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Independent auditor’s report to the Members of
Kenana Sugar Company Limited

Report on the financial statements

We have audited the accompanying financial statements of Kenana Sugar Company Linuted {“the
Company”) which compnse of the statement of financial position as at 30 September 2010 and the
related statements of comprehensive iIncome, changes in equity and cash flows for the year'then
ended, and a summary of significant accounting policies and other explanatory notes.

Management's responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements
In accordance with the International Financlal Reporting Standards. This responsibility includes
desigrning, iImplementing and maintaining internal control relevant to the preparation and fair pres-
entation of financial statements that are free from matenal misstatement, whether due to fraud or
error; selecting and applying appropriate accounting policies; and making accounting estimates
that are reasonabie in the circumstances

Auditors’ responsibility

QOur responsibility 15 to express an opinion on these financial statements based on our audit We
conducted our audit in accordance with intemational Standards on Audting. Those standards re-
quire that we comply with ethical requirements and plan and perform the audit to obtain reason-
aple assurance whether the financial statements.are free from maternal misstatement.

An audit nvolves performing procedures to obtain audit evidence about the amounts and disclo-
sures In the financial statements The procedures selected depend on the auditors’ judgerment, in-
cluding the assessment of the nsks of matenal misstatement of the financial statements, whether
due to fraud or error In making those nsk assessments, the auditor considers internal contro! rel
evant to the Cormpany’s preparation and fair presenta-
tion of the financial statements in order to design audit
procedures that are appropriate for the circumstanc-
es, but not for the purpose of expressing an opinion
on the effectiveness of the Company's internal con-
trol An audit also ncludes evaluating the appropnate-
ness of accounting policies used and the reasonable-
ness of accountng estmates made by management,
as well as evaluating the overall presentation of the fi-
nanciat statements.

We believe that the audit evidence we have obtained
is sufficient and appropnate o provide a basis for our
audit opinion.
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Opinion

In our opinion, the financial statements present fairly, in all matenal respects, the financial position of Kenana Sugar
Company Limited as of 30 September 2010 and its financial performance and its cash flows for the year then ended
in accordance with the Internabtional Financial Reporting Standards.

Doalode ~ Vancho— T Tkt Gk s
Deloitte & Touche (ME Y& Co LLC Abdel Latif, Eltayeb, Bushra & Co
Muscat, Sultanate of Oman Chartered Certified Accountants, Khartoum

14 February 2011 14 February 2011




Statement of financial position at 30 September 2010

ASSETS

Non -current assets

Property, plant and equipment
Intangible assets

Investments in subsidiaries
Investments in associates
Avaiiable-for-sale investments

Due from related party - iong term
Biological assets - livestock and forests

Total non -current assets

Current assets

Biclogical assets - growing cane
Inventories

Trade and other receivables
Held-to-maturity investments

Due from related parties

Cash on hand and bank balances

Total current assets

Total assets

EQUITY AND LIABILITIES
Capiial and reserves
Share capital

General reserve

Retained eamings

Total equity

Non - current habilities
Retirement benefit obligations
Current iabiities

Borrowings

Due to related parties
Accounts payable and accruals
Total current liabilities

Total llabilites

Total equity and liabtitties

Notes

ONnOo -~

—_ h

11
12
14
15
16

17
18

19

20
15
21

2010
SDG '000

672,197
8,073
13,030
220,682
2,003
10,394
13,284

939,663
155,079
219,550
373,289

15,383
54,162
143,685
961,148
ey

17900811

560
46,001
959,694

1,008,255
153,474
403,887

6,517
330,678
741,082
894,556

1,800,811

2009
SDG '0C0

665,512
9,115
12,870
158,647
2,000

. 13,731
861,875

166,266
182,722
119,389
16,995
61,450
15,455

562,277

1,424,152

560

42,718
956,194
999,472
158,495
112,475

10,382
143,328
266,185

424,680

1,424,152
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The financial statements on pages 3 to 38 were approved by the board of directors on 14 February 2011 and were

signed on its behalf by.

f

T
L"fj

Director

The accompanying notes form an integral part of these financial statements

Sales
Cost of sales

Gross profit

Other operating mncome
Finance income
Services and other expenses

Statement of comprehensive income
for the year ended 30 September 2010

Other administration expenses
Selling and distnbut:on expenses

Finance costs

Profit before tax

Taxaton

Comprehensive profii for the year N

Dividends per share — proposed

Notes

22
23

24
25

25

26
28

29

= "'—_“1%2,*5
Director
201G 2009
SDG '00C sSDG 'C00
1,155,384 825,812
{912,255) (561,754)
243,129 264,058
121,043 85,470
1,146 228
(46,191) (41,937)
(118,121) {103,383)
(84,645) (59,702)
(52,703) {1,576)
65,658 143,158
- (12,616)
65,658 130,542
SDG 00846 SDG 0.1050
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Statement of cash flows for the year ended 30 September 2010

2010 2009
SDG '000 SDG '000
Operaling activiles
Profit before tax 65,658 143,158
. Adjustment for
Depreciation of property, plant and equipment 79,671 71,560
Amortisation of intangible assets 1,145 1,140
{Gain) / loss on disposal of property, plant and equipment (1,098) 2,035
Provision for retirement benefit obligations 5,002 16,693
Finance income recognized i profit (1,148) (228)
Finance costs recognized in profit 52,610 9,749
Fair value adjustment on biological assets 2,131 (8,929)
Operating profit before working capitat changes 203,975 235,178
Changes in working caps#tal -—_
Movement in mventones (36,828) 54,425
Movement in actual costs of biologicai assets - growing cane 11,187 (42,301)
Movemnent in actual costs of biological assefs - livestock and forests (1,684) 4,880
Increase of trade and other recesvables and cash margin deposits (350,747) (8,244)
increase of trade and other payables 187,350 62,562
Movement in related party batances {6,971) (49,422)
Cash generated from operations 6,282 259,078
. Payment of reirement benefit obligations (10,023) (14,700)
Net cash (used in) / from operating activities (3,741) 244,378
Investment activities
Purchase of property, plant and equipment (87,795) {103,123)
Purchase of intangibie gassets {103} -
Proceeds from disposal of property, plant and equipment 2,535 o021
Increase in investments in associates (62,035) (38,755)
Increase n mnvestrments in subsidianes (160) -
[ncrease n avallable-for-sale investments {3) -
Net decrease / (increase) in hetd-to-matunty investments 1,812 (6,088)
Finance mncome received 1,146 228
Net cash used i investing activities . (144,803) (147.817)
Fmancing activities .
Dividends paid . {58,875) (54,250)
Loan receipt - net N 283,370 96,954
Finance costs paid N (52,610) (9,749)
Net cash from financing activities 171,885 32,955
Net change in cash and cash equivalenis 23,341 129,516
- Cash and cash eguivalents at the beginnung of the year 2,345 (127,171)
Cash and cash equivalents at the end of the year (note 30) 25,6886 2,345

The accompanying notes form an ntegral part of these financial statements.




Notes io the financial statemenis

1. General

The Kenana Sugar Company Limited (“the Company”) is a limited liability Company registered and domiciled under
the Companies Law of the Republic of Sudan with the certfficate of registration number C/1151 dated 11 March
1975. The address of the Company’s registered office is PO Box 2632, Khartoum, the Republic of the Sudan

The Company’s principal activity 1s to grow and refine sugar cane and sell sugar and related by-products.

These financial statements are presented in Sudanese Pounds rounded to the nearest thousand (SDG '000) since
that 1s the currency of the country in wiitch majonty of the Company’s fransactions are denominated.

2. Adoption of new and revised International Financial Reporting Standards (IFRS)

2 1 Standards affecting presentation and disclosure

The following revised Standard has been adopted in the current penod in these financial statements. Details of other
Standards and Interpretations adopted but that have had no effect on the financial statements are set out In section

- 1AS 1 (as rewised in 2007) 1AS 1 {2007) has introduced terminology changes (including revised tities for the fi-
Presentation of Financial nancial statements) and changes in the format and centent of the financial state-
Statements menis. T

-

-

2 2 Standards and Interpretations adopted with no effect on the financial statements

The following new and revised Standards and Interpretations have also been adopted i these financial statements
Therr adoption has not had any significant impact on the amounts reported in these financial statements but may
affect the accounting for future transactions or amangements. -

« Improving disclosures about Financial The amendments to IFRS 7 expand the disclosures required In re-
Instruments (Amendments to IFRS 7 spect of far value measurements and liquidity rnisk.
Financial Instruments: Disclosures)

- IFRS 8 Operating Segments IFRS 8 15 a disclosure Standard that requires re-designaton of cer-
tamn entibes reportable segments based on the segments used by
the Chief Operating Decision Maker fo allocate resources and
assess performance.

» |IFRS for SMEs Small and Medium-sized This Standard 15 available immediately but the adoption has to be
Entities decided by the jurisdiction of implementation.

- Amendments to IFRS 2 Share-based The amendments clanfy the definition of vesting conditions for the
Payment purposes of IFRS 2, infroduce the concept of 'non-vesting’ condi-

tions, and clanfy the accounting treatment for cancellations.
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22 Standards and Interpretations adopted with no effect on the financial statements (continued)

* 1AS 23 {as revised in 2007) Borrowing
Costs

+ Amendments to IAS 32 Financial
Instruments. Presentation and IAS 1
Presentation of Financial Statements

» IFRIC 13 Customer Loyalty Programmes

= IFRIC 15 Agreements for the Construction
of Real Estate

- IFRIC 18 Hedges of a Net Investimentin a
Foreign Operation

+ IFRIC 18 Transfers of Assets from
Customers (adopted in advance of effective
date of transfers of assets from customers
recewved on or after 1 July 2009)

+ Improvements to IFRSs {2008)

The prnincipal change to the Standard was to ehiminate the option o
expense all borrowing costs when incurred This change has had
no impact on these financial statements because it has always
been the Companys accounting policy io capitaise borrowing
costs mcurred on quaifying assets

The revisions to |IAS 32 amend the cnitenia for debt/equity classtfica-
tion by permitting certain puttable financial instruments and instru-
ments (or components of nstruments) that :impose on an entity an
obiigation to deliver to another party a pro-rata share of the net
assets of the entity only on liquidation, to be classified as equity,
subject to specified cntena being met

The Interpretation provides guidance on how entities should ac-
count for customer loyalty programmes by allocating revenue on
sale to possible future award attached to the sale.

The Interpretation addresses how entities shoutd determine wheth-
er an agreement for the construction of real estate is within the
scope of IAS 11 Construction Contracts or IAS 18 Revenue and

when revenue from the construction of real estate should be recog-
nised

The Interpretation provides guidance on the detalled requirements
for net investment hedging for certain hedge accounting designa-
tions.

The Interpretation addresses the accounting by recipients for trans-
fers of property, piant and equipment from ‘customers’ and con-
cludes that when the item of property, plant and equipment trans-
ferred meets the definiion of an asset from the perspective of the
recipient, the reapient shoutd recognise the asset at its far value
on the date of the transfer, with the credit recognised as revenue in
acco@ance with |1AS 18 Revenue.

Amend\mgents to IFRS 5, IAS 1, IAS 16, IAS 19, IAS 20, IAS 23, IAS
27, IAS 28, 1AS 29, IAS 31, |IAS 36, IAS 38, IAS 39, IAS 40 and IAS
41 resuttng from the May and October 2008 Annual Improvements
to IFRSs majonty of which are effective for annual penods begin-
ning on or after 1 January 2008.




Notes to the financial statements
for the year ended 30 September 2010

2. Adoption of new and revised International Financial Reporting Standards (IFRS) {continued)

2 3 Standards and Interpretations in tssue not yet effective

At the date of authorisation of these financial statements, the foliowing new and revised Standards and Interpreta-
tions were In 1ssue but not yet effechive

New Standards and armendments to Standards. - -

Effective for annual periods
beginning on'or after

< IFRS 2 (revised) Share-based payment — Amendment relating to cash-settied Share-based 1 January 2010
pay ments
- Amendments to IFRS 2, IFRS 5, IFRS 8, IAS 1, IAS 7, IAS 17, |AS 36, and IAS 38 resulling

Majonty effective for annual penods be-
from Aprl 2009 Annual Improvements to IFRSs

ginning on or after 1 January 2010

« |AS 32 (revised) Financial Instruments Presentation — Amendments relating to classification of 1 February 2010

Rights issue
- IFRS 3 Business Combinations- Amendments resulting from May 2010 Annual lmprovements 1 July 2010
to IFRSs -

—
-

« IAS 27 Consolidated and Separate Financial Statements-Amendments resuttng from May 1 July 2010
2010 Annual improvements to IFRSs

» IFRIC 19 Extinguishing Financial Liabilties with Equity Instruments 1 July 2610
= IAS 1 Presentation of Financial Statements- Amendments resulting from May 2010 Annual Im- 1 January 2011
provements to [FRSs

» IAS 24 Related Party Disclosures — Amendment on disclosure requiremnents for entities that 1 January 2011
are controlled, jointly controlled or significantly influenced by a Government

+ IFRS 7 Financral Instruments Disclosures -Amendments resulting from May 2010 Annual im-

1 January 2011
provements to IFRSs nLary

+ IAS 34 Intenm Financial Reporting -Amendments resulting from May 2010 Annua!l Improve- 1 January 2011
ments to IFRSs

+ IFRIC 13 Customer Loyalty Programmes -Amendments resulting from May 2010 Annual Im- 1 January 2011

provements to IFRSs

= Amendment to IFRIC 14 IAS 19 The imif on a defined Benefit Asset, Minimum Funding Re- 1 Janvary 2011

quirement and theiwr interacton

= IFRS 7 Financial instruments- Amendments enhanaing disclosures about transfers of financial

1 July 2011
assets y
» IFRS 9 Financial Instruments- Classlification and Measurement (intended as complete replace-

ment for IAS 39 and IFRS 7) 1 January 2013

Management anticipates that the adoption of these Standards and Interpretations in future perniods will have no ma-
terial impact on the financial statements of the Company in the period of nmal application except IFRS 9. The man-
agement 1s currently assessing this standard which may have an impact on the financial statements.
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3. Summary of significant accounting policies

Statement of compliance

The financial staternents have been prepared in accordance with International Financial Reporting Standards
(“IFRS") issued by the International Accounting Standards Board (“LASB") and interpretations 1ssued by the Intema-
tional Financial Reporting Interpretations Committee (*IFRIC”) The Company also prepares consolidated financial
statements available for shareholders as required by 1AS 27 on consolidated and separate financial statements

Basis of preparation

The financial statements are prepared under the historical cost convention as modified by the revaluation of cer-
iain assets.

The following accounting policies have been consistenily applied in deahng with tems considered maternal to the
Company's financial statements

Property, plant and equipment
All property, plant and equipment are recorded at histoncal cost less accumulated depreciation and any accumu-
lated impairment losses, except those heid at 30 Septernber 2000 when the historical cost was modified by a re-

statement of financial statements as per IAS 29 -Financial Reporting 1n Hyperinflabonary Economies

Borrowing costs directly attributable to the construction of property, plant and equpment are capitalised as part of
the cost of those assets.

Depreciation 1s provided agamst ail property, plant and equipment, except for freehold land, at rates calculated to
aliocate the cost, less estimnated residual value, over its expected useful Ife.

The estimated usefu! lives of the assets for the calculation of depreciation are as follows- ‘




Notes to the financial statements
for the year ended 30 September 2010

Years
Permanent bulldings and infrastructure 25
Cther bulldings, machinery, pumps, appliances and fumiure and fittngs 12
Agnecultural and other equipment 5
Vehicies and other assets 4

The annual depreciation on the revaluabon surpius element of property, plant and equipment is transferred from the
revaluation surplus to retamned earnings

Gams and losses on disposal of properly, plant and equipment are determined by reference to thew carrying

amounts and are taken into account in determining operating profit Cn disposal of revalued assets, amounts in the
revaluation surplus relating to that asset are transferred to retained earnings.

3. Summary of significant accounting policies (continued)
Property, ptant and equipment (continued)

The carrying values of property, plant and equipment are reviewed annually and adjusted:for imparment where it Is
considered necessary ,'/ -

Capital work-In-progress

Capital work in progress 15 stated at cost less any impairment losses. When commussioned, capital work in progress

1s transferred to the appropriate property, plant and equipment category and depreciated in accordance with depre-
ciation policies

Intangible assets

Intangible assets compnse of computer software costs which are stated at cost less accumulated amortisation and

any impairment losses Amortisation 1s calculated to write off the cost of cornputer sofiware on a straight line basis
over iis eshimated useful Iife of 10 years

Impairment of tangible and intangible assets

At each reporting date, the Company reviews the carmying amounts of its tangible and ntangible assets {or cash-
generahng unis) to determine whether there I1s any indication that those assets have suffered an impairment toss

if any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impasment ioss (if any)

The loss ansing on an impairment of an asset is detenmined as the difference between the recoverable amount and
the camrying amount of the asset and 1s recognized immediately in the profit or loss.

Where an imparrment loss subsequentiy reverses, the camying amount of the asset is ncreased to the revised est-
mate of iis recoverable amount and the mcrease 1s recognized as income immediately, provided that the increased

carrying amount does not exceed the carrying amount that would have been determined had no impairment loss
been recognized earlier.
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Financial instruments

Financial assets and financial labilities are recognised in the Company’s statement of financial positton when the
Company becomes a party to the contractual provisions of the instrument.

(n Fmnancial assets

The Company classifies #ts financial assets into the following categones: loans and receivables, held-to-matunty in-

vestments; and avarable-for-sale assets Management determines the appropnate classification of its investments
at inthal recogrution

3. Summary of significant accounting policies (continued)
Financial instruments {continued)
(0 Financial assets (continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted

in an active market They arise when the Company provides money, goods or services directly to a debtor with no
intention of trading the recevable.

Held-to-maturity

Held-to-matunty investments are non-denvative financial assets with fixed or determinable payments and fixed ma-
turities that management has the positive intention and ability to hold to matunty Where a sale occurs other than

an nsignificani amount of held-to-matunty assets, the entire category would be tainted and classified as available-
for-sale

Available-for-sale financial assets

This category represents financial assets that are not loans and receivables or financial assets held-to-matunty
Financial assets are intially recognised at fair value plus transaction costs Financial assets are derecognised
when fhe rights to receive cash flows from the financial assets have expired or where the Company has trans-
ferred substanbally all nsks and rewards of ownership.

Available-for-sale investments are initially recognised at cost, which includes transaction costs, and are, n gen-
eral, subsequently camed at fair value. Avallable-for-sale equity investments that do not have a quoted market
price in an active market, and for which other methods of reasonably estimating fair value are inappropnate, are
measured at cost, as reduced by atlowances for estimated ymparment. Loans and receivables and held-to-matun-
ty investmenis are carried at amortised cost using the*effectve interest method. Gains and losses arising from
changes in the fair value of available-for-sale financial assets are recognised directly in equity, until the financial
asset i1s derecognised or imparred, at which ime the cumuilative gain or loss previously recognised in equity IS rec-
ognised in the profit or loss \\\

Cash and cash equivalents

For the purpose of the cash flows statement, cash equivalents include short term iquid investments which are
readily convertible to known amounts of cash and which were within three months to maturity when acquired, less
advances from banks repayable within three months from the date of the advance.




Notes to the financial statements
for the year ended 30 September 2010

3. Summary of significant accounting policies (continued)
Financial instruments (continued)
() Fmnancial assets (continued)

Trade recevables

Trade receivables are recogrused mitially at fair value and subsequenily measured at amortised cost.using the effec-
tive interest method, less allowance for impairment. An allowance for impairment of {rade receivables is.established -
when there 15 objective evidence that the Company will not be able to coliect all amounts due according to the ongs-
nal terms of the receivables The amount of allowance is the difference between the camying amount and the est-
mated recoverable amount.

Impairment of financial asseis

The Company assesses at each reporting date whether there ts objective evidence that a financial asset or a group
of financial assets 1s impared A financial asset or g group of financial assets 1S impaired and imparment losses are
incurred if, and only if, there 1s objective evidence of impairment as a result of one or more events that occurred after
the snitial recognition of the asset (a ‘loss event’) and that ioss event (or events) has an impact on the estimated
future cash flows of the financial asset or group of financial assets that can be rehably.-estimated.

If there 1s objective evidence that an impairment loss on loans and receivables carried at amortised cost has been in-
curred, the amount of the loss 1s measured as the difference between the asset's carrying amount and the present
value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the fi-
nancial assetl’s onginal effective mterest rate  The carrying amount of the asset s reduced through the use of an al-
lowance account and the amount of the loss 1s recognised in the statement of comprehensive income. If a loan has

a vanable interest rate, the discount rate for measuring any impairment loss 1s the current effective interest rate deter-
mined under the contract.

As a practical expedient, the Company may measure impairment on the basis of an instrument’s fair value using an
observable market price

For the purposes of a collective evaluation of imparment, financial assets are grouped on the basis of simiar credit
nsk characteristics. Those charactenstcs are relevant to the esttmation of future cash flows for groups of such

assets by bemg indicative of the debtors’ ability to pay all amounts due according to the contractual terms of the
assets being evaluated
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3. Summary of significant accounting policies (continued)
Financial instruments (continued)

() Financtal assets {continued)

Impairment of financial assets (continued)

When a receivable is known to be uncollectible, all the necessary legal procedures have been completed, and the
final loss has been determined, the receivable 1s written off against the related allowance for receivables impaiment
Subsequent recovenes of amounts previousily written off are included in the statement of comprehensive income

If, in a subsequent penod, the amount of the impawrment loss decreases and the decrease can be related objectively
o an event occurmnng after the impaimment was recognised (such as an improvement in the debtor’s credit rating),

the previcusly recognised impairment foss is reversed by adsusting the allowance account The amount of the revers-
al 1s recognmised in the profit orloss

in the case of equity investments classified as available-for-sale, a significant or prolonged decline in the far value
of the secunty below its cost is considered in determuming whether the assets are mparred  If any such evidence
exists for availlable-for-sale financial assets, the cumulative loss - measured as the difference between the acquisi-
tion cost and the current fair value, less any imparment loss on that financial asset previously recognised in profit or
loss — 15 removed from equity and recognised In the profit or [0ss. Impairment losses recognised in the statement of
comprehensive Income on equity Instruments are not reversed through the statement of comprehensive income.

() Financial iabiihies

Bank borrowings

Borrowings are recognised inthally at fair value, net of transaction costs incurred Borrowings are subsequently
stated at amortised cost; any difference between the proceeds (net of transaction costs) and the redemphon value
1s recegnised in the profit or loss over the penod of the borrowings using the effective interest method. Borrowings
are classified as current habihties unless the Company has an uncondit:onal nght to defer settlement of the liabiiity
for more than 12 months after the reporting date

Trade payables
Trade payables are current and are stated at their nominal value.

Investments In subsidianes

The investments in subsidiaries are stated at their acquisiton cost less any accumulated impairment losses




Notes to the financial statements
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3. Summary of significant accounting policies (continued)
Investments 1n asscciated companies
Investments in associated companies are carried at cost less any accumulated impairment losses

Inventory

Raw matenals, consumables, and sugar inventones are valued at the lower of cost and net realisable value. Cost "~

15 determined using the weighted average method Costs represent the expenses wncurred in bnnging each prod-
uct to its present locaton and condtion as follows:

Raw materials and consumables Purchase cost on a weighted average basis.

Sugar and by-products Cost of direct matenals and labour plus over
heads based on a narmal levet of actiity .

Net reahisable value represents the estimated selling price less all estimated costs to be incurred in marketing, sell-
ing and distnbution

Biological assets
Growing cane

Buological assets (cane plantations} and agricultural produce (harvested cane) are stated at their fair values less
estimated point-of-sale costs.

The fair value of growing cane 15 detenmuned based on the present value of expected net cash fiows which is
based on the esbmated sucrose content at 30 September valued at the estimated sucrose price for the following
season, less the estimated costs for harvesting and transport The estimated sucrose content requires manage-
ment to assess the expected cane and sucrose vields for the following season considenng weather conditions and
harvesting programs in assessing the estmated sucrose price, management is required to assess into which mar-
kets the forthcoming crop will be sold and assess domestic and export pnces as well as the related foreign cur-
rency exchange rates

Immature growing cane Is valued at cost as cost approximates fair value because little biological transformation
has taken place since initial cost incurrence

Livestock

Livestock are measured at theyr far value less estimated point-of-sale costs, fair value being determined upon the
age and size of the anmnals and market price Market price is determned on the basis that the animal 1s sold to be
staughtered Livestock held for sale are classHied as consurnable biological assets
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3. Summary of significant accounting policies {continued)
Biological assets (continued)

Forests

Forests have been stated at their farr value less estimated point-of-sale costs.

The fair values of the forest plantabons are determined based on the prices existing in the market. The cost of re-
planting, infiting and upkeep are recognised as an expense In the statement of comprehensive income.

Retirement benefit obligation

The Company provides for amounts payable under the Company’s end of service benefits schemes applicable to
employees’ accumulated perods of service at the reporting date. The Company also provides for the statutory end
of service benefits as required by the Labour Act 1997 and amended 1n March 2005 The Company has no legal
obhgation to pay further contributions, aithough, its current practice Is to increase the historical amounis payabie at
rates of pay of employee’s increase

The end of service benefits schemes are currently accounted for as defined contnbution schemes in line with past
custom and practice Contnbutions to the schemes are recognised as an expense as employees eam end of serv-
ice benefits dunng their service lives with the Company In addition, the impact of increases in rates of pay is recog-

nised as they occur.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of a qualfying asset are
capitalised as part of the cost of that asset Other borrowing costs are recognised as an expense in the pernod In
which they are incurmred

Dividends payable

In the Company’s books of account, dividends distnbuted to the Company’s shareholders are recognised as a I
ability in the period i which the dividends are approved by the Company’s shareholders.

Revenue recognition
Revenue compnses the fair value of the considerafion received or recewvable for the sale of goods and services in

the ordinary course of the Company’s activities. Revenue is shown net of value-added tax, returmns, rebates and
discounts.

The Company recognises revenue when the amount of revenue can be reliably measured, it is probable that
future economic benefits will flow to the entity and when specific critena have been met for each of the Company’s
activities as described below. The amount of revenue 1s not considered to be reliably measurable until all contin-
gencies relating to the sale have been resolved. The Company bases its estirnates on histoncal results, taking into
consideration the type of customer, the type of transaction and.the specifics of each arrangement
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3. Summary of significant accounting policies {continued)
Revenue recognition {continued)

(1) Sale of goods
Revenue from sale of goods is recognised when significant nisks and rewards of ownership of the goods are trans-
ferred to the buyer

(1) Interest Income
Interest income 1s accrued gn tme basis.

{1z} Dvidend Income
Dividend income 1s recogrused when the night to receive payment 1s established

{(iv) Long term contracts for the provision of services

Revenue associated with long term contracts 1s recognised by reference to the stage of completion of the transaction
at the reporting date  The condiions required for this treatment are that the stage of completion of the transaction,
the costs incurred at the reporting date and the costs to complete the transachon can be measured reliably

Research costs

All costs relating to research are expensed — as an operating expense - dunng the period in which they are mcurred

Taxaton

In late 1999, the Company agreed with the Minister of Finance, on behaif of the Government of Republic of the
Sudan to forfer/give up the frade receivable due at that time from-the Government in exchange for treating all busi-
ness profit taxes that would have become payable by the Company for the ten year penod ending 30 September
2011 as having been settied

Dunng the ten year period of the agreement, which commenced on 1st October 2001, the tax prepayment is amor-
tised to the statement of comprehensive income at amounts equivalent to the tax that would otherwise have been
payable on annual taxable profit. The amount at each reporting date to be camed forward as a prepayment against
future taxable profits 15 re-assessed annually and any adjustment required (¢f any) IS charged to the statement of
comprehensive income m that year

3. Summary of significant accounting policies (continued)

Foreign currency transactions

The Company mainiains its accounts in Sudanese Pounds (SDG), which is the functional currency of these financial
statements. The rate of exchange of the Sudanese Pounds to the US Dollar at the reporting date was Sudanese
Pounds 2 370 (2009 - Sudanese Pounds 2 355) Transactions in foreign currencies are transiated to the Sudanese
Pounds at the rates of exchange issued by the Bank of Sudan at the beginning of each quarter in which they occur.
Menetary assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling at
the reporting date Ali realised and unrealised exchange differences are recognised in the profit or loss
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Provisions

Provisions are recogrused when the Company has a present legal or constructive obligation as a result of past

events, where it 1S probable that an outflow will be required to settle the obligation, and a reliable estimate of the
amount of the obligation can be made

4. Critical accounting judgments and key sources of estimation uncertainty

In the process of applying the Company’s accounting policies, management has made judgments, estmates and
assumptions that may affect the reported amounts of assets and liabilities within the next financial penod. Esh-
mates and judgments are continually evaluated and are based on historical expenence and other factors including

expectations of future events that are believed to be reasonable under the circumstances These are dealt with
below:

(v Critical judgments in applying the Company’s accounting policies

The Company makes estimates and assumptons concemning the future. The resulting accounting estmates will,
by definition, seidom equal the related actual results The estimates and assumptions that have a significant risk of
causing a matenal adjustment to the camying amounts of assets and liabilities within the next financial year are dis-
cussed below.

Recoverability of investment in Kenana Friestand Dairy Limited (*KFD")

The Company's investment in its subsidiary, KFD, 1s under restructuring. Management have assessed whether its
” investment in KFD has suffered any impairment. The recoverable amounts of cash-generating units of KFD have

been determined based on value-in-use calculabons These calcuiations require the use of estimates.

- Recoverability of mvestment in the White Nile Sugar Company Limited (“"WNSC”)
The Company has invested in WNSC an upcoming project Management have assessed whether the Company’s
nvestment in WNSC has suffered any impairment. The project 1s still in the formative stages and management es-
timates that when fully operational, the Company’s investment will be recovered This estimation 1S based on the
expected future cash flows from the project.
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4. Critical accounting judgments and key sources of estimation uncertainty
(n) Key sources of estimation uncertainty (continued)

Useful lives of property, plant and equipment

Cntical estimates are made by directors in determining the useful ives and residual values fo property, plant and
equipment based on the intended use of the assets and the economic lives of those assets. Subsequent changes in
circumstances or prospective utilsation of the assets concerned could result in the actual useful lives or.residual
values differing from Inital estimates

Biological assets

In determining the fair value of biological assets, the Company uses the present value of expected cash flows from
the asset discounted at the current market determmuned pre tax rate The objective of a calculation of the present
value of expected net cash flows 1s to determine the fair value of a biclogical asset in its present location and condi-
ton The Company considers this in determining an approprate discount rate to be used and in estimating expected
net cash flows Management uses estimates based on histoncal data retating to yields, pnces of made tea and ex-
change rates The methodology and assumptions used for estimating both the amount and timing of future cash
fiows are reviewed to reduce any differences between estimates and actual expenence

Impairment losses -

At each reporting date, the Company reviews the carrying amounts of its tangible and intangible assets to determine
whether there 1s any indication that those assets have suffered an impairment loss  If any such indication exists, the
recoverable amount of the asset 1s estimated in order to determine the extent of the imparment loss. Where 1115 not
possible to estimate the recoverable amount of an individual asset, the Company estimates the recoverable amount
of the cash generating urit to which the asset belongs Any impainment losses are recognised as an expense immedi-
ately. Where an impairment loss subsequently reverses, the carrying amount of the assetis increased to the revised
estimate of its recoverable amount A reversal of an impairment loss, other than that ansing from goodwill, 1s recog-
nised as inceme immediately.
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ANNUAL REPORT AND ACCOUNTS

FOR THE YEAR ENDED
30 SEPTEMBER 2010

Notes to the financial statements
for the year ended 30 September 2010

6. Intangible assets

Computer software
2010 2009
sSDG'000 SDG'000
Cost
At 1 October 11,395 11,395
Addsons during the year 103 -
At 30 September 11,498 11,395
Amortisation
At 1 October 2,280 1,140
Charge far the year 1,145 1,140
At 30 September 3,425 2,280
Carrying value
3 At 30 September 8,073 9,115
7. Investments in subsidiaries
At cost:
Kenana Engineenng and Technical Services Limited 2,475 2,475
Kenana Friestand Dairy Limited 10,139 10,138
Kenana Sugar Free Zone Company Limited 256 256
Kenana Integrated Agncultural Solution 160 -
13,030 12,870
» ~
Percentage Country of Pnncipal activity
Company \ho]’dmg incorporation Provision of technical .and
Kenana Engineening and Technical Services Limited \}\\99% Sudan engineenng services
. Kenana Fnesland Dairy Limited 83% Sudan Manurfghi;::: ::gymp;é%‘:‘ts
Kenana Sugar Free Zone Company _Limnted 80% UAE —Dubai pmvg__.mn of techrical ang
Kenana Integrated Agrnicuitural Solution 80% Sudan

agricultural services

The mvestments m subsidiaries are at cost and were not impaired as at reporting date.
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8. Investments in associates

2010 2008
SDG'000 SDG'000
White Nile Sugar Company Limited ("WNSC") 218,685 158,647
Mashkoor Sugar Company (*MSC”) 1,395 -
Mahaseel Fund Management Company (*MFMC”) 602 .- -
Investments in associates 220,682 158,647
The movement dunng the year was as follows*
At 1 October 158,647 118,892
Acquired durng the year in WNSC 60,038 39,755
Acguired dunng the year MSC 1,385 -
Acquired dunng the MFMC 602 -
At 30 September 220,682 158,647
,’/"”‘-ﬁ’.—
e

The mvestments n associates are at cost and were not imparired as atthe reporing penod.

White Nile Sugar Company Limited

Kenana Sugar Company Limited owned 30% of the total equity of WNSC as at 30 September 2010. During the year,
the WNSC 1ssued additional capttal to existing shareholders and the Government, consequently, the Company has
acquired additional shares at a cost of SDG 60,038,000 As a result of additional issuance of the shares, ownership
of the Company has decreased from 33% to 30%.

WNSC 1s a private imited liability company registered and incorporated in Khartoum i Aprii 1999. WNSC's farms
and factory located at White Nile State, are under construction and it 1s expected to commence operations in Novem-
ber 2011

Mashkoor Sugar Company

Kenana Sugar Company Limited owned 26% of the total equity of MSC as at 30 September 2010
MSC 1s registered and incorporated in Khartoum and will be engaged in the manufacturing and seliing of sugar.

Mahaseel Fund Management Company

MFMC 1s a management company and Kenana Sugar Company Limited owned 30% ofthe total equity as at 30 Sep-

tember 2010 MFMC, registered and incorporated in Kharteum and 1s In the process of launching a fund in the field
of agncultural
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Notes to the financial statements
for the year ended 30 September 2010

9. Available-for-sale investments

2010 2009
SDG'000 SDG’000

Unguoted at cost
Bank of Khartoum Investment Property 2,000 2,000
Sahiroon Hospital 3 -

2,003 2,000
Bank of Khartoum investment property

This relates to the Company’s parbapation in an investment property owned by the Bank of Khartoum. Kenana
Sugar Company Limited has 200,000 shares of 10 SDG each. Kenana Sugar Company Limited owns 5 2% of the
Bank of Khartoum investment property

Durng the year income eamned from this investment amounted fo 8DG 248,000 (2008 : SDG 248,000) and has
been included under other operating income

10.Biological assets

a) Lwestock and Forests

Forests Livestock 2010 2008
SDG'000 SDG'000 SDG'000 SDG'000
At 1 October 4,463 9,268 13,731 13,405
Increases due to purchases 1,387 13,368 14,755 7.621
Decrease due to sales (2,325) {10,7486) (13,071) (12,501)
3,525 11,890 15,415 8,525
Changes i farr value 475 (2,606) (2,131) 5,206
At 30 September . 4,000 9,284 13,284 13,731
N
S

Significant assumptions made in determining the fair values of Iivestock and forests are

- The expected market price of livestock and forests wiH\rg—:'-mam constant based on the average price for the last

one year, N

+ The matunty penod of the forest 1s 5 years Immature forests;are valued at cost, and
- Mature livestock are valued at market prnice and immature livestock are valued at cost.
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10. Biological assets {continued)

b) Growing Cane

2010 2009
SDG'000 SDG'000

At 1 October 166,266 120,242
Additons at cost 161,506 150,321
Decrease due to harvest (185,561} (108,020)
142,211 162,543
Value of Nyfour cane 12,868 -
Changes 1n fair value - 3,723
At 30 September 155,079 166,266

PR

Sigruficant assumptions made in determining the fair values of biological assets an’d;agncultural produce are:

2010 2009
SDG'000 sSDG'000
Estimated yield (tons cane / feddan) 36 70 4245

- The valuation is based on ex-factory seling pnce of SDG 1,520 per MT (2009 SDG 1,400) of sugar worked back-

wards to tones of sugar produced per tone of cane 1 e. 1MT of cane produces 0 0936 MT of sugar (2002 , 0.0855
MT of sugar)

- Every cane planted will be harvested within 12-14 months. New plant will last for 6 years 1.e Plant one + ratoon
1-4, at the end of which the cane will be uprooted and the cycle goes on

- The estimated sucrose content per tonne of mature cane (pol value) at various stages of growth will be between
9% and 11% (2009 : 9% and 11%).

+ The far value nas been determined using the present value of expected net cash flows from the asset discounted
at a rate of 8.9% (2009 : 10%) which 1s the equivalent to the average bank borrowing rates as at the reporting date.
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Notes to the financial statements
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11. Inventories

Sugar

Raw sugar

Animal feed

Ethanol

Molasses

Spare parts, fuel and cothers

Inventories pledged by the Company to secure liabilities to third parties are as disclosed in note 20.

12. Trade and other receivables

Trade receivables
Allowance for impairment of receivables

Advances to suppliers

Advances to employees

Prepayments

Receiwvabies from Government - imported white and raw sugar
Other recevables

insurance claim recevable (note 24)

The movement in aliowance for impamment of rece1véble§ 1s as follows

N,
N

At 1 Qctober
Charge for the year

At 30 September

2010
SDG’000

44,808
3,642
14,986
2,956
49
153,019

219,550

2010
SDG'000

38,143
(6,493)

31,650
146,916
10,619
5,638
100,431
22,528
55,507

373,289

2010
SDG'000

6,493

6,493

200¢
SDG'000

22,254

9,448
6,978
1,108
142,934

182,722

200¢
SDG'00C

9,635

(6,493)

3,142
39,388
13,462

1,904

541
60,952

119,389

2009
SDG'000

5,640
8583

6,493
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13. Tax payment

At 1 October
Charge for the year

At 30 September

2010
SDG’000

2009
SDG'000

12,616
(12,616)

-

PN

In late 1998, the Company agreed with the Minister of Finance, on behalf of the Government of the Republic of the
Sudan to forfeit/give up the trade receivable due at that tme from the Government in exchange for treating all bust-
ness profit taxes that would have become payable by the Company for the ten year period ending 30 September

2011 as having been settled

During the ten year penod of the tax agreement the tax prepayment s being amortised to the statement of compre-
hensive mncome n ine with tax that would otherwise have been payable . Year 2009/2010 is the 8th year of the ar-
rangement. The amortisation of the tax prepayment charged to the statement of comprehensive income for the year

was il (2008 - SDG 12,616 thousand)

14. Held-to-maturity investments

Held to maturity — at amortised cost
Shahama investments

Bank of Knartoum deposits

British Arab Commercial bank deposits
El Nilein bank deposits

Shahama Investments earned interest at an average rate of 14% - 16%

-

.o

2010
8DG’000

3,383
12,000

15,383

2009
SDG’'000

3,383
10,000
3,511
101

16,995

Bank of Khartoumn deposits were being maintained as a secunty for the loan factities and the targeted expected

profit rates were 5% per annum

Brtish Arab Commercial Bank deposits were in Euro, eamed an interest of 0.70% per annum and were matured on

16 March 2010

El Nilein bank deposits eamed an interest of 10% per annum and the principal amounts were liquidated dunng the
year
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15. Related party transactions

a) Nature of related party relationships

Related parties comprise the shareholders, directors, key management personnel and business entities in which
they have the ability to control or exercise signifficant tnfluence in financial and operating decisions

The Company 1s related to

1) The Government of the Republic of Sudan by wvirtue of its shareholding;
) Kenana Engineenng and Techntcal Services Limited, 99% owned subsidiary of Kenana Sugar Company Lim-
ited,
i) Kenana Fnesland Dairy Limited, 83%, owned subsidiary of Kenana Sugar Company Limited;
Iv) Kenana Sugar Free Zone Company Limited 80% owned subsidiary of Kenana Sugar Company Limited,
v)White Nile Sugar Company (“WNSC”), 30 % (2009 : 33%) equity participation of Kenana Sugar Company Lim-
ited;

. vi} Kenana Integrated Agricultural Solution 80%,
vit) Mashkoor Sugar Company 26%,
vy Mahaseel Fund Management Company 30% and

. ix) The Board of Birectors, who have voting nghts and key management personnel.

b} Due from related parties

2010 2009
SDbG'000 SDG'000

Long term
Kenana Friestand Dairy Limuted- . 10,394 -

N —_—

Short term
Kenana Fnesland Dagy Limrted . - 11,506
Kenana Sugar Free Zone Company Limited O 7,635 5,293
Kenana Integrated Agncultural Solution A 9,113 -
White Nile Sugar Company Limited N 37,414 44 651

54,162 61,450
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15. Related party transactions ( Continued )

¢} Due to related parties

2010 2009
SDG000 SDG'000

Kenana Engineenng and Technical Services Liruted 6,517 10,382

The Company transacts with its subsidiary companies and other companies related to 1t by virtue of common
sharenolding under normal terms in the course of business

Durning the year, the following transactions were entered into with related pariies:

(d) Sales
2010 2009
SDG'000 sSDG'000
The Government of Sudan - 378,909 473,430
Kenana Friesland Darry Limited ; 1,908 2,593
White Nile Sugar Company Limited 32,542 36,333 -
Kenana Integrated Agricultural Solution 83 -
443,442 512,356
(e) Purchases / expenses/ services
Kenana Friesland Dairy Limited 40 4,199
Kenana Engineenng and Technical Services Limited 20,028 19,839
Kenana Integrated Agncuitural Solution 142 -
20,210 24,038

(i Compensaton to key management personnel

The remuneration of directors and other members of key management dunng the year was as follows:

2010 2009 N
SDG'000 SDG'000
Salaries and other benefits 7,326 6,660 -

Other emoluments and sithng fees 1,055 1,021
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Notes to the financial statements
for the year ended 30 September 2010

16. Cash on hand and bank balances

2010
SDG'000
Cash on hand 319
Cash margin deposits 06,347
Bank balances 46,519
143,685
17. Share capital
The authonsed share capital consists of 590,000,000 ordinary shares of SDG 0.001 each
Subscribed and fully paid up Capital
2010
SDG’000
560,545,000 Qrdinary shares 560

18. General reserve

2008
sSDG'000

268

15,187

15,455

2009
sSDG'Ge0

560

The shareholders have resolved to set aside a general reserve of 5% from the Company’s annual net profit This re-
serve is under the Board of Directors’ discretion, in accordance with its authones as stated in Article 115 of the

Company’s Memorandum of Association

19. Retirement benefit obligations

2010
AN SDG'000

N
At 1 October A 158,485
Proviston for the year AN 5,002
Payments made durning the year ’ (10,023)
Al 30 September 153,474

2009
SDG000

156,502
16,693
(14,700)

158,495
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20, Borrowings

2010 2009

sDG000 SDG'000

Bank overdraft 21,152 13,110
Shert term facilities 382,735 99,365

403,887 -T2 475~

The Company has obtained overdraft, short term loans and letter of credit facilities from local and foreign banks
Profit / interest 1s charged at rates ranging between 8% and 15% (2009 8% and 10%) per annum Borrowings are
secured by trust receipts 10 favour of the banks, guarantee cheques from the Company, insurance over the invento-
ries endorsed in favour of the banks, maintairung miimurm balance in the Company’s current and saving accounts
Borrowings mature within one year

21. Accounts payable and accruals

L2010 2009

.~ SDG'000 SDG'000

Trade accounts payable 201,668 18,952
Advances from customers 64,398 -
Taxes and customs duties on sales 934 3,792
Other payables 20,043 102,312
Dwidends payable 31,349 6,864
Leave pay accrual 6,406 6,922
Accrued expenses 5,880 4,488

330,878 143,328

22 Sales

Under the terms of the Sugar Sales Agreement of 1975 concluded between Kenana Sugar Company Limited and
the Government of the Republic of The Sudan, one half of the sugar production each year shall be sold to the Gov-
emment of Sudan The Company has the unrestricted nght to export the other half under guarantee of contracts
and payment shall be made through letters of credit or by cash in US dollars before delivery. The Company also has

the nght to sell part of the export quota locaily in foreign currency or in Sudanese Pounds {convertble to foreign cur-
rency)

The pnce formula for the calculation of the selling pree of sugar sold to the Government is based on the budgeted
total operating costs, finance costs and depreciation on property, plant and equipment, plus a profit margin.
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Notes to the financial statements
for the year ended 30 September 2010

22. Sales (continued)

The anaiysis of all categones of sales 1s as follows

Domestic market quota
Export quota (Government)
Export guota (cthers)
Imported white sugar
Refined sugar

Molasses

Ethanoi

Animal feed

Produce farm and forestry
Transportation, handhing and storage
White Nile Sugar Company

23. Cost of sales

Cost of cane

Harvesting and cane transportation
Factory processing

White sugar

Sales from opening stock

Imported raw sugar

Others

Depreciation on property, plant and equipment

2010
Metric tonnes SDG'Q00

150,000 228,000
98,801 150,908
20,296 22,020

225,725 485,031
57,380 87,097

7777 61,612
64,000 26,718
n/a 17,376
nfa 44 079
n/a 32,542

1,155,384

FOR THE YEAR ENDED
30 SEPTEMBER 2010

2009
Metnic tonnes  SDG'000

150,000 210,093
188,202 263,337
30,223 43,299
64,293 110,468
57,449 80,465
33,534 6,357
52

31,172 16,602

n/a 16,646
n/a 41,6877
nfa 36,816
825,812

2010 2009

SDG000 sSDG'000

179,173 142,714
40620  27.840
93,062 96,055

400,854 89,704

4,942 46,823
78,888 67,991
89,854 68,719
24,855 21,908

912,255 561,754




Notes to the financial statements
for the year ended 30 September 2010

24. Other operating income

Government reimbursement agamst imported white and raw sugar 75,976
Dividends ncome from KETS 8,910
Gain/ (loss) on disposa!l of property, plant and equipment 1,086
Investment income 1,193
Insurance claim -
Miscellaneous 33,868

121,043

2,970
(2,035)
1,843
76,264
6,428

85,470

Insurance claim relates to recovernes made in relahon to factory damages caused by fire dunng the pnor year.

25. Finance income/ (costs)

2010
. SBG'000

Income
Bank deposit income 1,146

Costs-

Borrowing costs (20,598)
Other finance charges (15,959)
Adjustment due from related parties (3,500)
Net foreign exchange (losses) / gain (12,646)
(52,703)

2009
SDG’000

228
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FOR THE YEAR ENDED
30 SEPTEMBER 2010

Notes to the financial statements
for the year ended 30 September 2010

26. Profit before tax

The profit before tax i1s arrived at after charging / (crediting)

Depreciation on property, piant and equipment {note 5) 79,671 71,560
Amortisation of intangible assets (note 6) 1,145 1,140
Directors’ remuneration 1,055 1,021
Staff costs (Note 27) 165,091 159,202
Auditors’ remuneration 567 552
Allowance for impairment of receivables (Note 12} - 853
Diwidend income from KETS (Note 24) (8,910) (2,970)
Gain / (loss) on disposal of property, plant and equipment (1,0986) 2,035

27. Staff costs

Salanes and wages 147,710 145,647
End of service graturty 9,042 6,849
National Social Insurance Fund 8,330 6,706
- 165,091 159,202
28. Taxation
(a) Taxation charge 2010 2009
SDG’000 SDG'000
Current taxation based on the adjusted profit
for the year at 10% (2009 . 10%) - 12,616
- 12,616
(b) Taxation prepayment - N N
At 1 October N - 12,616
Charge for the year - {12,618)

At 30 September - -




Notes to the financial statements
for the year ended 30 September 2010

29. Proposed dividends

Dividends proposed, but not approved or provided for in the financial statements at the end of the financial year,
are as foliows-

2010 2008
5DG'000 SDG'0c0

All shares 47,400 — 58,875

pEa—

The Board of Directors proposed a dividend for the year ended 30 September 2010 of SDG 0.0846 (2009 . SDG
0 1050 per share), amounting to a total dividend of SDG 47,400,000 (2009 : SDG 58,875,000). The proposed divi-
dend 1s subsect to the approval of the Annual General Meeting. These financial statements do not reflect this divi-
dend pavable

30. Cash and cash equivalents

Pt
Analysis of cash and cash equivalents //
2010 2009
SDG'000 SDG’000
Cash and bank palances excluding cash deposit margin 46,838 15,455
Bank overdrafts {21,152) {13,110)
25,686 2,345
31. Capital commitments
Commitments at the reporting date were.
2010 2009
SDG'000 SDG000
Authorised and contracted for 60,004 32,171
Authorised but not contracted for 63,253 62,950

123,257 85,121
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Notes to the financial statements
for the year ended 30 September 2010

32. Contingent liabilities

Letters of credit 48,322 48,291

33. Financial risk management objectives and policies

The Company’s activiies expose it to a vanety of financial risks, including credit nsk, effects of changes in foreign
currency exchange rates and interest rates The Company’s overall nisk management programme focuses on the un-
predictability of financial markets and seeks to minimise potential adverse effects on its financial performance

The Company regularly reviews its nsk management policies and systems to reflect changes in markets and emerg-
ing best practices Risk management s camed out by the managerment under the supervision of the Executive Com-
mittee and Board of Directors Management in conjunction with these committees then identifies, evaluates and ad-
dresses nisks accordingly.

The Board provides written principles for overall risk management, as well as written policies covening specific areas
such as foreign exchange risk, interest rate risk, credit risk, use of non-derivative financial instruments and investing
excess liquidity

In addttion, the Company has an independent internal audit department which reports directly to the Executive Com-
mittee This department IS responsible for the independent review of nisk management and the controi environment.

a} Credit nsk management

Credit risk refers to the nsk that counterparty will default on its contractual obligations resulting in financial loss to
the Company.

Credit nisk anses from cash and cash equivalents, deposits with banks, as well as trade and other receivables. The
Company management assesses the credit quality of each customer, taking into account its financial position, past

expenence and other factors individual nsk limits are set based on intemal or external ratings in accordance with
himits set by the Board The utiisation of credit llmi!s is regutarly monitored.

33. Financial risk management objectives and»;zo\licies {continued)

a) Credit risk management :

Classification of credit nsk bearing asseis

The table below represents the Company’s maximum exposure to credit nsk:




At 30 September 2010

Trade and other recevables
Due from related partes

Cash on and bank balances
Held-to-maturity investments

Total

At 30 September 2009

Trade and other receivables
Due from related parhies
Cash on and bank balances
Heid-to-maturity investmentis

Total

Notes to the financial statements
for the year ended 30 September 2010

Fully
performing Past due impaired Total
SDG'000 SDG'000 SDG'000 SbG'000
366,796 - 6,493 373,289
54,162 - - 54,162
143,685 - - 143,685
15,383 - - 15,383
580,026 - 6,493 586,519

. =T

Fully per-
forming Past due Impared Total
SDG'000 SDG'000 SDG000 SDG'000
112,896 - 6,493 119,389
61,450 - - 61,450
15,455 - - 15,455
16,995 - - 16,985
206,796 - 6,493 213,289

The customers under the fully performing category are paying their debts as they conthue trading The default rate

is low

The debt that 1s past due is not impaired and continues to be paid The finance department is actively following up

this debt

The debt that is impatred has been fully provided for. However, the finance department is following up on the im-
parred debt, through pursuit of the debtors, debt collectors as well as through legal action
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Notes to the financial statements
for the year ended 30 September 2010

33. Financial risk management objectives and policies (continued)

b) Market nsk management

1} Interest rate nisk

Interest rate nsk anses primanly from borrowings and cash and cash equivalents disclosed in notes 20 and 16. The
Company’s management monitors the sensitvity of reported interest rate movements on a monthly basis by assess-
ing the expected changes in the diferent portfolios

As at 30 September 2010, an mcrease/decrease of 3 percentage points on interest rates would have resulted 1n an
Increase/decrease m pre-tax profit of SDG 393,000 (2009 - SDG 635,000).

() Foreign currency nisk

The Company undertakes certain transactions denominated 1n foreign currencies, mainty the US Dollar, the Euro,
Sterling Pounds, Japanese Yen and the South Afncan Rand This results in exposures to exchange rate fluctua-
tions The balances impacted in this regard are the balances due to foreign suppliers, balances due from foreign
debtors, bank balances and vanous accruals denominated in foreign currency. Exchange rate exposures are man-
aged within approved policy parameters ublising matching of assets and liabilihes

As gt 30 September 2010, an increase/decrease of 5 percentage points on exchange rates would have resulted 1n
an increase/decrease tn pre-tax profit of SDG 16,516,955 (2009 -SDG 6,375,000)

¢) Liquidity nsk management

Ligu:diy nisk 1s the nsk that the Company will, not be able to meet its financial obligations when they fall due. The
Caompany's approach to managing liquidity 1s to ensure, as far as possible, that it will always have sufficient iquidity
to meet its habiiiies when due, under both normal and stressed condifions, without iIncurring unacceptable losses
or at the nisk of damaging the Company's reputation

~

The Company ensures that it has sufficient cash on demand to meet expected operational expenses, including the
servicing of financial obligations, this excludes the potenhal impact of extreme circumstances that cannot reason-
ably be predicted. All iquidity policies and procedures are subject to review and approval by the board of directors,




Notes to the financial statements
for the year ended 30 September 2010

33. Financial risk management objectives and policies (continued)

¢) Liquidity risk management (confinued)

The table beiow provides a contractual matunty analysis of the Company's financial labilihes:

1-86 6-12 1-5

months months years Total
At 30 September 2010 SbG’000 SDG'000 sSDG'000 "SDG'000
Financial iiabilities
Account payables and accruals 165,339 165,339 - 330,678
Due to related parties - 6,517 - 6,517
Retirement benefit obligations - - 153,474 153,474
Borrowings 201,943 201,944 - 403,887
Total financial liabilities 367,282 373,800 153,474 894,556

- T
-

At 30 September 2008
Financial liabilities
Account payables and accruals 71,664 71,664 - 143,328
Pue to related parties - 10,382 - 10,382
Retirement benefits obligation - - 158,495 158,495
Borrowings 56,237 56,238 - 112,475
Total financial liabilities 127,901 138,284 158,485 424,680

d) Biological Assets - Financial Risk Management Strategies

The Company is exposed to financial nsks arising from changes in sugar prices. The Company does not anticipate
that sugar pnces wili decline significantly in the foreseeable future and, therefore, has not entered into denvative or
other contracts to manage the nsk of a dechine in sugar pnces. The Company reviews its outlook for sugar prices
regularly 1n considering the need for active financial risk management. One half of the sugar production each year

is sold to the Government of Sudan at cost, plus a profit margin

34. Fair value of assets and liabilitics

The management believes that the fair vaiues of all financial assets and liabihties of the Company approximate their
carrying amounts as stated 1 the statement of financial posthon
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for the year ended 30 September 2010

35. Capital risk management

The Company’s objectives when managing capital are:

= To match the profile of its assets and hapilibes, taking account of the risks inherent in the business;
= To mamntain financial strength to support business growth; and

= To safeguard the Company’s abiiity to continue as a going concern so that it can continue to provide adequate re-
tumns to its shareholders and value to all other stakeholders.

The Company has a number of sources of capital available to it and seeks to optimize its debt to equity structure in
order to ensure that it can consistently maximise returns to shareholders.

Capital adequacy is monitored regularly by the Company's management and quarteriy by the Board of Directors
The capttal structure of the Company consists of debt, which includes the borrowings, cash and cash equivalents
and equity attnbutable to equity holders, comprising issued capital, reserves and retained eamings.

2010 2002

’ SDG'000 SDG'000
Share capital 560 560

= General reserve 46,001 42,718
Retained earnings 959,694 958,194

Total equity 1,008,255 998,472

Total borrowings and bank overdraft 403,887 112,475

Less cash on hand and bank balances (143,68%5) (15,455)

Net debt 260,202 97,020

Total 1,266,457 1,086,492

Gearing 20.55% 8.85%
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