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Some Facts & Figures

Design Criteria

An integrated Cane Sugar astate, with a
factory rated at 26,000 MT of cane per day.

Basic concept

import Substitution: To allocate one hatf of
the annual production of White Sugar for
the Domestic market.

Foreign Currency Generation

One half of the annual is for export.
Location

Near Rabak Town on the east bank of the
White Nile, some 250 Km south of Khartoum
and 1,200 Km from Port Sudan.

Estate Area

168,000 feddans [70,000 hectares)

Plantation Area

100,000 feddans (41,800 hectares)

Irrigation Works

Six pump stations fraising the water 46
metres above the level of the White Nile],
with a capacity of 42 cubic metres a second
and a total Lift of between 40 and 46 metres,
send the waters of the White Nile along 40
Km of Main Canat to the plantation area
onto which they are fed by gravity along
some 400 Km of secondary canats following
the contours of the Estate.

irrigation Requirements
400 million gallons per day
Estate Roads

328 km of major roads supplemented by a
1,560 Km network of infield roads

Electricity Generation

During Crop: 83 megawatts

Workforce

10,000 employees, with a further 4,000

seasonal workers for the duration
of the crop.
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Summary of Operations & Financial Status
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1994/95 1995/96 1996/97 1997/98

1 Crushing Season [days] 150 149 ] 164 191
2 Area harvested {feddans] 75,077 76,834 76,538 79,160
3 Cane harvested [MT/000! 2,274 2,5%4 2,970 3,439
4 Cane yield per feddan IMT] 30.30 33.80 38.80 43.50
5 Cane harvested per day (MT] 15,200 17.400 17,900 18,000
& Harvesting mechanical {%]} 54 50 51 43

Harvesting hand-cut {%] 46 50 49 37
7 Net sugar recovery / cane crushed  {%] 11.10 10.79 11.20 10.34
8 Sugar production [MT] 253,000 280,000 333,000 356,000
9 Production target [MT] 265,000 265,000 296,000 340,006
10 Selling Price (DMQ} {SD/MTI 17,2773 35,021.5 57,593.7 86,406.3
11 Production costs {SD/MT] 9.689 17,588 32,290 35,130
12 Costs excluding extraordinary

items [line 20) {SD/MTI 9,489 17,588 32,290 35,130
13 Total costs {S0/MT) 9,689 17,588 32,290 35,130
14 Turnover [sp/oeg) 5,323,677 106,312,875 19,917,674 29,903,407
15 Operating profit/{loss) {SD/0G0) 2,875,602 5,411,040 9,855,075 -11.700,51'&7
16 Net finance charges

{payable} received {SD/00R) £1,018 1219,183) 1,617,501 2,329,333
17 Gain/[loss] exchange {So/ooo) 26,753 - 4,0023,775 3,629,213
18 Provisions (sD/o00) 3,516 - 22,181 -
19 Profit/[loss] before

extraordinary items (SB/000) 2,901,489 5,088,728 9,916,506 15,292,434
20 Extraordinary items {Sb/000) - - - -
21 Profit/[loss] for year {SD/000) 2,901,489 5,088,728 9,916,506 19,292,434
22 Sudanese Dinar Exchange rate

against US Dollar (US $) 0.0014 0.0007 5.0006 3.0005
23 Rividends {us %) 5,000,00C 15,882,776 17.000,000 19,859,916




1998/99 1999/G0 2008/01 2001/02 2002/03 2003/04

187 193 186 171 170 176

79,006 78,594 78,209 79,712 7%.,359 80,096

3,500 3,541 3,751 3,615 3,828 3,205

44.30 45.10 48 45.34 48.24 48.80

18,700 18,348 20,110 21,140 22,534 22,969

&4 &2 62 &3 62 41

? 36 38 38 37 33 39
10.43 10.93 10.76 10.40 10.40 10.96

365,000 387,044 403,486 376,039 398,268 427,895

345,000 367,000 390,000 420,000 390,800 395,000

. 83,809 98,000 104,700 113,076 113,076 113,676
43,213 77,686 84,984 84,274 80,418 78.701
43,213 77,684 84,984 84,274 80,418 78.701
‘ 43,213 77,686 84,984 84,274 80,418 78.701
ﬂ 32,734,015 37,834,308 39,955,034 38,825,464 51,461,456 48,474,777
* 8,738,057 7,853,543 5,610,127 6,936,536 10,604,341 8.86'},903
- 162,067 84,467 (38,6941 {172,271} {240,364) £164,938]
(14,303,604 990,588 659,294 §271,063) (2,199,082 (423,345]

(9,125,437} 9,396,113 4,157,839 4,212,782 5,632,88% 5,466,838

(9,125,437} 7,396,113 6,157,839 4,212,782 5,632,887 5,466,838

0.004 0.004 0.004 0.004 0.0604 0.004

16,000,000 19,600,000 22,000,000 12,757,000 16,000,000 18,000,000
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Chairman’s Statement

International economic performance in 2004
was generally better than that of 2003.

Estimated gltobat grawth of GOP for the year
2004 reached 4.1% compared to tast years
growth of 3.8%. At market exchange rates
developed economies accounted for 77% of
global output.

In Sudan, economic stability has continued
as is seen from the strength of the
exchange rate of the Sudanese Dinar
against major international currencies, the
inflation rate remaining in single digits and
a substantial increase in GDP growth for the
year to 7% due to increased exports,
including a substantizl increase in

oil revenues.

Sudan’s total sugar production for the
2003/04 crop season amounted to 754,915
torines, the largest production ever
witnessed in the Sudan, of which Kenana's
contribution was 427,295 tonnes.

As noted in my 2003 Chairman’s statement,
the international sugar market witnessed a
fluctuating downward trend. This trend
continued for most of 2004, although part of
the year witnessed a temporary recovery
due to the decrease in international sugar
stock ievels; but that was not the norm.
Current indications suggest that sugar
prices will remain relatively stable due to
the balance between world sugar stock
levels and productian levels in the major
sugar preducing countries {falis in
production in some areas heing
cempensated by increases in other areas).

Against the risks of the internationat sugar
markets and the political instability and
insecurity in the western borders of the
Sudan (the gateway for exports to Chad and
Central African Republic] the Company
marketing plan cencentrates primarily on
the domestic market as a priority to satisfy
the locat demand and stabilise the local
sugar market. In line with the approved
marketing poticy of managing the marketing
proceeds according to market
segmentation, the Company was abie to
have a foothold in the Eurocpean Union
preferential market where, for the fourth
year, the Company exported 17.4 thousand
tonnes of sugar to this market. The
COMESA and West African markets are also
priority target markets for Kenana

Sugar Campany.

Though the year 2004 was a challenging
year, the Marketing division with its
dynamic and flexible export plan responded
well to these challenges reflecting the
success of the marketing poticy. The
marketing plan for the upcoming 2004/5
crop season will continue to he flexible,
taking into account the growing demand for
sugar in poth the domestic and the
Company's preferential markets which will
be monitored closely to ensure the
maximum benefits and optimum
equilibrium for the Company’s sugar
products. Precautionary measures will,

of course, be taken to match any drastic
changes int the Camnpany’s major markets.
The Company’s rmarketing policy for
molasses {sales in lots] successfully
achieved its targets i.e. selling in the best
market to have the maximum earning.

In the domestic market the Company, for
the second consecutive year, played a key
role in impiementing the adopted policy for
marketing of local sugar under both the
anti-monopaly Act for sugar sales in Sudan
and the peolicy of direct selling from sugar
companies (o cusiomers. Kenana, together
with the Sudanese Sugar Production
Company, led a sound local marketing
policy through direct delivery to customers
which enabled the factories to have an
effective cash flow through the season.
Local sales of molasses were also boosted
through the effective marketing policy
including delivery of products to the
customers. Within the Company’s
diversification plan, the Company is
marketing a new group of products
inctuding timber, agricultural implements,
syrup, dairy and animal feed products both
locally and overseas.

Sugar output for 2004/05 totalled 427,895
tonnes of sugar. The total value of sales
lincluding proceeds from export and
domestic sugar quotas} reached SDD 48,475
mitlien compared to the last crop progeeds
of SDD 51,4461 miltion.

As a major investment Company, Kenana
cannot rely wholly on a one product
portfolio, consisting sotely of sugar. This is
not only due to sugar’'s fluctuating price in
the international market and its impact on
the Company’'s cash flow and profitability,
but also hecause there are further attractive
investment opportunities within Kenana
taking advantage of the existing
infrastructure, industrial by-products and
accumulated know-how.
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This season witnessed the last year of the
medium term investment plan covering the
period 1999/2000 - 2003/20804 aiming to
strengthen the financial position of the
Company and to sharpen its competitive
edge. The major project within this
investment plan is the factory uprating
which will raise the factory daily crushing
rate from the designed capacity of 17,000
tonnes of cane sugar per day to 246,000
toennes on completion of the project. The
product diversification programme is inter-
related with cane and sugar. The Kenana
investment plan encompasses the
introduction of a number of activities
including the planting of farests, production
of dairy products and animal feed projects.

More than 90% of the medium term
investment plan has been completed by the
end of the 2003-04 season. Projects in the
pipetine include the Charcoal project and
projects involving Ethanel and yeast
producing plants. The second medium term
investment ptan is now under consideration
to be incorporated in Kenana's future vision
for the 2004-2014 period.

Kenana Engineering and Tachnical Services
Company Limited [KETS}, a subsidiary of
Kenana Sugar Company founded in 1986 to
provide quality services to clients based on
innovative designs and techniques and
provide the right solutions to meet the real
needs of clients and assistance to realise
their full potential and prospects for grawth,
is taking advantage of Kenana's sound
technical knowledge and know-how
cancerning a wide range of disciplines. Gver

the past few years KETS has extended its
range of services locally and to other clients
abroad from places such as Nigeria, Kenya
and Chad. Kenana Sugar Company Limited
has been awarded the design
implementation and management of the
White Nile Sugar Company Project which is
a multi-natienal preject in centrat Sudan te
produce 340,088 tonnes of sugar per
annum. KETS, as a technical arm of KSE is
involved in the promaotion, set-up and
establishment of the White Nile Project,

Kenana has distributed US $ 147.6 million
as dividends to Sharehotders over the last
12 years. It has undistributed profits
retgined within the Company for the
development of existing projects and
execution of new projects, which has in the
past and present strengthened the self
financing ability of KSC to develop existing
projects and fo establish new projects.

Kenana is now involved in the establishment
of a detailed grand vision cited as ‘Kenana
Fuiure Vision that will guide the way for the
future development of Kenana. This vision
includes matters such as maintaining cost
effectiveness, revamping the current
structure of the Campany and measures to
strengthen Kenana's position within the
areas of existing and future globalisation
chattenges, transformation of technelogy,
cost effectiveness and others.

During 2084, an event of significant
distinction was the election of Sayed
Mohamed E! Mardi El Tigani (KSC Assistant
Managing Director for Marketing] during the

International Sugar Councils General
meeting in London last November as
Chairman of the ISC which has 72 members
including prominent sugar preducing
countries such as Brazil, India, Austraiia,
European Union, South Africa and others.
He was nominated by the representatives
of the European Union and elected by the
totai majority.

In the tight of the various constraints that
affected the overail operationat efficiency,

| woutd like to pay tribute to the unstinting
efforts of the Managing Director and the
Corporate Management and staff, without
whom the future prospective would be much
tess favourable than they currently appear
and which maintained Kenana, despite its
size and complexity as a cohesive operation
comparabie with any large scaie integrated
sugar company in the werld.

| wish atso to extend my highest regards
and appreciation to the Shareholders and
the Board of Directors for the continuing
unlimited support extended to the
Company’s goals and objectives.

Dr. Galal Yousef El Degair
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Directors Report

The members of the Board of Directors
submit their report with the audited
accounts for the financial year ended 30th
September 2004.

Assessment of the 2003-04 Crop Season

The 2663/C4 Crop [the 25th Crop since the
inception of Kenanal got off to a smooth
start on 8th Novernber 2003,

This crop ran for a total of 174 days, ending
on 1st May 20064 and concluding on a high
note with a werld record in cane and sugar
production.

The following table shows key actual
producticn statistics campared to the year
2002-03:
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Crop Crop

2003-04 2002-03
Area for
harvest
[Feddans] 80,096 79,359
Cane Yield/
Feddan 48.80 48.20
Net cane
harvested
[MTs) 3,904,692 3,827,928
Average
sugar yield
(%] 10.96 10.40
Sugar
Produced
{MTs) 427,895 398,268
Crop days 17¢& 170

Following are the salient features of
the crop :

a The Cane Production harvested 80,096
feddans which indicates the efficiency
attained in harvesting.

» Highest cane production of 3,904,692 MTs
in the history of Kenana. Compared to last
year, additional cane of 76,764 MTs (2%
increase over last year} was produced.

= Highest TCF (tonnes of cane per feddan)
of 48.80 in the history of Kenana. When
translated into tonnage per hectare, this
works out to 114 Tons/Hectare.

» Produced 427,895 MTs of sugar. This was
32,895 MTs in excess of the budget target
(8.32% increase over last year's actuall.

= Average sugar produced was 2,451
MTs/day, in itself a record in the history
of Kenana.

= Export of 18,000 MTs of Raw sugar within
the specified EU timitation Pol of 99.20%
at loading port. The reported Pol value of
Kenana's raw sugar at Tate & Lyle's, UK
tab was only 98.17%.

» A further noticeable feature is that the
Crop harvest length is now relatively
stable at areund 170 to 175 Crop days and
ance the Factory completes its up-rating
programme, we should be able to
cemplete the season in 170 Crop days on
a cane throughput of 4.00 million and
an average grinding rate of more than
23,000 MTs/day.

= Central Workshop has played a major role
in the success of the Crop season as it
provides the vital support in terms of
equipment availability, repair and
maintenance for the entire fleet of mobile
plant and equipments in Kenana.

Cast Control Measures

This basically is an on-geing exercise and
has been practised for the last several
years. The message that "WE MUST AT
ALL COST REDUCE THE COST OF
PRODUCTION" was farcefully delivered
at alt management levels.

Manpower rationalisaticn is an area that
has been closely reviewed with
employee reductions.

Results of the Year

Output for 2003/04 totalled 427,895 tonnes of
sugar establishing a new production record
for Kenana which is also well above the
budgeted forecast of output for the seasen of
395,000 tonnes, 8.3% increase. Cane
harvested totatled 3.7 millien tonres , 2.6%
more than the budgeted forecast production
of 3.8 miltion tonnes. Cane Yields for
2003/04 averaged 48.8 tonnes per feddan,
1.2 % above last year. These achievements
are all the more remarkable in the context of
the drastic increase in the prices of imported
input materials - and the increase in the cost
of local materials including the statutory
increase in workers wages. The excelfent
results are a tribute to the drive and
organisational skills of a dedicated
Management team and employees.




Outpet for 2003/04 totalled 427,895 tannes of sugar @stablishing a
new production record for Kenana which is also well above the

budgeted forecast of output for the season of 395,000 tarines, 8.3% increase.

The total vaiue of sales [including proceeds
from export and domestic sugar quotas)
reached SDO 48,474 million compared tc the
last crop proceeds of SDD 51,467 million.
The decrease in proceeds is mainly
attributabte o the very low sugar closing
stocks in the previous year. Grass profits

“amounted to SBD 17,820 million as

compared to SDD 20,090 million last
season. Fixed assets have increased to SDD

-'----49.563 mittion compared to SDD 44,342

million last year. !nvestments have

" increased tc SDD 2,278 million compared to

SDD 339 million last seasaon, reflecting the
Company's investment in the White Nile
Sugar Company totalling USD 7.5 million, of
which USD 6.1 million had been paid at 30
September 2004. In order to remain

" competitive in the domestic as well as in the

international market, the strict austerity

. measures policy will continue to heip

reduce the cost of production, without

_sacrificing operation efficiencies.

-Industriat environment

“The Industrial environment remained

“'satisfactory througheut the Crop period.

Forecast

. Effective procurement and finance plans for
" both Operating and Capital budgets far next

Year have commenced and inputs are

“expected to ensure targeted production

results next year.

Share Capital Funding

The authorised share capital amounts to 80
59 million and the paid-up capital amounts
te SD 56 millien [before adjusting for
previous period’s hyperinflation) which is
hetd in the following percentages as at 30
September 2004;

%
Government of the Republic
of Sudan 35.33
#Kuwait Investment Authority 30.44
Government of the Kingdom
of Saudi Arabia 10.97
The Arab Investment Company 6.99
Sudan Development Corporaticn 5.69
The Arab Authority
for Agriculturat
Investment & Development 5.59
Consortium of Sudanese
Comrnercial Banks 447
Nissho iwai Corporation 2.16
Gulf Fisheries Company 0.16
Total 100.08

Directors

The names of members of the present
Board of Directors are shown an Page {3}
of this report.
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Profit & Loss Account

Year Ended 30 Septernber 2004 {Thousand Sudanese Dinar)

Note 2004 2003
Sales 18 48,474,777 51,461,456
Cost of sales:
Depreciation 4 {7,217,933] [6,183,448)
Other operating expenses (23,436,534) (25,208,292
(30,654,467} (31,371,740]
Gross Profit 17,820,310 20,089,716
General and administration expenses: ‘
Services and others (3,621,318} [3,033,454)
Other operating expenses {4,710,022) (4,226,812}
(7,731,340) d £7,260,266]
Selling and distribution expenses {2,608,045) (2,830.821)
Other operating income 21 1,386,978 605,712
(8,952,407} {9,485,375]
Profit from Operating Activities 8,867,903 10,604,341
Dividends Received - KETS 176,814 73,948
Finance income 19 35,092 135,422
Finance Cost 19 1200,030) {355,788)
Net foreign exchange difference 22 {423,345} (2,199,082]
(411,469} 12,365,500}
Profit on ordinary activities
before tax 8,456,434 8,238,841
Prepaid Tax 20 12,989,596} {2,605,952)
Net Profit (Loss] for the year 5,466,838 5,632,889

The attached notes form the part of these Financial Statements.




Statement of Changes in Shareholders” Equity

Year Ended 30 September 2004 [Thousand Sudanese Dinar)

Note Share General Exchange  Revaluation Retained Total
Capital Reserve Difference Reserve Earnings
Reserve

As at 30 September 2002 13 183,745,896 1,614,379 1,378,819 [177,471,042] 49,763,283 59,032,335
Net Profit for the year 5,632,889 5,632,889
Dividends for the Year ended
30 Sept. 2002 12 {3,384,432) (3.384,432)
Transfer to General Reserve 14 281,644 [281,644)
Transfer to Exchange
Differences reserve 15 (2,199,082} 2,199,082
Depreciation Transfer 14 (2,806,3101 2,806,310
As at 30 September 2003 13 183,746,896 1,894,023 1820,263} 180,277,352} 56,735,488 61,280,792
Net Profit for the year 5,466,838 5,466,838
Dividends for the Year ended
30 Sept. 2003 12 [4,179,200) (4,179,200}
Transfer to General Reserve 14 273,342 {273,342]
Transfer to Exchange
Differences reserve 15 {423,345) 423,345
Depreciation Transfer 16 {2,398,191) 2,398,1M
As at 30 September 2004 183,746,894 2,169,365 11,243,608) {182,675,543) 40,571,320 - 62,568,430

The attached notes form part of these Financial Statements




OPERATING ACTIVITIZES

Profit befors tax

Adjustment far:

Denreciation

Foreign exchange Losses/[gains]
{Profit} Loss on sale of fixed assets
Met interast {incamel/charge
Changes in working capital:
Inventaries

Trade and other receivable
Payables

Provision for employees terminal benefits

Cash generated from cperations
interest recaived

Net cash fromn operating activities

INVESTMENT ACTIVITIES

Purchase of property, plant and equipment
Proceeds from zroperty, nlant & equipment
increase in investment

Net ¢ash used in investing activities
FINANCIAL ACTIVITIES

Proceeds from longterm borrowings
Dividends paid

Loan Repayments

Net casnh used in financing activities

{Decraasel/increase in cash and
cash equivalent

Movernent in cash and cash equivaleni:
At start of the year
[Decraaselfincrease in the year

Effects of Exchange rate Changes

At end of the year

The aitached notes form sart of these Financial Statements
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Yo Inied 30 Seoizmier

2004
8,456,434

7.217,933
423,345
7,029

{35.092)

[5.058,906]
8,251,319
(2,342,327)
2,230,328
20,132,083
36,092

(9,914,241]
35,394
11,938,751}

106,246
(4,179,200}
(824,495]

4,289,081
3,472,098
(158,319}

Do

2003
8.238.841
6,163,448
2,199.082

24,558
(115,422}
4,370,207

{3,17G,350)
333,182
437 097

{3,384,422]
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Notes to the Financial Statement

1

ACTIVITIES

The company is a limitad liability comapany reqistered under the
Companies Law of the Repubtic of Sudan with the certificate of
registration number C/1151 dated 11 March 1975 having its
registared offica in the Republic of Sudan. The company's pringipat
activity is to grow and refine sugar cane and sell sugar ang
by-products,

2

Standing cane

SIGNIFICANT ACCOUNTING POLICIES

Aj BASIS OF PREPARATION

The Financial Statements are preparad in accordance with
and cemiply with international Financial Reporting Standards
applied on a consistent basis. The financial statements are
prepared under the historical cost convention as modified by
the revaluation of fixed assets and share capital to account
for the impact of hyperinflation.

B} FOREIGN CURRENCY TRANSLATION

The company maintains its acceunts in Sudanese Dinar. The
rate of exchange of the Sudanese Dinar to the US Dollar at
the Balance Sheet date was Sudanese Dinar 258.50 {2003 -
Sudanese Dinar 261.20] Transactions in foreign currencies
are translated to the Sudanese Dinar at the rates of
exchange issued by the Bank of Sudan at the heginning of
each quarter. Monetary assets and liabilities deneminated in
foreign currencies are retranstated at the rate of exchange
ruling at the Balance Sheet date. All differences are
recognized in the income statement. Net foreign currency
profits arising each year ara disclosed separately within
reserves, to be offset against net future foreign currency
losses charged to the profit and loss account.

cl INVENTORIES INCLUDING STANDING CANE
Standing cane, raw materials and consumable and sugar:
inventoriaes are valued at the lower of cost or net realizable
value. Costs represent the expenses incurred in bringing
each product to its present position and condition as follows:

- Cost of direct materials and labour,
plus attributable overheads

Raw materials & consumables - Purchase cost on a weighted

Sugar and by-products

average basis.

- Gost of direct materials and labour
plus overheads based on normal
level of activity.

Livestock accounting pelicy

r Cane

wy

1

- Livestock ara meagured at their
fair value less estimated point of
sale costs. The fair vaiue of
livestock is determined based on
mariat prices of livesiock of
simiiar age, oreed, ang

genetic merit,

As there is no active market for
sugar cane, a fair market value is
not detarminabie and therafare the
valuation of sugar cane is outside
the scope of |1AS 41, and is valued
on the basis described above,

B} EMFPLOYEES' END OF SERVICE BENEFITS

The company provides for ameunts pavatble under the
company's end of sarvice benefits scheme applicable to
employees’ accumulated pericds of servica at the balance
sheet date.

E} REVENUE RECOGNITION

(i} Sales of goods

Sates represent the invoiced value of gooads {excluding Value
Added Tax and Excise Cutyl supplied by the company during
the year.

Revenue from the szle of goods is recognised when
significant risks and rewards of awnership of the goods are
transferred to the buyer.

[ii} Interest income
interest income is recognised on 3 lime-proportion basis
using the effective interest method.

{iii} Dividends income
Dividend income is recognisec when the right ta receive
payment is established.

Fi TAX PREPAYMENT

During the ten year period of tax exemption which
recommenced on 1st Qctober 2001 {see nate 7], the tax
prepayment is amortised to the income statement at
amounts equivalent to the tax that would otherwise have
been payable on annuat taxable profit. The amount at each
Balance Sheet date to be =arried forward 2s a prepaymant
against future taxable profits is re-assessed annually and
any adjustment required (if any] is cradited or charged to the
income staternant in that year.
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Gl DEPRECIATION

Fixed assets ate recorded at historic cost, except those held
at 30 September 2000 where the historic cost was modified
by a revaluation te account for impact of hyperflation,

Depreciation is provided against all fixed assets, except for
freehold (and, at rates calculated te allocate the cost, less

estimated residual value, at the rates ruling at the date of

purchase of each asset, over its expected useful life.

The estimated useful lives of the assets for the calculation
of depreciation are as follows:

Permanent buildings and infrastructure 25 years
Other buildings, machinery, pumps and fittings 12 years
Agriculturat and other equipment 5 years
Vehicles and other assets 4 years

Bains and losses on disposals are determined by comparing
proceeds with carrying amount and are included in
operating profit.

H] PROVISIONS

Provisions are recognized when the company has a present
legal or constructive obligation as a result of past events,
where it is probable that an outflow will be required to settle
the obtigation, and a reliable estimate of the amount of the
obligation can be made.

) DEFERRED INCOME TAX

Deferred income tax is provided, using the liabitity method,
for all temparary differences arising between the tax bases
of assets and liabilities and their carrying values for financial
reporting purposes. Under this method the Company makes
provisions for deferred income taxes on certain fixed assets.
Deferred tax liabilities are offset against the tax prepayment
to the extent such prepayment is available

J] CASH AND CASH EQUIVALENTS

For the purposes of the cash flow statement, cash and cash
equivatents comprise cash in hand, deposits held at call with
banks, and investments in money market instruments, net
of bank overdrafts.

K) INVESTMENTS

investments in subsidiary undertakings are accounted for at
cost. These are undertakings over which the company has
between 50% and 100% of the voting rights aver which the
group exercises control.

L) TRADE RECEIVABLES

Trade receivables are carried at original invoice amount less
provision made for impairment of these receivables. A
provision for impairment of trade receivables is established
when there is objective evidence that the Company will not
be ahble to coltect ail amounts due according to the original
terms of receivables. The amount of provision is the
difference between the carrying amount and the
recoverable amount.

M} DIVIDENDS

In the Company’s aceounts dividends distributed to the
Company's shareholders are recognised as a liability in the
period in which the dividends are approved by the
Company’s shareholders.

N} BORROWINGS

Borrowings are classified as current liabitities unless the
Company has an unconditional right to defer settlement of
the liability for mare than 12 months after the balance
sheet date.

0] PREFERENCE SHARES .

Preference shares, which are convertible to ordinary shares
at the option of the Directors subject to certain conditions,
carry dividend obligatian at the discretion of the Directors
and attract a residual interest in the net assets of the
company, are classified as equity.

Pl FINANCIAL RISK FACTORS
The Company’s activities expose it to a variety of
financiyl risks:

i} Foreign exchange risk

The Company is exposed to foreign exchange risk arising
from various currency exposures primarily with respect to
US dollars, Euros and Japanese Yen.

if] Credit risk

The Company has no significant concentration of credit risk,
as from 2004 sates of products are made to customers only
on payment by cash or bankers draft.

i) Liquidity risk

Prudent Liquidity risk management implies maintaining
sufficient cash and cash equivalents, Due to the dynamic
nature of the business, the Company aims to maintain
flexibility in funding through monitoring cash and cash
equivalent levels.




3. STAFF CDSTS

2004 2003
Saiaries and Wages 12,554,344 12,688,799
End of Services Gratuity 4,119,873 1,364,222
National Social Insurancees fund 1,712,231 420,604

18,384,408 14,672,628
Average nurmber of employees 13,334 13,500

b. FIXED ASSETS
Other buildings,
Equizment, Agriculiural
Land, Machinery, Egquipment, Vehicles
Permanent Pumps, and and
Zuildings Appliancas Excavation Cther
and infrastructure and furniture Machinery assets Total
Cost
At 30 September 2003 49,916,072 122,342,091 26,896,450 £,797,111 225,958,724
Additians 3,209,447 4,753,373 1,887,374 £51,025 12,433,241
Disposals -- {54,308} {135,408) {35,935] [225,831!
AL 30 September 2004 73,125,539 129,050,186 28,628,218 7,412,281 238,216,114
Depreciation:
At 30 September 2002 52,922,406 100,871,154 23,058,422 5,564,718 181,616,702
Charge for the year 2,391.81¢9 3,013,700 1,334,072 478,342 7,217,933
Disposals -- {18,905) {135,608] {26,914} {181,427
At 30 September 2004 58,314,228 103,565,551 24,256,886 5,016,144 188,653,268
Net book vatue:
Al 20 September 2004 17.811,314 25,934,205 4,371,332 1,394,055 49,542,906
AL 30 Septampe- 2002 16,993,666 22,277,935 3,838,028 1,232,373 44,342,022

21
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5. CAPITAL WORK IN PROGRESS

2004 2003
Balance at the beginning of the year 2,683,639 5,929,369
Additions 9,914,241 11,623,373
Transfers to fixed assets [12,483,241) (14,769,103]

Balance at the end of the year

6. INVESTMENTS
These comprise:

3 KETS:

Kenana Engineering & Technical Services Company [KETS)
Is a separate registered subsidiary owned by Kenana Sugar
Company {share 99%) and the Sudan Development
Corporation [share 1%]. Gn 10 October 2000, the authorized
share capital was increased by $3257 million. No additional
share capital has been issued subseguent to that date.

b) SAHEROON HOSPITAL

The benefits to Kenana of its equity investment in the
Saheroon Hospitat are reduced medical services costs for
Company employees and a share in dividends.

c) KFD

Kenana Friesland Dairy [KFD] is a joint venture between
Kenana Sugar Co. Ltd [share 37%), Van Der Ploeg
International [share 31.5%)] and Sudanese French Bank
(share 31.5%). In this joint venture Kenana wishes to develop
and process the milk to produce a variety of dairy products.

di White Nile Sugar Company {(WNSC)

Kenana has committed to level in the (WNSC) with intention
to 15% of the total equity, amounting to 22,500 shares to be
acquired through three separate tranches. Kenana received
the first catl payments in relation to 7,500 shares totalling
Us$ 7.5 million, which is due to be paid in 15 December
2003. As Kenana paid its share in [WNSC] in total of US$ 6.7
million as at 30/09/2004 and the balance of US$ 1.4 million
was paid on 10/10/2004. Therefore the US$ 7.5 million has
been recorded fully {7,500 shares] at the year end with a
corresponding liabitity for this payments of [1.4 million].

Consolidated financial statements only for KETS and KFD
are included this year, and have not been prepared for
Saheroon on the grounds of immateriality.

Cost of investment is as follows:

2004 2003
a) KETS 25 25
b] Saheroon Hospital 35,000 35,000
¢] KFD 304,771 304,771
d} WNSC 1,938,750 --
2,278,546 339,796
7. TAX PREPAYMENT

In late 1999 the Company agreed with the Minister of Finance, on
behalf of the Government of Republic of Sudan to restructure the
trade receivable due at that time from the Government in exchange
for treating all business profit taxes that would have become
payable by the Company for the ten year period ending 30
September 2012 as having been settled,

Of the total tax prepayment, SO 11.2 billion (2003: SD 14.3 billion)
has heen carried forward in these financial statements being the
amount currently assessed as probable of utilization in the
foreseeable future as a prepayment of future taxable Profits.

During the ten year period of the tax exemption the tax prepayment
is being amortised to the profit and loss account in line with tax that
would otherwise have been payable . This year is the third year of
the exemnption, the amortization of the tax prepayment charged to
the profit and loss account for the year is SD 2,989,596 thousand
(assessed in accordance with the Income Tax Order Treating of
Assets [epreciation issued by the Ministry of Finance - August 1997)
{2003 SD 2,405,952 thousand}.

Deferred Tax Liabilities

Deferred income taxes are calculated on all temporary differences
under the liability method using a principal tax rate of 30%. In
accordance with 1AS 29 a deferred tax liabitity arises on the
revaluation of fixed assets.

2004 2003
434,000 434,000

Deferred Tax' Liabilities

The above liability is that part of the deferred tax liability, which
arose on the revaluation of fixed assets, made on 30th September
2000, that will crystallise after the end of current ten-year
exemption period.




8. INVENTORIES INCLUDING STANDING CAMNE

2004 2003
Sugar 3,642,302 1,171,984
Standing cane 8,591,449 7,094,187
Forests 233,32 83,221
Live stock 418,855 133,363
. Spare parts, fuel and others 10,078,870 $,421,171
22,964,802 17,905,896

.9, TRADE AND OTHER RECEIVARLES
. 2004 2063
- Trade accounts receivabie 976,745 13,268,260
- ‘Prepayments 64,568 13,794
Advances to employees 1049171 703,602
Advances to suppliers 4,235,818 2,882,150
Other receivables 5,079,724 2,838,574
11,406,043 19,657,362

CASH DN HAND AND BANK BALANCES

{refer to nota 17}

” e cash balances inctude SD 834,998 thousand (2003 ST 844,042
housand) cash held in escrow as sacurity for two long-term loans

1. ACCGOUNTS PAYABLE AMD ACCRUALS

rade accounts payabie
Taxes and customs duties on sales
Advances from cusicmers
Other navables
Acerued expensas

2004
1,187,406
777.731
161,200

2003
1,242,902
2,485,223

435,824
2,583,508
1,615,897

included with other payables is $D 433,434 thousand relating to
proposed dividend {2003 SO 338,442 thousand)

12. PROPOSED DIVIBENDS

Dividends proposed. but not approved at the and of the financial

year, are as follows:

8% Cumulative, participating,
convertible prefersnce zhares "3
10% Cumutative, pariicipating,
converiiole preference shares "A”
10% Specisl, cumutative, participating
Convertible greference shares "A"

Ali shares lordinary and preferancs)

TOTAL PREFERENCE
AND ORDINARY SHARES

2004

3,332,128
847,072

4,179,200
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13. SHARE CAPITAE

Authorised Share Capital

No. Of Shares [Thousand)
76,475

156,000

234,000

123,525

Subscribed and fully paid up Capital:

No. Of Shares [Thousand)
76,470

155,290

206,090

122,700

Restated subscribed share capital

Ordinary shares of Sudanese Piasters 10 each

10% Cumulative, participating convertible
Preference shares "A” of Sudanese Piasters 10 each

10% Special, cumutative, participating, convertible
Preference shares “A” of Sudanese Piasters 10 each

8% Cumulative, participating, convertible
Preference shares “B” of Sudanese Piasters 10 each

Ordinary shares

10% Cumulative, participating, convertible preference shares “A”

10% Special, cumulative, participating,
convertible preferences shares “A”

8% Cumulative, participating, convertible preferences shares "B”

Share Capital revaluation reserve {Note 14}

Preference shares

Dividends on all issued preference shares are cumulative but are only accrued and payable when (and if) the Directors declare a dividend.

2004
7.647

15,600

2004
7,647

15,529

183,746,896
(183,690,841]

54,055

Each preference share has full voting rights equal to the voting rights granted to each ordinary share.

Increases of capital, changes of rights and merger shall not be effected without first obtaining the approval of 75 per cent of the preference

shares hotders.

In the event of a voluntary or involuniary liquidation, dissolution, or winding up of the Company, the holders of preference shares rank hefore

ordinary shares and after creditors in the fotlowing order:

il Holders of shares special "A", and "&".

All classes of preference shares are convertible to ordinary shares at any time after 1 June 1995, if the Board of Directors so decides,

iil Holders of preference shares "B".

provided that all declared dividends have been fully paid, before the date specified for conversion.

2003
7.647

2003
7,647

15,529

20,609

12,270

183,746,896
(183,690,841}

56,055




Dividends ip arrears

in accordance with the agreement oy the sharshoiders in their 35th
Extra-crdinary General Meeting in Dubal on 16 October 1999, the
sharehclders of A, B and special A preference shares zgread to the
foilowing:

1} To cease the calculation of dividends as per the fixad
dividends rates, and o freeze ihe dividends in
arrears up {o the year ending 20 September 1955,
and to consider all the distributed dividends up fo
the yesr ending 3C September 1998, as paid from the
frozen amounts.

2l To utilize the dividends which will be declared if
any} in years subsequent to the year ending 30
Septemnber 1998 for payment of the frozen amounts,
The period of payment of these dividends should not
excewd ten years from the year ending 30 Sepiember
1999, After full paymer of these dividends, the
preferrad shares shail be converted intc ordinary
shares in accordance with the terms of issuance of
thesa shares.

L)

To utilize an amount of USS12.7 miltien of the
declarad dividends for all years after the year
anding 30 Septamber 1998 for the payment of the
remaining dividend arrears [at 30 September 2063
such dividends arvears totailed US$ 63.9 million for
the special preierred shareholders "A"}, and to
distribute the remaining partion of the declarad
dividends [if anyi to all shareholders on a

nro rata basis.

14, GENERAL RESERVE

The sharsholders have rascived to set 3 sice & general raserve of

5% from the company’s annual net profit, This reserve is under the

Board of Directors discretion, in accordance with its suthorities ag

stated in Article 115 of the company's Memerandum of Asssciation, Lo

15 EXCHANGE DIFFERENCES RESERYE

The sharenolders have rgselved o set zside from Retsined Earnings 0

any foreign exchange gains from the Company's annual net profit, ;‘_

This resarve is not avaitable for distribution but will e utilized E

agazinst futurs foreign exchange tosses charged sgainst the o

Company's net profit. 5

T

16, REVALUATION RESERVE =

=

This raserve arises upan the adoption of 1AS29, following the )

revaiuation of non-rnonetary assats, principatly the fixed asssels and —

tne deferred income tax liability therson and the share capital. This 6
reseryve is not available for distribution, ::I_:—

-l

As at 30 September As 5t 30 September —

2004 2003 g

S0 000's &0 000's =

-

Ravaluation of fixed assets 6,332,298 8,730,489 3

Defarred tax Uability 15,317,000) {5,317,000! T

Share Capital revaluation (123,690,841} (123,690,841 -

i

Revaiuation Reserves {182.678,547 180,277,352} g

An amount equal to the difference between hisiorical cost
denreciziien and the depreciation on the revalued fixed assets is
transferred from this reserve to retained earnings each vear,
This transter amaounied to SO thousand 2,398,191

(2083 ST thousand 2,806,310).




17.

BORROWINGS

A

Export Credit Loans

The Bank of Sudan has agreed to include the Export
Credit Loans {that should have been fully repaid in
the repayment period 1280-1988) and interest
accrued thereon for the year 1984 to 1988, in the
rescheduling agreements which the Government of
the Republic of Sudan is seeking to negotiate with its
international creditors.

As no such agreements have yet heen concluded, the
loans and interest accrued between 1984 and 1988
under the loan agreements totalting SD
20,523,985thousands (2003 SD 20,164,089
thousands] are financial obligations. Accordingly the
total principal amounts and interest up to 1988 that
could he payable are recorded as a liabitity.

The Government of the Sudan has agreed with the
Campany that the Company will receive any agreed
debt relief in respect of these loans. When
negotiations ate compteted, adjustment may need to
be made to the carrying vatue of the loans in the
balance sheet and adjustment to finance charges
inciuded in the profit and loss account, The
negotiations originally commenced in 1981 and it is
expected that a future period will elapse before any
final agreement is reached. The Directors expect
that such an agreement will incorperate
rescheduled payment dates and that the Company
will be able to finance repayments. As a
conseguence these financial statements have been
prepared on a going concern basis.

jt is not expected that either the original lenders or
the Government of Sudan will seek to enforce
immediate repayment of the overdue loans. Based
on past experience formal rescheduling of these
toans, which is not at the discretion of the Company
is unlikely o occur in the short term. Nevertheless
as these toans are technically repayable on demand
and consequentiy are disclosed as being due within
one year,

Export Credit Loans consist of the principal and interest accrued

prior to the suspension of repayments as fotlows:

Amount in As 30 As 30
Foreign September September
currency 2004 2003
000's 5D 000's SD 000’'s
French Loans Euro 20,261 4,392,198 6,017,343
Japanese Yen
Loans Yen 5,256,190 12,057,328 12,193,950
Austrian Schitling
Loans Euro 6,575 2,074,459 . 1,952,796
Totat Export Credit Loans 20,523,985 20,164,089
B) Other Loans
As 30 As 30
September September
2004 2003
SD 000's . SD 000's
Loans repayable in one year 1,468,885 1,101,272
Loans repayable after
more than one year 3,163,168 4,353,901




The loans repayable after more than one year are two leans. One The analysis of all categories of sales as follows:
loan is a USS 7,919 thousand, repayable in twelve guarterly

instaliments from December 8, 2004 to September 8, 2007 at 2004 2064 2003 2063

interest rate of LIBOR plus 2% equivaient as at 38 September 2004 Metric Amaeunt Metric Amount

to SO 427,227 thousand {2063 SD 533,388 thousand). This loan is Tonnes 55000 Tonnes SD'000

secured by plant and equipment and US$1,930 thousand held in an Demestic

escrow account. The cther loan is 3 US$ 10,000 thousand, payable in market quota 150,000 17,721,873 150,000 14,941,400

nine half- yearly installments from October 8, 2004 to October 8, Export quota 246,795 29,601,859 294,284 33,085,327

2008 at interest in arrears at a rate of LIBOR plus 2.5% payable on Small packages - -- 19 211

April 8, and Jctober 8 every year. The loan is secured by US3 20,000 Treacle -- - 490 74,535

thousand of fixed assets and U$%1,300 thousand hetd in Molasses 105,994 1,151,805 128,750 1,339,863

escrow account.  cemmmesmammmeees e

Fair Values ‘ 48,474,777 51,461,456

The carrying ameunts of the following financial assets and liabilities

approximate to their fair values: cash, trade receivables and 19. FINANCE INCOME AND COST

payables, other receivables and payables, short term borrowings

excluding the Export Credit Loans, floating rate tong term 2004 2603

borrowings and dividends payakle. As no agreement has yet been income:

reached with creditors over repayment of Export Credit Loans, then Bank interest receivable 35,092 115,422

no reliable astimate of their fair value can be made atpresent,. mmmmamaeseee mommmomo—oee

18. SALES 2004 2603
Cost:

Under the terms of the Sugar Sates Agreement for 1975 concluded Bank/ Loan interest payable 200,030 325,788

between Kenana Sugar Company Limited and the Governmenteofthe smemmmmmmmeee e
Republic of the Sudan, one half of the sugar production each year

shall be sold to the Government of Sudan. The company has the

unrestricted right to export the other half under the guarantee of

contracis and payment shall be made through letters of credit or by

cash in US deilars before delivery. The company also has the right o

sell part of the export quota locatly in foreign currency or in

Sudanese Dinar [convertible to foreign currencyl.

The price formula for the calculation of the setling price of sugar
seld to the Government is based on the budgeted total operating
sosts, financs costs and fixed asset replacement costs, plus 2
profit margin.
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20, TAX PREPAYMENT

S0 2,986,407 thousand is charged to the profit and loss account.

This represents the amortization of the tax prepayment

[see note 17].

The notional tax on the Company’s profits before tax differs from the
theoretical amount that would arise based on the country’s tax rate

of 30% as follows:

Profit before tax

Tax calculated at tax rate of 30%
Effect of excess of depreciation
over capital allowances

Tax charge calculated

21, OTHER OPERATING INCOME

Fire Damage Claim

Profit on sale of fixed assets
Workshop Services

White Nile Sugar Co.
Miscellaneous

2004

8,456,434

2,936,930

452,666

2004
639,142
2,737
493,617
251,482

1,386,978

2003

8,238,841

2,671,652

134,300

2003
487,000
514
4,875

104,323

605,712

22. FOREIGN EXCHANGE DIFFERENCES

This represents the net exchange differences arising from re-
translation of monetary assets and liabilities denominated in foreign
currencies at the exchange rates prevailing at the balance

sheet date.

23. CAPITAL COMMITMENTS

The directors have authorized future capital expenditure amounting
to SO 8,603.4miklion (2603 5D 6,960.5 million].

24. RELATED PARTIES

al

b}

cl

d)

el

Directors’ Remuneration

The thirteen members of the Board of Directars,
who have voting rights, as tisted on page (3] of the
Annual Report, received an aggregate remuneration
of 5D 45.8 Million [2003 - 49.1 Million).

Government of Sudan

The Government of the Sudan is a related party of
the Company by virtue of its shareholding. As
indicated in note 17, the Government must purchase
150,000MT of sugar but can buy additional amounts
over and above this quota. During the year the
Government purchased 150,206 MT with a total value
of SD thousand 18,015,557 £2003 - 206,179 MT with a
total value of SD tholusand 30,991,955). As at 30
Septemnber 2004 the amounts were fully paid.

[As at 30 September 2003 the Government owed

the Company 5D thousand 5,270,059 for these

sugar purchases).

KETS |
Kenana Engineering and Technical Services
Company [KETS) {refer to note 6] is a related
party by virtue of Kenana Sugar Company
Limited’s shareholding.

White Nile Sugar Company (WNSC)

The WNSC is a related party through KETS, which
was awarded the management responsibility for the
WNSC project during the year. KETS sold services
valued at SD 578 million during the year and had, as
at 30 September 2004, an amount due from WNSC of
SD 414 miltion {2003: SD 86 million).

Kenana Friesland Dairy

Kenana Friesland Dairy [KFD} is a related party by
virtue of being a joint venture in which the Company
has a 37% interest. During the year, Kenana Sugar
Company Limited sold goods to KFD amounting to
SD thousand 120,685. At 30 September 2004,
Kenana Sugar Company had an amount due from
KFD totalling SD thousand 567,555.




Report of the Auditors

To the Shareholders of Kenana Sugar Company Limited

»

We have audited the accompanying balance sheet of the Kenana Sugar Company Limited as of 30 September 2004, and the related
statements of income, cash flows and changes in shareholders’ equity for the year then ended. These financial statements, set out on pages
17 to 27, are the responsibility of the Company's management and are prepared in conformity with the Company’s Artictes of Association.
Our responsibility is to express an opinion on these financial statements based on our audit. This opinion has been prepared for and only for
the company’s members and for no other purpose, We do not, in giving this opinion, accept or assume responsibility to any other person to
whom this repert is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

We conducted our audit in accordance with International Standards on Auditing. Those Standards require that we plan and perform the audit
to obtain reasonable assurance about whether the tinancial statements are tree of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overatl financial statement presentation. We
believe that cur audit provides a reasonable basis for our opinion. :

In our opinion, the financial statements give a true and fair view of the financial position of the Company as of 30 September 2004, and of the
result of its operations and its cash flows for the year then ended in accordance with International Accounting Standards.

We draw attentfon to Note [17) in the financial statements. Settlement of Export Credit Loans, repayments of which have been suspended,
amount to 50 20.5 billion, are to be re~-negotiated. When completed, adjustment may be required to their carrying values. The Directors
expect the Group will be able to finance rescheduled repayments. Consequently these financial statements have been prepared en a going
concern basis. Qur opinion above is not qualified in this respect.

Qﬁmu%uf . M. )&Kh

PricewaterhouseCoopers LLP Banaga, Gassim & Co.
Date: 21 February 2005 Date: 21 February 2005
Londen Khartoum




