
 
STATEMENT OF JAHANGIR KHAN TAREEN S/O ALLAH NAWAZ TAREEN,

CHIEF EXECUTIVE OFFICER OF JDW SUGAR MILLS LIMITED

 
Inquiry No. 134/2020 of FIA

 
To fully assist the Combined Investigation Team (CIT) and adequately respond to the queries and concerns
contained in paragraphs 4 – 9 of the call-up notices dated 15.09.2020 & 19.09.2020, it is important to share certain
details about JDW Sugar Mills Limited (“JDW”).

 
A. Today, JDW provides employment to over 12,000 workers directly and more than 50,000 farmers, goods’

transporters, and workers indirectly associated with the farming supply chain across Pakistan;

B. JDW annual revenue stands at approximately Rs. 70 billion;

C. JDW generates annual tax revenue for the national exchequer amounting to approximately Rs. 15 billion and
is amongst the highest tax payers in the Sugar Industry as well as other industries;

D. JDW has been awarded PSX (Pakistan Stock Exchange) top 25 companies award 3 times during past ten
years;

E. JDW conducts its business in a transparent manner and its dividend payouts track record is excellent. Since
years 2001-19, except one year, the company has paid dividends regularly;

F. JDW maintains farmer friendly policies, i.e. protection of minimum support price of sugarcane under all
circumstances, timely payments to farmers, direct purchase of sugarcane from growers, free extension
services through qualified professionals, technology transfer to the farmers through various means,
enhancement of growers’ profitability. Moreover, it played a vital role in moving Pakistan towards self-
sufficiency in terms of sugarcane farming and sugar production;

G. JDW is the only group/mills that exhibits backward integration with sugarcane farms. These farms span an
area of approximately 30,000 acres and not only supply sugarcane to JDW, but also extends skills and
technology to the local farmers;

H. JDW has also developed a state of art Sugarcane Research Centre in Thatha (Sindh) which focuses on
developing new varieties for increasing Pakistan’s sugarcane yield;

I. JDW has been making payments to the growers through banking channels transparently for last three
consecutive crushing seasons, that amount to Rs. 81 billion, which is 98.45% of total sugarcane purchased by
JDW during that years;

J. JDW had taken the lead role in the industry on account of modernization of its mills, efficient operations, and
value addition to its byproducts like Bagasse Co-Generation;

K. JDW has the highest credit rating among the sugar industry. JCR-VIS Credit Rating Company
Limited (JCR-VIS) has reaffirmed the entity ratings of the company at A/A-2;

 
 



L. JDW maintains excellent reputation and cordial relationship with its partner banks and has never
defaulted on any of its loans.

 
I believe the key reason for JDW’s success is its focus on maintaining cordial relations with sugar cane
growers and farmers, which gives them safety and security when entering into agreements with JDW.
JDW prides itself on compliance with all relevant laws and regulations including the Securities and
Exchange Commission of Pakistan (SECP) Act 1997, Federal Board of Revenue (FBR) Act 2007, State
Bank of Pakistan (SBP) Regulations, Companies Act 2017, (Companies Ordinance 1984), or Sugar
Factories Control Act, 1950.

 
When the Sugar Commission began its inquiry earlier this year, to my surprise, out of the 84 sugar mills
in Pakistan, it targeted only 10 mills for the purpose of an investigation, 3 of which were owned by JDW.
The Joint Investigation Team (JIT) comprising the Commission included officers of the Intelligence
Bureau, Federal Investigating Agency (FIA), Federal Board of Revenue, Securities and Exchange
Commission of Pakistan (SECP), Punjab Anti-Corruption Establishment, Inter-Services Intelligence, and
the State Bank of Pakistan. Still, not even a single “aggrieved” party, including a shareholder, director,
farmer, banker, or regulatory authority was shown to have been “wronged” by any act or omission by
JDW. Despite that the high-powered JIT having already conducted its inquiry, the CIT is now bringing
forward the very same concerns and repetitively asking the same questions, though JDW has already
comprehensively responded to every query before the JIT, nevertheless JDW is eager to assist in proving
that no criminal or civil wrongdoing can be attributed to JDW.

 
The core financial, marketing, and operational management team along with all other officers required by
the JIT and CIT have furnished adequate documentary evidence to explain each and every transaction.
Till now, huge volumes of record of JDW and its associated Companies, which were never subject of
inquiry and have no connection with sugar, including records pertaining to more than 10 years (even
much beyond the sugar inquiry commission period) so far have been provided to CIT.

 
 

I have gone through the queries raised in the call-up notices dated 15.09.2020 & 19.09.2020 by the CIT
and now refer to paragraphs 4 – 9 of the notices. The same may be treated as my response to the queries
raised therein.

 
1. Firstly, addressing the concern regarding the due diligence measures undertaken by JDW whilst

purchasing assets and liabilities of JK Farming Systems Limited (“JKFS”), a sugar cane farming
company, it is emphasized that any question of financial irregularity in JDW’s acquisition of the
assets of JKFS simply does not arise. This investment was a highly practical, prudent, and
beneficial investment which contributed immense value to JDW’s operations, playing a significant
role in the development of sugarcane. It was decided by JDW’s Board of Directors (BOD) that
purchasing sugarcane business operations of JKFS was a financially pragmatic step, since it
enabled JDW to secure 15-18% of its sugar cane supply for all times to come. The valuation and
survey of the assets of JKFS was carried out by an independent surveyor, namely Unicorn
International Surveyors, which is a member of the Pakistan Engineering Council and is on the
panel of approved valuators of Pakistan Banking Association. The acquisition transaction was also
reviewed by one of the world’s premier chartered accountancy firms, AF Ferguson & Co.
Chartered Accountants. The reports furnished by these firms have previously been supplied to the
Sugar Inquiry Commission.

 



2. Secondly, regarding Faruki Pulp Mills Limited (“FPML”), this was a unique project with a high
potential for profitability. There is a misconception that JDW whimsically injected a lump-sum of
Rs. 3.15 billion in FPML. In fact, the investment was carried out over a period of 8 years and
during that time period technical and financial experts were repeatedly consulted regarding the
project. When JDW made its initial decision to invest in FPML in 2009, there was no company
other than FPML across Pakistan in the field of wood pulp manufacturing, which is the raw
material for finished paper industry. In fact, the pulp had to be imported to Pakistan and JDW saw
the opportunity to manufacture wood pulp locally for the first time with immense benefits for the
local paper industry. The idea was to completely substitute the imported pulp, this would have
resulted in a good source of foreign exchange for Pakistan. Moreover, given that FPML and JDW
both were part of the agriculture industry, there was ample synergy between the two. Therefore,
JDW saw no reason to hold back, given that it had already been successful in launching pioneering
projects in the past. Through JDW’s investments and financial support, FMPL was able to conduct
two trial runs of 21 days each in the year March 2011 and August 2012 respectively. The entire
production was sold out in US Dollars on advance payment terms to local and foreign buyers.
However, due to technical problems, including power and steam-related issues, it was provisionally
not viable to proceed with FPML’s operations and, consequently, the plant was closed. To fix the
technical problems an additional investment of approximately Rs. 2.2 billion was required for
which mandate was given to MCB to find any equity investor on best efforts basis. However, JDW
eventually decided not to invest any further capital in FPML.

 
In the meantime, JDW saw an investment opportunity in bagasse-based co-generation plants, and
therefore FPML, for the time being, was put on the back burner. The co-generation power plants
proved an excellent investment which contributed significantly to the profitability of JDW.

 
In 2017, certain information and explanations regarding FPML was sought by SECP, which was
replied comprehensively by JDW; however, eventually no proceedings were initiated. This
establishes that the SECP was satisfied with the explanations provided, and that there was no need
to bring any sort of action. All project and investment decisions were approved by the BOD and as
well as by the shareholders and every decision was duly intimated to concerned regulatory
authorities. Moreover, the FIA itself has already visited the FPML site, inspected its machinery, and
verified that the project was legitimate. Even otherwise, the SECP has never raised any objection
regarding any acquisition or investment transaction conducted by JDW, and doing so at this belated
stage is highly prejudicial to JDW.

 
3. Thirdly, in connection with the cash payments, it has been implied in the query raised that the cash

payments were a lump-sum amount of Rs. 2.2 billion. However, it must be clarified that these
payments were made over a period of 3 years. This is very normal for an organization of JDW’s
size and is a relatively insignificant amount given that it is below 1% of the overall turnover for the
3-year period, which was approximately Rs. 200 billion. Moreover, the concern that cash payments
from the JDW’s accounts were made into private accounts for personal utilization is vehemently
and categorically denied. It is clarified that no such payment was ever made and not an iota of
evidence of any transaction exists to prove any wrong doing or money laundering, as unfortunately
indicated in paragraph 1 of the call-up notices. The company cashier, along with the Deputy
General Manager Cash, General Manager Sales and Marketing, and Chief Financial Officer have
repeatedly cooperated with the CIT and have already satisfactorily explained the purpose behind all
transactions. The cash payments were used for statutory payments, utility payments, import
clearance costs, salaries and wages, overtimes of support staff, entertainment, fuel, minor repair
maintenance and various other day to day expenses, and some portion of these amounts was used to
repay excess payments of sugar dealers, which they deposited in the companies’ bank accounts in
normal course of sugar trade.

 



Moreover, the cash withdrawals to meet expenses are a routine practice in most large-scale
companies and do not run afoul of any law. These withdrawals were made from proper company
accounts and no amounts were ever deposited in any personal account. Has there been any
irregularity or malfeasance in the transactions, the relevant banks would have raised a Suspicious
Transaction Report or Currency Transaction Report, but no such report was ever generated.

 
 
4. Fourthly, in response to the query regarding the source of cash deposits in the accounts of ATF

Mango Farms (Pvt.) Limited and JK Dairies (Pvt.) Limited, please note that following the
corporatization of the aforementioned companies and subsequent handover of my shareholding
therein, I ceased to hold any management or executive position in either company, nor do I any
longer hold a stake in them.

 
5. Fifthly, regarding the transactions between JDW and Deharki Sugar Mills (Private) Limited

(“DSML”), all transactions are fully documented and, contrary to what has been alleged, there is
nothing haphazard about those. These were arm’s length transactions in the form of short-term
advances between JDW (Parent Company) and DSML (wholly owned subsidiary of JDW),
conducted under Section 208 of the Companies Ordinance, 1984 and Section 199 of the Companies
Act, 2017. The advances were made through proper banking channels and, as per the law, the
borrowing cost of the lender was duly charged to the borrower.

 
6. Lastly, with reference to the investment by DSML in FPML, this was again an arm’s length

transaction under Section 208 of the Companies Ordinance, 1984 and was conducted with
shareholder’s approval.

 
Finally, it must be pointed out that no offence has ever been committed by JDW, or by me, and no proof
of any such offence has been brought forth either by the JIT or the CIT. In-fact none of the queries and
concerns raised in the call-up notices make out any offence under the Schedule of the FIA Act, 1974.
Even otherwise, the offences as implied in the call-up notices have no nexus with Federal Government.
All investment transactions, acquisitions, and payment transactions mentioned in the call-up notices were
conducted for a lawful purpose. Neither was any acquisition conducted at an inflated or exorbitant price,
nor was there any haphazard investment or payment transaction. In fact, all transactions were financially
prudent under the circumstances in which they were carried out. Moreover, all JDW personnel have
cooperated with the JIT and CIT at every stage and have provided documentary evidence to establish the
transparent, legitimate, and bona fide nature of each transaction. In the spirit of cooperation and to further
assist the CIT, relevant record/documents in the form of 11 volumes pertaining to queries of paragraphs 4
to 9 of call-up notices are produced along with this statement.


It is reiterated that, no director, shareholder, or other stakeholder has ever been aggrieved, directly or
indirectly, by any of the transactions mentioned in the call-up notices. Therefore, I request that the
Inquiry No. 134/2020 be dropped.

 
 
 
Jahangir Khan Tareen September 23, 2020
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