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CHAIRMAN’S STATEMENT

" The financial cnsis dunng 2008 broke out a year ago
* when USA real estate market went burst and spread to
the financial sector when it was swamped by subprime
mortgages turned sour A cash crunch in the banking
sectar dried up the credit market in mid-September 2008
hurting businesses and sending stock markets crashing.
This financial cnsis In fact hit the whole world and the
challenge 1s realignment. Weakening global economic
environment continues to present slowdowns and nsk
across all countnes and regions through the first and
second quarter of 2008 winessed high increases in
energy and food commodities

Sudan’s economy is exposed to the outside waorld due to high dependency on petroleum exports and
its effects on inputs, balance of payments and public revenues in addition to its effect on investment
plans from sources hit by the crisis.

Rate of inflation increased in 2008, especially in the second half of 2008 emanating from interna-
tional price nse of food and producticn — inputs commeodities in addition to exchange rate fluctua-
tions impinged on economic stability and finanoal balances. Fiscal and monetary package of
policies implemented have positive and sustained implementation outcome Robust economic perfor-
mance, GDP I1s expected to yield more than 8% growth rate in 2008 as compared to 10% n 2007
Liquidity target remamn at safer level, balance of trade deficit and foreign investment plans are
expected to continue on the average of last years' reserves.

The world sugar prices were sharply fluctuated up and down and kept under hard pressures from
non-sugar factors beside the fundamentals, the white sugar market prices trend were higher than the
raw sugar, raw sugar prices witnessed a continuous downward trend in the future markets dunng the
last quarter of crop year 1 e. in Sept 2008, two groups of factors contributed to the volatile market situ-
ation dunng crop 2007/08. The first is the world sugar high surplus  World sugar production was put
at 169 million tons — raw value - as compared to consumption of 161.75 million tons thereby leaving
a surplus of 8 75 mithon tons, another record number. The sugar surpius related to increase of the
global sugar stocks to 69.217 million tons — raw value The second factor 1s non-sugar factor includ-
ing the direct impact of the international credit crunch on the international financial markets and the
options traded by the hedge funds in sugar future markets. Another non-sugar factor 1s the interna-
fional currency exchange markets

Total produchon of white sugar in Sudan for the season 2007/08 was 736,000 MTs as compared to
741,000 MTs for 2006/07 KSC'’s share in the total production from harvested sugar cane amounted
to 392,000 MTs 1.e. 54% [n additton to KSC production from its own harvested cane, 12,000 MTs
have been refined from imported raw sugar to satisfy demand in the domestic market




The year witnessed the beginning of the transformation prograrnme in the agncuitural practices as
stipulated in the Five Year Plan  All the harvesting operations are now done mechanically which
have resuited in more economic and technical efficiencies Green harvesting which was done In a
imited area will be increased to 50% of the imgated area during the next crop  The Company will
utilize trash realized from green harvesting for co-generation and as an ingredient for the animal feed
production. An area of 4,000 feddans has been added to the existing imgated land for more cane
production and better land utilization.

The year also witnessed the beginning of the execution of the second phase of Amimal Feed Plant
which shall increase the production capacity from the existing 50,000 MTs to 100,000 MTs

The Company has signed an agreement with Production Council for the Unutilized and private
Agricultural Projects adjacent to Kenana Estate for their development and to secure uninterrupted
supply of ingredients (cane syrup or/and molasses) to the Ethanol Plant Within this, it 1s planned to
plant Sorghum an ingredient for the Animal Feed plant Total area of these projects 1s approx.
26,000 feddans.

Crop 2007/08 1s considered the base year for the launching of the Five Years Plan (2007-08 -
2011-12) which 1s executed within the transformation and consolidation programme  The year wit-
nessed the implementation of the Phase |l of the ERP AX SCM project The procurement module,
go live approach and the Stores module ~ go live approach were adopted The AX procurement
modute ts now supporting the master vendor list and supplier management, the live purchase order
creation and invoice matching process

In addition o the AX system, functionally the wider process evaluation and focus on best practice pro-
cesses have resulted In the development and implementation of improved procurement planning
and control systems The AX system for the stores is now providing real time inventory levels and
controlling the 1ssue of all materials. The go-live date for Operational Module 1s now operational and
this includes the sugar factory operation and related quality control functions.

The newly formed Strategic Planning Dept. 1s now taking full ownership of all existing and future
projects planned in the capital budget.

The Ethanol Project to produce 65 milkon litres of Ethanol per annum will be commissioned during
1st quarter of 2009

Kenana Engineenng & Technical Services Company (KETS), a fully owned subsidiary of Kenana,
was founded in 1986 to provide the ultmate gateway to a rich inside knowledge and expertise of
sugar business processes and the related technological information KETS I1s now deeply involved
in the implementation of the White Nile Sugar Project which is a multinational venture in Central
Sudan to produce 450,000 M T. of sugar per annum plus various by-products including Ethanol,
Animal Feed etc.




 ENDES

The range of services now rendered by KETS include projects in the local and regional markets.
Regional projects undertaken by KETS were spread in the regions such as Nigeria, Ethiopia and
Kenya KETS i1s now involved in the implementation of Grand Sugar Plan in Sudan with a total infra-
structure cost of around USD 17 billion.

Kenana Fnesland Dairy (KFD), one of KSC subsidianes which 1s producing variety of dairy products
IS now undergoing basic re-structuning to transform it into a profitable company The restructuring is
to strengthen KSC management control and to bring a new strategic professional shareholder

In light of the varous challenges being faced locally and globally, the credit for the satisfactory resulis
achieved should go to the dedicated management team and workforce for their concerted efforts,
unhimited support of the Shareholders and the Government of the Republic of the Sudan, Directors
of the Board of Directors and Members of the Executive Committee of the Board

The efforts are in full swing to continue execution of the Five Years Plan in order to achieve the target
production and transformation plans

Dr Galal Yousef El Digair
16 Feb 2009
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DIRECTORS’ REPORT

The members of the Board of Directors submit their report with the audited Annual Report &
Accounts for the year ended 30th September 2008

1. Assessment of the 2007-08 Crop Season

Kenana completed its 29th sugar crop season for the financial year 2007/08 on 07 May 2008.
Production, other than sugar, has continued in Animal feed, Produce Farm and Kenana Engineering
and Manufacturing Units up to the end of the financial year end in September 2008. The Ethanol
Project construction has continued, aimed at starting commercial production early 2009 as
planned

2. Sugar Unit

Cane production, Cane Harvesting and Transport, Fleet Management and the Sugar Factory have
been grouped In one body, namely Sugar Business Unit as part of the company’s restructuring pro-
gramme In the first year (2007/08) of the Five Year Plan (2007-2012).

2.1 Cane Production

Several developments were implemented during the crop season which has raised cane production
to 3,787,120 M.Ts, achieving 97.1% of the targeted level. Cane production per one feddan (TCF) of
48 4 M Ts represents 2 5% increase over last year’s productivity (47 2MTs)

2.2Mechanical Harvest

Cane harvesting in all previous seasons was a mix of 60% Mechanical and 40% Manual. This crop
season, the mechanical harvest raised to 100% aimed to reduce costs. Success of this decision
was reflected in increasing harvesters' efficiencies and reductions n the time factor between har-
vesting and delivery of the cane to the factory

2.3Cane Transport

Number of cane transport fleet was reduced and load per truck was increased which contributed sig-
nificantly in costs reductions

2.4Sugar Factory

« The daily average crushing rate = 21,586 MTs (96% of target)

- Average sucrose recovery = 10.33%

« Total sugar produced amounted to 391,121 MTs which represents 94.4% of the planned produc-
tion The drop Is due to harvest mechanical problems during the first week of the crop season and

the negative chmatic conditions added to the early start of rains in April 2008 which stopped factory
crushing operations for several days




2.5Fleet Management

The newly structured Fleet Management Unit aims to improve the
Company’s mobile equipment utilization by Company business units and
support services departments Significant savings were witnessed in fuel
consumption, spare parts and payroll

3. Animal Feed

Animal Feed Unit started production towards the end of year 2007 target-
ing production of 44,200 MTs of different types of animal feed. Total
actual produchon achieved up to September 2008 amounted to 24,365
MTs (55% of the budgeted plan target) which was due to shortage of pro-
duction inputs in the local market and severe fluctuations in its prices

4, Produce Farm

The modernmisation plan implemented and the administrative restructur-
ing of the Produce Farm Business Unit has increased production level
and improved production efficiencies to meet budgeted plans.

5. Kenana Engineering & Manufacturing Unit (KEM)

KEM has executed several jobs for the Company's business units during
the financial year 2007/08, of special mention is its significant participa-
tion 1n the fabnication works of the Ethanol Project. KEM has also
executed and delivered several contracts for outside clients such as main-
tenance of Water Treatment Plants and manufacture of Agnicultural imple-
ments.

6. Sales & Marketing

The combination of increase of inflation in the national econemy and increase of sugar stocks due to
sugar imports has slackened iocal market sugar sales. It i1s worth mentioning that the Council of
Ministers in its session held on 06 March 2008 on Kenana Site, has 1ssued a decree suspending all
sugar imports.

The Company has exported 27,282 MTs of raw sugar to EU markets, specifically to Portugal, dunng
this year.

10
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7. Financial Indicators

« The sales volume reached SDG 720 0 mullion which represents a 10 % increase over the last year.
+ Gross profit Increased to SDG 351 9 million which represents 44% increase over last year

« Net Profit for the year, before Tax Prepayment deduction, amounted to SDG 118.2 million which
represents 78 % increase over the last year.

« Non Current assets increased shghtly by 14% while current assets increased by 3 % over the last
year

« Non current habilities decreased by 22% compared to last year

« Current habilities Increased by 30% compared to the last year

8. General Remarks

« Plans for the new crop season 2008/09 were completed They include 4,000 feddans for cane culti-
vation using Company’'s own resources, aimed to increase cane production Moreover, manual
cane planting was replaced by mechanical planting Green harvest of cane s fully implemented to
make use of cane toppings and trash for Energy and Animal Feed production

« Plans for Factory and Fleet Management operational efficiencies were completed.

- All next Crop Season operational inputs which include packing matenals, fertilizers and chemicals
were availed.

+ Crop Season 2008/09 has started as planned on 15 November 2008

- Industnal relattons were good, similar to last year

9. Forecast

. The area for harvest for Crop Season 2008/09 planned to be 82,000 feddans to produce 3.936
million MTs of cane

» Sugar production planned to be 413,000 MTs.
- Ethanol Project planned to be commissioned early 2009 to produce 53 miliion litres of Ethanoi.

10 Share Capital Funding

The authorised share capital amounts to SDG 590,000 and the paid-up capital amounts to SDG
560,550 (before adjusting for inflatton) Share capital I1s held in the following percentages as at 30th
September 2008:




Government of the Republic of Sudan

Kuwait Investment Authorty

Government of the Kingdom of Saudi Arabia

The Arab Investment Company

Industnal Development Bank

The Arab Authority for Agncultural iInvestment & Development

Consortium of Sudanese Commercial Banks

Sojitz Corporation
Gulf Fishenes Company

TOTAL
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The names of members of the present Board of Directors are shown on page 2 of this Report.

Consortum of Sudanese
Commerciat Banks
447%

The Arab Authonty
for Agricultural Investment
& Development
558

»
Industnal
Development
Bank

569%

The Arab
Investment
Company
699%

Govemnment of

the Kingdom of
Sudi Arabia
1097
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Sojits Corporation
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The directors are responsible for the preparation and fair presentation of these financial statements
In accordance with International Financial Reporting Standards  This responsibihity includes. design-
ing, 1mplementing and maintaning internal controls relevant to the preparation and fair presentation
of financial statements that are free from matenal misstatement, whether due to fraud or error, select-

ing and applying appropnate accounting policies, and making accounting estimates that are reason-
able in the crcumstances.

The directors accept responsibitity for the annual financial statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent judgments and esh-
mates, in conformity with international Financiai Reporting Standards. The directors are of the
opinion that the financial statements give a true and fair view of the state of the financiatl affairs of the
company and of its operating results The directors further accept responsibility for the maintenance
of accounting records which may be relied upon in the preparation of financial statements, as well as
adequate systems of internal financial control

Nothing has come to the attention of the directors to indicate that the company will not remain a
going concern for at least the next twelve months from the date of this statement.

I
M E. Dr. Galdf ¥ousef Eldigair Mr. Fawzi Abdel Hameed Al-Manie
DIRECTOR DIRECTOR

16 Feb. 2009




INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
KENANA SUGAR COMPANY LIMITED

We have audited the accompanying separate financial statements of Kenana Sugar Company
Limited, set out on pages 10 to 45 which compnise the balance sheet as at 30 September 2008, and
the income statement, statement of changes in equity and cash flow statement for the year then
.ended, and a summary of significant accounting policies and other explanatory notes

Direciors’ Responsibility for the Financial Statements

The directors are responsible for the preparation and faur presentation of these financial statements
in accordance with International Financial Reporting Standards This responsibility includes: design-
ing, implementing and maintaining internal controls relevant to the preparation and fair presentation
of financial statements that are free from matenal misstatement, whether due to fraud or error, select-
ing and applying appropnate accounting policies, and making accounting estmates that are reason-
.able in the circumstances

Auditors’ Responsibility

Our responsibility Is 1o express an opmion on these financial statements based on our audit. We con-
ducted our audit in accordance with Internatlonal Standards on Auditing Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assur-
ance whether the financial statements are free from matenal misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements The procedures selected depend on our judgement, inciuding the assess-
ment of the risks of maternial misstatement of the financial statements, whether due to fraud or error.
In making those nsk assessments, we considered the intermal controls relevant to the company'’s
preparation and fair presentation of the financial statements in order to design audit procedures that
were appropriate In the circumstances, but not for the purpose of expressing an opinion on the
company’s internal controls. An audit also includes evaluating the appropnateness of accounting
policies used and the reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtamned 1s sufficient and appropnate to provide a basis
far our audit opinion.

%
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Opinion

In our opinion, the accompanying financial statements give a true and farr view of the state of finan-
cial affairs of the company as at 30 September 2008 and of its profit and cash flows for the year then
ended in accordance with International Financial Reporting Standards

Emphasis of matter

Without qualifying our opimion we draw attention to note 28 (1) to the financial statements on Export
Credit Loans amounting to SDG 199,979,000 adjusted for exchange movements The repayment of
the loans has been suspended awaiting concluston of negotiations on loan repayments with the
lenders. When negotiations are completed, adjustments may be required to restate loans carrying
amount to the figure finally agreed with the lenders

ol Mo~ Tomcho— PINT T ey s
Deloitte & Touche Abdel Latif, Etayeb, Bushra & Co
Certified Public Accountants (Kenya) Chartered Certified Accountants
16 Feb 2009 16 Feb 2009

Nairobi Khartoum




KENANA SUGAR COMPANY LIMITED

INCOME STATEMENT

FOR THE YEAR ENDED 30 SEPTEMBER 2008

SALES

COST OF SALES

GROSS PROFIT

OTHER OPERATING INCOME

SERVICES AND OTHER EXPENSES
OTHER ADMINISTRATION EXPENSES
SELLING AND DISTRIBUTION EXPENSES

NET FINANCE COSTS

PROFIT BEFORE TAX
TAXATION

PROFIT FOR THE YEAR

DIVIDENDS PER SHARE - PROPOSED

16

Note

10

2008
SDG '000

720,099

(368,171)

351,928
8,837
(47,581)
(101,670)
(59,364)

(33,859)

118,281

(13,463)

104,828

SDG 0.0967

2007
SDG '000
652,393

(408,658)

243,735

3,124
(38,815)
(71,279)
(55,291)

(15,068)

66,406

(24,022)

42,384

SDG 00905
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KENANA SUGAR COMPANY LIMITED
BALANCE SHEET
30 SEPTEMBER 2008
2008
Note SDG '000
ASSETS
None -cuirent Assets
Property, plant and equipment 11 636,905
intangible assets 12 10,255
Investments In subsidiaties 13 12,870
fnvestment in associate 14 118,892
Other equity nvestments 15 2,000
Tax Prepayment 16 -
Biological assets - livestock and forests  19(a) 13,405
794,327
Current assets
Inventories 17 237,147
Trade and other receivable 18 113,145
Biological assets - growing cane 19(b) 120,242
Tax Prepayment 16 12,616
Fixed deposits 20 10,907
Due from related parties 22 8,851
Cash on hand and bank balances 22 43,118
546,026
Toial assets 1,340,353
EQUITY AND LIABILITIES
Capital and reserves
Share capitai 23 1,837,469
General reserve 24 35,326
Exchange differences reserve 25 -
Revaluation Reserve 26 (1,814,792)
Retained eamings 660,858
Total equity 718,861
Non - current labiiities
Retirement benefit obligations 27 166,502
Borrowings 28 -
Deferred tax habilities 29 4,340

160,842

2007
SDG '000

597,341
12,870

61,962
13,079
15,035

700,287

248,055
96,830
103,469
13,000
2,585
7,141
54,524

525,604

1,225,891

1,837,469
30,085
9,668
(1,814,316)
601,877

664,783

199,880
2,256
4,340

206,486




Current hiabilities

Borrowings

Due to related parties
Accounts payable and accruals

Total equity and liabilities

28
21
30

2008 2007
SDG'000 SDG'000
372,679 204,631
7,205 15,740
80,766 134,251
460,650 354,622
1,340,353 1,225,891

The financial statements on pages 10 to 45 were approved by the board of directors on
16 Feb 2009 and were signed on its behalf by

e

I

Director

18
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KENANA SUGAR COMPANY LIMITED

¥
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CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 SEPTEMBER 2008

OPERATING ACTIVITIES
Cash generated from operations
Interest paid

Net cash from operating activities

INVESTMENT ACTIVITIES

Purchase of property, plant and equipment

Purchase of intangible assets

Proceeds from disposal of property, plant and equipment
Increase in investment in associate

Increase i other equity investments

Increase in fixed depoists

Net cash used in investing activities
FINANCING ACTIVITIES

Dividends paid
Loan Repayments

Net cash used in financing activities

{(Decrease)/increase in cash and cash equivalents

Movement in cash and cash equivalent:
At start of the year
{Decrease)/increase in the year

At end of the year

Noies

32 (a)

32 (b)

-
LJ\F{A

" T

2008 2007
SDG '000 SDG '000
86,182 204,790
(7.665) (393)
78,517 204,397
(113,299) (104,348)
(11,395) -
4,279 -
(57,009) -
(1,920) (16,962)
(8,322) -
(187,667) (121,310)
(50,750) (42,000)
(4,3586) (12,652)
(55,106) (54,652)
(164,256) 28,435
37,085 8,650
(164,256) 28,435
(127.171) 37,085
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KENANA SUGAR COMPANY LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2008

1
|
i

1. PRINCIPAL ACTIVITIES

The Company 1s a limited abiity Company registered
and domiciled under the Companies Law of the
Republic of Sudan with the certficate of registration
number C/1151 dated 11 March 1975 The address of
the Company’s registered office 1s PO Box 2632,
Khartoum, the Republic of the Sudan. The Company’s
principal activity I1s to grow and refine sugar cane and
sell sugar and related by-products

2. ACCOUNTING POLICIES

Statement of compliance

The financial statements are prepared 1n accordance
with International Financial Reporting Standards. The
principal accounting policies adopted In the preparation
of these financial statements are set out below

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

Standards and interpretations effective in the current
period

Four nterpretations 1ssued by the International
Financial Reporting Interpretatons Committee are
effective for the current period These are.

« IFRIC 12, Service Concession Arrangements
(effective 1 January 2008);

- IFRIC 13, Customer Loyalty Programmes (effective 1
January 2008);

. IFRIC 14, IAS 19 — The Limit on a Defined Benefit
Asset, Minimum Funding Requirements and their inter-
action (effective 1 January 2008)

» IFRIC 11, IFRS 2 — Group and freasury share transac-
tions’;

+ IFRIC 16, Hedges of a Net Investment in a Foreign
Operation (effective 1 October 2008)

These Interpretations have no effect on the company’s
accounting policies

New and revised standards and interpretations in 1Issue
not yet adopted

~m ; ,%'ﬁ""fi;“‘




At the date of authonisation of these financial statements, the following new and revised standards
and interpretations were In 1Issue but not yet effective

= IFRS 2 (AC 139) Share Based Payment — amendment relating to vesting conditions (effective

1 January 2009)

* IFRS 3 (AC 140) Business Combinations — comprehensive revision of applying the acquisttion
method (effective 1 July 2009)

« IFRS 5 (AC 142} — Non-current Assets Held for Sale and Discontinued Operations — amendments
from the May 2008 annual improvements to IFRS (effective 1 July 2009)

» IFRS 8 (AC 145) — Operating Segments (effective 1 January 2009)

» IAS 1 (AC 101) — Presentation of Financial Statements — comprehensive revision including requir-
ing a statement of comprehensive income (effective 1 January 2009)

« IAS 1 (AC 101) — Presentation of Financial Statements — amendments relating to disclosure of
puttable instruments and obligations arising on liguidation (effective 1 January 2009)

« lAS 1 (AC 101) — Presentation of Financial Statements — amendments resulting from May 2008
improvements to IFRSs (effective 1 January 2009)

+ 1AS 16 (AC 123) — Property, Plant and Equipment - amendments resulting from May 2008 improve-
ments to IFRSs (effective 1 January 2009)

= IAS 19 (AC 116) — Employee Benefits - - amendments resulting from May 2008 improvements to
IFRSs (effective 1 January 2009)

+ IAS 20 (AC 134) Government Grants and Disclosure of Government Assistance — Amendments
resulting from May 2008 Annual Improvements to IFRSs (effective 1 January 2009)

2. ACCOUNTING POLICIES (Continued)

New and revised standards and interpretations in issue not yet adopted (continued)

« IAS 23 (AC 114) Borrowing Costs — Comprehensive revision to prohibit immediate expensing
(effective 1 January 2009)

+ 1AS 23 (AC 114) Borrowing Costs— Amendments resuliing from May 2008 Annual Improvements
to IFRSs (effective 1 January 2009)

« IAS 27 (AC 132) Consolidated and Separate Financial Statements - Consequential amendmenis
ansing from amendments to IFRS 3 (effective 1 July 2009)

- IAS 28 (AC 110) Investments in Associates - Consequential amendments ansing from amend-
ments to IFRS 3 (effective 1 July 2009)

« IAS 28 {(AC 110) Investments in Associates - Amendments resulting from May 2008 Annual
improvements to IFRSs (effective 1 January 2009)

» |1AS 29 (AC 124) Financial Reporting in Hypennflatonary Economies - Amendments resulting from
May 2008 Annual Improvements to IFRSs (effective 1 January 2009)

+ IAS 31 (AC 119) Interests in Joint Ventures- Consequential amendments ansing from amend-
ments to IFRS 3 (effective 1 July 2009)

= IAS 31 (AC 119) Interests in Joint Ventures - Amendments resulbng from May 2008 Annual
improvements to IFRSs (effective 1 January 2009)

« IAS 32 {AC 125) Financial Instruments: Presentation - Amendments relating to puttable instru-
ments and obligations ansing on quidation (effective 1 January 2009)
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- IAS 36 (AC 128) Impawrment of Assets - Amendments resultng from May 2008 Annual
Improvements to IFRSs (effective 1 January 2009)

* 1AS 38 (AC 128) intangible Assets - Amendments resulting from May 2008 Annual Improvements
to IFRSs (effective 1 January 2009)

* IAS 39 (AC 133) Financial Instruments: Recognition and Measurement - Amendments resulting
from May 2008 Annual Improvements to IFRSs (effective 1 January 2009)

* IAS 39 (AC 133) Financial Instruments Recognition and Measurement - Amendments for eligible
hedged items (effective 1 July 2009)

- IAS 40 (AC 135) Investment Property - Amendments resultng from May 2008 Annual
Improvements to IFRSs (effective 1 January 2009)

* IAS 41 (AC 137} Agniculture - Amendments resulting from May 2008 Annual Improvements to
IFRSs (effective 1 January 2009)

* IFRIC 13 (AC 446) Customer Loyalty Programmes (effective 1 July 2008)

* IFRIC 15 (AC 448) Agreements for the Construction of Real Estate (effective 1 January 2009)

* IFRC 16 (AC 449) Hedges of a Net [nvestments in a Foreign Operation (effective 1 October 2008)

The Standards, amendments to standards and Interpretations apphlicable to the company’s opera-
tions will be adopted at their effective dates.

The adoption of applicable Standards, amendments to Standards and Interpreations will not have a
material impact on the financial statements of the company 1n the period of mitial applhcation

Basis of preparation

The financial statements are prepared under the historical cost convention as modified by the revalu-
ation of certain assets




NOTES TO THE FINANCIAL STATEMENTS

2. ACCOUNTING POLICIES (Continued)
Revenue recognition

Revenue comprises the fair value of the consideration 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, returns, rebates and discounts.

The Company recognises revenue when the amount of revenue can be reliably measured, it I1s
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 s not consid-
ered to be rehiably measurable until all contingencies relating to the sale have been resolved The
Company bases its estimates on historical results, taking into consideration the type of customer, the
type of transaction and the specifics of each arrangement.

(1) Sale of goods
Revenue from sale of goods 1s recognised when significant nsks and rewards of ownership of the
goods are transferred to the buyer

(n) Interest income
Interest income Is recognised when the nght to receive payment is established.

() Dwvidend Income
Dividend income I1s recognised when the nght to receive payment s established.

(v} Long term contracts for the prowision of services

Revenue associated with long term contracts 1s recognised by reference fo the stage of completion
of the transaction at the balance sheet date. The conditions required for this treatment are that the
stage of completion of the transaction, the costs incurred at the balance sheet date and the costs to
complete the transaction can be measured rehiably.

Research costs

All costs relating to research are expensed — as an operating expense - duning the period in which
they are incurred.
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Foreign currency transiation

The Company maintains its accounts in Sudanese Pounds (SDG), which 1s the functional currency
of these financial statements. The rate of exchange of the Sudanese Pounds to the US Dollar at the
balance sheet date was Sudanese Pounds 2.156 (2007 - Sudanese Pounds 2 100). Transachtions in
foreign currencies are translated 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. Monetary assets and liabilities
denominated In foreign currencies are retranslated at the rate of exchange ruling at the balance
sheet date All differences are recognised In the income statement. Net foreign currency profits
anising each year are disclosed separately within reserves, to be offset aganst net future foreign
currency losses charged to the income statement.

inventory

raw materials, consumables, and sugar inventories are valued at the lower of cost and net realisable
value Cost is determined using the weighted average method. Costs represent the expenses
incurred n bringing each product to its present position and condition as follows:

Raw matenals & consumables - Purchase cost on a weighted average basis.
Sugar and by-products - Cost of direct matenals and labour plus overheads
based on a normat level of activity.

2. ACCOUNTING POLICIES (Continued)
Biological assets
Growing cane

Biological assets (cane plantations) and agneultural produce (harvested cane) are stated at their far
values less estimated point-of-sale costs

The fair value of growing cane is determined based on the present value of expected net cash flows
which 1s based on the estimated 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 management to assess the expected cane and sucrose yieids for the fol-
lowing season considering weather conditions and harvesting programs. In assessing the estimated
sucrose price, management is required to assess into which markets the forthcoming crop will be
sold and assess domestic and export prices as well as the related foreign currency exchange rates
The carrying value of growing cane Is disclosed In note 19(a) to the financial statements

immature growmng cane 1s valued at cost as cost approximate fair value because httie biological trans-
formation has taken place since initial cost incurrence.




Livestock

Livestock are measured at their fair value less estimated point of- sale costs, fair value being deter-
rmined upon the age and size of the animals and market price. Market price 1s determined on the
basis that the animal 1s sold to be slaughtered Livestock held for sale are classified as consumable
biwological assets.

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

The fair values of the forests plantattons are determined based on the prices existing in the market.
The cost of replanting, infilling and upkeep are recognised as an expense In the iIncome statement.

Employees’ end of service benefits

The Company provides for amounts payable under the Company’s end of service benefits schemes
applicable to employees’ accumulated penods of service at the balance sheet date. The Company
also provides for the statutory end of service benefits as required by the Labour Act 1997 and
amended in March 2005 The Company has no legal obligation to pay further contnbutions although
its current practice is to Increase the historical amounts payable as rates of pay of employees
Increase.

The end of service benefits schemes are currently accounted for as defined contnbution schemes in
line with past custom and practice Contributions to the schemes are recognised as an expense as
employees earn end of service benefits dunng their service lives with the Company. In addition, the
impact of increases In rates of pay Is recognised as they occur.

Taxation prepayment

In late 1999 the Company agreed with the Minister of Finance, on behalf of the Government of
Republic of the Sudan to forfeit/give up the trade receivable due at that tme 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 2011 as having been settled

Dunng the ten year period of the agreement, which recommenced on 1st October 2001, the tax pre-
payment s amortised to the iIncome statement at amounts equivalent to the tax that would otherwise
have been payabie on annual taxable profit The amount at each balance sheet date to be camed
forward as a prepayment against future taxable profits is re-assessed annually and any adjustment
required (iIf any) 1s credited or charged to the income statement in that year




2. ACCOUNTING POLICIES (Continued)
Property, plant and equipment

All property, plant and equipment are recorded at historical cost less accumulated depreciation and
any accumulated impairment losses, except those held at 30 September 2000 when the histoncal
cost was modified by a restatement of financial statements as per IAS 29 -Financial Reporting 1n
Hypernnflationary Econormies

Finance costs directly atinbutable to the construction of property, plant and equipment are capital-
Ised as part of the cost of those assets

Depreciation

Depreciation 1s provided against all property, plant and equipment, except for freehold land, at rates
calculated to allocate the cost, less estimated residual value, over its expected useful life
The estimated usefu! lives of the assets for the calculation of depreciation are as follows.

Permanent builldings and infrastructure 25 years
Other bulldings, machinery, pumps and fitings 12 years
Agrnicultural and other equipment 5 years
Vehicles and other assets 4 years

The annual depreciation on the revaluation surplus element of property, plant and equipment s trans-
ferred from the revaluation surplus to retained earnings.

Gains and losses on disposal of property, piant and equipment are determined by reference to their
carrying amounts and are taken into account in determuning operating profit. On disposal of
revalued assets, amounts In the revaluation surplus relating to that asset are transferred to retained
earnings

The carrying values of property, plant and equipment are reviewed annually and adjusted for impair-
ment where it 1s considered necessary.

Intangible assets

intangible assets comprise of computer software costs which are stated at cost less accumulated
amortisation and any impairment losses. Amortisation is calculated to write off the cost of computer
software on a straight line basis over its estmated useful ife of 10 years

Impairment of tangible and Intangible assets

At each balance sheet date, the group reviews the carrying amounts of its tangible assets ( or cash-
generating units ) to determine whether there i1s ant 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 impairment loss (ifany ).

The loss ansing on an impairment of an asset is determined as the difference between the recover-
able amount of the asset and 1s recognized immediately in the income statement .

Where an impairment loss subsequently reverses, the carrying amount of the asset is Increased to
the revised estimate of its recoverable amount and the increase is recognized as income immeds-
ately, provided that the increased carrying amount dose not exceed the carrying amount that would
have been determined had no impairment loss been recognized earler .




Provisions

Prowvisions are recognised when the Group 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
rehable estimate of the amount of the obligation can be made

Taxation

Income tax expenses represents the sum of the current tax payable and deferred taxation charge.

Current taxation 1s provided on the basis of the results for the year as shown in the financial state-
ments, adjusted in accordance with tax legislation

Deferred income tax is provided, using the liability method, for all temporary differences arnising
between the tax bases of assets and llabihtes and ther carrying values for financial reporting
purposes Currently enacted tax rates are used to determine deferred income tax.

Financial instruments

Financial assets and financial habilites are recognised in the Group balance sheet when the group
becomes a party to the contractual provisions of the instrument.

() Financial Assets

The Group classifies its financial assets Into the following categories: Financial assets at fair value
through profit or loss, loans and receivables; held- to- maturity investments, and available-for-sale
assets Management determines the appropriate classification of its investments at initial recognition
Financial assets at fair value through profit or loss

This category has two sub-categones: Financial assets held for trading and those designated at fair

value through profit or loss at inception. A financial asset Is classified in this category If acquired pnn-
cipally for the purpose of selling In the short term or If so designated by management.
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Loans and receivables

Loans and recevables are non-denvative financial assets with fixed or determinable payments that
are not quoted in an active market. They arise when the Group provides money, goods or services
directly to a debtor with no intention of trading the receivable.

Held to maturity

Held-to-maturity investments are non-denvatve financial assets with fixed or determinable
payments and fixed maturities that management has the positive intention and ability to hold to
matunty Where a sale occurs other than an insignificant amount of held-to-matunty assets, the
entire category would be tainted and classified as available for sale.

Avallable-for-sale financial assets

This category represents financial assets that are not (a) financial assets at fair value through profit
or loss, (b) loans and recewvables, or () financial assets held to matunty

Financial assets are initially recognised at fair value plus transaction costs for all financial assets not
carned at fair value through profit or loss Financial assets are derecognised when the nghts to
receive cash flows from the financial assets have expired or where the Group has transferred sub-
stantially all nsks and rewards of ownership.

Available-for-sale financial assets and financial assets at fair value through profit or loss are subse-
quently carned at fair value Loans and receivables and held-to-maturity investments are carried at
amortised cost using the effective interest method Gains and losses arising from changes in the fair
value of “financial assets at fair value through profit or loss” are included m the income statement in
the penod In which they anse Gains and losses arising from changes In the fair value of available-
for-sale financial assets are recognised directly m equity, untl the financial asset is derecognised or
impaired, at which time the cumuiative gain or loss previously recognised in equity i1s recognised 1n
the income statement

Cash and cash equivalents

For the purpose of the cash flow statement, cash equivalents include short term liquid investments
which are readily convertibte 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.




2. ACCOUNTING POLICIES (Continued)

Financtal instruments (Continued)
(1) Financial Assets (Continued)

Trade recelvables

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost
using the effective interest method, less provision for impairment A provision for impairment of trade
receivables 1s estabhshed when there 1s objective evidence that the Group will not be able to collect
all amounts due according to the onginal terms of the recewvahles. The amount of provision is the dif-
ference between the carrying amount and the estimated recoverable amount.

Impairment of financial assets

The group assesses at each balance sheet date whether there 1s objective evidence that a financial
asset or a group of financial assets, other than investments at fair value through profit or loss, 1s
impaired A financial asset or a group of financial assets 1s impaired and impairment losses are
ncurred if, and only If, there i1s objective evidence of impairment as a result of one or more events
that occurred after the inttial recognition of the asset (a loss event) and that loss event (or events)
has an impact on the estimated future cash flows of the financial asset or group of financial assets
that can be reliably estimated

If there 18 objective evidence that an impairment loss on loans and recewvables carried at amortised
cost has been incurred the amount of loss 1s measured as the difference between the assets
carrying amount and the present value of estimated future cash flows (excluding future credit losses
that have not been incurred) discounted at the financial assets onginal effective interest rate The
carrying amount of the asset 1s reduced through the use of an allowance account and the amount of
the loss 1s recognized in the income statement. If a loan has a vanable interest rate, the discount rate

for measuring any impairment loss 1s the current effective interest rate determined under the
contract

As a practical expedient, the group may measure impairment on the basis of an instruments fair
value using an observable market price.

For the purposes of a collective evaluation of impairment, financial assets are grouped on the basis
of similar credit nsk characteristics. Those charactenstics are relevant to the estimation of future
cash flows for groups of such assets by being indicative of the debtor’s ahility to pay all amounts due
according to the contractual terms of the assets being evaluated.

When a loan 1s known to be uncollectible, all the necessary legal procedures have been completed,
and the final loss has been determined, the loan 1s wnitten off against the related provision for loan
impairment. Such loans are written off after all the necessary procedures have been completed and
the amount of the loss has been determined Subsequent recovenes of amounts previously written
off are included in the ncome statement.

0
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If, in a subsequent period, the amount of the impairment loss decreases and decrease can be
related objectively to an event occurning after the impairment was recognized (such as an improve-
ment in the debtors credit rating), the previously recognized impairment loss 1s reversed by adjusting
the allowance account. The amount of the reversal i1s recognised in the income statement.

In the case of equity investments classified as available-for-sale, a significant or prolonged decline
in the fair value of the security below its cost I1s considered in determining whether the assets are
impaired. if any such evidence exists for avallable-for-sale financial assets, the cumulative loss —
measured as the difference between the acquisition cost and the current fair value, less any impair-
ment loss on that financial asset previously recognised in profit or ioss — is removed from equity and
recognised in the income statement Impairment losses recognized in the income statement on
equity instruments are not reversed through the income statement.

(i} Financial liabilities

Bank borrowings

Borrowings are recognised initially 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 redemption value 1s recognised in the Income statement over the period of the borrow-
ings using the effective interest method. Borrowings are classified as current habiliies unless the
group has an unconditional nght to defer settlement of the hability for more than 12 months after the
balance sheet date

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

(u) Gains and losses
Gaing or losses on revaluation of financial assets and financial habilities carried at fair value are
dealt with as follows:

« For financial assets and financial habilities classified as fair value through profit or loss, the gains
or losses are recognised through the income statement, and

» For financial assets and financial habiliies classified as available for sale, the gains or losses are
recognised directly through equity However, impairment losses and foreign exchange differences,
if any, are dealt with through the income statement.

+ For financial assets and financial habilties carried at amortised cost, gains or losses are recog-
nised in profit or loss when the financial asset or financial liability 1s derecognised or impaired, and
through the amortisation process.

Investment in subsidiaries
The investments in subsidianes are stated at thetr acquisition cost less any accumulated ampair-
ment loses

Investments in associate companies
Investments In associated companies are carned at cost less any accumulated impairment losses




Borrowing costs

Borrowing costs that are directly attributable to the acquisttion, construction or production of a qualify-
Ing asset are capitalised as part of the cost of that asset Other borrowing costs are recognised as an
expense In the period in which they are incurred.

Dividends payable
In the Company's accounts, dividends distributed to the Company’s shareholders are recognised as
a lability in the period in which the dividends are approved by the Company’s shareholders

Comparatives

Where necessary, comparative figures have been adjusted to conform to changes in the preptation in
current year

3 CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

In the process of applying the entity’s accounting policies, management has made judgments, esti-
mates and assumptions that affect the reported amounts of assets and liabiites within the next finan-
cial period. Estimates and judgments are continually evaluated and are based on histoncal
expenence and other factors including expectations of future events that are believed to be reason-
able under the circumstances. These are dealt with below-

(i) Critical judgments in applying the entity’s accounting policies

The Company makes estimates and assumptions concerning the future. The resulting accounting esti-
mates will, by definition, seldom equal! the related actual results. The estimates and assumptions that
have a significant nisk of causing a matenal adjustment to the carrying amounts of assets and habilities
within the next financial year are discussed below

Recoverability of investment in Kenana Friesland Dairy Limited (KFD)

The Company's investment in its subsidiary, KFD, 1s ramping up activities to reach full production
levels and as such 1s still in the start-up phase. Management have assessed whether its iInvestment
in KFD has suffered any impairment The recoverable amounts of cash-generating units of KFD have
been determined based on value-in-use calculations. These calculations require the use of estimates.

Recoverability of investment in the White Nile Sugar Company (“WNSC”)

The company has invested in White Nile Sugar Company Limited (WNSC) an upcoming project.
Management have assessed whether the company’s investment in WNSC has suffered any impair-
ment The project is still in the formative stages and management esimate that when fully opera-
tional, the company’s investment will be recovered. This estimation is based on the expected future
cash flows from the project.
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ii) Key sources of estimation uncertainty

Property, plant and equipment

Cntical estimates are made by directors in determining the useful lives and residual values to
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 utilisation of the assets con-
cerned could result in the actual useful lives or residual values differing from iniial estimates.

Biological assets

In determining the fair value of biological assets , the group uses the present value of expected cash-
flows from the asset discounted at the current market determined pre tax rate The objective of a cal-
culation of the present value of expected net cash flows is to determine the farr value of a biological
asset in its present location and condition The group considers this in determining an appropriate
discount rate to be used and In estimating expected net cash flows. Management uses estimates
based on historical data relating to yields, prices of made tea and exchange rates The methodology
and assumptions used for estimating both the amount and timing of future cashflows are reviewed
to reduce any differences between estmates and actual experience The significant assumptions
are set out in not 19

impairment losses

At each balance sheet 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 s estimated in order to deter-
mine the extent of the impairment loss Where 1t Is not possible to estimate the recoverable amount
of an individual asset, the company estimates the recoverable amount of the cash generating umit to
which the asset belongs. Any impairment losses are recognised as an expense immediately. Where
an impairment loss subsequently reverses, the carrying amount of the asset Is increased to the
revised estimate of its recoverable amount A reversai of an impasrment loss, other than that arising
from goodwili, 1s recognised as income immediately.

Valuation of end of service benefits
The Company applies IAS 19 to determine the accounting treatment of its end of service benefits
schemes which requires a number of judgements

The directors do not consider that there were any other critical judgement in applying the Company's
accounting policies

4 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 produc-
tion each year shall be sold to the Government of Sudan. The Company has the unrestricted right
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 locally in foreign currency or in Sudanese Pounds (convertible to foreign currency)

The price formula for the calculation of the selling price of sugar sold to the Government 1s based on
the budgeted total operating costs, finance costs and property, plant and equipment replacement
costs, plus a profit margin
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The analysis of all categories of sales Is as follows:

Domestic market quota
Export quota (Government)
Export quota (Others)
Small packages

Treacle

Refined sugar

Molasses

Animal feed

Produce farm and forestry
Transportation, handling and sterage
White Nile Sugar Company

5 OTHER OPERATING INCOME

Workshop services

Gain on disposal of property, plant and equipment

Investment iIncome
Dividends received from KETS
Miscellaneous

2008
Metric
Tonnes

150,000
239,695
30,482
204

426
33,881
107,357
37,199
n/a

n/a

n/a

2008 2007
Metric
SDG'000 Tonnes
210,093 150,000
335,722 125,100
53,174 88,828
286 20
233 518
47,455 52,557
12,593 128,669
9,802 13,969
6,647 nfa
22,494 n/a
21,600 n/a
720,099
2008 2007
SDG000  SDG'000
- 10
2,903 -
684 -
1,980 1,955
3,270 1,159
8,837 3,124

2007
SDG'000

210,093
175,218
121,637
28

291
73,132
18,003
3,393
5,750
35,924
8,924

652,393
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2008
SDG'000
6 FINANCE (COSTS)/INCOME - NET
Income.
Bank deposit iIncome 159
159
Costs
Bank borrowing costs (7.824)
Other finance charges (2,188)
Net foreign exchange losses (note 31) (24,0086)
(33,859)

2007
SDG'000

775
775

(1,168)

(14,675)

(15,068)




7 PROFIT BEFORE TAX

The profit before tax 1s arnved at after charging/(crediting)

Depreciation on property, plant and equipment (note 11)
Amortisation of intangible assets (note 12)

Directors' remuneration

Staff costs {Note 8)

Auditors’ remuneration

Bad and doubtful debts

Dividend income

(Profit) floss on disposal of property, plant and equipment

8 STAFF COSTS

Salaries and Wages
End of Service Gratuity
National Social Insurance fund

72,360 70,826
1,140 -
569 408
218,919 241,049
487 680
45 -
(1,980)  (1,955)
(2,903) 470
174,431 194,844
38,204 34,432
6,194 11,773
218,919 241,049
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9 TAXATION CHARGE

2008 2007
SDG’000 SDG’000
(a) Taxation charge
Current iaxation based on the adjusted profit
for the year at 10% (2007:30%) ( note 9 (d} ) 13,463 24,022
Deferred tax (note 29) - -
13,463 24,022
{b) Reconciliation of expected tax based on
accounting profit to taxation charge
Accounting profit before taxation 118,291 66,406
Tax at the applicable rate of 10 % {2007:30%) 11,829 19,921
Tax effect of expenses not deductible for tax purposes 7,350 21,248
Tax effect of exemption (per the Act) (5,716) (17,147)
13,463 24,022
(c) Taxation prepayment
At beginning of the year 26,079 50,101
Charge for the year (13,463) (24,022)
At end of year 12,616 26,079
Tax prepayment to be utilised withun one year (note 16 ) (12,616) (13,000)

Tax prepayment to be utilised after one year - 13,079
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(d) Tax computation
The notional tax on the Company’s profits before tax based on the country’s tax rate of 10% (2007
30%) as follows

2007

SDG'00
66,406
70,826

137,232

(25,804)
(18,011)
(10,489)

(2,854)

80,074

2008
SDG'000
Profit before tax for the year 118,291
Add depreciation and amortisationand for the year 73,500
191,791

Less Exemption (per the Act.)
Year 1 (2000) 36,863 X 70% (25,804)
Year 2 (2001) 36,022 X 50% (18,011)
Year 3 (2002) 34,964 X 30% (10,489)
Year 4 (2003) 28,538 X 10% (2,854)
Year 5 (2007) 23,982 X 0% -
134,633
@ 10% (2007 30%) 13,463

24,022

10 PROPOSED DIVIDENDS

Dividends proposed, but not approved or provided for in the financial statements at the end of the

financial year, are as follows

2008 2007

SDG'000 SDG'000

8% Cumulative, participating, convertible preference shares “B” - -

10% Cumulative, participating, convertible preference shares “A” -
10% Special, cumulative, participating

convertible preference shares “A” 27,683 25,897

All shares (ordinary and preference) 26,567 24,853

TOTAL PREFERENCE AND ORDINARY SHARES 54,250 50,750

The dividends paid in 2008 and 2007 were SDG 50,750 thousand (SDG 0 12 per 10% ‘special cumu-
lative convertible preference A’ share and SDG 0.07 per all shares) and SDG 42,000 thousand
(SDG 0.13 per 10% ‘special cumulative convertible preference A’ share and SDG 0 03 per all other
shares) respectively A dividend In respect of the year ended 30 September 2008 of SDG 0,096per
share, amounting to a total dividend of SDG 54,250,000 1s to be proposed at the Annual General

Meeting These financial statements do not refiect this dividend payable
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11. PROPERTY, PLANT AND EQUIPMENT

Other build-
ings, equip-
Land,perma- ment, Agncultural
nent bulld- machinery, equipment
ngs and pumps, and excava- Vehicles
infrastruc-  appliances tion machin-  and other Capital work

o o __ ture jqr\_g furniture ) ery assets Inprogress Totgl
COSTORRESTATEMENT__SDG 000___SDG000___SDG000__SDG 000 _SDG000___SDG.000
At 1 October 2006 788,503 1,376,584 329,222 79,910 3,731 2,577,950
Additions 25,762 49,437 19,526 6,013 3,610 104,348
Transfers in (out) - - 4,065 (4,065) - -
Disposais - (24) (3.332) (182) - (3,538)
At 30 September 2007 814,265 1,425,997 349,481 81,676 7,341 2,678,760
At 1 QOctober 2007 814,265 1,425,997 349,481 81,676 7,341 2,678,760
Addittons 14,194 12,131 7,500 1,698 77,776 113,299
Disposals - (122) (18,868) (11,499) - (30,489}
At 30 September 2008 828,459 1,438,008 338,113 71,875 85,117 2,761,570
COMPRISING
Cost 247,840 473,064 163,027 36,540 85,117 995,588
IAS 29 restatement 580,619 964,942 185,086 35,335 - 1,765,982

828,459 1,438,006 338,114 71,875 85,117 2,761,570

DEPRECIATION
At 1 October 2006 580,928 1,090,925 270,239 71,569 - 2,013,661
Charge for the year 8,269 36,169 20,697 5,691 - 70,826
Elimination on disposals - (20) (2,866) (182) - (3,068)
At 30 September 2007 589,197 1,127,074 288,070 77,078 - 2,081,419
At 1 October 2007 589,197 1,127,074 288,070 77,078 - 2,081,419
Charge for the year 9,716 38,243 20,027 4,374 - 72,360
Elimination on disposals - (66) (18,220) (10,828) - (29,114}
At 30 September 2008 598,913 1,165,251 289,877 70,624 - 2,124,665
NET BOOK VALUE
At 30 September 2008 229,546 272,755 48,236 1,251 85,117 636,905

At 30 September 2007 225,068 298,923 61,411 4,598 7,341 597,341
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Property, plant and equipment with a cost of SDG 79,729,141 were fully depreciated as at year end.
The normal annual depreciation charge in respect of these assets would have been SDG
16,512,261.

Capital work In progress relates mainly to the setting up of ethanol production and construction of
office complex

Property, plant and equipment pledged by the company to secure liabilities to third parties are as dis-
closed in note 28

12 INTANGIBLE ASSETS

COMPUTER SOFTWARE 2008
COST SDG’'000
At start of year -
Additions dunng the year 11,395
At end of the year 11,395
AMORTISATION

At start of year -
Charge for the year 1,140
At end of year 1,140

NET BOCK VALUE 10,255

13 INVESTMENTS IN SUBSIDIARIES

2008 2007
SDG'000 DG'000

At cost:
Kenana Engineering & Technical Services Limited 2,475 2,475
Kenana Friesland Dairy Limited 10,139 10,139
Kenana Sugar Free Zone Company Limited 256 256

12,870 12,870
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Company Percentage Country of
Holding Incorporation Prncipal activity
Kenana Engineering & Technical 99% Sudan Provision of technical and engineer-
Services Limted Ing services.
Kenana Friesland Dairylimited 66% Sudan Manufacture of dairy products
Kenana Sugar Free Zone 80% UAE —-Dubai Logistics and marketing

Company Limited
The investments in subsidiares are at cost and were not impaired as at the close of the year

14 INVESTMENT IN ASSOCIATE

2008 2007
SDG'000 DG'000
White Nile Sugar Company Limited 118,892 -
The movement during the year was as follows:
At start of the year - -
Transfer from other assets 61,883 -
Acquired during the year 57,009 -
At end of the year 118,892 -

The investment in associate at cost was not impaired as at the close of the year .

15 OTHER EQUITY INVESTMENTS

2008 2007

SDG' 000 DG'000

White Nile Sugar Company Limited - 61,882
Saheroon Hospital - 80
Bank of Khartoum Investment Property 2,000 -
2,000 61,962

Other equity investments are not impaired

White Nile Sugar Company Limited

Kenana Sugar Company Limited owned 15% of the total equity of WNSC as at the close of 30
September 2007 Durning the year the company acquired 47,700 additional shares at a cost of SDG.
57,010,275 increasing the ownership from 15% to 26 %. As at 30 September 2008, the nvestment
in WNSC stood at US$ 61.880 million (2007. US$ 26.0million).

Saheroon Hospital

Duning the year ended 30 September 2008 the participants of Saheroon Specialised Hospital
decided to return back all funds the project has earlier received from Kenana Sugar Company
Limited

Bank of Khartoum investment property

This relates to the company's participation 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.

t—t",_““f"‘“ -

———




16 TAX PREPAYMENT

2008 2007
SDG’ 000 SDG’000
At beginning of the year 26,079 50,101
Charge for the year (note 9) (13,463) (24,022)
At end of year 12,616 26,079
Tax prepayment to be utiised within one year  (12,616) (13,000)
Tax prepayment to be utllised after one year - 13,079

In late 1999 the Company agreed with the Minister of Finance, on behalf of the Government of
Republic of the Sudan to forfeit/give up 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 penod ending 30 September 2011 as having been settled

During the ten year penod of the tax agreement the tax prepayment is being amortised to the
income statement i line with tax that would otherwise have been payable Year 2007/2008 1s the
Bth year of the arrangement The amortisation of the tax prepayment charged to the income state-
ment for the year was SDG 13,463 thousand (assessed in accordance with the income Tax Order
Treating of Assets Depreciation 1ssued by the Ministry of Finance — August 1997) (2007 - SDG
24,022 thousand).

17 INVENTORIES

2008 2007

SDG000 SDG'000

Sugar 46,823 79,580
Raw sugar 17,876 55,096
Anmal feed 1,430 6,196
Spare parts, fuel and others 171,018 107,183

237,147 248,055

Inventonies pledged by the company to secure liabiiities to third parties are as disclosed in note 27.
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18 TRADE AND OTHER RECEIVABLES

2008 2007

SDG’000 SDG' 000

Advances to suppliers 56,769 49,536
Trade accounts receivable 35,670 134
Advances to employees 18,787 25,556
Prepayments 1,355 652
Other receivables 564 20,952
113,145 96,830

19 A) BIOLOGICAL ASSETS - Livestock and Forests

Forests Livestock 2008 2007

SDG'000 SDG'000 SDG'000 SDG'000

Carrying amount at beginning of year 4,688 10,347 15,035 10,789
Increases due to purchases 191 1,589 1,780 955
Decrease due to sales (322) (6,119) (6,441) (6,329)
4,557 5,817 10,374 5,415

Changes in fair value 1,230 1,801 3,031 9,620
Carrying amount at end of year 5,787 7,618 13,405 15,035

Significant assumptions made 1n determining the fair values of livestock and forests are:

« The expected market price of ivestock and forests will remain constant based on the average
price for the last one year.

- The matunty period of the forest is 5 years. Immature forests are valued at cost.
« Mature livestock are valued at market price and immature livestock are valued at cost.




19 B) BIOLOGICAL ASSETS - Growing Cane

2008 2007
At beginning of the year 103,469 107,109
Additions at cost 117,531 103,257
Decrease due to harvest (94,928) (98,001)

126,072 112,365

Changes in fair value (5,830) (8,896)

Carrying amount at the end of the year 120,242 103,469

Significant assumptions made in determining the fair values of biological assets and agricultural
produce are.

2008 2007

« Estimated yield (tons cane/feddan) 47.45 4902

= The valuation 1s based on ex-factory selling pnce of SDG 1,400 per MT of sugar worked back-
wards to tones of sugar produced per tone of cane 1e 1MT of cane produces 0.1091 MT of sugar
(2006/2007 0.1015 MT of sugar)

= Every cane planted will be harvested within 12-14 months. New plant will last for 6 years ie Plant
ohe + 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
wiil be between 9% and 11%.

= The fair value have been determined using the present value of expected net cash flows from the
asset discounted at a rate of 8% (2007:8 %) which I1s the equivalent to the average bank borrowing
rates as at the close of the year.




20 FIXED DEPOSITS

2008 2007
At amortised cost SDG(000) SDG{000)
Held to matunty — at amortised cost
Shahama investments 2,907 2,585
El Nilemn bank deposits 8,000 -

10,807 2,585

Shahama investments earn interest at an average rate of 14%-16% and mature on 30 March 2009.

El Nilein bank deposits earn an interest of 10% per annum and matures on 1 July 2009

21 RELATED PARTY BALANCES

a) Nature of related party relationships

Companies and other parties related to the group include those parties who have the ability to
exercise control or exercise significant control over its operating and financial decisions. Related
parties nclude the management personnel, therr associates and close family members

The company 1s related to

1) The Government of The Sudan by virtue of its shareholding.

i)Kenana Engineering and Technical Services Limited, 99 % owned subsidiary of Kenana Sugar
Company Limited

m) Kenana Friesland Dairy Limited, 66% 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), 26 % equity participation of Kenana Sugar Company
Limited

wv1) The thirteen members of the Board of Directors, who have voting nghts
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2008 2007
Due from related parties sSDG 000 SDG 000
Kenana Friesland Dairy Limited 7,213 4,685
Kenana Sugar Free Zone Company Limited 1,521 2,456
White Nile Sugar Company Limited 117 -
8,851 7,141
Due to related parties
Kenana Engineering & Technical Services Limited 7,205 5,659
White Nide Sugar Company Limited - 10,081
7,205 15,740
22 CASH ON HAND BANK BALANCES
Cash on hand 198 791
Bank balances 42,920 53,733
43,118 54,524
23 SHARE CAPITAL
Authorised Share Capital
No of Shares (Thousand)

76,475 Ordinary shares of Sudanese Piasters 10 each

156,000 10% Cumulative, participating convertible
Preference shares “A”" of Sudanese Piasters 10
Each

234,000 10% Special, cumulative, participating,
Convertible Preference shares “A” of Sudanese
Piasters 10 each

123,525 8% Cumulative, participating, convertible
Preference shares “B” of Sudanese Piasters 10
Each

590,000

2008 2007
SDG 000 SDG 000
76 76

156 156

234 234

124 124

580 590
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Subscribed and fully paid up Capital

No of Shares

(Thousand)
76,470  Ordinary shares 76 76
155,290 10% Cumnulative, participating, convertible
Preference shares “A” 155 155
206,090 10% Special cumulative, participating, convertible
Preference shares “A” 206 206
122,700 8% Cumulative, participating, convertible
Preference shares “B” 123 123
560,550 560 560
Share Capital restaternent reserve (Note 26) 1,836,909 1,836,909
Restated subscnbed share capital 1,837,469 1,837,469

Par value per share 1s SDG 1

23 SHARE CAPITAL (Continued)

Preference shares

Dwidends on all 1ssued preference shares are cumulative but are only accrued and payable (and if)
the Directors declare dividend

Each preference share has full voting nghts equal to the voting rights granted to ordinary share
Increases of capital, changes of nghts and merger shall not be effected without first obtaining the
approval of 75 per cent of the preference shareholders.

In the event of a voluntary or involuntary liquidation, dissolution, or winding up of the Company, the
holders of preference shares rank before the holders of ordinary shares but after creditors in the fol-
lowing order

1} Holders of preference shares special “A”, and “A”.
mHolders of preference shares “B”




All classes of preference shares are convertible to ordinary shares at any tme after 1 June 1995 if
the Board of Directors so decides, provided that all declared dividends have been fully paid before
the date specified for conversion

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

Dividends in arrears

In accordance with the agreement by the shareholders in their 35th Extra-ordinary General Meeting
in Dubai on 16 October 1999, the shareholders of A, B and special A preference shares agreed to
the following

1) To cease the calculation of dividends as per the fixed dividends rates, and to freeze the divi-
dends in arrears up to the year ending 30 September 1985, and to consider all the distnbuted dwi-
dends up to the year ending 30 September 1998, as paid from the frozen amounts

2) To utilise the dividends which will be declared (if any) in years subsequent to the year ending 30
September 1998 for payment of the frozen amounts The period of payment of these dividends
should not exceed ten years from the year ending 30 September 1899. After full payment of these
dividends, the preference shares shall be converted into ordinary shares in accordance with the
terms of issuance of these shares

3) To ubhise an amount of US$12 7 million of the declared dividends for all years after the year
ending 30 September 1998 for the payment of the remaining dividend arrears (at 30 September
2007 such dividends arrears totalled US$ 25 5 million for the special preference shareholders “A™,
and fo distribute the remaining portion of the declared dividends (if any) to all shareholders on a pro
rata basis

24 GENERAL RESERVE
The sharehoiders have resolved to set aside a general reserve of 5% from the Company’s annual
net profit  This reserve Is under the Board of Directors’ discretion, in accordance with its authorities

as stated 1n Article 115 of the Company’s Memorandum of Association The movement during the
year I1s as shown on page 12

25 EXCHANGE DIFFERENCES RESERVE

The shareholders have resolved to set aside from Retained Earmings any foreign exchange gains
from the Company’s annual net profit This reserve Is not avallable for distribution but will be utilsed
against future foreign exchange losses charged against the Company's net profit.

26 REVALUATION RESERVE
This reserve arose upon the adoption of IAS 29m2000, following the restatement of non-monetary

assets, principally the property, plant and equipment and the deferred income tax liability thereon
and the share capital. This reserve 1s not available for distribubion

2008 2007

SDG 000's  SDG 000's

Restatement of fixed assets 34,336 35,016
Deferred tax hability (12,219) (12,423)
Share capital restatement (1,836,909) (1,836,909)
Revaluation reserves (1,814,792) (1,814,3186)

48
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An amount equal to the difference between histonical cost depreciation and the deprectation on the
restated fixed assets I1s transferred from this reserve to retained earnings each year. This transfer
amounted to SDG 680 thousand (2007 - SDG 18,354 thousand)

An amount equal to the deferred tax which would have been incurred on the restated fixed assets is

transferred from this reserve to retained earnings. This transfer amounted to SDG 204 thousand
(2007 - SDG 278 thousand).

27 RETIREMENT BENEFIT OBLIGATIONS

2008 2007
SDG000 SDG000
Opening balance 199,890 161,796
Provision for the year 21,511 46,372
Payments made during the year (64,899) (8,278)
Balance at 30 September 156,502 199,890
28 BORROWINGS
Export credit loans 199,979 182,681
OPEC loan 2,411 6,767
Bank overdraft 170,289 17,439

372,679 206,887
Repayable within one year (372,679) (204,631)

Repayable after one year - 2,256

The movement In the borrowings per lender was as follows

Balance Balance
as at as at 30

1 October New Movement Exchange Septemb
2008 financing Repayments in overdrafts losses er 2008

SDG'000 sSDG'000 SDG'000 SDGE'000  SDG'000 SDG'000

Export credit loans 182,681 - - - 17,298 199,979
OPEC loan 6,767 - (4,356) - - 2,411
Overdrafts 17,439 - - 152,850 - 170,289

206,887 - (4,356) 152,850 17,298 372,679
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i} Export Credit Loans

Export Credit Loans consist of the pnncipal and interest accrued pnior to the suspension of repay-
ments as follows

Amount in 2008 2007
Foreign Currency 000's  SDG'000  SDG’000
French Franc Loans Euro 20,261 65,147 58,554
Japanese Yen Loans Yen 5,256,190 113,690 105,124
Austnian Schilling Loans Euro 6,575 21,142 19,003
Total export credit loans 199,979 182,681

The Bank of Sudan has agreed to include the Export Credit Loans (that should have been fully
repaid 1n the repayment period 1980-1988) and interest accrued thereon for the year 1984 to 1988,
tn the rescheduling agreements which the Government of the Republic of Sudan 1s seeking to nego-
tiate with its international creditors

As no such agreements have yet been concluded, the loans and interest accrued between 1984
and 1988 under the loan agreements totalling SDG 199,979 thousand (2007 - SDG 182,681
thousand) are financial obligations. Accordingly the total principal amounts and interest up to 1988
that could be payable are recorded as a liability Interest rates as per the inthal loan agreements
were 7 5% for French Franc Loan, 8.5% for Japanese Yen Loans and 8 0% for Austrian Schiling
Loans .

The Government of the Sudan has agreed with the Company that the Company will receive any
agreed debt relief in respect of these loans. When negotiations are completed, adjustments may
need to be made to the carrying value of the loans n the balance sheet and to finance charges
included in the profit and loss account. The negotiations oniginally commenced in 1981 and had not
been finalised as at 30 September 2008, The Directors expect that an agreement will incorporate
rescheduled payment dates and that the Company will be able to finance repayments. As a conse-
quence these financial statements have been prepared on a going concem basis.

It 1s not expected that erther the onginal lenders or the Government of Sudan will seek to enforce
immediate repayment of the overdue loans. Based on past expenience formal rescheduling of
these loans, which i1s not at the discretion of the Company, is unlikely to occur in the short term.
Nevertheless these loans are techmically repayable on demand and disclosed as bemng due within
one year
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28 BORROWINGS (Continued)

ii) OPEC Loan

2008 2007

SDG' 0600 SDG ‘000

CPEC Loan 2,41 6,767
Less

Repayable within one year (2,411) (4,511)

- 2,256

Repayable after one year

The OPEC loan amounting US $ 10 million 1s repayable in three half-yearly instalments of US$ 3.3
million from 8§ October 2007 to 8 October 2008 and bears interest in arrears at a rate of LIBOR plus
2 5% payable in Apnl, and October every year

The loan 1s secured by US$ 20.0 million of property, plant and equipment and, in compliance with
the terms of the loan, US$1 3 milhion held in an escrow account.

The loan was fully repaid after the balance sheet date.

1if) Bank overdrafts

The company has a foan facility with Bank of Khartoum of SDG 127,100,000 which covers
Murabaha, Mugawala, Letters of Credit, Letters of Guarantees for 1 year at an interest rate of 8%
per annum for funded finance.

The unutihzed facility as at the close of the financial year amounted to SDG 41,791,832

The facility 1s secured by

= Trust receipts of 76,500 tons of Sugar in favor of Bank of Khartoum covering the value of approxi-
mately SDG 158,875,000

» Kenana to supply the Credit administration department of a bi-monthly stock statement. In the
event of sugar stock values falls below the SDG 158,875,000, Kenana Sugar Company Limited I1s
obliged to supply Bank of Khartoum with a cash deposit as a security covering the shortfall, if any

» Guarantee cheque from Kenana Sugar Company Limited for SDG 127,100,000

» Full insurance on the inventory endorsed in favor of Bank of Khartoum

« Maintaining a SDG 25,000,000 minimum average balance over the course of the year ascertained
every 4 month penod in Kenana Sugar Company Limited current accounts at Bank of Khartoum

+ Maintaining a SDG 19,000,000 minimum average balance over the course of the year ascertained
every 4 months in Kenana Sugar Company Limited saving plus accounts at Bank of Khartoumn
Targeted expected profit rates in the saving plus accounts are 5%.




29 DEFERRED TAXATION

Deferred income taxes are calculated on all temporary differences under the hability method using
a principal tax rate of 30% A deferred tax hability arose on the restatement of property, plant and
equipment made on 30th September 2000 on adoption of IAS 29 on Financial Reporting in Hyper
inflationary Economies

2008 2007
SDG’ 000 SDG ‘000

Deferred tax liability:
Restatement of financial statements in 2000 4,340 4,340

4.340 4,340
The movement on the deferred taxation account
during the year was as follows

Batance at beginning of the year 4,340 4,340
Charge to income statement (note 9a) - -

Balance at end of the year 4,340 4,340

30 ACCOUNTS PAYABLE AND ACCRUALS

Trade accounts payabie 9,604 27,051
Taxes and customs duties on sales 7,002 21,375
Advances from customers - 4,714
Other payables 33,476 41,389
Dwvidends payable 26,300 27,764
Accrued expenses 4,384 11,958

80,766 134,251
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31 FOREIGN EXCHANGE DIFFERENCES

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

date {note 6)

32 NOTES TO THE CASH FLOW STATEMENT

2008 2007
SDG ‘000 SDG '000
(a) Reconciliation of profit before taxation to cash gener-
ated from operations
Profit before taxation 118,291 66,406
Adjustment for:
Depreciation of property, plant and equipment 72,360 70,826
Amortisation of intangible assets 1,140 -
(Gan)/loss on disposal of property, plant and equipment (2,903) 470
Interest paid 7,665 393
Fair vaiue adjustment on biological assets 2.799 (724)
Effects of exchange rate changes 17,298 16,926
Operating profit before working capital changes 216,650 154,297
Decrease/ (increase) in inventones 10,908 (25,764)
Movement in actual costs of biological assets - growing cane (22,603) (5,256)
Movement in actual costs of biclogical assets - livestock and 4,661 5,374
forestis
( Increase) /decrease in trade and other receivable (16,315) 19,253
increase in trade and other payables (53,486) 25,577
Increase 1n related party balances (10,245) (6,785)
Movement in provision for employees terminal benefits (43,388) 38,094
Cash generated from operations 86,182 204,790
(b) Analysis of cash and cash equivalents
cash and bank balances 43,118 54,524
Bank overdrafts (170,289) (17,439)
(127,171) 37,085
s
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33 CAPITAL COMMITMENTS

Commitments at the year end were

Authonsed and contracied for 85,117 7,341
Authonsed but not contracted for 57,493 57,769
142,610 65,110

34 CONTINGENT LIABILITIES
L.etters of credit 33,754 -

35 RELATED PARTY TRANSACTIONS

The company transacts with it subsidiary companies and other companies related to 1t by wirtue of
common shareholding

Durnng the year, the following transactions were entered into with related companies

2008 2007
(a) Sales SDG'000 DG000
Govermnment of Sudan 412,320 383,311
Kenana Friesland Dairy Limited 2,720 4,402
Kenana Engineenng & Technical Services Ltd - -
White Nile Sugar Company Limited 21,600 8,924
(b) Purchases/expenses/services
Kenana Fresland Dairy Limited 7.490 -
Kenana Engineering and Technical Services Lid 16,116 6,687

(c) Key management personnel compensation

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

54
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Salanes and other benefits 3,374 2,868

Directors’ remuneration
Fees for services as directors - -
Other emoluments {included in key management 569 408
Compensation above)

3,943 3,272

36 FINANCIAL RISK MANAGEMENT OB.JECTIVES 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 risk manage-
ment programme focuses on the unpredictability of financial markets and seeks to minimise poten-
tial adverse effects on its financial performance

The company regularly reviews its risk management policies and systems to reflect changes in
markets and emerging best practices. Risk management 1s carned out by the management under
the supervision of the Board of Directors. Management 1n conjunction with these committees then
identifies, evaluates and addresses risks accordingly.

The Board provides written principles for overall nsk management, as well as wntten policies
covering specific areas such as foreign exchange risk, interest rate nsk, credit nisk, use of non-denv-
ative financial instruments and investing excess liquidity.

In addition, the company has an independent internal audit department which reports directly to the
Board Audit Committee. This department is responsible for the independent review of nsk manage-
ment and the control environment.

a) Credit risk management

Credit nsk refers to the nsk that counterparty will default on ts contractual obligations resulting in
financial loss to the company

Credit nsk arises from cash and cash equivalents, deposits with banks, as well as trade and other
receivables The company management assesses the credit qualty of each customer, taking into
account its financial position, past experience and other factors Individual risk hmits are set based
on internal or external ratings in accordance with hmits set by the Board The utilisation of credit
himits 1s regularty monitored.

Classification of credit risk bearing assets

The table below represents company’s maximum exposure to credit nsk as at 30 September 2008.
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At 30 September 2008

Fully per-
forming Past due Impaired Total
SDG’'000 SDG'000 SDG'000 SDG000
Trade and other receivables

Due from related companies 113,144 - 5,640 118,784
Cash and bank balances 8,851 - - 8,851
Fixed deposits 43,118 - - 43,118

10,907 - - 10,907
Total 176,020 - 5,640 181,660

36 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

a) Credit risk management (continued)

At 30 September 2007
Fully per
forming Past due Impaired Total
SDG'000 SDG'000 SDG'000 SDG’000
Trade and other receivables 96,830 - 5,640 102,470
Due from related companies 7,141 - - 7,141
Cash and bank balances 54,524 - - 54,524
Fixed deposits 2,585 - - 2,585
Total 161,080 - 5,640 166,720

The customers under the fully performing category are paying their debts as they continue trading
The default rate 1s 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 1s impaired has been fully provided for. However, the finance department are following

up on the impaired debt, through pursuit of the debtors, debt collectors as well as through legal
action
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b) Market risk management

i) Interest rate risk

interest rate nsk anses primanly from borrowings and cash and cash equivalents disclosed in note
27 The company’s management monitors the sensitivity of reported interest rate movements on a
monthly basis by assessing the expected changes in the different portfolios

As at 30 September 2008, an increase/decrease of 3 percentage points on interest rates would
have resulted in an increase/decrease in pre-tax profit of SDG 5,109,000 (2007 — SDG. 1,918,000}

(ii) Foreign currency risk

The company undertakes certain transactions denominated in foreign currencies, mainly the US
Dollar, the Euro, Sterling Pounds, Japanese Yen and the South African Rand. This results in expo-
sures to exchange rate fluctuations The balances impacted in this regard are the balances due to
foreign suppliers, balances due from foreign debtors, bank balances and various accruals denomi-
nated in foreign currency Exchange rate exposures are managed within approved policy param-
eters utiising matching of assets and liabiities

As at 30 September 2008, an increase/decrease of 5 percentage points on exchange rates would
have resulted In an increase/decrease In pre-tax profit of SDG 9,988,000 (2007 — SDG 9,1 34,000).

c) Liquidity risk management

Liquidity risk 1s the nsk that the company will not be able to meet its financia! obligations when they
fall due. The company's approach to managing hquidity 1s to ensure, as far as possible, that it will
always have sufficient iquidity to meet its liabilities when due, under both normal and stressed condi-
tions, without incurring unacceptable losses or at the nsk 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 potental mpact of
extreme circumstances that cannot reasonably be predicted. All hquidity policies and procedures

are subject to review and approval by the board of directors. All capital investments are funded by
long term borrowings




-

L0 SETET Q0D LEERURTE
TIR e WEAT NGRS
=( SEEEMEET 200

The table below provides a contractual maturity analysis of the company’s financial habilities

1-6 6-12 1-5
months months years Total

SDG’000 SDG'000 SDG'000 SDG'000
At 30 September 2008

Financial liabilihies

Borrowings — Export credit loans - 199,979 - 189,979
Borrowings — OPEC loans 2,411 - - 2,411
Account payables and accruals - 80,766 - 80,766
Due to related parties - 7,205 - 7,205
Retirement benefits obligation - - 166,502 156,502
Bank overdrafts 170,289 - - 170,289
Total financial habilities 172,700 287,950 156,502 617,152
At 30 September 2007

Financial liabilities

Borrowings — Export credit loans - 182,681 - 182,681
Borrowings — OPEC loans 4,511 - 2,256 6,767
Account payables and accruals - 134,251 - 134,251
Due to related parties - 15,740 - 15,740
Retirement benefits obligation - - 199,890 199,890
Bank overdrafts 17,439 - - 17,439
Total financial liabilities 21,950 332,672 202,146 556,768

d} Biological Assets - Financial Risk Management Strategies

The Company 1s exposed to financial risks arising from changes in sugar prices. The Company
does not anticipate that sugar prices will decline significantly in the foreseeable future and, there-
fore, has not entered into denvative or other contracts to manage the risk of a dechne in sugar

prices The Company reviews its outlook for sugar prices regularly in considering the need for
active financial nsk management.
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37 CAPITAL RISK MANAGEMENT

The company’s objectives when managing capital are:

+ To match the profile of its assets and liabilittes, taking account of the nsks inherent in the business,
= To maintain financial strength to support business growth; and

- To safeguard the company’s ability to continue as a going concern so that it can continue to
provide adequate returns 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 1s monitored regularly by the company’s management and quarterly by the Board
of Directors. The capital structure of the company consists of debt, which includes the borrowings
{(note 28), cash and cash equivalents and equity attributable to equity holders, compnsing issued
capital, reserves and retained earnings.

2008 2007

SDG ‘000 SDG ‘000

Share captal 1,837,469 1,837,469
General reserve 35,326 30,085
Exchange differences reserve - 9,668
Revaluation reserve (1,814,792) (1,814,316)
Retained earnings 660,858 601,877
718,861 664,783

Total borrowings and bank overdraft 372,679 206,887
Less cash and cash equivalents (43,118) (54,524)
Net debt 329,561 152,363
Total capital 1,048,422 817,146
Gearing 3143% 18.60%

38 POST BALANCE SHEET EVENTS

The Bollers Control Room caught fire on 8thDecember 2008 which damaged the control system and
therefore affected factory operations

Management effected a crash plan and replaced the damaged control system within a short penod
and factory operations were fully resumed on 1st January 2008 .

The company is fully insured against equipments damage and business interruption profit.
Management i1s In the process of lodging a claim with the insurers.

39 CURRENCY
These financial statements are prepared in Sudanese Pounds thousands (SDG ‘000).
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