= -at 

foollociol abort for afar of Innyn, VT-a d..or_d   The 

quontity for which the thin* fro -*b 	ap-prthiVn Mra 

not excwwl 52% of thc too/ expo-mil.] -*lam mat es ortheocal TET 

FCC. Purttior, tho mottcr. shd/Je alcod Wore cabinet cront 
Finn= and fthveloptocat for in Mastherodeo rot 

fitzedilgcm-This  

approval, however, wffl bc lintod that founediatz soot of thasto the 

the stun milli; In ponjpb.-  The Prortiol Goroomonn abaft as 

up thm *tea of .nubsidy rihnnflg tnith igcn genera! Cflnni 

tho decision h remind in vatting. 

Addthord Chief Scar* then* shall ott as Prot Mrs, on 	 

of Pan jab GtrinlinICTil, far resohtdon of tastes, reform! to 0190*. 

hiedighted by farm* associndons. 
ss 

fflJ  Addititmn) Chief ,Seeretary. (Home) shall woke nect-s-r-47 stors ribr 

jtvlinsfigs.vgaInsr. 
thpret‘ntathresof growers association. 

bel 

	

	194 Digni/UnenO:livimlOnat and Disuictadrothistrations shen 
ensure 

obsdipance of nowial fidiOds, correct weight and nclinn 
2gain-5n 

weigh flagon/ thandth 

9. 	The Chair desired Wham a fallow up meeting with bothstake. holders 

Poolldularly euPAr mJilu to apprise.
. and =heroin to them resaloe a 

tbo 

Covomment to protect dghtsofformcn. 

the meriting ended 
with a tom of (hooks at and from the Choir. 
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/ Depal Mont/ 
Officals 	low TA 

.y v 

AA10):1),  
(Gluier Sao Mane 	s 

Secretary to We 
Cabinet), SAD 

ACS Punjab 

Annexure-13 

EARIIIET lAUSINIIOS/  WI 1 MORI! Y 
11111101/511 31)1.. MESSENGER 

No SO(CAB-Ii)1-0/2010 
GOVERNMENT 0111 TIlla PUNJAB 

SERVICES 0 GENERAL ADMINISTRATION 
DEPARTMENT 

th 	 (Cabinet Wing) 

Soled Lal ore, the aultanooly, 2019 

TI

Jo  

vitvichtioilal Chief Secretary, Plintob 
Adalunal Chief Secielvry (Eno gy), Punjab 

The 	Govt of the Punjab, Irrigation Depotriont 

The SeoeOry, Govt 	the Punjab, tinoce Department 

r  /7k1.7 5  .... 	1 ite Secretor, Gout or the Womb, :DORI ie.5 Dellartniere 
Thc arodory, Coat of the Punjab, LEDO Department.  

The Secretary Goat of the Punjab, PARE DepaiRrient 
Ti ie Peacloy, GM of I he Pentair, SHP:ME Nepal Intent. 
[he Deartaw, Govt of LI ir Punjab, Social Welfare Dopotorint. 

: 	10. The Sechotary, Govt of the Punjab, NIKO. Deparlinent 

" 	11 The Sep Rory, Gout ci the Punjab, School Eduction Depot nient 
flo Scietary, Govl of tlir Punjab, Food Dept-Rohl 

13 	Additional Chief Secretary 8 Lorne), Home Depoitment. 

Subject: 	MINUTES / 	 DECISIONS OF 11IE Ala  PROVINCIAL CABINET 
MEETING FIELD ON 29th 	 DECEMBER 2018 Af  10:30 A.M.  

1N  THE CONFERERCE 	 WILL_ ISLAMIA UNIVERSITY 
BANAINALPUR (OLD CAMPUS] 13/111AWALFDP, 

1 am directed to refer to the subject noted ribove arid to enclose 

copy of the minutes / ciercisEeris 'of Ihe 65' Provincial Cabinet Meeting held on 

293  December, i018 at 10:30 WM. in the Conference 	Istoola UnivelialLY 

Bahawalpur (Old Commis), LlahuWelptic reloting to your department for 

information and neee533ly action ill limns of Rules 20(15) et 30 of the Punjab 

Government Rulers of Business, 2011: 

	

II  Sr. 	 Atiendu 

	

No 	  
F. chnthmation o. Minutes of J Provincial Cabinet Meeting 

held on 23.111015 	1  j 
I. genii:arum ol Deopiens of TY  and 3"1  Maetirigs of the 

Stenciling Committee of Cablnet un Finance 12 
Development he1d on 15.11.2010 Ls 12.12.2010 
Respectively  

AIlocalion of Vehicles to the Morin:MI Cabinet an 
I 	Italionaliziumi of Oirdal Vehicles 
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Fleonce 

Indust' les 

LE4DD 

FWDE 

Inaustries 

Industries 

ACS (Home) 

bb 

Annual Perfoi mance Report 2017 of Plintab Power 
Development Build (PPD10), Engy Department, 	 Draft PuntalaW,Iter Palen' 

ACS (fineigy) 

Unsolicited Piuposal by (1) Defense Housing Authority., Itrep, 
DNA, Isla, Bathda Town, Ltd, Habib Banque 
(JV Partner) for giant of Concession for the Construction 
Operation and NIali-denai icy of Dadludia Dam in Rawalpindi 
Oh Build Operate TransWr (13o1) basis Public Priyate 
Partnership Al rangement  

Handing Over of Control of Lower Poi Bon of CRBC nod 
Supply of Full Share of Water Fran, CREW to Punjab  
I. Report of the Auditor Genetal of Pakistan on the 

Accounts of Disaster Management OrdaniyatIon 
For the Audit Year 21117-10 
Audit Reports by the Auditoi-  General of Pablstan on the 
Accounts of District Health and Eduwition Authorities 
PUniab for the Audit Year 2017-2018 (Noi Horn Districts)  

Irtrydation of  Labour Deletion Polley Punjab  
Eligibility Criteria for selection/ Appointment of Vice 
Chancellor, Choi stan University of Veterinary re Animal 

 

	

	Science Balmy/0100-  and Constitution of Search Committee 	 
Constitution Petition No.17 & 19 or 2018- Establishment of 
	 South Punjab Forest Company (SPEC) 	  

Human Right Caw No.. 505 of 2010 Regarding 
11, Enhancement of Salary of Doctors Working in SH0VE Itt 
	 PerSH Department 	  

12. 	Implementation of User Charges in Tertiary Cam Hospitals 
of Pun Jab  
ADP Scheme lk 1306 "Purchase of VentrIators a d ICU beds 
wills 133Sit: ICU Equipment (PHASE-1)" - Rdlex ion of Rule 
20 of Punjab Procurement Rules 201r1 under Wien 20 of 
	General Clauses Act  1956  
RegulagsatIon of contract appointment 	Assistant 
professors of different specialties at nearly established 
medical colleges 	 
Request for BelaIxatIon of Ban on Recrultmen of Posts in 
Non-Development Schemes  

IS. 	Relaxation of Ban .for Implementation 01 3% 	ota rot I he 
recruitment of the  disabled persons  
Approval of Funds Lapsed During Financial Yea 20110 iii 
respect uf Rawalpindi Waste Managemen company 

AMISH) 	 

Demand of Funds for Chamalang BaloChistaT Education 
Program (CBEP) from Nov try Deg, 2017 to April, 2018 
Dur0B the Current Financial Year 201049 . 

i9Subsidy on Export of Sonar 

20, Amerldmuril: In the Punjab Governm 	of Rules f 	I neSs 	 7011 
21. 	

Approval or Mir Chr Khan Rind Uhryorsity of TeChnnlo 
Dera Ghoz1 Ethan Draft Bill 2010 	 gy,  

I, 	Police Order 2002 

10. 

In [(ration 

SHiPME 

Social Welfare 

tGaCt) 

School 
Education 

Food 
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67 

The enclosed ceritincele acknowledging receipt or thie decision(s), 

direly Plied lit nd signed, may please be returned Le Lim Cabinet Wino, MOO. 

(TAI4 EHMOOD, P145) 
Sull [ON dçFIcER (CABINET-II) 

1. 	The Secretary to Shier Minister, Punjab. 
7 	The Secretary (MC), SFPGAD. 
3. 	TbeAddl. Secretary (Cen.)/Staff Officer to Chief Secretary, Punjab. t 
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68 

Militatis of 5iiitli Meeting uf 019 putiontiat cabinet: 29.12.20111 

iv/SENO/A 
SEES 	GuflID ON EXPORT OF SUGAR 

19.1 	
Secretary Food briefed the Cabinet that provision of subsidy on 

s ynod-  of sugar was dIScussed in a meeting held tinder the ChairrEanship 

e f chief Flinister on GD December 2018 in the liglit of verbal In 
	on 

decisions of EGG dated 04.12.2018- It was resolved Unit rate of freight 

support/export subsidy on export Of sugar may be maintained at the level 

of share of subsidy (as 5.35/1(q) shouldered by Government of the Punjab 

during the year 2017-18. It was also resolved II rat total volume of export 

freigillisUbsidy lmil tint exceed Its.3.0 billion. 

192 	
Ile further informed that decision of the ECG held ori 

Od .12.2018 pertaiinnit of freight support on export of sugar, which was 

reproduced as under: 

Iii P EEC underscored the importance of providing liclief to the 
framers by ensuring start of crushing by sugar mills at the earliest. 
lt was also decided that since the entire 19spe of ft eight support arose 
due to varying procurement prices of sugarcane fixed by Provincial 

Govern 
l ment, therefore, the freight support may be determined/paid 

by the respective Provincial Government, if deemed apprvorialeh 

Ile expressed that the decisions of the [CC with regards to 

provislon it expert rebate/12E1.0M subsidy was placed before the Cabinet 

0)111mittee on sugar sector in its meeting held on 17.12.20i8. The Cabinet 

committee deliberated upon the proposal of the deportment restricted the. 

export Ihnit from Punjab to 52% of torirl exports (in the light of Punjab's 

share In export In 2017-18) and total subsidy outlay's limit to Rs. 3.0 billion. 

Auer thorough climaus :Jon, the voinmittee I esolved thal, export limit from 

Punjab Province may he restricted to 0.572 MMT. The committer/ also 

approved provision of subsidy on a sliding scale If 343.00/MI-(as on 
	. 

ral 12.2ddlaup 1.0 1135/11TAGirich matches the cost al production as per 

P311A) on fixed exchange rate ;
of Rs 130.89 per US$ (as an 05.12.2

010.  

AujordinglY,, file Cabinet was requested to consider and 

approvc to aximit of sugar unto maximum of 52% (0,572 MMT)uf the te
.ft 

P9pairtn allowed by the -ECG on 5.12.2010 with freight supaorgel/D2t 
Pro 31191 In 	 191 



6 

rdlliskito.s al SIntli I ±IIii of the 	 Z9.12.201[1 	. 

fts.5.35/1m on a sliding scale fr om $ 313130/MT co to $ 435/MT 

.ind sumac; to condition that nnansial outlay on freight support: Shall not 

its.3.0 billion. 

19.5 	Secretary Finance informed the Provincial Cabinet that the 

issue 01 excess production ol sugar was a national issue rind the Federal 

Government used to share subsidy on export with the Provincial 

Governments on 50:50 basis The latest decision of the EGG would have 

detrimental impact on Punjab's finances as now Were would., be Ile sharing 

and it would become a precedent for all times. Ile further 'MCI med that the 

pubsitIles were considered economic distortions and should not lje. 

encouraged especially where the impact on eventual beneficiaries, i.e. 

farmers, was not clearly established. Ile advised that the Provincial Cabinet 

should order formulation of a policy and plan or gradual elimination of 

ortrsidy on sugar since it waswol, a staple diet like wheat 

DECJISEON No. 19: 

The Cabinet considered and approved the supplementary grant 
of Rs.3.0 billion, during CM' 2018-19, for freight support/ 

export subsidy-of 'sugar. 

ra` 
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(TO BE RETURNED TO THE CABINET HANG, SBiGAE); AMR SIGNATURE) 

 

CERTIFICATE 

  

Certified that Cabinet decision (s) on agenda Items No(s) 19 discussed in 

rgh  Mooting of Provincial Cabinet held on 29.12.20113 has / have been received by me 

lor mtcomation and necessary action as required under Rules 28(15) 8. 30 of the 

Punjab Cnvernment Rules of Business, 2011. 

(NAME kSIGNATURE OF THE SECRETARY 
CONCERNED) 

Date. 

To 

The Section Officer (Cabinet-M), 
Government of the Punjah, 
SRGAD. 
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36 	 4170-G 

SUMMARY FOR TILE CHIEF MINISTER 

Subject: 	SUBSIDY ON RXIgill I OF SUGAR 

Provision of subsidy on export of sugar was discussed in a meeting held under 

the Chairmanship of Chief Minister on 6th  December 2018 al 10:00 am in De 

Committee Room 8-Club Road in the light of verbal information on decisions of ECC 

dated 04 12 2018. Minutes attached (Amaex-1) It was resolved ihat rate of freight 

support/ export subsidy on export of sugar may b maintained at the level of share of 

subsidy (Rs. 5.35/ Kg) shouldered by Governmentibf the Punjab during the year 2017-

18. It was also resolved that total volume of ex4t freight/ subsidy shall not exceed 

Rs 3.0 billion 

Meanwhile, decisions of the FCC held on 04.12 2018 (Annex-II) were 

received. The relevant decision pertaining to fit gilt support On export of sugar is 

reproduced below: 

"The FCC underscored the importance f providing relief to the farmers 

by ensuring start f crushing by sugar mills a the earliest. It was also decided 

that since the ontire issue of freight support arose due to varying procurement 

prices of sogarcenc fixed by Provincial Governments, therefore, the freight 

support may be delerminet1/ paid by the respective Provincial Governments, if 

deemed appropriate." 

Decisions of the EC With regards to provision of export rebate/ freight-

subhdy was placed before the Cabinet Committee on sugar sector in its meeting held 

on 17.12.2018. Minutes are attached (Annex-111). The Cabinet Committee deliberated 

upon the proposal of the Department restricting the export limit front Punjab to 52% 

of total exports On the light of Punjab's share in DIM exports 	2017-18) and total 

subsidy outlay's limit to Rs. 3.0 billion. After thorough discussion, the Committee 

resolved that extort limit from Punjab Province may be restricted to 0.572 MAI% The 

Committee also approved provision of subsidy on a sliding scale nom S 343.80/ MT 
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(as on 06 12 2018) up to 435/ MT (which matches the cost of production as per 

PSNL4) on fixed exchange rate of Rs 133.89 per US$ (as on (i6 12.201S). 	
• 

4 	
It is, therefore, requested to approve export of sugar tip to maximum of 52% 

(0.572 MNIT) of the total exports allowed by the ECK on 05 12 2013 with freight 

support/ export subsidy @, Rs 5.35/ Kg on a sliding scale from S 343 ROI 
mr to $ 

435/ MT and sulateel to the condition that financial outlay on freight support shall not 

exceed Rs. 3.0 billion Other terms & conditions of exports, as decided by ECC on 

05 12.2018 will remain the same 

5 	
Chief Minister 'nay like to approve proposal contained at P 	

o 4/ N 

c1te‘61.
ats•ra- 

(SHOIJKAT A1.1) 

Secretary, rood 

Minister nod  
o13/' 

„ 
W 	Secretary Pinanc  

Chief Secretary 

Chief Minister ' 

8 
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(From Pre-page) 

SUBJECT: SUBSIDY ON EXPORT OF SUGAR 

Summary has been examined. Finance Department has already 

released funds to the tune of Rs. 2.961 billion as Punjab's share for disCharge of 

pending rebate liabilities for export subsidy on sugar on 19.12.2018, through 

supplementary grant, in light of the approval/decisions of the 30  meeting of Standing 

Committee of Cabinet on Finance 8, Development held on 12.12.2018 (Annex-IV). 

It is further highlighted that the matter of export of sugar is as much the 

!lability of Federal Government as it is of the federating units. However. Punjab was 

not taken on board regarding the decision taken by EGG and the Federal Govt. 

unilaterally decided to pass this burden on the provinces. Moreover! It is added that 

no separate budgetary allocation for subsidy on sugar export was made in the 

budget of current financial year_ In mime, pro real at Para 4/ante is approved, it 

would entail release of requisite funds as supplementary grant In currant financial 

year: which would in turn require approval oft e Standing Committee of Cabinet on 

Finance & Development. Further, Finance De artment is of the view That in future ' 

the Administrative Department should get lie required funds allocated through 

budgetary provision as export of sugar Is a re. j  lar annual practice so that provision 

of funds through supplementary grants ia avoided. 

(SHOAIB lDAL STEM 
PECIAL SECRETARY FINANCE 

No F&C(Feod)1-2/2015 	 December 2 , 2018 

CHIEF ECRETARY  'y . rw: —.a_ ackt . kv-7 
v.,. a mr- 

GkIlEP-PMIIISIBR 	 Skt 
 A„- 
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(From Pit-page) 

SUBJECT: SUBSIDY ON EXPORT OF SUGAR  

The summary has been re-examined. Subsidies are never a preferred 

option and are instead considered distortion for sound economic manhgement 

especially when the impact or concrete translation of such subsidies into welfare of 

the Intended beneficiaries is not clear. Therefore, such economic distortions need to 
be discouraged in principle. Food Department should have provided analysis of • 

actual impact of subsidies given In the past years for fair assessment or the initiative. 
Further, for future, Food Department should present policy options focusing welfare 

of farmers and agriculture sector of the province_ 

Furthermore, If such liability is entertained In the mid of the financial 

year without any rutor budgetary allocation, it may require cuts in planned 

expenditure in other sectors, including the Annual Development Program. 

In light of the above Finance Department reiterates its advice at 

Pares - 7 & 8/ante 

The above advice, as earlier advice, has been tendered on guidance of 

Finance Secretary, who is on way to Bahawalpur to attend Provincial Cabinet 

meeting 

(SHOAIB IDEAL SYED) 
SPECIAL SECRETARY FINANCE 

F&C(Food)-1-2/2015 	 December ia', 2018 

fl&CATY, 4}‘A '24/V-4 61414  
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(From pre-page) 

Subject: SUBSIDY ON EXPORT OF SUGAR 

I 	 The views at para 7, 8 & 10-13/ante are owned/endorsed. ' 

16. 	The issue was taken up by the Provincial Cabinet as ex-Agenda item in 

its meeting held on 29 December 2018 at kBahawalpur and decided. Chief Minister 

Punjab may like to approve ex-post facto plcement of case for cansiderallon of the 

Provincial Cabinet. 

( 	ED Y 00B SHEIKH) 
EINANtE SECRETARY 

Lahore. 31%,  December, 2018 

CHIEF SE TARY 

CHIEF MIN/TER  

t 
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SUBSIDY ON EXPERT OF SUGAR. 

Chief Minister has seen and is pleased to approve the prbposal 

Subject 

18 

contained at pars 16 read with pare 17/ante. 

(DR. 	 J ± I 	UI) 
Principal Secretary to Chief Minister, 

Punjab 

,pucPAO/•/  

Dvie 

3,'1113.7 
'.•434;17 

o, 

7-41  

Secretary Food7Ztment 	.• 	- 	
fil c: C-C•4. 11.C.-4-,e 	og 

Chief S9e1otary 

Ft 
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MINUTES OF 7m1  MEETING OF CABINET COMMITTEE ON 
SUGAR SECTOR HELD ON 17 1" DECEMBER 2018 

A meeting of tlie Cabinet Committee on sugar sector was hold on 17.12.2018 at 3:00 

pm in the Committee Room of Ministers Block under the Chairmanship of Minister for Food. r  
Senior Monsin Khan reghari, Minister for Irrigation and Nlian Astern lobar. Minister for 
Industries also pal licipated. 

List of other pertiCiparas aletiatteinteth 

The meeting started with a recitation from the I folk Quran The Chair welcogaing the 

pal licipants apptised that Oovernment of the Punjab was committed to synergetic growth of 

sugarcane glowers and sugar industry and that the Government did its best to address 

concerns of growers and that of sugar holm:Tim He expressed Ns satisfaction that cane 

crushing has finally eel in underscoring importance of observing legal provisions with 

iegards to weight and rate of sugarcaile. 

4 	The Cane Commissioner apprBed that 35 mills have Dar ted crushing while 6 sugar 
mills may slad from 	ih 	 t 	 018. It was apprised that leg 1 provisions of the Punjab 

Sugar Pactarieg. (Conti ulr Act, 1950 have been observed witnessing delay in start al . 

crushing by 6 defaulting sugar mills. It was apprised that necessary arrangements have 

beer I put in place by District administrations and Iridustdcs Department to monitor the 

procurement process Ind that an-site manacling by the Militate Ministers/ Provincial 

Secretaries has also commenced. Following deliberations on draft amendments In the 

Punjab Biqa Factories (Conti-onArt, 1950, it was apprised that ETC of the Federal Coot in 
Its meeting on 	12.2018 decided that Provincial Government, if deem appropriate, may 

determine/ pay freight support since the issue of freight support had cropped up because of 

stiffing prices ol sugarcane fixed by the Provincial Governments. It was furthei appriUed that 

albeit rationale cited as reason for dernartcl of freight support by POMP is not well founded 

yet decisions taken in the meeting of the Chief Minister dated 05.12.2018 were in the light of 

reports that Federal Govt having fixed rate of freight oupoort g.), Rs 6.6/ kg passed the 

Dirden of ifs payments to Provincial Gclvemments R was also apprised that in wake of 

uncertainty in grant DI freight support by Provincial GcnteMMelltS of Sindh and Khyber 

Pakhtunithaw, it would be imperative to place limits on Anancial outlays to around Us, 3.0 

billion. Director Special Brandi apprised that data on sugar mills committing lesso than 

notified payments, non-issuance ci CFRs and illegal weigh bildges had already been shared 

Home Department which, in turn, hid been shared with district administrations. 
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After detailed deliberations, the following decisions were taken. 

It was resolved to keep the situation under constant review by the Cabinet 

Committee. 

'there shall be no letup in action against undue delay in starl of crushing, nom 

issuance of Cl 'Ids. undue deductions in weights Sy sugar mills and action against 

illegal weigh scales/ kandas. It was further resolved Mal Deputy Commissioners !rival . 

ensure sealing the premise of illegal weigh bridges while registei Mg FIR s and 	t  

ensuring arrest of the accused at the same time : . 

IL was reiterated that staff detailed in wbighing areas of sugar mills must monitor the 

weighing practices M the mills and independently documenling the weight of cane 

brought to sugar mills on daily basis. 

The Committee allowed deduction in weight on account of top 3 trash up to 3% and 

up to max 5%9 in case of banned/ unapproved varieties. 

V.) 	The proposed arnondrgents in the Pararab Sugar Factories Control Act, 1950 were 

discussed at length add were principally approved with Some modifications, 

vii 	lie option of limiting the expoifs from Punjab and financial or 	to Rs. 3.0 billion 

was discussed at length It was resolved that financial outlay may be mak ttained at 

Rs. 4.35 billion in wake of commitment made by the Chici Minister in meeting on 

06.12-2018. It was also resolved that Federal Government shall, however, be 

agpt moiled for sharing Neigh( suppoiL on 50:50 basis as per historical pattern. Food . 

llapaTmenl in initiate the summary in the said terms with rebate on a sliding seals 

from informational market rate of 3 343.80/ MT to $ 43b/ MT and may consider \ 
re— 
ioducing export quota from Pairtjab to 0.52% (ad per exports of II% last year) of II% 

total perlitisstrai granted by ECU 

1)  he meeting ended with a vole of thanks to and [ruin the Chair. 

Cn  9):: 12S7  r al 5.V5 	 ;CR -2SL*4 5 Cruna9.6  

,k.)4.3smyn-usQ, y 

c 1€4, -1),41/4.,  IthsaHce 	 
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List of Participants 

Mr. Sarni Ullah Chaudary, Minister for Food 	 In Chair 

Mr. Molisin Laghari, Minister for Irrigation 

Mlan AsIam ION. Minister for Industries 

Mr. Nadeem or Rahman, Secretary Industries 

ME VVajid All Shah, Cane Commissioner 

tel) 	ME Shahid Mehmood, Director Special Brand! 

Mr. latter Yab Haider, Director General (Extension) Agriculture 

Mr. Felled Ahmed, Representative of Home Department 

Mr. AnviBr ZahOOF Oast, Director Industries 
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