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ANNUAL REPORT AND ACCOUNTS

FOR THE YEAR ENDED
30 SEFTEMBER 2009

CHAIRMAN’S STATEMENT

History will record 2009 as the year that re-shaped the globai finan-
cial systems. A recovery has started dunng 2009 but as was the
case after the past two recessions, It 1S so weak as to be invisible to
the naked eye. In 2008, stocks and real estate markets siumbered
but are now picking up gradually Global growth could falt to 2 5%.

The Sudanese economy, recovering from a damaging war and rich
in hydrocarbons resources, is ripe for investment and 1s starting to
experience greater international interest The Government has
privatized foreign investment via pnvatisation of state-owned
assets wiath liberal nvestment and forex regimes The
Comprehensive Peace Agreement lays the foundation for a new
era of governance. Free Zones guarantees and freedom of capital
movement are bound to provide an amenable investment atmo-
sphere for both local and foreign investors with tax and tariff exemp-
fions and legal privileges

Rate of Inflation decreased from 14 3% in 2008 to 10.4% in 2009
(up to 30th September). Despite robust economic performance,
growth 1n GDP for the year 2009 is expected to go down to around
5% as compared to 8.5% in 2008 due to the exposure of the
economy to the outside world and dependency on petroleum
exporis

The International Sugar Market since April 2009 has witnessed an
upward Increase in the prices The world sugar prices have
rocketed in August 2009 to a level which has not been seen in such
large scale since early 1980s

The deficit in world sugar market for 2008/09 amounted to 104
million MTs of sugar with an actual global consumption of 164 6
MTs of sugar World sugar production forecast for the year 2009/10
is 159 million MTs against the expected consumption of 167 5
million MTs 1 e. a deficit of 8.5 milhon MTs of sugar (raw sugar)
Total white sugar production in Sudan for the year 2008/09
amounted to 679,000 MTs as compared to 723,000 MTs in 2007/08
Kenana production was some 323,000 MTs of sugar.
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Kenana’s actual production for the crop season 2008/09 is 323,254 MTs
of white sugar as compared to 392,000 MTs of sugar for 2007/08 The
decrease 1n sugar production 1s attributable to the stoppage of produc-
tion for about 30 days dunng December 2008 and January 2009 due to
the fire in the mills contro! room. The sudden stoppage led to losses in
cane ready for harvest and cane productivity in the field. The crop
season was elongated to go beyond April to face the worst climatic con-
ditions for cane growth and sugar production 1 e the excessive heat and
early rains adversely affected sucrose content in the cane in the field
and during crushing in the factory. Though all or a great part of the loss
will be compensated from the insurance and re-insurance companies,
the loss In sugar production amounted to 90,000 MTs of white sugar.
The cerresponding gap in the local market was filled through importa-
tion of raw sugar for refining and white sugar

The year witnessed the continuation of the second year of the transfor-
matior plan within the Five Year Plan strategies and policies For the
second crop season all the harvesting operations are now wholly done
mechanically, resulting as planned 1n more economic and technical effi-
ciencies. Green harvesting which was done during the last crop in a
Iimited scale is now almost done 50% enabling the Company to intro-
duce & new product 1.e sugar tops animal feed The Company aiso
utilizes the trash realized from green harvesting for co-generation.

The strategic agreement signed between Company and the adjacent
agncultural projects (Nyfour) came this year into execution Part of the
total area (26,000 feddans) 15 now under plantation (sugar cane,
sorghum etc)

The year withessed several structural changes by creating new depart-
ments and business units. The Agricultural Services Out-growers
Department (ASOD) Is created to manage the expected big volume of
activities of the out-growers agrcultural projects.

In efiorts to secure finance for the Grand Sugar Plan and other
Qut-growers projects, KSC has managed to sign a Shareholders’
Agreement with Beltone Financial in Egypt, to foom a Fund
Management Company to establish a Private Equity Fund for agncul-
ture 1n Sudan and MENA markets, with a capital of US $ 1.0 billon. As
part of the Agreement, KETS will act as a technical arm to the Fund with
a bigger role at the level of the operating companies. Following signing
of this Agreement, a new Fund Management Department I1s created to
ensure effective management of the new business.
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CHAIRMAN’S STATEMENT (Continued)

Another important department established 1s the Ceriified Seeds Production Department with an
integral function to the Company for the new business of managing and developing some of the
Agricultural projects within the Agncuttural Services Out-growers Department

The Company, in hne of its transformation, diversification and expansion strateqgy, has signed an
agreement with Management and Tenants Unions to manage El Rahad and El Souki Agnicultural
Projects, with a total area of 400,000 feddans located in the middle-east part of the Sudan. This
project wilt produce cash crops, sorghum and other commercial onented crops for the local and
regtonal consumption

The Company’s business units have achieved the desired success by improving and increasing pro-
ductivity and production. This could be seen as an example in the expansion in production of milk,
meat and broilers in the Produce Farm These achievements are attnibuted to the new techniques
adopted and the aggressive marketing and promotional policies

The Company has successfully attained its Five Year Plan target of increase inrevenue, better opera-
tional efficiencies, reduction n costs, maximization of profits and dwvidend distribution to
Shareholders and preservation of Company assets

Efforts are now concentrated in re-structuring the Kenana Fnesland Dawry to raise efficiencies and to
increase productivity, both in quantity and quality, so as to be competitive in a volatile dairy products
market

To keep the current tempo of progress and efficiencies in the years to come constitutes one of the
most daunting challenges for the Management, Board Members and Shareholders. in hight of the
various constraints and risks impinging on the operational and manageriai efficiencies, all efforts
from the Company management team and employees are exerted through innovation for further
progress and success

To conclude | would like o exiend my appreciation and highest regards to the Shareholders and
Directors of the Board for their continued whole-hearted support to the Company which ied to the
Company’s success and progress. | also extend my gratitude to the dedicated management and
staff who, despite the negative market conditions affecting our business, have successfully contin-
ued to maintain production of essential commodities at most creditable level. We believe that innova-
tion, dedication and conservation are the milestones on which new Kenana will be built.

Dr. Galal Yousef Al-Degarr
Chairman

17 November 2009
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ANNUAL REFPORT AND ACCOUNTS

FOR THE YEAR ENDED
30 SEPTEMEER 2009

DIRECTORS’ REPORT

The members of the Board of Directors submit their report with the audited Annual Report &
Accounts for the year ended 30th September 2009

(1) Assessment of the 2008-09 Crop Season

» The Crop season started on 15th November 2008 This second season of the Five Year Plan, has
witnessed the continued implementation of plans and programmes to increase the assets’ utilisation
efficiencies, costs reductions and increase of sales volume which are reflected in increase of profits
and return on invested capital.

» This Crop season has also witnessed the transformation of Companies operations into separate
Business Units with 1ts own Accounts to ensure proper efficiencies measures for each production
unit

(2) Operations Performance

2.1 Sugar Business Unit

*» The targets of harvesting 3.936 MT of sugar cane to produce 413,000 MT of sugar were not
achieved due to a fire Incident at the Boilers Control Room in the factory Stoppage of crushing opera-

tions for four weeks resulted in drop of actual sugar produced o 323,254 MT due to decrease In har-
vested cane

* Intensive efforts were exerted by the Company to resume the Factory operations in the shortest
period Moreover, several measures were effected to put back the cane to its normal growing cycle,
more agricultural operations mechantsation and addition of more cultivation area

» 100% successful implementation of mechanical harvesting this
Crop season added to the start of Green Harvesting which will be suc-
cessiully implemented next Crop season. This fulfiis the Intermnational
Trade Orgamisation objectives for healthy environment, production of
green fodder, power generation, reduction of furnace consumption
and increase of sales proceeds

* Reduction of harvesting transport equipments, and implementation

of a proper replacement programme to save time, fuel cost and
increase of profits

» This Crop season witnessed high temperatures and early rainfall.

+ Fleet Management continued its efficient operations for user produc-
tion Business Units through avaiing all required machmery and
mobile equipments

1OF ==




2.2 Animal Feed Business Unit

* Better production performance this Crop season reflected in lower stoppages and down time
* Installation of Phase Il which includes Bagasse Dryer will ensure production at maximum capacity

* Production and introduction in the market of new Ammal Feed products were quite successful In
area of milk, chicken and calves’ production

DIRECTORS’ REPORT (Continued)

(2) Operations Performance ( Continued)

2.3 Produce Farm Business Unit

* This Crop season witnessed higher production, both at chicken
breeding and the slaughterhouse which was commissioned on
17th December 2008

¢ Milk production has increased compared to last year which indi-
cates a better performance.

= Calves fattening commenced i January 2009 which parttcipated
significantly in Produce Farm total revenue.

= Forests’ production targets were achieved

2.4 Kenana Engineering & Manufacturing (KEM)

* This Unit has increased its assets’ ¢capacity ubilisabon and con-
cluded many jobs which includes :

Erection of Animal Feed Factory (Phase-I)

Erection of chicken slaughterhouse

Erection of Ethanol Plant

- Meeting all sugar factory cane transport requirements

- Provided Technical and Engineering Services for White Nile
Sugar Company, on cornmercial basis.
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2.5 Ethanol

- Ethanol plant erection was completed and has started commercial operations on 10th June 2008.
Production at year end amounts to Ten Milhon Litres which transport to Port Sudan for export has
commenced

« Legisiation, storage and transport to Khartoum actvities were completed to start Ethanol biending
with benzene for local usage as vehicle fuel.

» Export activity has started.
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(3) Financial Indicators

- Sales volume reached SDG 825.8 million (last year SDG 720 1 million) which represents 15%
increase

- Net Profit for year SDG 143 2 million before Prepaid Tax Reduction (last year SDG 1356 million)
which represents 6 9% mcrease.

> Fixed Assets Increased to SDC 665 5 million (last year SDG 636 9 millon) which represents 5%
Increase

(4) General
« Industnal Relations were good, similar to previous year.

= In line with the Five Year Plan objechives, fuel products were outsourced to an external petroleum
company for direct supply to Company mobile equipment

. All Preference Shares ‘A, ‘B’ and Special ‘A’ were converted to Ordinary shares after full settlement

of accumulated dividends, as resolved in the Annual Extraordinary General Meeting No (35) held on
16th October 1999.

(5) Forecast

» Sugar production target for next Crop 2009/10 amounts to 406,000 MT
« Other production targets for next Crop 2009/10 are :

- Animal Feed 600,000 MT
{(which includes 500,000 MT of green fodder)

- Ethanol Plant 60 Million Lires

- Other production targets were set for the Produce Farm and KEM.

- Next year preparations were effected based to achieve the Five Year Plan objectives, and taking
all measures to avoid setbacks experienced this Crop season
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{6) Share Capital Funding

The authorised share capital amounts to SDG 590,000 and the paid-up capital amounts to
SDG 560,550 (before adiusting for inflation). Share capitai 1s held in the following percent-
ages as at 30th September 2009

%
Government of the Republic of Sudan 3533
Kuwalt investment Authority 30.64
Government of the Kingdom of Saudi Arabia 10 97
The Arab Investment Company 6.99
Industrial Development Bank 5.69
The Arab Authority for Agncultural Investment & Development 5 59 .
Consortium of Sudanese Commercial Banks 4 A7
Sojitz Corporation 016
Gulf Fisheries Company 016 -
TOTAL 100.00

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

Consortium of Sudanese
Commerctal Banks
447%

|
.
The Arab Authonty
for Agneultural Investment
& Development
559
g 3
Industnal Sopts Corporation
Devselaorﬂ:'nent 0 18%
589%
.
Auwvall Invesiment
, 30.64% Gulf Fishenes
| Cormpany . Company
699% 0 16%

Govem'l:nent of
the Kingdon: of
Sudh Araba
10 97
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The directors are responsible for the preparabion and fair presentation of these financial
statements 1n accordance with International Financial Reporting Standards This responstbil-
ity includes designing, implementing and maintaining internal controls relevant to the prepa-
ration and fair presentation of financial statements that are free from matenal misstatement,
whether due to fraud or error, selecting and applying appropnate accounting policies, and
making accounting estmates that are reasonable in the circumstances

The directors accept responsibiiity for the annual financial statements, which have been
prepared using appropriate accounting policies supported by reasonable and prudent judg-
ments and estimates, in conformity with International Financial Reporting Standards. The
directors are of the opinion that the financial statements give a true and fair view of the state
of the financial 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 atiention of the directors to indicate that the company will not
remain a going concern for at least the next twelve months fromn the date of this statement

ﬁ < e
B == =

)

Director Director

17 November 2009
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS
OF KENANA SUGAR COMPANY ELIMITED

We have audited the accompanying separate financial statements of Kenana Sugar Company
Limited, set out on pages 10 to 41 which comprise the balance sheet as at 30 September 2009, and
the ncome 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.

Directors’ Responsibility for the Financial Statements

The directors are responsible for the preparation and fair 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 estimates that are reason-
able in the circumstances.

Auditors’ Responsibility

Our responsibility 1s to express an opinion on these financial statements based on our audit We con-
ducted our audit in accordance with International 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 audtit involves performing procedures to obtain audit evidence about the amounts and disclo-
sures n the financial statements. The procedures selected depend on our judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud
or error. In making those risk assessments, we considered the internal controls relevant to the
company’s preparation and fair presentation of the financial statements in order to design audit pro-
cedures that were appropnate 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 account-
ing 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 obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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Opinion

in our opinion, the accompanying financial statements give a true and fair view of the financiat
position of the company as at 30 September 2009 and of its profit and cash flows for the year then
ended in accordance with International Financial Reporting Standards.

Medide ~ TRo— P e das
Deloitte & Touche Abdel Latif, Eltayeb, Bushra & Co
Certified Public Accountants (Kenya) Chartered Certified Accountants
17 November 2009 17 November 2008

Nairobt Khartoum
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KENANA SUGAR COMPANY LiMITED

INCOME STATEMENT

FOR THE YEAR ENDED 30 SEPTEMEER 2008

SALES

COST OF SALES

GROSS PROFIT

OTHER OPERATING INCOME

FINANCE INCOME

SERVICES AND OTHER EXPENSES
OTHER ADMINISTRATION EXPENSES
SELLING AND DISTRIBUTION EXPENSES

FINANCE COSTS

PROFIT BEFORE TAX
TAXATION

PROFIT FOR THE YEAR

DIVIDENDS PER SHARE - PROPOSED11

Note

10

2009
SDG '000

825,812

(561,754)

264,058

85,470
228
(41,937)
(103,383)
(59,702)

(1,576)

143,158

(12,616)

130,542

e e, . e e

SDG 0.1050

2008
SDG 000

720,099

(368,171)

351,928

8,837
159
(47,581)
(101,670)
(59,364)

(16,720)

135,589

(13,463)

122,128

SDG 0.0967




' KENARA SUGAR COMPANY LIMITED

ASSETS

None -current Assets
Property, plant and equipment
Intangible assets

Investiments in subsidianes
investment In associate
Other equity investment

Biological assets - livestock and forests

Current assets

Inventones

Trade and other recewvables
Biological assets - growing cane
Tax prepayment

Held to matunty - fixed deposits
Due from related parties

Cash on hand and bank balances

Total assets

EQUITY AND LIABILITIES
Capital and reserves
Share capital

General reserve

Retained earnings

Total equity

Non - current liabilities
Retirement benefit obligations

Current habilities

Borrowings

Due to related parties
Accounts payable and accruals

Total equity and habilities

BALANCE SHEET

30 SEPTEMBER 2009
Note 2009 2008
SDG '000 SDG '000
12 665,512 636,905
13 9,115 10,255
14 12,870 12,870
15 158,647 118,892
16 2,000 2,000
17(a) 13,731 13,405
861,875 794,327
18 182,722 237,147
19 119,389 113,145
17(b) 166,266 120,242
20 - 12,616
21 16,995 10,907
22 61,450 8,851
23 15,455 43,118
562,277 546,026
1,424,152 1,340,353
24 560 560
25 42,718 36,191
956,194 886,429
999,472 923,180
26 158,495 156,502
158,495 156,502
27 112,475 172,700
22 10,382 7,205
28 143,328 80,766
266,185 260,671
1,424 152 1,340,353

The financial statements on pages 10 to 41 were approved by the board of directors on 17

November 2002 and were
signed on its behalf by

Director
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KENANA SUGAR COMPANY LIMITED

CASH FLOW STATEMENT
FOR THE YEAR ENDED 30 SEPTEMBER 2009

Notes

OPERATING ACTIVITIES

Cash generated from operations
Interest received

Interest paid

Net cash from operating activities

29 (a)

INVESTMENT ACTIVITIES

Purchase of property, plant and eguipment

Purchase of intangible assets

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

Increase In other equity investments

Net increase In held to maturity iInvestments - fixed deposits
Net cash used in investing achvities

FINANCING ACTIVITIES

Dividends paid

Loan repayments

Net cash used In financing activities
Increase/(decrease) in cash and cash equivalents

Movement 1n cash and cash equivalent
At start of the year
Increase/(decrease) in the year

At end of the year

29 (b)

2009 2008
SDG '000 SDG '000
244,378 88,369
228 159
(9,749) (10,012)
234,857 78,516
(103,123) (113,299)
- (11,395)
921 4,279
(39,755) (57,009)
- (1,920)
(6,088) (8,322)
(148,045) (187,666)
(54,250) (50,750)
(2,411) (4,356)
(56,661) (55,106)
30,151 (164,256)
(127,171) 37,085
30,151 (164,256)
(97.020) (127,171)




ANNUAL REPGRT AND ACCOUNTS
FOR THE YEAR ENDED
30 SEFTEMBER 2008

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2009

1. PRINCIPAL ACTIVITIES

The Company 1s a limited liabihty Company registered and domiciled under the Companies Law of
the Republic of Sudan with the certrficate 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 is to grow and refine sugar cane and sell sugar and related by-prod-
ucts

2. SIGNIFICANT ACCOUNTING POLICIES

Statement of compliance

These separate financial statements are prepared in accordance with International Financial
Reporting Standards. The Company also produces consolidated financial statements available for
shareholders as required by IAS 27 on consolidated and separate financial statements The princi-
pal accounting policies adopted In the preparation of these financial statements are set out below
Adoption of new and revised International Financial Reporting Standards

(1) Standards and interpretations effective in the current period

None of the new and revised standards and interpretations effective during the current period has
resulted in a change in the company’s accounting policies.

(n) New and revised standards and interpretations in i1ssue but not yet effective
The following standards will be relevant to the financial statements of the company, when effective
IAS 1 (Revised), ‘Presentation of financial statements’

JAS 1 (Rewvised), ‘Presentation of financial statements’ was 1ssued in September 2007 and will be
effective for annual penods beginning on or after 1 July 2009.

The revised standard introduces the concept of a statement of comprehensive income, which
enables users of the financial statements to analyse changes in a company’s equity resulting from
fransactions with owners separately from non-owner changes.

7] -




All non-owner changes In equity will be required
to be shown in a performance statement, but
provides the option of presenting items of
income and expense and components of other
comprehensive Income etther as a single state-
ment of comprehensive Income or In two
separate statements, the income statement and
staterment of comprehensive income

The previous version of IAS 1 used the titles
‘balance sheet’ and ‘cash flow statement’ to
describe two of the statemeris within a
compiete set of financial statements The
revised IAS 1 uses ‘statement of financial
position’ and ‘statement of cash flows’ respec-
tively for those statements

{AS 23 (Revised), Borrowing Costs

IAS 23 (Revised) “Borrowing Cosis” was issued
in March 2007 and will be effective for annual
periods beginning on or after 1 January 2009 It
requires the capitalisation of borrowing costs, to
the extent they are directly attributable to the
acquisthion, production or construcuion of a quall-
fying asset The existing option of immediate
recognition of those borrowing costs as an
expense has been removed The company IS
currently assessing the impact and expected
uming of adoption of this standard on the
company’s results and financial position.




ANNUAL REPORT AND ACCOUNTS

FOR THE YEAR ENDED
30 SEPTEMBER 2009

NOTES TO THE FINANCIAL STATEMENTS (Continued)

2 SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

(n) New and revised standards and interpretations in issue but not yet effective (continued)
IFRS 8, Operating segments

IFRS 8, ‘Operating segments’, replaces IAS 14, 'Segment reporting’ The new standard requires a
‘management approach’, under which segment information 1s presented on the same basis as that
used for internal reporting purposes The segments will be reported in a manner that 1s consistent
with the intermal reporting provided to the chief operating decision-maker.

IFRS 3, 1AS 27 and IAS 28 .Rewision on applying the acquisition method and related changes

IAS 41 :Improvements 1ssued in May 2008 effective 1 Jan 2009 — mainly changes in the wording for
example the definition “point-of-sale costs” replaced by “costs to sell”

Basis of preparation

The financial statements are prepared under the histoncal cost convention as modtfied by the revalu-
ation of certain assets.

Revenue recognmition

Revenue comprises the fair value of the consideration received or receivable 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 1s
probable that future economic benefits will flow to the enhty and when specific criteria have been
met for each of the Company’s acttviies as descnbed below. The amount of revenue is not consid-
ered to be reliably measurable until all contingencies relating to the sale have been resoived The
Company bases its estimates on histoncal results, taking into consideration the type of customer,
the type of transaction and the specifics of each arrangement.
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(1) Sale of goods

Revenue from sale of goods 1s recognised when significant risks and rewards of ownership of the
geods are transferred to the buyer

{n) Interest Income
Interest income 1s recognised when the right to receive payment 1s established

(m) Dividend Income
Dvidend income 1s recogrised when the nght to receive payment ts established

(iv) Long term contracts for the proviston of services

Revenue associated with long term contracts I1s recognised by reference to 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 meaasured reliably

Research costs

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

2 SIGNIFICANT ACCOUNTING POLICIES (Continued)
Foreign currency franslation

The Company maintains 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
balance sheet date was Sudanese 2ounds 2 355 (2008 - Sudanese Pounds 2 156) Transactions in
foreign currencies are translated tc the Sudanese Pounds at the rates of exchange 1ssued by the
Bank of Sudan at the beginning of 2ach quarter in which they occur Monetary assets and habilities
denominated n foreign currencies are retransiated at the rate of exchange ruling at the balance
sheet date All realised and unrezaiised exchange differences are recogrused in the Income state-
ment

Inventory
Raw matenals, consumables, and sugar inventories are valued at the lower of cost and net realis-
able value. Cost s determined usirg the weighted average method Costs represent the expenses

incurred in bringing each product 1o its present location 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 normal level of activity




‘I ANNUAL REPORT ANB ACCOUNTS
FOR THE YEAR ENBED
30 SEPTEMBER 2009

Biological assets
Growing cane

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

The fair value of growing cane 1s 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 estmated costs for harvesting and transport. The estimated
sucrose content requires management to assess the expected cane and sucrose yields for the fol-
lowing season considering weather conditions and harvesting programs. In assessing the estimated
sucrose price, management I1s required to assess Into which markets the forthcoming crop will be
sold and assess domestic and export prices as well as the related foreign curency exchange rates.

Immature growing cane I1s valued at cost as cost approximates fair value because little biological
transformation 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-
mined upon the age and size of the animals and market price. Market price 1s determined on the
basis that the ammal is sold to be slaughtered Livestock held for sale are classified as consumable
biological assets

Forests
Forests have been stated at their fair value less estimated pomnt-of-sale costs.

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

2 SIGNIFICANT ACCOUNTING POLICIES (Continued)
Employees’ end of service benefits

The Company provides for amounts payable under the Company’s end of service benefits schemes
applicable to employees’ accumulated periods 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 contributions although
its current practice I1s to increase the historical amounts payable at rates of pay of employees
increase
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The end of service benefits schemes are currently accounted for as defined contribution 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 time from the Government
in exchange for treating all business profit taxes that would have become payable by the Company
for the ten year period ending 30 September 2011 as having been settled

Duning the ten year peniod of the agreement, which commenced on 1st October 2001, the tax prepay-
ment Is amortised to the income statement at amounts equivalent to the tax that would otherwise
have been payable on annual taxable profit The amount at each balance sheet date to be carned
forward as a prepayment against future taxable profits 1s re-assessed annually and any adjustment
required (if any) 1s charged to the income statement in that year.

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 1AS 29 -Financial Reporting 1n
Hypennflationary Economies

Finance costs dwrectly attributable 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 estmated useful ives of the assets for the calculation of depreciation are as follows.

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

The annual depreciation on the revaluation surplus element of property, plant and equipment is
transferred from the revaluation surplus to retained earnings.
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Gans and losses on disposal of property, plant and equipment are determined by reference to therr
camrying amounts and are taken ito account in determining 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

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Intangible assets

Intangible assets compnse of computer software costs which are stated at cost less accumulated
amaorfisation and any impawrment losses Amortisation i1s calculated to write off the cost of computer
software on a straight line basis over its estimated 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 and intangible
assets (or cash-generating units) to determine whether there 1s any indication that those assets
have suffered an impairmentloss If any such indication exists, the recoverable amount of the asset
1s estimated in order to determine the extent of the impairment loss (if any)

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

Where an impairment loss subsequently reverses, the carrying amount of the asset Is ncreased to
the revised estimate of its recoverable amount and the increase is recognized as income immedi-
ately, provided that the increased carrying amount does not exceed the carrying amount that woulid
have been determined had no impawment loss been recognized sarlier

Provisions

Provisions 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
reliable estimate of the amaount of the abligation can be made. )

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

1 Current taxation is provided on the basis of the results for the year as shown in the financial state-
ments, adjusted in accordance with tax legislation.
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Deferred income tax ts provided, using the hability method, for all temporary differences arising
between the tax bases of assets and liabilities and their carrying values for financial reporting
purposes Currently enacted tax rates are used to determine deferred iIncome tax

Financial instruments

Financial assets and financial habiltties are recognised in the company’s balance sheet when the
company becomes a party to the contractual provisions of the instrument.

(1) Fmnancial Assets

The company classifies its financial assets into the following categones Financial assets at fawr
value through profit or loss, loans and receivables; held- to- matunty investments, and available-for-

sale assets Management determines the appropnate classification of its investments at initial recog-
nition.

Financial assets at fair value through profit or loss
This category has two sub-categories Financial assets held for trading and those designated at farr

value through profit or loss at inception Afinancial asset s classified in this category 1f acquired prin-
cipally for the purpose of selling in the short term or If so designated by management

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

() Financial Assets (Continued)

Loans and recevables

Loans and recewvables 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 receivable.

Held to matunty

Held-to-matunty investments are non-denvative financial assets with fixed or deterrinable
payments and fixed maturifies that management has the positive intentton and ability to hold to
maturity Where a sale occurs other than an insignificant amount of held-to-matunty assets, the
entire category would be tainted and classified as avaiable for sale

Available-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 receivables, or (c) financial assets held to matunty
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Financial assets are inihally recognised at fair value plus transaction costs for all financial assets not
carrted at fair value through profit or loss. Financial assets are derecognised when the nights to
receive cash flows from the financial assets have expired or where the company has transferred sub-
stantially all nsks and rewards of ownership

Avallable-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-matunty investments are camed at
amnortised cost using the effective interest method Gains and losses ansing from changes in the fair
value of “financial assets at fair value through profit or loss” are included in the iIncome statement in
the penod in which they anse Gains and losses ansing from changes n the fair value of available-
for-sale financial assets are recognised directly in equity, until the financial asset is derecognised or
impaired, at which time the cumulative gain or loss previously recognised in equity is recognised n
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 convertible to known amounts of cash and which were within three months to
matunty when acquired; less advances from banks repayable within three months from the date of
the advance

Trade receivables

Trade receivables are recognised inthally 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 is estabhished when there 1s objective evidence that the company will not be able
to collect all amounts due according to the original terms of the recevables The amount of provi-
sion 1s the difference between the carrying amount and the estimated recoverable amount

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

(1} Financial Assets {Continued)

Impairment of financial assets

The company assesses at each balance sheet date whether there I1s objective evidence that a finan-
cial asset or a group of financial assets, other than investmenis at fair value through profit or loss, 1s
impaired A financial asset or a group of financial assets 1s impaired and impairment 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 inthal 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 is objective evidence that an impairment loss on leans and receivables carried at amortised
cost has been mcurred, 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 financial asset's original effective interest rate. The
carrying amount of the asset 1s reduced through the use of an allowance account and the amount of
the loss is recognised in the income statement If a loan has a vanable interest rate, the discount

rate for measuring any impairmert loss is the current effective Interest rate determined under the
coniract.

As a practical expedient, the company may measure iImpairment on the basis of an instrument’s fair
value using an observable market onice

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 asseis by being indicative of the debtors’ ability to pay all amounts due
according to the contractual terms of the assets being evaluated

When a receivable 1s known to be uncoliectible, all the necessary legal procedures have been com-
pleted, and the final loss has been determined, the receivabie 1s written off against the related provi-
sion for recervables impairment  Such recewvables are written off after all the necessary procedures
have been completed and the amount of the loss has been determined. Subsequent recoveries of
amounts previcusly written off are '‘ncluded in the income statement

if, In a subsequent penod, the amount of the impairment loss decreases and the decrease can be
related objectively {o an event occurring after the impairment was recognised (such as an improve-
ment in the debitor's credit rating), the previously recognised impairment loss 1s reversed by adjust-
ing the allowance account The amount of the reversal is recognised Iin the income staternent

In the case of equity investmenis ciassified as avallable-for-sale, a significant or prolonged decline
in the farr value of the securnty below its cost 1s 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 loss — 1s removed from equity and
recognised In the income statement. Impairment losses recognised in the Income statement on
equity instruments are not reversed through the income statement
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)
{n) Financial habilities

Bank borrowings

Borrowings are recognised inmitially 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 iIncome statement over the period of the borrow-
Ings using the effective interest method Borrowings are classified as cument habilites 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 therr nominal value.
(m) Gains and losses

Gains or losses on revaluation of financial assets and financial habilities carned at fair value are
dealt with as follows:

+ For financial assets and financizi llabilities classified as fair value through profit or loss, the gains
or losses are recognised through the income statement; and

= For financial assets and financial liabiliies classified as avallable 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 habilites camed at amortised cost, gains or losses are recog-
nised in profit or loss when the financial asset or financial hability 1s derecognised or impaired, and
through the amortisation process

Investment in subsidiaries

The investments in subsidianes are stated at their acquisition cost less any accumulated impairment
losses.

Investments in associate companies

investments in associated companies are carried at cost iess any accumulated impairment losses.
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Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of a quali-
fying 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 distnibuted to the Company’s shareholders are recognised as
a liability 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 presentation in
the current year

3 CRITICAL ACCOUNTING JUDGMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

in the process of applying the company’s accounting policies, management has made judgments,
estimates and assumptions that affect the reported amounts of assets and liabilities within the next
financial period. Eshtmates and judgments are continually evaluated and are based on histonical
experience and other factors including expectations of future events that are believed to be reason-
able under the circumstances These are deali with below

() Cntical judgments in applying the entity’s accounting policies

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results The estimates and assumptions
that have a significant nsk of causing a matenal adjustment to the carrying amounts of assets and
liabiities 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 i1s still In the start-up phase 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 calculations These calculations require the use of esti-
mates

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

The company has invested in White Nile Sugar Company Limited (WNSC) an upcoming project
Management have assessed whether the company’s investment n WNSC has suffered any impair-
ment The project is still in the formative stages and management estimate 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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)Key sources of estimation uncertainty

Praperty, plant and equipment

Critical 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 crcumstances or prospective uthsation of the assets con-
cerned could resuit in the actual useful ives or residual values diffenng from imitial estimates.

Biological assets

In determining the fair value of biclogical assets , the company uses the present value of expected
cash flows from the asset discounted at the current market determined pre tax rate. The objective of
a calcuiation of the present value of expected net cash flows is to determine the fair value of a biologi-
cal asset In its present location ana condition. The company considers this in determining an appro- I
prniate discount rate to be used and in estmating expected net cash flows Management uses
estimates based on histoncal data relating to yields, prnices of made tea and exchange rates The
methodology and assumptions used for estimating both the amount and timing of future cash flows |
are reviewed to reduce any differences between estimates and actual experience. |

Impairment losses

At each balance sheet date, the company reviews the cairying amounts of its tangible and intangible
assels to determine whether there is any indication that those assets have suffered an impairment
loss If any such Indication exists, ihe recoverable amount of the asset 1s estimated in order to deter-
mine the extent of the impairment loss Where 1t 1s not possible to estimate the recoverable amount
of an individual asset, the company estimates the recoverable amount of the cash generating unit
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 reversal of an impairment loss, other than that
ansing from goodwill, is 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 cntical judgement in applying the Company's
accounting policies
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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 unrestncted nght
to export the other half under guarantee of contracts and payment shall be made through letters of
credtt 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 is based on
the budgeted total operating costs, finance costs and property piant and equipment depreciation,
plus a profit margin

The analysis of all categores of sales is as follows-

2009 2009 2008 2008

Metric Metric
Tonnes SDGE’000 Tonnes SDG’000
Domestic market quota 150,000 210,093 150,000 210,093
Export quota (Government) 188,292 263,337 239,695 335,722
Export quota (Others) 30,223 43,299 30,482 53,174
Small packages - - 204 286
Imported white sugar 64,293 110,468 - -
Treacie - - 426 233
Refined sugar 57,449 80,465 33,881 47,455
Molasses 33,534 6 357 107,357 12,593
Ethanol 60,000 52 - -
Animal feed 31,172 16,602 37,199 9,802
Produce farm and forestry n/a 16,646 n/a 6,647
Transportation, handiing and storage n/a 41,677 n/a 22,494
White Nile Sugar Company n/a 36,816 n/a 21,600
825,812 720,099




5COST OF SALES

2009 2008

SDG'000 SDG’000

Cost of cane 142,714 124,242
Harvesting and cane transportation 27,840 26,141
Factory processing 96,055 60,668
White Sugar 89,704 -
Sales from opening stock 46,823 32,757
(mported raw sugar 67,991 44,769
Others 68,719 57,544
Depreciation 21,908 22,050

561,754 368,171

6 OTHER OPERATING INCOME

2009 2008
SDG'000 SDG'000
{Loss)/gan on disposal of property, ‘

plant and eguipment (2,035) 2,903
Investment ijncome 1,843 684
Dividends received from KETS 2,970 1,980
Insurance claim* . 76,264 -
Miscellaneous 6,428 3,270

85,470 8,837

*Insurance claim relates to recoveries made in relation to factory damages caused by fire dunng
- the year amounting to SDG 15,312,000 and amount expected to be received from the insurance
companies amounting SDG 60,952,000 {note 19)
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7 FINANCE INCOME/ (COSTS)

Income-

Bank deposit Income
Costs

Bank borrowing costs

Other finance charges
Net foreign exchange gan {losses)

8 PROFIT BEFORE TAX

The profit before tax is amved at after charging/(crediting):

Depreciation on property, plant and equipment (note 12)
Amortisation of intangible assets (note 13)

Directors' remuneration

Staff costs (Note 9)

Auditors’ remuneration

Bad and doubtful debts

Dividend income

Loss/(gain) on disposal of property, plant and equipment

9 STAFF COSTS

Salanes and Wages
End of Service Gratuity
Natronal Social Insurance fund

2009 2008
SDG'000  SDG'000
228 159
(4,921) (7,824)
(4,828) (2,188)
8173 {6,708)
(1,576)  (16,720)
71,560 72,360
1,140 1,140
1,021 569
159,202 218,919
552 487

853 45
(2,970) (1,980)
2,035 (2,903)
145647 174,431
6,849 38,294
6,706 6,194
159,202 218,918
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10 TAXATION CHARGE

{a) Taxation charge

Current taxation based on the adjusted profit
for the year at 10% (2008-10%) ( note 10(d)) 12,616 13,463

12,616 13,463

(b) Reconcihation of expected tax based on
accounting profit to taxation charge

Accounting profit before taxation 143,158 135,589
Tax at the applicable rate of 10% (2008:10%) 14,316 13,559
Tax effect of expenses not deduct:ble for tax purposes 7,270 7,350
Tax effect of exemption {8,970) (7,446)

12,616 13,463

(c) Taxation prepayment

At beginning of the year 12,616 26,079
Charge for the year (12,616) (13.,463)
At end of year - 12,616
Tax prepayment to be utilised within one year (note 20) - (12,616)

Tax prepayment to be utihised after one year - -

(d) Tax computation

The notional tax on the Company’s profits before tax anse based on the country’s tax rate of 10%
(2008 10%) as follows
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2009 2008

SDG000 SDG000

Profit before tax for the year 143,158 135,589
Add depreciation and amortisation for the year 72,700 73,500

215,858 209,089
Less' Exemption (per the Act.)

Year 1 (2000) SDG. 36,863 X 70% (25,804)  (25,804)
Year 2 (2001) SDG 36,022 X 50% (18,011)  (18,011)
Year 3 (2002) SDG 34,964 X 30% (10,489)  (10,489)

Year 4 (2003) SDG. 28,538 X 10% (2,854)  (2,854)
Year 5 (2004) SDG. 23,982 X 0% -

158,700 151,931

@ 10 % (2008 10%) 15,870 15,193
Tax exemption (3,254) (1,730)
12,616 13,463

The exemptton for years 1-5 have been assessed In accordance with the Income Tax Order Treating
of Assets Depreciation issued by the Ministry of Finance - August 1997

11 PROPOSED DIVIDENDS

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

2009 2008

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
All shares (ordinary and preference) 58,875 26,567
TOTAL PREFERENCE AND ORDINARY SHARES’ DIVIDENDS 68,875 54,250 -

The dividends paid in 2009 and 2008 were SDG 54,250 thousand (SDG 0.13 per 10% 'special cumu-
lative convertible preference A share and SDG 0 07 per all shares) and SDG 50,750 thousand (SDG
0.12 per 10% ‘special cumulative convertible preference A’ share and SDG 0 07 per all other shares)
respectively. A dividend in respect of the year ended 30 September 2009 of SDG 0.1050 per share,
amounting to a total dividend of SDG 58,875,000, 1s to be proposed at the Annual General Meeting
These financial statements do not reflect this dividend payable.
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12 PROPERTY, PLANT AND EQUIPMENT

Cther buiidings,

equipment,
Land, machinery, Agncultural
permzanent  pumps, equipment and Vehicles  Capital
bulldings and appliances and excavation and cther work In
infrastructure  fumiture machinery assets progress  Total

At 1 October 2007 814,265  1,425.997 349,481 81,676 7,341 2,678,760
Additions 14,184 12,131 7,500 1,698 77,776 113,299
Disposals - (122) (18,868) (11,499) - (30,489)
At 30 September 2008 828,459 1,438,006 338,113 71,875 85,117 2,761,570
At 1 QOctober 2008 828,459 1,438,006 338,113 71,875 85,117 2,761,570
Addibons 23,046 24,467 26,945 10,082 18,583 103,123
Transfers from work 1n progress - 76,021 - - (76,021) -
Disposals {1.290) 92) (16,893) (2.685) - (20,860)
At 30 September 2009 850,215 1,538,402 348,165 79,272 27,679 2,843,733
COMPRISING
Cost 269,596 573,460 163,079 43,837 27,679 1,077,751
IAS 29 restatement 580,619 964,942 185,086 35,335 - 1,765,982
850,215 1,538,402 348,165 79,272 27679 2,843,733
DEPRECIATION
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 4374 - 72,360
Elimimation 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
At 1 October 2008 598,213 1,165,251 289,877 70,624 - 2,124,665
Charge for the year 9,810 39,672 18,012 4,066 - 71,560
Elimination on disposals (390) (54} (15,021) {2,539) - (18,004)
At 30 September 2009 608,333 1,204,869 292,868 72,151 - 2,178,221
NET BOOK VALUE
At 30 September 2009 241,882 333,533 55,297 7,121 27,679 665,512
At 30 September 2008 229,546 272,755 48,236 1,251 85,117 636,905

Property, plant and equipment with a cost of SDG 137,923,909 (2008 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 22,540,316. (2008 SDG 16,512,261)

Capital work n progress relates mainly to construction of an office complex at Kenana site
Property, plant and equipment pledged by the company to secure liabilities to third parties are as dis-
closed in note 27
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13 INTANGIBLE ASSETS

COMPUTER SOFTWARE
2009 2008
SDG'000 SDG000
CcOosT
At start of year 11,395 -
Additions dunng the year - 11,385
At end of the year _ 11,385 11,395
AMORTISATION
At start of year 1,140 -
Charge for the year 1,140 1,14
At end of year 2,280 1,140
NET BOOK VALUE
At 30 September 9,115 10,255
14 INVESTMENTS IN SUBSIDIARIES -
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
Percentage Country of
Company Holding Incorporation  Principal activity
Kenana Engineernng & Technical 99% Sudan Provision of technical :
Services Limited and engineering services
Kenana Friesland Dairy Limited 83% Sudan Manufacture of daury products
Kenana Sugar Free Zone 80% UAE —-Dubar  Logistics and marketing
Company Ltd

2




The company acquired additional shares dunng the year amounting to SDG 2,594,670 at no cost 1n

Kenana Fnesland Dairy Limited resulting to an increase in its share from 66% in 2008 to 83% n
2008.

The investments in subsidianes are at cost and were not impaired as at the close of the year

15. INVESTMENTS IN ASSOCIATE

2009 2008
SDG'000 SDG'000
White Nile Sugar Company Limited 158,647 118,892
The movement during the year was as follows
At stari of the year 118,892 -
Transfer from other assets - 61,883
Acquired during the year 39,755 57,009
At end of the year 158,647 118,892

The investment in associate 1s at cost and was not iImpaired as at the close of the year.

15 INVESTMENTS IN ASSCCIATE (Continued
White Nile Sugar Company Limized (WNSC)

Kenana Sugar Company Limited owned 26% of the total equity of WNSC as at 30 September 2008.
During the year the company acquired 17,396 additional shares at a cost of SDG 39,755,201 increas-
ing the ownership from 26% to 33%. As at 30 September 2009, the investment n WNSC stood at
US$ 78 886 million {(2008: US$ 61.880 miilion)

WNSC 1s a private limited hability company registered and incorporated in Khartoum in Apnil 1999.
The company farms and factory located at White Nile State are under construction and it's expected
to commence operations In November 2011
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16 OTHER EQUITY INVESTMENT

Unquoted: At cost

2009 2008

SDG’ 000 SDG’000

Bank of Khartoum Investment Property 2000 2,000
2,000 2,000

Cther equity Investment 1s not impaired

Bank of Khartoum investment property

This relates to the company’s participation In an investmeni property owned by the Bank of
Khartoum Kenana Sugar Company Limited has 200,000 shares of 10 SDG each Kenana Sugar
Company Limited owns § 2% of the Bank of Khartoum investment property

Durning the year income earned from this investments amounted to SDG 248,000 (2008 SDG
120,000) and have have been inciuded under other operating income

17 a) BIOLOGICAL ASSETS - Livestock and Forests

Forests Livestock 2009 2008
SDG'000 SDG000 SDG000  SDG'000
Carrying amount at beginning of year 5,787 7,618 13 405 15,035
Increases due to purchases 1,102 6,519 7,621 1,780
Decrease due to sales (1,121)  (11,380) (12,501) 6,441
5,768 2,757 8,525 10,374
Changes in fair value (1,305) 6,511 5,206 3,031 i
Carrying amount at end of year 4,463 9,268 13,731 13,405

| IS———— ;) g




Significant assumptions made n 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 penod of the forest 1s 5 years Immature forests are valued at cost.
- Mature livestock are valued at market pnce and immature livestock are valued at cost

17 b) BIOLOGICAL ASSETS - Growing Cane

2009 2008
SDG'000 SDG'000

At beginning of the year 120,242 103,469
Additions at cost 150,321 117,531
Decrease due to harvest (108,020} (94,928)

162,543 126,072
Changes 1n fair value 3,723 (5,830)
Carrying amount at the end of the year 166,266 120,242

Signsficant assumptions made in determining the farr values of biological assets and agricultural
produce are

2009 2008

. Estimated yreld (tons caneffeddan) 42 45 47.45

« The valuation 1s based on ex-factory selling price of SDG 1,400 per MT of sugar worked backwards
to tones of sugar produced per tone of cane ie 1MT of cane produces 0 0955 MT of sugar
(2007/2008 0 1091 MT of sugar)

- Every cane planted wili be harvested within 12-14 months New plant will iast for 6 years 1e 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 vanous stages of growth
wili 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 10% (2008 8 %) which i1s the equivalent to the average bank borrowing
rates as at the close of the year
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18 INVENTORIES
2009 2008
SDG'000 SDG'000
Sugar 22,254 46,823
Raw sugar - 17,876
Animal feed 9,448 1,430
Ethanol 6,978 -
Molasses 1,108 -
Spare parts, fuel and others 142,934 171,018

182,722 237,147

inventones pledged by the company to secure habilibes to third parties are as disclosed in note 27.

19 TRADE AND OTHER RECEIVABLES

2009 2008
SDG'000  SDG'000 )

Advances to supphers 39,388 56,769
Trade accounts receivable 3,142 35,670
Advances to employees 13,462 18,787
Prepayments 1,804 1,355
Other receivables 541 564
Insurance claim receivable (note 6) 60,952 -
119,389 113,145

20 TAX PREPAYMENT
At beginning of the year 12,616 26,072
Charge for the year (note 10) (12,616} (13,463}
At end of year - 12,616
Tax prepayment to be utiised within one year - (12,616)

Tax prepayment to be utiised after one year -

n late 1999 the Company agreed with the Minister of Finance. on behalf of the Government of
Repubtic of the Sudan to forfeit/give up the trade recervable 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.

g o




IDuring the ten year period of the tax agreement the tax prepayment is being amortised to the
Income statement in ine with tax that would otherwise have been payable Year 2008/2009 is the
8th year of the arrangement The amortisation of the tax prepayment charged to the income state-
ment for the year was SDG 12,616 thousand (assessed In accordance with the Income Tax Order

Treating of Assets Deprectation issued by the Ministry of Finance — August 1997) (2008 - SDG
13,463 thousand).

21 HELD TO MATURITY INVESTMENTS - FIXED DEPOSITS

2009 2008
SDG’000 SDG000

Held to matunity — at amortised cost;
Shahama nvestments 3,383 2,907
Bank of Khartoum deposits 10,000 -
Bnitish Arab Commercial bank deposits 3,511 -
El Nilein bank deposits 101 8,000
16,995 10,907

Shahama nvestments earn interest at an average rate of 14% - 16% and mature on 31 March 2010

El Nilein bank deposits earn an interest of 10% per annum and the principal amounts were liquidated
during the year.

British Arab Commercial Bank deposits are in Euro, earns an interest of 0 70% and mature on 16
March 2010.

Bank of Khartoum deposits are being maintained as a secunty for the loan faciities and the targeted
expected profit rates are 5%.

22 RELATED PARTY BALANCES

a) Nature of related party relationships

Related parties comprise the shareholders, directors, key management personnel and business
entibies in which they have the ability to control or exercise significant influence in financial and oper-
ating decisions.

The company is related to:

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

nKenana Engineering and Techrical Services Limited, 99 % owned subsidiary of Kenana Sugar
Company Limited

m) Kenana Friesland Dairy Limited, 83%, (2008 66%) owned subsidiary of Kenana Sugar Company
Limited.

iv) Kenana Sugar Free Zone Company Limited 80% owned subsidiary of Kenana Sugar Company
Lirmited

v) Whiie Nile Sugar Company (WNSC), 33 % (2008 26%) equity parhicipation of Kenana Sugar
Company Limited
vi) The thirteen members of the Board of Directors, who have voting nghts
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b) Due from related parties

Kenana Friesland Dairy Limited
Kenana Sugar Free Zone Company Limited
White Nile Sugar Company Limited”

2009
SDG'000

11,506

5,293
44,651
61,450

2008
SDG' 000

7,213
1,521

117
8,851

*Amount due from White Nile Sugar Company Limited was subsequently converted to Share

Capital in October 2009.

c) Due to related parties

Kenana Engineenng & Techmical Services Limited

23 CASH ON HAND AND BANK BALANCES

Cash on hand
Bank balances

&)

2009 2008
SDG'000 SDG' 000
10,382 7,205
10,382 7,205
2008 2008
SDG’ 000 SbG'000
268 198
15,187 42,920
15,455 43,118




24 SHARE CAPITAL
Authorised Share Capital

2009 2008
No of Shares (Thousand) SDG'000 SDG'000
590,000 Ordinary shares of Sudanese 590 76
Piasters 10 each
- 10% Cumulative, participat- - 156
ing convertible Preference
shares “A” of Sudanese
Piasters 10 each
- 10% Special, cumulative, par- - 234

haipating, convertible
Preference shares “A” of
Sudanese Piasiers 10 each
- 8% Cumulative, participating, - 124

convertible Preference
shares “B" of Sudanese
Piasters 10 each

- 590,000 590 590

Subscribed and fully paid up Capital

No of Shares (Thousand)
560,545 Ordinary shares 560 76
- 10% Cumulative, partici- - 155
pating, convertible pref-
erence shares “A”
- 10% Special, cumula- - 206
tive, participating, con-
veruble preferences
shares “A”
- 8% Cumulative, partici- - 123
paung, convertible pref-
erences shares “B”
60,545 560 560

Par value per share 1s SDG 1.
Preference shares

On 30 September 2008, all the preference shares converted to ordinary shares.
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24 SHARE CAPITAL (Continued

Number of Shares Value
Ordinary  Preference Ordinary Preference
Movement in 1ssued share capttal In'000 In '000 SDGQ00  SDG0DO0
As at 1 October 2008 76,470 484 075 76 484
Preference shares converted during the year 484,075 (484.,075) 484 (484)
As at 30 September 2009 560,545 - 560 -

25 GENERAL RESERVE

The shareholders have resolved to set aside a general reserve of 5% from the Company’s annual
net profit This reserve 1s under the Board of Directors’ discretion, in accordance with its authori-
ties as stated in Article 115 of the Company’s Memorandum of Association The movement during

the year I1s as shown on page 12

26 RETIREMENT BENEFIT OBLIGATIONS

QOpening balance
Provision for the year
Payments made during the year

Balance at 30 September

27 BORROWINGS

OPEC loan
Bank overdraft

Repayable within one year

Repayable after one year

2009 2008
SDG’ 000 SDG'000
156,502 199,890
16,693 21,511
(14,700) (64,899)
158,495 156,502

- 2,411

112,475 170,289
112,475 172,700
(112,475) (172,700)




The movement in the borrowings per lender was as follows:

Balance
Balance as at Movement in as at 30
OPEC loan 1 Qctober 2008 New financing Repayments overdrafts September 2009
Overdrafts  SDG'000 SDG'000 SDG'000 SDG'000 SDG'000
2,411 - (2,411) - -
170,289 - - (57,814) 112,475
172,700 - (2,411) (57,814} 112,475
27 BORROWINGS (Continuecd)
i} OPEC Loan
2009 2008
SDG' 000 SDG ‘000
- OPEC Loan
Less - 2,41
Repayable within one year
- (2,411)

Repayable after one year

The OPEC loan amounting US § 10 million was repayable in three half-yearly instalments of
US$ 3 3 million from 8 October 2007 to 8 October 2008 and bore interest In arrears at a rate of
LIBOR plus 2 5% payable in April, and October every year

The loan was secured by US$ 20 ¢ million of property, plant and equipment and, in compliance
with the terms of the loan, US$1 3 million was held in an escrow account

The loan was fully repaid dunng the year |

n)Bank overdrafts

- The company has a loan facility with Bank of Khartoum of SDG 200,000,000 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 66,160,987
The facility 1s secured by
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« Trust receipts of 76,500 tons of Sugar n favor of Bank of Khartoum coverng 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 1s
obliged to supply Bank of Khartoum with a cash deposit as a secunty coverng the shorifall, 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 pencd in Kenana Sugar Company Limited current accounts at Bank of Khartoum

« Maintaining a SDG 10,000,000 minimum average balance over the course of the year ascertained
every 4 months In Kenana Sugar Company Limited saving pius accounts at Bank of Khartoum
Targeted expected profit rates 1n the saving plus accounts are 5%

28 ACCOUNTS PAYABLE AND ACCRUALS

2009 2008

SDG000 SDG'000

Trade accountis payable 18,952 9,604
Taxes and customs duties on sales 3,792 7,002
Other payables 102,312 25,237
Dwidends payable 6,864 26,300
lLeave pay accrual 6,922 8,239
Accrued expenses 4,486 4,384
143,328 80,766

§
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29 NOTES TO THE CASH FLOW STATEMENT

(a) Reconciliation of profit before taxation to cash generated
from operations

Profit before taxation

Adjustment for

Depreciation of property, plant and equipment
Amortisation of intangible assets

Loss/(gain) on disposal of property, plant and equipment
Finance income recogmized in profit

Finance cost recognized n profit

Fair value adjustment on biologiczal assets

Operating profit before working capital changes

Decrease in mventories

Movement 1n actual costs of biological assets — growing cane
Movement in actual costs of biological assets ~ livestock and
forests

Increase In frade and other receivable

Increasef{decrease) in trade and other payables

Increase in related party balances

Net movement in provision for retirement benefits obligations

Cash generated from operations

{b) Analysis of cash and cash equivalents

Cash and bank balances
Bank overdrafts

143,158 135,589
71,560 72,360
1,140 1,140
2,035 (2,903)
(228) (159)
9,749 10,012
{8,929) 2,799
218,485 218,838
54,425 10,907
(42,301) (22,603)
4,880 4,661
(6,244) (16,315)
62,562 (53,486)
(49,422) (10,245)
1,993 (43,388)
244378 88,369
15,455 43,118
(112,475)  (170,289)
(97,020)  (127,171)
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30 CAPITAL COMMITMENTS
2009 2008
SDG'000 SDG'000

Commitments at the year end were-

Authonsed and contracted for 32,171 85,117
Authonsed but not contracted for 62,950 57,493

95,121 142,610

31 CONTINGENT LIABILITIES

Letters of credit 48,291 33,754

32 RELATED PARTY TRANSACTIONS

The company transacts with it subsidiary companies and other companies related to it by virtue of
common shareholding

Dunng the year, the following transactions were entered into with related companies:

2009 2008
SDG'000 SDG’000

(a) Sales
Government of Sudan 473,430 545,815
Kenana Friesland Dairy Limited 2,593 2,720
White Nile Sugar Company Limited 36,333 21,600
(b) Purchases/expenses/services
Kenana Fnesland Dairy Limited 4,199 7,490 .
Kenana Engineering and Technical Services Ltd 19,839 16,116

)




(c) Key management personnel compensation

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

Salanes and other benefits 6,660 3,374

Other emoluments (included in key management
Compensation above) 1,021 569

33 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The company's activities expose 1t to a variety of financial risks, including credit risk, 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 potential
adverse effects on ifs financial performance

The company regularly reviews 1is nsk management policies and systems to reflect changes in
markets and emerging best practices Risk management is carred out by the management under
the supervision of the Board of Directors Management in conjunction with these committees then
identifies, evaluates and addresses nsks accordingly

The Board provides wntten principles for overall nsk management, as well as wntien policies
covenng specific areas such as foreign exchange nsk, interest rate nsk, credit nsk, use of non-deriva-
tive financial instruments and investing excess hquidity

In addstion, 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 risk manage-
ment and the control environment

a) Credit risk management

Credit nisk refers to the risk that counterparty will defauit on its contractual obligatons resulting in
financial loss to the company.

Credit nsk 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 risk imits are set based
on internal or external ratings 1n accordance with imits set by the Board The utilisation of credit
limits 1s regularly monitored.
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Classification of credit risk bearing assets

The table below represents company’s maximum exposure to credit nsk as at 30 September 2009

At 30 September 2009

Fully

perfforming Pastdue Imparred Total

SDG'000 SDG000 SDG'000  SDG'000
Trade and other receivables 112,896 - 6,493 119,389
Due from related companies 51,450 - - 61,450
Cash and bank balances 15,455 - - 15,455
Held to maturty investments -fixed deposits 16,995 - - 16,995
Total 206,796 - 6493 213,289

33 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

a) Credit risk management (continued)

At 30 September 2008

Fully

performing  Pastdue  Imparred Total
SDG'000 SDG'000 SDG'000 SDG000
Trade and other receivables 113,144 - 5,640 118,784
Due from related companies 8,851 - - 8,851
Cash and bank balances 43,118 - - 43,118

Held to matunty investments -
fixed deposits 10,907 - - 10,907
Total 176,020 - 5,640 181,660

The customers under the fully performing category are paying their debts as they continue trading.
The default rate 1s low

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

The debt that is impaired has been fully provided for. However, the finance department are follow-

Ing up on the impaired debt, through pursuit of the debtors, debt collectors as well as through legal
action.

U Oyy————=———=




b) Market risk management

1) Interest rate nsk

Interest rate rnisk anses primarly from borrowings and cash and cash equivalents disclosed in note
30 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 2009, an increase/decrease of 3 percentage points on interest rates wouid have
resulted in an increase/decrease in pre-tax profit of SDG 3,170,000 (2008 — SDG. 5,109,000)

(n) Foreign currency risk

The company undertakes certain transactions denominated in foreign currencies, mamly the US
Dollar, the Euro, Sterling Pounds, Japanese Yen and the South Afncan 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 vanous accruals denomi-
nated in foreign currency. Exchange rate exposures are managed within approved pohicy parameters
utiising matching of assets and habilities.

As at 30 September 2009, an increase/decrease of 5 percentage points on exchange rates would
have resulted in an increase/decrease n pre-tax profit of SDG. 6,375,000 (2008 — SDG. 9,998,000}

33 FINANCIAL RISK MANAGEM=NT OBJECTIVES AND POLICIES (Continued)
c) Liquidity risk management

Liquidity nisk ts the nsk that the company will not be able to meet its financial obligations when they
fall due The company's approach to managing liquidity 1s to ensure, as far as possible, that it will
always have sufficient iquidity to meet its habilittres when due, under both normal and stressed condi-
fions, without incurnng 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 potential impact of extreme circum-
stances that cannot reasonably be predicted All hiquidity policies and procedures are subject to
review and approval by the board of directors All capital investments are funded by long term borrow-
INgs

The table below provides a contraciual matunty analysis of the company's financial hiabiihes:
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Classification of credit risk bearing assets

1-6 6-12 1-5
months months years Total
sSDG'00 sSDG'00 SDGE000 SDGE000
0 0

Al 30 Sepiember 2009
Financial iabilities
Account payables and accruals - 143,328 - 143,328
Due to related parties - 10,382 - 10,382
Retirement benefits obhigation - - 158,495 158,495
Bank overdrafts 112,475 - - 112,475
Total financial habilities 112,475 153,710 158,495 424,680

At 30 September 2008

Financial hlabiliies

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 - - 156,502 156,502
Bank overdrafts 170,289 - - 170,289
Total financial habilities 172,700 87,971 156,502 417,173

d) Biological Assets - Financial Risk Management Strategies

The Company is exposed to financial nsks ansing from changes in sugar prices  The Company does
not anticipate that sugar prices will decline significantly in the foreseeable future and, therefore, has
not entered into derivative or other contracts to manage the nisk of a decline In sugar prices. The )
Company reviews its outlook for sugar prices regularly in considenng the need for active financal

nsk management One half of the sugar production each year 1s sold to the Government of Sudan at
cost, plus a profit margin.




34 CAPITAL RISK MANAGEMENT

The company’s objectives when managing capital are-

» To match the profile of its assets and liabilites, taking account of the nsks inherent in the business,
- To maintain financial strength to support busiess growth; and

« To safeguard the company’s ability to continue as a going concern so that it can conbinue 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

Caprtal adequacy 1s monitored regularly by the company’s management and quarterty by the Board
of Directors The capital structure of the company consists of debt, which includes the borrowings,

cash and cash equuvalents and equity attnbutable to equity holders, comprsing 1ssued capital,
reserves and retained earnings

2009 2008

SDG ‘000 SDG ‘000

Share capital 560 560
General reserve 42,718 36,191
Retained earnings 956,194 886,429
999,472 923,180

Total borrowings and bank overdraft 112,475 172,700
Less cash on hand and bank balances (15,455) (43,118)
Net debt 97,020 129,582
Total capital 1,096,492 1,052,762
Gearning 885 % 12 26%

36 CURRENCY

These financial statements are prepared in Sudanese Pounds thousands (SDG "000).
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