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innovation, and investing in the health, =

personal development of employees;:

in the Community

Being a5 concerned with the welfare of cane growers -
a5 we are with our own fate, and showing we. valtie
our supgliers and stakeholdern;
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The Fiji Sugar Corporation Limited and subsideary companies

Corporate Profile

Qur Organisation

The Fiji Sugar Corporation Limited was incorporated in Al by an Act of 2arfiament in 1972 to take: aver
the milling activities with effect from 1 April 1973 It s successor to SPSM Limited and C3R Limnited.

On 12 April 2006 the Fijl Sugar Corpofation Act was repealed on allowing it to be governed under the
Companies Act,

Leir Sharehodders

The Government of Fiji isa myajor shareholder which owns 68% of shares while statutory bodies, iocal cmﬁi:'mnie_:f._
and individuals own the rest of the shares. The Corporation’s shares are listed and traded on the South Pacific
Stock Exchange Limited, '

Crar Business

The Corporation owns and operates four sugar mills located at Lautoka, Ba and Rakiraki on the main jsiand
of Viti Levu while Labasa mill is located on the second langest istand of Vanua Leva. The mills are strategically
located on the drier side of the two larger istands where condilions are more suited to gane growing, The
Corporation’s operations are mamly focused on the manufacturing skde of the Sagar Indastry in Fiji.

The Corporation 5 responsible for the manufacture and sale of raw sugar together with molasses a3 a
by-product. The Corporation owns and makntains sorme 720 kilometers of railway network on-which stigar
cane is- transported to the mifls, and manages the Sugar Cane Research Centre of behalf on the industry. The

Corporation is the largest sector emplioyer with a workiorce exceeding 2, 700 individuals during the peak
SEANGN,

The Sugar Industry is important to Fiji's econormy as it contributes about 6 percent of GDP, gererates-about
19.2 percent of 1otal exports with a total foreign eaming of FE216.1 million in 2005. Unlike many: other
export-ofented industries, most production inpuls are domestic and have a high regional impact and
crosr-sectoral linkages

The Corporation throwgh its subsidiaries and related companies is also engaged in the procurernent of material
and machinery (FSC Services Pry Limited, Australia), special development and project work (FSC Projects
. Lifm;&:ﬁ hiuﬂmmmﬂn Femhzﬂr I:Eﬁ&u.lﬁ'l Pﬂmfemhzgr Lm'l.llad_; nd,a,gnt.ulm B :ﬂg:&gmm
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Corporate Highlights

Financis Besully

= Dperating revenue for the year decreased by 3,196 o $235.2 million over the prévious year. Corsequently,
thee Corporation’s share of procseds decreased slightly to $69.6 million, compared o $71.4 million in the
PrEAIOUS YR

*  Consolidated operating losy after tax and extraordinary items reduced to $3.8 milion compared 1o
552,17 million profit in the previous year. The profit for thee previous year was princlpally due 1o conversion
ol Gowernment loans of §54 million o grant.

*  Cashfiow for the Group improved siightly to $6.1 million compared 10 an increave of $5.0 milion in the
previous year, This was directly stirbutable to the increase in révenue and managed capital investment
programme.

*  Atotalof $11.1 million was invested in the mills campared to: $31.9 million in the prévious year.
*  Eamings per share declined to ($0.09) compared 10 51,17 i the previoun year,

Qperations

= Atotal of L8 milllion tonnes of sugarcane has been crushed from an area of 58,559 hectares comparad
to 3.0 milllon tennes from 61,663 hectares in the previous yesr,

= Sugar production decreased to 288 906 lonnes compared to 314,139 lonnes In the previous year, directly
o a result of rechuction in the cane supply.

=  Tonnes Cane to Tonnes Sugar (TCTS) ratio increased 1o 9.7 compared 1o 9.5 in the previous year,
*  Cane Quality (POCS) decreased slightly to 11.4 compared 10 11.5 In the previous season.
*  Atolal of 246,497 tonnes of sugar was ssported compared to 273,648 tonnes in the previous yoar.

Industry Reform

*  The European Union announced progressive reductions in sugar price by 36% by 2009, commencing
withy a reduction of 5% fronn 2006,

*  The Corporation has entered Into a Line of Credit Agreement of $86.0 million with the EXIM Bank of
India to provide lunds for upgrading of the sugar mills.

= The Corporation implemented a2 number of initiatives 10 improve efficiencies a3 part of the reform
programme, including redundancy progiamme (o rationafise manpower level, streamlining Supply
Chain Management funclion and tightening cost control measures,

= Commence implementation of the Cane Development Plan to increase the production and quality of
cane was put in place
= Strengthen internal controls and overall governance 1ystems.

=  Conlinued investigations into diversification profects such as cogeneration and production of ethanal,

Arareernl RWepoo) 2006
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The Fiji Sugar Corporation Limited and subsidiary companies

Financial Summary

2006 2005
$000s S000's

Sales and Profit
Total sales 242,662
Operating loss before extraordinary items and income tax (2,546)
Incone Lax benefit B4R
Extraordinary item after income Tax 54,000 .
Operating peofit/(loss) and extrsordinacy items ahter income tax 52,102 ‘
Cash Flow
Operating activities 4,680
Ivesting activities (11.681)
Financing activities 12,600

| 4,999
Financial Position
Working capital 655
Totad aysers 224,188
Mon-current kabiites ~21,403
Sharehaolders” equaty 169,516
Total capitalisation 190,919
Additional Information
Ratio of current assets to current liabiities 1.1
Ratio of debt to shareholder” equity 0.3




Corporate Governance

AL The Fiji Sugar Corporation. Limited, we view
corporate  gowermanceE e s owedest  Csense,
almost bke a frusteeship; it is a philosophy o be
professed, a value 1o be imbibed and an ideology to
be ingrained In corperate culturs,

Corporale governance. goes much beyond mere
comphance; it is not a simple matter of creating
checksand balances. I is in fact & continuous process
of realising the Corporation’s objectives with a view
to make the most of evéry opportunity. It involves
leveraging its resources and aligning its activities to
consumer need, shareholder benefit and employee
grinwth. Thereby, the Corporation succeeds n
defighting its stakeholders while minimising risis

The ‘primary objective is to create and adhere
i0 & corporate culture of consclentiousness - and
conscigusness, transparency and openness, The
Corporabion, alms o develop capabilitbes and
identify opportunities that best sérve the goal of
vajue crealion, thersby . créeabing an oulstanding
organsation.

Board's Responsibilities

The Board: remains committed o uphokiing . the
highest standards of integrity and transparency in its
governance of the Corporation. The importance and
the value of a balanced interplay between manage-
ment, board and shareholdes withing the company
remain a major principle goveming the conduct of
the Corporation.

The Corporation abms to be ab the forelront of
internationally recognised best govermance practice.
The Corparation complies in world material respects
with the generally adopted govemance principhes.
Corporate governance, as a dynamic interplay of
forces, has its own sets of challenges and continues o
eviolve, especially in a small country like Fiji

Central to the Corporation’s sound corporale gover-
nance practices is the management of relationships
and ‘interests of its stakeholders, The Corporation
embraces these challenges through iy strategy,
people, tearmwiork, lepdership, experience and skills,
relationships and proper identification and control
of business nisk. In doing 50, the Board i5 required
to determine sound management information and
reporting system o the shareholders,

Aol Reprart 2006 _

The Board supports a strong disclosure regime
acknowledging  lransparency as a key element of
an effective corporate -govemance: syslem. This
includes timely and accurate imformation to be
disclosed on mattefs such “asx the  Corporation’s
financial and operating results, its objectives, major
shiare ownership and voting rights, remuneration for
directors and material foresesable risk factors.

In addition to disclosure on commercial objectives,
the Board encourages disclosure of policies refating
to the environment and the communities in which
the Company operates.. The Board meels every
manth and receives full informaticn in advance
to help it discharge its duties. A Directors Package

comprising pertinent -background information and
critical information on major risks, global industry
trends and Ffuture direction of the Corporation s
made available o all new direcion.

The Board abo supports the polices, pnnciphes and
standards set out inthe Companies Act, the accourdancy
profession, the South Pacfic Stock Exchange and
relevant statutory reporting requirements. While these
do nol detéermine the detsiled course of conduct
by directors, they support the need for the highest
standards of behaviour and accounitakdlity,

Composition of the Board

The Board. @ims to-bring  people of the right
calibre with a wide and diverse range of business
expenence and expertise, There are elghl directors
on the Board, appointed by the shareholders, Board
represeniation alio imcludes key stakeholders such s
the landowners and the growers
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Corporate Governance conlinued...

Board Cotrimitbees

The Board has appointed board commitiees. to
undertake specific  functions as - required GUnder
internationally accepted govemnance practices and
on the needs of the Corporation.

The Audit Committee, which is a significant
committee of the Board, operates under an Audit
Committee Charter and acts in an advisory capacity
to the Board, providing them with regular updates
regarding Ity activities and related recommendations.
The Committes reguiarly considers the effectiveness

of internal controls and risk management processes.

within the Corporation and  reviews it ﬁnan{i_a}
accounts 'and reports of the Corporation: and jts
subsidiaries. The- Committes also considers both

internal and external audit reports including the

results of the examination of the group fnanclal
statement and assesses. the performance of both
external and internal audit. Members of the Audit
Committee are Mr Damend Gounder {Chairman),
Mr Jaoji Koroi and Mr Andnd Singh.

The Lands Committee is tasked with formulating land
utilisation strategies for the Corporation's significant
larid hoidings. Its members are Mr Tukana Bovoro
and Ratu Savenaca Clomate.

A Cane Development Committee was sel up o
formulate strategies and determine programmes Lo
ensire adequate supply of quality cane reguired to
opersbe ot an efficient lewel,

Remuneration of Directors

A total of §62,903 was paid during the year for
directors’ services., Remuneration of dirdctors s
based on guidelines on fees of directors of public
enterprises, issued by the Govemment of Fij.  In
addition, the Company provides travel, medical and
professional indemnity Insurance for the directors.
The Board seis remuneration and scope of technical
and professional services required by directors in
addition to their services as directors.

Role of Shareholclers

The Board ensures: that shareholders are fully
informed of all major developments affecting the
Corporation’s . business. Information s commu-
nicated to shareholders in the Annoal Report, special
reports and forumis. The Board encourages full
participation of shareholders 1o ensare a high tevel of
accountability in determination of the Corporation’s
direction, strategies and goals.

Management’s Responsibility

The information presented in this report is prepared
by the Corporation’s Management which maintains
systerns of intemal accounting controls, policies
and  procedures lo provide reasonable assurance
a5 tothesreliability of the fimancial fecords and the
safeguarding of its assets. Management regularly

seeks independent assessment and  reviews of

its internal accounting controls, polickes and
procedures.

Boards of Subsidiaries and Associate Entities

Diirectors: on. the  Bosrds of ‘the Corporation's
subsidiaries and associate entities are appointed so
a5 to provide requisite skifls necessary o maximise
shareholder value and safeguard stakeholder interests
by promoting governance practices, policies and
procedures which -are generally consistent with
those of the Corporation.
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Board of Directors

Charles Walker
Exerptnee Chafrman

Mr Walker is.a retired diplomat and a former Cabinet
Minister, He helds directorship in BOC Gases (Fifi)
Limited and Golden Manufacturers Limited,

Tukana Bovoro
Beputy Chainmarn

Mr Bovoro s the Chisl Executive Officer of Fiji
Development Bank. He is also a Council Member
of the Fiji College of Agriculture; Board Member
of Sugar Cane Growers Fund, Mative Land Trust
Board, South Pacific Fertilizer Limited and Chairman
of Fiji Development Bank Mominees Limited, Voko
Industries Limited and Tokatoka Resort Limited:

Olota Rohovunisel

bir Rokovunisel is the Chief Executive Officer of Fiji
National Provident Fund, He is also a Director of
FNPF Investments Limited, FINPF Naminees Limited,
Fijl Gas Company Limited, Amalgamated Telecom
Holdings Limited and South Pacific Stock Exchange
Lirnited.

Damend Gounder

bAr Gounder {5 a businedsrian  whe owns: and.

operales varous companies in the Tourism and
Hospitality industry. He also serves on variows tounsm
commitiees, ks a board member of Fiji Islands Visitors
Bureau and a Director of Air Paciflc Limited.

Jaoli Koroi

Mr Koroi is the General Manager of Fijian Holdings
Uinit Trust,  He ooalso o Director of various: other
companies, to name -a few, Blue Lagoon Cruises
Umited, Asian Paints Fiji Limited, Fijian Holdings
Trisst Management Limited, Fijian Holdings Securities
Limited and Communications Pacific Limited,

Ratu Savenaca Qomate

Ratu Savenaca Comate is the Managing Director of
the Labasa Tikina Development Corporation.

Arvind Singh

hir Singh is-a businessrman and cane farmer from
Ba.

Abdul Khan

Mr Khan is an independent consultant 1o rmajo
organisations and Governments in the Asia Pacific
regieh an matlers. relating to energy sector. He is
also the Managing Director of Apynk Limited and
Director of Business Resources Limited.

Deo Saran
Company Secrefary

Mr Saran k& the Chiel Manager Corporate of the
Corporation.
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Executive Chairman’s Message

The financial year ending 31 May 2006 was a
pivotal year for the Corporation and indeed for the
Sugar Industry. Sewveral legislatve changes were
put in place as part of the reform of the Sugar
Industry, The F5C Act, 1973, was repealed, paving
way for the Corporation to be governed under the
Companies Act fosténng an environiment for greater
participation of stakehaolders: The enactment of the
sugar Research Institute Act will allow for the setting
up of a research institute to focus on research and
extension services. On going discussions were also
held on amendmients 6 the Sugar industry Act,

The Corporation continued with internal initiatives
aimed at reducing overhead costs  including
rationalising  manpower  fevels,  streamiining
procurement functions and  tightening  internal
coptrods ard Corporate Cgovermande  practices.
Investigations into - diversification profects such as
cogeneration and ethanol production alio continuwed

during the year,

Operating Results

For the year under review, the Corporation’soperating
revenue decreased 1o $235.2 million compared to
$242.7 million in the previous year, primanly due Lo
a decrease in sugar production which in turm resulted
from the decrease in cane production.

Despite reduction norevenue and before equity
accounting of investments, impairment charge and
mcome tax, the Corporation made & lumaround in
its operating results achisving an-operabing profit- of
1.7 million, compared to an operating loss of $5.0
million in the previous year,

After takinig into account equily accounting of
investments and impairment  charge which are
beoked for the first tinne this wear, net loss. froom
ordinary activities was 338 million, compared to a
loss of $1.9 million In the previous year, Impairment
charge was 38.0 millien and is related o assets that
will be replaced or will not be in use following the
completion of the mill upgrading works and possible
closure of the rail system as envisaged under the
reform programmie.

Cane Supply and Sugar Production

Cane: producton for the 2005 season decreased to
2.8 million tonnes, comipared to 3.0 million tonnesin
the previous season, Total sugar produced during the
season was 288,906 tonnes compared 1o 314,139
tonnes in the previous season. The tonnes cane to
make a tonne of sugar ratio (TCTS) alio-worsened
to 9.7 compared Lo B, 5 in-the previous season;, This
was largely due to lower cane sweetness and purity
and aiso poor mill performance. Harvested area of
cane was 58,559 hectares giving an average yield
of around 48 tonnes per hectare which was similar
Lo the previows year, but still well below the desired
levels of atound 70 tonnes per hectare.

Ongoing cane burning in the second hall of the
season, coupled with delays in fransportation severely
affected the guality of cane. Several inftiatives such
as conbract harvesting and: ransporialion wene
investipated aiming at minimizsing these problem
Areas

Capital Investments

The Corporation nvested $11.0 million dmoits
factories during the year compared to $31.9 million
inn the previous year, The reduction was planned and
is the result of more vigilant evalualion of capital
proposals and dovetailing capital works with the mill
upgrading works under the reform programme.

Markels and Sugar Price

On 24 November 2005 the European Union
annourmced: reduction inthe- Protocol Sugar Price
by 5% from 1 june 2006, a turther 179 in 2008
and 14% in 2009, bringing total reduction to
36%, The impact of this is huge 1o the Corporation
considering. that it has been making losses in the
past, even with the benefit of the European Union
subsidies. Fortunately in the nlerim, vworld market
price has improved significantly, negating some of
the effects of the initial reduction in the protocol
sugar price. Whether the ward sugar price will stay
at the current hevels is still not clear although the
iy term plcture books Bullish:




-
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Executive Chairman’s Message continued...

Ketorm of the Sugar [ndustry

Progress was made during the year on the reform
programme.  The Corporation has enteéred into
contracts with vendors from India for sopphy and
commissioning  of eguipment. The Corposation
entered into a finance contract with the EXIM
Bank of India for $86.0 million to finance the mill
upgrading works

The mill upgrading plan provides for upgrading
of the factories to world’'s best practice and will
be implemenied owver the next three years il
an estimated cost of 386 million. The prncipie
objective of the mill upgrading waorks will be ta
improve milling effictericies, introduce energy
conservation measures and produce better quality,
Very High Pal (VHP) sugar.

Consistent supply of guality cane will continue 1o
be critical for the survival of the Industry. In this
regard, the Corporation in association with geowers
has, developed a Cane Development Plan, aimed
at improving field activities and expansion of the
crop from the current levels of 3.0 mallion tonnes
te sround 4.2 million tonres by 2009, This s an
industry-wide initiative and will require cooperation
and suppoit of all stakeholders, including grovwers,
landowners, government and related institutions,
The Corporation looks forward o working closely
with these stakeholders in ensunng availability of
adequate amount of guality cane on a sustainable
basis; Adeguate supply of quality cane is an essential
for the survival of the Sugar Industry.

Ches initiatives will be meguired to. brng aboit
efficienicies  to  requitedt  lewvels, The current
manpower levels are excessive. |ob reductions
will be inevitable but will need to be handied in a
sensitive and responsible manner and In accordance
with the Caollective Agréements with the Unigns.
The harvesting and  transportalion  operalions
provide huge opportunities for cost reductions with
minbmum capital expenditure.

Diwersihcation

The reform programimes in the sugar manufacluring
business provide opportunities for  finarcially
attractive diversification and value adding projects
that could enhance the: protitability of the Sugar
industry. The Corporation continues to develop
cogenetation of electricity, production of ethanol
and other products.

Acknowledgment

Following the repeal of the FSC Act, the Board was
reconstituted. Ak a result, eight new appointments -
were made. | take this opportunity to thank
the- oulgolng directors for their dedication and
contribution and welcome the new directors for
taking up the challenges before us to make the
Sugar Industry globally competitive. | also take this
opporunity toexpress my appreciastion and gratinsde
to thie Govermment of Fili and other stakeholders in
the Sugar Industry for their continued support and

commitment.

Finally, my thanks go Lo all the employees for their
dedication and solidarity. | remain confident that
with the support of alt stakeholders we can maintain
momentum even in difficult and uncertain trmes and
succeed in the reform of the Sugar Industry to make

it globally competitive.

f%&f&’ {

Charles Wallker
Exsrutive Charmman
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Executive Management Group

Head Office Mills

Abdul Shamsher All Ubadutt

Chief Executive Officer (Acting) General Manager, Lautoka Mill

Deo Saran Mikaele Biukoto

Chief Manager Corporate General Manager, Rarowai Mill, 8a

Alipate Radrodro Penisoni Nabaro !
General Manager - Cane Development General Manager, Labasa Mill.

Subhas Chandra Bhan Pratap Singh

Eivisional Manager - Proguction Services Ceneral Manager, Penang Mill, Rakiraki,

Thomas Peters
Chief Engineer - F5C

Romulus Koster
Chief Engineer - Special Projects




Results of Operations

Tracliog

For the year under review, the Corporation’s
opecating revernse decreased o 32352 miliion
compared to $242.7 milion in 2005. This was
primarity due to an 8% decrease in sugar production
which resylted fram the decrezse in cone production
of P46, However, overage suGar price increased (o
1776 per tonne compared to 5739 pet tonne in the
previows year, following improvement in the worid
markel prce.

Dwespite reduction in revenue, the Corporation
achieved an operating profit of $1.7 million for the
year hefore taking into account equity accounting
ol eedmenis and impeiirnent chamge, Compansd
to an operating loss of 5.0 milion in the previous
yoar. The improvement in operating resuits was
directly attributed to stringent cost control measures
introduced during the year Milling elficiencles
rermabisd around the wme level as in the previoos
pear

The Cofporation adopted equity accounting of
irvestrments and impairment charge during the year.
Consequenthy, [0 for the year was 53,8 milliom,
compared Do loss of 31.9 million in' the previcas
year, impaimment change of $8.0 millicon was in
respect to assets which will be replaced or will not
be wied after the completion of the mill upgrading
works and the closure of rail system,

Cane Production

A total of 2 B million tonnes of cane wal crushed from
an area of 58,559 heclares giving an average yield
of around 48 tonnes per hedtare, The production
declined from last season. The mone pronounced
dvop was &t Lautoks and Rarawal. Overall yield per
hectare has improved manginally over the previous
yoar, This emabic cang producton gnd semuar uiet
productivity, together with dechining area under
cane had becomé an area of concern to the industry.
The Corporation iy in the process of preparing road
maps 1o ensure sustainable supply of quality cane.

The ongoing problem of cane burmeng increased
dightly over the previous season. The Corporation
i imvestigating indtiatives and strategies to cuttail
this problem through contract harvesting and

AT Renort 20046

transportation which is expected to provide order
and discipling in these operations. Scheduling ol
harvests = also #xpected o assure thal cane will be
harvested and promiptly defivered 1o the mills and as
sich, should reduce instances of buming.

Harvesting and Transportation

Thie rail transport flest and nfrastructure continued
io altect the efficiencies of our operations. Alound
566,030 tonnes wiad comeried 1o lomy compared 10
536, 700 tonnes in the previous season. This would
result in decline of 195,180 trocks in the rail sysberm
In view of (he shorcomings in the rail system, the
rall crop ralo agenst the lomy mode of Oelivery
continues to decline. This should provide he
gpportunity o rationalize fleet and infrastruciure,

L.!!H{-' i:luﬂlﬂ..'

The 2005 seasonal average POCS (Pure Oblainable
Cane Sogar) and cane punty of 11.4 percent and
B2.4 was marginaily fower than the 2004 vabues
Rarwwad mill saw 6 considerable drop B Sweeiness
whireas Penang reahlized a much higher POCS/
purity cane in 20045 season. Provailing weather was
the contribiting factor.

Farming Asustance Scheme

The Farming Assistance Scheme, a total of 1,231
growers have already bernefited from this scheme,
utilised $3 501,230 It was encouraging to nole
that despite condtraints “and bolllenecks such =
growers nol resdng on farms,  mon-svadability
of farm meachinery and difficulties experienced in
ohtaining the same for hire, growears did thelr loved
best in coping up with the farming practices.
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Results of Operations continued.

Crushing Operation

In . comparson o the J004 season, all mills
cormmenced the crushing season much earlier in
2005. Lt years late vart had prolonged the finish to
the segenn into |anuary for Lautoka mill in particular,
in 2005 season, Labasa Mill was the only ane thal
struggled Lo finish the season by mid December,
Rarawai MEll had the best run and finished ity crop
by the Ard week of Qctober. Generally, the season
fength wains shorer due o lower crop sze. Only
exception was Labasa Mill which had a bigger crop
and a longer season length

Sugar and Molasses Production

During the year, a total of 288,906 tonnes of wugar
was produced. TCTS ratio worsened 10 9,7 compared
o 2.5 in the previous season and was atltributed $o
decline in both cane quality and mill perfermance
A potal ol 117770 tonnes of molEses wad abso
produced. Compared fo the previous seaon of
2004, there was a decline in crop by 212,515 tonnes,
sugar by 25,228 tonnes while molasses production
mrcreased by 4,586 lonnes,

Fo hmnﬁlan-il-h:.m ,pmdun-_-

Prodieciion

Lauieka | Barawal | Labais | Pypang
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Five year produciion

In the mecent yews, crop production has been
incomsistent and i generally doe o erratic weather
patterns which have a dignificanl impact on the
crop. Overall there has been a declining trend in the

Crop sire.

Five peor piodectisn
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The  Corporation 75 working with the relevam
stakeholders to ersure sustained supply of quality
cane at levels required under the Sugar Industry
reform programime.

Weekly Operating Hours

Overall the average operating hours: per week
decined compared 10 the poevious season.
Only Rarawai Mill realised an improvement in its
perlormiance. Labasa Mill continued to sustain high
plant related problems. This i a serious conoern
to the Corporation and remedial deps were Lien
during the 2006 maintenance period o ensure
reliability of mills in. the ensuing seaton, Problems
weire primarily operator redated and these are being
addressed through putting in place more disciplined
mantenance and operating programmes  and
parameters. Plant and machinery refated stops afso
conitributed o decline in operating hours. Both
Labasa and Penang Mills had to deal with major
breakdowns several times in the season.

M Devanibimmie-2005 season (Hrs fak)

Thete was a substantisl ncrease In the cane supply
stops faor Lautoka Mill this season compared to the
previous weason. Mechanical harvesting prowvided
soume rebled but was not sufficient to make up fully for
the shortiall in other areas. The cane supply was atio
poar at the other three milis, Major problemns with
supply wers encountered during weehends/ cane
pay week/sochl events, games and wet westher,
Poor harvesting effort atio contributed Lo the poor

CanE supply.




Hewglts o Qporations contifued,

Average Lrosniing Rates [Icph)

Crushing rates were gencrally adjusted o sl the
@ne supply. Al other bmet, The rile was dactated
by the mills ability 1o crush and  process. Siale
bumt cane dowed The mills down consigerably in
the second hall of the sesson, The performance of
Lavtoden BAIE improseed  after the "liltmg screws” in
the diffuser was replaced with a8 more ellective set
in the fast slack season. The rates for Rarawai and
Labasa dropped marginally whersas Penang saw a
slight improvement

Sugar CQuality

High dextran in sugar wat the anly mage concem
with regards o product quality. This probiem was
& real concemn towards the end of the weason when
Feamailinag lange guantins of slale burnt cane. With the
improverment N the kanvesting and ransporiation
operations, i B expected that this msue will be
adequately addréssed

Marketing

SUgar and Molasses Expons

Sugar mandfactured lor export in the 2005 feason
veds sold -and shipped primarily o the United
Kingdom (73%) and the remaning to USA and
japan. The trend was umilar 1o the previols vears
and i expected to continue in the future at the
current level of production. When the production
increates, additional sugar will be soid in the world
market preferably o Japan

Anrnegl Report 2006

MWhotasses produced dunng the sexon werp exported
to jamaica (28%) Puerto Rico [599%) and the
remaming o Bored and Mew Zealand. There were
na changes in the molasies market during the year

EL Sugar Regime Reform

The most significant development during the year
under review, which s likely 1o have far reaching
implications for the signatory States of the ACP-EU
Sugar Protocol, such as Fii, was the adoption by
the EU Councll of the three Regulations on the
reform of the sugar regime on 20 Febroary 2006,
These include the basic regulation on the comimon
organisations of the markets in the sugar sectaor, the
regulabion on direct support schemes for BU farmen
and the regulation on the restructuring of the EL
sgar indusiry,

Sugar PHce

The curment intervention system will be replaced
by ‘relerence price’, supported by private storage
scheme,. There will be & total price cub . of 36%
spread over four years commencing with an initial
5% price cut in 2006 which remams the same in
2007 tollkowed by a cut of 17% in 2008 and finally a
further cut of 14% in 2009, This means the coment
rany sugar price ol €323, 7/mi will be reduced in
€335.2/mt in 2009, An aid package of €150 million
has been slocated Do (raditional refiners 10 asiist
during the transbonal perod.
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Results of Operations continued...

EU Action plan on accompanying measures

The European Commission Regulation establishing
BrcormpEnying measirss for Sugar Proloool countries
afftected by the-reformn of the ELLsugar regime was
published in the Office Joumal of the European
Linicn on 2T February 2008, The specific. degreée and
mechanisms of EU assistance will be negotiated with
each country by the Europesn Commission and. its
EiF-delegabions - the respeciive countries based on
their strategles for adaptation. Out of the first year's
allocation of €40 milion from the EU to the 18 Sugar
Protocol supplving States, Fi's indicative allocation for
2006 15 £3.5 mislion,

Special ACP Ministenial Conference on Sugar

Ministers responsible for sugar from the ACP States
signatory to the Sugar Protocol and LDC suppliers
under the EBA initiative mel in Kisumu, Kenya from
&2 to 25-Seplember 2005 for the 9th- Special ACP
Mintsterial Conference on Sugar. The Conference
was also attended by representatives of the vanous
ACP sugarindustnes.. The theme for the Conference
wai “Promoting the Sustainable Development
of the ACP Sugar Sector”, The Conference heard
submiissions from the European Union, European
sugar indusiry stakeholders, Tate and Lyle Sugars,
ACP industries, NGOs, World Trade Organisation
experts and International Sugar Organisation,

The Conférénce undeérfined that the ACP and the
LOCs were not avense e Lhe metorme and several
countries had calready embarked on a2 mager
restructuring programme o enhance  the
productivity and  competitiveness of their  sugar
indiustries, However, & drastlc cut In price and the
consequential reduction in-Earnings will - adversehy
affect these eéffornts 1 the Commission’s reform
proposals go through,

hiinisters stressed that a realistic financial sUpport
package should be provided by the EU and this
should be front leaded e fund the identified needs
in accordance with the country spedific studies.

The Conference underscored the imporbinoe of
the- sogar industries for the various ACF States
signatory to the Sugar Protocod and the EBA initiative
i terms of its contributien lo the soclo-ecomomic

’——

development and the multifunctional role it plavs in
the respective ACP States,

Warld Market

The wear 2005 has been-an incredible omefor the
sugar market with future prices rsing to ten-yvear
highs. Prices remaned range-bound for the: first half
of the year due to speculative selfing and an increase
in EU export dvaikability.

The impendimng reformn of the EU sugar regiome will
radically change the market. A sharp reduction in EU
export volumes was expected, which will be bullhsh
tor sugar values, in particular white sugar prices.

Ethanad has been: a further factor in the market’s
strength  following  increase demand for  fuel
Pemand for ethamol in Brazl has been boosted by
the very strong sales of fex-fuel cars; which are able
torrun on both ethanol and gasoline. As a result,
an increasing - volume of Brazilian cane has been
diverted away from sugar production into ethanol
Ethanol exports from Brazil have aisn been strong,
with increasing interest in biofuels worldwide.

Leoking fenward, the medium term picture.continues
to ook bullish, The market’s strength reflects suigar's
changing dynamics, as the market moves from
surplus to deficit. This is being driven by the three
piltars of structural reform in Europe, rising ethanol
demanid ard vrderinvestment outside Brazil, These
strategic. drvers wall continue to:keep the sugar
marke! buoyant during 2006,

People, Health and Safety

We strive to- promote ouf culture that will inspire
evervone as a team, commitied to the growth -and
the vitality of our company and of the Sugar Industry
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at lange. Such a culture s possible when people are
givery the freedom to achieve and take personal
responsibilites o make things happen. Buiding an
EFSEHITNG WK ENATORETIENE MECUines Comimatrent o1
all levels

Buring the year, we have invested sigrsficant
amount of tme, effort and energy to inipire our
peEope by infusing valuss of trarparency) falmess,
respect and recognibion. At the same time, enfarcing
accountability and taking appropelate remedial
measures to st discipline in the work place, 1t was
encouraging to see thal our people perevered and
rose to these chaflenges.

wanpower Lesvels

The Corporaton’s ormpandstong structiing cont-
nued to evolve © mesl the changing needs of
the Corporation. The currenl manpowsr levels
are excessive: and will need 1o be rediced. The
Corporation i mindiul that job reduchions will be
inevitable but recognise that these will need to be
handied in & sensitive and responsible manmer.

Significant annual leave remain outstanding Lo emp-
loyees. During the year steps were taken to ensure
that employees take reguiar annual leave and that
outstanding leave obligations were reduced to
reatonable levels.

Irstustrial Relations

The Corporation and the Unioms maintzined a
cordid working reiationship throughout the year
and met reguiarly to maintain wolidarity, high staff
morale and pasitive working enviFonment amid
a very trying operating environment, The parties
successfully negotiated and settled most of the
issues in the uniony' Log of Claimy.

It was pleasing to see that during the year there
were no losses due to industrial action and our
appreciation goes to the unions for thisr cooperation
in resolving difficult lssues. Weo would like to record
o appreciation o the uniors and the emiployees
for their conbniued parthersng

As in previous yean, the Corporation continued o
assist the unions in organiing annual sports days
to promote fellowship amongst the employess and

thelr families. These provied Tremendous SUcoess and
demonstraled the spinl that could be hamessed
lo improve the productivily and growth of the
Corporation

Occupational Health and Safety

In fine with the implementation phase of our OH3
Maragement Systern Manual, the focus during the
year has been on OHY Tralning-and: Promotion,
We were able to conduct in house OHS accredited
tramipg e our OHS Committess for the first time,
as 'well as conducting more specialized OHS training
that are competency based.

The devsopment of our monthly OHS newsletiers
wias alio a major Mghlight durning the year as this has
chizvalod employees’ awarsness and poercepinnd o
DHS. This has positively resuitéd o redisction To our
winri related inufes

Through the wobament of the Corporation’s
empioyeds and on going iesdership support, we
are pptimistc of schienng our goal of becoming
a resilient organization as we pursue the full
mplementation of our OHS Management System
which underlines the Importance of integration of
safery inbo our Dusingss praciices and performance.

Risk Management

With the need to continually improve and maintain
good risk management practice, the Corporation
has put in a lot of emphasis in this very important
area throughout the year. This invobeed  working
chosely  with  our risk consultants, and sefting
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Resuits of Operations continued...

up-a risk management systemn which is globally
competitive and suits our needs, The Corpodation’s
Risk Management Programme 15 developed in
accordance with the Australian/New Zealand
Standard on Risk Management, AS/NLS 4360,

The focus throughout the year has been on the
firalisation of the Risk Action Plans that we have
prioritised and recognised as needing immediate
attertion frern our sk registers. After the completion
of the Risk Action Plans, we are now at the final phase
of developing our Risk Management Manual which
will now be used by the Corporation as an internal
tool to manage business risk effectivedy.

Training and Development

The Corporation values the need o hamess the
creativity ” and - innovation n our emplovess o
bring about improved productivity. It is through
various tralning: initiatives and dimensions that the
Corporation intends to develop employee patential
to perform: beller thereby bringing about improved
work place produoctivity. In recognition of this, the
Corporation continues to develop and review training
and development plans in line with the needs of
the business. The plans #ré aimed at résponding to
anticipated business and ndividual needs,

Daring the vear, the Corporation re-established the
Corporate Training Centre. A total of 170 courses for
4,920 participants were organized, The Corporation
spent approximately $125 per participant at these
courses, It will continue to foous on emploves
development and skifls upgrading through an
integrated training and development programme.

Lrnararament

Cur shareholders, our customers and employees and
more generally the society as a whole expect the
Corporation to behave responsibly with concern for
the economic, social and environmental valees that
provide foundation for sustainable development, In
this regards, the Corporation remains committed
ta responsibly minimising adverse impact of s
opErations on emvironment.

Waste Water

The Corporation pians 1o insiall new  aerphic
digestion system 1o treat all Hgukd waste. Internal
operational controls were improved throughout
the year in order to mimmise waste and probect
the environment. This has resulted in improved
productivity.  Continuous  improvement  ‘was
also carried out to our factory floors in order to
minirrise waste and to continucusly improve on our
hotsekeeping standards.

Solicd Waste

Land pollution from solid waste storage can arise
from the leachates that can efter the ground water
oF water in the drains reearby There iy ca certain
percentage of sugar in the bagasse that increases
the BOD causing adverse effects, Problems arise
when rainwater seeps into the stockpiles, if they are
not covered of not properly stored on a Concrete
bunding.

The Corparatign has put in necessary controls in place
to ensure that leachates is re-directed to pollutions
ponds for treatment, Mill mud, dny ash and excess
bagasse will be processed for use as fertiliser in cane
fiedds.

& Pollution

As parl of the mill upgrading works; the Corporation
intends to install wel scrubbing systems in the botlers
to reduce fly ash emission.

We bave also started. on the devetopment  and
documentation of our Environment paoficies and
procedures. The Corporation’s objective i to have
aninbegrated OHS and Ervironment management

‘system that can be practicably implemented.
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Infarrmation Systorms

We  continued  our  commitments towards higher
achiswernents by  being
some of the achisvements for the year were Lhe
strengthening of our Helpdesk Operations, thus
minimising hardware, software and networking
downtimes, implementing major T paolicies,
netwirk remediation  projects, introduction  and
installation of wireless LANs, enbancements o our
Intranet, standardisation of computer equipments,
operating platform,  and  development  and

custormer  Tocused,

implementation of application far the Supply Chain
Management Project

Resgarch

The first step to achieve the sustainability of the
Fijian sugar industry through research, development
and extension has been activated e, ta create an
independent Resparch Institute. This may bring
the much warranted improvernent in financial and
human resource support, The other key element in
promoting the sustainability of thee sugar irdusbiy
i the provision of an effective Information Transfer
Unit. There hias not been much progress made in
the @riea,

The new cane vanely; LFR1 = 1825, was released for
commercial planting at the commencement of 2006
planting seasom. For Vit Levi mills, the seéd material
iv gliven free of charge to five growers: per cane
sechor, for further propagation, This variety is early
maturing, high sugar yielding and has preferable
agronamic charschers.

The éxtension approach of individual grower contact
with provision of specisfsed service which was
adapted in mid last year is giving some results. This
approach deals with the mosl productive growers in
a sector.

The growers, whase average production has been
owver 450 tannes per farm and those with average
yields ol over 55 tonnes of cane per hectare, have
been selected as project growers. They are visited
regutarty on am eight week visit oycle, The chjective
Is Eo ncrease prioductiviby: of these growens throogh
reduction i cost of production and increase in
yiehd,

The industry has established a revolving fund which is
rade avaitable to the cane growers for establishment
of plant cape; The plan is that the money s made
available for successhve planting. Many growers are
taking advantage of this facility.

The four FAC estate farms under the managerment
ol Sugar Cane Research Centre have improved the
total production per unit area. However the cost
of production is still high. This is due to many years
ol negléct and the high cost of harvesting and
delivery,

An-estimated 15 - 20 % vield reduction in the Sugar
Industry is caused by the use of sub-standard quality
of planting material. This is an area that has been
regiected by the growers aivd over the years it has
worsened considerabdy. The Corporationds commilted
to improve the situation and has established seed
cane nurseries In all 38 cane sectors. The growers
can source high quality planting material from these
nurséries. It will improve the degree of germination,
tillering and resultant yield,

Acknowledgement

We would like to thank our employees for their
steadfast- loyaity 1o the Corporation, ouwr major
stakeholders, Government of Fiji, the growess and the
landowners tor supporting our operations through
these chaflenging tmes. We remain convinced that
with the support and cooperation of all stakeholders
and with the dedication and solidarity of our people,
we will rise to the challenges that e ahead,
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The Fiji Sugar Corporation Limited and subsidiary companies

Directors’ Report
for the year ended 31 May 2006

In respect of the financial year ended 31 May 2006, the directors of The Fiji Sugar Corporation Limited submit
the following repost in accordance with a resolution of the directors:

Directors resigned during the year (13th April 2006):

Mr Ross George McDonald o
M- Rasheed Akhtar Ali
M lsirmels Savutimi Bose
Mr Bhoo Prasad Cautam
Mir [ay Lal

I'he following persons were appointed on 13 April 2006, hold office as directors of The Fiji Sugar Corporation i
Limmited:

Mr Charles Walker (Executive Chairman)

Mir Tukana Bovoro (Deputy Chairman)

bdr Dlota Rokowvuanisei

br Damend Gounder

M Jacji Koroi

Ratu Savenaca Qomate

Mr Arvind Singh

wir Abdul Khvan (appointed on 31 May 2006)

Croup Accounts

The accounts have been consolidated on the basis that the Corporation fully owns the equity capital of the
subsidiaries. ' '

Principal Activities
Thie Corporation owns and operates four sugar mills and is fnvohlved in the purchase of cane, manufacture and

sade of sugar.

Trading Results

The consuhidated trading results are summarized below:; 2006 2005
Operating profit/(loss) 1663 (5,046}
Prowision for inventory write down (L7227 -
Pravisions reversed during the period = 2,500

Impairment Charge on plant & equipment
Share of incomefiexpenses) from assodiates

Operating loss before extraordinary item {2,546)
Extraordinary iterm niet of income tax 54,000
Operating profit/(loss) and before income tax 51,454
Income tax benefit 648
Met profili{loss) for the year 52107




Lhvidends
The directors recommiend that no dividends be declared for the year ended 31 May 2006,

Reserves

The directors recommend that $27.000 be transterred from the asset revaluation reserve o retained |
e |

Bad and Doubtiul debts ‘

The directon took reasonabie steps before the company™s and the group’s financial statements were made
aut to ascertain that all known bad debls were written off and adequate provisions were made lor doubtful |
dells.

Al the date of ths report, the dinectors are not aware of any circumatances wiich would render the amount |
written off for bad debts, or the amount of the provision for doubtiul debts, inadequate to any substantial
extent. {

Current assels |

The direcion 100k reasonable steps before the company’s and the group™s financial statements were made out
to ascertain thal the current assets of the company and of the group were shown in the accounting records at
i valus equal to or below the value that would be expected to be realised in the ordinary course of business. i

At the date ol this report, the directons are not aware of any circumstances which would render the values
attributable 1o the curent assets in the financial statements miskeading. |

Basis of Accounting F
The accaunts have bewn prepared on a going concem basis on the understanding that sufficient funds will be .
obtained from huture aperations and in the short term, if need be, Irom the Govermment which togethar with [l
the availabdity of bank or other flinance will ensbie the organization Lo meet s obligations as and when they

fall due, The directors believe that the corporation will be able to continue n operation for at least 12 months I‘
fram the date of this statement and the classification and carrying amounts of assets and liabilities as staled |
in these accolnts are appropriale. I

Dther Clrcwmstances

At the date of this repory, the direcion ane not aware of any cirumstances nol otherwise deall with in Lhis
report o financial staterments which render any amounts stated In the financial statements misleading

Linusual Transactions |

The results of the company and group’s operations during the financlal year have not in the opinion of the I
directors been substantially alfected by any Hem, transaction or event of a matenisl and unuiual nature other |
than those disciosed in the financial statements. I

Annual Report 2006 = —— FxJ '
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Directors’ Report (continued)

Likely Developments

(i Implementation of the Sugar Industry Revival Programme

As part of the reform of the Sugar Industry the Corporation will be implementing plan for upgrading of

its mills.. Total project cost over the next three years is estimated at $86.0 million, which will be financed

through a loan fram the EXIM Bank of India.
(Hy Diversification

As part of it"s divenification sirateqy, the Corporation is in the process of evaluating options to undertake

co-generation of eleclricity and production of ethanol [
(i) Sugar Industry Reform Legislation

The Corporaticon i in the process of making submissions to the Covernment on the institubional ’
restructuring of the Sugar Industry and the changes on the Sugar Industry Act, arising therefrom.

Evenls subsequent to Balance date

ta charge on the auely of the hotding company and 25 subsidharies has arisen snce the end of the financial
year to the date of this repont to secure the kabilities of any other pernon,

Mo contingent habifity has arisen since the end of the financial year to the date of this report,

Mo contingent of other lability has become enforceabie or is Tikely 1o become enforceabie within a period of
bwiehve months after the end of the financial year which, in the apinion of the directors, will or may affect the
ability of the holding company and its subsidiaries to meet its oblgations when they fall due.

Directors Benefits

Mo director of the company has, since the end of the previoas financial year, received or become entitied
lo receive a benefit (other than a benefit included in the total amounl of emolurents received or due and
receivable by directors as shown in the company financial statements) by réasan of tontract made by the
company o related carparation with the dirsctor or with a firm of whicth he is a member, or with a company
i which he has substantial financial interest.

Sigrved in accordance with a resolution of the Board of Directors this 260h day of july 2006.

For and on behall of the Board:

Director EHHI_:_".HI"'




Statement by Directors

In the opmion of the directors:

(2]

(b}

()

the-accompanying income statements are-drawn up So-as to give a true and fair view of the resolts.of
the company and the group for the year ended 31 May 2006;

the accompanying balance sheets-are drawn up to give a trie and fair view of the state of the company’s
and the group’s affairs at 31 May 2006;

the atcompanying statements of changes in equity for the year ended 31 May 2006 are draswn up so0'as
1o give & true grd fair view ot the movement in shareholder's funds; and

the accompanying cash flow statements are drawn up so as to give a true and tair view of the cash flows
of the company #nd the group for the year ended- 31 May 2006

For and-on behalf of the Board of Birectors by authority of & resolution of the Directors,

R

= x'l 8, : : A
ft{*ﬁ‘tﬁ_ﬁ. 3 | |ﬁm14,,h_

Director Chirector
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Independent Audit Report Deloitte.

to the members of The Fiji Sugar Corporation Limited

Scope

We have audited the financial stalements of The Fiji Sugar Corporation Limited and of the Group for the year
ended 31 May 2006 a3 set out on pages 25 10 47, The company’s directors are responsible for the preparation
and presentation of the financld statements and the information they contain. We have conducted an
independent audit of these financial staternents in order 10 EXpress an opinion on them 1o the members of
thie comparmy.

Duir audit has been conducted in accordance with Fiji Standards on Auditing to provide reasonable sssurance
as to whether the financial statements are free of material misstatement. Our procedures included examination,
on a lest basks, of evidence supporting the amounts and other disclosures in the financial staterments and
the evaluation of alcounting policies and sgnificant accounting estimates. These procedures have been
undertaken to form an opinon as to whether, in all material respects, the finandial statements are presented
fairly In accordance with Fiji Accounting Standards and the Companies Act, 198 so as to present a view which
s consistent with our undentanding of the company’s and the group’s financial position, the results of their
operations, changes in the shareholders” equity and the company’s and the group’s cash flows.

The audit opinicen expressed in this report has been formed on the abiove basis,

Audit Opinion
i our oplion:
{a) proper books of account have been kept by the company, so far as it appears lrom our examination
af those books; and

(b} the accompanying financial staterments which have been prepanid in accordance with Fiji Accounting
Standards:

(i} are in agreement with the books of sccount;
(H) to the best of our information and sccording to the explanations given 1o us:

(2) geve a true and fair view ol the stale of sffairs of the company and the group a at
31 May 2006 and of the mesults, changes in shareholders’ equity and cash flows of the
company and of the group far the year ended on that date; and

(&) give the information required by the Companies Act, 1981 in the manner so required.

‘We have obtained all the information and explanations, which to the hmufuurh-nuﬂgrmd heloel werre
neceisary lor the purposes of our sudit.

Emphasis of Matter

Without qualifying cur opinion above, we drave your attention 1o Mote 1.1 (i) 1o the financial statement, which
refers o the preparation of the accounts on a going concern basis and which indicates that the continuing
viability of the compuny and the group is dependent upon ongoing support from the Government of the
Republic of the Fiji Isfands. As noted in Note 26 to the financial statements, the Government had provided
a guarantes limided to $75 million 1o allow the company (o bormow in shon term money market. which was
valid wntil 31 May 2006, However, as noled in Note 15, during the year, the Government has provided a new
guatantes of LIS350.4 million for borrowings from Export Import Bank of India.

The financial statements do not include any adjustments relating o the recoverability and classification of the
recorded a3set amounts and danification of Rabilites that may be necessary should the company and the

group be unabde 1o continue as a going Conoem.
D elac
Suna, Fig Deloitte
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tor the year ended 31 May 2006

Turnover

Less: Cost of sales

Ciross prafit

Dither incoma

Adminsirative expenses

Diher expenses

Provision for imeentony wiile Oown
impairment charge on plant and equipment
Pravisions lor unirsured risks reversed

Profit/{Loss) from operation

Hnance cos1s - nel

Share of boss from associated companies
Operating loss before income tax

Incoime Lax crecht

Met loss from ordinary activithes
Extraordinary item - nel of income tax
et profit/ (loss) for the year

Basic sarnings per share

Daluted earnings per share

Motes

b=

Consolidated
2006 2005
5000 $'000

AT 242,662
QE.% (239,487)

7,488 3,175

BAS 479
Sea3y  (7.591)
{31 (769)
(6,205) :

ey 2300,
(3390 _ (5.381)
ﬂ-ﬂﬁ {2.206)
f.&:g.;( (340)
o
A3  e4B
84 (1,898
- 54,000
B 52102

{0.09) 117
10.09) 117

Haldipng Company
2006 2005
$'000 3000
235217 242,662
ME' {239 4.70)
7,507 3,192
'I;.:‘I'ﬂ 90
(5.582) (7.693)
(830 (769}
{(L777) -
{Eﬂm y
B 2,500
(12044)  (5.572)
{5,537)  (2.380)
(438) (354)
Cesd)  (2.734)
i 678
(3561)  (2.056)
s e e _s'..lmn
Gy _sise
M 1.17
(o8 117

The above income statements should be read in-conjunction with the accompanying notes.
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Balance Sheets

As at 31 May 2006

Notes Consolidated Holding Company

2005 2006 2005
s'o00 000 3000

Non-current assets .

Property, plant and equipment 3 189,292 : 189,273
Investments 9 972 92
Total non-current assets 190,205
Current assets

Inventones 1 17,812
Receivables and prepayments 10 9,033
Cash at bank and cash equivalents 12 __5n2
Total current assets - AZSar
Total asiets 22762
Sharehoiders’ equity

Share capdtal 13 22,200
[ 14 126452
Retained eamings 19,919
Total shareholders’ equity 168,571
Mon-current liabilities

Term loan - secured 5 .
Delerred income {1 1,639
Provision for defermed income tax 17 19,436
Provisions 18 _ 128
Tatal non-current Habilities 21,403
Current labilities

Creditors and borrowings 19 15,319
Proviuons 18 5469
Tesrn loan - secured 15 12,000
Total current Fabilities 32,788
Total equity and labilities (222,762

mmmmuahﬂHHMMMﬂHﬁﬂmmmw
statements have been approved by a resolution of the Board of Directors.

For and on behalt of the Board




Statements of changes in Shareholders’ Equity

for the year ended 31 May 2006

Consolicdated

Badanice at 31 May 2002

Reversal of revaluabion surphs upon
ibsposal of property

Mot profit for the year

Balance a1 11 My 2005

Rerveisal ol fevalialnm SUSESuM upson
disposal of property

Aciusstmenits o retained -sarmings brought
lorward, for recognition of the change in
accounting policy pertaining to nvestments
in Essociated compandes, from cost method
Lo eduisly melhod

Mt foss for the year
Balance al 31 May 2006

Holding Company

Balance at 31 May 2004

Reversal of revaluation surplus upon
disposal ol propady

et profit for the vear

Balance at 31 May 2005

Reversal of revaluation surplus upon
disposal of property

Adprstrments to retained eamings brought
forward, for recognition of the change in
accounting poficy pertainmng 1o investments
in associated companies, from cost method
o equily method

tdet boks Tor the year
Balance al 31 May 2006

MNoles

14

4

Share Beserves  Retained Total
capital Eamings
$'000 5000 5000 § 000
22200 126489 (31,375 117414
= {37} 37
- = 2102 5202
22200 126452 20864 169,516
{27) 27
. 4,200 4,200
R _LBE  (3.834)
22200 126425 | 21,257  169.H82
22200 126489 | (32062) 116,627
- (37) 37
R 51,944 51,944
22,200 126,452 13919 168,571
. (27) 27
- 3424 3424
AT = (3.561)  (3.561)
12,200 126,425 19869 6B 434

The above changes insharehalders’ equity statements should be read inconjunction with the accompanying

reodes
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The Fiji Sugar Corporation Limited and subsidiary companies________ =

| Cash flow Statements
for the year ended 31 May 2006
Motes  Consolidated Holding Company
2006 2005 2006 2005
£'000 000 5000 000

Cash flows from aperating activities

Cash flows from financing attivities

Receipts from trade and other recebvabiles 236865 | 243,654 237078 243,756
Payments 1o trade payabies, N . "
other suppiers and employess (220.734) (238.851) m (237.461) '
Interest receved 253 39 235 25 |
Dividend received 7 217 333 138
Income taxes paid (22 - - . |
intersst aned other cost of fimance paid &7 (379 1 _(379) \
wet cash flows provided by operating activities s 4,680 . 6,079
Payments for property, plant and equipment foEy 01837 (0813 (11,837
Proceeds from sale of property, plani and equipment A 155 R 156
Net cash flaws used in investing activities (10,695) (11,681) (10,706) (11,681
Loans from Export Import Bank of india 7.044 . iﬁﬂ'

Repayment of Sugar Cane Crowers Fund (12,000) : m 3

Loans from Sugar Cane Growers Fund Do 12000 EEESSES 12000

Net cash flows provided by financing activities ~_ (4956) 12,000 (4356} 12,000

Nt increase in caxh and cash equivalents 120 4,999 :f:m: 6,198

Cash and cash equivalgnts at 31 May 2005 LSR8 A%
Cash and cash equivalents at 31 May 2006 12 618 o5 | s4i7r

The abhove staternents ol cash flows shoubd be read in conjunction wilh the atCompamying notes.




Notes to and forming part of the financial statements
for the year ended 31 May 2006

Accounting policies
Index to Accounting policies Page
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The Fiji Sugar Corporaticn Limited and subsidiary companies_____ =

Notes to and forming part of the Financial Statements
for the year ended 31 May 2006

1.

11

1.2

Accounting policies

The principal sccounting policies adopted by The Fiji Sugar Corporation Limited and its subsidiaries
are stated to assist in a general understanding of these financial statements. These policies have been
consistently apphed by the group companies except &3 otherwise indicated.

Basis of preparation

{i) The consolidated financial statemenls have been prepared in accordance with Fiji Accounting
Standards and the Fiji Comparies Act. The consohdated financial ststernents have been prepared
winder the historical Cost convenbion using the accounting pobiches as gh'erl beiow and except where
stated, do not take into account changing money values or current valuations of pen-current assets
and financial instraments.

The preparation of financial staterments in canformily with gerverally accepted accounting principles
requires the use of eslimates and assumptions that affect the reporied amounts of assels and
habilities and disclosure of contingent assets and labilives at the date of the financial itatements
and the reported amounts of revenues and expenses during the reporting period. Although these
eimates are based on management’s best knowledge of cudrent evert and actions, sctual results
witimately may differ from those estirnates.

(i} The accounts have been prepared on a going concermn basis on the understanding that sufficient
tuynds will be-obtained from future aperations 2nd in the short term, if need be, from the Government
which together with the avallability of bank ar other finance will enable the Corporation to meet its
obligations as and when they fall due. In the opinion of the directors this basis is appropriate.

As outiined in Note 15, the Government has provided guarantse for borrowings from Export import
Bank of india. Accordingly, the financial statements do not include any adjustments relating to the
recoverabifity and clanification of recorded asiel amounts of 10 the amounts and classfication of
liabilities that may be neceary thould the Corporation be unable to continue is & QoiNg COnCEmm.

Group Accounting
Subsidiaries

Subsidiaries, which are those entities in which the Group has an interest of more than one hall of the
voling rights o otherwise haa power to govern the finandal and operating policies, are consohdated.
The consolidated accounts incorporate the assets and Rabilitees of all subsidiaries as at 31 May 2006 and
results of afl subsidianes for the period then ended. The Corporation and its subsidiaries together are
referred to in this finandcial statements as the Group. The effects of all ransactions between entities in
thé Group are efiminated in hull.

Associates

Investments in associated companies are investments in which the Group has a long-Lerm equity in excess
of 20%, but not mare than 50%. The Group adopls equity muthod of accounting for its investments in
assoclated companies. The equity method of accounting 15 a method whereby the investment is Initially
recorded at cost and adjusted thereatter for the post acquisition change in the Group’s share in net
assels of the investee. The income statement reflects the Group's share of results of operations of the
Investee Provisions are ratted against cost 1o recognise permanent diminution in value, if any.

Nﬁqﬂﬂﬂ.hmdmwﬂhﬂwFiimmFﬂﬁm”whmu
in Associates”, the Group adopted the equity method of accounting for investments in associates. The
financial effect of the chasge in accounting policy refating to the prior year has been adjusted to the
opening balance of retained earnings (refer statements of changes in shareholders’ equity).



‘or the year ended 31 May 2006

Accounting policies (continued)

1.3 Foreign currency translation
(I} Measurement Currency

ltems included in the financial staterments of each entity in the group are measured using the
currency that best reflects the economic substance of the underlying eévenly and circumstances '
redevant to that entity. The comolidated financial statermvents are preserded in Fifian currency, which '
is the merasurement currency of the parent entity. -

(i) Transaction and balances

Foreign currency transactions ane translated into the measurement currency using the exchange rates
prevailing al the dates of the transactions. Amount payable and recetvable in foreign currencies at
balance date are converted at rates ruling ai that date. Foreign exchange gains and lostes resulting
from the settlement of such transactions and fram the translation of monetary assets and liabilities
denaminated in foreign currencies am recognised in the income statement for all transactions
except for foreign gains or losses refating to borrowings from Export import Bank of India which i
capitalised to respective capital projects

(i) Group companics

Income statements and cash flows of foreign entities are translated into the Group’s reporting
currency at average exchange rates for the year and their balance sheets are transiated at the
exchange rates ruling on 31 May 2006. Exchange differences arising from the transation of the
net investment in foregn entitles and of bormowings and other currency Instruments designated as
hedges of swch investments, are Laken to the Income Statement

1.4 Property, plant and equipment
Property, plant and equipment are stated at hestorical cost less accumulated depreciation and provision
for impalrment, except for frechold land and buildings which are based on valustions by extemal
independent valuers and are shown at current value less subsequent depreciation.

Increases in the carrying amount arising on revaluation of land and butidings are credited o asset
revalualion feserve in shareholders’ equity, Decreases that offsel previous increases of the same asset are
tharged against the reserve; all other decreases are charged to the income statement.

Deprecisbion on revalusd bulldings s charged to the income satement, On the subsequent sale or
retirement of a revalued property, the attributable revaluation surplus remaining in the revaluation
reserve is transferred directly Lo refained eamings.

Depreciation s cilculsted on the straight-line method to wite off the cost o revalued amount of each
atset other than freehold land to their residual values over their estimated wetul Tives as follows:

Bubdings and improvements 2% 10 10%
Plamt, machinery and equiprment % 1o 25%
Maotar vehicles and traniport systems 1 5% and 209

Leasehold fand is depreciated over the term of the applicable lease. New assets are depreciated from the
commencement of the hall-year in which they are cornmissioned.
Gaing and losses on disposals are determined by comparing proceeds with carmying amount and ane

wchuided m operating profit. When revidued assets are soid, the amounts included i the asset revaluation
reserve ae tramferred 1o retained earmings.

I. Il
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The Fiji Sugar Corporation Limited and subsdiaty companies

Notes to and forming part of the Financial 5Statements

for the year ended 31 May 2006

Accounting policies (continued)

1.4

1.5

1.6

1.7

1.8

Property, plant and equipment (conlinued)

Caplital works In progress principally relates to costs and expenses incurred for mill upgrades, mil
modemisation and other capital nature work on property, plant and equipment. Capital work in progress
is not depreciated, Interest and other incidental costs on borrowings to finance the constriction of
property, plant and equipment are capitalized, during the period of time thal # required 1o complete
and prepare the dssel for ity intended use,

Repalrs and mainternance are charged ta the income statement during the financial parod i which they
are incured, The cost of major renovatians is inclsded in the carmying amount of the asset when it is
probable that future economic benefits in excess of the oniginally assessed standard of performance of
the existing asset will fiow (o the Group. Major rﬁuwuﬂmaudwmdmﬂumnﬂnmg uselul
lite of the related asset.

Leases

Leases are classified as finance leases whenever the terms of the lease transfer substantially afl the riss
and rewardi of ownerihip 1o the lessee.  All other leases are Classified 25 operating leases. Rentals

pavable under operating leases are not capitalized but are recognized as an expense on a straight-fline
basiv over the term of the relseanl lease

impalrment of assets

At each balance sheet date, the Corporation reviews the catrying ameunts of its assels 1o delermine
whether there i3 any indication that those assets have suffered an impairment ioss. I any such indication
exists, the recoverable amount of the asset Is estimated in arder to determine the extent of the Impairment
boss (il any),

Recoverable amount is the higher of fair vaiue less costs 1o sell and value in use. In assesung value in use,
the estirnated future cash flows are discounted to ther present value using a préstax discount fate that
reflecTs curent market assesunents of the time value of money and the risks specific 1o the asset.

if the recoverable amount of an assel i estimated to be less thas its carmying amount, the carrying
amount of the.asset i5 reduced to its recoverable amaunt. An impairment koss 1s recognised immediately
i income statement, wness the relevant asset is carried at a revalped amounl, in which case the
impainment koot is treated & 2 revaluation decreass.

Inventories

Sugar and molasses produced locally are vaiued 2t net reafisable value. Net realsable vadue is determined
by approved selling prices, contracts or free market prices and is net of expected related marketing,
seiting and distribution cosls

Spares are stated at cost. Costs are assigned to spares uting the weighted average basls and comprise
all costs Incurred in bringing the stocks o ther present location and condition.

Receivables

Trade receivables are carried ot original invoice value less mrarketing, seling and distribution costs.
Provision is raised for any doubtful debts based on a review of all outstanding amounts at year-end. Bad
rehits are written off dunmg the period in which they are identified,
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for the year ended 31 May 2006

1.9

1.10

n

11z

L3

Cash and cash equivalents

Cash and cash equivalents are camed in the balance sheet at cost. For the purposes of the cash
fiow statement. cash and cash equivalents comprise cash on hand, deposits held at call with banks,
other thort-term highly hiquid investments with original maturities of three months or less, and bank
overdrafts, Bank overdralts are Included within creditors and barrowings in current labilities on the
balance shoet

Share capital
Share capitel of the Corporation compelse of ordinary shares that are classilied as equity.

Income Laxes
Incorme tax has been brought o account using the labifity method of tax effect accounting.

Incorme Lax is calculated on operating profit adjusted for permanent differences between taxable and
accounting income. The tax effect of timing differences, which arise from ftems being browght 1o
account in different years for income tax and accounting purposes, is cardied forward in the balance
sheet a5 future income tax benefit and/or deferred income tax Rabilities. Future intome Lax Denefits are
recogised to the extent that it |3 probable that future taxable profits will be-available against which the
temporary differences can be utilised.

Tax raties enacted or substantively enacted by the balance sheet date are used to determine deferred
IO L

Value Added Tax (VAT)

Revenues, expenses, assets and Tliabilities are recognired net of amount of value sdded tax (VAT),

except:

(i} Where the amount of VAT incurred is not recoverable from the laxation authority, It is recognized as
part of the cost ol acquisition of an asset or a5 part of an item of expense; and

(i) For trade receivables and trade payables which are recognired inclushve of VAT,

The net amount of VAT recoverable from the taxation authority i inchuded as part of recevables.

Employee entitlements

All employees who are Fiji citizens belong to the Fiji National Provident Fund, an independent statutory
administered fund. The Corporation has no liability for current or past service pensions in respect of
these employees. Employee entitlernents to annual leave, jong senvice leave and other benefits are
recognised when they accrue to employees. A provision Is made for the estimated fability for annual
leave, long service leave and other benefits as a result of services rendered by employess up to the
batance sheet date.

Provisions made in respect of employees benefits expecied to be settied within 12 months are measured
at their nominal values using the remuneration rate expected to apply at the lime of the settlement.

Provision made in respect ol empioyes benefits that are not expectad o settie wilthin 1.2 months are
measured at the present value of the estimated future cash out flows To be made by the Carporation in
respect of services provided by employees up to reporting date.




The Fiji Sugar Corporation Limited and subsidiary companies

Notes to and forming part of the Financial Statements
for the year ended 31 May 2006

1.14 Government grants

1.15

1.6

L.17

1.18

1.19

1.20

Grants from the govemment are recognised where there is a reascnable assurance that the grant will be
received and the Group will comply with all attached conditions, Government grants relating 1o costs
are deferred and recognised in the income statement over the period necessary to match them with the
costs they are intended to compensate. Government grants refating 1o the purchase of property, plant
and equipment are included in non-current liabilities as deferred income and are credited to the income
staterment on a straight-line basis over the expected lives of the related assets.

Provisions
Provisions are récognised where there is a present legal or constructive obligation as-a result of past

events, it 5 prabable that an cutflow of resources smbodying economic benefits will be required 1o

settle the obligation, and a reliable estimate of the amount of the obligation is made.

The amount recognized as a provision is the best estimate of the consideration required to settle the
present abligation at balance shieet date, taking into account the risks and uncertainties surrounding the
obligation. Where some or all of the ecanomic benefits required to settle a provision are expected to be
recovered from a third party, the receivable is recognized as an asset if it is virtually certain that recovery
will be received and the amount of receivable can be measured reliably,

Turnover

Turnover represents revenue received by the Group from sake of its products and services, net of retums,
trade allowances, brokerage, marketing fees, duties and taxes paid.

Earnings per share (EPS)
(i3 Basic earnings per share

Basic earnings per share (EPS) is determined by dividing net profit after income tax attributable
te members of the Corporation by the weighted average number of ordinary shares outstanding
during the year.

(ii) Diluted earnings per share

Diluted EPS is the same as the basis EPS as there are no ordinary shares which are condidered
dilutive.

Dividends

Dividends are recorded In the Group's financial staterments in the period in which they are approved
and the right 1o recerve dividend is established.

Borrowing costs

The borrowing costs that are directly attributable to the acquisitions of the capital assets are apitalised.
Other borrowing costs are recognised as a expense in the year in which they are incurred.

Comparative fligures
Current :Ire-&r :e:ulu. are 14::1' the twehe manths HHjEd 31 May 2006, Where necessary, comparative
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Notes to and forming part of the Financial Statements
for the year ended 31 May 2006

Motes to consolidated financial statements
Index to the notes Lo the consolidated financial statements Page
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The Fiji Sugar Corporation Limited and subsidiary companies

Notes to and forming part of the Financial Statements

for the year ended 31 May 2006
Comsolidated Holding Company
2006 2005
7000 5000 $°000 5000
r Frbﬂ”{l.ﬂ!!} mm
Profit/{Loss) from opetations have arrived after
crediting the following items:
Amortisation of govermment grants (Note 16}
Provision for doubtiul debits written back in 2006

Dividend income from subsidiary company
Provision for claimy payable reversed
Provisions for uninsured risks reversed in 2005

(203) |
1.’21?]

(2,500)

charging the following expenses
Auditing services 25
Bad debits written off 6
Depreciation and smortisation:
Leasehold fand, bullding and improverments 1,736
Plant, machinery and equipment 10,408
Motor vehicles and transport systems 1313
Directors” emoluments for:
Services a3 directors “
Other services 160
Loss on disposal of property, plant and eguipment 486
Pravision for doubtiul debis LE
Staff costs (Note 4) 35,268
Secured term loan (15)
Promissory notes (204) |
(379)
Interest incorne N —
=
4. Staff costs
Other a7
S 35,943
Less. payroll casts assoclated with capal Wems _®19)
5124
Provisions for employte benelits .
35,268

Number of permanent employess as at
balance date. This increases by approximately
650 employees during the crushing period.
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for the year ended 31 May 2006

Consolidated Holding Company
2006 2005 2006 2005
000 §'000 £°000 3000
5. Income tax credit

The prima facle income lax (expense} benelit

on pre-tax operating (profit)/los s reconciled
to the income {ax benefit shown in the income
slaterment a4 follows:

Privna lacie income Lax (expensebenefit on the —

aperating result before income tax 2222 (789) 2137 (B47)
Tax effect of parmanent differences
Amortisation of Government grants 63 63
Dividends recedwed 67 43
Depreciation expense not allowabie for income tax (390 {390
Sundry non-aliowasbie expenditure {56) __{58)
Prirna facie tax benelit adjusted for permanent
differences (1,10%5) {1,187}
[hfference in oversens tax rale = -
Owver provision in prior years -
Realisation of tmeng differences and Lax lessen
not previously recognised
Future incoime tax benefit in respact of timing
differences and tax losses not brought to account 1,733 1,865
Income tax benefit 648 678

Futisre income tax benefits retating 1o tax losses and provisions have not been brought 1o account as
realisation of the same is not regarded as virtually certain. The benefit will only be obtamable i#:

{a) the Corporation derives future assessable income of a natyure and of an amount sulficient 1o enable the
benetit from the deductions for the loss to be realised;

{b) the Corporation continues to comply with the conditions for deductibility imposed by tax legalation;

anl
{c) no changes in the tax legisiation adversely affect the Corporation in realising the benefil from the
deductiond for the loss
Income tax credit comprises movement In:
a) Provimon for income tax (30) - 5
b} Provision for deferred tax 578 B 678
HaH E &8
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The Al Sugar Corporation Limited and subsidiary compamies. = =

Notes to and forming part of the Financial Statements
for the year ended 31 May 2006

Comsolidated Holding Company
2006 2005 L0086 2005
5000 5000 37000 5000
6. Extraordinary gain - net of income tax SRR 54000 SRl 54,000

For the year ended 31 May 2005, Government approved loans lotaling 354 million to the Corporation to be
converted into a grant.,

7. Earnings per share

Basic eamings per share Is calculated by dividing the net profit/(loss) atisibuted 1o shareholders by the
weighled average number of ordinary shares in lsue during the yéar. The diluted eamnings per share i the
samve as basic earnings per share.

Net profit/(foss) attributable 1 shareholders GEM) 52002 (3562 51,944
Weighted average number of ordinary shares in lsue m 44 400 HAD0 44400
Basic earnings per share {009 1.17 1.7

Dituted parmings per share 0.09) 117 | (008 A7




Notes to and forming part of the Financial Statements
for the year ended 31 May 2006

8. Property, plant and equipment

Consolidated Land, Piant, Vehicles and ~ Capital Todal
Buildings & Machinery & Transpont Wark in
Improvements  Equipment Systems Progress

5000 500 3000 $°'000 5000
At 31 May 2006
At cost
Cont 19,696 259 599 44, 269 11,933 135,497
Accumulated depreciation (6,630) (169,134)  (34,738) - (210,%02)
impairment charge - {2.520) {3,685) - (6.205)
Balance ot 31 May 2006 13,066 87945  SB46 11,933 118,790
At valuation
Valuation faf, BO6 - - . 56, 896
Acourmilated depreciation (3,125) . . &y (5,1.25)
Balance al 31 May 2006 S - - : % 61,77
Balance at 31 May 2004 74,837 87.945 5 Bds 11,933 180,561

Reconciliation of cartying amounts of each class of property, plant and equipment at the beginning and end
of the financial vear are 8 lollows:

Balance at 1 June 2005 76,287 10RO 10,988 2017 189,292

Addition 320 1.198 4 9.916 11,438
Dhagsosal (89) (168} [£) - (457)
Imparment charge : {2 520) (3,685) . (6, 205}
Depreciation Note 2) (1.681)  (10,365) (1,459 - (13,509)
Balance at 31 May 2006 7AB37  B7,945 5,846 11,933 180,561

At 31 May 2005

Al ol

Cioat 19.57% 261,759 44 BRRZ oz 328,237

Accumulated depreciation (6,191) (161,759) (33,894) - (201.844)
Balance at 31 May 2005 13,388 100,000 10988 2,017 126,393

AL valuation

Valuation 66, 596 : . &6, B9
Actumulated depreciation (3,597} - (3.997)
Balarice at 31 May 2005 B-?,E'iii : Elﬁlﬂ

Balance at 31 May 2005 76,287 100,000 10,988 £,007 189,292

Annual Beport 2006 30 ic I




The Fiji Sugar Corporation Limited and subsidiary companies

Notes to and forming part of the Financial Statements

for the year ended 31 May 2006

B, Property, plant and equipment (continued)

Holding Company

At 31 May 2006

At cost

Cost

Accumulated depreciation

Impaistrent charge
Bakance at 31 May 2006

Al valuation

Wakiatiom

Accumisdated depreciation
Balarice at 31 May 2006
Balance at 31 May 2006

Land, Plant.  Vehicles and Capital Totsl
Bulldings & Machinery &  Transport Work In
Improvements  Equipment Systems Progress
5000 5000 5000 5000 5000
19,696 259,599 44,269 11,933 335,497
(6,600 (169,134) (34,738) - (210.502)
= _Ahsay Qe85 -  _ (63205)
13066 B7945 5846 11933 118790
66,896 56,896
_(5,125) A (5,125)
61,771 . _ G - 61,771
74 837 B7 945 5 848 11,933 180,561

Reconcilistion of carrving amounts of sach dass of property, plant and equipment at the baginning and end

of the financisl year are as follows:

Balance at 1 june 2005
Additonrs

Disposal

Impaitment charge
Depreciation (Note 2)
Balance at 31 May 2006

Ar 31 May 2005

At cost

Coast

Accumulated depreciation
Balance at 31 May 2005

At valuation

Viluation

Accumulated depreciation
Balsnce at 31 May 2005
Balance at 31 May 2005

76,287 99980 10989 2,017 189,273
320 1,198 : 9,916 11,434
(89) [164) {2} - (455)
5 (2,520)  (3.685) = (6,205)

(1,681 (10349 (1458) @ - = (13486)

74,837 87,945 5846 11,933 180561

19,579 261,605 44,803 2017 328,004

(6,191) (161,625 (33,814 4 (201,630)

13388 99980 10989 2017 126374

66,896 - . 66,896

(3,997) — 3,997)

76287 99980 10,989 2017 189273

The revalued amounts above represent freehold land and bulldings which Is based on the valuation carried
out by independent registered valuers, Rolle Hilller Parker of Suva, Fiji in july 2002,
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Consolidated Holding Company
2006 2005 2006 20005
3000 5000 5000 5000
9. Investments
Subsidiary companies
Shares in subsidiary companies, at cost - - =T 12
Assoclatied companies
Shares in associated companies, at cost - 972 = 920
Equity accounted investments in assoclated companies 4,244 3433
A e

sz 972 34l 9w
Tovtal Irwestrments 'ﬂﬂ 972 ‘3435 932

Refer Note 1 {1.2) relating to change In accounting policy on accounting for investments in associates.

ia} Investrnents in subsidiaries

Name of Company Place of Contribution to  Book Vaiue of Holding Sharehalding
Incorporation  Group Results Company Investments %
(Ordinary shares)

2006 2005 2006 2005 2006 2005
$'000 5000 § 000 3000 % %

Uniisted

FSC Projects Limited Fiiji rd 79 : . 100 100

FSC Services Pty Limited Avntralia (10) e ¥ 12 00 0o
i Pacific Cogeneration Limited Fiji - 100 100

61 158 12 12
The finamcisl statements of F5C Projects Limited are audited by Deloitte: The financial staternents of F5C Services
Piy Limited are audited by PricewaterhoussCoopers. Pacific Cogeneration Limited has yel {o commence its
operathons.

(b} Investments in assoclated compandes

Mame of Company Place of bssued Capital lisued to FSC group Shaseholding
incorporation (ordinary @ 31 par]  (ordinary @ §1 par) L
2006 2005 2006 Fat i 2006 2005
§000 §'000 5000 $000 T T

Seulh Pacific Fertilizers Limited Fiji 2,300 £, 300 a34 020 40 a0
Agchem Lirmited Fiji 130 130 52 52 40 40
2,430 2,43 oy g7

| |
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The Fiji Sugar Corporation Limited and subsidiary companies

Notes to and forming part of the Financial Statements

for the year ended 31 May 2006

Consolidated Holding Company
2006 2005 2006 2005
000 3000 $°000 §'000
2. Investments {continued)
{€) Movement in carmying amount of associated
companies
Shares in associated companies, at cost-opening balance "ﬂ?ﬂ' 92 m 820

add: Adjustments to retained earnings-brought forward
for recognition of the change in accounting policy
pertaining to the investments in assocasted from cost
reelihid 1o sguity. rnethod

Less; Share of loss from associates
Less: Dividends received during the year

10. Receivables and prepayments

Trade receivabbes
Related companies

Prepayments and deposits

VAT receivable

Lrowen advance

Othver recenvables

Lesa Provision for doubtiul debts

11. Inventories

Sugar and molasses:
Spare parts and spare gears
Other kvventones

Deduct: Provision for inventory write down

12. Cash and cash equivalents
Cath ot bank and in hard

For the purpose of the statements of cash flow,
the cash and cash equivalents comprize of the
fallowing:

Cash and bank balances

Barik overdraft (Note 19)




for the year ended 31 May 2006

Consolidated Holding Comparny
2004 2005 2006 2005
$'000 000 5000 1000

13, Share capital
Authorised capital 160,000,000
(2005 - 160,000,000) ordinary shares of
50 cents sach 80,000
Mssed capital 44, 199 998 St
(2005 - 44,399, 998) hully paid ordinary
shares of 50 cents each 22,200
14, Reserves
Total
$°000
Balance at 07 jurne 2004 126 482
Reversal of revaluation surplus
upan diposal of property : 5.2 — )
Balance 4t 31 May 2005 54,559 126,452
Riversal of revaluation sphus
upon disposal of property e S ite e < ) oy 7 1Y
Balance at 31 May 2006 2393 66000 3500 54532 126425
Consolidated Holding Company
2006 2005 2006 2005

15, Term loan - secured

Sugar Cane Growers Fund - current {a)
Export Import Bank of Indla - non current (1)

{8) During the vear, the Corporation repaid $12 million loani from the Sugar Cane Growers Fund. The term of
borrowing was lor & months at an intersst rate of 29%. The loan was secured by Government guarantes.

(B) The Corporation has entered into a contract with the Export imporn Bank of India by way of Line of Credit
of LSE50.4 million for the upgrade of its sugar mills. The loan i secured by 4 Covernment guarantee and
i repayable n successive hall yearly equal imtallments over a ten year periad with an initial moratorium
of two years, Interest is payabie 5t the rate of LUBOR plus 0.5%. Interest paid and [ or accrued his been
capitalined lo capital work in progress refating to wwgar mills upgrade and modemisation,




The Hiji Sugar Corporation Limited and wbsldiary companies

Notes to and forming part of the Financial Statements
for the year ended 31 May 2006

Comsolidated Holding Company
2006 2005 2004 2005
§'000 3000 5000 1000
16. Deferred income
Ciovernment granis f'sj;ﬂﬂ 5014 3014 5,014
Less: Provision for amortisation _ (2,375) % {3.375)
1639 1639

The above principally relates 1o grants receivied in relation 1o the bulk sugar shed and rail system and are being
amoartived on a stralght fine basy at 2% and 5% respectively.

17. Provision for deferred income Lax

Consists of timing diferences in respect to:
Difference between sccounting and Lax written

down value of property, plant and egquipmaent
Unrealised gains on stock of sugar and molasses

19,509
_
19,636

19,509
12
19,636

18. Provisions
Mon-current 128 128

16,076

e

: 22
Cumment 5,619 ﬁ_ 5,469
S9 577 | 5,597

&z

l

128 1.28

3
3
|

= 14
Employee benedits 002 2,833

7
:
:

2,697

Redundancy 250 2,500 2,500
Other IS 272 27
. [ 5619 : iy 5:45'5'

19. Creditors and borrowings

Trade creditors and accruals 11,326 14,763 10,952 12,366
Bank overdraft - unsecured 51 B87 | 5§ Bar
Amount due 1o subsidiaries el e 2,066

r T 15650 | TLTS2 15,319

T

The Corporation has an overdraft facility with Westpac Banking Corporation for $1.5 million. The overdraft
facility i subject Lo interest al the rate of 11,999,



Notes to and forming part of the Financial Statements
for the year ended 31 May 2006

Consofidated Holding Company
20 2005 200045 2005
57000 5000 7000 5000
20. Contingent liabilities
Manutaciuring wage claims and litigatians (a) 1018 1,018 1,018 1,018
Letters of credit undertakingsy by the bank {13) 42690 . 6 : -
Guarantees or bonds given by the bank 49 66 491 oty

= L=l

a4 199 1,084 44,199 1,084

(a) Litigations

Al balance date, no prowvision was included in respect of sundry courl actions against the Holding
Company; the Corparation’s directors believe that claims arlsing from such actions are not likely to be
of material nature based on the advice of the Corporation’s solicitors.

(b Letters of credit

Letien of credhl felalis 1o kelier ol credit issued by Bank of Baroda in favour of various suppliens and
engineerng entities in rélation to mill upgrade:s project. On due dates, payments to the supplers and
engineenng entities will be made from borroswings from Export Import Bark of india (Reler Nabe 150

21. Capital commitments

Capital commitments contracted bul

not provided for in the accounts 64 BBO. 274 &4, 880 274
Capital commitments approvid by the
directors bt not vel conlracied - 3,685 1,685

64860 3950  6ABS0 3959
Mill Upgrading Project

Dwring the year, substantial progress wias made on the sugar mill reform programme. The Corporation has
entered into contracts with enginéering companies and suppliers from India for supply and commissioning of
new plant and equipment. In relation to this, the Corporation entered into a fine of credit agreement with the
Export import Bank of india for USS50.4 million (o finance the mill upgrading works.

The mill upgrading plan provides lor upgrading of the sugar mills to worlds best practice and will be
implemented over the pext theée years at an estimated cost of FSB6 million. The principal cbisctnve of the mill
upgrading works will be to improve milling efficiencies, introduce #nergy conservation measures and produce
better quality, Very High Pol (VHP) sugar.
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The Fiji Sugar Corporation Limited and subsichary companes___

Notes to and forming part of the Financial Statements
for the year ended 31 May 2006

22. Purchase of Cane and commitments for supply of Sugar in the next twelve months

The Corporation purchases cane from growen under the fenms and conditions stipulated in the Master Award,
which forms an integral part of the Sugar Industry Act. Under the Master Award, the growers share 70% of
the proceeds tor sugar produced up to 325,000 metric tonnes; 72.5% of the proceeds for sugar praduced
between 325,000 - 150,000 metric tonnes and 75% of procesds for sugar produced in exceds of 350,000
metric tonnes. The sugar procends are shared net of industry costs such as marketing, shipping, research and
Sugar Commission of Fiji expenses.

The Corporation sells sugar to the European Union under the Sugar Protoced which it annexed to the Cotonoy
Agresment, whereby the European Union purchase and import st guaranteed prices, specific quantities of
cang sugar, raw or white, which originates in the ACP Slates.

Fii's annual quota under this Cotonou Agreement is 165, 348 metric tonnes White Sugar Equivalent which
is eguivalent to about 122,500 metnic tonnes raw sugar, Tho is sold to Tate & Lyle Sugar in Lopdon under
a Long Term Agreement signed between Tate & Lyle and the Corporation.  The Agreement is for 5 yean
commendng 15t fuly 2006 and shall remain in force until 30th june 2011. The pice |5 subject 10 annual
negotiation between the ACP suppliers and the European Unlon. The price for this year is €496.8 per metric
tonne CIF European ports.

23. Related party information

Ownership interests in related partles
interests held in subsidiaries and associated companies are sel out in Note 2 1w the financial statements.
Transactions with relaled parties

All transactions with related parties are made on narmal commercial terms and conditions. The material
transactions during the year were:.

20 2005
£°000 § 000

Purchases by Holding Company from subsidiary
compary F5C Services Pty Limited 5334 12,529

Amounts recenable from or payable 1o refated parties are discloted in Note 10 and 19 10 the financial
stalements,

24. Segment Information

{a) Business segment

The group operates predominantly in the sugar mills and revenue from other business segments o not
material for the purpose of segment reparting.

(b) Geographical segment

The group predominantly operates in Fiji and s therefore one geographical area for the purpose of
segment reporting.



Notes to and forming part of the Financial Statements
for the year ended 31 May 2006

25, Principal activities of the holding company

Principal activities are the milling of sugar cane in Fiji and the sale of sugar and molasses produced. The
regivtered oftice of the Corparation = ttuated al Weitern House, Lautoka

Subsidiary companies
Principal activities of subsichary companies are as follows:

FSC Projects Limited - the examination and development of projects relating to the utilisation of natural
resaurces on behall of the Corporation,

FSC Services Ply Limited - the procufement and supply of materials and spare parts and the provision of
ancillary services 1o the holding comparnty, This Company ceased cperalions from May 2006,

Pacific Cogeneration Limited - production of slectrical power plant and lo generale slectnicity and develop
electrical poweer facilities and To supply and sell electricity. The company has yet 19 commence operations.

26, Government guarantee

During the prior year, the Government had provided a guarantee limited to 375 million to allow the Corporation
to borrow in the short-term money markel. The guarantes was in place until 31 May 2006. The Goverfimaent
has been approached 1o provide a guarantee Bmited 1o $40 milion to enable the Corporation to bormow from
commercial banks and money marksts. Furthermaore, as noted in Note 15, dufing the year the Goveriment
has provided a new quarantee of USS 504 million for borrowings from Export Import Bank of India.

27. Repeal of the Fiji Sugar Corporation Act

Dwring the vear, the Fiji Sugar Corporation Act was repealed allowing the Corporation to be governed under
the Comgpanies Act 1983

28. Stock Exchange listing
The shares of the holding company, which is incorporated in Fij, i listed on the South Pacific Stock
Exchange.
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The Fiji Sugar Corporation Limited and subsidiary companies

South Pacific Stock Exchange requirements

Listing requirements of the South Padlfic Stock Exchange (nhot Included eisewhere in this Annual Report)

1. AL 3T May 2006, Directors’ inteérests in the share capital of the Corporation or related companies were nil

2. Directors’ Interest ln Contracls

During the financial year, none of the Directors had any material interest in any contract with the

Corporation.

3. Directors’ termination benefits

There are no termination benefits payable to Dicectors in respect of their tenure as Directors

4, Statement of tharcholders
Distribution of Share Holding

Holding

My, OF
Holders

Mo, of

| Less than 500 shares
507 o ‘:r,[_.'-l}l.'!' ?hfqres
5,007 to 10,000 shares
1_I]DI.’H to Il?.i::rl}l] shares

| 20,007 Lo 30,000 shares
30,007 to 40,000 shares

I:],Erﬂ'l o _m,a} sharas

| 50,001 16 100,000 shares
TOG007 1o 1,000,000 shares

. Creer 1,000,000 shares

5. Twenty largest shareholders

1,472

25
11
Mil
Fil

S18

e %6 Holding

311,204 0.7
691,224 1.6
173,385 0.4
149,490 0.3

il

Pil
40,800 0.1
987200 | 02
951309 | 21
41,983,866 | 94.6

Ad at 31 May 2006 the twenty largest shareholders held 43,21 3,945 shares which is equal to 97_33% of the
total issued 44,399,995 hully paid shiares of 50 cents each.

.  The Government of Fiji
Permanent Secretary of Finance
PCrBox 2212
Governmnent Buildings, Suva

3. Fijian Holdings Ltd
PO Box 2110
Governmment Buildings, Suva

5. Colonial Mutual Life Assurance
Sociely Limited
PO Box 155, Suva

30,239,160

3,933 900

250,080

2,

4,

&

Fiji National Provident Fund
Private Mall Bag
Suva

7, 810806

Unit Trust of Fiji (Trustee) Co Ltd
PO Box 1359
Suva

374,539

Sugar Cane Growers Council
PO Box 5162
Lautaka

119,401



South Pacific Stock Exchange requirement (continued)

5, Twenty largest shareholders (conlinued)

7. Reddys' Enterprises Limited
PO Box 784

Laugcka

9 Robert Lee
CPO Box 13510
Suvia

11. Lionel Ding Sun Yee
GPO Box 1 3600
Stiva

13. Manohar Lal

PO Box 1528
Bauson

15 Rotuma Development Fund
Governmment Station
PCrBox 18, Boburms

17 Fiji Public Service
Association-lnvestments Co-op Ltd,
PO Box 1405, Suva

19. Joyce Due & Rasmus Due
O3 Mallawa e
Palm Beach, QLD 4221, Australia

&. Voting rights of shareholders

Article 65 provides for
On show of hands - 1 vole
On a poll - 1 vate for each share held

7. Major sharcholders

105,338

98,720

18,360

15,450

14,400

12,000

11,320

1.

12

14

16

18.

20,

Ba Provincial Holdings Co. Limited 101,951

Rogorogoivida House
Lautoka

Morris Hedstrom Limited
Scholarship Fund Trusiees
PO Box 299, Suva

Pacific Transport Lid.
POrBox 1266
Suva

Amraiya Naidu
GPO Bok 13153
Suva

Salmone Lutu
PO Box 33559
Larni

johnson Fong
S 3 Mourt Street

Coogee, RSW 2034, Australia
Sugar Milling Statf Officers’ Assoclation

The Secretany

40, 800

18,000

14,800

12,120

12,000

L}

10,800

The Sugar Milling Staff Officers’ Associatlon

F5C Limited, Lautoka

The names, addresses and number of shares held by shareholders holding 109%: or more. of the {esued

capital;

1. The Goverrmment of Fiji
Pertnanenl Secretary of Finance
PO Box 2212
Covernmienl Bulldings Suva

B. Situation of the share register

30,239,160 2. Fifi National Provident Fund

Privabe Mail Bag
Suwva

7,810,806

The share register of the Fiji Sugar Corpotation Limidted is situated at Third Foor of the Western House in

Laasterka.
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The Fiji Sugar Corporation Limited and subsidary companses

Ten-year Statistical review
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Notice of Meeting

Annual General Meeting of Shareholders

Matice 5 hereby given that the 33rd Anpual General Meeting of The Fiji Sugar Corporation Limitsd will be held
at the Conlerence Room, Waterfront Hotel, Lautcka on 27 Septemnber 2006 at 3.00pm.

Agenda

. Apelogies

Proxy Holders

Conlirmation ol the Minutes ol the 32nd Annual Ceneral Meeting held on 5 October 2005
Matters ansing from the Minutes

Receive and consicer the Balance Sheed, the Income Statement and the reports of the Directors and of the
Auditars for the year ended 31 May 2006.

6. Declaration of Dividends

7. Transters to Reserves

8 Difeciors’ Bemuneration

9. Appointment of Alditors

10. Transact such other business as may properly be brought before the meeting,

b S o

By order of the Board

Deo Saran

Company Secretory

drd Frpor, Western House, Lautoks
Telephone: (679) 666 2655

Dabe: & Septémber 2006

Proxies

A member is entilled lo appoint a prowy to attend and vote instead of himself. A proxy shall be a member
of the Company. A form of proxy is enclased averleal for this purpose. The proxy form, ‘or any instrument
appeinting a proay, must be recelved at the Corporation's Reglstered Office (3 Floar, Western House, Limrtoka)
not less than forty-eight hours belore the time scheduled for the meeting,
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The Fiji Sugar Corporation Limited and subsidury companies__

Form of Proxy

(How to complete this farm)

MNote 1 I the case of a Company/Corporation, the proxy must either be under seal oF unider the hand of an

officer or attorngy duly authorised

Note 2 Unless that appointer 5 a Company,/Corpotation, the proxy mist be Iﬁjﬂd in the presence of b
Justice of Pesce, Magatrate, Police Officer, Roko or other necognised pulblic official,

Mole 3 Pleave ensure That ol details ane ible

Mote 4 To be sffective, this instrument must be received by the Corparation not less than forty-eight hours
before the time of the mestng,

The Fiji Sugar Corporation Limited

| P'.-"- i ALY FTTWELE SV

afthe shareholderis* of The Fiji Sugar Corporation Limited

Hereby  appoinl A * iR . who i also
& tharehodder of the l.-"-|'1'.:-l'.rr:|1i‘-r. o ‘.1"|r|-.! Wit the Chairman of the Mesling, &8 my proxy 16 wWHe
for me/us® on myfour* behall at the Annial General Mesting of the Corporgiion (o be hékl onb
27 Seplember 2006, and at any adioumment thereof

At witness myfour® hand this ..o I, . | - el voee, EOOE,

Signed in my preenie by the saed e Sy s rnnn s dnnnn
who b persongily kv (0 me fiame off Thorehnlier {Lignature of Shonefaoider)
{Name of Witness) (Signature of Witness) {Designation of Witnexy

= Reler nate-2 apove)

* Delete whichever is inapplicable (please print)



