Corporate Supervision Department
Company Law Division

Before Abid Hussain — Exccutive Direclor

In He mectter af

Pangrio Sugar Mills L imited

Sumber and date of notice: CSDIARN2292015-1741-49 dated December 1, 2015
Date of hearing; September 29, 2016
ORDER

UNDER SECTION 492 READ WITH SECTION 476 OF THE COMPANIES ORDINANCE, 1984

This order shall dispose of the proceedings initiated against the Directors including the
Chief Exscutive (e “respopdents ") of Pangrio-Sugar Mills Limited (tre "Company ™) through show
catse notice (*SCNY) dated Degember 1, 2015 issued under the provisions ol Section 492 read with

Sectlon 470 of the Companies Ordinance 1984 (i ~Crdiimice )

2 Briel facts af the case are that the financial statements of the Company for the period ended
September 30, 2014 (the “Accounts") were audited by Aslam Malik & Company Chartered
Accountants (thie “Auditor™) The auditar, (n their audit report dated January 3, 2015, expressed
Adverse opinion, stating that the accounts do not give true and fair view due to pervasive impac
b the Follow ng issues

o The Company, as at vear ended September 30, 2014 has incurred a loss of Rs, 43.742 million
(2013 loss of s, 1126300 million), The Company’s equity is negative by Rs, 865.632 million
(2013: Rs. 821,890 million), its accumulated loss amount to Rs. 974.132 million (2013: Rs.
930,390 million) and its current liabilities exceed current assets by Rs. 628104 million (2013
499 650 million).

e lhe equity of the Company is negative, it has adyerse current ratio, it has not carried out any
aperations and start of operation is not imminent, it generated insutticient cash flows and its
Hnanctal Halalities are long overdue

o The Company has defaulted in payment to National Bank of Pakistan and company’s appeal
agamnst BEL has been dismissed by ligh Court and official assigned issued letter for
publication of sale of mortgage properties,

o Ihe aforesaid conditions indicate material uncertamty on the company’s ability to continue as

going concern. The financial statements have been prepared on going concem basis by the

muanagement.
'
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3 The Auditor also expressed an adverse audil opinion on the accounts for the year ended
September S, 2013, on similar basis e negativie eguaty, adverse currenl Tatio, hmited operations,
ineulficient cash flows and overdue finarcial liabilities that cast significant doubt on the ability of
the Company to continue as going concern. The audilors further pointed out default in payment of
financial institutions, which entitles the financial institutions to recover entire deferred amount.

Ihe Company however continued to prepare accounts ot going concern basis

4. Note 2 to the financial statements states that the Enancial statements have been prepared
in accordance with approved accounting standards ie, International  Financial Reporting
Standards issued by the International Accounting Standard Beard as are notitied under the
Orrdinance, provisions and directives issued under the Ordinance. Moreover, the directors in their
repurts (o the members annexed with the accounts for year 2013 and 2014, responded to the
auditors’ ubservations which were tound unsatistactory. The auditors, in pard (d) of Auditors’
peport stated (hat tinanaal statements do not contirm with approved accounting standards as
applicable in Pakistan, and don not give the intormation required by the Ordinance, in the manner
so requited and respectively do not give a true and fair view of the state of the Company’s affairs
as al September 30, 2004 and of the loss, comprehensive lss, its cash flows and changes in equity

for the vear then ended, due to significance of the matters discussed in paragraph (a} of the réport.

3 Preparation of financial statements on the basis of going concern, prima facie, was
inappropriate in view of the above referred factors, however, since the financial statements have
bevn prepared on the going concern assumption, the board of directors of the Company despite
bueing aware of material uncertainties that may cast significant doubt upon the Company’s ability
to continue as a going concern have failed to disclose the assets at net releasable value, in the

tinaneial stalements

i The adverse opimon by the auditors in their respective reports, the materiality and
pervasiveness of the qualification and inadequate explanation in the Directors’ Reports, prima
facio. renders the audited fmancial statements for the years ended September 30, 20114 misleading,
talse and neorrect. Consequently, o SCN was served upon the respondents on December 1, 2013 to
show cause as to why penalty be not imposed under Section 492 of the Ordinance for the alleged

’
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violations by the respondents, The tespondent failed to reply the SCN as well as to the reminder

s dated April 22, 2006

Subsequently, several opportunitivs for personal hearing were granted to respondents on
May 5, 2006: May 23, 2016 [anae 02, 2016, Junie 1é, 2016, but no response was recetved  In prder to
provide a final opportunity, the case was fixed for hearing on September 29, 2016 through hearing
nutice dated September 29, 2016, 1t was explicitly mentioned in the hearing notice that in case of
fatlure of the respondents to make an appearance I person or through authorized representative,
the Commission will proceed to issue ex-parte on the basis of material available on record. The
respondents, excluding Mr Muhammad Asif. the nominee director from Mational Investment
Frust Limited (e “NITLYL neither respunded Lo the hearing notices nor made any personal
appearance on any of the hearing dates. Mr, Muhammad Asif appeared mn the hearing held on

'm-_ig.tummr 29, 2016 and submitred stated in his yverbal and wrillen submissions that:

41 That he has contributed to the improvement of overall compliance of laws by the
Company in the rapacity of a director, which can be witnessed [rim the minutes of Board
af Directors (BOD) meetings dated Tanuary 3, 2014 and January 3, 2014 -

b He partigularly raised the issue of adverse audit opinion tssted by the auditors on the
Aceounts-2013 and Accounts2014 in the board meeting including the inappropriate use of
going concern assumption in the preparation of accounts, and discussed the measures to
address the basis of adverse opinion (worsening financial position, lean defaults), as well

as Lo prov ide relevant information to the auditors.

8 Butore procesding turther, it is necessary to advert ta the tollowing relevant provisions of

Section 492 of the Ordinance. which states as unden

" Whaerer i auy returs; peport, corbificate, balance sheet, profit and foss account, fncome and
|r1;11'1;;1z'£ Wre goceind, peospcleg, U}f;a u;l" shires, books of aroounds, lljlllrll.'l.'ﬁhﬂﬂ_. information or
cxplisation required by or Jor the puarpises of any of the provisions of this Ordinance or prsuant
to e arder o divection groen wder this Qrdinance makes @ stetement which s false ar incorrect
it ety snaterial paeticadar, o amits any eaterial frct knowimg it o be matevinl, shall be punishable
wilhy o free nof excevding froe hndred Housand ripees,”

I terms o the Commission's netification SRO 1003 (112015 dated October 15, 2015, the powers to
adjudivate vases under section 492 have been delesated 1o the Executive Director (Corporate

Supervision Department]
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W | have dnalvzed the facts of the case, relevant provisions of the Ordinance, arguments pul
forth by the representative during the hearing and vbserved that Financial Statements tor the year
erided Septembier 30, 2004 have failed 10 give a true and fair view of the state of affairs of the
Company, by not bringing the facts before the sharcholders and dug to inapproprate use of going
concern assumption, The Company also failed to remove qualifications of the auditor n the
Giancial vear 2013, and the auditor has again given adverse apinian in their audit report in year
3014, Further the Company is listed on securities exchange therefore provision ol accurate and

reliable inlurmation becomes more imperabive,

i It s my considered view that the directors of the Company are responsible for the
misskaterment in the financial statements. One ol the main objectives and intent of Section 492 of
the Ordinance is o protect the users, which may miclude investors, shareholders, creditors,
bankers, customers etc, of financial statements against misstatements so that reliable financial

information which is vital tor making a well informed décision is available to them,

I For the foregoing redsons, | am ol the firm opinton that the provision of Section 492 of the
Ordinance has been violated and the respondents are liable for the fine as prescribed by this
Soction, Therefore, n exercise uf the powers conferred by the aforesaid provision of the Ordinance,
| hereby impase a fing of Rs, 900,000/ [Rupees Nine hundred thousand only) in aggregate on the
folluwing respondents for contravening the provision of Section 492 of the Ordinance. The

respondents are directed to deposit the fine in the tollowing manner:

Amounl m
Name of Respondents '

~ Rupees

L M. Abbas Alk Agha (Chiel Execubve) , 200,000 |

Z Begum Akhtar Abid (Dirvector) l 1u|_1_;}m .
3, Ms. Naheed Zattar Mirza (THrector) I_ 100,000
4, Mr Aftab Ahmad (Dhirector) | 100,000
5. Mr Al Chazi Mitza (Director) RN 100,000
£, s Abdullah Kamran Soomro (Thrector) LEH 000
7 Mr. Asif Saeed (Directory 100,000
& Mr Akber All Mirza (Director) et 100,000

Total . 900,000 |

N Muhammad Asif, the nominee director of NITL has not been imposed with the fine based on

his patticipation in the BOD mevctmgs, highlighting the core problems of the Company and
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invitimg the attention of the management 10 address the same. Huwever, Mr. Muhammad Asif is
warned tor his failure to Hmely report the non-compliances and deteriorating financial and
operational conditions of the Company to the Commission as per the spirit of Code of Corporate
Covernance, 2012, The role of nominee director 1s more important as compared to executive
director as he con ndependently exercise an objective review of the management’s performance

andl discharge hus iiduciary duties as direclor.

The atoresaid tines must be deposited in the designated bank account maintained with MUB Bank
Limited in the name of the “Securities wid Exchange Commission of Pakistan™ within thirty days from
the receipt of this order and furnish receipted bank vouchers to the Conunission. In case of non-
deposit ot tine, proceedings for recovery of the fines as arrears ol land revenue will be initiated
under Section 428 of Securities and Exchange Commission of Pakistan Act, 1997 It may also be
noted that the sawd fines are imposed on the respondents in their personal capacity; therefore, they

are requined o pay the said amount from personal resources,
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