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Cost & Management Accountants

COST AUDITORS' REPORT TO DIRECTORS

We. S M NAIM MIAN & CO, having been appointed to conduct an audit of cost accounts of
Shakarganj Mills Limited, have examined the books of accounts and the statements prescribed under
clause {e) of sub-section (1} of section 230 of the Companies Ordinance, 1984 and the other relevant
record for the vear ended on 30 September 2012 and report that-

1. We have obtained all the information and explanations which to the best of our knowledge and

belief were necessary for the purposes of this audit.
2. inour opinion

a) proper cost accounting records as required by clause (e) of subsection (1) of section 230
of the Companies Ordinance, 1984 (¥LVIl of 1984} , and as required by these rules , have
been kept by the company;

(8] proper returns, statements and schedules for the purpose of audit of cost accounts have

been received from branches not visited by us;

c) the said books and records give the information required by the rules in the manner so
required, and
A0 i our opinien, and, subject to best of our information-

a) the annexed statement of capacity utilization and stock-in-trade are in agreement with the
books of account of the Company and exhibit true and fair view of the Company’s
aftairs; and

b Cost accounting records have been properly kept so as to give a true and fair view of the
cost of production. processing, manufacturing and marketing of the under mentioned
product of the company, namely:-

White Sugar

lhe matters contained in the Annexures form part of this report

vig
S M NAIM MIAN & CO, Lahore; 06-02-2013
COST & MANAGEMENT ACCOUNTANTS.
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Cost Audilors’ Report to the Beard of Directars

SHAKARGANJ MILLS LIMITED Far the year ended 30 September 2012
1. Capacity
1.1 Sugar production capacity

Please refer to “Statement of Production Capacity (Annexure-A)" of the annexed
Statements.,

1.2 Sugareane crushing capacity
Please refer to note no. 3.2 given below regarding Crushing Capacity.
1.3 Other production activities of the Company

Following are other production activities undertaken by the Company during the year:

i Bio Fuel

il Building Material
i} Y armn

iv] Rio Power

Cost Accounting System

he Company is using “Oracle” software at Jhang and Bhone divisions whereby the cost accounts records
are integrated with financial accounting records allowing all accounting entries for cost ol production, af
various level, to be incorporated in financial books of accounts. [n order w0 prepare overa!l accounts, the
data of mills situated at Jhang and Bhone were incorporated in books of accounts manually except during
the vear under audit was incorporated-up to September 30, 2012,

The accounting svstem was assessed as adequate to determine correctly cost of produstion.

The Company states its stocks at lower of  net weighted average cost or net realizable value. Cost is
determined by average method except for those in transit, where it represents invoice valuc and other
charges paid thereon. Cost of work-in-process and finished goods also include direct cost ol labor.
production overheads, excise duty and sales tax, if applicable. Net Realizable Value signifies the estimated
selling price in the ordinary course of business less costs necessarily 10 be incurred mn order make the
sale. Cost of own produced molasses: by product is determined on the basis of monthly average cost of
molasses purchased from third parties.

Production
LN Sugar production (Quantitative data)

Please refer o Production Data {Annexure-B)" of the annexed Statements,

3.2 Percentage of sugarcane crushing compared with available capacity

The crushing capacity has been utilized at 1957358 (2011: 1,567.361) tons in comparison o
2564000 (2011: 2,110,000} tones crushing capacity available based on total number of days of
crushing season. This approximates 78.49% (2011: 74.24%) utilization of available capacity.

S M NAIM MIAN & Co.
Cost & Management Accounlants




Cost Auditors” Report fo the Board of Directors
SHAKARGANJ MILLS LIMITED Far the year ended 30 September 2012

33 Comparison of capacity utilization (C rushing Capacity)

Available Capacity ~ Utilized Capacity

Year Tons : Tons Percentage
2009-2010 2.016.000 eI 45.30
20102011 2,110,000 1.567,361 74,24
2011-2012 2,564,000 - 1.957.358 78.49

# Available capacity is based on maximum no. of days available for crushing.

Explanation for variance

Net achieve capacity was due to maximum utilization of existing units and extension of crushing
senson. There was more quantity of crop frequently available that resulted in a good crushing

season of 164(maximum) days in Jhang division and 154 days of Bhone division {avg 159 days).

The net increase in utilization capacity in tons is 389,997 (in 2011: 654,089} as compared to last
year is due to increase in crushing season (i.e. 164 day as compared to last year 136 davs.)

34 Comparison of Machine Hours utilization {during crushing season)
Year Available Hours Utilized Hours Percentage
- 2009-2010 : 231575 IR 67.91
- 2010-2011 3,132.50 2.894.70* 92,41
2011-2012 381200 3,552.00* 3.7
*This represents weighted average hours hased on crushing capacity of two divisions.
+#This represents weighted average hours based on crushing capacity of three divisions.
Explanation for variance
Net increase in available hours is due to increase in length of crushing season i.e. 164 days for
Ihang and 154 days for Bhone and {159 days weighted average of two divisions) (20112 136 days)
3.5 Produetion capacity during current year
There were no significant changes in available production capacity per day as compared to 2011
4, Raw material consumption
4.1 Please refer statement showing cost of production and sale of white bagged sugar given as per

“Annexure-17,
4.2 Raw material (Sugarcane) cost per bag (50 kg) of production

Year Rupees
20092010 2,776
2010-2011 2:950
2011-2012 2.269
L -2
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