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COMPANY INFORMATION 

Incorporated in 1979 
External auditors: Kreston Hyder Bhimji & Co., 
Chartered Accountants 

Public Limited Company Chairman of the Board: Mr. Ismail H. Zakaria 

Key Shareholders (with stake 5% or more):  Chief Executive Officer:  Mr. Yusuf Ayoob 

          Al-Noor Sugar Mills Limited – 15.6% 

          CDC-Trustee National Investment Trust Fund – 8.5% 

         Employees Old Age Benefits Institution – 5.5%  

 
 
 
 
 
 
 
 
 
 
 

APPLICABLE METHODOLOGY(IES) 
JCR-VIS Entity Rating Criteria  Industrial Corporates (May 2016) 
                                                      http://jcrvis.com.pk/docs/Corporate-Methodology-201605.pdf 

 

RATING DETAILS 

Rating Category 

Latest Rating Previous Rating 

Long-
term 

Short-
term 

Long-
term 

Short-
term 

Entity A- A-2 A- A-2 
Rating Outlook Stable Stable 

Rating Date November 30, 2016 April 28, 2016 

mailto:jazib.ahmed@jcrvis.com.pk
mailto:muniba.khan@jcrvis.com.pk
http://jcrvis.com.pk/docs/Corporate-Methodology-201605.pdf
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Shahmurad Sugar Mills Limited 

OVERVIEW OF 
THE 

INSTITUTION 
RATING RATIONALE 

Incorporated in 1979, 
Shahmurad Sugar Mills 

Limited (SSML) is a public 
limited company and is listed 

on Pakistan Stock Exchange 
(PSX). 

 The company operates under 
the umbrella of Al-Noor 

group, under which Al-Noor 
Sugar Mills Limited, Reliance 

Insurance Company Limited 
and 

Al-Noor Modaraba 
Management Company also 

operates. 

Shahmurad Sugar Mills Limited (SSML) belongs to Al-Noor Group (ANG), involved in the manufacturing of 
sugar, rice, ethanol, power and board products along with limited presence in the financial sector. SSML is 
primarily engaged in the business of manufacturing and selling of sugar and ethanol. Production facilities of 
SSML include sugar and ethanol manufacturing units located at Jhok, District Sajawal in the province of 
Sindh. 
 

Rating Drivers 
 

Industry Dynamics: Sugarcane, a key input for sugar production retained its industry yield of 10.2% in 
FY17. During the outgoing year sugarcane production was higher vis-à-vis the previous period. Furthermore, 
bumper sugarcane crop is expected to resurface during next year due to favorable climatic conditions, 
intensifying supply glut situation in the sector. Sugarcane prices are regulated by the government whereas the 
sugar prices are determined by the market forces causing a cost-price mismatch. On account of excess 
production, local sugar prices have remained depressed. 
 

Sugar Production: Given the abundant supply of sugarcane crop during the period, crushing volume of 
sugarcane was 36% higher than last year. Overall capacity utilization also increased to 80% (FY16: 59%) in 
FY17 with an improved recovery rate of 10.8% (FY16: 10.6%). Total sugar production exhibited an 
improvement of 38% compared to last year. 
 

Sales & Margins:  
Sugar  
On account of depressed sugar prices, net sales of sugar division declined to Rs. 2.3b (FY16: Rs. 3.9b) in 
9MFY17 (Annualized) with a gross loss of Rs. 92.8m (FY16 (profit): Rs. 296.2m), depicting a decline of 
131.3%.  
Ethanol 
In contrast to sugar sales, ethanol division outperformed with net sales amounting to Rs. 2.1b (FY16: Rs. 
2.0b) in 9MFY17 (Annualized) with a gross profit of Rs. 561.9 (FY16: Rs. 374.2m), depicting an increase of 
50.2% on the back of higher ethanol prices. The ongoing capacity enhancement project in the ethanol 
division will result in a twofold increase in production which is expected from May, FY18. Moreover, the 
same will have a positive impact on the profitability and resultantly cash flows generated from operations. 
 

Assets Mix: The asset base of the company grew sizably on the back of higher inventory level amounting to 
Rs. 3.8b at end 9MFY17 which resulted in increased short term borrowings. However, on account of higher 
sales post 9MFY17, short term borrowings are expected to reduce significantly.  
 

Liquidity and Coverage: SSML’s Fund Flow from Operations (FFO) dropped sharply to Rs. 58.2m (FY16: 
Rs. 267.8m) in 9MFY17 (Annualized). FFO to long term debt declined to 0.05 (FY16: 0.23) in FY17. Lower 
cash flows also led to a decline in debt service coverage ratio. However, during 1QFY18 positive momentum 
in sugar sales is expected to favorably impact FFO. Moreover, on the back of volumetric growth in ethanol 
sales, higher FFO is expected in FY18 with full year impact in FY19. 
 

Capitalization and Leverage: Total equity of the company has witnessed a decline on account of 9MFY17 
net loss and dividends paid pertaining to FY16. Furthermore, due to lackluster sales in 9MFY17, inventory 
and short term borrowings increased. This led to an increase in debt leverage and gearing to 4.8x (FY16: 2.0x) 
and 3.6x (FY16: 1.3x) respectively, at end 9MFY17. Leverage indicators are expected to improve in the short 
term owing to the aforementioned increase in expected sales. 
 

Outlook 
Going forward, performance of SSML would be primarily dependent on its ethanol segment and dynamics of 
sugar industry. Keeping in view the ongoing developments in ethanol division, projected FFO is expected to 
improve. However, Ratings remain contingent on timely achievement of expansion in ethanol segment. 



JCR-VIS Credit Rating Company Limited  

Technical Partner – IIRA, Bahrain | JV Partner – CRISL, Bangladesh 

3 | P a g e  
 

 
 

 

Shahmurad Sugar Mills Limited                           Appendix I 

FINANCIAL SUMMARY  (amounts in Rs. in millions) 

BALANCE SHEET JUNE 30, 2017* SEP 30, 2016 SEP 30, 2015 

Fixed Assets 2,556.2 2,541.1 2,424.3 

Investments 3.1 3.1 3.8 

Stock-in-Trade 3,785.1 991.8 1,839.0 

Trade Debts 19.7 31.5 85.0 

Cash & Bank Balances 50.5 57.4 306.6 

Total Assets 6,997.0 3,956.7 5,130.4 

Trade and Other Payables 1,230.2 685.8 781.7 

Long Term Debt (*incl. current maturity) 1,188.1 1,146.2 946.2 

Short Term Debt 2,845.6 332.3 1,558.9 

Total Equity 1,673.5 1,717.1 1,657.2 

    

INCOME STATEMENT JUNE 30, 2017 SEP 30, 2016 SEP 30, 2015 

Net Sales 3,204.5 5,909.7 5,199.2 

Gross Profit 351.9 670.4 805.2 

Operating Profit 86.0 343.0 541.6 

Profit After Tax 2.7 125.1 184.7 

    

RATIO ANALYSIS JUNE 30, 2017 SEP 30, 2016 SEP 30, 2015 

Gross Margin (%) 10.8 11.3 15.5 

Net Working Capital (78.8) (20.9) 54.8 

FFO to Total Debt (x) 0.01 0.18 0.16 

FFO to Long Term Debt (x) 0.05 0.23 0.43 

Debt Servicing Coverage Ratio (x) 0.43 0.99 1.47 

ROAA (%) 0.05 2.5 3.3 

ROAE (%) 0.23 11.5 18.3 

      * Actual figures 
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ISSUE/ISSUER RATING SCALE & DEFINITIONS Appendix II 
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REGULATORY DISCLOSURES Appendix III 

Name of Rated Entity Shahmurad Sugar Mills Limited 

Sector Sugar 

Type of Relationship Solicited 

Purpose of Rating Entity Rating 

Rating History 
Rating Date 

Medium to  
Long Term 

Short Term 
Rating 

Outlook 
Rating 
Action 

RATING TYPE: ENTITY 
11/30/2017 A- Stable A-2 Reaffirmed 

4/28/2016 A- Stable A-2 Reaffirmed 

2/11/2015 A- Stable A-2 Upgrade 

11/25/2013 BBB+ Stable A-2 Reaffirmed 

8/30/2012 BBB+ Stable A-2 Reaffirmed 
 

Instrument Structure N/A 

Statement by the Rating Team JCR-VIS, the analysts involved in the rating process and members of its rating 
committee do not have any conflict of interest relating to the credit rating(s) 
mentioned herein. This rating is an opinion on credit quality only and is not a 
recommendation to buy or sell any securities. 

Probability of Default JCR-VIS’ ratings opinions express ordinal ranking of risk, from strongest to 
weakest, within a universe of credit risk. Ratings are not intended as guarantees of 
credit quality or as exact measures of the probability that a particular issuer or 
particular debt issue will default. 

Disclaimer Information herein was obtained from sources believed to be accurate and 
reliable; however, JCR-VIS does not guarantee the accuracy, adequacy or 
completeness of any information and is not responsible for any errors or 
omissions or for the results obtained from the use of such information.  JCR-VIS 
is not an NRSRO and its ratings are not NRSRO credit ratings. Copyright 2017 
JCR-VIS Credit Rating Company Limited. All rights reserved. Contents may be 
used by news media with credit to JCR-VIS. 

 


