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18 September 1992 

Dr Kenneth King 
Personal Adviser to the President 
Office of the President 
Georgetown 
Guyana 

, 

... : .. 

In accordance with our contract with !he United Nalions Industrial Development Organisation 

('UNIDO'), we enclose a copy of our valuation report on lhe Guyana Sugar Corporcltion Limited 

("Guysuco'). The report has been prepared to provide the Government of Guyana with an indication 
of !he likely value of Guysuco·s sugar business. 

When reading the report it is importanl to consider the background of the business and its current 

position. Much of the sugar industry in Guyana had been owned and managed by Booker Sugar 

Eslates until 1975176. when it was all nationalised to form Guysuco. In recent years the industry has 

declined rapidly and, as an initial step to arrest the decline and rehabilitate the industry. at the end of 

1990 the Government appointed Booker Tare Limited \Booker Tate') to manage Guysuco. The 

second step is likely to be the privatisation of the industry through a trade sale of up to 90% of 

Guysuco and the polential purchasers include Booker PLC {'BIJOkers') and Tate & Lyle Pie ("Tate & 
Lyle'), the joint owners of Booker Tate. 

As managers of the business, Booker Tate have t:>een responsible for preparing most of the 

intormation which we have relied on for our valU&tion and we have worked very closely with them in 

the preparation of our report. Neverlheless, our report does contain much confidential information 
and guidance on negotiation strategy which might prejudice arPj negotiations if it was made available 

to them. Acc()(dingly we strongly recommend that this report should nor be provided to Booker Tate 

or arP/ other prospective investors. We also request that the report should nor be made available to 
arPj third parties other than UNIDO without our consent 

In the event that we consent ;o the release of the valuation report 10 arPj third par1ies, it remains 

addressed to lhe Government of Guyana and it is a matter for the Government 10 decide whether 

the release of our report is in their best interests in reaching a satisfactory conclusion 10 negotiations 

with a prospective investor. It should be made clear 10 arPt third par1y lhal they should nor rely on 
our report bul shouid oblain their own independent adVice and carry out their own procedures 10 

estimate !he value which they believe should be placed on lhe business, laking account of their own 
specific circumstances. 
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Norwithstanding our concern CNer the release of the report to prospectivl? investors, we recognise 

that it may be appropriate to provide some information to investors or to model different scenarios 

during the course of any negotiations and we would be happy to advise the Government on such 

matters. 

The results of our valuation are expressed as a range of values and are heavily depend.,">Ot upon a 

number of assumptions. The valuation range we have determined for the business of Guysuco as at 

31 December 1991 is in the region of US$35 million to US$45 million. 

This valuation represents our assessment of the value of the sugac business of Guysuco on the basis 

that the rehabilitation plan proposed by Booker Tate but amended tor some changes proposed 

ourselves. the World Bank and their advisers is implemented. This valuation therefore represents the 

likely value of the business after its privatisation and after contributions (capital, management skills 

e'c) from the new investors. The valuation does not reflect the underlying value o' the existing 

business and therefore the amount that might be paid for the existing business in any free market 

sale. 

The valuation does not incorporate any value for other businesses that Guysuco may have, such as 

rice farming, or for any redundant assets :hat they company may have. Suc."l redundant assets may 
include land which is not being used. When structuring the sale agreemenr the GCNernment should 

ensure that arrangements are put in place to enable the GCNernment to benefit from any additional 

value that there may be in these assets Techniques which may be appropriate in these 

circumstances include leasing some of the land for relatively short periods and incorporating 

clawback arrangements in the agreement 

In addition to the issues mentioned above which affect the price, the valuation is very sensitive to 

changes in the assumptions which support the forecast performance of the business. These can be 

divided into three different categories: those determined by external factors, those which the owners 

or managers of the business can influence and those which can be influenced by GCNernment The 

most important assumptions concern the availability of markets for sugar and the prices ottered in 

those markets. The loss of quotas. particularly for the European Community market, or a decline in 

the prices offered in those markets would reduce the value of the business significantly. Similarly, 

changes in the timing and levels of capital expenditure necessaiy to redevelop the industry can 

signifi::antly affect the valuation. Finally the levels of taxation, levies and currency retentions will also 

have a significant influence on the value of the business. 
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The report ha3 been structured to enable the reader to: 

• 

first gain an understanding of the business and its performance to date (sections 3 and 4). 

and 

then to consider the major assumptions which support !he forecasts for the business (sections 

sand 6) 

the assessment of the value of the business is then considered in section 7, and 

finally there is a section dealing with other issU6s which we believe are particularly important to 

the privatisation of Guysuco and to the Government's negotiation strategy. 

Clearly. this report cannot deal with the valuatoo of the business under all the possible scenarios 

which may become apparent during any sale negotiations and it cannot cover all the issues which 

may be relevant to the negotiation strategy. Furthermore. as we have already mentioned, the 

valuation may not be the most appropriate for use in any sale negotiations since it only provides an 

assessment of the value of the business on the basis that it is rehabilitated. Such a valuation 

therefore incorporates the value of any contributiC'.ilS which the new investors make to the business. 

In any negotiatiom with them it will be important to also understand the underlying value of the 

business on the basis that there was no sale. We would recommend that a valuation using such a 

"Worst case• scenario should be prepared before commencing negotiations. 

We would be very happy to help you prepare valuations on alternative scenarios, and to assist the 

Government with 1s negotiations. 

Yours faithfully. 

Ai,-~( L \..1ld1.- t \Jll.,1- ){. 

Price Waterhouse 

-------
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GUYS UCO 

VALUATION REPORT· 31 DECEMBER 1991 

SECTION 1: EXECUTIVE SUMMARY 

1.1 INTRODUCTION 

In this section of the report we have set out a brief summary ol the important issues and matters 

dealt with in the following sections of this report. 

1.2 OBJECTIVES OF THIS REPORT 

The report aims to provide the Government ol Guyana with a guide to the lair market value of 

Guysuco's business to assist them in their negOliations with pOlential investors. It does nOI 

determine the price at which a transaction should be done. 

1.3 SCOPE OF OUR WORK 

The valuation deals only with the sugar busin~ of Guysuco valued as a going concern and on the 

basis that there is new investment in the business and the industry is rehabilitated. It does not seek 

to give an indication of the value of the underlying business in its current state or of the assets of 

Guysuco on a break up basis or on a replacement cost basis. Furthermore it does not seek to value 

the other peripheral businesses or Guysuco such as the rice and dairy farming operations. 

The valuation provides a range of values for the business and has been prepared using three 

different valuation me:hods: 

discounted cashflow 

leverage value 

The report addresses the value on the basis that there are new owners and new investment in the 

business. This scenario effectively ;ncorporates the value of the improvements and new investment 

that the investors may make 10 the business. A valualion on the basis that there is no significant 

new investment would reflect more fairly the underlying value ol the business as it currently exists. 

The report also considers the sensitivity ol the valuation 10 changes in the assumplions which 

suppart the valuation. Lastly we have considered other issues which may affect the negotiating 
strategy the Government adopts and !he eventual price that will be achieved. 

The valuation ras been prepared as at 31 December 1991 because forecasts have been prepared 

on an annual basis. The value ol !he business will change over time and changes on the business, 

the industr>' generally and the political position will need to be monitored closely. 

----- --- . 
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I SECTION 1: EXECUTIVE SUMMARY (continued) 

I 
I 

1.4 REVIEW OF INDUSTRY AND CURRENT OPERATIONS 

In Guyana the sugar 1ndusuy is one cl !he mos! impor!an! indus!nes. Sugar is the largest export 

I 
from Guyana and !he industry therefore represents one or the major sources of foreign currency for 

the coun!ry. The industry is very labour intensive and is !he largest employer in Guyana. directly 

empfoyi:ig some 23.000 people. 

I Worldwide !he industry is supported in many markets through price support arrangements. In the 

case of Guyana !he industry is very dependent on !he EC market where it has a substantial quota to 

I supply sugar. The major risks lo this arrangement would appear to be a reduction in the size of 'he 

quota resulting from the failure of Guyana to meet its quota or a reduclion in lhe price paid for the 

' sugar The la!ler may be more likely 10 occur since there is :onsiderable pressure 10 move EC 

I prices closer lo world prices. The world price of sugar is currently very much lower than the EC 

price and with changes 1n the trading arrangements between Cuba, one of the largest exporters of 

sugar. and !he USSR !here are likely to be even greater downward pressures on the world price and 

I therefore the EC price. 

• Accordingly. two of the mos! important issues for the industry in Guyana are the maintenance of its . 
I sales quotas and sales prices 10 preferential markers like the EC and the maintenance of a 

commi!!ed work force. 

\ 

I 1.5 ANALYSIS OF PERFORMANCE TO DATE 

- I 
Over !he last 10 years. and particularly in !he las! 3 years. there has been a significant decline in the 

~~ performance of Guysuco's business. This has been attributed in part to the general decline in real 

'~ terms of international sugar prices. bul the major facrors have been related more to the induslry in ~ 

I 
Guyana. 

' During the period lhe industry has not had suflicienl funds available for investmenl and has adopled 

I a wage rate policy which has resulled in a subslanlial fall in lhe real incomes of the workers. The 

wage rate policy in particular has reduced bolh the number of employees and their motivation. The 

reductions in slatting levels and produclivity have resulted in declines in the standards of farming 

I pracrices and have caused lhe company 10 abandon substantial amounls of farm land. In recenl 

years the industry's problems have been further compounded by unseasonal rainfalls which have 

:educed lhe produclion levels very significantly 

I Over lhe last 10 years !he lotal sugar producliOn of Guysuco has fallen from 270.000 tons per year 

I 
10 130.000 rons. At ils currenr level Guyana is unable 10 fully meet its sales quoras and Guysuco is 

having 10 purchase sugar on the world market in order to meet local demand and maximise sales to 

the EC This has put ar risk the EC quota and the Government and the Company have had to make 

I 
force majeure claims lor rhe last lhree years to retain the quota. To date they have been successful . '· 

1n ma1n1a1ning the quora lor rhe EC. ¥t 
I 

l\ 
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I SECTION 1: EXECUTIVE SUMMAHY (continued) 

I 
Al the end of 1990 Booker Tate were appointed to manage Guysuco. They have started to make 

I improvements to the farming practices and have improved the wage rates during the last year. This 

has had a significant impact on the performance of the industry. 

I 1.6 ANALYSIS OF FORECAST WITH INVESTMENT 

As part of the plans tor the business that Booker Tate have presenled lo the Government of Guyana 

I they have prepared forecasts of lhe Company's performance for the period lo 2003 on the basis that 

substanlial investment is made. 

I During our review of the forecasts we identified a number of changes which we have made to !he 

... forecasts on which we have based our valuation. The major changes arose because Guysuco 

I 
management (the local Booker Tate managers) are forecasting improvemenrs in the performance of 

rhe business which are signilicanlly belier than those incorporaled in the original forecasls. 

I 
The major assumptions which support the adjusted forecasts we have used are summarised below. 

These are: 

/ 

I 
that the business should only seek lo produce for the preferenlial markers such as lhe EC 
and should not aim 10 produce tor sale on the world marker: 

' 
that the various quotas to these markers are maintained: 

I that the sales prices generally do not decline: 

that the US$: UK£ exchange rate remains at US$1. 7 UK£1. 

!hat lhe s· 1gar sales levy is 20% ol exporl sales; . 
\\' I Iha! labour supply is rT"a1n1a1ned through real wage increases of 400%; 

\ 

~ that !he business will be free to convert its profits inlo foreign currency whenever it wishes 10: " 

I 
that capital expenditure levels and timing are lower and larer than those originally forecast by 

~ 
Booker Tate. 
!hat the World Bank or other third parties will provide loans of $50 million at a real interesl rate 

I 
of 5% per a11num. 

The forecasts using these assump11ons show that the business will star! :o absorb cash alter lhe first 

I 
year as the rehabilitation and expansion of !he factories takes place. The business only begins to 

generate cash again in 1996/97 when lhe capital expenditures tall lo more normal levels. From Iha! 

lime lhe business generares about US$25 million per year before financing cosls and lax. 

I Overall the forecasts would appear 10 be mosr dependent on the prices achieved for lhe EC sales, 

the timing and level of the cap11a1 expenditures and lhe level of sugar levy: 

I '· 

I 
I 3 

t "4 ,,. 
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SECTION 1: EXECUTIVE SUMMARY (continued) 

EC Sales 

The forecast puces for EC sales incorporate a decline of 2'h% per annum for the next four years 

which may be prudent but which could equally prove to be less than actual. The major factors which 

wdl influence this will be changes within the EC agricultural policy and movements in the US$: UK £ 

exchange rate. 

Capital expenditure 

The timing and level of capital expenditures is very much under the control of the owners of the 

business. Clearly. some expenditures will have to be incurred each year to keep the business 

running but there would appear 10 be so:ne flexibility in the timing of the major expenditures on 

improving the factories. 

Sugar levy 

The forecasts we have used have assumed that a sugar levy of 20% of export sales will be charged. 

Clearly it is very much within th~ Government's powers to change this. 

1.7 VALUATION METHODOLOGIES 

The approach we have used to value the business of Guysuco is to consider a number of 

techniques. The principal technique we have used is the discounted cashflow valuation. In addition, 

we have also considered the leverage value (the amount of debl the business could finance). 

These techniques concentrate on the expected future performance of the busine;s and we believe 

that this is the most relevant approach for two reasons: 

an investor is primarily interested in the future returns that the business can generate for him; 

the historicai performance of a business. particularly in cases where the business is being 

privatised, is less likely to provide a useful guide to its future performance. 

Accordingly this report focuses on the future prospects for the business and the value has been 

assessed on the basis of those prospects. 

1.8 RESULTS Of THE VALUATION 

On the basis of our valuation work and the assumptions referred to above, we estimate that the 

value of the business. without taking into account any of the peripheral businesses and the value of 

any redundant assets. rs between US$ 35 million and US$ 45 million. 
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SECTION 1: EXECUTIVE SUMMARY (continued) 

Some of the assumptions on w:-irch the valuation is based can be influenced either by Government 

or the management of the business. and some are dependent on external factOis. Those that can 

be influenced by the Government or management will need to be considered further when 

negolia: ng the sale price. Those that are dependent en external factors will shape the purchaser's 

perceptron of rrsk and therefore need to be taken into account when determining the rates of return 

that the purcha:;er will require. 

In our valuation we have assumed that the risks involved in investing in Guyana will be similar to the 

perceived risks ot investing in similar businesses in other Caribbean cOl!ntries. We have therefore 

assumed that the purchaser wil! require a real rate of return of between ~ and 30%. Given the 

possibilities of a change of government in the near future and the recent deferral of elections in 

Guyana, an investor may consider the risks at present to be higher and so may require a higher rate 

of return. The use ot a higher ;ate of return in our valuation would result in a lower range of values 

for the business. 

We have also considered the sensitivity of the valuation to changes in the assumptions underlying 

the forecasts. It is clear lrom these that the valuation is particularly sensitive to issues such as 

changes in the levels and timing of capital expenditure. 

In additicn, Ne have considered the likely affect on the value of the business ii a tax and currency 

retention holiday is given to the privatised business. We understand that this scenario was 

suggested by SG Warburg and is based on the approach that was adopted for the privatisation of 

the Bauxite industry. Whilst such~ scenario will undoubtedly increase the value of the business we 

de not believe !hat the increase in value will offset or exceed the cost to the country of the benel!ts 

which would be foregone. 

1.9 ISSUES WHICH COULD AFFECT THE EVENTUAL PRICE 

The valuatio11 can only be an estimate. The price at which a buyer and a seller eventually agree will 

be influenced by many factors which cannot be cietermined in any valuation. A critical factor that will 

eventually determine the price at whir.h any transac'ion is carried out will be the quality of the 

negotiating strategy adopted and its implementation. When developing the strategy there are a 

number of important issues which should be considered: 

5 
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SECTION 1: EXECUTIVE SUMMARY (continued) 

The availability of competitive bids 

At present !here appears to be only one consortium negotialing to acquire the business. By 

encouraging others to bid for lhe business 11 may be possible to increase the price al which the 

business is sold and it should ensure lhat the eventual price obtained is lair. The number of orher 
investors who might be interested in acquiring Guysuco·s whole business may be limited. however, it 

might be easier to find investors for individual estates. Such an approach to selling the indUSlry may 
provide other benefits. In particular it might reduce the risk of the Government being dominated bot 
one company. but there would also be some additional risks and costs involved. 

The synergic benefits for potential purchasers 

Anolher factor which may influence the price which a particular investor might pay is the other 

benefits that they may ga:n from the acquisition. In the case of Bookers and, especially, Tate & Lyle 

there may be a number of additional advantages to them from acquiring Guysuco:-

Guysuco 1s a major source of supply for Tale & Lyle's sugar refinery in Scorland; 

Tate & Lyle are likely to supply much of 'he equipment needed to refurbish the factories; 

Bookers are responsible for the shipping of Guysuco's sugar. 

The value of these benehr:; is very difficult to judge since it is not clear what profits are made from 

these activities and 11 1s possible that much of the business would still be given to these companies 

even ii different inves1ors acquired Guysuco. 

The trade off between sale proceeds and future revenues 

A further influence on the eventual price obtained may be the Governmenrs desire to receive 

revenues in the future from 1axa1ion. sugar levy or dividend income from the business. The impact of 

higher taxes etc would be to reduce the sale price but they would provide the Government with a 

regular income stream. provided the business continues to perform. It will be very important to 

ensure that the negotiation 'ltrategy takes account of the needs of the Government and presents the 

Governmenrs proposals on issues like lhe sugar levy in such a way that they do not increase the 

potenlial 1nves1ors percep!ions of lhe risks involved in investing in lhe company. 
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SECTION 1: EXECUTIVE SUMMARY (continued) 

The basis of the valuation 

The valuation has been prepared on the basis that the investment goes ahead. The value derived 

therefore incorporates the value of any contribution that the new investors make. A valuation on this 

basis therefore represents the ·maximum· that an investor might r·av for the business. When 

determining their negotialing strategy potential investors are more likely to look at the value of the 

business before any investment. This basis is likely to produce a lower valuation. It will be very 

important for the Government to produce such a valuation so that they are aware of the likely levels 
of offers that may be made and so they have an understanding of the strengths and weaknesses of 

any such valuation. 

1.10 UNUTl!.ISED AND REDUNDANT ASSETS 

As mentioned above. the valuation does not take account of any value that there might be in the 

peripheral businesses that Guysuco has or in any redundant or unutilised assets it owns. Rather 

than seeking to value these types ot assets an approach which has been used elsewhere in 

privatisations has been to exclude any clearly identifiable redundant assets in the transaction and 

then to incorporate arrangements in the sale agreement to deal with assets that cannot be clearly 

identified at the time of sale. 

There are two approaches which might be appropriate in this case. Firstly, "clawback• arrangements 

are commonly used where there is considerable doubt about whether particular assets may be sold 

off later on. Under such an arrangement a proportion of the sale proceeds or profits from the 

subsequent sale of such assets is paid over to the Government. 

The second approach which may be appropriate would be to lease some of the land for fixed 

periods. This would be more appropriate where it is expected that land will become redundant in 

the future as is the case with the Wales and Enmore estates. Under such an arrangement the land 

and buildings are leased to the privatised company for the period which they are expected to use 

them. If the company determines that it wishes to continue using the land then it must negotiate a 

new lease with the Government. If ii does wish to continue using this land then it reveals to the 

Government who can then sell the land off. 

The Government should consider incorporating such arrangements in any sale of Guysuco where 

there are potentially very large amounts of land that could be sold off by the company. 

1.11 OTHER MACRO ECONOMIC ISSUES 

The restructuring of such a large part of the economy of Guyar.a will obviously create some potential 

risks to the whole economy. Two particular areas that the Government will need to consider c3refully 
will be the impact on inflation of the proposed wage increases and the systems by which Guysuco 

will be able to convert profits into foreign currency without damaging the foreign exchange market. 

7 

------ ~ 

' i 



. 
l -

.-

\ 

t 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
.,. 

SECTION 1: EXECUTIVE SUMMARY (continued) 

1.12 CONCLUSION 

The above provides a brief summary ot !he salient points of our report ho.Never it is essential that 

the enlire report is read in order to fully comprehend the methodology in our approach to the 

valuation and !he impact of the key assumptiO!ls on the range of values discussed. 
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SECTION 2: INTRODUCTION (continual) 

The methodologtes we have used tor our business valualions are: 

• Discounted tasllflow - based on an assessment of the business's abilily to gener21e cash in 

future years. The value 01 !he net (or tree) cashflow. discounted al a suilable rare. represents 

the net present value ol the business to an investor. 

• Lenrage Value - based on a calculalion of the amount of debt thal the business could 

support On the assumplion thal an investor borrowed against the assets and cashflows or 
the company to finance the purchase the limil of debt supportable represents the business 

value. 

The applicalion of all of these methods requsres a good underSlanding of the business. the markets 
1t operates in. Its past performance and Its likely fUlure performance. Therefore in the !allowing four 

sectlOOS we have described our understanding of these issues based on our discussions with 

management. 
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GUYS UCO 

VALUATION REPORT· 31 DECEMBER 1991 

SECTION 3: REVIEW OF INDUSTRY AND CURRENT OPERATIONS 

3.1 INTRODUCTION 

In tnis section we have set OUI a very brief summary of the nature of the sugar industry in general 

and at the i."lduslry in Guyana_ 

3.2 CANE SUGAR PRODUCTIOI 

The production ol cane sugar involves rwo main stages. the growing of 5'-'93' cane (agricullural 

operattons) and the converSIOO of sugar cane into r<M sugar (factory operalions)_ 

Agricuftural operations 

Agricultural operations involve preparation of tl"ie land. cane planling and tending the plants through 

to harvesting_ These operations are usually highly labour inlensive and require significanr manpower 

rhroughout !he growing season and during harvesting_ Sugar cane is planted in either spring or 

autumn and reaches maturity in approximately 12 months. It is expected to yield 4 to 5 crops. called 

ratoons. Alter rhe fourth raroon rhe cane plants begin to yie!cf a reducing volume of sugar and are 

usually replaced By dividing available land and planting in spring and autumn. rwo crops can be 

harvested each year - thus maximising rhe utilisalion of rhe factories. 

Alter harvesting. the cane is transported to factories for milling and processing into r<M sugar. rime 
from cutting ro processing is kepf ro a minimum since rhe cane sugar content declines rapidly once 

rhe cane is cut. 

Agricultural operarions are critlCally dependanr on: 

• Adequare supplies ol labour Much of rhe process is difficult ro mechanise. particularly cane 

culling. 

• 

• 

• 

A regular rainfall pattern Iha! gives rain free periods during harvesting operarions . 

A replan!lng cycle to ensure that old raroons are replaced and the overall plant age profile 

remains less than lour raroons. In rhis w~ yields of sugar shouk1 remain high. 

Good land preparation and mainrenance. Field inputs such as fert~iser are imporram ro 
mainrain yields. Where possible. a system of flood fallowing, whereby land is left under waler 

for six monrhs. likewise helps io improve soil fertility. 
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SECTION 3: REVIEW OF INDUSmY AND CURRENT OPERATIONS (continued) 

Factory operations 

In the Factory the cane is first milled or crushed. to separate the juice. The juice is boiled under 

vacuum to remove impurities and any excess water content The syrup produced is passed to a 

centrifuge which separates the raw sugar and molasses. 

Factory operariOns are capital intensive and require close management and coordina!ion with field 

operarions. Factory efficiency is measured in terms of sugar recovered from cane (tons of cane 

required to produce a ton of sugar). This efficiency is however dependant on both factory and 

agricultural operarions since the quality of the cane react'''lQ the factory will have a significant impact 

on the rario. Critical factors for factory operalions include: 

• The quality ol cane supplied by field operarions. If cane is poorly harvested then the factory 

receives waste material which has no sugar content Similarly if the cane is nol processed 

quickly the sugar content will decline. 

• Constant and high level of power to run the factory equipment 

• Reliable machinery, requiring investment in new equipment. 

• Availability ol skilled factory workers. 

3.3 SUGAR IN GUYANA 

Sugar has been produced in Guyana tor over 300 years. For most of this time the industry was 

based on a number of private estates. many ol which -were owned by Bookers. however in 1975176 

the Government ot Guyana nationalised sugar. With the nationalisation of Booker Sugar Estates and 

the merger with Oemerara Sugar Company. Guysuco was creared in 1976. Guysuco ncm represents 

the vast majority of the Sugar industry in Guyana. growing the bulk or the sugar cane itseH but also 

milling small volumes of cane from local farmers. Since nationalisation the company has been run by 

local managemenl. until October 1990 when Booker Tate were appointed as management. 

The sugar industry is vital to the economy of Guyana since it employs approximately 25% of the 

country's workforce and indirectly supports a number of Olher industries. such as distilling. The 

company 1s the largest foreign exchange earner in Guyana. 
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SECTION 3: REVIEW OF INDUSTRY AND CURRENT OPERATIONS (continued) 

The cane growing areas ol Guyana are in the coastal region and are low lying with much below sea 

level. They require a considerable drainage and irrigation infrastructure. RainlaH is high with 

approximately t 00 inches per annum in the east and 66 inches in the west To prevent flooding by 

both fresh and sea w3ler a complex system ol drains and pumping stations operates. The fields 

themselves are small and are laid out in slrips of camber beds which facilitate water run oH. This 
arrangement ·· ·~tudes the use al mechanical harvesting equipment These drainage and irrigation 

cha'lnels art: .11so used tor 1ranslerring cane from field 10 factory and ara a cost eHective means of 

1ranspor1 

The peak periods of rainfall in Guyana are June and December. Guysuco produces two crops per 
year. The harvesting of these crops is timed to avoid the months of high rainfall. The first crop is 

harvested from February-April and the second August-November. The factories operate to capacity 

during ii1ese periods bul are inaclive al olher times. 

Guysuco currently opera1es 8 sugar eslates and factories which produced 129.920 tons of sugar in 

1990 The eslales are concen1ra1ed in lwo areas. around lhe Corenryne River in the East (Berbice 

region) and the Demerara River in lhe West (Demerara region). The crop growing areas of Berbice 

are more °' oduclive lhan those in lhe Demerara region. The table below she.vs by region the 

estates. their current area and sugar produclion. 

Berb1ce req•on 

Skeldon 

Albion 

Rose Hall 

Bla11mont 

Demerara region 

Enmore 

LBl/Otamond 

Wales 

U1!11lugt 

Gross area 

Acres OOO's 

12 

20 
16 

.!1 
61 

13 

23 
9 

.!.§ 
61 

~ 

Area for 

harvesting 

Acres OOO's 

10 
18 
13 
10 
51 

8 
12 

6 

..2 
35 

86 -

Sugar pr0duct1on 

tons oocrs 

15 
33 
20 

gQ 
88 

8 
11 
8 

~ 
42 

130 -
The 1980's have seen falling sugar oulput in Guyana and a period of contraction in the industry. 

From a peak output of 369,000 tons in 1971, sugar production fell to 129.950 tons by 1990. This 

decline in produclion has necessitated the closure or 3 factories. The last of these closures occurred 

in 1986187 when the Leonora and Diamond factories were decommissioned. The eight factories 

listed above represent the rema1n1ng operalional facilities. 
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SECTION 3: REVIEW OF INDUSTRY AND CURRENT OPERATIONS (continued) 

3.4 SUGAR MARKETS 

Guysuco has a number of available sugar marke!s. the most important <'I which is Guyana"s EC 

quota of 163.500 tons which is allocated to Guysuco. The EC quora price has been significantly 

above the world sugar price. The quora does however represent an obligation to supply a specified 

amount of sugar. failure to do so. excepl in the event of a !orce majeure claim. may resull in a 
reduction in the quota_ G;Jyana has laded to meet the EC quota on ttvee previous cccasions 
(1988/89. 1989/90 and 1990/91)_ It has now successfully claimed force majeure ir. respect of al 

!hree occasions 

No other country has ever had a IOfce majeure claim accepted twice. which is a testamenl to the 

skiD and effort demonstrated by Guyana and Guysuco. but may mean thal further claims are unlikely 

to be successful 

Guysuco has concentrated on supplying the EC quota in preference to Olher markers in order to 

m1nim1se the risk of a reductlOf'l in quOla and to maximise revenue by gaining the highest selling 

prices available . 

Other marke!s available to Guysuco include the US tor which Guyana currently has a quola of 15.000 

tons. Caricom. the Guyanese domestic marke! and the world marker. The US quota is nOI subject to 

the same downward revisions as the EC quota if nOI liDecl. However. because of excess supply in 

the US. th€ quota was reduced from 23.000 tons in 1990_ 

11 1s important to nOle that the EC and US quotas are owned by Guyanl rather than Guysuco. 

Oe!ails of production allocahons to sugar marke!s in recent years c-:., be found in section 6. 

3.5 EMPLOYEES 

In recent years Guysuco has laced a number of employee related problems. Non competitive pay 
rares have had the double effect ol labour shortages and industrial disputes. These have had a 

critical impact on the company's ability ro harvest the area under cane and have necessitated 

reductions in production levels in recent years. 

labolir shortages 

Cane cutlers in Guyana have received significantly lower rates of pay than cutters elsewhefe in the 

Caribbean including Jamaica. St. Kiits and Barbados and !hey lherefore ollen travel overseas 10 earn 

higher wages. In addllion. Guyana has experienced considerable migralion amongst ~s workforce 10 

the US. Canada and elsewhere. The ellect of these problems has been particulatly acute amongst 

the cane cutlers. In November 1990. at lhe end of lhe ltrsi crop, Guysuco employed 6,829 cane 

cutlers which was only 70% ol the numoo required. 
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SECTION 3: REVIEW OF INDUSTRY AND CURRENT OPERATIONS (continued) 

The ptoblems have also altected technical. managerial and field supervisory staff. A: senior levels 

staff have left al a rate of over 10% 1n each of the~ 9 years. reaching as high as 20% in 1988. 

The labour shortages have recentl'f been addressed by management Since Ociober 1990 thefe 

have been pay awards of 70% and 50% and management are currently negotiating wilh unions over 

a third wage claim. 

These measures ~iave significantly reduced the labour shortages and management have indicaled 

that the workl0tce is up to strength 1n 1991 l0t the first time in many years. 

lndustri31 disputes 

Industrial dispiJtes have caused ptoblems during critical harvesling periods. One of the contribl1ory 

factors in Guysuco·s fa.'lure to meef u·.e 1990/91 EC sugar quota was a 6 week strike during the first 

crop of 1989. The table below shows both the decline in the labour force and the man days lost 

through industrial relations ptoblems. 

Man days Workforce 

lest OOOs Numbers OOOs 

1990 217 18 

1989 738 t7 

1988 255 18 

19!17 119 20 

Many of the disputes suffered by Guysuco have been political in nature. We understand that the 

majoriry cl sugar workers are of Indian descent and generally support the current opposition party. 
the Peop1e·s Progressive Party. The sugar worker unions are directly affiliated to the opposition 

party and have used Guysucc as a political platform on which to demonstrate their opposition to 

Government. 

3.6 REPLAITING AND GENERAL CROP HUSBANDRY 

A combination of shortages of labour. investment funds and agricultural equipment. has led to a 

failure to implement an adequate replanting cycle. The optimum replanting cycle is plant plus tour 

raroons Guysuco·s ratoons are in many cases significantly older than fourth and are consequently, 

on average. su!J1ecr to declining yields The !able below shows that Guysuco·s estates have been 

far from the ideal. 
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SECTION 3: REVIEW OF INDUSTRY AND CURRENT OPERATIONS (continued) 

Position ar 13 Ocrober 1990 

S..etoon 

A'n.on 
Row Hall 

aaumont 

E!'imore 

LS;,~ 

Wain 

U•r.tugt 

Aecommenaec 

6 

6 

TO 
TJ 
7 

7 

8 

2 

58 

68 

59 

40 

67 

so 
NIA 

39 

The shortage of labour in !he fields. coupled with an increasing scarcity of experienced managers 

and supervisofs. has led 10 poorer srardards in crop husbandry. Poor field hafvesling standards 

have led 10 increasing volumes of rubbish entering !he factory with a consequent adverse eHect on 

sugar recovery. 

The new management have undertaken a signtficanc reform programme during 1991. Increased 

labour availabili!',' has led to considerable improvemenrs in crop husbandry standards and a replanr 

policy of 20% per annum has been implemenred. A 20% replant rare will no< be achieved in 1991 

but management are confident that a significant improvement will be made to enable this target ro 

be reached in 1992. The benefits of !his replanting will be seen in highef yields in furure years. 

3.7 INVESTMENT 

Guysuco have suffered for some lime from a lack of investment funds. This has been attributed ro 

rhe Government's foreign exchange retention policy. Guysuco is a major foreign exchange earnef for 

Guyana and rhe Government needs rhese earnings for its own spending requiremenrs Under 

present legislalion Guysuco retains 17.5% of foreign currency earnings. the remaining 82.5% being 

converted to Guyana Dollars. This retention policy has apparently prevented Guysuco from oblaining 

new equipment and spare parrs !rom overseas suppliers. In consequence. factory equipment is old 
w11h a shortage of spares and there are serious deficiencies in equipment for agricultural use. nolably 

in transport. 
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I GUYS UCO 

I VALUATION REPORT - 31 DECEMBER 1991 

I 
SECTION 4: ANALYSIS OF PERFORMANCE TO DATE 

I 
4.1 INTRODUCTION 

In this sect:OO we describe the historical performance al Guysuco. The purpose al this is to provide 

I 
an outline of the current stale of the business and the problems il has et'lCOISllered. This then 

provides a basis for assessing the forecast performance al the business. 

I In summary. Guysuco·s revenues and profits have seen a significant dec~ne. particularly in recent 

years The Company·s objectives have been to maximise sugar production in a climate of falling 

investment and increasing operationai difficulties. Government policy has. in the past, nol given 

I encouragement to agriculture and has been claimed 10 have deprived the sugar industry of the 

necessary foreign exchange needed to upgrade and maintain equipment Additionally. the Company 

has suffered from industrial disputes which are widely considered to be political in nature. The 

I decline in the performance of the business has also had a serious impact on the economy of 

Guyana. 

, 

I Recognising the problems in !he industry and the needs for external management skiUs to rehabilitale 

the business. !he Governmenr of Guyana appointed Booker Tare 10 manage !he business. Booker 

' 
I 

Tare have been managing !he business during 1991 and in !hat lime they have started to make 

some 519nilican1 improvemenls in the performance of business. It is in the light of these problems 

and changes Iha! lhe performance to date of Guysuco should be reviewed . 

• 

I ·~ 4.2 ~VERVIEW 
'~ 

I 
Guysuco has experienced declining sugar production and profitability since 1981. T Olal production in 

~ 1981 was 300.790 tons. falling 10 129.920 tens by 1990, a decline of 57%. These levels represent 

significar1t reductions compared to the average level of production in the 20 years prior to 1981. 

I During this earlier period average annual production was 311.000 tons with a maximum of 368,843 

tons in 1971 and a minimum ol 241,527 tons in 1977 The graph below illustrates production levels 

from 1970 and demonstrates lhe decline. 
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SECTION 4: 

400 

350-

ANALYSIS OF PERFORMANCE TO DATE (continued) 

SUGAR PRODUCTION 1970-1990 

GUYSUCQ_ 
Sugar proauct1on 
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The decline from 1981 can best be analysed in two periods. from 1981 to 1987 and 1987 to 1990 

and movements can be split between agricullure and factory. 

1981-1987 

Sugar production fell from 300.790 tons 1n 1981 to 220.995 in 1987. This represents a reduction of 

approximately 80.000 tons or 27"f> during a 7 year period_ 

a) Agriculture 

The average area of cane harvested during this period declined steadily from 136,213 acres in 

1981 to 106.039 acres 1n 1987 This represents a reduction of 22%. The abandonment of 

land can be traced to bolh a policy or planned abandonment and an increasing sr.ortage of 

cane cutters with the consequent inablhty of the Company to harvest the land. 

The productivity ol agricultural act1v11tes is measur~ as t; 1e tons of sugar cane produced per 

a•;re ("tc/a"). Throughout this period lc/a remained relativeiy constant. There is only a 3.5% 

difference between yields in 1981 and 1987. 
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SECTION 4: ANALYSIS OF PERFORMANCE TO DATE (continued) 

bl Factory 

During this penod cane quality was maintained and factory management were able to keep a 

constant level of elfic1ency Accordingly. recovery, measured ac; tons cane :o produce a ton 

of sugar did not v3ry significantly 

The overall production dechne during the period is therefore l;.rgety attributable 10 reductions 

1n farmed area 

1987-1990 

Sugar production declined from 220.995 tons in 1987 to 129.920 tons in 1990, a fall of 41%. 

a) Agriculture 

b) 

Two I actors had a direc1 effect on production during this period. Berween 1987 and 1988 

there was a large drop 1n the area harvested from 106.039 acres. to 85.823 acres a fall of 

19%. The reduction was partly due 10 a planned reduction, by abandonment ol marginal land 

and partly due to a 6 week strike during the first crop and general labour shortages. This 

resulted in a backlog of cane and consequently large acreages remained unharvested. 

The second agricultural facror is declining yields. In 1987 29.23 tons cane were harvested per 

acre compared to 22.10 tons cane in 1990. This fall however largely occurred from 1989 

(29 56 tons) to 1990 \2210 tons). We understand there are a number ol causes. as follows: 

• 

• 

Exireme and unseasonal weather conditions during 1990. leading to flooding. 

The normally dry harvesting months of February - April experienced 29 inches of rain 

compared to an average of 9 inches in the same periods between 1985 and 1989. 

The heavy unseasonal rainfall not only affected harvesling during lhe i'rst crop, but also 

seriously affected ratoon yields in the second crop lhrough impaired crop growth. The 

effects of the unseasonal rainfall are the basis or the majeure claims with the EC. 

Inadequate replanting in previous years leadi'lg 10 declining yields from old ratoons . 

Declining field husbandry standards including failure 10 fertilise or flood fallow land . 

Factory 

Factory recovery during the period worsened from 14.03 Ions cane per ton sugar in 1987 to 

15.54 tons in 1990. This reflects a number of problems: 

• Reduced cane quality due ro old ratoons. delays in harvesting and waterlogging as a 

result of unseasonal rainfall. 
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SECTION 4: ANALYSIS OF PERFORMANCE TO DATE (continued) 

1991 

• Disruptions 1n cane supply to the factories caus:ng high down time and reduced 

recoveries 

Declining harvesting standards giving rise to increased rrash content in cane entering 

!he factory. 

The reduction in sugar out~t from 1987 to 1990 is therefore attributable to IWo major factors. 

the significant fall in acreage harvested due to planned land abandonment. insufficient cane 

cutlers and adverse weath~ conditions leading to poorer crop yields. 

The new Booker Tate management have implemented a number of changes during 1991. 

Management now expect the total crop for the year to be 151. 7i 0 tons. T'lis is an improvement of 

17% on 1!?90. 

a) 

b) 

A;Jriculture 

Current management project!ons for 1991 reflect a significant improvement in cane yield. 

Estimates for the second crop suggest an average yield of 26.9 tons per acre which would 

give an average for the year of 23.4 tons per acre, an improvement of 6% over 1990. The 

company has also increased the acreage under cultivation from 91,372 to 94.449 . 

These improvements are attributable to: 

• Improved labour supply as a result of increased wages. Management now have 

adequate numbers of cane cutters. 

• Improvements in field husbandry standards both for tending crops during the year and 

at harvesting. 

Factory 

Improvements are also expected in factory recoveries due ro better quality cane inputs. To 

date management have attempted to operate factories as efficiently as is possible given Iha 

previous investment deficiencies. This deficiency has manifested itself in failures in equipment 

such as generators. A generator failure at Albion in October led to loss of power and 

significant problems in operating both factory equipment and field drainage pumps. Enmore 

has recently suffered a boiler explosion necessitating the transfer of cane to LBI. The 

disruption caused by failures can be significant and seriously affect sugar production. 
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SECTION 4: ANALYSIS OF PERFORMANCE TO DATE (Continued) 

:n order to Illustrate the 11101oement in Guysuco sales it is necessary to identity separately the 

revenues generated from own production. Since 1989 a significant elernenl of total sales has come 

through the sale of imported sugar ( 1990 11 %) in the domestic market This has been necessary 
because Guysuco" s production has been insufficient io satisfy domestic demand. Revenues from 

own production nave fallen from 1987 leve~ with a low in 1991 estimated at US$ 76 million. This 

decline can be altnbuted to boch a fall in Guysuco production volumes and price movements. 

The effect of sales volume movements and price movements should be analysed separately. This is 

done below. 

• Sugar volumes 

The table below 1llustrates the declining volume of sugar sales. by market. in recenl years. This has 

been due to problems of falling sugar production. as explained above. rather than market limitations . 

Estimate 

1991 1990 1989 1988 1987 

Tons OOOs Tons OOl"s TO'ls 000-s Tons OOCYs Tons oocrs 

EC Quota 152 130 154 134 145 

us 7 9 

World 20 

Cancom 2 

Local 4 33 45 

ONn production 152 130 165 168 221 

Imported sugar 30 28 25 3 

Total sugar sales 182 158 190 171 221 

In order to maximise revenue through the higher prices of the EC quota regime. 100% of Guysuco 

sugar production has been exported to the EC since 1989. This has still been insufficient 10 meet 

the quota available. The domestic market has been satisfied since 1989 by imporls of sugar from 

the World market. 

Falling sugar sales volumes have been the largest contributing factor in the decline of sales income. 

The decline is therefore directly attributable 10 decreasing sugar output 

• Sugar Prices 

The US$ equivalent average selling price per ton obtained by Guysuco from its different markets is 

sha...•n below. 11 illustrates the likely benefits ol higher prices achieved by allocaling production 10 lhe 

quota markers of lhe EC and US. 
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SECTION 4: ANALYSIS OF PERFORMANCE TO DATE (Continued} 

Sugar sethng prices !991 :99() 1989 1988 1987 

per ton ~ uSS USS USS ~ 

EC 556 636 526 529 633 

:.,5 567 443 

WcrlO 159 

Car.com 256 241 

Local 336 159 156 

Prices have been calculated using average exchange rates for the year. EC prices are subject lo 

changes in the US$ UK £ exchange rate since prices are paid in Sterling. 

The above table shows the consider able variability in sugar prices in recent years which has been 

largely due to exchange rate movements. The EC price per ton has been subject lo the greatest 

effect of exchange movemen~s. since the US dollar to sterling rate has fluctuated greatly in recent 

years. Sterling strengthened approximately 18% between 1989 and 1990. accounting for the 

significant increase in EC selling price when expressed in US dollars. 

The EC sugar price has also come under pressure from reductions in subsidies. This was 

particularly noricable in lhe price fall from 1987 to 1988. 

Prices in the domestic market have been controlled by the government and any increases have been 
the result of official policy and the need to keep prices approximately in line with inflation. 

b) Sugar levy 

Sugar exoort sales revenue tS sub1ec! to a levy by the Government We understand that the current 

basis for calculating the levy is as follows . 

• 45% of the price in excess of G$700 but not exceeding G$1.000 per ton. 

• 55% of the price in excess of GS t .000 per ton. 

With the devaluation of the Guyanese Dollar the average selling price of sugar is currently expected 

to be G$65,000 per ton. Therefore. the bulk of sugar revenue is now subject to a levy al 55%. 

In recent years Guysuco has been unable to pay the full amount of there levies and it has negoriated 

a •remittance" of some of the levy with Government The table below shows gross and net levy for 
the period 1986 to H¥.l0 
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- I SECTION 4: ANALYSIS OF PERFORMANCE TO DA TE {Continued) 

I 
5-.gat .e-., 

·m 1989 1988 1987 1986 

~ USSm ~ ~ L:SSm 

I ,l.,..0<.:it ::-a-,aoie 43g 442 334 489 544 
' 

G.:::-.~r"!mer.t ~f?M;~arice ·259\ (~6 5) (24 9~ <U> (544) ' , 

11,!e! le-.·, ~ ~ 95 41 6 . - - -
I !\:el !el.'; as ' ol gross 22 33 12 42 

exporl sales 

I The lorecasl for lhe 12 monlhs ended 31 December t991 presently includes no sugar levy, which 

will be subject 10 negocialion between Guysuco and lhe GcJ\1errmen1 at lhe year end. 

I c) Cost of production 
... 

I 
A review of cosls in Guyanese Dollars shows a dramaric increase in rhe lour years 10 1990 which is 

131'gely due 10 inflatlOI'\_ Costs of production expressed in US$ have remained al relalively constanr 

levels. however there have been irregular fluctuations because of the significanl devalualions in lhe 

I Guyanese Dollar in recenl years. 

·' 
The result of these problems is thal it is very difficult lo analyse lhe costs or lhe business lhrough 

I comparison between different years 

' The lotal produclion cosrs of the business expressed in Guyanese dollars for lhe period 1987 to 

I 1990 are analysed below: 

T Olal e!oduct1on cosrs 

• I 1990 1989 1988 1987 

·~ G$m GSm GSm ~ \~ 
~ 

I 
Employment costs 9805 515 t 3029 2942 

~ 
Mater:als and orner 1.6523 776 7 3885 3433 .. 
Loss on foreign e•cl'lange 128 4 21J 8 1 7 48 

1nrerest eJtpense 1 2 166 48 96 

I 2 762 4 1.522 2 6979 651 9 

I 
Local subsidy 2822 2352 48 

Total costs before raxar1on 30446 1,757_4 7027 651 9 

I - - -
USSm ~ ~ ~ 

I 
TO!al costs belOle raxar1on rransiarea 

at ;r,erage eiccl'lange rares 770 646 703 665 

- - - -
I lnllahon rare 1000· eoo· 399 28 7 

I • Es!1mated 

I 24 
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SECTION 4: ANALYSIS OF PERFORMANCE TO DATE (Continued) 

The !able below dlustrares the main elements ot production cOSls per ton in Guyana Oolars tor the 

pencd 1987 lo 1990 

E~.:osts 

~er·ats and other 

Loss en !0te?l exc~ 

interest expense 

T O(al COSI ol prQduetion pet Ion 

• Emplorment Costs 

T oral et"plOymenl cosrs 

Actual COS! 

Cosrs restated at 1990 pr..::es 

!990 

T,:irs COOs 

130 

T990 

GS 

7547 

12.iTB 

988 

g 

21.262 

1990 

GSm 

9805 

9805 

T989 

Tons OOOs 

165 

1989 

GS 

3.~26 

4.713 

1 29; 

101 

9.237 

T989 

GSm 

776 7 

1553 4 

T988 

:ons OO<h 

168 

-

T.808 

2.319 

10 

29 

4.166 

-

1988 

GSm 

388 5 

13986 

T987 

Tons QO(h 

221 

1987 

GS 

1.331 

1.553 

22 

43 

2.949 

1987 

GSm 

343 3 

17290 

increases in emplOyment costs rellec! ll'le large number ol pay awards made in recent years Cosrs have risen at a IOwer 

rate than inllalion pnmanly due to !he laR in empiayee :vnbers experienced O\lef the perlOd In addlllOI!. wages at Guysuco 

leli beh~"1d "''laloon during the same perlOd 

Movements '" cosrs per 1011 can be anrabuled bolh ro inflation and a falling sugar product'°" The deciine in sugar OIApuC 

was at a laster rate rnan !he tall in employee !el.els 9"""9 a 11'\Creasing average employment COSI per 1011 

• Material Costs 

T O(af materials and ocher costs 

Actual COSI 16523 

Costs restated at 1990 prices 1652 3 

1989 

~ 

1553 4 

1988 

_QI!!! 

3885 

13986 

1987 

~ 

3433 

17290 

Marenal costs in real rerms have increased slightly CNer !he period despite considerable reductions in 

the roral produc!ion. The principal cause or !hrs has been rhe need ro purchase sugat from !he 

world market 10 meet local demand. Costs excluding rhese purchases have declined over !he period 

brnadly 1n hne wirh rhe decrease 1n !he levels or produclion. 

25 
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SECTION 4: ANALYSIS OF PERFORMANCE TO DATE (Continued) 

Loss on Foreign Exchange 

A sign1frcan1 element of lhe t 989 and t ggo increases in tOlal cOSl of production per ton has been 

!asses on foreign exchange These have arisen bolh on loans denominated in foreign currencies. 

which are 1ranslaled to Guyanese Dollars at me balance sheet date. and on t?JerYday trading 

actr.~ies with overseas supplies. The Exchange rate belWeen the Guyanese Dollar and US Dollar 
reraained conslan? ttvough 1987 and 1988 al G$10:US$1_ In 1989 the Guyanese Dollar devalued to 

GSJJ:US$1 and in 1990 to GS45 USSt These devaluations gave rise to the significant exchange 

losses. 

• Local Subsidy 

Since 1988. 1n addltlOO 10 rts owr. costs ot production. Guysuco also incurs a cOSl associated with 

the import of sugar for the domeslic market. Importation of sugar fee the domestic market is 
necessary since all 81..-ysuco produclion is exporled to the overseas quota markers of the EC and 

US The ;:x>licy has been necessary 10 prOlecl the EC quota. This cOSls of buying sugar on the 

world market and importing it into Gu~ana have exceeded the revenues attainable al the fixed 

~icprice. 

In 1990 the domestic sale price averaged G$14.708 per ton. The cOSl of importing sugar to satisfy 

the local market was G$24.996 per ton giving a subsidy cOSl to Guysuco of G$10,288 per ton. The 

average domestic sales price in 1989 was G$6.070 per ton which compared with G$15,250 import 

cOSl and GS14.348 average sales price. 

Pr;..Jf to 1988 Guysuco's average production cOSls exceeded the fixed domestic sales price. This 

subsidy has not been shown separately. 
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~ - I SECTION 4: ANALYSIS OF PERFORMANCE TO DATE (Continued) 

I 
Balance sheet 

1990 1969 

Li~ USSr!! 

I =,•ed assets 188 200 ' 
' 

::urr~t assets 333 «2 

C urrer-t !i ab1ht1es 141 4) (50 3) 

I lil .!ll 

I 
Represented by 

Capital and resenies 6.3 76 

Loans 1 2 19 

I Deoentu.res ..li ...u 
tO 7 13 8 - -... 

I 
a) Filed assets 

I Fixed assers comprise the ~allowing: 

/ 

I 
1990 1989 

_!&l!!! USSm 

' 
Net booi< amount 

I 
Land ar!d t>u11d1ngs 39 44 

Plant and machinery 59 65 

L"'estock 06 05 

~ 
Work on progress ~ !§ .. ~ I 188 200 - -

~ 
The above amounls represent the historical cosr or valuation. net of accumulaled deprecialion. 

' I converted to US$ at year end rates. The high levels of inflation in Guyana in recent years mean thal 

these figures are of limited relevance. 

I Guysuco currently has 146.800 acres of land of which app!'Oximately 122.000 acres is for cultivation. 
01 this only 86.000 is being harvested at present. leaving a significant area unutilised. Of the total 

I 
area 34% is owned under freehold by Guysuco the balance being under long term leaseholds. 

Work in progress includes factory machinery and the new head office under construction. It also 

I 
includes rice cuhivation at Blairmonr. 

I 

I I 
I 

' 
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SECTION 4: ANALYSIS OF PERFORMANCE TO DATE (Continued) 

Since 1990 !he company has obtained a number of supplier credits to finance operaling anc! capital 

expencfl(ure 

dl Loans 

ier.ants J..at~ Limited 

,'.j6 ! 54 

:..cal'ls -..i:i- r~ert ""lfhir: Cl"e ~ear 

LOal'IS "'"""' ·~ayrnen! alter one year 

The current position on the loans is as follows: 

?990 

l.:S$:n 

24 
46 

70 

OJ 

Q..!. 
74 

62 

!.1 
74 

T989 

US$.'TI 

24 

.!...2 
43 

05 
4T 

89 

70 

.!...2 
89 

The Tenants Guarant'f loan is a delinquent loan accruing interest at 17% p.a. The full amounl of 

Guysuco·s liability has been paid to the central Bank of Guyana for onward payment to the overseas 

lender. (This amount is included in debtors J Guysuco has l'lO( received formal ~onfll'rnation of 

senlement of this liability from the Ministry of Finance and therefore continues to recognise the debt 

We understand that the MinlSlr>' has taken up this liability. 

The Inter-American Development Bank t10B) provided funds under Industrial Reactivation loan 154 

for purchase of fixed assets and working capital. The foced asset loan was initially drawn down in 

1989 and the working capital loan 1n 1990. 6oth loans are organised through Guyana Agricultural 

and Industrial Development Bank (GAIBANK) and are guaranteed by the Government of Guyana. 

The fixed asset facility is US$6 2m of which US$4.3m had been used by August 1991. The working 

capital facility is US$3.6m of which US$1 3m has been used. 

The fixed asset loan is repayable in lhe equal half yearly instalments in Guyana Dollars at !he 

prevailing olficial exchange rate. The current rare of interest on this loan is 32.5% p.a. The working 

capital loan is repayable 1n US Dollars with lhe same repayment schedule as above. Interest is 

currently charged at 15% p a. 
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SECTION 4: ANALYSIS OF PERFORMANCE TO DATE (Continued) 

The IDB have pcOV1ded an additional ioan facility on wnich no drawdowns have been made to date_ 

Th;s 108 839 loan is for US$12 3m !or the purchase of machinery and equipment. spare parts and 

agricultural chemicals 

The IDB 839 loan is made 10 !he Govemmenl of Guyana who o:i lend lo Guysuco_ Loan lerms to 

lhe Government include repayment 1n 60 semi-annual instalmenls commencing Oclober 2000 and 

in1erest payable at 1% pa_ until April 2000 and 2% p.a_ lherealrer_ Al lhe present lime no formal 

conlirmalion has been received by Guysuco of lhe lerms on which lhe Goverrvnent will lend on to 

1hem_ But 11 is c?Xpecled lhal the loans will be at commercial rates_ 

Other local loans in 1989 included US$0_4 million in supplier credit from~ lnternarional. 

US$0. 7 million from the Guyana Agricultural and Industrial Development Bank (GAIBANK) and 

US$3 0 million from local insurance companies and olhers. By 31 December 1990 the supplier 

credits too ceased. the GAIBANK loan was repaid and lhe insurance company and orher loans 

outstanding were USSO l million. 

e) Debentures 

In 1984 Guysuco recetved a loan from lhe Governmenl of Guyana which was subsequently 

converted on 1 January 1986 10 a convertible 2% debenlure redeemable in lhe year 2000_ 

The debenlure is denominaled in Guyanese Dollars and amounls lo G$ 143_6 million_ 
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' - I GUYS UCO 

I VALUATION REPORT - 31 DECEMBER 1991 

SECTION 5: ANALYSIS OF FORECASTS 

I 
I 

5.1 HiTRODUCTION 

As part of their proposals to the Government of Guyana tor the refinancing of Guysuco, Booker Tate 

I have conducted an extensive review of the sugar industry in Guyana and produced an investment 

plan for the future. covering a period of 12 years from 1991 to 2003. The forecasts included in the 

plan have been prepared in US dollars. based on constant January 1991 prices. We have reviewed 

I the Booker Tate forecasts. considering in detail their assumptions regarding both Guysuco and the 

economy of Guyana. Our views on these assumptions are covered below. During our review a 
... number of matrers came to our anention which we believe should cause the forecasts to be 

I changed. This section considers the forecasts incorporating these changes. These have then been 

used as the basis for our business valuation which has been discussed in Section 6 of this report In 

I 
addition, in that section we have considered the impact on both the forecasts and the valuation of 

changes in the assumptions supporting the forecasts. 

/ 

I 5.2 SUMMARY OF CASH FLOWS TO 1997 

' 1991 1992 1993 1994 1995 1996 1997 

I US$m US$m yssm US$m USSm US$m USSm 

Sales income 71 0 844 879 921 920 966 976 . 
I .. ~ Operar1ng costs (40 3) (528) (61 8) (70 1) (68.0) (67 4) (647) 

~ 

I 
Capital expenditure 11211 ;27 5) (390) (350) (302) (14 6) (10 2) 

.. ~ >=ore19n exchan~e 11 11 11 1 1 1 1 1 1 1 1 

I Working :::ap1ra1 fill ~ iQ_fil ~ iQll !Q.1l ilLll 
\ ' 

Ne! cash !lo.ti 190 00 (126) (123) (54) 150 23 7 

I Loan movements 50 250 160 160 00 (50) (50) 

Interest 02 (0 5) (1 3) (2 1) (2.1) (1 9) (1 6) 

Taic @.11 l!i.fil ~ ilLll !Q.fil !!11 @11 

I Ne! alter ta. cash rlow 15 5 17 7 i2Jl 1 5 ~ 39 11 0 - - - - -
I ·-

These cashflows are analysed 1n more derail below. Under each heading we explain the assumption 

I 
used and any areas where we have made amendments to the Booker Tate forecasts. In these 

instances our reasons tor ma!(1ng cnanges are explained. 

I 
/ 
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~ - I SECTION 5: ANALYSIS OF FORECASTS (continued) 

I Allhough !he cashllows have been forecasl through 10 2C03 we have only shown those to 1997 since 

!ram !hat lime 11 has been assumed 1ha1 the business will have reached a steady state and its 

I lorecasrs are !he same as for 1997. 

5.3 SALES 

I Rev•:led torecasrs 1991 1992 1993 1994 1995 1996 1997 

US$m US$m US$m US$m US$m US$m ~ 

I Sugar sales 

EC 860 904 88 3 860 839 838 839 

us 72 72 72 7.2 72 72 

I 
Domesr1c 1 7 70 13 1 13 3 13 3 13.3 

Cane om I 7 60 60 

World .....12 __£§ ... 
860 993 102 5 1063 106 1 111 8 113 0 

I Sugar levy l..!Z1l 119 4l (19 1) il!.Zl !!!§1 !.!ill (199) 

688 799 834 876 875 92 1 93.1 

I Molasses sales 22 45 45 45 45 45 4.5 

/ 71 0 84 4 879 921 92.0 96.6 976 

I 
' I We have reviewed !he sales markets anticipated by Booker Tate includi11g quantities and selling 

prices available. Our comments are included below. 

. 
I .. ~ Markets 

~ 

I 
Booker Tate commissioned a detailed review of the potential sugar markets availablH to Guysuco. 

" 
This review was conducted by Landell Mills Commodities Studies. an independent firm of 

consultants. Their initial conclusion was that Guysuco should concentrate on supplying only those 

I 
markets which were likely to offer prices in excess of lhe world market. On this basis they concluded 

that Guysuco should aim to produce 243,000 tons per year. The markets identified in tt.eir report are 
' ' 

shown below with suggested allocation of production and estimated prices. A revised price is also 

I shown, which rellects adjustments discussed later in this section: 

I 
I ·-

I 
I 
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SECTION 5: 

EC 

us 
Domestic 

Other Markets 

Canco:n 

- '../lhi!e 

. Raw 

World 

a) EC 

ANALYSIS OF FORECASTS (continued) 

1991 Price esttmated 

by Booker Tate 

Raw sugar 

T o"s at sugar USSilon 

163.500 6i6 

23.000 482 

~ 359 

225000 

6.000 347 

10.000 416 

2000 290 

18.000 

243.000 

Revised price used 1n 

forecasts for 

valuation purposes 

US$/lon 

566 

482 

335 

347 

416 

290 

Guyana presently has an EC quota of 163.500 tons of sugar. This quota gives a price which is 

significantly above th~ world sugar prrce. This is the second largest quota that the EC has granted 

and it is sub1ect ro a number of conditions. The most significant condition is that the EC reserve !he 

right 10 revise the quota in the event that the country is unable to supply the sugar. As the only 

producer in Guyana. Guysuco is responsible for meeting all of the quota production. Guyana has 

failed 10 meet the EC quota in the last rhree quota years but it has successfully appealed to avoid a 

quota reduction in each ol these years 

There may be a further shor!lall 1n 1991/92 since prodi.Jction of only 141 000 tons is forecast by 
Booker Tate in 1991. Guysuco management however now consider 150,000 +tons to be likely fOf 

1991 with a second crop of 107.000 tons. if this is achieved and the first crop of 1992 is 56,600 

tons or more then the quota could be achieved. A further requirement of the quota is that the 

supplier shoutd satisfy their domestic requirements from this over production. This requirement is not 

enforced as rigidly as !he requirement 10 meet the quota and it is not expected that Guyana will be in 

3 position to comply with this requirement until 1993. The EC quota is critically important to Guysuco 

and the Booker Tate forecasts assume that the quota level will remain unchanged. 

The likelihood of this EC quota being reduced in the medium term for reasons other than the failure 

of Guyana to meet the quora is considered by Landell Mills to be very small. The EC has stated ~s 

desire 10 increase trade with those countries who have majOf quotas with the EC and a reduction in 

the quotas would contradict thar desire. The major ri5k would appear to concern the price that the 

EC is likely to offer for the sugar 
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~ECTION 5: ANALYSIS OF FORECASTS (continued) 

The maior pressures on the price that the EC will offer are the same as those on the internal 

intervention price in the EC \ 1h1ch the quota price is linked to. Intervention prices are being reduced 

in real terms because of internal pressures 1n the EC to reduce the levels of support to farmers. The 

low level GI the world market sugar price relative to the intervention price is also putting pressure on 

the EC. Furthermore. the GAIT talks are also placing considerable pressures on the EC to reduce 

prices. 

These factors would seem to indicate that there should be a substantial reduction in the intervention 

price and therefore in the quota price. However, any significant decline in the intervention price 

would have a serious impact on the European s1.igar industry and it is therefore likefy thal there will 

only be a limited and gradual reduction in both the intervention and quota sugat prices. 

The EC sugar price has declined in recent years. In 1989/90 and 1990/91 there was a reduction of 

2% in each year. In 1992;'93 the price has been held to the 1990/91 level. Market analysts expect 

this downward trend to continue anu Booker Tate have assumed in their forecast a 2.5% price fall 

per year in constant terms from 1992 to 1995 with the price remaining constant thereafter. 

The current EC quota price based on Booker Tale calculations is currently approximately US$616 per 
ton. This price is derived as follows: 

• The EC price is fixed for quota years. from 1 July to 30 June. in ECU per metric tonne. In 

1990/91 this was 439.4 ECL' 

• The sugar producer 1s paid 1n the currency of the buyer. For Guysuco this is UK£ since Tare 

& Lyle buy all Guysur.o·s EC sugar sales. The exchange rate on 1 July 1990 was 0.78 

ECU:UK£1; giving a sterling price of £343/metric tonne . 

• Guysuco then receive a further premium because the quality of the sugar they produce is 

higher lhan the EC standar1. This premium amounts to approximately £9 per metric tonne, 

increasing the price to £352/metric tonne. 

• 

• 

• 

Freight. insurance and sundry transporl are ct.arged in sterling and are deducted from the 

sales price before paymenr to Guysuco. These cosrs are estimaled at £24 per metric tonne. 

reducing the price 10 £328 per tonne. 

Using a sterling to US Dollar exchange rare of 1.88 US$: UK£1 (per Booker Tate Investment 

Plan) the EC price is US$616 per tonne. 

Guysuco expresses producllon in imperial tons. (Conversion al 1 ton : 1.016 tonnes). The 

US $616 per metric ronne therefore equates to US $626 per ton. 

In !heir forecasts. Booker Tate have 1ncorrecrly used !he price for metric tonnes rather than imperial 

ions. Their forecasts are based on US $616 rather than US $626 per ton. 
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SECTION 5: ANALYSIS OF FORECASTS (continued) 

The price received by Guysuco is therefore subject to two different exchange rates plus freight and 

insurance costs. Any movement in these exchange rates will have a significant effect on Guysuco's 

income. Given that exchange rate movements between the UK£ and the ECU are being managed. 

our forecasts only include a sensitivity analysis of the effects of movements in the USS: UK £ 
exchange rate. We understand the freight is presently arranged by Bookers. No allowance has 

been made for possible changes in freight and insurance costs. 

The Booker Tate forecasts have used a US Dollar exchange rate of 1.88US$: UK£. This rate would 

seem optimistic and for the purposes of the valuation a rate of 1. 70US$: UK£1 has been assumed. 

This has a downward effect on revenues. 

Projected future prices are as follows: 

Price per ton 

per Booker Tate 

forecasts at US$ 

1 88 UKE 

Re-.1sed price per 

ton at USS 
1 88.UKE 

Price used 1n the 

valuation for~cast 

at an exchange 

rate of 

US$1 70 UKE 

b) us 

616 

626 

566 

601 

610 

552 

1997 

586 571 557 557 557 

595 580 566 566 566 

538 525 512 512 512 

The second preferential market tor Guyana is the USA, under the US sugar programme. During 

1990/91 Guyana's US quota was 23,000 tons; a figure which has been used by Booker Tate for a 

constant future market. However. the 1991/92 US quota to Guyana has recenlly been reduced to 

15,000 tons. In the forecasts tor the valuation it has been assumed that the country will continue to 

be allocated this quota. The Booker Tate forecasts do not anticipate having sufficient surplus over 

the EC quota tor exports to the US unlil 1993. 

Guysuco. which is responsible tor meeting the quota. has not supplied sugar to the US in the recent 

past because its entire production has been allocated to the EC quota. Despite this, the US has not 

suspended or withdrawn the quota. The reduction in the quota in 1991/92 was more in response to 

the general reduction in quotas by the US resulting from surpluses in the country. The likelihood of 

the quota being maintained in future is much less certain than ii is for the EC quota. The same 

pressures affect the US quota and quota prices as affect the EC. however the political pressure to 

maintain support to the countries given quotas is much less 
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SECTION 5: At~ALYSIS OF FORECASTS (continued) 

The US quota price a~umed by Booker Tate is USS 482 per ton derived as follows: 

Base price 492 

l4 

Net pnce 482 -
e) Domestic 

Demand in the domestic market has declined in recent years from 45,000 tons in 1987 to 34,000 

tons in 1990. Booker Tale has assumed this level will remain constant in future with raw sugar 

demand of 34.000 tons and white sugar al 4,000 tons. However. Guysuco's output will not be 
sufficient to satisfy this market until 1993/94. 

In 1987 Guyana produced all the sugar required for its own markel. however since that date 

pressure to till the preferential quotas has led to all production being exported. The company has 

imported sugar to satisfy local demand. It is however an EC requirement that the domestic market is 

satisfied before the EC quota <snd Guyana is increasingly under pressure to do so. 

Booker Tate have assumed that they will be allowed to continue exporting to the EC in preference to 

the local market until 1993 and that they will be able lo set a market price for sugar in Guyana. 

With the removal of price controls. prices would increase to the same level as imported sugar which 

is calculated as follows: 

Assumed World pnce ror raw sugar 

Ouahry premium 

White sugar premium 

36 

326 

~ 
335 

395 -
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SECTION 5: ANALYSIS OF FORECASTS (continued) 

This calculalion gives a r:M sugar price of USS335 and a white sugar price of US$395. In tta 
original torecasrs. Booker Tate calculaled 1heir price by adding freighl costs of US$24 10 give 

USS359 r:M and USS-lt9 while Ho..ve-.-ei-. lhe landed price ol ~Id market raw sugar would be 

USS326 pe! Ion and any shipping COSIS ol Olher suppliers would have to be met from lhis price. 

The adjusred forecasts have lherelore been based on lhe price 0: US$335 per Ion lhroughou( lhe 12 

year period 

d) Caricom 

The Caricom market is provisional with negaiations continuing over lhe eslablistvnent of a Caibbean 
Trade Area prolecled by a Common Ex1ernal Tariff (CFD. Such a lariff on external imports WOl 'Id 

provide Caribbean producers wilh a significanl price advanlage. The Booker Tate forecasls have 

been built on lhe assumption that Guyana would be able 10 sell 10.000 tons raN and 6,000 tons 

white to 1h1s market from the mid 1990"s. 

Sugar price~ have been derived as follows: 

Raw White 

US$Jton tJS$1on 

Assumed World price 326 326 

Sh1pp1ng and insurance (24) (24) 

White sugar premium - _§Q 

302 352 

Share of CET to Guysuco es11mate<1 at 15% ~ ~ 

347 416 - -
There is no quality premium on sugars sold for direct consumplion. 

a) World 

World prices are extremely volatile and are generally lower thal all olher available markets. The 

Booker Tale forecasts assume a world market price of US $290 per Ion based on World Bank 

projections. This is derived as follows: 
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SECTION 5: ANALYSIS OF FORECASTS (continued) 

326 

9 

(45) 

290 

The WOl'ld marker price is currently approximaleiy US S200 per ton. 

The Booker Tare ln...-estment plan forecasts only smaD amounrs of sugar sales to the world market. 

Sugar l8'y 

The sugar sales levy represents a significant source of income for the Government of Guyana. but if 

also represents a significant lax on the business. 

The lorecasrs prepared by Booker Tare have assumed that !here v.iU be no sugar levy. For the 

purposes of the valuarion we have assumed that there will be a sugar levy of 20".0 of export sales. 

This is similar k> the level of ner levy paid in the recent past. 

Sugar pioduction 

On the basis thal Guysuco should aim 10 produce 243.000 tons of sugar per year. the production 

levels al each estate are planned 10 change as follows: 
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SECTION 5: ANALYSIS OF FORECASTS (continued) 

Tl9C :990 T99i 

Care ar~.! ~· ... .:;e ;:r~~ctlOn Cane area 

acres :O..'\J t'.:rs JOO acres 000 

Settx:e reg.on 

5"eldotl :() 15 

Alben :s 33 24 

Rose Hall !J 20 15 

Blairmont .~ 

~ 

5: 

Demerara ·~·on 

Enl"'lor~ g s 5 

l.9:. ~·ariond '2 TT 12 

Wa;es i5 8 

iJ1!\ol..gt ~ ~ ~ 

35 42 ~ 

TO!al ei; - ~ aa -

t997 

Sugar proGucbc>n 

rans 000 

31 

t14 

44 

... oncrHSe 

.,,~ 

PlocPC!IOn 

100 

245 

(100) 

(100) 

JOO 

(100) 

The assump!ions on which 111ese changes are based can be analysed separately under agricul!ure 

and fac!ory On !he agricul!ural side of !he business !he local managemen! of Guysuco are now 
pro1ecling Iha! !he improvemenis set out 1n !he original forecas!s can be achieved much earlief. 

Since !he prepara!ion of !he Booker Tare reporr it has become clear that improvemen!s in agricultural 

operations implemen!ed by managemenl are having a more immediale effect lhan anlicipated. 

These include: 

• Motivalion of lhe workforce 

• Ae-eslablishmenl of proper culhvalion praclices for harvesting and replanling. 

• Proper 1ra1rnng for sraff 

• Adequale usage of he!d 1npu1s such as ler!ilisarion . 
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SECTION 5: ANALYSIS OF FORECASTS (continued) 

The Booker Tate production assumptl()(lS were based on management budgets for the period 1991. 

1993. Budgets tor 1992· i994 !lave Slbsequenlly been prepared and revised. Managemenr 
forecasts are based on the assump( .. JO that adequale agriculural equipmenl and drainage 
eqinomenr will be available In the short term. tram 1991 to 1994. thete are sigRficanl diHerences 

t:>er.veen the Booker Tare forecasts and Guysuco managemenl forecasrs. These differences are best 

re-~ in the logical order ol the sugar production process. 2S outline below. We have used the 

revised rnanagemert forecasts tor the valuation. 

a) Acres hanesled 

The Booker Tare plan envisages a res1nction oi the area harvested due to concerns Oller the 

availability of cane cutters. Guysuco management have recently taken a more optimistic view as to 

their harvesting capacity and expected harvest acreage has increased as loDows: 

Acres han.esled ' JOCJ 1991 T992 1993 T994 

9ocker Tare plan 895 883 871 865 

First manag~enr torecast ar 874 938 975 98.C 

S AugUS: T99T 

Ae-.•sed management forecast 87.c 936 975 984 

al TS October T99T 

These higher levels ol acreage reflect lhe sigl"lificanrly improved worker turnout achieved in the 1991 

crops. Ar presenr the company has all the field workers ii requires. This level of labour supply 

enables land prepararion and harvesting on a much larger area. 

b) Agricultural yields 

Management noN believe they will achieve improved yields. exp1essed as tons of cane per acre. 

above lhe levels anticipated 1n the Booker Tare report The improvements can be seen below: 

Tons cane ~r acre 

Booicer Tare plan 21 T8 2381 2641 2825 

Forst management forecast 21 20 24 55 2726 2863 

Rev1seo managemen: forecast 23 72 2610 2726 2863 

These increases 1n cane yields are due 10 significant improvements in field husbandry lechniques. 

Land has been properly prepared and fertilised during 1990/91 with a direct effect on yield. 

Addilionally the 1990 yields were low due to very poor weather conditions which have nol recurred in 

1991. The revised 1991 eshmare has beP.O prepared during the second crop and is therefore 

consld~ed 10 be more accurare. Likewise revised 1992 estimates are based on the better 

management expectarions or yields in 1991 . 
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SECTION 5: ANALYSIS OF FORECASTS (continued) 

The mprovemenrs in yield 1tvcugh belier field husba!ldty techniq.JeS are dependant on Guysuco's 

abdiry ro Cairy OUl rhese operations eflecrr.-e!y. The main constrainr on rhese activities al. present is a 
l3Ck al equiµnenr which prevenrs adequal:e replanring and field preparation. Tne ~ural capilal 

expenddU1e requuemenls al Guysuco are discussed laler in this section under capital expendilure. 

c) S11g1r cane productioll 

The resulls of Che above impcovemenrs in yield and increases in acreage harvested are to 

significanlly lflCrease sugar cane produc11on beyond original expectalions. as folows: 

• ons cane , JOC1 l :Jgt ~992 1993 1994 

Scc•er T a!e i;.an 1 895 2_102 2_300 2.445 

F ... sr ~1 rorecast 1.!SJ 2.304 2_656 2.818 

A.e-.•sed mana.,,~t ·~ecasr 2073 2_443 2_656 2.818 

d) Factory sugar recowery 

Booker Tate have been more oplimlSlic than management about rhe likely improvements in factory 

sugar recr:Nery. expressed as rans cane to tons sugar. The differences in recovery are shown 

below: 

Sugar recovery 1991 !..m ~ ~ 
(:ons ca:ie ro produce a ron al sugan 

Booket Tate piaro 14 3 138 13 4 131 

F11sr management torecast 14 5 14 4 14 2 13 9 

Revised managemenc f0tecasl 145 14 2 1'2 139 

Improvement 1n lacrory rec<:Nery are attributable to two factors_ First y better quality cane entering 

the factory due to improved crop husbandry and secondly more efficient factory operation due to 

factors such as better and more constant cane supply. The Booker Tate plan forecasts better 

factory recovery lhan Guysuco management are presenlly budgeting_ The Booker Tate plan is 
based on significant factory investment whilst management forecasts are based on a more limited 

refurbishment assuming availability cl spares and parts ro continue efficient operation. The factory 

investment plans proposed by Booker Tare are discussed laler in this section under capital 

expenditure. 
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SECTION 5: ANALYSIS OF FORECASTS (continued) 

e) Tons sugar produced 

The overall increase in cane produc!IOl'l anticipaled by ma.~ wiB t .... ve a signif!canl impact in 

inc;easmg sugar output The increase is to some degree offset: by managemenr expectarions of 

tower recoveries in the factories Sugar vot\JfTle proou.::tion eslimales are as fellows: 

- estates 

- lattne!S 

- e-s:ares 
. farmers 

Re-.1seo "'clf'<l9'!menr tar'!Cas! - '!S:ates 

- ta:mers 

T991 

133 

~ 

T 4T -
T28 

~ 

~ 

143 

~ 

152 -

1992 

152 

tt 

~ 

T6C 

tt 

Ht -
HJ 

l l 

184 ,__ 

~ 1994 

172 187 

__g ~ 

!.2! ~ 

187 203 
_g ...!1 

199 216 - -
187 203 

_g _!l 

199 216 
=- ....... 

The 1991 sugar proouction is now expected to be apµoximately 152.000 tons. This is a significant 

improvement over bolh managemcnrs first forecasts and the Booker Taie plan. The 1991 second 

crop is expected to proouce 107.180 rons. 17.6% above first eslimare. With this second crop 1991 

and an estimated 68.940 ions tor the fi1st crop of 1992 rhe combined tolal output of 176,120 tons will 

exceoo rhe EC quora for 1991/92 and largely fulfil the US q~a. This represents a major recovery in 

Guysuco·s performance and is an excellent platform on which to rejwenate the industry. 

The 1992 sugar proouction forecasts by management exceed Booker Tate plan levels by 21.000 

tons or 13%. Whilst these increases are impressive our experience in !he rehabilitation of !he 

Jamaican industry would indicate that they could be achieved. 

In view of the revised !~recasts we consider it appropriate to amend the Booker Tate cashllows 10 

reflect the higher outputs. 
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SECTION 5: ANALYSIS OF FORECASTS (continued) 

S.• OPERATING COSTS 

The Booker Tate torecasr operar1ng costs have been prepared in considefable detail. A summaiy of 

!he IOfecasl cperacmg cosrs f()( the period 1991 10 1997 is shown below: 

!99! ~gg2 1993 199-! 1995 1996 1997 

~ ... ss ... t.:SSt-1 USSm USSm ~ ~ 

>\;"cuir.,re !8 7 23 5 28 3 332 34 l 34 7 328 
lntrastr~:ure 34 4J 44 48 48 45 45 
Factety ar.a TranSpcft 11 0 !.i a !7 5 196 19 3 189 t79 
Estate Support 42 53 58 62 62 55 47 
~adCff:-:e JO J4 JS 36 36 36 36 

40 3 51 :J 595 57 4 680 672 635 

The operating costs prepared by Booker Tate were compiled from detailed data relaring to 

agricultural. factory and Olher costs. Agricultural operating costs are based on planring. raroon 

cultiva!ion and cutting costs per acre for individual estates. These unil cosrs represenr consol-.ciated 

hourly rates for labour and machine costs and materials costs per unit All these amounts have been 

calculated on a cash cost basis. 

Factory opera!!ng costs represent !he consolidation of detailed unit costs for labour. consumables 

including materials. chemicals. lubricants and fuel and miscellaneous such as handling costs. Each 

of these unit costs represents the cash cost per ton of cane or Olher variable. 

Operating costs rise to a steady state level by 1995196. The main element of increase in both 

agricultural and factory costs is the proposed Booker Tate pay increases. of 400%, in real terms, by 

1994. Other costs will increase 10 a lesser degree due to increased sugar throughput. 

In v1e:N ol our adjustments ro increase sugar production in lhe period 1992-1994 we have also 
adjusted operating costs. We have increased agricultural and factory costs by 5% in each of the 

years 1992-1994. These increases rellecl the greater acreages to be harvested than anticipated by 

Booker Tate and consequent higher cane volumes entering lhe factories. The revised operating cost 
cashflows. as used 1n the valuation. are set out below. 
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SECTION 5: ANALYSIS OF FORECASTS (continued) 

·ti~ ·~2 1993 ;994 T995 T396 1997 

~~ ~SS,.. 0SSm US$m USSm US$m USSm 

A;'iC:.,..~.,.re :s 7 ~.:'3 298 349 J4 1 J4 7 328 

:rt·as:~:...:~ .... re 3 4 .so 44 48 48 45 45 

l'ac:o"f & irarsool'! TT 0 :5 5 183 206 193 1s ~ 19 t 

Estate 51.;pport .:2 53 58 62 62 55 47 

Heaa ol''ce JO 34 35 36 36 36 36 

.iJ 3 52 9 61 8 701 680 674 64 7 

- - -
Sleady state production volumes and urnl costs ie. lhe forecast position in 1997. are shown in lhe 
rable below. These cos1s are based on !he Booker Tate forecasts_ 

Production Operating COSIS 

-OCAl Tons US $(Ton 

Slletdon 

Albion 

Biairmonr 

Demer at a 

L81 

L:it"rugr 

Tor al 

31 

114 

33 

178 

44 

.11. 
65 

243 -

316 

251 

332 

2n 

324 

433 

359 

301 -
The table shows 1ha1 sugar produc11on in Berbice is cheaper lhan Oemerara wilh an overall average 
cOSI of US $277 compared 10 US $301 per Ion_ The reason for this is the expanded facrory at Albion 

which would produce at only US $251/lon_ 

The EC. US and Oomeslic markers require 225.000 tons of sugar which will be sarislied by the 
produclion of lowest cos1 produc~rs Albion. Skeldon. Blairmont and LBI. These estates are all 
expecred to produce sugar ar costs well below lhe expected sales prices and therefore, on a 
financial basis. Booker Tate 1s 1uslilied 1n planning to mainrain operations at these estates. 

In the case of UiMugt the situation is less obvious. The Caricom market which, if it is formalised, is 

expected to provide a quota or 16.000 rons would be sarisfied by lhe UiMugt production of 21,000 
tons. However. the average cost of production for UiMugt is expected lo be less than the likely 
selling price (cost of production of US $401/ton or US$433t'lon for refined sugar which would 
compare with expecred selling prices of US $347/lon r<m and US $416/lon refined. sugar from lhe 
Caricom marker) On purely financial crireria ii would therefore seem difficult to justify maintaining 

operalions ar rh1s esrare. However. rhe esrare has rhe only sugar refinery in Guyana and it will be 
essential to ma1n1ain a refinery to meer local demand for refined sugar. We understand lhat the 

costs as!'l~iared wirh moving rhe relining operalions ro another estate or mainraining only the relining 
opera!ions would be prohibilive but we have not seen any derailed costings 10 support !his. 
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I SECTION 5: ANALYSIS OF FORECASTS (continued) 

I 5.5 CAPITAL EXPENDITURE PLANS 

I The capital expenditure plans proposed by Booker Tate are shown below: 

T9S1 !992 1993 1994 1995 1996 1997 

I uSSm L;S$:n CS$m US$m ~ US$m ~ 

Agriculture 8S i44 128 73 70 62 53 

I 
infrastructure 28 79 84 76 35 33 1 7 

Factory & Transport .....ll ~ 275 ...M 272 .......!..!! _.il 
15 1 34 4 48 7 438 377 18 3 12 7 

I Contingency S"e ~ '1 __£..! ~ ~ ~ ~ 
TS9 :;6 t Sit 460 396 192 ~3 3 .. - -

I 
Agriculture 

I Guysuco agricultural equipment is. in most cases. very old. 26 out of 48 draglines/excavators are 

/ pre 1969. as are 21 of 71 irrigators. In tOlal 60% of the equipment has exceeded its normal 

I economic life. 

' II vital agricultural operations are to be performed. the agricultural machinery requires significant 

I capital investment in the short term both in replacement parts and new equipment. The result al this 

wlll be the achievement ol replant operations and overall enhanced efficiency. leading to improved 

~ w 

I 
yields. .. ~ 

~ The Booker Tate forecast capital expenditure is as lollows: 

~ \ I 
Agricultural equ1pmen1 1991 1992 1993 1994 1995 1996 1997 

I 
~ US$m US$m ~ US$m US$m ~ 

Crawletsibulldozers 1 9 47 t 9 02 0 1 

Tractors 37 1 7 27 1 9 20 1 6 1 4 

I lr11ga101S/exca~a1ors 11 31 22 04 02 

Implements 1 1 1 7 27 21 20 20 1 3 

Support eQu1pmen1 08 08 11 05 04 03 

I 
Lorries 07 1 8 20 1 5 1 s 1 7 1 s 
Other 06 OS 01 07 OS 08 

8S 14 4 128 73 70 62 S3 

I - - - - - - -
Booker Tate have identified an immediate requirement for 144 tractors in 1991 followed by a further 

N I 50 in each of !he 4 successive years. In 1992 !heir plan requires the purchase ol 20 bulldozers 

followed by anOlher 12 in 1993. 60 excavator/draglines are ro be purchased from 1991-1993. 

I 1j: 
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SECTION 5: ANALYSIS OF FORECASTS (continued) 

The rehab1lllahon and re1m:estmenr noted above is expected 10 increase cane yields lo 31. 7 tons per 
acre. al steady state 1n 1998. an increase of 88% over 1990. Serre of these improvements. as 

noted abo.,;e_ have already been 1rnplemen1ed and a degree or the cane yield increase has been 

achieved in 1991. The 1991 average yield is approximately 23.4 tons per acre but projections fOl 

1992-1994 prepared by Guysuco management show an increase to 28.63 by 1994. These fcrecasrs 

are based on improvements 1n agricultural operating procedures and limited capital investment 

Factory 

The rehabilitation and rationalisation of the factories has been planned to reach a steady level of 

production of 243.000 rans by 1998 

The strategy proposed by Booker Tare requires production lo be increased as quickly as possible 

towards 1he 243.000 tons target To do !his all 8 factories will initially be retained to achieve 

approximately 225.000 rans by 1995. Al this stage a review of markets wiU be required to determine 

whether lhe 16.000 Ion provisional Caricom market is available. II not, prodUClion would remain ar 

225.000 tons rather than conlinue expanding 10 243.000 tons. The Booker Tare plan involves the 

reliremenr of 3 facrories. lhe rehabilitation of 3 and !he expansion of 2 factories. 

The rationale lor factory closure is 10 keep operaring costs to a minimum. The remaining factories 

after ra1ionalisa11on will be !he least cost producers needed to satisfy the identified demand. 

The condition of most factory equipment is considereo lo be poor. Capital expenditure requirements 

have been priorillsed belWeen slabilisalion. rehabilitation and expansion. The phasing of expend!ture 

has been dic!aled by lhe requirement 10 supply factory equipment 10 cope with the available cane 

produced from the agricultural development programme. 

The limetable for capital expendilure on factories is as follows: 

Skeldon 

Albion 

Rose Hall 

Blairmont 

Enmore 

LBI 

Wales 

U1Mu\jl 

Cent.al Services 

1991 

~ 

1 8 

1 0 

1 0 

-
38 

1992 

US$m 

T 3 

28 

1 2 

09 

09 

21 

06 

1 7 

~ 

121 

1993 

US$m 

27 

58 

1 2 

47 

09 

86 

08 

28 

-
27 5 

1994 

US$m 

1 9 

11 3 

04 

11 

81 

61 

-
289 

46 

1995 

US$m 

41 

179 

01 

26 

26 

-
27 2 

-

1996 

~ 

24 

36 

08 

11 

09 

-
88 

-

1997 

!:!§!!!! 

l 0 

1 7 

1 0 

1 l 

09 

..; 

57 
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SECTION 5: ANALYSIS OF FORECASTS (contiitued) 

This limelable has been designed to maximise production in early years using all available factories 

wilh expendilure to merely maintain the future closures. 

The Booker Tale plan tor factory closure. rehabililalion and expansion is outlined below: 

a) Factories due to close 

Rose Hall 

The Rose Hall tac1ory is planned by Booker Tate 10 close in 1997 however. much of the eslate will 

continue to be farmed and approximalely 60% of the previous volumes of cane will be transferred to 

Albion. 

Prior 10 closure Rose Hall. like Enmore and Wales will be important to the recovery plan in expanding 

production levels From thP. 20.120 Ions produced ir. 1990. produclion will be increased to 40,000 

tons in 1996. The factory will only be required lo produce 17,000 tons in 1997 prior to closure. 

Capilal expendilure at Rose Hall is limiled to stabilisation. There will be li!tle refurbishment and no 

new investment. Capital expenditure has been estimated by Booker Tate to be US$2.5 million. 

Enmore 

Enmore factory is planned tor closure al the end of 1995 At present it only operates at one third 

capacity and its production would be increased in the short term from 8, 130 tons in 1990 to 22.000 

tons in 1994 without incurring very much capital expenditure. However. at the end of that time the 

factory equipment would be of limited use. 

Wales 

Booker Tate have planned for closure at Wales at the end of 1996 at which time the estate would 

also be abandoned since cane cannot be transferred to another estate. Expenditure is estimated at 

US $1.6m to stabilise the plant and permit up to 16,000 tons of sugar to be produced prior to 

closure. 

b) Factories to be rehabilitated 

Skeldon 

Skeldon would be rehabilitated under the Booker Tate plan and its capacity expanded. Factory 

production would correspondingly increase from 15,095 tons in 1990 to a steady state of 31,000 tons 

from 1998. 

Rehabilitation would include expenditure on new power generation equipment, and additional 

upgrading on control equir J' ;rystalliser and centrifuging stations. Estimated cost is US $11.9 

million 
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SECTION 5: ANALYSIS OF FORECASTS (continued) 

Blairmont 

As with Skeldon this factory 1s due for a rehabilitation and marginal expansion. Estimated cost is US 
$73 million. 

U1tvlugt 

Uitvlugt is the only factory in Guyana equipped to refine white sugar. The facility needs 

refurbishment and may need e;..;ianding. In other areas capital expenditure is needed on new 
alternators, a juice heater. cane knife drr1ers. process and Olher controls and centrifugals. Estimated 
cost is US $135 million. 

c) Factories to be expanded 

Albion 

This is the largest and most modern of Guysuco factories with a design capacity of 152 te/h. It is 

also the lowest cost producer of sugar. The Booker Tate investment plan envisages expansivn of 

the factory to cope with cane from Rose Hall estate alter the closure of Rose Hall factory. Total 

production wlll increase form 32.715 tons in 1990 to 114,000 tons in 1998. 

This expansion will require considerable ad<1itions 10 all process equipment ~rations, the addition of a 

fifth mill and ge'" "ral upgrading of other mills. Other expenditure includes new punt unloading 

equipment and cidditional cane preparation equipment. Total costs of expansion are forecast to be 
at US $40.6 million. 

LBI 

LBI is to be expanded under the Booker Tate plan from 105 IC/h 10 145 te/h over two years. 1995 

and 1996. During the period of expansion over 50% of LSI cane will be senl to Enmore for 

processing. Overall. these mod11ica11ons will allow an increase to a steady slate of 44,000 tons from 
1996. 

The main area of expenditure will be the installation of lhree new mills equipped with latest designs 

of pressure feed rollers and chutes Total cost of lhe new mills and other refurbishmenr is budgeted 
al US $21.5 million. 

Timing and levels of capital expenditure 

The forecasrs prepared by 800ker Tate appear lo assume Iha! very high levels of capital expendilure 

are required on the faclories in lhe near fulure. Most of lhe expendilure planned for the next few 

years is direcled at expanding some of !he taclories. Whilst this may increase the produclivity in the 

long run !here may be some scope for delaying and reducing the lev~is of some of lhe expenditure 
wi1hou1 impairing performance. 
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• ' - I SECTION 5: ANALYSIS OF FORECASTS (continued) 

I We understand from the World Bank that their engineering acv1sors believe that the factory costs 

could be reduced by at least 1 O - 15%. They also believe !11.:=st some of the expenditure could be 

I delayed. although they have not yet said how much could be delayed or for how long. Given that 

the World Bank·s objectives will be f!rst to ensure that the business is likely to be successful. then 

I 
these revised estimates may still represent a prudent view of the capital requirements. 

On the basis of these views we have restricted the levels of expenditure in the forecasts used for the 

I 
valuation to 80% of the Booker Tate forecasts. 

With regard to the expenditure on agriculture and infrastructure. although it is clear that some 

I 
expenditure is required on these areas we again have some concerns about whether all the 

expenditure is necessary and whether it all needs to be incurred in the short ter.-."":. Delays in the 

expenditure will have a significant effect on the valuation provided they do not cause significant 

I reduction in the levels of production. Again our views are supported by the views of the Worlrl 

Bank's experts who currently believe that the levels of expenditure can be reduced by about 

US$8-10 million or a 20% reduction. On the basis of this we have again assumed that the 

I expenditure in the forecast used for the valuation should be 80% of the Booker Tate forecast 

In addition to the reductions in the detailed expenditure plans. we have ignored the extra contingency 
, 

I that Booker Tate have. included in their forecast II these expenditures are to be incurred they are 

unlikely 10 be incurred until towards the end of the major expenditure programme rather than 

\ 

I 
throughout the period as planned by Booker Tate. 

The revised capital expenditure plan is shown below: 

f I ~~ 
1991 1992 1993 1994 1995 1996 1997 ~ 

\~ US$m US$m US$m US$m us.,,.,, US$m US$m ~ 

~ 

I Agriculture 68 11 5 103 58 56 50 42 

~ 
lnfr astruc!ure 22 63 67 6.1 28 26 1 4 

Factory & Transport ll 21 !l.Q ill il§ LQ ...i..§ 

I 12 1 27 6 390 350 302 146 102 - - - - - - -
I 5.6 OTHER CASH FLOWS 

I 
Foreign exchange 

Booker Tale prepared their cashllow forecasts using an exchange rate of US$1.88 : UK£1. As noted 

I 
above we consider a more appropriate rate 10 be US$1. 70 : UK£1. Where operating costs and 

capital expenditure are incurred in UK £ Booker Tate will therefore have overstated these sums, due 

10 the use of the higher exchange rate. 

I We have assumed that up to US$20 million of operating and capital expenditure would be paid in tt sterling and have therefore made an adjustment to reduce cash flows by the difference ootween the 

I exchange rates used by Booker Tate and this valuation. This adjustment amounts to US$1.1 million 1l •\ 

per annum. ·"' 
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SECTION 5: ANALYSIS OF FORECASTS (continued) 

Working capital 

The working capital cash flows represent the likely addilional requirements in stock and increases in 

debtor levels during the period under review. These increases will be due to the significant 

production expansion from 1990 levels. Booker Tate have assumed that sugar stocks would 

represent 15 days production and sugar sales would be paid 21 days after leaving the Demerara 

Sugar Terminal. 

The working capital requirements used in the valuation are set out below: 

1991 1992 1993 1994 1995 1996 1997 
usm U$m U$m U$m U$m us"! USm 

Stocks 

Sugar 02 05 04 02 01 03 
Operating materials - 40 - - - -- - -

02 .; 5 04 02 01 03 
Deer ors 05 07 04 02 03 05 

2.r ~ 08 ~ 04 08 -- - - -
The increased activity level and general upgrading of facilities necessitates higher levels of operating 

materials. 

Loan movements 

The anticipated loan movements used 1n the valualion cashllows are set out below: 

1991 '992 1993 1994 1995 1996 1997 
U$m c;$m U$m USm U$m U$m U$m 

IDB loan 50 70 

World Bank TS 0 16 0 160 (50) (5.0) 

50 25 0 16 0 160 ~ ~ - - - -
The cutstanding US$12 million facility with the Inter American Development Bank under loan IDB839 

is expected to be drawn down 1n 1991 and 1992. We have assumed that World Bank loan financing 

for the rehabilitation of Guysuco would be drawn down over three years commencing 1992. 

Repayment of this sum has been assumed to be over ten years commencing 1996. 

Interest 

Guysuco presenlly has a number of IDB loans organised through the Government of Guyana. The 

terms of these loans are very favourable both for repayment schedule and interest rates. However 

IDB loan 839 1s a very recent lac1hty and as yer the company has received no Government 

conlirmallon on the loan terms that will b:- :-'~ssed on . 
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SECTION 5: ANALYSIS OF FORECASTS (continued) 

If future loans to Guysuco are lo be lent on via the Government then the terms passed on to the 

company will have a direct impact on future cashflows and consequently value. 

We have assumed that any World Bank financing made available for investment in Guysuco would 

be at the favourable interest rate of 5% per annum. 

Tax 

The Booker Tate forecasts concentrate on the pre tax position. In order to carry out any valuation 

the cash flows available to investors must be determined and consequently taxation is an !mportant 
factor. 

We understand that from 1 January 1991 the income and corporation taxes in Guyana will be 
consolidated at a rate of 35% 

We have assumed that capital allowances will be the same as currently allowed for the sugar 

industry. For the purposes of preparing the forecast we have assumed: 

• 

• 

Agricultural equipment would attract allowances of 20% per year. 

Infrastructure expenditure would altract first year ailowances of 20% and writing down 

allowances of 8% per year. 

Factory expenditure would a1trac1 first year allowances of 10% and writing down allowances of 
15% per year. 

These are based on the rates !or the sugar industry as set out in Guyana's Income Tax (Depreciation 

Rates) Regulat'.ons and our assessmenr of the likely proportions of expenditure on each category of 

asset. On the basis of the h1s1orica1 cap11a1 allowances claims that the company has made their 

rates would appear high. In 1990 !he average initial allowances were approximately 10% of the total 

expenditures and the annual allowances were less than 10% of the tax wrinen down values of the 
asse!s. 

5.7 OTHER ASSUMPTIONS CRITICAL TO THE CASHFLOWS 

Availability of labour 

As noted previously Guysuco has suffered in recent years from shortages of labour. This represents 

a critical constraint on the efficient operation of the business. particularly in the Demerara region 

where estates suffer most due to the nearness of Georgetown and competing employment. With an 

inadequate supply of cane cutters the company was in the past forced to abandon cane land and 

standards of field husbandry declrned. For the rehabilitalion of the sugar industry in Guyana it is 

recognised that the future supply of labour must be safeguarded. To !his end Booker Tale have 

included in their forecasts pay increases amoun!ing to 400% in real terms over the forecast period. 

Such a measure is expected to ensure an adequate supply of cane cutters and ocher staff. 
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SECTION 5: ANALYSIS OF FORECASTS (continued) 

Weather/Water availability 

All forecasts tor the sugar induslry are 10 a large degree reliant on predictable weather patterns. The 

Booker Tate plan assumes good growing conditions and no repeals of lhe adverse and unseasonal 
weather experienced in 1989 and 1990. 

Management have indicated lhal the Berbice region could. in the future, suffer from a water shortage 

if work is not carried out lo improve lhe waler supplies. The major source of waler for the area is 

from the Ca'11e Creek which in turn is supplied from the Torani Canal. The Torani Canal is unlikely lo 

be able lo supply the needs of both the sugar estates and considerable areas of irrigated rice 

schemes. Large scale expansion of agriculture in Berbice cannot be undertaken unless storage 

facilities are provided on lhe Canje or a pumping station constructed at the head of the T orani Canal. 

Booker Tate have assumed such work. if necessary. would be paid tor by the Government. In the 

event that the Government choose lo charge the beneficiaries directly for this work. this will reduce 

the value of Guysuco·s business. 
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GUYS UCO 

VALUATION REPORT· 31 DECEMBER 1991 

SECTION 6: VALUATION 

6.1 INTRODUCTION 

There are a number of valuarion merhods used to value an enrerprise. These can be grouped into 

two caregories: a business valuation approach or an asser valuation approach. 

The obfeer of the business valuation approach is to value the enterprise on Che basis of Che rerurns 

or profits rhat its business can generare or has generared. There are several techniques that can be 

used to value a business and the most generally accepted and frequently appiied of these are the: 

Discounted cash flow 

• Assessment of the debt the business could service 

• Comparison with similar businesses quoted on stock markets 

These techniques are described in more detail below. 

An asset valuation approach seeks to value the enterprise by valuing its underlying assets. There 

are two principal types of asset valuation - the liquidation value and the ner replacement cost basis. 

The liquidation value considers what the likely proceeds would be if the business was discontinued 

and the assels sold off individually. The net repl:lcement cost valuation seeks to assess the cost of 

replacing the assets of the enterprise. basing the cost calculations on the current cost of new assers 

depreciated to the same extent or the existing assets of the business. 

In rhe case of Guysuco it is likely that both asset valualions would result in very similar values since 

!he major tangible asset of the business is the land. The majority of the plant and equipment is so 

old that the second hand value and the depreciated replacement cost would be negligible in both 

cases. 

The benefit of any asset valuation of Guysuco is likely lo the limited since alternative uses for the 

majority of the land would be difficult to find. Accordingly, we believe that the Government's decision 

not to have an asset valuation carried out is appropriate. 

6.2 BUSINESS VALUATIONS 

The different types of business valua!ion can be split between those that are based on the historical 

performance of !he business and !hose Iha! are based on its expected future performance. 
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SECTION 6: VALUATION (continued) 

In mosr circumsrances l!'le more appropriare 11aluat100s are blSed on !he expecled fUlure 

performa'lce since 11 1s the return from 1:.a1 performance that \,ill generare !he value for lhe inveslor. 

The importance ot such valuations increases significantly in circt..:TISlances such as privatisalions 

where the historical performance has arisen in a completely dilferenl ~ronmenr 10 lhe environmenl 

1n v;t11ch the privatised business will operate. Accordingtv our valuatior 1 focuses on lhese types of 

valua11ons. 

6.3 FAIR MARKET BUSINESS VALUATION 

The object of the valualion is 10 lry 10 provide an eslimate of the fair market value of Guysuco·s 

business. The lair market value being defined as lhe amounl a willing buyer would pay a willing 

seller for lhe business where neilher parry 1s under any compulsion to buy or sell. 

In lhe ciicumsrances where lhe valuation 1s lo be based on lhe expected future performance of lhe 

business. 11 1s mosl appropriale 10 base the valuation on lhe expecled performance of lhe business 

without taking account of lhe improved performance which a new inveslor may be able to obtain 

from the business. The reason for !his is that any increased performance and therefore value. as a 

result of lhe addilional investment which may arise from the acquisition (whether financial. 

management. new business techniques etc) should accrue to the person making the investment 

Using lorecasls based on lhe investment going ahead !s likely to over -value rhe business for the 

purposes of a fair marker valualion. 

In this case we have been asked. initially. to consider the value of the business on the basis that the 

investment goes ahead. Accordingly. the results of our valuation. based on these forecasts, should 

be considered as an es11ma1e of the likely maximum amount Iha! the investors would pay. 

In any transaction lhe actual price at which lhe transaction occurs may be different, in some cases it 

may be s1gnifican1ly different. from any fair market valuation. Such differences may arise for many 

reasons - lhe seller may be under some compulsion 10 sell, lhe business being sold mc:y offer the 

purchaser some strategic or other advantage that would not be available to other purchasers etc. In 

addition. and perhap3 most importantly. the eventual price ar which any transaction is carried out will 

be most influenced by the negotiating skills of toe parties 10 the 1ransac1ions. 

6.4 DISCOUNTED CASHFLOW VALUATION 

Determining Iha cashflows 

The discounted cashflow approach is based on the assumption lhal the amount a buyer is willing to 
pay tor a business is determined by the amounl of cash (or cash equivalent) that the buyer will 

receive in the future as a result of his investmenl. At its simplest, the cash which an investor will 

receive will be the amount of the future dividends that a company will pay. However. particularly in 

the case of a private company. the dividend policy of the company may be determined by many 

factors. Therefore an alternative approach of identifying and valutng the amount of cash that could 
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SECTION 6: VALUATION (continued) 

be distributed to investors \the tree cashflows) IS adopted. ThtS approach involves projec[ing future 

fr~ cashllows of Che business over a number of years and applying an appropriate discoun: factor 

to reflect the 1tme value of money \an analysis of the factors affecting the selection cl Che discount 
factor 1s outhned below) 

The forecast cashflows Chae we have used for Che purpose ol our valuation have been described in 

the p<evious section of lhtS report The free cashflows available co an investor have been assumed 

to be all of the nee cashflows that would be generated after adjustment for capiral and inrerest 

payments on loans from bankers. capital expenditure and movements in working capital. 

The cashflows we have used include forecasts for 1991 and our valuation incorporates the value of 

those cashflows. Therefore. technically. our valuation is an estimate of the value of the business as 

at 31 January 1991. However. from discussions we have had with the Booker Tate personnel it 

would seem that the forecasls are inrended to reflect the likely performance of the business from the 

time Chae the transaction rs carried oul On this assumption then 11 is reasonable to treat the 

valuation as being a current valuation 

Discount rate 

The discount rate determines the way rn which the projected cashflows are given a :::apical value. It 

is chosen according to the race of rerurn lhal investors would expect from an inveslmcnt in similar 

businesses. Tne higher !he required rare of rerurn. the higher the discount rate and the lower the 

capitalised value ascribed to the pro1ected cashflows. 

As a minimum !he rate of reiurn required by an inveslor lakes inlo account the following factors: 

• An amount to cover the elfecis of inflation - an investor will wish to ensure that the purchasing 

power of his investment is nor rmparred and will therefore want to receive a rate of return 

which compensates hrm for !hrs For the purposes of our valuation the race of return we have 

used does nor include any amount to compensate for the effects of inflation since the 

forecasts also exclude any ad1us1men1 for inflation. 

• An amount to cover the opporrunrry cost of nor receiving funds until sometime later - an 

investor will require some compensation for allowing his funds to be tied up for a period of 
time. 

• An amount to cover the investment risks - the investment risk can be caregorised into three 

constituent parts being 1nves1men1 risk rn equities, investment risk in the sugar indusrry and 

invesrment risk in rnvestrng 1n Guyana There is less certainly that dividends will be paid on 

equity 1nvesrmenrs rhan !here is of rnrerest being paid on loans. Therefore invesrors would 

expecr a premium from equity investments over and above the rate of return !hat would be 
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SECTION 6: VALUATION (continued) 

obtained from loans The risks assoc1aied with the sugar industry are likely to be different to 

those for an ·average· investment and. on the basis of our assessment. they are likely to be 

slightly less. The risks associated with investing in Guyana compared to the risks involved in 

1n-...est1ng 1n the Western Europe or the USA are likely to be considerably higher. A more 

detailed discussion of the factors we have taken into account is set out in Appendix 4. 

Many companies interested 1n making acqu1sit1ons have established minimum corporate rares of 

return below which they will not underiake an investment. Each company's required minimum rate of 

return is likely to differ because of the different investmen! opportunities available to them. The 

purchaser's assessment of !he risks associated with the company he is acquiring will be unique to 

him as wdl his plans for the business. Accordingly. the likely rate of return that each investor will 

determine as their required rate of return for a particular business is likely to be different 

In the absence of any detailed knowledge of the potential investors' required rate of return from 

Guysuco. we have estimated the discount rate using information on the rates of return investors in 

quoted sugar companies are obtaining and the rates of return that purchasers of other sugar 

companies in the Caribbean have required 

To estimate the rate of return based on the rates investors in other similar business are obtaining we 
have used an assessment of the weighted average cost of capital (WACC) of those companies. The 

WACC is based on an assessment of the cost of both the equity capital of the business and its loan 

capital. The costs are computed as a rate of return based on the level of dividends or incerest paid 

as a proportion of the market value of the capital. Clearly such calculations are liable to be distorted 

by many factors and in par!tcular since they are based on historical information for che amou!lts of 

dividends or interest paid. they may not rellect the current requirements of investors. To minimise 

the effects of distortions arising in individuals companies. we have carried out !he calculations for a 

number of different companies and then used the average of these 10 determine an appropriate rate 

to apply to value Guysuco. In addition to determining Che average WACC for comparable 

companies. ii has also been necessary to adjusc the derived WACC to take account of Che different 

risks associaled with investing 1n Guyana compared to investing in Che countries in which !he 

comparable companies are based or have the majority of their operations. 

For the purposes of this calculation we have identified !he following public companies that are 

involved in the sugar industry· 

Company 

Bookers 

Tare & Lyle 

Suedzucker 

Savannah Foods 

Country 

UK 
UK 
Germany 

USA 

The basis of the calculalion of the WACC and !he results for these companies is set out in 

Appendix 3. 
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SECTION 6: VALUATION lCOntinued) 

The problem we have round when trying to 1den11fy comparable companies is that we have been 

unable to hnd any quoted companies !nvoived only in similar businesses to Guysuco. Most 

companies are more divers1f1ed and their sugar business concentrates on the refining and 

distribution of refined sugar. Accordingly. the rates of return derived from these calculations may be 

less reliable than it we had been able to find more comparable companies. 

In summar1 the calculation shows that the average WACC. net of inflation. for the companies above 

is 10%. We have assumed that investors investing in Guysuco would want a ra!P of return of this 

amount plus an amount to cover the additional risks of imesting in Guyana of between 10% and 

20% giving a total required rate of return of between 20% and 30%. 

Turning to the rates of return that investors in similar businesses in the Caribbean have required. we 
have been involved in advising parties to a number of privately negotiated transactions over the last 

few years and have therefore developed a good understanding of the rates of return that investors 

have been looio.ing for. On the basis of those transactions our view is that investors in that type of 

business in the Caribbean NOuld expect to earn a real rate of return of between 20% and 30%. 

Given the current political uncertainties in Guyana at this time. with an election due in the very near 

future. the importance of Guysuco to the whole economy of Guyana and as a source of revenue tor 

Government. and the very significant effects that changes in some of the current tax and levy 

regulations can have on the profitability of Guysuco. we expect that an investor in Guysuco would 

expect to earn a rate of return at the higher end of this range. 

The information we have been able to obtain on transactions in the sugar industry which have been 

made public either deals with businesses which are not directly comparable with Guysuco's or there 

is insufficient information available to enable the rates of returns required to be properly calculated. 

The nature of the determination of an appropriate discount rate to use is inevitably subjective and it 

is therefore appropriate to consider a range of rates of return in any valuation. Given the numbers of 

very significant and subjective issues which are likely to affect an investors assessment of the risks 

involved we believe that it is necessary to consider a wide range of possible rates of return for a 

valuation of Guysuco at this time. On the basis for !he foregoing paragraphs we have concluded 

that an investor is likely to require a rate of return of between 20% and 30%. Furthermore. we 

believe that an investor will only be willing to accept a rate of return at the lower end of this range it 

he can be provided with some strong assurances that the business will be free from undue political 

interference in lhe short and medium term. 

Results of the discounted cashflows valuation 

Using the revised cash flow as described in Sec1ion 5 of !his reporl and applying the discounr rares 

described above we have delermined that the likely value of the business is in the range of US$ 36 

million to US$ 50 million. As explained earlier. the cashllows described in Section 5 represent the 

expected cashllows !hat the business will generate if the transactions goes ahead and there is 

adequate investment in the business. As such. the valuation should represent a high value for the 

business. 
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SECTION 6: VALUATION (continued) 

6.5 SENSITIVITY ANALYSIS OF THE DISCOUNTED CASHFLOW VALUATION 

Introduction 

As mentioned above. there are a number of assumptions underpinning the forecast cashllows which 

are very important to the calculation of the value of the business of Guysuco. In this section we have 

sought to assess the likely effect on the valuattons that changes in these assumptions would have. 

In order to keep the number of variables to a reasonable level. this section has considered 

separately the effect of changing each assumption. In addition. the assessment of the effects has 

been restricted to considering the impact on one base case scenario - the forecast using a 30% 
discount rate. On me basis of subsequent comments we have also considered a scenario that the 

privatised enterprise could be given a tax and currency retenlion holiday for live or ten years in order 

to increase the sale price of the business. 

The key assumptions 

As described in Section 5. the major assumptions which underpin the forecast are: 

the pnce of sugar. in particular the EC quota price 

the slerling US dollar exchange rale 

the elfeclive rate of lhe sugar levy 

the level and timing of capital expenditure 

the effective rares of taxation and capital allowances 

the level of deb! finance c.vailable 

the availabilily of hard currency 

The elfecls of !he changes in each of lhese assumptions on !he valuation are considered below. 

The price of sugar 

The most important issue affectir1 the price Guysuco will obtain for its sugar is the mainienance of 

Guysuco's EC sugar quota and the company's right to supply all of the quota. A loss of the quora 

or part of the quota would result in !he price o':>tained for the sugar declining from the EC price to 

the world price in most years. The decline would be less in the earlier years when it would be 
possible to sell some of the sugar 10 the US or Caricom markets at rates likely to be higher than the 

world market price. 

In 1he even! that 1he decline in the EC quota was of a significant amount (say more than 25,000 tons) 

then the long 1erm approach that would probably be adopted would be to close one or more of the 
estales. On lhe basis of the expected world prices many of lhe estates would not be viable and it 

would be commercially prudent 10 close them if the EC quota declined. The expected operating 

costs of the various es1ates in order of cost per ton and the expected long term levels of production 

(based on 1997 forecasts) are as follows: 
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SECTION 6: VALUATION (continued) 

&;:ec:eo 
;:eady s:a:e A•erage 

C1..tput cost per ton 

Esra:e I eris :JQO US$ 

Ao.en '.14 251 

5ke1oon 31 316 

LBI 44 324 

Bla.rmont 33 332 

url\.lugt 21 401 

243 

Source Booker Tate ln•estmer.t Plan Stage II Report 

In !he event !hat !he EC quola declined by say 30.000 tons from 1992 onwards then the most likely 

strategy for Guysuco to adopl would be to close its estate with !he highest cost of production 

namely Uitvlugt. The closure of !he eslale would probably not happen immediately but would occur 

after a number of years. say lhree. On !he basis of these assumptions the likely impact on the value 

of !he business would be to cause it to decrease from US$ 36 million to US$ 34 million. 

Pernaps of more relevance is !he possibility of a decline in !he price offered by the EC rather than 

!he size of the quola. Unless !he deciine in price was very substantial lhe likely strategy is thal 

Guysi;co would continue to produce the same quantities of sugar but would just suffer from reduced 

income. The base model assumes a price fall of 2.5% per annum from 1992-1995. A 5% decline 

per annum in rhe EC quota price in the same period would result in a decrease in the value of the 

business from US$ 36 million to US$ 26 million ie a 30% decline in value. 

A constant price throughout the period rather than a 2.5% decline would increase the value of the 

business to US$45 million. 

An increase of 5% per year over lhe same period in the EC price. allhough lhe prospec.I for any 
upward movement is unrealislic parlicularly wilh lhe growing pressure from East European farmers to 

be allowed to sell sugar to the EC, would result in an increase in the value of the business from 

US$36 million 10 US$65 million. The effect of changes in the EC price would seem to increase or 

decrease the value of the business by about US$10-15 million for every 2.5% change in the price. 

The sterling/US dollar exchange rate 

The original forecasls prepared by Booker Tale assumed a £:US$ exchange rate of 1:1.88. This rare 

was adjusted to 1 : 1. 7 in 1he forecast used for lhe valualion. On the basis that the rare declined 

further 10 say 1: 1.6 !hen lhe US$ value of the EC sales would decline since lhese sales are made in 

ste;ling. Agains1 1h1s there would be a decline in lhe costs of the operations, both revenue and 

capital items. which are denom1na1ed in sterling. II is eslimated thal approximately 33% of !he 

Company·s operating expenditure will be denominaled in hard currency. Clearly any capital 

expenditure planned in Sterling would also be subjecl 10 movements in lhe £:US$ exchange rare. 

59 

----

~ ,. 
~ . 

' 

~· 



" . 

/ 

' 

I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

I 
I 
I 
I 
I 
I 
I 

SECTION 6: VALUATION (continued) 

II the above exchange rate moved to 1. 1.6 it would be beneficial in this case. We do not have a 

detailed analysis of th( levels of sterling expenditure planned by Booker Tate but we have assumed 

that such expenditure wdl amount to approximately £12 million per annum. 

The effect of a 6% decline in the exchange rate from 1 : 1. 7 to 1 : 1 6 is estimated to result in a 

decrease in the value of the business from US$ 36 million to US$ 28 million or 22%. 

The effective rate of the sugar levy 

As mentioned in the review of the forecasts, the rate of sugar levy as laid down by law and given the 

current Guyanese dollar value of the sugar sales is approximately 55%. The company has never 

paid this level of levy since in each year to date they have entered into negotiations with the 

Government and then they granted a remittance which has substantially reduced the effective rate of 

levy. In recent years the effective rate of levy has varied between approximately 40% and 10% of 

sales. For the purpose of the base forecast we have assumed that the levy will be retained at an 

effective rate of 20% of sales - Booker Tate had assumed that there would be no levy. 

A reduction in the effective rate of the levy from 20% to 10% would result in an increase in the value 

of the business from US$36 million to US$55 million. Similarly, an increase to 30% would reduce the 

value to 13 US$ million. 

Whilst these figures might suggest that the Government should reduce the level of levy and so 

increase the value of the business. there is obviously a balancing effect on the value of the levy and 

taxation revenues the Government will receive. There are a number of issues which need to be 

considered when determining the approach the Government adopts: 

The first issue is whether the Government wishes to take its proceeds from the business as 

soon as possible or over a peflod of time. if it were to opt for the former strategy it would 

reduce the levy to zero 

The second issue which might affect the Governmenl's strategy is that it may take a different 

view of the risks associated with the levy and tax income streams compared with the 

investors· assessment of the risl<.s of investing in Guysuco. The rate of return the investors are 

likely to require will incorporate a substantial premium for the political risks associated with 

investing in Guyana. Tne discount rate the Government should apply to the levy and tax 

income streams should reflect its own costs of borrowing, which may be significantly different. 

Provided that Governmenrs cost of borrowing is below the investors required rate of return 

then the highest overall value to the Government will come from a high sugar levy. 

The third issue is the impact en the investors perception of risk of different levels of levy. 

Clearly. there must be an upper level ro the amount of levy that could be charged and. on the 

basis of the following table. this would appear to be approxim:itely 25%. In practice the upper 

hm1t may prove to be lower than this since at such a high rate investors rnay consider that the 

risks associated with the investment are much greater and so may look for a higher rate of 

return. reducing the value of the business. 
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SECTION 6: VALUATION (continued) 

In the following table we have set out the likely value of the business and the levy and tax income 

streams on the basis that the Governmenrs cost of capital is say 20o/o and the investor's required 

rate of return 1s 30%. 

:l.~t i:;:resent 3l.s•ness ·.1aiue Le'y income Tax income Total value 

'alue ~Sim ussm USSm US$m 

al 30°'. al2Q'll. at~ 

Sugar le-.y Nil 80 0 66 146 

Sugar levy 5'- 68 26 57 151 

Sugar levy lO'l'o 55 54 47 156 

Sugar !ellY 15'!1. J,7 81 38 166 

Sugar levy 20% 36 108 29 173 

Sugar levy 25% 23 134 18 175 

Sugar levy 30,_ 13 161 11 185 

In real terms. the total revenues that the Government would obtain from selling 100% of this 

company and applying either 0. 10. 15. 20 or 30% rates of levy would be as follows: 

1991 1992 1993 1994 1995 1996 1997 

US$m US$m US$m USSm US Sm US$m USSm 

Levy of 0% 948 13 6 91 66 73 11 0 130 

Lew of 10% 75 4 200 15 3 12.7 13 4 175 196 

Levy of 15,_ 70 2 23 2 TS 4 15 7 16.3 20 7 22 8 

Le11Y of 20% 61 9 26 3 21 5 188 19 4 238 260 

Le11Y of 30% 44 5 32 7 28 6 280 27 8 296 299 

A more detailed analysis by source of income is set out in Appendix II. 
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SECTION 6: VALUATION (continued) 

The effects of the different levels of sugar levy on the value of :he business. levy income and tax 

income at 30% discount rate,:; summarised in the following graph 

GUYS UCO 
Effect of changes in the rate of sugar levy 

170 ----- -
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The level and timing of capital expenditure 

One of the major assumptions in the forecasts prepared by Booker Tate is that there will be a need 

for substantial amounts of capital expenditure on agricultural equipment. on land structure and on 

factory equipment. In addition. the forecasts assume that there will need to be a significant amount 

of expenditure on the expansion of two factories to enable them to deal with increased levels of 

production due to the closure of other factories. 
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SECTION 6: VALUATION (continued) 

On the basis of our review of !he forecasts. we belie·.e that the adjusted forecast levels of capital 

expenditure on agricultural equipment and land structure are probably necessary and it would be 

difficult 10 delay the expenditure for more than one year without having a significant adverse affect on 

the performance of the business. The issue of the expenditure on the factories and. in particular. the 

expansion of two of the factories is less clear. In the past it is apparent that the whole industry, 

including the factories. have been starved of investment and according~/ there is now a need for 

considerable investment to rectify the position. Fu•thermore. as the additional investment in the 

agricultural side ol the business is made the levels of cane production will increase putting greater 

pressure on the factories. It will therefore be necessary for there to be some expenditure on the 

factories. however. in our view it may be possible to reduce and delay some portion of the 

expenditure. We understand from the World Bank that their advisors believe that the factory costs 

could be reduced by at least 10-15%. Furthermore. they believe that some of the expenditure could 

also be deiayed although they have not yet said how much could be delayed or for how long. Given 

that the World Bank's objectives will be first to ensure that the business is likely to be successful and 

then to consider the costs this may still represent a prudent view of the capital requirements. On this 

basis it might be reasonable to argue that much of the cost r.ould be delayed for a number of years. 

We are not experts in the agricultural or engineering aspe:ts of the industry and therefore the 

Government of Guyana may wish to take other advice on this issue. 

Given the comments above we believe that this is an area where ihe sensitivity of - ~ . .lrecast should 

be considered carefully. For the purposes of our sensitivity analysis we have assumed that the level 

of capital expenditure on the factories will be restricted during the period 1992 to 1996 to no more 

than US$ 5 million per annum. This compares with the expenditures inc:>ri:;orated in our base case 

forecast of some US$ 13 million per annum over the same period. The reduction in expenditure 

might seem very aggressive however 11 should be recognised that a delay of say 4 years in the 

expenditure would have a similar effect. Such a delay. or a combination of a shorier delay and a 

smaller reduction which again would have the same effect. would not be unreasonable. 

On the basis of the above changes in assumptions. the value of the business will increase from 

US$ 36 million to US$ 57 million. 

If the full level of expenditure as planned by Booker Tate. including the 5% contingency, were 

included in the forecasts the value would decline to US$13 million. 

Taxation 

In order to determine rhe free cash flows available to any potential investor we have deducted 

taxation from Guysuco·s ner cash flows. The tax charge has been calculated using the currenr 

Guyanese capital allowances regime which seem to average 25% for inrtial allowances for 

if"1rastructure and factory expenditure and annual allowances of 20%. 8% and 10% for agricultural, 

infrastructure and factory expenditure respecrively. We have used 35% as !he corporare tax rare 

.ewe undersrand !his robe the inrended rare from 1 January 1992. 
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SECTION 6: VALUATION (continued) 

Should lhe Governmenr decide 10 retain a 45% corporale lax ra!e !hen !he value of Guysuco would 

decrease from USS36 mllhon lo USS29 m1lhon. The value of Guysuco is more sensitive is changes in 

!he cap11a1 allowances slruclure. If ftrsr year allowances were 100% then lhe value would increase 

from US$28 million 10 US$47 million. a rise of 42%. In lhe even! thal the capital allowances 

increased to 40% ini11ai allowances and 20% annual. the value would increase to US$42 million. 

Changes in tax rare or capital allowances also have an impact on the Governmen1s future tax 

revenues and !heir nel present value. By maintaining taxes al 45% business value declines, as 

shown above. bul future lax income increases. The effect is the same as movements in the sugar 

levy. Changes in lhe rares of capilal allowances have a similar effect 

The availability of finance 

The forecasls used for the valualion have been prepared on lhe basis lhal Guysuco will be able to 

oblain loans of US$50 million al a real 1n1eres1 rare of 5% per annum. The assumption that US$50 

million would be available is based on lhe proposals incorporated in the Booker Tate plan. In !heir 

plan Booker Tale envisage a capilal injeclion of some US$35 million and loans of US$50 million. If 

the loans are 10 be lenl al rares lower lhan lhe equity investor's required return then they increase the 

value of the business. However. the amount of funding required by the business on the base case 

scenario appears to be substantially less lhan US$85 million. On the basis of the base case 

scenario lhe funds required only amount to US$21 million. which, ii the same gearing ratio is to be 

mainlained. would mean US$8 million of equity and US$13 million of debt is required. On this basis 

the val...1e of the equity. including !he US$8 million injeclion would be US$30 million (Appendix 8.11). 

Given Iha! US$8 million would be lefl in lhe company, !he value of the business to the Government 
would decrease to US$22 million. 

On !his basis ii 1s clearly in the Governmenrs interest to encourage the bankers to lend as much as 
possible 10 Guysuco. 

The forecasts also assume Iha! lhe IDB loans will bear interest at 2% per annum. Given US dollar 

inflation rates of approximately 5% !his represenrs a real rate of negative 3%. In the event that this 

loan is to bear interest at commercial ra:es - say 5% real rates - then the value of this business will 

decrease frorn $36 million to $33 million. 

The availability of hard currency 

In the recent pasr the Government has had a policy of allowing Guysuco to only retain a limited 

amount ol the gross hard cur:ency earnings. In addition. the company has been prohibited from 
purchasing hard currency through the Camb10. 

In the forecasts that Booker Tate have prepared they have assumed that the Government will 

continue to ma1nrain such a policy but that the amount of foreign currency retained will not increase 

above the currenr absolute levels ol the retention. 
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SECTION 6: VALUATION (continued) 

For the purpose of valuing the Company we have assumed that to the extent that there are 

cashllows a1:at1able for distribution that they will be available in hard currency. This will mean that 

either Guysuco will have to have access 10 the Cambia to convert the cashllows into hard currency 

or that the Government will have to allow the company to retain whatever hard currency it will need. 

If the company does not have access to such hard currency then the value of the cashllows. 

denominated 1n Guyanese dollars. is likely to be very small. On the basis of the forecasts that 

Booker Tate have prepared. the free cashtlows that would be available in hard currency would be 

negligible and therefore the value at the business would also be negligible. 

T21 and currency retention holiday 

Amongst the many issues and options being considered for the sale of Guysuco's business, one 

scenario suggested by SG Warburg is to sell the business and to give the purchasers a tax and 

currency retention "holiday· 1n respect of the operations of the business. Such a holiday would be for 

a period of live or ten years 

On the basis of the schedules shown in Appendices 7.12 and 7.13. it is clear that the value of the 

business would increase significantly 11 no taxation is to be paid on the prolits at the business. 

However. there are two important factors which may oltset much of this increase. 

i) If the investors are foreign investors then they will only value profits or revenues which can be 

repatriated to their home country On repatriation those profits are likely to be 3ubject to a tax 

charge 1n the country ol the investor. In most instances double taxation arrangements will 

ensure that the total tax charge is not higher than the higher of the two countries' tax rates. 

Therel'Jre. the result of of!enng a tax holiday in Guyana may be that the investor suffers more 

tax in their home country en the repatriated profits. The net profits on which their assessment 

of value will be based will therefore not be significantly dilterenr. 

ii) Because the country will be grv1ng up such a large amount of direct income there may be 

considerable pressure on ru1ure governments to reverse any agreement. Accordingly, the 

investors assessment of poht1cal risk will increase. 

Whilst offering tax holidays may increase the value of the business. we do believe that the increase in 

value is unlikely to be as great as the value ol the concessions given. 

Summary 

On the basis ol the above it 1s clear 1hat the valua!lon is very sensitive to many factors. The analyses 

above help to grve some 1nd1cat1on ot !he likely effects of changes in individual assumptions. In some 

cases it may be possible to determine the eltects of changing more than one assumption from this 

analysis but great care should be taken when doing this. If !here are particular scenarios thal !he 

Government wish to consider we w0l1ld be happy to rework our model using those assumplions. 
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SECTION 6: VALUATION (continued) 

6.6 LEVERAGED VALUE APPROACH 

Introduction 

The leveraged value of a company is calculated on the assumption that in order to finance a transfer 

of shares from one shareholder to another. the acquiring sh"'reholder has to borrow against the 

assets and cashllow of the company 10 finance the purchase_ We have therefore sought to calculate 

the amount of debt that the underlying business is capable of sustaining 

Assumptions 

Projected accounts of Guysuco for the year to 31 December 1991 were used as the basis IOI' this 

valuation_ II has then been necessary 10 make a number of assumptions_ These are summarised 

below 

Projected profit before tax for the year to 31 December 1991 of US$15.5 million has been 

assumed to increase in line with the increases in the operations cashf!ows used for the 

discounted cashllow valuation; 

All cashllows generated by Guysuco will be available to service acquisition debt: 

The tax charge has been calculated using a corporation tax rate of 35%; 

Interest rates will remain at constant levels tor the foreseeable future and the financing 

institutions will require a margin of approximately 10-20% over US base rates on the 

acquisition deb:. Interest rates of 18-28% have there!ore been used: 

The financing institutions would require profit before interest and tax ('PBIT") to cover interest 

payable on the acquisition debt by at least a factor of 2 during the first year of acquisition. In 

addition. we consider that !he financing institution would require the debt to be repaid within a 

period of 10 years. 

Maiimum available debt 

In 1991 projected profit before interest and tax for Guysuco is US$15.5 million. Given the 

requirement for a minimum interest cover for 2 times PBIT. the maximum permissible interest charge 

in 1991 would be 7.8 million On the basis of assumed interest rates of 18-28% this indicates that 

debt amounting to between US$28 million and US$43 million could be raised. 
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' - I SECTION 6: VALUATION (continued) 

I 
Cas!lflow cover 

The castiflows for the company reveal that during the period from 1993 to 1996 rhe business would 

I nor be generating any positive cashflows and because of the capital expenditure programme. it 

would in fact absorb cash during that time. During 1992 the cashflows is only positive because of 

the receipt of loan. It is not unril 1997 that the Company forecasts to start making positive ca.<:hflows 

I that could be used to repay any loans and then the cashflows are only modest amounts. 

This would seem to indicate that the Company would not be able l('I take on any significant amounts 

I of debt. However it should be recognised Iha! the cashflows have been prepared on the basis that 

they are all stated at 1991 prices. There will inevitably be some inflation during the 1 O year period 

which should cause those cashflows to increase such that, at 6% p.a. inflarion, the total positive 

I cashflows during this period would amount to US$154 million. Given that most of this income would 

arise towards the end of this period. the amount of debt they would be ab:e to support would be 

I 
between US$30 million ar 28% interest and US$45 million at 18% interest. 

Summary 

I On Che basis of the cashflow cover and the profits cover it would appear that the Company could 

afford to service a debt in the range of some US$30 to US$40 million. 

' I 6.7 CONCLUSION 

' I The results of the valuation techniques we have used may be summarised as follows: 

Valuation range 

* I US$m 
~~ 
\~ 
~ Discounted cashflows 36 to 50 

' I Leverage valuation 30 to 40 

I It is our opinion that the discounted cash flow valuation is probably the most appropriate method of 

valuation. However the leverage valuation also provides a useful guide and some comfort over the 

I 
discounted cash flow valuation. 

As mentioned before, the valuations are highly dependent on a number of assumptions including 

I some where the Government could directly influence the value (sugar levy and taxes). However on 

the basis of our work and the assumptions we have used, we have ascnbed a value in the range of 

US$35 to US$45 million for the business of Guysuco. As we have mentioned above. this value 

I represents our assessment of the value of the sugar business of Guysuco on the basis that it is 

rehabilitated. It does not include the value of any redundant assets or other businesses ol the 

company in particular it does not include any redundant land lrom the Versailles and Leonora estates 

I that the Company may still own. 
~" ;, 
-r . 
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SECTION 6: VALUATION (continued) 

We understand that the company 1s curren!ly negotiating to sell its rice farm and mil! to a number of 

potential investors. The prices being offered for tn1s business are in the region of US$4 million 

although they vary s1gnilicantly. The nee farm comprises of some 1.600 acres of land compared to 

90.000 acres for the sugar industry. On the assumption that the price offered reflected only the 

value of !he land and that the land is a similar quality to that in the sugar business, then it would be 

reasonable to expect the sugar business lo have a value of some US$225 million. The reasons why 

oui assessment of the 'Value of the sugar business is much lower than this are: 

i) The land used for the sugar industry could not. in mos! cases. be used for other purposes -

development or more profitable crops. Therefore. the value is dependent upon the returns 

that can be generated from growing sugar. 

ii) Sugar sales are subject to an export levy which we have assumed will be 20% of the sales 

proceeds. Rice sales will not be subject to this levy . 

iii) We understand Iha! !he rice mill is modern and !he overall levels of capital expenditure 

required for the business are small. In comparison. the levels of capital expenditure required 

in the sugar husiness are quite high. 

On !he basis that the sugar industry pays no sugar levy and spends only a small amount on capital 

items. then the value of the business increases significantly. II !he other assumptions are the same 

as in the base case. !hen the effect of no levy and hmited capital expenditure is to increase the value 

up to about $160 million. Given the different nature of the two businesses and the fact that there are 

a number o! potential investors bidding for the rice farm. a value of $160 compared to $225 does 

not seem unreasonably d1fferen1. 
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GUYS UCO 

VALUATION REPORT - 30 NOVEMBER 1991 

SECTION 7: OTHER ISSUES RELEVANT TO THE SALE 

7.1 NEGOTIATING STRATEGY 

As described in the previous section. the valuation represents an assessment of the "fair marker 

value of Guysuco on the basis that it is rehabilitated. This assumes a willing buyer and seller, neither 

under any compulsion to buy or sell. II also ignores any special considerations relevant to a specific 

buyer or seller and the added value that will have been contributed by the investors. Such a 

situation can only be theoretical; in any transaction there will be special circumstances applying to 

one or both r::Jrt1es which will 1nfiuence the eventual price at which the transaction is carried out. The 

major influence on the final price at which the transaction is carried out is the quality of the 

negotiating strategy and its implementation. II the Government of Guyana is to achieve a good price 

for the sale of Guysuco it is important that such a strategy is developed as soon as possible. We 

assume that the Government's financial advisors are preparing such a strategy but we would be 

willing to assist 1n this work ii required 

In this section we have set our a number of issues that we believe the Government should take into 

account when developing its negotiating strategy. 

7.2 POTENTIAL INVESTORS 

In any negotialions the presence of a number of potential buyers should ensure that the price offered 

for the company fairly reflects its market value. 

At present there appears to be only one consortium involved in the negotiations to purchase 

Guysuco This would seem to place the buyer in a strong posillu11. Depending on the urgency with 

which the Government wishes to sell Guysuco. it might be appropriate to try to encourage interest 

from other potential investors. Even the threat of a serious rival offer may encourage the present 

consortium to increase the level of their offer or at least weaken their resolve not to increase their 

offer. 

The number of possible investors who would have the inte•est, financial resources and management, 

to acquire and operate tre whole of Guysuco is likely to be very limited. However, by selling the 

estates separately or in small groups it might be possible to anract a number of smaller investors 

with the resources to operate the businesses. This approach was adopted with some success in 

Jamaica when they prNalised part of their sugar industry. Possible investors in this situation might 

include local Guyanese farmers and businessmen and the owners of sugar estates in other parts of 

the Caribbean and elsewhere. 
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SECTION 7: OTHER ISSUES RELEVANT TO THE SALE (continued) 

Clearly such strategies involve some risks and potential benefits and would need careful 

consideration before they were adopted. Based on our understanding of the Guyanese industry and 

the experience of privatisations of other sugar industries, particularly the Jamaican experience. some 

of the factors which we believe would have to be considered are: 

the benefits of developing some competition in the labour market The companies would 

compete for labour which may result in increased wages. In addition the power of the trade 

unions may also be reduced, particularly if the separate companies chose to negotiate with 

them separately. 

• the risks of upsetting Booker Tate. As the incumbent managers are closely tied to the 

consortium bidding for the Company. Booker Tate are in a strong position to influence the 

attractiveness of the business or businesses io other potential investors. Even the threat from 

Booker Tate to withdraw from managing the estates might reduce morale in the workforce 

and reduce production. This would in tum put considerable pressure on the EC quota 

position, since it would be less likely that the 1991/92 quota would be met. 

• the likely levels of interest from other potential investors. This can only really be determined 

by approaching them directly or indirectly. 

• the willingness of the World Bank to provide finance and to pr0V1de it on favourable terms. 

Low cost finance provided the World Bank would increase the value of the industry. 

Furthermore, many other potential investors will t,e dependant on additional finance and the 

number of alternative sources of such finance is likely to be limited. 

• the political benefits (or risks) of attracting local investors into the industry . 

• the likely response of the industry to different owners and managers especially other foreign 

investors or indeed local investors or different ethnic backgrounds to the workforce. 

• the additional costs. time delays and commitmeni of Government resources to carry out 

marketing and negotialions and to allow the parties to carry out the necessary due diligence 

and review of the business 

• the additional ongoing costs of some form of sugar commission to allocate the sugar quotas 

between the companies. 
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SECTION 7: OTHER ISSUES RELEVANT TO THE SALE (continued) 

7.3 FISCAL POLICIES 

As desc!1bed in the previous section. the value of Guysuco is extremely sensitive to a number ol 

factors whcch the Government can influence. The major factors which allect the value ol the 
business are: 

• the !evel of Government hard currency retentions. 

the level of sugar levy. 

the level of profils taxation. 

In each of these cases there will be factors other than the likely e!fect on the value of Guysuco that 

will need to be taken into account when determining the strategy to be adopted. A very obvious 

example discussed in the previous section was the impact on Government revenues of changing the 

level of sugar levy. 

As explained in the previous section. the Government's cost of borrowing may be significantly lower 

than the rate of return that potential investors in Guysuco would require. In such circumstances in 

theory it would seem logical to maximise the Governm~nt's revenues from future taxation at the 

expense of proceeds from the sale ol the business. However. there may be a number ol adverse 

consequences from adopting too aggressive a policy: 

• low sale proceeds in exchange for future levy and tax revenues may not be politically 

acceptable. 

• an aggressive policy of taxation may cause potential investors to withdraw. In the event that 

they do not withdraw it may still discourage any investment but the minimum and least risky. 

This is likely to result in a furlher contraction of the industry and eventual decline in 

Government revenues 

The eventual position is likely to be determined by the level of sales price that will be politically 

acceptable and the amounr of revenues lhat are n'3Cessary to fund lhe Governmenl budget ralher 

lhan any ·scienlific• valualion. Nonerheless we believe it is important that the GovernMent should 

have some indication of the possible financial impact of adopting different options. albeit ignoring the 

unquantifiable factors mentioned above. Accordingly, we have set out on schedules in Appendix 7 

a number of scenarios showing lhe effects of different levels of sugar levy, income/corporation tax 

rates and capital allowances. These schedules cannot cover all possible scenarios and would be 

happy to rework the models using different scenarios if the Government wished. 
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SECTION 7: OTHER ISSUES RELEVANT TO THE SALE (continued) 

7.4 OTHER POSSIBLE BENEFITS TO INVESTORS 

In addi11on lo !he inherent value al !he business, ihere may be significant additional value from the 

business tor certain investors. In lhe case of Guysucc ii would seem likely thal ii Tale and Lyle were 

to acquire the company then much of !he expenditure on equipment, especially in the factories. 

would be directed to other Tate and Lyle companies which manufacture such products. 

It 1s nor possible to accurarely assess the value of such an arrangemenr since other owners of 

Guysuco might also decide lo purchase equipment from the same companies. However in any 

negotiations with the consortium this factor should be taken imo account. 

The issue also raises another matter. which is. that the Government will need to ensure that ii has 

adequate powers lo prevent the owners ol Guysuco from rransferring profits overseas b;· making 

sales at below market prices or purchases al above market prices. Within UK lax laws there are 

provisions to allow the Inland Revenue to investigate transfer pricing and impose additional tax 

charges on lhe company if they find that such arrangements are being adopted. If such 

drrangements are not in place then the Government should consider introducing them. 

7.5 OTHER COSTS TO THE COUNTRY OF PRIVATISATION 

Wilhin the plan prepared by Booker Tale there is a proposal Iha! ownership of the EC sugar quota 

should be given lo Guysuco. Clearly Booker Tale wishes to ensure some security over the quota. 

however !he effect of transferring the quota is to remove any Government influence over the marker 

and effectively prevent anyone else from entering the sugar market in Guyana Again the value of 

such an arrangement is difficult to judge but it will be important to recognise that there is likely to be 

some value in this. which has nor been reflecled in the valuation. 

Also within the plan !here is a proposal Iha! !he Government should fund repairs ar.d improvements 

in a number of areas. These include repairs to the sea defences and improvements to the water 

supplies. We understand that these expenditures are likely to be incurred whether Guysuco is sold 

or not, however this may not be apparent to the investors and therefore it might be possible to use 

them in any negotiations. 

7.6 OTHER UNllTILISED ASSETS IN GUYSUCO 

As mentioned in the previous section. the valuation does not take account of any possible redundant 

or unutilised assets that may exist in the Company. Such assets are likely to include unutilised land 

and land and othe:r assets that will be abandoned alter the closure of some of the estates as well as 

land which may already have been abandoned. In particular there may be land still owned by the 

Company whi~h formed part of the Versailles and Leonora estates. In the case of lands that are 

currently unutilised and are not planned to be put back ir'o service it might be possible to exclude 

them from the business sold and to retain ihem as state owned assets. In the case of land that 

might be abandoned in the future such an arrangement would be more difficult to draft. 
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SECTION 7: OTHER ISSUES RELEVANT TO THE SALE (continued) 

An ailernatr;e arr3ngement -..·.h1ch has bo::en used in other countries. especially the UK. is lo introduce 

a ·c1a\~bac1<.· arrangement 1n!o the sale agreement The basic procedure is that the con1pany being 

sold is required ta rerrnr 3 certain proporlion of any proceeds earred from asset sales made within a 

cer1a1n time of the sale tolten 5 ·;ears1 This has the benefit of sttll encouraging the company to sell 

assets since they still earn a profit albe1; a smaller one from the sales. It also prevents the need lo 

1dent1f'f and value those assets which are to be sold at the time of the sale of the business. 

As experienced with the sale of the Guyana Telephone Company. ii is also important to ensure that 

all available cash balanct.s are extracted from the business before its sale since the value of the 

business is based on the assumption that its cash requirements will be met by either loans or by 

internally generated cashllows. 

7.7 OTHER MACRO-ECONOMIC ISSUES 

The sale of Guysuco will also raise a number of other issues that the GoJernment will need to 

consider. The most important may well be the impacl on lhe economy of increased wages for the 

sugar workers Whtlsr the increase will be supported by increased export earnings and so justified, it 

may. particularly 1n the shorl rerm. encourage inflation in the country as the increased wages are 

spenl on produce which is in ltmiled supply. This situation will be exacerbaled if the Government 

retains a high proporlion of the hard currency revenues of Guysuco for its own expenditure. 

A furrher issue !hal will need ro be consid->red is the possible impact on the value of the Guyanese 

dollar in the Camb10 II much of Guysuco's hard currency earnings are retained by the Government 

and the Company is then allowed 10 use rhe marker 10 convert its free cashflows into hard currency 

then lhe~e 1s likely to be some s1gnitican1 swings in the value of lhe Guyanese dollar each time the 

Company makes a transacrion The consequences of allowing lhe Company to use the market for 

all its needs would be even worse. 

II investors in Guysuco are unable to convert their profits into hard currency then the value of 

Guysuco will be negligible. Accordingly some mechanism will need lo be found 10 enable this to 

happen and to prevent !he transactions of the Company adversely influencing !he market. The most 
appropriate approach might be 10 con!inue to agree a level of direct currency retentions that would 

allow the Company to cover most of :ts hard currency needs including the payments of dividends 

and to then allow them 10 use the Cambia for o!her transactions which should be small. A further 

advantage of selling the industry as a number of separate bu~inesses is that their influence over the 

Cambia would be much smaller 

7.8 USE OF THIS REPORT 

As we have explained earlier 1n !his report. the report is for the use of the Government of Guyana lo 

assist them in their nego11a11ons with potential investors. II is therefore essential that the valuation is 

not shown 10 any potential investors or their contacts The report should only be made available to 

the Government and its advisors 
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~ - I GUYS UCO APPENDIX 1 

I VALUATION REPORT - 31 DECEMBER 1991 

I 
BALANCE SHEET - 31 DECEMBER 1990 

I US$m US$m 

I FIXEC ASSETS 18.8 

CURRENT ASSETS 

I Stocks 23.5 

Debtors and prepayments 5.5 

- Bank and cash --12 

I 33.3 

I LESS: CURRENT LIABILITIES 

Creditors 8.3 

. 
I 

Sugar levy 21.4 

Accrued interest 5.2 

Loans 6.2 

' I 
Taxation 0.1 

Overdraft _Q1 
41.4 

\\.' I ' 
'~ J 

\ NET CURRENT LIABILITIES (8.1) 

\ I 10.7 

I FINANCED BY: 
Capital and reserves 6.3 

I Loans 1.2 

Debentures 3.2 

10.7 

I - • 

I 
I 
I 
~ 

~ 4 ,, . 
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- I GUYSUCO APPENDIX 2 

I VALUATION REPORT - 31 DECEMBER 1991 

I 
PROFIT AND LOSS ACCOUNT 

I Yezr ended 
31 December 1990 

I 
USS million 

I - Sales 78.0 -
I Profit before taxation 1.0 

I Taxation 0.1 

, 

I Retained profit for the year 0.9 

' 
I 

~\ I STATEMENT OF ACCUMULATED LOSSES ~ 
\~ .I 

I 
At 1 January (8.6) 

' Retained profit for the year 0.9 

I 
I At 31 December (9.5) 

I • 

I 
I 
I 
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GUYS UCO APPENDIX 3 

VALUATION REPORT - 31 DECEMBER 1991 

ANALYSIS OF THE WEIGHTED AVERAGE COST OF CAPITAL 

The following analyses the components of the WACC calculation 

Required rate ol return on debt 

In estimating the required rate ol return on debt we have examined the prevailing corporale bond 

rates and the corporate tax rate. in eacn of the three countries where the comparable companies 

are situated. The tax rate is relevant since interest expense is deductible for tax purposes. For 

example. Appendix 5 illustr.1tes that with a corporate bond rate in the United Stales of 8. 73% 

and a corporate tax rate ol 34%. the resultant net cost of debt is 5.76% with 2.97% saved 

through taxes. 

Debt percentage - leverage 

The level of debt tor the WACC calculations is based on our analysis of the capital structures of 

the comparable companies. It is determined by calculating the amount of debt as a percentage 

ol debt plus equity. reflected at market value. Implicit in this approach is the assumption thal an 

investor is likely to finance his investment in Guysuco in a similar proportion as the average for 

these comparable companies 

Required rate ot return on equity 

Required rate ol return on equity combines a risk-free rate ol return and a risk premium for 

equity investments 1n general. adrusted for tre level of risk for the specific industry. 

Risk-free rates of return are gener~lly equated 10 long-term governme111 bond rates: such bonds 

are fully guaranteed as to interest payments and principal repayments by the respective 

government. and hence present virtually no credit risk to investors. Risk free rates of return 

reflect the opportunity cost of receiving money next year rather than this year. 

For equity investmenls !here is less certainty regarding rhe payment of dividends and the 

repayment of invested capital. Investors expectations, over and above the risk free rate of return 

for equity :nvestments. can be estimared by observing !he way shares are priced on stock 

marke•s Empirical analysis of share prices have shown that on average over a long period, 

rrar.saclions 1nvolv1ng shares yielded prices which, when <"'" 1;-1._,nd income and the increase in the 

capital value 1s taken inro account. offer investc"· 

goA, is referred to as rhe equ11y risk premium. 

. ·., ... . ~turn of 9%. This premium of 
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• ' - I APPENDIX 3 (CJntinued) 

I 
The equity nsk premium must then be ad1usted to consider the risk prolile of the business 

I ·.-alued The level ot risk which is presented b'J a particular investment depends on the extent to 

which the business is affected by general economic trends. Some indL'Slries are more exposed 

I 
than others to general developments in the economy. This may be the case for a number of 

reasons Sales may be affected more or less quickly by changes in economic wealth. Some 
businesses may have higher fixed costs which cannot easily be reduced if economic 

I 
circumstances deteriorate. Investment 1n industries with these characteristics normally carries a 

higher returns on their 1nveslments. and discount cash flows by a higher rate when valuing the 

business 

I The risk exposure of industries can be estimated by observing the movement al share prices in 

particular industrial sectors and analysing the correlation between movements in their share 

I prices and changes 1n the level ol prices in the stock market generally. 

The measure which is used to describe the strength of this correlation is called ·Bera·. A share 

I which has average risk will have a beta factor ol 1.00. Shares of higher risk will have betas of 

more than 1 00 

I Beta measures are calculated tor most quoted companies. We have obtained the betas for the 

companies 1dent11ied as comparable to Guysuco. These companies on average appear 10 be of 
\ a slightly lower risk than the average company. Since !he Beta factor is used to adjust !he risk 

I premium for equity investments. the derived discount rate has not been adversely alfected by the 

industry risk Appendix 5 illustrates that Booker Sugar has a beta risk measure of 0.828. The 

• I 
equity nsk premium for this company would be 9% x 0.828 = 7.45%, which when added to the 

~~ risk tree rate of return (the long term government bond rate) al 9.51% yields the required rate of j 

'~ return on the equity of 16.96%. 
J 

~ 

\ I Equity ;Jercentage 

I 
Similar to the calculation of the debt percentage, the equity percentage of comparable 

companies cap11~1 structure is determined by calculating !he amount of equity as a percentage of 

the deb! plus equity. 

I Required Rate of Return 

I The WACC is then calculated as the sum of the required rate of return on debt multiplied by the 

debt percentage. and the required rate of return on equity multiplied by the equity percentage. 

I 
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APPENDIX 3 (continued) 

111 our analysis we have distinguished between real and nominal interest rates. The basic 

difference cc,c~rns how inllation is treated A nominal interest rate is the tOlal. actual interest 

charged by lenders. This rate may be divided into two components: the 

inflation rate and the real interest rate Oetermining the inflation rate is the first step in 

establishing real interest rates because the lender or investor would not want to lose in terms of 

purchasing power through the effects of inflation. 

The real interest rate component is the inte1est element charged. over and above inflation. to 

compensate t;1e lender or investor's for his investment risks. The cash llow projections presented 

rn Appendix 6 do not include inflation. thus the discount rate should also excludes the inflation 

component In Appendix 5 the rnflalton rate for each of the home countries of the comparable 

companies has been deducted from the WACC to arrive al the real WACC. 

The discount rate 1on a real basis) for potential investors in this industry was determined by 

taking the average of the real WACC of the camparable companies. This yielded a discount rate 

of 10%. which must then be adjusted for the perceived risk of investment in Guyana. 

----..... ----
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GUYS UCO APPENDIX 4 

VALUATION REPORT - 31 DECEMBER 1991 

ANALYSIS OF GUYANA RISK FACTORS 

The risks inherent 1n investing 1n Guyana are of a nature and magnitude not normally encountered in 

more developed economies. The assessment of these risks is much more subjective than the widely 

accepted approach to the calculation of the WACC since there is as yet little basis for comparison. 

Also. eacti investor will perceive this risk differently. based on their unique assessment of economic 

and political factors. Following are considerations for some of these risks: 

The country has been experiencing growing political tension. The elections. originally due in 

December 1990 have been twice postponed with no new date as yet set. A state of 

emergency was declared to reconvene the assembly after the last postponement in 

November 1991 

The opposition People·s Progressive Parry are not as supportive of privatisation as the 

government. This presents potential investors with uncertainties as to the future position on 

the issue. Even in the event of the present Government winning the election. there will remain 

considerable uncertainty over the possible position of the Government if there is a subsequent 

change 

• The Guyana economy has nor been strong for several years. suffering from negative growth in 

GOP and high 1nfla11on In 1990 1nllat1on was estimated at 100% and GOP was -3.5%. Whilst 

the economy has improved since then. the overall size and nature of the economy is such that 

11 will remain very suscept;ble to changes in the performance of a few industries and the 

markets 1n which they operate 

The size of the Guyanese economy and the relative size of Guysuco's business means that 

the business will always be sub1ec1 10 a level of political interference higher than for most 

other businesses. 

• The Guyanese Dollar is "1n1erna11·1 convertible" into other currencies but is not yet internationally 

traded. However. the recently established Cambia has traded the Guyanese Dollar in 1991 

and the US Dollar exchange rare has remained relatively constant. The Cambia is not 

available to large corpora11ons such as Guysuco. 

It should be noted however rhar Guyana. under the present government. has madP. a commitment to 

significant economic reforms and a number of foreign companies have already invested in the 

country 
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APPENDIX 4 (continued) 

Based upon our evaluation of th2se risk factors affecting investment in Guyana. discussions with 

indr.·1duals 1n the international investment cor.imunily. and experience in advising clients in the 

Caribbean. we estimate that a suitable range of risk premiums for investment in Guyana would be 

between 10% lo 20%. 

For the purpose of the discounted cash flow approach. the country risk has been added to the 

WACC (analysed in Appendix 5) of 10% to derive a range of discount rates of 20% to 30%. 

----.....- -
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GUYSUCO 

VALUATION REPORT - 31 DECEMBER 1991 

DETERMINATION OF INDUSTRY DISCOUNT RATE 

C0<;>0••• Nel Long Term 'Bola' 
Bond Tu Bond Debt Gove1nment R11k 

Company Country Ra• Rill• Rate Percen•ge Bond Rate Me11ure 

~1 lbl . t<> id) (•> (~ 
i•l'(l·b) 

Boo.••• UK 10 711'!1. 3~'11. • 01'11. 4 0'11. II ~1'11. 0 828 

Tlllll llyte UK 10 711'!1. 3~'!1. 101'11. 228'11. 11 ~1 .. 1 O~I> 

Suiedl..c ... , Germany 8 79'!1. !>0'11. 4 40'- 90 ... 8 &9'11. 0 673 

s. ....... ~Fooca USA 8 73'!1. 34'!1. ~ 76'11. 93 .. 7 91'11. 0641 

MOie Sou•c• ot ••'9s • Tl\e Econom11otEconomc •nd f""1nc•l lndcators.Sep1emoe1 1991 

~ ... \ • 
... ..... __ 

' ! 
i - - - ... 

We1gh .. d 
Equity Required Average 

R11!1. Re1urn Equity Co11 ol 
Measure on Equity Ptrcenlage C.p1lal 

(g) ih) (•) ~) 
(•) + it'g) (<'di. (h'•) 

900 .. Iii 98'11. 1160 .. UI ~8 .. 
9 00,. 19 03 ... 77 2 .. 18 29'11. 
900 ... "7~ .. 91 0'11. 1312 .. 
900 ... 13 61'lt 90 7'11. 12 94'11. 
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RHI 
Wo1gh .. d 

Average 
lntl•lion Coll ol 

A.10 C.µ11111 

t•I ii) 
0 ., 

4 ,, 12 46'11. 
4 ~ ._ I;/ 19, 

6 7'11. 7 12 .. 
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,GUYSUCO : PROJECTED CASH FLOW 

_ASH ! .. FLOWS 

Su~r ••let 
Mola1t•a talet 

CASH OUTFLOWS 
OperalinQ co1t1 

Agucultt.1•• 

•t1t:a1tr\IC.h1re 

factory & t1an1pon 10 OS l 

Etta•• 'uppon & adnun 
Head ottic• & cenHal ,.,.., 

Capital e1.pen(J1te.•• 

Ag11c1.1ltwr• 

tn1ratUvt1u•e 
factory & transport 10 OST 

Contingel'\cy on capea 

FOREIGN EXCH 
WOR..:t .. G CAPITAL 

TOTAL CASH OUT 

NEl CASH FLOW 
lOAN MO'•EMENTS 
INTEREST 
TAX 

NET >'OST TAX CASHFLOW 

lCAPITAL VALUE OF cASHFLOWS 

O•scoul\l rate 

Present walua facto• 

Present vaaua 

Total present ¥&1ua 

[1n-e1;c.,;e1 "-~.~.or aq~~tr 

~ 
'-· -....·~-

_.a_ 

I 
30~ 

US Im 
11191 

HI 
22 

11 0 

11 1 

34 
II 0 
42 
30 

40 3 

ti. 
22 
JO 

12 I 

00 

12 I 

·I I 

01 

52 0 

19 I 

50 
02 

·8 1 

15 5 

01111 

14 

38 

38 'I 

USlm 
199~ 

1119 
45 

14 4 

24 8 

40 
15 5 

5 3 
34 

52. 

II ~ 
6 3 

91 

21 5 
00 

21 5 
·I I 

5 I 

14 3 

0 I 
25 0 
·O 5 
·8. 

.'..k~~- -

0 8H1 

12 

US Sm 
1993 

83 4 
• 5 

11 9 

211 8 4. 
II J 
51 
35 

111 II 

10 2 
6 7 

22 0 
31i 0 
00 

39 0 
I I 

09 

tOCJ 5 

(12 6) 

16 0 

·I 3 
·2 4 

·O 3 

0 51110 

0 

US$m 
199• 

111 6 
4 5 

92 I 

34 9 

4 8 
20 6 

6 2 
3 6 

70 I 

58 
6 I 

23 I 
35 0 
00 

35 0 
·I I 

04 

104 4 

(12 3) 

18 0 
·2 I 
·O I 

1 5 

0 311112 

........... -

~ 

-
USSm 

1995 

81 5 
4 5 

92 0 

34 1 

4 8 
19 3 

6 2 
38 

bl 0 

5 6 
2 8 

21 8 

30 2 
00 

30 2 
1 I 

0 3 

97 4 

15 3) 

00 
·2 1 
·O II 

·8 3 

0 3071 

P> 

'· 

-
US Sm 

1996 

112 1 
4 5 

116 8 

34 7 

4 5 
19 I 

5 5 
36 

bl 5 

5 0 
2 6 
7 0 

1• 8 
00 

"6 
1 I 

0 7 

II I 7 

15 0 

·5 0 
·111 
·4 I 

39 

55 
0 2362 

-
US Sm 
1~97 

93 I 
4 5 

97 6 

32 8 
4 5 

19 I 

4 1 
3 ti 

U7 

4 2 
I 4 

4 6 
10 2 
00 

10 2 
I I 

0 I 

73 II 

23 7 
.5 0 
·I 8 
·II I 

II 0 

ti5 
0 1817 

-
ussm 

1998 

93 I 

4 5 
97 6 

3~ 7 

• 5 

18" 
• 1 

3 6 
6~ e 

5 I 
19 

38 

10 9 

00 
10 9 
·I I 

0 I 

73 7 

23 II 

·5 0 
. I 4 

·ti 6 

10 9 

7 5 
0 1398 
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US Sm 
1111111 

93 I 
• 5 

97 6 

32. 
• 5 

11111 
4 I 

36 

83 5 

•• 
I 9 

3 II 
10 2 

(J 0 

10 2 
·I I 

00 

7211 

2~ 0 
.5 0 

1 I 

·8 I 

11 I 

• 5 
o 1on 

-
US Sm 

2000 

93 I 

• 5 
117 • 

32 I 

• 5 
11111 

• I 

3~ 

113 3 

~4 

I 9 
l 11 

" I 
00 

11 I 

·I 1 

00 

73 3 

2• 3 
-~ 4 
·O I 
.7 2 

10 a 

I & 
0 0827 
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US Sm 

2001 

93 I 
• 5 

17 II 

31 II 

• 5 
II 9 

4 I 

36 

83 0 

• 7 
I I 

3 II 
10 ~ 
00 

10 ~ 
·11 

00 

72 3 

25 2 

·~. 
·O 1 
.7 ~ 

1 I 7 

10 5 
0 08311 
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US Im 
2002 

(jJ 1 

4 ~ 

Ill b 

31 b 

4 ~ 

1811 

4 I 

3 ti 

62 7 

~ . 
1 U 

311 

" 2 
00 

I I 2 

I 1 

00 

12 II 

2• II 
.5. 
·O 4 

. 7 7 

" 3 

II ~ 

00411 
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4 I 
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~· 00 
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00 
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ASSUMPTIONS 
Su;a,r •even...1•• 

W olat ••• •even uea 

Agrrc uth1 rel costs 

factory costs 

Cl'tip•t.I e•pend1ture 

lo•ns 

Interest 

Teaat•Oft 

011counl rate 

,-

~;,~ . ,. .. 
I - - - - - - - - -

PROJECTED CASH FLOW 

Eaohange ra!e ol USS I 7 CI 
No th•ng• 'o q"ota leyel1 EC puce decrea1e1 at 2 !t~ pa over th• period to 1&9!t 

Booker Tai• EC p11c.e1 corrected 
Produthon ••vel1 •ncteased to cur1en1 1891·94 torec.a1t leYei1 

20 01\rt Sugar levy 

Price 1nc.rea1ed to world puces hom 1992 cre'Wenues increased to $4 !t pal 

Costa 1n 1892·94 increased by !li41ii to retlec.t 1ncrea1ed product•on 

Cosh 1n 1992·94 1ntrea1ed by•"'- to reflec.t increa1ed production 

Expenditure te1t1cted to 80 00' ot agriculture spend as planned by Booke1 Tale 
80 00~ ot 1nha1tructure spend &I planned by Bcioker Tate 

10 00"" ol la<lory •pond•• plan nod by Booker Tale 

Cont1ng1f'ncy 1e111uc.••d lo 0 OO'lrl. ot tot111 eapend1lure 

IDB loan no 139 drawn down Clim •n 1991 and S1m 1n 1992 
Wo1td Ban., loan S50m drawn down evenly during t992·94 and repaid at S5m p • t1om 199~ 

108 loan at 211. · a1osum1ng US 1nfl•t1on ot !>""-equates to real •ate ot .3.._ 

World Ban" loan at tO' assuming US inflation ot ~"equates 10 real ral• of!>' 

Tai ral• of l~ ... 

Capital aUo•ances 
Agric:utture eapend1h1re 

lnt1a111uc tu re ea pen d1tu re 
Facto1y eapend1ture 

Tai paad 1n year incurred 

30 ... 

· Fust yea1 allowances ot 
· F111t year allowances ol 
·First year allowances of 

0"-
25"-
25"-

Annu•I 11llcw11nce1 ct 

Annual allowani;.e1 ct 
Annual allowances ol 

(i!:chca•ed 'i'Ah.t• o.-.qu1ty Je I 

\ -

2~ ... 

e' 
10 ... 

I 
- - - -
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iGUYSUCO : PROJECTED CASH FLOW ,., 

CASH INFLOWS 
S1i1g.11 aates 
Mola11e11alet. 

CASH OUTFLOWS 

Operat•ftQ costs 
A9r1c.uthue 

l"tra1••uc.tu1e 
F ac.tory a. 11anspo1110 OST 

Estate 1uppot1 & adm1n 

H•ad oft•c• a. c•Rlral ,.,.., 

Capita• ea pen d•tu re 

Agrn;uh:ure 
lnhaslruc1wre 

Factory & uan•porl to OST 

Col\bngency on capex 

FOREIGN EXCH 
WORKING CAPITAL 

TOTAL CASH OUT 

NET CASH FLOW 

LOAN MOVEMENTS 
INTEREST 
TAX 

~:::T POST TAX CASHFlOW 

[CAPITAL VALUE OF CASHFLOWS 

011count rate 

Present vah.1• ;actor 

Ptesent value 

Total present vah~• 

i lnct1cated 11alue ot equity 

" 
:•:· ··~ '-=""''" 
-~ ....... ~~~ ........ 

I 

20'!1. 

US Sm 
1991 

818 
22 

11 0 

II 1 
J4 

11 0 

4 2 
JO 

40 J 

68 
2 2 
3 0 

12 1 

00 

12' 
1 1 

0 7 

52 0 

1111 

so 
02 

-8 7 

151 __ 

011129 

14 

!10 

!iol 

US Sm 
1992 

7119 
4 !I 

84 4 

24 6 

4 0 
1!1 s 
53 
34 

52 8 

11 5 

bl 
9 7 

U5 
00 

275 
1 1 

!> 1 

843 

0 1 

25 0 
·OS 
-8 8 

17 7 

0 7607 

13 

.JS Sm 
1993 

83 4 

4 5 
87 Q 

29 8 
4 4 

18 3 
!18 
3 !I 

51 a 

10 2 b, 
,, 0 

)~ 0 
00 

)9 0 

1 1 

09 

100 !> 

112 til 
1ti 0 
·1 3 

·2 4 

03 

0 ti339 

0 

US Sm 
1994 

87 6 

4 s 
92 I 

34 9 
4 a 

20 6 
82 
36 

10 I 

58 
6 1 

il 1 

l!> 0 

00 

J!> 0 
1 1 

04 

\tJ4. 

112 31 
16 0 
·2 1 
-0 1 

I 5 

0 5283 

.,,, 

-
US$m 

1995 

81 5 
4 !I 

92 0 

34 1 

4 8 
19 J 
62 
36 

88 0 

~6 

2 8 
21 8 
JO 2 
00 

JO 2 
1 1 

03 

fl7 4 

(5 31 
00 

·2 1 
-0 8 

·8 3 

0 4402 

(4) 

-
US Sm 

1998 

92 I 
4 5 

96 6 

34 1 

• s 
19 1 

s s 
36 

67 s 

50 
2 ti 
7 0 

1• 6 
00 

14 ti 
·11 

0 7 

81 7 

15 0 

·5 0 
-1 9 

·4 1 

39 

55 
0 3669 

-
US Sm 

1997 

93 1 

• 5 
97 8 

32 8 

4 !I 
Ill 1 

• 7 

36 
64 1 

• 2 
1 4 

4 6 

10 2 

00 
10 2 

1 I 

0 1 

73 8 

23 7 
·!I 0 
·1 8 

·6 1 

11 0 

8 5 
0 3057 

-
US Sm 

t998 

93 1 

4 5 
97 6 

32 1 
• s 

18 9 
4 1 

36 
63 a 

~ 1 

1 9 

3 8 
10 fl 
00 

10 9 
1 1 

0 1 

7J 7 

23 9 
·S 0 
· 1 4 

·6 8 

10 9 

1 5 
0 254& 

-
US$m 

1999 

93 1 

4 5 

97 8 

32 4 

4 5 
18 9 

4 1 

3 6 

83 5 

4 4 

1 9 

38 
10 2 
00 

10 ~ 
·1 1 

00 

72 6 

25 0 
-~ 0 
·1 I 

·O 9 

11 e 

8 5 
0 2123 

3 

I 

-
US'm 

2000 

93 1 
4 s 

97 8 

32 1 

4 !I 
18 9 

4 1 

36 
83 3 

5 4 
1 9 
38 

11 1 

00 
11 1 

·1 1 

00 

73 3 

24 3 
·5 4 
·O 9 

·1 2 

10 8 

15 
0 1769 

2 

-
USlm 

2001 

93 1 

4 5 
111 e 

31 8 
4 5 

18 9 

4 1 
3 6 

83 0 

4 7 
1 9 
3 a 

10 5 
00 

10 s 
11 
00 

72 3 

25 2 
·S 4 
·O 7 
·1 5 

11 1 

10 s 
0 1474 

- - -
APPENDIX 

US Im 
2002 

93 1 
4 5 

91 e 

31 6 

4 ~ 

18 9 

4 1 

3 8 
82 1 

54 
1 8 
l 8 

11 2 
00 

11 2 
11 
00 

721 

24 I 
.5 4 
·O 4 
·1 1 

11 3 

11 5 

0 12211 

U!i•m 

2003 

ill 1 

4 ~ 

91 6 

31 6 

4 ~ 

18 fl 
4 1 

lb 
b2 1 

5 4 
00 
J a 
9 3 
0 0 
~ 3 
1 I 
00 

70 9 

2ti 1 
·O 4 
·O 4 

· 1 8 

18 0 

Pt1p4'lu1ty 

10 
12 5 12 5 

0 1024 0 1024 

I 

.1-• ., 

-
6.2 

1f 

1 

~ 
I 

t' 
\ 
',• 



-~-r-.-Jlo> . 

• . 
I 

- I 
I 
I 
I 
I 
I 
I 
I 
I 

\ 

I 
I 
I 
I 
I 
I 
I 
I 
I 

t 

3: 
0 
...J 
u. 
J: 
CJ) 

< 
C.:> 
c 
w 
to-
C.:> 
w ..., 
0 a: 
Cl. 

>< 
ON z ww 
Q. 0 
Q. < 
< Q. 

0 
C.:> 
::> 
en 
> ::> 
.~ 

"' .. 
~ 
!! 

" !! • a. 
• : 
: 
0 

• a. , 
"' "' • .. 
: .. 
• ~ ! 
u ~ • 
" .. 
• ~ u • ii 2 

-u .. ... "' .. .. .. 
c 
~ 

" 
:> 

• u 

... 0 

!; .. 0 • 
l .. 

u : .. ~ .. • :; 
"' :! ~ c ::> Q. :; .. 0 > 
0 :> • ~ O'U • !! ... > ii ! • . - "' . - c , . "' .. g en "'c ... 
c •• u , . "' . :> 

~ ~ g " 0 
0 0 

~ z m a: "' 

"' z -• 2 :> 
c ... • a. > 
! 2 

;, i en 
Ill :> 
<C ., 

• a. 

... .. 
2 c 

g .. 
: u , . " ! ~ 
u a. 
!! " .. • • .. , • c ! 
~ u 

!. !: 
u 

"' .. ~ .. ! 
e 2 
~ , 

"' .. • ... 
u 

,. 
ii " : r .. 

! • u 
5 !! 

" 1 • .;. .. .. .. 
! ~ 
u 5 5 
• .. 

-':I 0 
4. u 

.. • ; , 
c 

0 
~ u 
! ! .. • :> .. .. :> .. 
~ ~ 
0 a. 
2 <C 

c 
g 
u , 
" ~ 
a. 

" : . 
! 
u 
!: 
u 
~ 

! 
2 , 
... ... ,. 
" : • ! 
u 
5 
1 
.;. .. .. 
5 .. 
-0 
u 

; 
0 
u ... g 
u • ... 

,,,, 
0000 
0000 
0000 ...... 

2 
2 

" " • .. ~ !i - -! ! 

! 
.. 
u , c 

;; • 
"' c ~ • c 

~ 0 

"' u 

! , 
;; 
c • 
~ • 
i 
a. • !) 

"' .. 
~ 
e 
~ 
• a. I 

"' E 0 "' .. .. 
;o , ~ 
" .., • ;;; 
a. 0 ! 
! .. ~ 
" ! .. 
c .. 
• • ;o 

"' .. ! , 
"' .. .. a 
- "' 2 .. 

"' ~ I 
~ .. ., 

e 
"' 

;o 0 ~ , .. ~ a c 

" , .. '? 
c " I ! • ... "' ;;; ;; 0 ~ 
? ~ c (/) .. ~ ::> 

c ! "' e J ~ 
0 ~ "' " 

E .. , I 
c c (/) .. ,, 
J J :i .. .., 

• "' 
.. 

0 
~ c " c e ~ 

, 
~ J 0 

, 
• "' 

.. 
~ .. .. ;o • c c .. • • .., , .. .!! .!! 

"' 0 " " c c ;o c 0 
c • c • • "' " "' • 
:! :!? .!! :!? ! 
"' ;; a:J ;; . 
9 J 9 J • 

c 
;; 0 .. • : c • • 0 £ • -' ... 

, , , 
"' .. ~ "' 

0 0 0 .. .. .. . • • u u u 
c c c 
• • • J J J 
:! .!! .!! • • • • • • , , , 
c c c 
c c c 
c c c 

, , , 
0 "' "' "' "' 

0 oo .. .. .. • • • u u u c c c . • " J J J 
.!! .!! .!! ;; • ;o 

• • • : . : ... .. .. .. 
... ... ... 

.. 
! .? 
~ € 
6 c • • c ~~ .. 
~ . " c 
• ! • 

~ ~ .. ! • u 
, • 

c = i? .. , • ;; 0 
J ':I • 

u 
.!! 0. .:: • • c !. ... 
;o 
a • u 

" ~ 
:> 
u 
5 
ii 
: 
5 

" i 
a. . • ... 

, 
0 

"' 

• ! 
c 
:> 
0 
u .. 
0 

0 

"' 

... 
; 
a • c 
• , 
;o 
> 

" '• • u 
,a 
.!: 

--:--

\ 

• 

"' 



rwo 

+ ._ - -
SUGAR f>RICES 

EC quota 
US quota 
Oomeetk:-,_ 
Dom.stic-white 
c.rii:on-r
Caricon-whit• 
Wodd !Mlilet 

£/Ton 
333 

SUGAR SAl.£S(tons) 

EC quota 
US quota 
Oomeltic-r
Dome.tic-whit• 
Cuicon-r
Cuicon-whit• 
Wodd martet 

SUGAR SAl.£S(revenues) 

EC quota 
US quota 
Domestic-raw 
Domestic-white 
Caricon-r-
Caricon-white 
World martl•t 
Sugar levy 20.0% 

~ \ 

r 
;~~ , ,. .. 

I - - - - - - - - - - - - - - -
£:US$ 

1.7 

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 
us slto~us s11on -u-s-s11on -Usslton--us s!ie>;,--osslion-us sliori-us s11ori-- us-stlon - us s11on- -·us s11on us s11on us s11ori 

566 
482 
335 
395 
347 
416 
290 

552 
482 
335 
395 
347 
416 
290 

1991 1992 
tone '000 ton• '000 

152 164 
15 
5 

538 
482 
335 
395 
347 
416 
290 

525 
482 
335 
395 
347 
416 
290 

512 
482 
335 
395 
347 
416 
290 

512 
482 
335 
395 
347 
416 
290 

512 
482 
335 
395 
347 
416 
290 

512 
482 
335 
395 
347 
416 
290 

512 
482 
335 
395 
347 
416 
290 

512 
482 
335 
395 
347 
416 
290 

512 
482 
335 
395 
347 
416 
290 

1993 1994 1995 1996 1997 1998 1999 2000 2001 
ton1'000 tonl·ooo ton1'000 tone'Ooo ton1·oo0-- ton1·00o~n1'oOOtonl;ooo---,o-ni'OOo 

164 
15 
21 

164 
15 
34 

4 

164 
15 
35 

4 

4 

164 
15 
35 

4 
10 
6 
5 

164 
15 
35 

4 
10 

6 
9 

164 
15 
35 

4 
10 
6 
9 

164 
15 
35 

4 
10 

6 
9 

164 
15 
35 

4 
10 

6 
9 

164 
15 
35 

4 
10 

6 
9 

512 
482 
335 
395 
347 
416 
290 

512 
482 
335 
395 
347 
416 
290 

2002 2003 
1oni'o00--ton-. ·ooo 

164 
15 
35 

4 
10 
8 
9 

164 
15 
35 

4 
10 
6 
9 

152 184 200 217 222 239 243 ~43 243 _J43 ____ -~~~~- 243 __ ~-t~~' 

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 
S'm $''!' ___ _!'~-- -- _ __!'_~ ____ !'.!!! ____ _!_l'.!I__ - -- !'111 . -- !:11!. _ ___!'_m_ -- -- S'm ~-·r:n ~'_m S'm 

86.0 90.5 88.3 86.0 83.9 83.9 63.9 83.9 83.9 83.9 83.9 83.9 83.9 
0.0 7.2 7.2 7.2 7.2 7.2 7.2 7.2 7.2 7.2 7.2 7.2 7.2 
0.0 1.7 7.0 11.4 11.7 11.7 11.7 11.7 11.7 11.7 11.7 11.7 11.7 
0.0 0.0 0.0 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 1.6 
0.0 0.0 0.0 0.0 0.0 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5 
0.0 0.0 0.0 0.0 1.7 2.5 2.5 2.5 2.5 2.5 2.5 2.5 2.5 
0.0 0.0 0.0 0.0 0.0 1.5 2.6 2.6 2.6 2.6 2.6 2.6 2.6 

___ J1!"~L__i1~,51 ___ J19.~) __ (18.7)_ __ (18.6~ (19.7) (19,9) (19.9) - _p9.9) (19.9) (19.9) (19.9) (199) 

c==-- ~Q=~~Ill-11 =--~Jl~:i._,-~~ ~' ~7_:~- 87.5 92.1 93.1 93.1 93.1 93.1 93.1 93.1 93.1 

..-• ., 
' 
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-
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~ 
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' - I GUYSUCO APPENDIX 7 

I VALUATION REPORT - 31 DECEMBER 1991 

I 
SENSITIVITY ANALYSIS 

. ' 

I List of sens1t1Vity analyses: 

Indicated value 

I of equity 

US~m 

I - Base case position from Appendix 6. 1 36 

I 7.1 Reduction in EC Quota of 30.000 tons and closure of Uitvlugt 34 

I 7.2 EC price decreases at 5% per annum over the period to 1995 26 

7.3 EC price remains constant O'Jer period to 1995 45 

- I 7.4 EC price increases at 5% per annum over the period to 1995 65 

' I 7.5 US$ UK£ exchange rate falls to 1.60 from 1. 70 28 

7.6 Sugar levy at 10% 55 

I ' 
~\ ~ 
'~ 7.7 Capital expenditure on factories restricted to US$ 5 million per annum to 1996 57 ~ 

' I 7.8 Capital expenditure as per Booker Tate Investment Plan 13 

I 
7.9 Taxation rate held at 45% 29 

7.10 Capital allowances changed to 100% initial allowances 45 

I 7.11 Capital allowances changed to 40% initial and 20% annual allowances for 

agricultural and lactory expenditure 42 

I • 
7.12 Level of World Bank lending restricted to amounts directly needed by the business 30 

I 7.13 Tax holiday scenario . live year r1oliday 100 

7.14 Tax holiday scenario · ten year holiday 119 

I 7.15 IDB loan to bear interest as a real rate of 5% 33 

I 
•, ~~ ,, 
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lGUYSUCO : PROJECTED CASH FLOW 

CASH INFLOWS 
Sugar 1ale1 
Molasses 1a1es 

CASH OUTFLOWS 

Operatang costs 
Agriculture 

•nha1t1uctu1e 
F eclorr & transport to OST 
Estate support & ad nun 
Head 0H1ce & cent1al 1e1"W 

C•P•tal ••P•nd1hu• 
Agriculture 
lnlraslfucture 
Facto1y & transport to OST 

Contingency on capex 

FOREIGN EXCH 
WORKING CAPITAL 

LESS UITVLUGT COSTS 
TOTAL C;.SH OUT 

NET CASH FLOW 

LOAN MOVEll.IENTS 
INTEREST 
TAX 

USSm 
1991 

81. 
22 

71 0 

18 7 

34 
II 0 
4 2 
30 

40 3 

68 

2 2 
30 

'2 I 

00 
12 I 
-1 1 

07 

52 0 

111 1 

so 
02 

-· 1 

US Sm 

1~~ 

78 1 
4 s 

81 2 

24 8 

4 0 
15 5 

SJ 
34 

S2 8 

11 s 
6 3 
Q 1 

27 s 
00 

27 s 
·1 1 

5 1 

84 3 

(3 1) 

2S O 
-0 s 
-s 7 

US Sm 
1993 

80 4 
4 5 

84 9 

29 8 

4 4 
18 J 

58 
35 

81 8 

10 2 
6 1 

22 0 
39 0 
00 

39 0 
·1 1 

09 

100 s 

(1 s 6) 

16 0 
-I 3 
-1 4 

NET POST TAX CASHFLOW --~--~~~-~ _111 __ "----:~~ 

[CAPITAL VALUE-OF CASHFLOWS- - - - I 
011c: OU nt rate JO~ 

Preaent value factor 0 8771 0 8747 0 51110 

Present value •4 11 111 

Total p••••"t val"'a 34 

[•n111ca1ed-;a1~e-oi;qu1tY _______ _ - 341 

'.\ 
... 

US Sm 
1994 

77 9 
• 5 

82. 

34 9 

• 8 
20 6 

6 2 
36 

70 1 

58 
6 1 

23 1 

35 0 
00 

35 0 
1 1 

04 
·3 8 

100 6 

(18 2) 

16 0 
-2 1 

00 

-·. 

0 3992 

(2) 

... _ 

.. 

-
US Sm 

1995 

77 9 
• 5 

82. 

34 1 

• 6 
19 3 

62 
36 

66 0 

56 
28 

21 8 

30 2 
00 

30 2 
·11 

03 
·7 4 

90 0 

(7 8) 

00 
·2 1 
00 

·9 7 

0 3071 

(3) 

-
US Sm 

1996 

7Q 6 
• s 

84 1 

34 1 

4 5 
19 1 

s 5 
36 

67 5 

so 
28 
7 0 

14 8 
00 

14 8 
-1 1 

07 
-1 4 

74 3 

98 
-5 0 
·1 9 
00 

30 

SS 
0 2J82 

-
US Sm 

19Y7 

82 9 
• 5 

17. 

32 8 
• 5 

1111 

• 1 
3 6 

64 7 

• 2 
1 • 

• 6 

10 2 
00 

10 2 
·1 1 

0 1 
. 7. 
66. 

20 9 
·5 0 
·1 6 
00 

~ .. 3 

II S 
01817 

3 

-
US Sm 

1998 

82 9 
• 5 

814 

32 I 
• 5 

18 9 

• 1 

3 6 
63 8 

5 1 

I fl 
J 8 

10 9 
00 

10 9 
·1 1 

0 1 
. 7. 

68 3 

21 1 

·5 0 
. 1. 
00 

,. 7 

7 s 
0 1388 

2 

\ -
US Sm 

1999 

82 9 
• 5 

81. 

32. 

4 5 
18 9 

• 1 

3 6 
63 5 

•• 
1 9 
38 

10 2 
00 

10 2 
1 1 

00 
· 1. 

85 2 

22 2 
·5 0 
·1 1 

00 

18 1 

• 5 
O 107S 

2 

I 
-

US Sm 
2000 

82 9 
• 5 

87 4 

32 1 . ~ 
1e a 
• 1 

38 
83 3 

S4 
1 9 
38 

11 1 

00 
,, 1 

·1 1 

00 
. 7. 
es 11 

21 ~ 
·S 4 
·O 9 
0.0 

1 s 2 

95 
0 0827 

-
ussm 

2001 

82 & 
• s 

81. 

3 I 8 . ~ 
16 9 

4 I 

38 
63 0 

• 7 
1 9 
38 

10 s 
00 

10 5 
1 1 

00 
. 7. 

64 II 

22 s 
·S 4 
·O 7 

00 

16. 

10 ~ 
0 0838 

' 
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APPENDIX 

US Sm 
2002 

82 II 
4 ~ 

II 4 

31 6 . ~ 
18 II 

• 1 

38 
82 7 

~ . 
1 I 
3 8 

,, 2 

00 

1 I 2 

1 1 

00 
. 7. 
es• 

22 0 
·S 4 
·O 4 
OIJ 

182 

,, 5 
004811 

US Sm 
2003 

82 II 
4 5 ., . 

31 8 . ~ 
18 II . ' 
38 

82 I 

s 4 

00 
3 8 

II 3 
00 
e J 

·1 1 

00 

7. 
63 s 

23 9 
·O 4 
·O 4 
00 

23' 

12 5 
0 0378 

P•'P•lu•tw 

77 
12 ~ 

0 0378 

3 
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[GUYSUCO : PROJECTED CASH FLOW I 
SENSITIVITY ANAl YSIS 

ASSUYPTIONS 
S111g11r re.,.nuet 

Mo .. •••• reMnwe1 

A'i"C u•huat coats 

J at.1o•w coatt. 

Cap1tat e1pend•h••• 

loan1 

'"'····· 
'•••hon 

01t.COwftt rat. 

Eacllange rate ot USS 1 7 Cl 

No t;hange to quota leveta EC puce a•c.•••••• •• 2 !a'lllt pa o"•' the peuod to Utl!a 
Booker Tate EC pnce1 conected 
ProduchOft level• tncrM&ed to cunent 1811·1• toreca1t levels 
20 0,. Suga• levy 

Price 1nc•ff1ed to world poce1 from 1192 t••venue1 1ncre11ed to S• !a pa) 

Costs 1n 1992·9-t "'crMt•d bw !a' to 1et1e-:1 1nc.1ea1ed production 

Co1t1 "' 1892·94 1ncrea1ed by •11rt to retlect increased production 

E 1pend1hue rest1cted to 10 00'11. ot aor1culhue 1pend as planned by Oooker Tate 
10 00"- ot 1ntr11uwcture 1pend •• p11nned by Booker T•t• 

Cont1n9ency ••1lr1cted to 
10 00~ ot t•c.lory 1pend &I planned by Booher l•t• after t996 Spend re11m;ted to l~m pa up lo then 

O 00~ ot total e1pend1tu1e 

IDB toan no 138 dtawn down $~m 1n 1891 and S1m 1n 1992 

W.;>Hd Bank toan S~OM d1awn dD*n e-..enly duung t9a2·94 and repaid at l!im pa ham 199~ 

•OB 'oan a1 2" · •••unung US 1ntlahon of !i' equates to rea• ••••of ·3~ 
Wortd Bank •oan at 10~. a11um1n• us rnt1at1on ot ~'- equ•t•• 10 •••I rate ol ~~ 

la1rateot 35'-i 
Capital atlowanc•• 

Aguculture e1.pend1tu•• 
lnha•Uwclure ••P•nd11u1e 
factory ••pen dttu re 

la• paid"' year •ncuued 

30,. 

· F 1rst year aUowance1 ot 
· Fu11 year anowance1 of 
·Fust year allowance1 ot 

0,. 
2~ .... 
2~"" 

Annual &Uowancea or 
Ann"•' allo•ancea of 
Annual allo•ancea or 

2~,. .,. 
10,. 

[lncltcaled va•u• ot ., .. ~, n • 

.. 
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SENSITllllTY ANALYSIS 

ASSUMPTIONS 

Swaa• '•""u•• 

Mota•••• 1ew1ruo111 

Agncvlhflal c.0111 

F ac.lory co1t1 

CapMt 11p1nd•hu1 

Loan1 

lntere•t 

Taaat•on 

0.aco-..nt rate 

Eull•nge ••I• ol USS 1 1 [ 1 

No ~tti•no• to quo'• level• EC pr1c.e decre11e1 a1 2 !t,._ pa over lh• period to UUll~ 
800.,•• Ta•• EC p11ce1 cou1c1ed 
P1ochtct1on level11ncrea1ed to cutrent \991·&• to1eca1111v111 

10 O' Sug., levy 

Puce •ftc.r1a11d lo wo1ld pnc.11 t1om 1992 111111nue11ncr1111d 10 I• !t p •> 

Co1111n 1912·8' 1netHlld by~""- 10 1et11tl 1ncr1111d produc11on 

Co1111n 1812·14 1ncr1a11d by •'it 10 11t11ct 1ncr1111d p1oduc11on 

E •P•nd1h.tr1 r1111ct1d to 10 00' ot •g11cut1ure •P•nd •• pl•nned by Boo~•• l •t• 
10 00' ot 1nha1Uuccu111p1nd11 planned by Boo• er T 111 

10 oo' ot l•<lory 1pend •• pl•nned by Booktr hi'" 
Conungency re11ucted to 0 OOtal. of tolal eapeAd11ure 

108 loan no 839 d•••n do•" l~m '" UUH •nd 11m 1n 1192 
World Bank loan re1tucted to a mo""'' needed on b•••• or eollJ!i geaung 

l08 loan at 2'- · •••"''""9 US ,ntlation ot S"- equate1 to real rate ol ·31rit 
World Bani!. loan at 10'- · a11ununQ US 1ntlation ol ~'lrt equate• to 1eal 11te ol ~' 

Taa rate ot l~ ... 

Capital allowance• 
Agricunu•• eapend•ture 

IRha1tr1ii1ctu•• eapend1h11e 
Factory eapend1tu1e 

Taa paid 1n year incurred 

30, 

· f111t year allowance• of 

· F111t year allowances ot 
F1111 ~ear allowance• of 

o ... 
l~ ... 
2~ ... 

Annual allowance• of 

Annual 111ow1nce1 of 
Annwal allowance& of 

[1no•cateo ~h•• ot equ1t"( 30 I 

......... ____ _ 

-

2~ ... 
8 ... 

10 ... 

I 
- - - -

APPENDIX 
PAGE 2 

--' 

- -
7 .12 

.. ., 
~ . ,, 

~' 
l . 

•I 

,, ,, 

* 
,• 
I 
·,r 
i 



.. -

" 

- ,.. 
,,0~ . ,. d 

.. 

- - - - - - - - -
[GUYSUCO : PROJECTED CASH FLOW 
,CAPITAl A"601"6TEREST 

l.,.11 I· IOO 
loan •d'll•M• 
lO&fttepay••"' 
ln .... 9ttate 

lft-tlCl\&IQe 

loe11 2 · W0tld Ba11~ 
Lo.n ad'Wance 
loan repay"'•"' .,...,.. ...... 
lnl•••ll cl\erge 

[Q .. ~, 

AcNanc.e 
Aepayrne111 
lntere1t rat• 
1n .. re1tcha1Qll' 

1°'&1 •0v•nce~ 
'Total rep.aymenh 

· T ot&I '"1•••~t c t&a• 

~ lAX 

Ope1abtu~ ca1ft9'o•;: , .... , .. , 
k~ .. "'9'!1•"!'•' 
tn ... allO .. Me• 

Agtw:..a ... 
IMalltfvchH• 
Facl0<y II. ltanaport 

Aftnve.J .aowancea 
All"C ... ""' ton COit! 
()pe"'"ll -nc:•• 
E-"*",. ,,.., e>l IA'•I 
Alo .. nc•• 
cio .... 11-nc:• , ...... ,,""'""' 
()peNll\'IMlt.aftCel 
E-11clll- (net ol IA'al 

Alo .. nc•• 
Clo&1119-nc• 

FactOly & 1ra111PQ1T 
ClpeNl\Q_ftC .. 
E-11cltl- (nel ol IA'al 
Alo .. nce1 
Cloaang belllllC• 

l, ........... ftc: •• 

l-ptollll 

I 

·300 .. 

;oo.., 

I 

000 .. 

00 .. 
2!11''!1. 
4:>0 .. 

250 .. 
!I 

IO'lio 
3 

IOO'li. 
10 

I 

.. 

~ 

!I 
·O 2 

0 

0 
00 

I 

I 
0 

13 
0 

·O 2 

lO 7 
02 

- ~~~ 

00 
01 
01 

!10 
18 
30 
Ill 

30 
1 7 
04 
43 

10 0 
2.3 
1 2 

111 

12 
-o 4 

13 

13 
07 

I 
0 

20 
0 

03 

31 8 
·O 3 

31 ~ 

00 
I 8 
24 

18 
It !I 

5 I 

"3 
43 
4.7 
07 
13 

It I 

1 3 
1 I 

115 

5 8 It 8 

25 0 "I 

12 
·O 4 

0 

13 
0 1 

• 0 

0 
0 

03 

26 2 
·O 3 
2~ 8 

00 
1 7 
55 

15 3 
10 2 
84 

181 

13 
50 
1: 

12 3 

115 
115 

3.3 
28 7 

17 8 

78 

12 
·O 4 

0 

13 
0 1 

I 
0 

0 
0 

03 

22 0 
·O 3 

21 7 

00 
1.5 
51 

18 1 
51 
12 

117 

12 3 
41 
13 

"!I 

28 7 
113 

4 1 
42.3 

18 I 

2 1 

12 
·O 4 

0 
13 

0 1 

8 
0 

0 
0 

03 

24 0 
·O 3 

_13 ! 

00 
01 
!14 

18 7 
58 
I 1 

18 3 

15 !I 
2 1 
I 4 

112 

42 3 
1113 
58 

52 I 

. 18 5. 

42 

12 

·O' 

I 

12 
06 

8 
0 

0 
1 

02 

292 
·02 

~~9 

00 
01 
i I 

113 
50 
!I I 

17 4 

18 2 
20 
15 

117 

!12. 
53 
51 

!12 3 

"5 
13 5 

12 

·O' 

I 

II 
08 

0 

0 
I 

02 

32 9 
·O 2 

32 7 

00 
03 
1 I 

11 4 
42 
5.4 

112 

18 7 
I 0 
, 4 

UIJ 

52 3 
3 4 
51 

50 I 

13 9 

,. . 

-
12 

·O' 

I 

10 
O!I 

0 

0 

0 I 

33 7 
·O 1 
338 

uo 
05 
I 0 

112 
5.1 
!13 

110 

18 3 
, 4 

1.4 

113 

50 I 
21 
53 

41.1 

13 !I 

20 1 

\ - -
12 

·O 4 

I 

9 
o~ 

8 
0 

0 

0 1 

34 0 
0 I 

33 ~ 

00 
O.!I 
, 0 

110 
44 
5 I 

15.3 

11 3 
14 
1 4 

18 4 

47.7 
2.1 
5.1 

"5 

13 0 

20.8 

04 
II 8 
·O 3 

c' 

8 
0 

() 

1 4 
()I 

34 3 
·O I 

34 3 

00 
o.~ 

I 0 

1!13 
54 
52 

15 5 

114 
I 4 
I 4 

114 

"5 
21 
41 

43 5 

12 9 

21 4 

-
04 

II 2 
·O 3 

O• 

0 

0 
I 4 
00 

34 I 
00 

34. 

00 
O& 
I 0 

I& 5 
47 ,, 

152 

Ul4 
I 4 
I 4 

II 4 

43 5 
28 
48 

41.I 

12 • 

22 0 

- -
Al'l'E NOtX 
PAGE 3 

04 
10. 
·O 3 

I 

I 
03 

8 
0 

0 
1 4 
00 

34' 
00 

34' 

o.o 
05 
I 0 

1!12 
54 
!12 

15 !I 

11 4 
I 4 
1.4 

1114 

41. 
21 
45 

40.2 

12 5 '' 

22 4 

J 4 
10 4 
·O 3 

6 
03 

8 
0 

0 

0' 
00 

34 8 
00 

34. 

00 
00 
10 

15 5 
54 
!12 

1!11 

II 4 
00 
I 3 

15, 

402 
28 
43 

311 

11 I 

23 I 

, 12 

04 
10 

·O 3 

8 
03 

• 
() 

0 
04 
00 

00 
00 
00 

-

00 
oc 
00 

15 7 
00 
3t 

11 I 

,,, 
00 
, 2 

138 

311 
00 
38 

34.8 

80 

·II 0 

- •• 

- - ~ 

I 

l 
I 
'· I 

~ 
( 

',1 



~--- .,,.. ~- -- - • _.. 
•• . ,.. ' 

1~1 4~ ' ' .. 
' .. - - - - - - - - - - - - - - - - - - -

\GUYSUCO . PROJECTED CASH FLOW I . 
== AP Pf NlllX 1 12 

~CAPITAL AlllO INTEREST I f'ACH 3 

loan t ·IDB 

Loan ad"•"c• $ 

Lomn ••P•w••nt 04 04 04 04 04 

1ntere11 ••1• ·JOO~ ~ 12 12 12 12 12 12 12 12 11 8 
" 2 •o • 10 4 10 

1ntere1t charge ·O 2 ·O 4 ·O 4 ·O 4 ·O 4 ·D 4 ·D 4 ·O 4 ·O 4 ·O 3 ·O 3 ·O 3 0 3 03 

loan~· World 8•n9' 
loan adwaftce 0 13 0 0 
Loan repar•ent 0 I I I I I I I 

'"'····· .... ~00~ 0 13 13 13 13 12 1t 10 9 • 1 ti 8 • 
tnta•est charge 00 0 1 0 1 01 a 1 08 06 0$ 0$ 04 04 OJ 03 03 

Equ~f 

Ad•ance • 
RapayMant 
1n1era1t rate 000~ • e • • • • 8 B • • • • • • 
lntara11 charge 0 0 0 0 0 0 0 0 0 0 0 0 0 0 

T Olal adwant:•• 13 20 0 0 0 0 0 0 0 0 0 0 0 0 

ltotal ••P•W"'•nt1o 0 0 0 0 0 I 1 I 1 I 4 , 4 , 4 04 04 

\lo._, interest thatQ• ·O 2 03 03 03 03 0 2 02 0 I 0, 0, 00 OD 00 00 

. ' 
'I 

4 
·'.: 
I 

~ 
--

-~ ... _'II_,....,_,, 



. ,,.. 
//... , ,. 

1 - - - - - - - -
[GUYSUCO : PROJECTED CASH FLOW 

CASH INFLOWS 

Sugar••••• 
Mo .. aaet aales 

CASH OUTFLOWS 
O:>era111'g c.oats 

Agr•c."""'• 
lnhaatruct"re 
Factory & uanapon to OS 1 

Eatat• '"pport & •d''"n 
t1Hd othc• & c.entrat tl'tw 

Capl\&1 eaperHl11ho11e 

AQ'''"""'e 
tnt1a1tlt.1C.h1tfl 

f: actory & transpot1 to 051 

Contingency on cape• 

J ORE!GOI l XC'1 
WORKING CAPITAL 

TOTAl CASH OUT 

OIET CASH HOW 
lOAN MOVEMENTS 
INTEREST 
TAX 

NET POST TAX CASHFlOW 

. CAPIT Al VAlUE Of CASHFlOWS 

011covnt rate 

Preaent 'lilah1• tac.tor 

Ptetent wah.e 

l oteil preaent wah•• 

:_ 11'1'3•cated wal1i1• of eq"uty 

,, 

I 
30, 

• 

US Im 
11191 

180 
22 

112 

\11 

3• 
"0 
•2 
JO 

00 3 

6. 
2 'J 
lO 
ll I 

00 
14' I 

11 
0 1 

!>2 0 

38 J 
!> 0 
02 

00 

HO 

o a111 

Jll 

100 

1001 

US Im 
1992 

H• 
• !> 

10311 

2• 6 
oo 

IS!> 
!>3 

~· !>2. 

II !> 
bl 

i 1 

us 
00 

"' s 
I 1 

!> I 

•• 3 

19 6 

2!> 0 
-0 !> 

Oil 

U1 

0 81U 

30 

US Im 
1993 

102 s 
• !> 

101 0 

29. 

•• 
•• 3 
!>. 
J !> 

61. 

10 2 
6 I 

no 
)9 0 

00 
)9 0 

I 1 

0 II 

100 s 

6 !> 
UiO 
-1 3 

00 

21 2 

0 !>1110 

11 

US Sm 
1119• 

108 2 
• !> 

110 1 

3• 9 

• e 
20 Ii 
82 
J8 

10 1 

s. 
6 I 

2J 1 

JS 0 

00 

JS 0 
1 I 

00 

104. 

113 
1110 
·2 I 

00 

20 2 

0 31112 

• 

'. .. 

- -
US Sm 

1119!> 

106 I 
• s 

110 e 

3• 1 
• 8 

18 3 
82 
38 

610 

S6 
28 

"I I 
30 2 
00 

30 2 
I I 

03 

91 • 

13 2 
00 
·2 1 
00 

II 1 

0 3011 

3 

US Sm 
1998 

92 1 
• !> 

98 6 

JO I 
• !> 

19 1 

!>!> 

38 
61 !> 

~ 0 

2 b 
70 

1• 6 
00 
,. 0 

I I 

0 I 

81 1 

1!>0 
·!> 0 
·It 

·• 1 

J 9 

!> s 
0 2362 

-
US Im 

11191 

8J 1 
• s 

8111 

J2. 
• !> 

18 1 
o I 
lb 

UI 

• ? I. 
• b 

10 2 
00 

10 2 
1 I 

0 1 

7J e 

23 1 
·!> 0 

·I 8 
·8 I 

11 Q 

es 
Q 1111 

2 

\ - -
US Im 

1998 

8J 1 
• !> 

s1 e 

32 I 
• !> 

18 9 
• 1 

J8 
&3 e 

!> I 

1 9 
J • 

10 Q 

00 
10 9 

I I 

0 I 

IJ I 

23 9 
·!> 0 

·1. 
·8 8 

10 8 

1 !> 
01381 

I 
US Sm 

1998 

83 I 
• !> 

878 

J2. 
• !> 

18 9 
• 1 

J 6 

bl s 

4 4 

1 8 

3. 
10 2 

0 0 
10 i 

11 

00 

726 

2!> 0 
·5 0 
·I 1 

·8' 

II g 

• !> 
0 101!> 

-
ussm 

2000 

VJ I 

4 ~ 

91 8 

32 ' 
• !> 

18 g 

4 I 

J6 
63 J 

~· 1 9 

31 
II 1 

00 
II I 

I I 

00 

73 J 

2• 3 
·5 4 

·O 8 

·1 ll 

10' 

·~ 0 OU7 

-
us•m 

2001 

83 I 
4 !> 

111 8 

JI I 
4 ~ 

118 
4 I 

J ti 
8J 0 

4 I 
I 9 
JI 

10 ~ 
00 

10 ~ 
·11 

00 

12 3 

2!> 2 
·5 4 

·O 7 
.7 5 

II 1 

10" 
0 0138 

-
- ... - -

APPENDIX 7.13 

USS1t1 
20~2 

83 I 
4 ~ 

81 6 

JI 6 
• !> 

II 9 
O I 

3 6 
12 1 

~· I g 

3. 
11 2 
00 

11 2 
·I I 

00 

12 8 

2•. 
-~ 4 

·O o 
·1 7 

I I 3 

11 ~ 
00 ... 

US&"' 
200J 

UI . ~ 
1116 

31 6 
• !> 

18' 

• I 

36 
62 1 

~. 

00 
31 

'J 
00 
93 
I I 

00 

10 8 

26 7 
·O o 
·O 4 
·1 II 

II 0 

12 ~ 
0 0371 

Pt•Pflu•lr 

60 

12 ~ 
0 0371 

2 

•• 
\i ~, 

l 

;i 

* 
,. 
I 

";• 



-
• 

' ~ 

-,. 
, .. .. 

#~~ ""' 

.,. 

- - - - - - - - - - - -
[GUYSUCO : PROJECTED CASH FLOW 
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