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KENANA TODAY

Today, the products of the Kenana Sugar Sudan - the main port of the The
country. The total area of the Company's
Company are available the World over asa  estate is 150,000 feddans (63,000  international
L . . hectares) and the plantation area presence has become
lucid itlustration of the successful policies s about 94000 feddans (39,500 more prominent through its export
hectares). markets, which are expanding
annually, and also through the
participation in many international
exhibitions and conferences.

adopted by the Company in all fields.
The Farm is irrigated by six
pumping stations with a capacity

. . of 44 cubic metres a second (800
countries of the East Coast of Africa, the million gallons per day. These

Red Sea, the Arabian Gulf, the Arabian

Kenana sugar is now available in the

During this season, Kenana has
pumps, which are located along a managed to achieve all its

peninsula, the Indian sub-continent and

north and central Africa.

The Kenana Sugar Company was
incorporated as a private

company in 1975 with the objective
of exploiting the enormous
agricultural potentials of the
Sudan to produce 300,000 tonnes
of white sugar per year. Half of the
production (150,000 tonnes) to be
earmarked for exports to earn
foreign currency white the second
half to be directed to the domestic
market to satisfy the local
demand. Hence, a facory with a
designed capacity of 17,000 fonnes
of cane per day was constructed,
surrounded by an irrigated sugar
cane farm.

Following the financial and
technical successes of the Company,
the Management of Kenana
formed new plans to increase the
production capacity of the factory
and maximise agricuftural output.
Now all these plans have been
completed, which will potentially
enabte the Company to crush
26,000 tonnes of cane per day and
therefore increasing the annual
production to half a million tonnes
of suqar per year.

Kenana is located to the south of
Rabak Town on the east bank of
the White Nile, some 250 kilometres
south of Khartoum - the capital of
the Sudan, and some 1,200
kilometres from the city of Port

37 Kilometre-long canal, lift water
to a level of 45 metres above the
level of the waters of the White
Nile. From the main canal the
water flows by gravity, along 340
kitometres of secondary canals,
following the contours of the land.

Kenana from the outset invested in
the local infrastructure to facilitate
the various production processes.
A network of infield roads was built
between the factory and the
production area, with a total length
of 1,500 kilometres, which are
reqularly and properly maintained.

The Company generates its
requirements for electricity by
burning the bagasse {a sugar by-
product) during the production
season and by the use of fuel oil
during the maintenance peried in
boilers specially designed to use
both fuels. The total capacity of
electricity generation is some 53
megawatts.

The Company gives high priority
to the recruitment of an excellent
workforce in all fields of production
by following prudent human
resource policies. The total
permanent staff numbers some
8,000 and the Company recruits a
similar number of seasonal workers
for the duration of the crop season,

Research and development plays
a central role in the improvement
of all production operations in
Kenana. The Agronomy and the
Agricuftural Engineering
Departments spearhead these
efforts.

production and marketing targets
and annual production has leapt to
356,000 tonnes of sugar (an
increase of 7% over last season).
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SUMMARY OF OPERATIONS AND FINANCIAL POSITION

1988/89 1989/90 1990/91 1991/92
Crushing season (days) 142 128 145 148
Area harvested (feddans) 80,800 75,100 77500 77,300
Cane harvested (MT/000) 2,055 2059 2,357 2,257
Cane yield per feddan (MT) 25.40 2140 3040 2920
Cane harvested per day (MT) 14,500 16100 16300 15,300
Harvesting: mechanical (%) 50 46 46 5t
Harvesting: hand-cut (%) 50 54 54 49
Net sugar recovery /
cane crushed (%) 1.28 nz 1070 n23
Sugar production (MT) 232,000 - 232,000 252,000 253,000
Production target (MT) 275,000 245,000 248,000 266,000
Selling price (DMQ) (LS/MT) 2900 3,200 6,258 17,538
Production costs (LS/MT) 1622.30 216128 303488 988348
Costs excluding extraordinary 7
items (line 20) {LS/MT) 1413.09 1923.2 299293 9,087.33
Total costs {LS/MT) 1,413.09 997.23 299293 10,817.49
Turnover {LS/000) 610,081 41134 1,492,106 5981420
Operating profit (loss) (LS/000) 233,707 23976 721916 3,480900
Net finance charges
{payable} received (LS/000) 44,165 52,631 21476 415476
Gain (loss) on exchange {LS/000) 4373 2603 1096 (198,401}
Provisions (LS/000) - - 18,000 15,650
Profit (loss} before
extraordinary items (LS/000) 282,245 2945950 738,488 3,682,325
Extraordinary items (LS/000) - ‘ 214,826 - x(437:719)
Profit (loss} for year (LS/000) 282,245 509,776 738,488 3,244,606
sudanese pound exchange rate {Us$) 0.22 0.08/0.22 0.08 0.009;"0;03
Dividends - 1,500,000

x (Loss)/profit resulting from devaluation of Sudanese currency

+ Gain on settlement of contractors’ claims
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: STATEMENT BY THE CHAIRMAN OF THE BOARD OF DIRECTORS

Badr Eddin Mohammed Ahmed Sulieman
Minister of National Industry in the Government of the Republic of the Sudan

Production during the 1997/98 season reached 356,000 tonnes of sugar,
an increase of 23,000 tonnes (7%) over the 1996/97-season production;
and an increase of 76,000 tonnes (27%) over 1995/96-season production.
These results clearly demonstrate the continually increasing output of
sugar in recent years. The average yield per feddan of sugar cane has also
risen considerably in the past number of years. During this crop season
the average yield per feddan reached 43.5 tonnes of cane, the best record
in the history of the project and well above the World record of 40 tonnes
per feddan. Also this is 12% over the 1996/97 yield and 33% over the
1996/97 season. The up-hill trend in the yield per feddan has led to the
continuous rise in the quantity of cane harvested every year. Some 3.4
million fonnes of cane were harvested during this season, 16% higher than
1997/98 season and 32% higher 1995/96 season. The total turnover of the
company from the sale of the Domestic and Lxport Sugar Quotas and
molasses amounted to Sudanese Pounds 299 billion. The Export Quota
proceeds totalled US Dollars 62.3 million, while in the 1996/97 it peaked at
US Dollars 74.90 mifiion out of a total turnover of S_udan_ese pounds 199.2
billion. This is considered an outstanding achievement bearing in mind the

sharp decline in World sugar and molasses prices.

The profit for the year amounted
to Sudanese pounds 117 billion
(1996/97: Sudanese pounds 90.2
billion) a staggering 30% increase.
These excellent results were made
possible by a competent and
highly motivated staff and
managesnent tearn, committed to
initiating plans and programmes
necessary to exceed annual targets.
The unrestrained support to the
Company from the Shareholders
and the Board of Directors,
contributed to this success.

Adopting wise and flexible
marketing policies derived from
{he deep knowledge and
understanding of the World sugar

market enhanced these results
further. The target of the sales plan
included the export of 175,500
tonnes of sugar (1996/97 season:
171,000 tonnes) and the export of
110,000 tonnes of molasses,
(1996/97 season: 130,000 tonnes).
During the period of the export
campaign, the world market for
sugar and molasses has been
dominated by a near collapse in
prices. This was mainly due to the
international economic problems
afflicting the countries of South
East Asia, the increase in World
sugar production and weak demand
in the states of the former Soviet
Union, Various strategies were
adopted fo limit the effect of the
World market situation on the
Company's revenues. The Company
has based its marketing strategy
for the season upon concentrating
all efforts on those markets where
there are particular advantages,
such as proximity to Port Sudan
(Yemen, Saudi Arabia and Somalia}
or {o countries where Sudan
enjoys preferential arrangements
in custom duties (COMESA
Countries). About 65% of the
Export Quota was sold overseas to
countries including Yemen,
Bangladesh, Chad, Somalia, India,
Kenya, Saudi Arabia and Qatar.
Some 19% of the Export Quota
was sold locaily to the Public
Corporation for Sugar Trade, to
cover the shortage in the domestic
consumption, while the balance
(16%) was sold to the Sudanese
Free Zones Company (SF2).

Curing the 1998-AGM, the
Shareholders hightighted the need
to re-evaluate and improve upon
some aspects of the Company's
accounts. In particular the
variations in the Sudanese pound's
exchange parity and other long
outstanding debts, which had
under-valued the Shareholders’
Fund. Hence a comprehensive
study was undertaken to enable
the Company to correct these



differentials. This study will be
presented to the Shareholders for
their ratification.

This year marked the beginning of
the implementation of the Company
strategy for the 21st century:
forecasting the appearance of &
new generation of products at
Kenana during the coming eight
years, As of the 1998/99-
production season, the Company
will add new products from the
Forestry Project (this has now
reached a planted forestry area of
6,200 feddans). During the year
about 180,000 eycluptus trees will
be felled and re-planted, and about
22,500 Hashab trees will be
tapped for the production of gum
Arabic. Next year will also mark the
commercialisation of the Kenana
Agricultural Implements Factory
(KAIF). KAIF, which has been
expanded and modernised to meet
the market demand both localiy and
overseas, is capable of producing
more than 20 different well-
designed agricultural implements.

Detailed plans were assembled to
promote these products in the
overseas markets in collaboration
with Nissho Iwai Carporation
(Japan) (whose World-wide network
we were able to benefit from).

Preparation to add new products
as from 1999/2000-crop season is
already underway.

Due to the sharp decline in World
prices of molasses the Company
has been lorced to put the
malasses utilisation projects at
the top of the agenda for the New
Year, These projects include the
manufacturing of animal feed,
yeast, methancl, medical alcoho!,
and other food and industrial
ingredients.

During this season the second
stage of the Factory Up-rating
Project was completed. This is part
of the largest investment project,
which the Company fs financing
from its own resources at a cost

of 42 million doHars. The objective
of this project is to improve the



efficiency of the Factory processes
as well as to raise the daily
crushing capacity of the Factory
from 17,000 tonnes to 26,000
tonnes of cane by the end of the
year 2000. Other projects include
the construction of the Company's
warehouses and offices at Port
Sudan, which is scheduled to
commence at the beginning of
1999. The new warehouse will

be able to handle all storage
requirements for the export of
Kenana sugar.

The company places serious
emphasis on the working environ-
ment at Kenana Site and to the
well-being and motivation of the
employees, In this regard great
importance is given to the work
environment, internal and external
training programmes, and staff
conditions of service, in addition to
the continuous improvement in
environmental health services and
preventive health measures. An
ambitious project has been carried
out to provide clean drinking water
in four of the residential units on
the Site at a cost of 3 billion
pounds, the construction of which
has now been completed and the
water stations will come info
operation at the beginning of 1999,

The Company has crafted a
comprehensive strategy to face
the challenges of 21st century,
such as for globalisation, free
trade & removal of boundaries
and restrictions by the WT0 and
the fluctuations in the World prices
of sugar and molasses. These
challenges require greater
fiexibility, higher efficiency and
improved quality products.
Therefore, the new strateqy was
based on the maximisation of
return on assets, diversification
of products by utilising the sugar
by-products, TGM, adoption of
new |T strategies and
strengthening of the Marketing
Division,

In the short term, the Company
has put forward plans to reduce
the effect of lower sugar and
melasses prices, (due to the global
economic crisis and the collapse of
the financial markets in the South
East Asian region and the glut of
sugar and other commadities).
Hence, the Company has prepared
the 1998/99 budget to address
these issures by pursuing an
austerity policy. Also, emphasis is
being put on the strengthening of
marketing tools to obtain the best
prices under the most unfavourable
conditions. The coming crop
season 1998/99 is expected to

be another success, with total
production expected to be in
excess of 365,000 tonnes of white
sugar. The production season
started on 30 October 1998 and
the Factory is already exceeding
the previous Year's average
crushing capacity of 20,400
tonnes of cane per day. Thisis a
clear indication that the Company
will be able to attain this Year's
production target.

Finally, | would like to extend my
highest regards and appreciation
to the Shareholders and the Board
of Directors for their contining
help and support to the Company,
My appreciation also goes to the -
Management and the staff for
their dedication and commitment
to the Company's success and
progress,

Badr Eddin Mohammed
Ahmed Sulieman

Khartoum
January 1999
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The members of the Board of Directors submit their report together with audited
accounts for the financial year ending 30 September 1998,

Assessment of 1997/98 season:

The 1997/98-production season was the longest and the most successful in
the history of Kenana. The season commenced on October 15th 1997 and
continued for 191 days (including a stoppage of 14 days due to accidental

electrical fire and unseasonal heavy rains) and finished on April 24th 1998.

During the season a total of 3,439,578 tonnes of cane were harvested, a
9% increase over the projected target. The sugar production amounted to
355,817 tonnes, a 4.6% increase over the tafget in the operating budget

and 7% above last season’s production,

Cane production:

Cane production continued fo be
the salient feature behind the
steady increase in production. The
average yield per feddan rose to
43,5 tonnes, up 12% from last
year's average of 38.8 fonnes per
feddan. This stable rate of increase
reflects the successful efforts of
the management and the timely
provision of the various agricultural
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inputs, The new 5-Year Agricuftural
Cycle has been completed, which
led to the increase in the areas
planted with new cane to 18,249
feddans per annum,

Cane harvest and transport:

The management of the harvesting
and transportation of cane has
kept pace with the substantial
increase in the fonnage of cane.
Moreover, the management of the
harvesting operation managed to
minimise cane losses despite the
substantial increase in quantity of
cane this year. During the crop a
total of 3.4 million tonnes of cane
(16% over the previous crop
season) without major adversities.

The factory:

The average daily crushing rate
reached 19,459 tonnes of cane to
produce 355917 tonnes of sugar
at a recovery rate of 10.34%. This
is an acceptable result considering
the number of stoppages due to
the various accidents occurred

DIRECTORS' REPORT

during the season. The low
recovery of sugar is attributed to
a lower polarisation in the sugar
cane this season,

Marketing and sales:

The marketing campaign was
completed successfulty despite
many adverse conditions. Buring
the year the World market was
depressed due to lower demand in
many regions especially the Far
East. This was further
compounded by the infiltration

of cheaper sugar from Brazil,
Mexico and Pakistan and the
competition from the new sugar
refineries in Dubai and Jeddah,
who were targeting Kenana's
traditional markets in the Red Sea
and East Africa regions.

Hence, the marketing plan was
crafted around the exploitation of
the comparative advantages of
the Sudanese sugar, such as
geographical proximity and
reduced customs tariffs imposed
on Sudanese sugar in some
markets. This enabled the
Company to tash higher prices
than the average international
prices for sugar, Likewise, the
domestic sugar sales have been
carried out with great success. A
new mechanism of delivery and
payments was designed to suit
the Company's financiaf
requirements,



Cash flows:

The Cornpany was able to fuffil all
it's financial commitments in local
currency thanks to the newly
introduced system tying the
deliveries of sugar to monthly
payment schedule,

The exchange rate of the Sudanese
pound against the US. Dollar has
falten from 1,645 pounds = one US.
Dollar on 30 September 1997 to
2]75 pounds = one US, Dollar on
30 September 1998.

Resuits for the year:

The revenues from sales reached
299 billion pounds (199.2 billion
pounds last year), a staggering
50% increase. This increase is due
to the upsurge in production and
the prices of domestic sales and
export sugar, in addition to the
decline in the Sudanese pound
parity against the US Dollar.

The operating profits reached 117
billion pounds, against 90.6 billion
pounds last year,

Projects and investment:

Work continued on the existing
projects, in particular the “Factory
Up-Rating Project”. Most of the
equipment for the Factory Up-
Rating has been completed and
commenced operation, including
the steam boiler, the pan boilers,
the syrup evaporators and the
centrifugals. Consequently, the
capacity of the Factory has risen
to 22,000 tonnes of cane per day.
When this Project is completed in
Year 2000, the Factory capacity
will reach 26,000 tonnes of cane
per day.

Also, work is in progress to finish
the Company's sugar warehouse in
Port Sudan. The steelwork has
already arrived at the project site
and bids were invited and are
currently under evaluation for the
civil engineering works and the
erection of the steel structure.

Pre-feasibility studies were
launched fer all projects proposed
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under the “21st Century Strategy”.
Once properly evaluated these
projects will be put farward for
finance.

Forecasts:

Immediately after the end of the
1997/98-season efforts commenced
to complete the necessary
maintenance and rehabilitation
programmes, in preparation for
the new season,

It is projected that the total area
under cane will rise to 80,000
feddans to produce 3.5 million
tonnes of cane, at a 43.8 tonnes
of cane yield per feddan. It is
expected that the sugar recavery
rate will be approximately 10.43%,
thus producing 365,000 tonnes
of sugar.

All the breakdowns of the past
season in the electrical department
of the factory have been fully
rectified to ensure that they do
not occur again in the future.

Company strategy:

Kenana prepared a detailed
strategy for the 21st Century to
face the challenges of globalisation
and free trade. This strategy is
based on the objectives of
improving the efficiency of sugar
production, the utilisation of the
by-products, improvement of
return on assets, TQM and trading
in other origins using the expertise
of the Marketing Division.

Share capital funding:
Authorised Share Capital remains
constant at LS 590 million; nor
has there been any movement on
the share register during the
year, with issued Share Capital
continuing to be held in the
following percentages:

Government of the Republic

of the Sudan
35.17%

Kuwait Real Estate investment

Consortium
30.50%

Government of the Kingdom of

Saudi Arabia
10.92%

The Arab Investment Co. S.A.A.

6.96%

“Sudan Development Corporation

5.66%

The Arab Authority for Agricuttural
Investment and Development

5.56%

Consortium of Sudanese
Commercial Banks
4.45%

Lonrho PLC

0.46%

Nissho Iwai Corporation

0.16%

Gulf Fisheries Company W.L.L.
0.16%

100.00%

Managers:
The names of members of the
present Board of Directors are
shown on the inside fiyleaf of
this report,

Auditors:

The retiring auditors, Bannaga
and Gasim & Co {Khartoum) and
Whinney Murray (Riyadh} are
eligible for reappointment and
have indicated their readiness to
continue in office. Accordingly,
your Board recommends their
reappointment as joint auditors
at a fee to be negotiated, to hold
office until the close of business
at the Annual General Meeting
for 2000.

By order of the Board

Fareed Omer Medani
Company Secretary
Khartoum 2 January 1999
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SUMMARY OF DOMESTIC SUGAR SALES REVENUE
/ LS PRICE PER M. \ /" SHORTFALL IN LS MLLIONS \

Crop Year Contractual Recelved Shortfali Total Domes‘t.ic *Exchange On Annual Cumulative
Production Market Rate Domestic
M. 000 Quota Pegqing Sales
MI. 000 Adjustment
1980/81 "m 537 (575) 107 107 N/A (61525)  (102774).0
1981/82 809 537 272) 165 150 N/A (40,800} (143,574)
1982/83 734 537 (197 20 150 N/A l(29‘550) {113124)
1983/84 969 670 {299) 248 150 N/A (44850  (2m974)
1984/85 875 3 (102) 306 150 N/A (153000  (233274)
1985/86 1,037 800 231 33 150 65985 (35550)  (202.839)
1986/87 1200 1065 (135) 310 150 2,98 (20250)  (199771)
1987/88 1881 1881 - 265 150 N/A N/A (199771
1988/89 2.883 2900+ 7 3 80 N/A 2,550 (197227
1989/90 5390 32004+ (2190) 2 150 N/A (B500)  (52572)
1990791 6,258 6,258 - 52 150 . NA - (525721)
ooz | W5 ms® - 253 150 NA L eEm
1992/93 B50  B/B50 0 - - 265 | iso- | N/A . (525721
1993/94 | 8939 mw - 29 50 | NA - (525720
1994/95 73173 73773 - 253 150' N/A - (525.721)-
1595196 350215 w025 - 280 150 N . (525721
1996/97 575937 575937 - 333 150 N/A - (525721)
1997/98 864063 864063 - 356 150 N/A - (525721)

N ' -

* Reduction in obligations to Bank of Sudan in connection with rescheduled export credit loan repayment.

# Prices for the iwo seasons were negotiated simultaneously.
x Prices do not include any adjustment due in respect of capital cost over-run in terms of sugar sale agreement of 1975.

+ Cuinulative credit from previous years.



- PROFIT AND LOSS ACCOUNT

For the year ended 30 September 1998
(in thousands of Sudanese pounds)

Saies

Operating costs

Sales and distribution costs
Generai and administrative costs
Services and others

Depreciation

Total costs

Qperating profit

Revenues and funding

Expenses and funding

Development fax

Other revenues

Profit before the change of accounting
policy and currency differentials

Effect of change of accounting policy

Profit before net currency differentials

Met currency differentials

Net profit for vear

The enclosed nctes are considerad jo e

part of the finanziai statement

Note

1998

299,034,072

114,387,205
19,193,638
24,132,381
12,861,283
15,454,097

182,028,604
117,005,468
45913749
(22,620,424)

(299034
15,615,885

152,924,337

152,924,337

36,392)31

189,316,468

1997

199,176,742

65,295,756
15,188,418
13967421
8,096,247

6,078,154

108,625,996

90,550,746

36,539,504

{20,364,893)

(1991,176)

1,440,249

106,174,830

(7.009773)

99,165,057

40,023775

139188,832



|" |l’ "I'
. . [

|

BALANCE SHEET

For the year ended 30 September 1998
{in thousands of Sudanese pounds)

Assets in use
Fixed assets
Capital works In progress

Investments

Current assets

Inventories

Government of Sudan debt
Commercial and sundry debtors
Cash in hand and bank balances

Current liabilities

Creditors and ameunts payable
Provisions

Short term loan instalments payable
Proposed dividend

Net current assets

Assets employed
Shareholders’ funds

Capital
Currency differentials reserve
Capital reserve

Profits set aside

Long term liabilities
Long term loans
interest an loans falling due

End of service gratuity

The enclosed notes are considered to be
part of the financial statement

Note

20
21

22
22

1998

106,033,882
1080168
248

90,257,069
643941721
98,839,149
36,152,936
869190875

47979146
48,812,805
4,341,648
34495317
135,628 916

733561959
850,676,257

560,545
105,286,M19
478,640
316,634,685
422,960,589

164,359,190
242,941,460
20,415,018
427715668
850,676,257

1997

76,063,565
7.634,640
248

68467986
420,620,129
81,654,338
58,174,121
628,916,574

58,600121
31,771,870
7015710
27965000
127,052,701

501,863,873
585,562,326

560,545
68,894,588
336,000
198,205,665
267,996,798

131924940
171170,905
14,469,683
317,565,528
585,562,326

5



TATEMENT OF MOVEMENT IN SHAREHOLDERS' FUNDS

Fer the year ended 30 September 1998
{in thousands of Sudanese pounds)

Note Capital Currency Capltal Retained Total
Differential Reserve Profit
Reserve

Balance on 30 September 1996 560,545 28,870,813 145,662 75,096,955 104,673,975
Debt settlement gains 23 - - - 51,326,047 51,326,047
Amended balance 560,545 28,870,813 145,662 126,423,002 156,000,022
Net profit for year - - - 139,188,832 139,188,832
Proposed dividend 18 (27965,000) (27965,000)
Transferred to currency

differential reserve 20 - 40,023775 - (40,023775) -
Capital reserve 21 - - 190,338 - 190,338
Balance on 30 September 1997 560,545 68,894,588 336,000 197,623,059 267414192
Currency differentiais from

previous years - - - 582,606 582,606
Amended balance 560,545 68,894,588 336,000 198,205,665 267996,798
Net profit for year - - - 189,316,468 189,316,468
Proposed dividend i8 - - - (34,495,317) (34,495,317)
Transferred to currency

differential reserve 20 - 3639213 - (36,392,131 -
Capital reserve 21 - - 142,640 - 142,640
Balance on 30 September 1398 560,545 105,286,719 478,640 316,634,685 422 960,589

The enclosed notes 1to 26 are considered
‘o be part ¢f the financia! statement



CASH FLOW STATEMENT

For the year ended 30 September 1998
{in thousands of Sudanese pounds)

1998 1997
Operating activities
Net profit 189,316,468 139,188,832
Amendments to:-
Depreciation 11,454,097 6,078154
Long term {oans 32,434,250
Loan interest due 71,770,555
End of service gratuity provision 5945335 14,244,186
Loss (profit) on sale of fixed assets 87,050 (100,010
Operating prefit before movements in working capital 3,007755 159,411,762
Increase in stacks (21,789,083) (289782200
Increase in debts (240,506,403) (15,717.158)
{Decrease) increase in creditors (3,562,292) 82,058,684
Net cash flow from operations ’:45.149,97'7 96,775,068
Investment activities )
Purchase of fixed assets (44,956,992 (45,872,929}
Sale of fixed assets 142,640 100,010
Net cash flow from investment activities _'('44,814,352) (45,772.919)
Finance activities :
Dividends paid (22,356,810} (23,064,844)
Net cash used in finance activities ' (22.356,810) (23.064,844)
(Decrease) increase in balances at the banks and cash in hand '_‘»_'-“_.(2'2.021.185) 27937305

Balances at the banks and cash in hand at the beginning of year 5817421 30,236,816

Balances at the banks and cash in hand at the end of year 58174121

The enclosed notes are cansidered o be

part of the linancial statemert
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NOTES TO THE FINANCIAL STATEMENTS |

For the year ended 30 September 1998

1- Activities

Kenana Sugar Company is a fimifed company by shares registered in the Republic of the Sudan under the 1925
Companies’ Law. The Company was registered on 11 March 1575 vide Registration Certificate No. G/1151. The main
activities of the Company are the cultivation and production of sugar cane and other crops relating to the
manufacturing of sugar and all its by-products-molasses and bagasse-and the crushing, processing and refining
of sugar cane, the sale and distribution of sugar and other by-products. The Memorandum and Article of
Association of the Company includes various other activities, which enables the Company to complement its
core business.

2 - Currency

A The Company maintains its accounts in Sudanese pounds. The exchange rate for the Sudanese pound on
the date of the balance sheet against the US dollars was 2175 Sudanese pounds per dollar (1997: 1,645
Sudanese pounds).

B Transactions in foreign currenqr are converted into Sudanese pounds at the exchange rate prevailing at the
transaction date. At the date of the balance sheet all assets and liabiiities denominated in foreign currency are
transiated into Sudanese pounds at the then prevailing exchange rate. Ail currency variations are posted to the
profit and loss account.

3 - Movement in exchange rates

Due to the continuous decline in the eéxchange rate of the Sudanese pound against foreign currencies, it was
deemed appropriate to re-assess ail the assets recorded at historic exchange rates, based on the “International
Accounting Standards No. 29", However, due o some practical difficutties, this hasn't been implemented vet
This issue is still under consideration and a final decasnon will be taken in the near future,

4 - Accounting policies

A Accounting convention ;
The financial statements are prepared in accordance with the historic cost principie.

B - Fixed-assets -
All the assets are req:stered at cost.

C - Depreciation
All Fixed Assets in use, in exceptlon of land, are deprecnated on the straight-line basis over their expected
useful fives.

D - Investments ‘
The long-term investments have been calculated at cost, less the provisions required for a non-temporary
reduction in their value.

The accounts of the subsidiary Company has not been consolidated due to the low comparative value of the
capital invested.

E - Inventories including standing cane
The inventories are stated at <ost or net realisable value, whichever is the fower. The cost includes an appropriate
portion of overhead expenditure as follows:

Standing sugar cane - Cost is based on an agréed formula.

Raw materials and supplies - Cost of purchase on the basis of the weighted average.
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Sugar and by-products - Cost of the direct materials and labour plus a propertion of the indirect costs in
accordance with the normal activity levels,

F - End of service gratuity
in accordance with the Labour Law of the Repubhc of the Sudan, a provision was allocated to meet end of service
gratuities for all the staff.

G - Sales ‘
The sales represent the tatal value of all invoices for goods supplied by the Company during the year.

S - Sales

Under the terms of the Sugar Sales Agreement, signed between the parties in 1975, a domestic sugar quota of
150,000 tonnes of sugar, is to be purchased annually by Sudan Government in accordance with a pricing formuia
which takes account, inter alia, of specific indexed cost inputs. However, the Domestic Sugar Quota used to be
purchased at prices tailored to economic realities, rather than in accordance with the aforesaid pncmq formula
In recogmtlon of this, the Government of Sudan agreed to the followmg concessions:

A - The Company’s US Dollar exposure to the Bank of Sudan in connectlon with :ts rescheduied export credit
borrowing under agreement reached or anticipated for the years between 1981 and 1989 has been peqqed at the
exchange rate prevailing on 30th September 1985,

B - In terms of a communication received from the Ministry of f inance,.the Company’s initial exemption from al
business profit taxes is extended for a further ten years peried. Pecently, an agreement has been reached with
_regard to the methodology of pricing formufa of the Domestic Sugar. Quota, with effect from the 1991/1992
season onwards. Kenana is now engaged in farge-scale export activity and is exporting afl its production i in

- excess of the Domestic Market Quota under secure contracts and payment |s rnade bv Eetters cf credlt orin -
cash prior to delwery in US doilars : - L ‘

- - Analysis of sun-;a'r sales, for each grade, inclﬂdi'nq stdck'availéble ih'tﬁe_ﬁrst period: . '

Domestic Quota Sugar 150,000 ' 129,609.450 ) 150,000 : 86,390,550

Export'quota sugar 210,700 56,937,949 180,381 : 102141756
Treacle 1984 2.466,T16 - -
Smail packages 2,742 2,459,128 21 15,855
Jaggery (sugar) 4 . . 1458 10 4,810
Molasses 98,919 7,559,313 _ 131,720 10,623,171

299,034,072 ‘ 199,176,742

am
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6 - Revenues and Funding Costs

Revenues

Finance charges refated to export quota _ 44,336,158 34660112

Export credit balance 1,576,991 1,879,792
45913,749 36,539,904

Costs

Export credit re-scheduled loans . 22,518,925 _ 20,032,858

Bank overdraft ' Lo _ ' 101499 332035
22,620,424 - . 20,364,893

T- Development tax '

As per the order of the Taxat:on Department dated 15th July 1995, the development tex amounts to 1% of
annual sales. Co - . :

8 - Other revenues i . L .
' ThlS includes aII the amounts collected agamst last Year s (1997) current liablhtles.

-9 - The cumulative effect of chanqinq the accountmq policies relatinq to end nf service benefit !
entitlement ier staff . : :

During the year 1997, the Company chanqed the accountmq pOiICV relatmq to the calculation of end of ser\nce
benefit entitiement for staff on the basis of an end of service gratuity, rather than as an insurance fund. The
Company made this change in accounting policy in the interests of the Company’s staff, The effect of this
change over the year ending on 30 September 1997 amounted to 7,502,244 Sudanese pounds (it was shown
under items of expenditure). For the period from 1/10/1980 to 30/9/1996 it amounted t0 7,009,773 Sudanese
pounds. This amount is shown as 3 separate item in the profit and loss account under the heading “The Effect of
the Change in Accounting Policy.

10 - Net variation in exchange parity

This represents the net variations in the re-assessment of assets and liabilities recorded in foreign currency on
the Balance Sheet date.

H - Fixed assets
The expected useful lives of the assets for the purpose of calculating-the depreciation, is as follows:

Permanent buildings and infrastructure 25 yea'rs
Other buildings, equipment, pumps & furnishing 12 years
Agricuttural equipment and other plant 5 years

Vehicles and other assets ' - 4 years



11| | Tl Y

i

o

- 1,957,396

46,268,946

14,433989

Land Other buildings, Agricuttural Vehicles, village Total
bhuildings and equipment, equipment housing and
infrastructure machines, pumps and other plant temporary
and furnishings structures
COST )
At 30 September 1997 12,445,790 49,562,306 7,896,133 4,555,514 84,453,743
Additions 13,300,496 13,748,946 12,445,567 2,159,095 41,654,104
Disposals (288,319) {1,251 {289,570)
At 30 September 1998 25,746,286 63,311,252 30,053,381 6.713.358. 125,824,277
DEPRECIATION _
- At 30 September 1997 488,394 - 3,293,360 3462144 152,280 8,396,178
" For the yea'r 537,487 4.528.063 4,967,648 1,420,899 11,454,097
" Disposals - (58,629) (1,251 . {59,880}
At 30 September 1998 1025881 78243 BITNE3 | 25M928 19790395 .
“"NET BOOK AMOUNT _ | LA = I _
At September 1998 24720405 55489829 21682218 . ‘4,i41',430' 106,033.882
76,063,565

© . At 30 September 1997

12 « Capital works in progress

3,403,234

Balance at beginning of year 7,634,640 29,710,020
Additions 44,956,992 . 45,872929
Transfers to fixed assets (41,511,464) (67,948,309)

11,080,168 7,634,640

Balance at end of year
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13 - Investments

The investments in the Kenana Engineering and Technical Services Company (subsidiary Company) is représented
by 2,476 ardinary shares with a nominal value of 100 Sudanese pounds (1997 2,475 shares)

Due to the refative insignificance value of the investment in the subsidiary company no consolidated financial
statements have been compiled. ’ oo

14 - Inventories inciuding standing cane

Sugar ' 8121798 0805797 .

Standing cane : . L . 35035920 _ 25953953 .0t G e t

Forests - o e T 383450 . I

Spare parts, fueletc. . - | 46313213 3324786 )

90,257,069 : 68,467986

15 - Government of Sudan debt .~ -, R S -

. -Folllowing'i's_asun?ma'r_y of the'acc‘oun_ti'rid'od_erations qn'.t'hi_s{iaccnur'i_t:'du'ring t_he’y,ée}f:‘ ; '

1998 %199 : ¥

(_USSMilion -~ L.S.000 Million - L5.000 Milion -

Balance at beginning of year 2362 T 320554 o 259616 - o
Sales . o C - IEI8093 . o s 002567 .
Finance charges T & N . T R
Receipts from operations s w392y . T on s - 94mg) - -
' 2645 - . e8SB5 . . ome2 - 320554 E

- _ 83

USS element converted at _ : -
prevailing exchange rate 575,406.5 - o 388,564.7 5
643,942.0 420,620.1 B
13
&

L

a4
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NOTES 70 THE FINANCIAL STATEMENTS |

16 - Other commercial debiors

Commercial debtors : 40,886,878 52,656,683
Cash deposits : 1684,320 445297
Advances to empioyees 1,897,022 46,600
Advance payment to suppliers 438092346 26,230,095
Other debtors 10,478,583 2,275,659
98,839,149 81,654,338

17 - Creditors and amounts payable :

Commercial creditars : 12,827,367

18 - Proposed dividends -

10% cumulative participating convertible

20,040,489

" Taxes and duties on sales - - B B - 4839016 ) 15,615,885 -

Sudanese Sugar Production Conipany o 33500 '_ . L TT3999

_ Advance payment by customers . .-~ L 6100920 R
Amounts due to insurance companies L 308360 0T . 3859805
Othercreditors =~ . . U egmo ool 8402654
-Dividendspayable o e T S eTeTT ST S _
- Expenses payable T T Y- ¥ 1 4 3907289
47979346 50600121

preferred shares (A) 15,529 16,7108

0% special curnulative participating convertible '

preferred shares (A) o 34479788 27,948,242
34,495,317 27956,000 -

23
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5588

19 - Share capital o
A.Authorised _ .
Ordinary shares of L.5100 each 76,475 76,475
10% cumulative participating convertible preferred .
shares (A) of LS. 100 each 156,000 156,000
10% special cumulative participating convertible _ .
preferred shares (A) of LS, 100 each 234,000 234,000
8% cumulatwe partrcrpatmq convertrble - - o
i, _ preferred shares (B) of LS: 100 gach- 123525 123,525
590,000 590,000
B - Issued and fully paid L - SR
Ordinarv shares 76,475 76,475
) tc%cumulatwe partrc:patmg convertrhle : T S S
. 'preferred shares (A) R e © 155,288 o el
_,'-.-“10%speaaicumu[atrveparthpatmgconvedrble el T Tl
) _’-preferred shares (A) - 206,086 ¢ - 206,086
8% cumu!atwe partldpatmq convertrble Lo ey LU EI
preferred shares (B) o 122,696 - i 122,696
560,545 - 560,545

C - Al classes of preferred shares are subject to conversion into ordinary shares if the Board of Directors so
decide at any time after 1 June 1996, providing all declared dividends have first been paid in full before the -

appointed date for conversmn

D - Cumulative dividends, illustrated on the next page, under the Company's various classes of preferred shares

are due for distribution to the shareholders and will affect the financial statements after distribution is declared.

o
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NOTES TO THE FINANCIAL STATEMENTS

Date of issue Amount Issued Annual Arrears as at Arrears as at
interast rate . 30/9f1998 30/9/1997
% L$.000 L5.000
Cumulative participating
. preferred shares "8" April 1980 122,696 8 181952 7,776
Cumulative participating
preferred shares "A" July 1980
1st series July 1980 68744 10 123,099 116,225
2nd series Qctober 1980 68,744 10 120,536 13,662
3rd series Feb/Mar 1981 - 7800 10 35,423 | 33,643
- - ‘ : 219058 . 263530
. Less total distribution e e ) (42,260)
221,270 221,270
. Special cumulative participating
* preferred share “A" . - ) _
Coistseries . Macni9B3 . TEO00 < W 29899760 2133342
0 ndseries o July1983 0 SBS00 . 10* . - M5913508 102955073 -
i 3rd series: o Jenuaryi985 . 30586 0 - 6903440 4834928
SR e 513045531 - 362630424
Less tota! distribution | e R (33034225)  (745545,680)

/380,911,306 288,084,744

" 7o be calculated on the basis af the amount subscribed for these shares in US dollars (at 130 L.S. far 1 doflar) and to be jaid in US dollars or the equivalent amount in Sudanese
T+ clrency, cakulated 3t the declared rate of exchange prevailing from time to time. LS. 275 to 1 dollars on 30 September 1998 (1997: LS. 1,645).

£ - In January 1983, sharehoiders of the Company cominitied themselves o subscribe o the sum of US$180
million (one hundred and efghty million US dollars) being the vatue of special 10% interest bearing shares “A"
convertible to ordinary shares of 1.5 payable in three series. The first and second series totafling one hundred
and seventy-five and a haif miflion shares were paid for during 1983.

In accordanee with the projected funding requirements, shareholders were invited to subscribe to the third
series - 58.5 million shares on or before the second of January 1985, Shareholders accepted subscription for
30.6 million shares {thirty million six hundred thousand shares) and payment was made for them in the amount
of US$ 23.5 million {twenty-three and a half mitlion US dollars}.



NOTES TO THE FINANCIAL STATEMENTS | _

76

20 - Provision for currency variations

This represents the net gain from the variation in the exchange rate of the Sudanese pound against
other currencies,

21 - Capital pravision

This is a provision made out of the profits of the sate of fixed assets.

22 - Loans

The Bank of Sudan has agreed to incfude certain loans and interest falling due between the year 19841988 in
rescheduling agreements to be signed between the Government of the Sudan ang creditors, Accordingly the
Company took this into consideration when preparing the accounts from 1984-1990 regarding the |oans as
falling due in the period between 1984 and 1988 for the purpose of these agreements,

These agresments have not yet been concluded, 50 the loans and interest falling due from 1984 - 1988 are
considered as ioans for the settlement of which adequ_ate provisions have been made,

0On 2nd March 1998 an agreement was signed for the seftlement of the oan of the National Automobile
Manufacturing and Trading Company (Kuwait), whereby the loan was reduced from 4,612,000 Kuwaiti Oinars to
3,000,000 KD to be repaid interest-free w:thtn three years. It was also agreed to write off all the accumulated
interest until 3G September 1997,

it i5 not expetted to fepay any part of these ioans, {with the exception of the ioan of the Natfonai Automoblle
Manufacturing and Trading Company (Kuwait), within the next tweive months.

) As illustrated in Note 5(A} the Government of Sudan has aifowed peggmg of the value of ioans for doflars at the

30 September 1985 exchange rate for the USS. But it has been decided as a matter of prudence to translate
these toans at the rate of the Sudanese pounds against the ofiginal currency prevailing on the date of the
balance sheet. However, these loans will be taken over by the Government of Sudan in accordance with
rescheduling agreements as fiability against the Government of Sudan at the rates of exchange prevalllnq an
30 Septemher 1985, as alreach,r agreed with the Gowernment of Sudan

Analysis of forelqn currency loans

French francs Japanese yen - Austrian schiflings  Kuwaiti dinars - US dollars

{in 1000's) {in 1000's) - {in 1000's) - {In 1000's) S {in 1000's)
Totat loans ‘ ;
- On30 September 1998 _
Principal 132,904 5,256,190 Q0478 2,000 600
Accumulated interest 169,232 8870550 191647
302,536 14,126,740 282125 2,000 600
On 30 September 1997
Principal 132904 5256190 90478 3,000 1200
Accumulated interest 156,341 7763,847 166,640 - ) -
289,245 - 13,020,037 - 257118 - ""3,000 o - .. 1,200

o e

e
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French francs Japanese yen Austrian schillings Kuwaiti dinars QS dollars

{in 1000's) (in 1000Q%) {in 1000's) -{in 100Q's} {in 1000's)
Equivalent in Sudanese currency '
Balance on 30/9/1998 411,642,298 116,102,709 226,451,647 51,899,702 15,183,240 1,305,000
Baiance on 30/%/1997 310,811,555 80,410,004 072,505 34,129,916 11225530 1974,000
Rate of interest 10.0 85 25 Q]
Sudanese pound exchange rate
1998 one pound = ' ' 0,002 " 00624 00054 0.0001 . 00005

99T enepound = . 00036 - 007 . 0005 7 00002 . 00006

The loan in Kuwaiti dinars |ncludes the sum of four hundred thousand Kuwaitl dinars fafling due dunnq the year 1998/99 enterad as part of the short term ‘toans. Slmilarty the :
loan in US doltars includes the sum of Six hundred thousand US doftars falﬁnq duein futt during the year 1998/1999 and which is also entered a part ‘of short term loans

23 - Debt settlement qams

On2 March 1998 a settlement agreement was sxgned to settle the loan with the Natlona[ Automobﬁe S
- Manufactunng and Trading Company {Kuwait). Under the prowsnons of this agreement the amount of the toan'
CU was reduced from 4,612,000 Kuwaiti Dinars to 3 000,000 KD to ba paid aver a period of three years mthout

. Interest. i was also agreed to write off. the toan interest accumulated to 30/9/997.

" The Cnmpany made a windfall galn asa resuit of the reductlon in the amount of the Ioan and the wntmq-oﬁ of ‘

o the interest accumulated to 30/5M1997 amountmg to 51, 326 047 Sudanese pounds, as tottows- R _
Gain from reductlon in amount of the toan~ - Lo ERT L "':"LS.-:8,181.788._

LS 43.1442597,," -

e Gam from wntmq off mterest on debt -

T e e B |_5- 51"325'047'.‘._ i

24 Capltat commitments

* The Board of Directors af the Compam,r ‘authorised the dlsbursat of future expenses amountmq to 1.2 blHIOﬂ
Sudanese pounds (1997: 122,860 million Sudanese pcunds) :

25 - Taxation

Under the Income Tax Exemption Order {Kenana Sugar Company Limited) 1975, the Company has exemption for
all business profit taxes for a period of ten years from the commencement of commercial production of refined
sugar in 1981/82. As a resuit of contacts made with the Ministry of Finance and Econom:c Plannmq in February
1988, this exemption is to be extended for a further ten years.

* 26 - Comparable figures S o L
Some figures for last year have been reclassified to match the classification for the current year.
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