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INTRODUCTION

The Guyana Sugar Corporation came into being as a State owned
entity in 1976 when it was nationalized after the estates were in
toreign ownership for centuries as outlined in the Historical
Reflections write-up later in this Report.

After nationalization, the Sugar Industry continued to play a pivotal
role in the overall economy of Guyana. Besides being the largest
employer, after Government, it was a main generator of foreign
earnings and touched the lives of the people of Guyana in many ways.

However, in the past decade, there has been a downward trend and
GuySuCo now requires bailouts to exist, This is a far cry from the
days when colonial British Guiana (BG) was synonymous with
Bookers Guyana.

Production Trends

In 1940, the Sugar Industry produced 155,813 mt of sugar. The annual
production increased to 211,542 mt in 1951 and climbed to 327,456
mt in 1960. With the exception of six years, annual production above
300,000 tons was achieved during the period 1960 — 198}1. From
1981 unto 1999, production dropped below 300,000 mt.

In the years 2002, 2003 and 2004 production levels were 331,052,
302,379 and 325,318 mt respectively. However, since 2005, annual
production has been below 250,000 mt annually with production for
2014 being 216,358 mt. The projection for 2015 stands at 227,000 mt.

From the years 2008 unto 2014 annual sugar production continued to
be under 230,000 mt with its revenue base declining from G$32.1 bn
in 2008 to G3$23.2 bn in 2014. Not surprisingly, for the said period
there were losses each year and this loss position worsened from
G$5.2 bn in 2008 to that of G$17.4 bn in 2014, That unacceptable
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level of performance required Government’s intervention by way of
subsidies in the years 2011 to 2014.

1.6 Following General Elections in May 2015, the new Government,
conscious of its limited financial resources and consistent with its
previously expressed position, declared that Government bailouts and
providing guarantees for increased borrowings were not sustainable
tor the Industry.

1.7 The Hon. Noel Holder, Minister of Agriculture in pursuance of
Cabinet’s decision, appointed a Commission of [nquiry to investigate
and inquire into the current state of GuySuCo and to prepare and
submit recommendations for the way forward.

...........................................................................................................................



2.0

TERMS OF REFERENCE OF THE COMMISSION

The Government of Guyana wishes to develop a plan to bring the
Industry back to profitability, and assure its long term environmental
and economic sustainability. The Consultants tasked with
development planning for this purpose, and taking under
consideration the above stated considerations, will undertake the
tollowing:

1) Investigate and inquire into the cwrent state of cane cultivation,
production, and marketing of sugar, molasses and other by-
products including power as well as 1) GuySuCo the State-
owned enterprise, which has been operating since 1976 the
nationalized Bookers Sugar Estates Ltd and ii) private cane
farmers.

2)  Coverage of the investigation and inquiry should ensure that its
reporting and recommendations address the following
operational areas:

A) Agriculture {mechanization vs “mechanical- friendly” field
layout, etc.); tillage and planting (ratooning, flood and legume
fallowing, husbandry practices, etc.); accessibility and cane
transport (tractors, punts, roads, canals, etc.); drainage &
irrigation; cane quality.

B) Factories (maintenance, repairs rehabilitation/replacement,
recovery and other efficiencies)

C) Management (organization quality, communication and
reporting, legal obligations, etc.)

D) Procurement (timeliness, efficient materials management,
cost effectiveness, waste, and poor practices and transparency
concerns)

E) Finance (cash flow, profitability, indebtedness, investment
screening and evaluation, ete.)
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F) Marketing (bulk and value-added products, by-products

¢. v, molasses. etc.)

=

() Private cane growers (long-standing, recent and future

recruits)

H) Community obligations (housing, roads, services, etc.)

I) Environment (floods, drought, chemical applications. health
and water-borne atlments, erc.)

J) Weather events (community and industry weather events
adaptation, long-term climate threats, etc.)

K) Previous industryv-wide plans (Strategic Blueprint 2009 -
2013 and Strategic Plan 2013-2017)

L) Diversification (in the widest sense: new uses for industry
assets, by-products utilization value-added, and
industrialization of sugar)

M) Special circumstance of Skeldon {(re-visit Skeldon Supar
Modernization Project)

N} Research & Development (special areas: imechanization,

Drainage & Irrigation. training, technalogy applications, and
capital expenditure evaluation)

0O) Human Resources (labour supply, industrial relations
training and skills development. health and safety)

Prepare a Road Map ltor the Way Ahcad for 2016- 2030,
structured into five vear intervals which state goals and
modalities of implementation.

Examine avenues/opportunities to make the industry viable in
the near future. In the event it is not realizable, then all other

options including diversification and divestment will be
considered.
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5)  Report tindings of Commission ot Inquiry to Cabinet via the
Minister of Agriculture.

6)  Any other related matters.

Approach and Time Frame

g

The Consultants will work closely with the Interim Management
Team of GuySuCo in undertaking the assignment. In addition, they
will consult with other GuySuCo officials in the field, factory, human
resources and finance departments and will have access to all
technical and financial records thereto appertaining. They will also
liaise with Cane Farmers as required.

bJ
9

It is expected that the assignment as specified above will be
completed over a period of 92 days, commencing July 1 through
September 30, 2015, The Consultants will submirt draft hard copies of
the plan to the Minister of Agriculture for review by Cabinet within
70 days of commencing work. Following the review process, the
consultants will submit to the said party both an official hard and an
electronic copy of the plan.

APPOINTMENT OF COMMISSION OF INOUIRY

2
(8]

Cabinet approved the appointment of the following persons as
members of the Commission of [nquiry:-

'LVibert Parvatan - Chairman
Prof. Clive Y. Thomas

Member (Financial and Economic Analysis) '

Dr. Harold B. Davis Member (Agronomist)

John A. Piggott - Member i (Agronomist)

John D. Dow - Member ' (Factory Operations)

- George James - Member “(Sugar Processing)




Joseph L. S. Ah‘red - '\/lcmber zi(FaLtor\ ()pcrauons)
T\owanv Persaud - ; Member v (Human Resources & Industrial
Relations)

?Iaudt, E. Houqt\ - Member ; (Marketing)

%eepaui Narine : ] o

(replaced by Aslim Member - (Guyana Agricultural Workers Union)
' Singh) - ] ’

Omadan Lhandan 1Sauetan B
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HISTORICAL REFLECTIONS

In the 17", 18" and 19" centurtes and to the early vears of the 20"
century, Sugar was the mainstay of the Guyanese economy and was
the Country’s most tmportunt socio-economic activity. Unto the early
19" century. production was done by a comparatively large number of
small estates, ecach with 1ts own “factory” using traditional
technelogies.  These estates were manned by slave labour imported
from West Africa. The market was the colonial mother country and
demand was greater than production, creating something ot a sellers’
market.  The colontal relationship and the existence ot a sellers’
market ensured the Guiana Industry enjoyed a protected market with
fawr protitability.

In 1815, Guiana hinally became British by the Treaty of Paris which
ended the Napoleonic Ways. In 1807, the Slave Trade had been
abolished and in 1833, the slaves thraughout the British Empire had
been emancipated. As a result, the labaur supply dried up and many
estates became bankrupt and were abandoned. However, a number of
estates held on, such as those owned by the Gladstone family, which
tried to meet their labour needs by importing tndentured workers from
several countries, finally settling down by bringing warkers from
India. By 1850, the Industry began 1o revive.

At that juncture, two big companies, Booker Bros. and Sandbach
Parker bepan to consolidate the various estates. The consolidation of
most of the estates under Bookers Sugar Cstates brought great
economies to the Industry and with the use of improved technology.
particutarly the vacuum pan, the Industry seemed well on the way
towards permanent stability and profitability,

From the cnd ot the [860's until the 1960°s, there ensued a bitter
struggle for better conditions and wages.  Notable gains were
achieved by the workers, especially in hours of work, housing and
wages.
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In addition to having to confront an increasingly militant worktorce,
the Industry was faced with competition of cheaper sugars from the
newly acquired colonies of Mauritius and Natal. The steady expansion
of the continental European beet sugar production, and the strong
movement in Britain itselt towards free trade resulted in Britain
buying cheaper Cuban slave-grown sugar further strengthening
competition. Despite these negative trends, the Guyana Industry
managed to hold its protected British Market and later the European
market with preferential prices.

The Sugar Industry remained protitable over succeeding decades and

became pillars in the economic social and cultural landscape of
Guyana.,

In 1966, Guiana attained Independence and the Sugar Industry
continued to be privately owned and remained the largest employer
impacting on the economic and social streams of Guyana's
f.andscape.

The Sugar Estates were nationalised in 1976. Nationalization brought
its own challenges with the ongoing exodus of experienced and
knowledgeable managers which affected succession planning.
However. the discipline, good work ethic, commitment, acceptable
work standards which were well entrenched, continued for a while,
but then slowly declined as the culture changed. and discipline was
undermined. People had to adapt to a harsh economic environment
where the quality of life deteriorated and the exodus of skilled and
capable persons continued.

In the late 19807s a process of privatization was reactivated and many
state owned entities were privatized. The treeing up of the economy
ted 1o a period of economic growth and development in Guyana over
the past recent years. Though talks for privatizing GuySuCo had
started, they were never finalised and the Industry remained in State
ownership.
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4.0

METHODOLOGY

Priority was given to the collecion of needed and relevant
information to build a solid data base. The Commissioners™ special
knowledge, training and experience permitted the establishment of
five  Sub-Committees with specific areas of responsibilities
demarcated as follows:

These were:

e (Chairman - Vibert Parvatan
s Financtal/Economic Professor Clive Thomas
e lactory - Mr. John Dow

Mr. Joe Alfred

Mr. George James

o Field - Mr. John Piggott
Dr. Haroid Davis

e Human Resources
& Industrial Relations

i

Mr. Nowrang Persaud

» Marketing - Mr. Claude Housty
e Omadatt Chandan - Secretary

Visits to the Suear Estates

Visits were made to all of the Estates where Commissioners met with
the Dstate Managers, Heads of Departments, other levels of
Managerial and Supervisory Staff, Workers, Union Representarives,
Members ot the Community and Cane Farmers. Emphasis was placed
on the Field and Factory operations, Industrial Relations and Human
Resource Management as well as General Management.

Public Notice

By way of public notice and by direct approaches, persons were
notified and others invited to appear before the Commission and
present their submissions which were cordially discussed.



4.6

Responses

Two past CEO’s and two past Directors of GuySuCo, Heads of the
Business Community, Trade Unions in the Industry, Accountants,
Economists and Scientists and Research Workers of GuySuCo and the
Ministry of Agriculture, International Agencies including Tate and
Lyvle and Czarnikow, responded. They exhibited keen interest in the
exercise and appeared before the Commission to share their
experiences and advocated approaches which may be adopted.

Some were content to share their views away from the formal sessions
by way of correspondence.

Reports

The Ministry of Agriculture and members of the current Interim
Management Committee plus senior staff of GuySuCo made available
several reports dealing with the Sugar Industry including Business and
Strategic Plans of GuySuCo and documents prepared by International
agencies over the past several years,

Cognizance was also taken of the many views expressed in the media
and the views given by interested parties informally.

Given the aforementioned, Commissioners received the necessary
information on  GuySuCo to facilitate examination, in depth
discussions and consideration of various options leading to the
identification of the many issues and causative factors leading to the
marked decline in the performance of GuySuCo and considerations on
the way forward.

L T P LY P PP T PR PYY TN
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EXECUTIVE SUMMARY

Aimed at ensuring a thorough and in- depth examination and analysis
of the many and varied activities of the Guyana Sugar Corporation, in
the manutacture and sale of sugar and its by-products, while
recognizing the special skills, knowledge, and experience of
Commissioners, five Sub-Committees of the COl were established for
the study.

Those were:-
e Human Resources and Industrial Relations:
e Financial and Economic:
e Agriculture;
e lactornv: and
o Marketing

THE FULL TEXT OF EACH REPORT IS PRESENTED IN
VOLUMES 2 AND 3.

As a consequence, this Suntmary complements those Reports and
carries only a synopsis of the said Reports.

However, this summary focuses specitically on IDENTEFYING
THE CAUSATIVE FACTORS which jeopardized and relegated
GuySuCo in recent vears to its present unacceptable state of — low
levels of production, not generating a profit. having a huge debt
burden and being dependent on Government subsidies.

Taking o account the causes, the prevailing environment, the
financial needs of the Corporation and the limited resources of the
Govermment. RECOMMENDATIONS have been made herein, with
the objectives ot arresting the downward path of the Sugar Industry of
Guyana.  Also. to place the Industry on a new path of recovery,
wherein its glory of vesteryear can be restored, and to regain and
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maintain its meaningful and positive role in the life of the Sugar
Workers, the people of Guyana and the Guyana Economy.

The Guvana Sugar Corporation camme into being as a State-owned
entity in 1976. It's stated MISSION: -

“To be a world class sugar industry producing high qualiry
sugar and added value hyv-products. while ensuring customer
satisfaction, emplovee development, eavironmental protection
and safe working practices. In so doing. it will achieve growth
and sustained  profitability in anv  foreseeable marketing
situation in order to coniribute 1o the economic and social
development of Guvana. ”

Unfortunately, much to the distress and concem of the Government of
Guyana, the sugar workers and the people of Guyana, GuySuCo has
tost its way and could lay no claim to realizing those objectives.

GuySuCo is insolvent! It has been in that poor financial position in
recent vears. Achieving growth and sustaining profitability as worded
in GuySuCo’s Mission Statement are currently unrealizable goals. On
the contrary, GuySuCo’s debt burden as at July 2015 stands at
($82,560,783,498.

THE DECLINE

Sugar production has been on the decline since 2005 dropping from
325318 mt in 2004 to 216,358 mu in the vear 2014, (See attached
“Appendix 17 for details)

5 The Corporation LOSS POSITION worsened and climbed
significantly from the year 2009 as shown hereunder.
Year | 2009 . 2010 | 2011 2012 | 2013 . 20014 | 20015 |
o z | (Projected)
GSbn| 23 | 64 79 0 71 17 [o174 150
14 } g
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5.7
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I'he continued and escalating loss positions necessitated the injection
of Government subsidies as listed below:-
GOVERNMENT SUBSIDIES
Year 2011 T2012 2013 2014 2015
. GSbn 1 0.7 4.0 5.4 6.0 118
There has been a tendency to deem unacceptable levels of
performance in Agriculure as an “Act of God”. This is certainly not
the situation with the Guyvana Sugar Corporation.
The continued decline and unacceptable levels of performance, which
worsened, especially over the last six years, can be attributed to many
tactors.
GLYSUCO'S SEVERAL BUSINESS AND STRATEGIC PLANS

Some of the causative tactors which have been 1dentified by this
Commission are not new to GuySuCo. An examination of the many
Business Plans and Strategic Plans prepared by GuySuCo over the
past decade would highlight similar issues/problems. However, those
plans projected levels of production which were over optimistic and

unrealistic.

The main 1ssue ol starvaton of needed funds vital to the

day to day operations ot GuySuCo were not resolved and as a
consequence Kept recurring year after vear. (See attached “Appendix
2" for details)

Common 1ssues were extracted from the following reports:

s 1Jd —

=

GuySuCo Business Plan 2005 -2015
GuySuCo Business Plan 2006 - 2013
GuySuCo (The Way Forward) 2008
GuySuCo Business Plan 2008 — 2016
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5. GuySuCo Business Plan 2010 - 2019
6. GuySuCo Strategic Plan 2013 - 2017
7. GuySuCo Business Plan 2015 - 2017

COMMON ISSUES AND NEEDS IDENTIFIED IN GUYSUCO'S
BUSINESS AND STRATEGIC PLANS OVER THE PAST
DECADE

o Limited cash, limited investment, shorter out of crop
maintenance and declining recoveries.

» Improve management practices leading to better use of
resources.

e Substandard work practices and poor supervision.

o [nsufficient canes to supply factories.

» Shortage of skilled operators.

o Low cane yields and quality.

¢ [nadequate labour turn out and disputes.

o Inadequate training in general.

» Reducing unif cosis.

s Inability to achieve the projected grinding hours, substandard
work practices and poot supervision.

o [nability to procure key inputs in a timely manner.

s Higher than anticipated wage increase.

s [nability to make the necessary capital investments due to poor
hquidity.

» Shortage of key materials {inputs such as fuel, tertilizers and
spares)

» Exodus of skilled personnel.

¢ Divest underperforming assets (Herdmanston House, Ogle
Estate, Health & Community Centres)

* The current criteria of qualification for all production incentives

fixed at 80% of days available is ineffective to motivate better
attendance.
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Unresolved /prolonged technical difficulties with the new
Skeldon tfactory

Inadequate labour turnout.

Inclement weather hinder sequence and timing of all operations.
Unpredictable industrial relations climate.

Unreasonable union demands.

Loss of skilled and experienced staftf to migration, construction,
gold and rice industries and other sectors.

Nos-achievement of targets for 6 months flood fallow.
Non-achievement of replanting 1argets.

Continued shortcomings in the quality of drainage.

Contimued shortcomings in ratoon cane maintenance.

Slow progress in the mechantzation of agricultural operations.
The etffectiveness of agricultural management.

Delays in procurement ot items for industry.

Declining production resulting in low cash reserves attecting
the corporation ability to reinvest in the industry and retool the
industry with critical capital items needed in order to achieve
the targeted yields and levels of production and efficiency.

CONCERNS BY BOOKER TATE

Booker Tate’s Business Manager for the Caribbean, afler the Skeldon
project came on stream with its negative eftects on liquudity, and the
adverse accumulative effects of cutting back on capital programmes
were apparent, raised concerns as [ar back as the vear 2007.

INSOLVENCY PREDICTED

In a memo from Mr. Errol Hanoman, Booker Tate Business Manager,
dated October 1, 2007 to the Chairman of GuySuCo, serious concemns
were expressed with regard to “GuySuCo’s 2008 budget and
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Business Plan’. The prognosis was scrious and disturbing. Extracts
of that memo are re-stated hereunder:-

e The proposed Budger should be viewed within the broader
framework of the Business Plan. Taken together, we see a set
of results which indicate that the industry would not survive
hevond 2009 Ir should therefore not be considered in
isolation. This means that the Board of Directors should be
alerted o the results of the draft Plun.

o The Budget as it stands at the moment coupled with the draft
Plan indicare thar the Corporation has reached the cross-
road where critical decisions necd to be urgently taken or
else the industry is in real danger of becoming insolvent. The
basic message coming out of the proposed Budger und
Business Plan cannot be ignored”.

o The business is In danger of becoming insolvent by 2009,
Cutting the Caprial Programme yvet again is a short term
palliative as it brings increasing risk 1o the business and
turther defers the achievement of the AIP and FIP. which in
turn furiher aggravates the liguidiny problem.

Given the then status of GuySuCo as a State Entity. prompt
consideration. intervention and resolution would have been expected
from the Government and the Board of Directors. In the absence of
any specified or definitive response, the status quo continued and so
did the dechine in productivity and production associated with greater
tinancial loss.

LIQUIDITY

In examining the poor financial position and its “spin-off” effects, it
will be noted that GuySuCo worsened it's liquidly problems, with the

18|
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harsh negative impact on field and factory operations, when the
Skeldon Sugar Modernization Project (SSMP) came on stream.

The Skeldon project continues to attract attention, discussion and
criticism. This ambitious program which was planned in 1993 aimed
at increasing acreages, production and reducing the unit cost of sugar
production in Guyana to US7 cents per pound.

THE SKELDON SUGAR MODERNIZATION PROJECT
(SSMP)

The project commenced in 2003. Given the forewarning by the

European Union that preferential prices would be reduced starting
2006 and continuing in the following yecars, it seems, in retrospect,
that from a business and economic standpoint, the decision to pursue
the Skeldon modernization project may not have been logical and
based on sound considerations. This project was initially estimated to
cost US$165 m but eventually ended up at US$187m. With funding
trom the World Bank — US$56m, Exim China Bank ~ US$32m, CDB
~ US$24m and GuySuCoe -US$53m. The financing of the project was
made available from 2005.

The intention was that GuySuCo’s contribution of US$33m would
come from planned sale of lands. This did not materialize and
GuySuCo used its own resources, thus depleting its working capital. It
should be noted that the funding in the escalation in cost from

USS165m to US$187m came solely from GuySuCo’s own resources.
At the end ot 2004, GuySuCo’s bank balance was G$4.2bn.

FROM THE COMMENCEMENT OF THE SKELDON
PROJECT IN 2005, WHEN GUYSUCO HAD TO INITIALLY
CONTRIBUTE US$25m FROM ITS EU RECEIVABLES OVER
A PERIOD OF EIGHTEEN (18) MONTHS COMMENCING IN
2005, THE CORPORATION’S LIQUIDITY DECLINED
RAPIDLY. AS A CONSEQUENCE, GUYSUCO BECAME
HEAVILY DEPENDENT ON BANK OVERDRAFTS, AND
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EXTENDED CREDIT PERIODS TO MAINTAIN THE
OPERATIONS OF THE BUSINESS, THIS WAS THE START
OF THE DECLINE OF GUYSUCO’S FINANCIAL POSITION
LEADING TO ITS PRESENT STATE OF INSOLVENCY.

THE DECLINE IN LIQUIDITY RESULTED IN A LACK OF
CAPITAL INVESTMENT IN GUYSUCO’S OTHER ESTATES
IN FIELDS AND FACTORIES. THIS CONTRIBUTED TO THE
MARKED DECREASE IN CANE AND SUGAR PRODUCTION,

The financing of part of the Skeldon Project from the Corporation’s
working capital (US$72m). the decrease in the European price and the
sigmticant dechne in sugar production all of which occurred within a
short tme trame, resulted in:

o Dependency on expensive overdratis for working capital.

» [xtended delays in meeting creditors” payments. Creditors then
refused to supply, or demanded payments in advance.

¢ Minimal capital expenditure for all facets of the business.

e Late procurement of critical inputs resulting in late fertlizing and
late application of chemicals for example.

¢ Significant loss of revenue.

e Reliance on the Government of Guyana for bailouts.
In addition to the initial expenditure the Skeldon Project required

other payments were estimated to be LIS$7.0m for corrective work
after commissioning.

THE EFFECT

This had a debilitating effect with very limited resources thus
inhibiting its ability to provide funds for essential works needed on
other Sugar Estates. Those Estates from Uitvlugt to Albton sutfered as
a consequence.

20



5.20 The effect was not only evidenced in declining yields and reduced
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factory efficiencies but led 10 a demotivated and demoralized staff at
all levels. With the carlier exodus by way of migration of staff,
especially those knowledgeable managers, and the sending off of
experienced staft, upward mobility and re-designation of persons led
to a lack of needed skills at various levels in the industry. The quality
of leadership at all levels was compromised.

Commitment, dedication and motivation so vital for performance
were eroded and this situation was even worsened by what past and
some present staff described as “external/political interference™. Such
interventions are not new in State owned entities in Guyana but may
have varied in frequency and intensity. It is part of the landscape of
State owned entities.

With a debt burden of G$82bn, comparatively poor yields, poor cane
quality, unusually high labour costs estimated to be 65% (of touwal
expenditure), unrealistic demands by unions, shortage of labour in
some areas, underutilized tactories and having high “out of cane”
periods and the unavailability of vital inputs due to tack of funds, all
fed to the critical state of affairs tacing GuySuCo.

The present situation is that every sugar eslate now runs at a loss. (See
“Appendix 3" for details)

PROJECTED CAPITAL NEEDS

The projected capital needs for the year 2016 are estimated to be

(G$3.0bn.

WHAT _WERE THE MAIN ISSUES WHICH LED TO THE
CURRENT POOR UNACCEPTABLE STATE OF GUYSUCO?

Among those identified by the COI are the following ten (not
necessarily in any particular order):-

21



I1.

HL

1v.

MISMANAGEMENT OF HUMAN,
FINANCIAL AND MATERIAL RESOURCES;

ABSENCE OF MOTIVATIONAL AND
EFFECTIVE LEADERSHIP AND LACK OF
BUSINESS ACUMEN;

UNAVAILABILITY OF FINANCIAL
RESOURCES TO FUND, ON A TIMELY
BASIS, ESSENTIAL CAPITAL AND
ROUTINE WORKS;

DEARTH OF RELEVANT EXPEREINCE
AND KNOWLEDGE RELATING TO THE
UNIQUENESS OF THE SUGAR INDUSTRY
NOTHWITHSTANDING SOME NOTABLE
EXCEPTIONS;

GAWL’S INSENSITIVITY TO THE
REALITIES OF THE SUGAR INDUSTRY,
ESPECIALLY ITS DETERIORATING
FINANCIAL POSITION AND OTHER
CHALLENGES. THIS IS REFLECTED IN
THE UNRELENTING UNION DEMANDS
LEADING TO ESCALATING LABOR COSTS
WITH NEGATIVE REPERCUSSIONS ON
THE MORALE OF THE MANAGEMENT
TEAM AND GIVES THE IMPRESSION OF A
CHAOTIC ENVIRONMENT IN THE
INDUSTRY;
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IX.

MARKETING CONSTRAINTS INCLUDING
LOSS OF E.U. PREFERENTIAL PRICES;

INTEMPERATE OVERSIGHT
EXACERBATED BY POLITICAL
INFLUENCE ON THE ORGANIZATION;

NOT ADHERING TO, OR BEING GUIDED
BY, BASIC AND WELL ESTABLISHED
PRACTICES ESPECIALLY IN
AGRICULTURE. THIS WAS
EXACERBATED BY THE 2005 FLOODS IN
THE DEMERARA ESTATES;

FAILURE TO RECOGNIZE THAT
GUYSUCO IS IN THE FINAL ANALYSIS A
BUSINESS WHICH MUST BE RUN
PROFITABLY IN ORDER FORIT TO
SURVIVE; AND

FAILURE TO DEMONSTRATE
APPRECIATION OF THE NATIONAL ROLE
OF GUYSUCO, IN TERMS OF ITS
HISTORIC AND POTENTIAL
CONTRIBUTION TO THE SOCIO
ECONOMIC WELL-BEING OF GUYANA.

COST OF PRODUCTION

Profitabifity depends on a simple equation. Price — Cost ot Production
= Profit. Given the fact that GuySuCo is a price taker since it cannot

influence the market price. Therefore by deduction, the focus must be

231



wn N
N )

on reducing costs if it is to make a profit. Obviously, the focus must
be on production cost containment and reduction.

LABOUR COSTS

Currently, the major cost item is employment which has been
climbing over the vears. (See¢ “Appendix 4" for details)

Among the factors influencing labour costs are: -

1. Unrelenting demands from GAWU which represents practically
all of the employees as detailed in the HR and IR reports.

Of particular note are the following: -

a) Across the board wage increases which have no bearing on
internationally recognized criteria for wage increases such
as;

e Ability to pay

o (Comparability with other employers in the
community; and

e Internal relativity.

None of those criteria is applicable in the GuySuCo context, although
it 15 not making a profit.

The current earnings of Sugar Workers compare favourably with other
categories of workers in Guyana. This observation in no way negates
recognition of the ditticult and challenging conditions which fieid
workers face.
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A SAMPLE OF THE HIGH ANNUAL FARMNERS IN THE
INDUSTRY (PIECE WORK)

Most persons may be surprised to learn of the earning potential of
emplovees of GuySuCo, as the regularity of strikes in the industry,
may suggest the contrary.

Tvpe of Work GS Annually
Harvesting {(cane cutters) 2.470,339
Cane transport 2,972.976
Mechanical Tillage 2911193
Freld workshop 2.627.569
Planting 1,833,487
Fenilizing 1.973,438
Pest Control 1,890,380
Weeding 870,771

Average Dailv Gross Pay 2014

'"Avcrage Daily Gross Pay GS$ | Number of
Employees
S0 - 2,000 431 |
2.000-4000 5,293 a
11,000 - 6,000 6.939 o
000 so00 S0 }
18,000 - 10,000 736 |
10,000 168 N
16,464 |

5.28 Furthermore, the current very costly set of bonuses and incentives
which should be anchored on higher attendance at work and higher
productivity, continued to be paid despite the fact that attendance has
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been dropping, production has been declining and significant losses
being incurred.

Another signiticant contributor to increasing employment costs is the
pavment of additional amounts tor so called “extras and obstacies”
based on anachronistic “custom and practice”™.

[t has been well established and known that GuySuCo’s production
costs are comparatively high, with labour costs being the significant
component. Yet, between the vears 2010 to 2014, when sugar
production was declining and GuySuCo’s declared loss increased
every year, wages and salaries climbed markedly. These figures are

as shown hereunder:

Year 2010 2011 2012 213 2014

Production mt ' 220,819 | 236,577 217,723 | 186,755 216,358

- Loss G$bn 6.4 7.9 7.1 117 17.3

Employment  14.5 17.2 17.9
- cost GSbn

18.5 20.8

5.31

Given that backdrop, it is amazing that in 2011, following a job
evaluation cxercise, salaries and wages were increased with many
workers receiving more than 50% increase.

This review raised the annual salaries and wages bill by G$1.8bn.

Berween 2010 to 2014 employment costs increased by G$ 6.3bn,
the equivalent of 43%. This was done during a period when
GuySuCo was rununing at a loss. The question of affordability
seemed not to matter. (Government had to intervene with bail
outs during the vears 2011 to 2014.

In GuySuCo’s high production costs, the labour component is
now estimated to be 65% of total cost.
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CONSIDERATIONS FOR REDUCING COST

Mechanization of field operations to be increased;

Re-engineering GuySuCo’s cost structure:

The rationalization and cut back on staft in various areas including
security, field staff at LBI estate and head office statt:

A moratorium on wages and salary increases for at least a year:
Reducing the Skeidon factory from 312 workers;

Disposing ot the Ogle site;

Relocate head oftice to Enmore;

Relocate information systems department to Enmore (saving on
annual rent);

Relocate the Ogle diagnostic centre to Rosehall {(reducing cost);
Dispose of existing property and lands currently underutilized:
Hand over sports ground to the appropriate ministry;

Gradually phase out its social services in health and sport in the
communitres:

Rationalize the structure of the corporate oftfice:

Making greater use of 1T

Rationalize the managerial and supervisory structure of each
gstate;

Encourage farmers to take over estates’ cultivation — lands to be
leased to them;

Rationalize custom and practice;

Close field operations on weekends;

The outsourcing of services wherever practical; and

Change collective bargaining agreements.

(Some of these recommenduations have been extracted from internal
correspondence from GuySuCo)
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GLUYSUCO’S WORKERS BEING TRAINED AT GAWU

LABOUR COLLEGE

It was quite surprising to learn that GuySuCo (employer) has over the
vears 2011 - 2013 been sending its cmployecs for training at the
Trade Union’s college.

The annual cost to GuySuCo is estimated at G$4m. Man days lost
from 2011 to August, 2015 totaled 3,890.

The course content included:

s Visits to the Cheddi Jagan Research Centre / Thunder in
Guyana.
¢ The importance of ideology and Marxism / Leninism as the
ideology of the working class.
s (apitalism — Imperialism — Globalization.
From the aforementioned, 1t would appear that the employer
{GuySuCo) 1s funding training through the union representing the
empioyees, 10 be supportive of the union in their very frequent
disputes. This costly exercise should be discontinued.

BOOKER TATE

Booker Tate has been associated with the Sugar Industry in Guyana
for decades. Its contract for the Management of the industry started
well when wages were increased in early 1990°s which led 10 better
fabour turm out and high production.

When they were asked to cut their statt and later were terminated,
there was a loss in Managerial skills especially coinciding with the
exodus of trained Guyanese. A problem with that Booker Tate
contract was that it focused on production and not profit. Booker Tate
was awarded a second contract to Project Manage the SSMP.
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Many questions have been raised on the Skeldon Sugar Modernization
Project in particular the selection of the contractor.

The International Standards of formal tendering, evaluation and
selection were tollowed and the decision makers were Booker Tate,
GuySuCo’s tap executives and Government Otficials.

Given the poor performance of the Chinese Company selected —
CNTIC for the Skeldon factory project, on looking back it was not a
good decision.  Problems plagued the project and the many
technical/operational problems could not be resolved by CNTIC.

Saourcig trom Brazil or India may have been a better choice.

Booker Tate's complaints were not resolved, including their
recommendation 10 terminate the contract with CNTIC and Booker
Tate taking over as contractor. Their advice to GuySuCo not to accept
and takeover the factory project was ignored.

Difficuities still continued necessitating much expenditure in
replacing poor quality equipment. The selection of the Dittuser
System. instead of miils for juice extraction, brought its special
problems with inexperienced personnel to deal with i.

T'he supervision of the tield and factory works by Booker Tate was
below ¢xpectations. As of now (October 2015) some of the land
development involving conversion and layouts at Skeldon are vet to
be completed.

CANE FARMING

Private Cane Farmers should be encouraged to have greater
mvolvement in sugar production. Their invalvement at Skeldon,
Wales and Uitvlugt plays a signiticant role in the operation of those
cstates.
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5.46

The Wales Cane farmers expressed interest in leasing additional
acreages of the cultivation leading to taking over all of the GuySuCo’s
cultivation at Wales. This should be pursued eagerly by GuySuCo.

The various problems reported by Cane Farmers, need to be ironed
out to eliminate suspicion and fear they harbor. One such case, is the
juice quality given to Cane Farmers (TC/TS) and another is the timely
harvesting of their canes. The level af Cane Farmers financial reward
has declined.

CLOSURE OF SUGAR ESTATES

The possibility of closure of some estates based on their comparative
low levels of production and consistent loss positions, received much
discussion and even debate. In the tinal analysis, two commissioners
supported closure, while the remaining eight opposed such a
recornmendation.

Commissioners were aware that the closure of estates, especially in
Demerara had been recommended and considered in previous studies,
but thought it not prudent to make such a recommendation at this
ume.

They took into account the current state of the economy which lacks
vibrancy, with awareness ot the problems in the rice industry, the low
market price of gold and the level of unemployment.

Cane farmers from Wales Estate and the No.2 Canal areas expiained
to the Commissioners that they had invested millions of dotlars in the
acquisition of agriculftural machinery and also invested millions of
dollars in the growing of sugar cane as encouraged by GuySuCo.

Thetr expectation is the harvesting of their crop over at least a three
vear period atter planting and having access to sugar tactories for the
sale of their product. Based on these considerations, it seemed
Inappropriate to advocate the closure ai this time of any sugar estate.
That subject is likely to surface in the future, but it will necessitate
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forward planning and discussing with farmers such a plan with
adequate notice to phase out their operations.

The etfect of closing any cstate without planning and adequate notice
to cane farmers has serious consequences, not only for the employees
and private tarmers but for the communtties as well.

DECLINING YIELDS AND STAFF MORALE

In the scenario where limited funds constrained the tield and factory
operations and contributed 1o declining yields, there was a serious
spin oft effect on staff. That situation demotivaied some staff
members whose commitment and dedication were nultlitied.

EUROPEAN PRICES AND CHALLENGES

The challenge for the industry is to reduce its cost of production
especially taking into account the European Commission having
announced a major overhaul of the Common Agricultural Policy
which includes the removal of sugar beet production quotas from 1¢
October, 2017. The European price paid for Guyana’s raw sugar was a
very attractive one but it all started 1o decline in 2006, a period when a
36% price reduction commenced. The total reduction was phased over
three years with the price being reduced from €523.70 /mt to a new
minimum of €335. The European price is now more aligned to the
World market price for raw sugar which is currently US$309 per mt.
The Sugar Industry must devise ways and means to reduce its cost of
production which is negatively impacted by low productivity and high
labour costs.
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GLYSUCO'S DEBT BURDEN

This subject 1s adequately dealt with in the sectoral report covering
financial and economic matters, including reducing and/or
restructuring the corporation’s debt and converting debt into equity.

GOVERNMENT SUBSIDY 2016

Government’s intervention by way of subsidy for GuySuCo will be
required in the year 2016. unless operational costs decline
substantially and/or selling prices of sugar increase markedly. This is
estimated to be approximately G$12bn.

CORRLUPTION?

Allegations of corruption in GuySuCo were made by way of
telephone calls and in some cases written statements, especially
claims that GuySuCo's fertilizers are being sold to external groups.
These allegations were not substantiated and no evidence was
presented to the COl in support of any such claims,

REPRESENTATIONS AND RECOMMENDATIONS

The composition of persons making submissions to the Commission
included very experienced and successful professionals, especially
from the fields of business, accountancy, agriculture, engineering.
management, stgar producton and marketing.

Their analyses were consistent in citing poor management of
GuySuCo, but ditfered in approaches 10 be adopted.

Their recommendations varied and included:-

e Retaining the GuySuCo, status quo, injecting funds and
IMproving nmanagement,
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* Diversification and investments in areas such as Ethanol, Sugar
Refinery, and aquaculture;

e Closure of the worst performing estates especially the
Demerara Estates;

e Strengthening management;

e Partial Privatization;

e Re-introducing basic agricultural practices;

» Stop paying the Chinese contractor CNTIC until they fix the
Skeldon Factory problem;

* Re-structuring the debt:

s Cutting operational costs; and

» Toal privatization
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6.0

6.1

6.4

0.5

6.6

THE WAY FORWARD

The Sugar Industry remains vital and important to the economy of
Guyana and its people, many of whom have had their lives tauched by
the Sugar Industry. The obvious inadequacy of funds to satisfy the
needs of GuySuCo restricts the scope and potential of the industry.

The Sugar Industry must be given an opporiunity not to just survive,
but to be revitalized and to become a vibrant, efticient and profitable
business where employees have a sense of security and optmal use
can be made of resources — Human, financial and material.

While there have been serious deficiencies in the management of
GuySuCo, there remains and exists a number of competent managers
committed to organizational goals. They need an environment for the
full expression of their training and skills wherein the nation benefits.

GuySuCo needs a significant injection of funds combined with
competent management teams and leaders to go forward.

Forwunately, there has been a major change quite recently in the
quality of leadership. The appointment of an experienced CEQ and
Finance Director and the establishment ot a new Board of Directors
having persons with a wealth of relevant experience augurs well for
the {future.

The Sugar Industry should not be a liability to the State. Instead, it
needs to re-establish itself as a significant and positive contributor 10
national development. Any realistic turnaround in the medium term
hinges on the timely injection and availability of funds in a process of
rehabilitating field, tactory and infrastructure. From all indications, a
profit is not likely in the year 2016.

Where would those funds come from?

The Industry needs 1o turn to entrepreneurs and investors o assume
that role. In managing risk, investors will accommodate a period of
marking time leading to overall improvements, especially in
productivity. production and eventually profit.
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6.7

6.8

ROLE OF GOVERNMENT

Every government has an obligation and commitment to all the people
of the country. Optimal use has to be made of the limited resources
especially where poverty 1s no stranger to the society.

In a Waorld Bank Report on the subject “Analysis of the Sugar

Industry Strategic Plan™ done by LMC International in September,
2000, pg.95 states:-

- aw

-----

“Opportunity cost represents the value/cost of the foregone
opportunity of using the same resources in another manner.
The concept of marginal economics direct people’s attention fo
the comparison between the revenue earned on the last ton of
output and the costs incurred 1o produce that output.

In the Guyanese conmtext, since GuySuCo is  entirely
government-ovned, the opportunity cost of money spent on
GuySuCo's operations Is the benefit that the government could
obtain from using the same money in other sectors. Therefore.
the rerurn carned on investments in GuySuCo have to match
those obtainable jrom alternative investments in infrastructire,
education, etc.”

I N O N RN ) R N Y TSI YY)
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7.0

RECOMMENDATIONS

The Commission having collected all relevant data and deliberated

over the past three months recommends as follows: -

L.

I1.

HIL

THE PRIVATIZATION OF THE GUYANA SUGAR
CORPORATION (GUYSUCO) WHICH IS A STATE
OWNED ENTITY INCORPORATED AND
REGULATED UNDER THE COMPANIES ACT. THE
PROCESS SHOULD START AS EARLY AS
PRACTICABLE AND AIM TO BE COMPLETED
WITHIN A THREE (3) YEAR PERIOD.

AS A CONSEQUENCE OF (1.) ABOVE, THE STATE
DIVESTS ITSELF OF ALL ASSETS, ACTIVITIES
AND OPERATIONS CURRENTLY ASSOCIATED
WITH GUYSUCO.

IN THE INTERVAL, AS THE PRIVATIZATION
PROCESS IS AWAITED, THE NEW MANAGEMENT
OF GUYSUCO MUST FOCUS ON BASIC
ESSENTIALS TO REHABILITATE THE FIELDS,
FACTORIES AND INFRASTRUCTURE OF
GUYSUCO. THERE SHOULD BE NO
ACCOMODATION FOR NEW PROJECTS WHICH
WILL DEMAND LIMITED FUNDS. THIS 1S AIMED
AT MAKING THE ESTATES MORE SALEABLE
AND ATTRACTIVE TO INVESTORS, BOTH LOCAL
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AND FOREIGN. A FEW EXPRESSIONS OF
INTEREST BOTH FORMAL AND INFORMAL HAVE
BEEN RECEIYED.

WHILE THE ONGOING PROCESS OF
AMALGAMATING ESTATES FOR OBVIOUS
ECONOMIES OF SCALE MAY CONTINUE, THE
COI DOES NOT RECOMMEND THE CLOSURE OF
ANY ESTATE AT THIS TIME.

FINANCIAL SUPPORT IN THE SHORT TERM WILL
BE NEEDED AND THIS SHOULD BE PROVIDED BY
THE GOYERNMENT ON A TIMELY BASIS.

THAT THERE BE THE EARLIEST POSSIBLE
IMPLEMENTATION OF THE
RECOMMENDATIONS CONTAINED IN THE
REPORTS OF THE COMMISSION. THE
MANAGEMENT OF GUYSUCO MUST
IMMEDIATELY DIRECT ITS ATTENTION AND
FOCUS ON REDUCING OPERATIONAL COST,
ESPECIALLY THAT OF EMPLOYMENT,
RETURNING TO BASIC AGRONOMIC PRACTICES,
REHABILITATING ITS FACTORIES AND
STRENGTHENING SUPERVISION.

------------------------------------------------------------------ I AR RN NN A A L N RT)
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8.0

8.1

8.2

CONCLUSION

The challenge to the Commission of Inquiry (COIl) to develop a
plan to bring the Industry back to profitability and assure its long
term environmental and economic sustainability is elusive. Given

the realities mentioned in this report it seems impractical in the
short term.

However, the recommendations herein lay the foundation for
bridging the current internatl situation with a more viable option.

There is no one package which can be recommended that will
envelope all of the solutions and remedies required. There will be
need for ongoing review of what recominendations are approved.
It will be an evolving situation and the dynamics must recognize
changing circumstances.

The mandate given to the Commission was to develop a series of
five vear plans leading up to 2030. Having regard to the
vicissitudes and dynamics adverted to in this report, any such 15
year plan would be more theoretical than practical.

The Commission has therefore limited its attention to the more
foreseeable future leading up to privatization.

...........................................................................................................................
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SYNOPSIS OF SUB-COMMITTEE REPORT - HUMAN
RESQURCES AND INDUSTRIAL RELATIONS (Mr. Nowrang

Persaud)

General Recommendations:

}. (a) The management of Guysuco must manage the Corporation
within the policies and guidelines set by the Board and be
insulated from undue influences or interferences from
political or similar external sources.

(b) The unions and management must be guided by generally
accepted [LO approved industrial relations conventions
enshrined in the Agreements signed between them and
Guysuco ncluding respect for generally accepted
management prerogatives.

f.2

Having regard 10 the continuing parlous financial state of the
industry. the prevailing levels af wages. salaries and fringe
benetfits should be held at their current levels for at least this
vear. Future negotiations should be guided by the findings and
recommendations ot this COL

L

Serious efforts should be made to settle disputes and disciplinary
matters as per exisling procedures and practices without resorting
to strike action. Any major issue including serious disciplinary
matters which cannot be settted by mutual negotiations at estate
or corporate level shall be referred to the Ministry of Labour for
adjudication and final decision,

4. Future negotiations should focus on a new proficient system for
determining wages, salaries, benefits, incentives and related
compensation matters, inctuding Job Evaluation. Particular
attention should be paid to incentive schemes which encourage
and ensure full, regular attendance at work, productivity and
profitability. Negotiations must be guided by international best
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practices 1.¢.:-
I.  the emplover’s ability to pay;
1. external relativities;
HI.  internal relatvites,

(b) Specific Recommendations arising from this Report:

Organization and Staffing Structure

(1) Restore corporate leadership of the Agriculure and Factory
Operations tunctions to the Directorate level. Provide for a
leadership position to fast track mechanization.

(2) Integrate the leadership of the HRM & IR functions under
one Director, the H. R. Director.

(3) Return the reporting relationship of the Estate Human
Resource and Finance Managers to the Estate Manager:
provide for a position at estate level to coordinate
mechanization.

{4) Fast-track full integration of LBl & Emmore to quickly
Realize consequential economies and potential revenues

from disposal ot surplus assets including valuable land.

Management of the HRM function
(1) Urgently fill vacancy for HR Director.

(2) Re-orient the Statf Training & Development function and
restore Guysuco Management Training Centre.

(3) Review and revise Succession Planning,

(4) improve comphance with mandatory medical surveillance,
screening and examination for workers exposed 1o hazards,
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Communication

{1} hmprove and enhance corporate public communication
Strategies as well as management-employees communication
to restore image of the industry being the employer of choice
in Guyana.

{2) Greater publicity must be given to the relatively superior”
earnings power of rank and file workers especially cane
cutiers.

Operational Efficiencies
(1) Minimize Time Work; maximize Piece/Job Work.

(2) Revise formula for qualification tor Holiday-with-pay and
related incentives and benefits.

(3} Reduce Sunday work 1o essential services and explore

potential for normal work week of' S to 6 days trom Monday
to Saturday.

{4) Outsource as many operations as feasible. e.g. Cane
Transport (as has already been done for Bulk sugar and
L.abour transport).

{5) Increase use of Information and Communication
technologies, Automation and Mechanization.

(6) Collect, analyze and present regular labour productivity data
in the same way TC/H and TC/TS, juice purities and other
field and factory performance indices are monitored.
Simple but revealing data such as MDVTC (Man Days per
tonne cane); MD/TS (Days per tonne sugar); MD/HP (Man
days per Hectare planted); MDD/HF (Man days per Hectare
fertilized) ete., must be presented regularly tor productivity
and cost control as well improvement supervision and
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management.

Unnecessary Practices

(1) Discontinue witnessing of Cane Scale Tests.

(2) Discontinue payment for employees’ participation in
courses run by GAWU Labour College.

Others

Invite capable, respectable retirees to function as on-the-job
trainers, coaches, counselors.

..........................................................................................
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SYNOPSIS OF SUB-COMMITTEE REPORT -

FINANCIAL/ECONOMIC (Professor Clive Y. Thomas)

From all Accounts, the major constraints impeding improved
production and productivity at Guysuco are: 1) labour shortage 2)
chimate/weather  variabitity  given  the  industy’s  cultivation
dependence on drainage and irrigation, 3) factory unreliabiiity, and, 4)
the price which sugar can be expected to sell presently and well into
the medium-term.

As indicated in a separate submussion to the COIl by Prof. Chve
Thomas. the following daunting conditions presently confront
Quysuco;

+ Daunting financial environment.

4+ The geo-physical environment

+ Infrastructural deficits.

+ Daunting soil issues tacing cane cultivation:

4+ The industrial relations environment facing the corporation.

+ The industry has faced a daunting production decline as shown
below.

Sugar Ourpu{ 1960s and 3-Year
Averages 2000-2014 (000

tonnes)
1960s 301
2000-2002 296
2003-2003 29]
2006-2008 251
2009-2011 230
2012-2014 207

4 A daunting productivity and production trend has been revealed
throughout the 2000s: a sad picture of declining: cane vields.
harvested canc areas, sugar output, sucrose in cane, factory



recovery, mill crushing time per week. skills in the work torce,
and institutional’ managerial/planning capacity. To these can be
added increasing “out-of-cane” occurrences and resort to the
practice of “brought-forward™ canes to improve the current
Vedr's output.

+ However, there remains six impaortant positives:
. Two-crops are produced per year.
2. The co-generation potential of the mills, it power can be
sold at market prices, is substantial.

(]

The cane soils are potentially good-yvielding (technical

estimates put it at 12.5 tonnes per hectare!)

4. Significant plant varieties development have taken place
over the vears. but this has been falling-off tn recent
times!

5. The availability of water (canals) for bulk transport of
canes lessens costs.

6. The COI which has taken a “no sacred cows approach” to

Guysuco and the industry, and pledging a fresh start

augurs well for the future!

Rightly or wrongly, sugar workers, their tamilies, and the
communities in which Guysuco operales see this state corporation as
the main provider of their livelihoods and a life-line support tor thetr
communities. All recommendations for the Way Forward should
therefore embrace this reality.

Guysuco’s financial status is exiraordinarily dire. which gives extreme
urgency to the dilemma referenced here.

All Guysuco’s ftinancial ratios are extremely discouraging. There is
undoubtedly, a marked inability for Guysuco to grow its operations
through its sales/revenue. Further, it is utterly incapable of financing
1ts capital requirements, which are so badly needed. Indeed. at present
Guysuco cannot cover routinge maintenance items of a lumpy nature.
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And, it cannot obtain credit/loans without Government guaranteeing
these.

Conclusion

There is widespread agreement among mdustry analysts that,
Guysuco’s Business Plans projections, cannot stand up to close
scrutiny, even for a period as restricted as the very first year of its
projections. Indeed, as Guysuco’s projections go further into the
future they are revealed to be exwemely unrealistic. Most of the
stakeholders who have worked at Guysuco previously, and who have
presented 1o the Col, have bemoaned the all-round decline in the
corporation’s managerial. implementation, and operational capacity.

Recommendations

Based on both the financial and economic analyses the only rational
conclusion which can be drawn is that which the Col had arrived at by
consensus. The Govermnment of Guyana (GoG) needs to decide
urgently whether it can atford to continue, repeatedly, funding
Guysuco from the National Budget (via bailouts) in order to remain as
a producer of raw bulk sugar for export. To repeat such “bailouts™ and
expect different vastly improved results from Guysuco would be
irrational.

In light of this the CQOI has deemed that, a continued state-run
Guysuco in its present form/structure is strategically
unacceptable. It would be an inefficient financial and economic
decision. A decisive shift to private ownership and control of the
assets now employed i sugar production has to be an essential
element of any long-term resolution of the present paradoxical
situation. The COT also, by the same consensus, recognized that it was
not in a positton to determine the closure of any estates.

Based on this consensus it is recommended that the following be
pursued along the timelines given:
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Timeline 2016
1.

o]

Early in 2016, the Government should, publicly announce that,

it will do everything in its power to remove itsell from the

production ot bulk sugar for export; as soen as is practical.

If this is accepted, simultaneousiy, the Government should also
announce the following strategic decisions indicated below,
which will be put into etfect before the end of 2016. This
accompanying announcement is a must. It should state that it is:

a.

Taking sleps rowards the formal
creation/establishment of a Holding Company, which
is  designed 10  “hold® the  shares  of
Subsidiaries/Business  Units  and  other Revenue
Streams, created out of Guysuco operations. Such
suggested areas are listed in b below, but these are not
exhaustive.

Guysuco will be deconstiucted into several subsidiary

operations/ business units/revenue streams based on

appraisals of their potential profitability:

* Co-generation of Electricity:

» Supply of Dratnage and Irrigation to communities;

* Supply of Business Services (IT, tourism and
recreation, ctc.});

* Prime Real Estate and Property Holdings (selected
Guysuco premium real estate);

* Agricultural Equipment Pools, including aircraft
(for rental 10 farmers);

» Sugar Refinery (Plantarion “Whites™ or Refined

Sugar)
*  Molasses;
* Alcohol;

» Ethanol;
» Special Sugars.



C.

d.

87

The Holding Company is where, (through stock
ownership) GuySuCo’s deconstructed operations,
business units and revenue streams will function as its
legal subsidiaries. The Holding Company would
therefore, be entitled 10 enjoy all the legal rights,
benefits. and responsibilities to be derived from a
parent company — subsidiaries relationship. Such an
arrangement would, almost by definition, immediately
transform the present over-centralized structure and
operations of Guysuco. into a decentralized and.
hopetully, more flexible and adaptable operational
structure.

Each subsidiary/business unit’revenue stream that is
established. would provide its own management for
its specitic operations. Its efficiency, however. as a
subsidiary. would be measured principally. it not
solely, by its ability to generate profits (at set targets)
established by the Holding Company. Of course, the
Holding Company itselt, will not engage in the day-
to-day operations of these subsidiaries/ business
units/revenue streams. Nevertheless, it would set
broad policies and guidelines tor their operations.
Certainly, gutdelines for remuneration and other
benefits going to management would be set by the
Holding Company. Similar to other holding
companies the newlyv-created Holding Company
would not engage itself in the direct production of any
goods and services. Indeed we can say, its sole
purpose would be to control the subsidiaries along the
lines indicated above.

To facilitate this  development, the GoG and
GuySuCo’s management should engage in a process
of negotiation designed 1o restructure  those
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Guysuco’s debts that are 1} owed to governmental
agencies and 2} other holders of Guysuco’s debts, tor
which the GoG has contingent liability.

. The Holding Company’s capital structure should be
partially facilitated by the negotiated conversion or
restructuring  of most  of Guysuco's present
indebtedness to the government into equity. Other
options for ratsing new equity n the Holding
Company should also be earnestly explored, with
GoG support {(debentures, bonds, etc).

3. 2015 and 2016 Crops
For the 2™ Crop 2015 and the two succeeding 2016 crops, Guysuco's

management should be given the task of optimizing the corporation’s
performance indicators for sugar. This would be relentfessly pursued for
two main purposes: 1) to raise/improve the saleability of GuySuCo’s
major assets and 2) to altract new entrants into the industry (in particular
investors and cane farmers). Here [ would strongly recommend the
exploration of Mr. Errol Hanoman's “scalpel”, reforms, elegantly

proposed to the Col.

4. Two Interventions
a. 2016 should also be the year to commence two major
interventions. The first intervention recommended 1is the
systematic pursuit of a Mechanisation Project, along the lines

designed by the CDB at the end ot 2014 (see Table 24),

a8 i e




Table 24. CDB Mechanization Project Summary

Project Outcome and Description:

The outcome of the Project is improved productivity of sugar cane
cultivation and sugar production on selected estates in Guyana.

The components of the Project are: -

(a)y Enhancing sugar cane production and harvesting
I, Purchase ot machinery and equipment to facilitate:
(a) the preparation of sugar cane fields into mechanically-
friendly configurations:
(b)semi-mechanical planting, mechanical weed control and
fertilising of sugar cane: and
(c) mechanical harvesting of sugar cane.

I, Land preparation for revised field fayouts.
(b)Factory energy efficiency improvements.
(¢) Training of employees tor operation, maintenance and repair of
machinery and equipment.
(d)Consulting services to assess and develop an action plan for gender
equality and integration.
(e) Project Management Services.

Source: CDB 2014

That CDB Project That CDB Project cited in Table 24 was aimed
at the mechanisation of sugar production and harvesting; improved
efficiency (including energy etficiency) of factory operations; and,
general sugar induswry production intrastructure. In terms of detail,

a key intended output of the project was the preparation of 6,000
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ha of sugar cane fields in a mechanically-triendly lavout, ot which

the Project would be accounting for 2,500 ha.

The Project as was then proposed had tocused on Uitvlugt
(Demerara Region) and Albion and Rose Hall (Berbice Region).
Uitviugt Estate was chosen because it had been reported to
experience the most acute labour supply shortage in the industry.
Meanwhile, Albion and Rose Hall, notwithstanding their relatively
high productivity, had also been experiencing labour supply
challenges which, the CDB felt, if lett unattended, could seriously

erode performance on those estates.

In terms of details: the provision of equipment tor full-mechanical
harvesting was scheduled to be confined to Uitvlugt because the
Uitviugt factory is the only one (of the three in the project
intervention areas) with the facilities for handling mechanically

harvested canes,

Although I have indicated above my skepticism about the
assumptions and data used in the CDB 2014 project evaluation,
See Section 2.F, I believe the present new management at Guysuco
would be more realistic with the data it supplies to the CDB for its

evaluation of the feasibility of any future mechanisation project.

b. The second intervention, which [ would recommend strongly is for

a serious evaluation of all the diversitication options (raised by

several contributors to the Col), including specifically: 1) the
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production of ethanol 2} aquacuiture 3) other agriculture crops, and
4) dairving. and other animal stock. The main caveat [ would
stress, is for “other crops™ 1o be first pursued as potential projects
outside Guysuco's lands, and further seek to utilize Guysuco’s

lands only after successful field trials.

Timeline 2017-2018

Based on the above recommendations, if by the end of the residual
preferential sale arrangement in 2017 for Guysuco's bulk sugar production
to the EU, the corporation still remains in Government’s hands, bulk sugar
sales should therefore be exclusively focused on:

» ‘T'he Caribbean Market (see C.E. Housty, 2015}
» The CARICOM Market

“Guyana benetits from protection within Caribbean Community
and Common Market (CARICOM) through a 40% Common
External Tanft (CET) imposed on raw sugar imported from
non-CARICOM sources. In the recent past GuySuCo has
limited sales to CARICOM Member States because of
production shortfalls and its EU/US market given quota
obligations. Other Caribbean producers have adopted similar
strategies. As a resuit, most CARICOM countries have sourced
sugar from non-regional producers having obtained waivers on
the CET in keeping with the protocol established by the
CARICOM Secretariat. The demand from CARICOM is
estimated at approximately 130,000 tn for raw brown sugar.
The Region does nat have the capacity to refine sugar, therefore
all white sugar consumed in the Region (approximatety 200,000
tn annually) ts imported.” (CDB, 2014)

* The Domestic Market (see C.E. Housty, 2013}

* The United States Market (see C.E. Housty, 2013)
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Even for these markets however, the steady shift to branded sugars has to be

relentlessly pursued.

Timeline 2016-2019

The period 2016-2019 should be directed at two broad transformative goals;
both of which are aimed at worker and farmer stakeholders in the indusiry.
One is that the proposed Holding Company would negotiate with the Unions
the “buy-out of the existing accumulated customs and practices™ in the
industry. As matters stand it would be impossible, I believe, to negotiate a
rationalization of these customs and practices. [t should be possible
however, in exchange for a “comparable upifront payment” for workers o
surrender these benefits (or future income streams), discounted to their
present values in exchange for a jont agreement within a new construcr of

working conditions, where these no longer apply.

Second, Guyvsuco had proposed two decades ago for the WNational
Development Strategy 1996 a program of “participatory privatization™.
Under this arrangement it would muake lands available to private farmers,
including workers who wanted to farm and who also may or may not agree
to supply cane to the estates under a re-designed Cane Farmers' Acl
Similarly, experimental related arrangements for “group-managed” contract
schemes centred on worker-managed cultivation of sugar cane fields have
been proposed as broader solutions. Both of these, 1 believe, deserve
significant and extensive trials over the period 2016-2019. The aim is that, if

successtul, their formal introduction should begin in 2020,
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Timeline 2020 and After

By 2020 the industry should be settling into a new contiguration, namely:

A. Holding Company conwolling the assets of Subsidiaries/Business

D.

Units/Revenue Streams.

. A significant range of these Subsidiaries/Business Units/Revenue

Streams, which are driven by making profit for their shareholders.

. Subsidiaries/Business  Units/Revenue  Streams and the Holding

Company would have a mix of public and private ownership.
The bulk sugar market, 1t it still exists, would be entirely focused on

supplying the restricted premium markets as given above.

. In principle, sugar production for these markets would be largely

dependent on a mix of farmers and worker-managed cane cultivation,
together with private investors (both local and foreign)
Packaged and other value-added sugars would expand substantally

relative to bulk sugar production,

. The technical and commercial evaluation ot Special Sugars, which are

planned to be produced, inciuding refining, would have been
completed and financing secured with everything else ready to come

into full production no later than 2020.

. Through debt reengineering (restructuring and recapitalization) the

pressures of Guysuco's indebtedness on the National Budget should
have been permanently relieved during this time-frame.

A selection of commercially viable estates, supplying sugar at the
most  efficient domestic resource cost for local. regional, and
“premium’ export markets in which value-added sugars dominate

their outputs.
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S. Preliminary Calculation/Valuation of Privatization

The data provided herein are supplied by Guysuco and are for
reference only.

It 1s presented in good-faith and to the best of knowledge, it is
accurate.

It does not purport to be the sole or otherwise basis tor the strategic
decisions and choices, which are required for arriving at a Way
Forward.

In other words. these estimates cannot logically provide a warranty,
(fegal or atherwise), for what needs 1o be made: i.e., straregic
decisions, (save and except for their timelines and the applicability of
their contents to those decisions).

Valuation Assumptions

Production and sales, as contained in the COI report: adjusted for
minor computational errors.

Privatization after year 3 or 2018.

Quick disposal (by 2020) of 2,284 acres or 925 ha at LBI.

Quick disposal (by 2020} of 26 acres or 10.5 ha at Ogle.

Valuation of quick-disposal land - conservatively at G$25million per
acre.

Annual inflation is forecasted at 3%.

l.and intlation is not separately forecasted: there is patential for both
high + market "bubbles”.

Rate of Exchange used throughout:

My oooAr Ny oomsoXroowounoowmoow
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Proceeds trom land sales to 2020 are used to reduce the following
short term debts:

- Local Trade Creditors
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- Taxes owed to GRA
- Local Bank Loans

- Local Overdraft Facilities
- Foreign Working Capital Loan with the National Commercial Bank

Group

Cash Balances

* The forecast cash balances are:

2016 - COI 2017 2018
CASH- CLOSING BALANCE / GSM 5,892 12,235 5,000

» The Corporation forecasted to have a positive cash balance (GS5Bn)
atend 2018 and betfore privatization.

Valuations

Net Book Value

Result
Valuation Type  Prescribed Method Total Assets Total Liahilities Net Book Value
GSM
Total Assets - Total
1) NetBook Value Lliabilities 143,163 126,642 16,521

» Total assets minus totat liabilities

The net book value end 2018 1s esumated at G516.3Btllion.
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Net Realizable Value of Asset less Liabilities

+ Assets are valued (see below) at an estimated net realizable

value and total hiabihites are subtracted to arrive at the

valuation.

Valuation Type

Prescribed Method Book Value

Net
Realizahle
Estimated Value of
Realizable Total  Assets Less
Value Liabilities  Liabilities

I Net Realizable Vaiue of
Assets Less Liabifities

Value all assets at the lower of cost or market
fvalue

Assets as per Balance Sheet:

Property, Plant and Equipment: This consists 100,212
of freehoid land, property, machinery and

equipment. The total value of freehold land is

(543,71 5million less sale of (Bi/Ogle of
G51,148miliion. The remaining is property,

machinery and equiment, The latter is

discounted by 60%.The value of the land is

marked up by 75%. This is being very

conservative.

Deferred tax asset 20,297
Investments - regularly revalued each year 37
|nvestment in subsidiary - sudsidiary is 2

making continuous losses so not considered.

* Assets Less Liabilities 1s estimated at G$7.5Bn.

37,091

20,297

3N
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Net
Realizabie
Estimated Value of
Realizable Total Assets Less
Valuation Type Prescribed Method Book Value  Value Liabilities  Liakilities
inventories - the risk is that the items may 3,127 625
not be of use to other companies or are
obsolete - discount by 80%
Standing cane - is measured at sugar prices 5,288 4,230
which are lower than costs - discount by 20%
for risk of reduced yields
Froduct stock - already valued at market 3,059 3,059
price
Trade receivables - discount by 10% 2,686 2,417
(Other receivables - discount by 50% 2,102 1,051
Prepayments - the risk is that the item is not 1,000
received or can be utifized otherwise so not
considered.
Cash onhand and at bank 5,000 5,000
143,163 134147
Minus total liabilities 126,642 7,500

Key Observations

To these valuations, the GOG should add savings, as bailout funding
2018-2025 not required, approximately G$100biHion.
There are other valuations but given no vibrant capital market,

GuySuCo’s monopoly status and operational {osses not applicable.
Other Valuations:
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Valuation Type

Remarks

3) Replacement Value

4) Discounted Cash Flow Growth Mode!

5/ Risk Adjusted Net Present Value

Concluding Remarks

This requires further market research to determine
the market vaiue of a similar Sugar Corporation of
this capacity.

After 2018 and utilization of Jand sales funds, the
Corporation returns to operating on a cash deficit,
hence thisis not a suitable vatuation model for the
Corporation.

Referto 4.

+  Window of opportunity for privatization 2018-2020.
* GuySuCo’ debt, if any, without an explicit or implicit GOG
contingent liability, can be added Lo the receipts from privatization,

Not known.

Pushing the window of opportunity further away for Guysuco’s

mmproved valualion depends on subsidiaries activities, considered

next.

exceptionally hazardous.

Note: valuing a debt-laden, loss-making, state-owed Corporation is

For this purpose any buyer is likely to bargain from the basis of valuations

as given.

Improved valuation ncreases GoG options.

Note: Buyer’s expectations for generating wealth will be based on

speculative use (including
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sales and break up of any assets acquired at “bargain-basement” prices, for
speculative disposal).

6. Preliminary Evaluation of the Holding Company-Type Approach

List of Potential Subsidiaries

Co-generation of Llectricity:

Supply of Drainage and Irrigation to communities;

Supply of Business Services (1T, tourism and recreation, etc.};
Prime Real Estate and Property Holdings (selected GuySuCo
premium real estate);

Agrncultural Equipment Pools, including aircraft (for rental to
farmers);

Sugar Refinery (Planation “Whites” or Refined Sugar);

Molasses;

Alcohol;

Ethanol’

Packaging of Special Sugars

Other by-products

Etc.

Co-Generation Subsidiary (Skeldon)

The subsidiary is projected to make a profit of $578M in 2016 and
peaks at $1.6M in 2021.

GuySuCo has the capability of supplying 17MW of power.
However, GPL can only take 135MW,

This is due 1o GPL’s lack of infrastructure.

Diesel generated power will be charged at USS0.02 per kilowatt
hour while turbine generated power has increased to US$0.21 per

kilowatt hour.

Internally consumed power will be charged at US$0.04 per
kilowatt hour.
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Land Sales Subsidiary

Quick sale of Ogle, LBI and other tands by 2020.

Ogle has 26 acres and LBl has 2284503 acres for
development/disposal.

Ogle will be disposed of in 2016 while LBI will be on a piecemeal
basis over a period of 3 years.

The price assumed for land sales is $25M per acre which can be
considered very conservative.

The Unit will be staffed by a Manager, 2 surveyors and a clerk.

Net Profit estimated at $11,621M in 2016 and $10.990M in 2017
until 2020.

Packaging Plant Subsidiary

Querices

The Packaging Plant is projected to make a profit of $1,087M in
2016 and peaking at $1,153M in 2020,

Responsibility for the sale of direct consumption sugars: Demerara
Gold, Demerara Brown, Enmore Crystals, Private labelled (Regale
and Cuisine brands) and Caricom bagged sugar.

The Plant will purchase sugar from Enmore factory at prevailing
world market prices.

A world market price of US cents per pound 14.34 has been used
for these projections.

Queries made of real estate dealers/property developers suggest the
price of G$25million per acre 1s a minimum.

Their expected vield 1s several multiples of this, particularly if
sales are:

- well timed (especially placement ot supply on the market.
- properly packaged as developer deals (local and overseas)

- Land/property “bubbles™ emerge as expected!
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- Land inflation > general inflation
- Eftecuve oil production is closer to coming on stream by
2020.

- Site/location scarcities are skilfully exploited.

i

Partnership deals with local and foreign investors are

tactically pursued.

Summary of Subsidiaries Results Net Profit/{Loss) 2016-2025

Year " Co-Generation  Land Sales  Packaging Total
2016 378 RIS 087 13.286
rjﬁﬁ_” ) ’T’@'? o 10.990 1125 13032

2018 1077 | 10.990 1090 ' 13.157 f
oy T 998 [ 10.990) 101 13.089
20200 ; 1.296 10.990 ERIE 13.401
200 e _‘_ﬁ“’\',x T T 2767

- !

o T T s Nil RN 2,725
IR 1625 Nit ':_1.056 R T
0 "f"’“i‘fén]""’”m Nil L2 e
5 T \4;1 oo \ 2.383
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Summatry of Subsidiaries Results Net Profit/(Loss) 2016-2025

Year 1 Co-Generation 3 Land Sales g Packaging . Supar l'l"utal
| ' Plant |
: | - GSM
| 2016 1378 11621 1.087 | -19412 -6,126
2017 917 1099011 8066 -5.034
12018 1077 . 10990  1.090 19,334 6,377
3019 998 ) 110990 T LLI0IL -18.188 5,100
2020 1296 (10,990 1113 47574 4T3

2021 1,670 NI 197 T8301 15355

| ! ) :

2022 1 1.648 Nil 1,077 -18.370 -15.643
2023 7635 Nl 1,086 8597 115916
: i ; _

2024 ' 1.601 Nl l 1.032 1419417 -16.783
2028 | 1.576 Nl L1007 -20085 1 -17.302

« It can be seen from the above figures that land sales is the major
contributor to the low level of losses for the period 2016-2020.
No further disposals are assumed after 2020.

7. Conclusion: Window of Opportunity

* Based on the above, a window of opportunity for a Holding

Company-Type approach exists to 2020 and possibly beyond.
+ This window could be pushed further away, if:
* Collectively, the other nine subsidiaries make

financial headway, between 2016-2020
And specitically, more real estate is strategically
released tor sale after 2020.

Note: This yields more time for Guysuco’s improved valuation.

..........................................................................................
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SYNOPSIES OF SUB-COMMITTEE REPORT - FIELD

(Dr. Harold Davis, Mr. John Piggott)

Guysuco Estates have since 2005, recorded precipitate declines in
cane vield and sugar output. Unsettied weather has not been a factor.

Restricted cash flows and poor credit arising trom high expenditure on
issues associated with the new Skeidon factory have led to reduced
spending on mputs for agriculture. Shortage of cash resulted in non-
availability of tertilizer for over 6000 ha afier completion of the 2015
First Crop.

There were also several examples of poor management exemplified
by deviation from established guidelines for sound agricultural
management including: superficial tillage, planting outside ot the
recommended planting  wimdows, and late timing of inputs.
Fertilisation policy also reduced the rates of basal fertiliser that
contributed to significant vield reductions in the succeeding seasons.
Severe weed infestation in the Demerara Estates is evident because of
poor management and neglect of the cultivation. The undesirable and
unsound practice of Bringing Forward canes to achieve production
targets was also a standard practice over the past 5 vears.

Financial support will be necessary in the foreseeable short term, it is
rccommended that the level of support should be agreed for the
commencement of each production vear and expenditure on
agriculture should be linked to the attainment of progressive targets
tfor a plan of improved production on cach estate.

Emphasis of this programme will include adherence to agriculture
guidelines on timing of operations and inputs. work quality, training
and experience sharing, feedback from field inspection and
surveillance to be included in planning for daily work programmes,
increased conversion of fields for machinery adaptable operations,
flaod fallow on suitable fields. resuscitation of seed nurseries and

adherence to variety distribution agreed with the Breeding and
Selection Dept.
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Fstates’ management would be accountable tor attainment of
production targets for individual estates.

The projected capital expenditure of USS$ 29M for next year is
significantly less than the US$102.4M now required to secure estates’

infrastructure and operations.

Based on these inputs and improved management, productivity on
estates would improve incrementally and sustainably to 3.5M tonnes
of cane and 300,000 tonnes of sugar by 2020.

The production cost data also indicate that at prices for raw sugar, it
wauld be cheuper tor the Wales factory to purchase cane from farmers
than to cultivate its own cane. Even with the increased production of
cane by 2020 that there would be insutficient cane in West Demerara
to satisfy the complete requirements for two fuctories. It is
recommended that a formal evaluation ot the financial implications

for Guysuco and the farmers ol transferring all of the Wales cane
supply to farmers.

Mechanical loading of hand cut cane has been widely accepted by
labour and is now the main comributor to the supply of cane. It 1s
recommended that Guysuco should work with the Union to eliminate
the additional paviments for obstacles and extras still incurred in cut
and Stack. The beneficial cost hmpacts of’ mechanization on various
operations are already being reflected in the Industry Management
Accounts. Transformation of the Industry for mechanised agriculture
wiil largely depend on the adaptability of Management at all levels.
Agriculiral  Engineers are required to refine and advance the
mechanisation systems especially mechanical harvesting and loading.

Commercial combine harvesting operations commenced at Skeldon
with several breakdowns and mechanical failures that could have been
avoided tf the mechanization support term had not been disbanded.

Skeldon has also experienced ditfficulty in harvesting its standing crop
because of restricted access to fields and forced harvesting in wet soil

conditjons for successive seasons, with consequent soil compaction
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and damage to cane stools Unreliability of the Factory has influenced
late starts and reduced the crop duration. The result has been
increasing areas of over-age canes in both the estate’ and farmers’
cultivations. .

These problems were intluenced by inadequate drainage capacity for
the expanded area and the fundamental error made trom the onset of

the programme in which oniy cursory attention was paid to land
levelling,

In 2015, a 340 Total Pump Management (1PM) drainage pump was
installed by the National Drainage and Irrigation Authority (NDIA) on
the banks of the Canje to drain the Manarabisi scctions ot the
cultivation. The drainage canal to the cstate at Sookram’s Cross
remains to be completed. It is recommended that Guysuco actvely
pursues the construction of the canal during the 2015 dry season and
undertake the task if there is a delay in approval for funding from the
NDIA.

Land levelling would be conducted on all fields scheduled for
rehabilitauon commencing the Second Crop of 2015, Guysuco has
been advised to arrange for on-site training on operation and survey
methods and interpretation by the laser levelling system supplier.

The advent of mechanically harvested and loaded canes has been a
challenge to the (actories. Extraneous matter and excess soil from the
field caused major problems with sieam generation and processing.

The appointment of an experienced senior Agricuttural Engineer as
Mechanisation Coordinator is recommended. Tt is also recommended
that the Industry secks to recruit Mechanical Engineering graduates
into the Field technical streams.

There has been no new commercial variety released ta the industry
since 2008. Two varietics D 93584 and D 98633 are ready for pre-
commercial and factory response evaluations, These should be
implemented without delay.
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Global Climatic Trends predict a drier climate for coastal Guyana,
with more intense rainfall events in the wet seasons and extended
droughty conditions in the dry seasons. In order to take advantage of
the driest weeks of the year, a production schedule extending from
mid-August to the end of April could be evaluated. Production would
stop trom the late December and January, but factories would be kept
in readiness for continued operations as soon as the weather penmits.

The production of Ethanol was considered using the production
parameters of previous studies in 2005 and 2008. The low prices of oil
and 1ts related products at this time are not in favour of substiwting
sugarcane nor molasses to fuel ethanol production.

The production of other crops on an extended scale will not engage
the Field labour thar is likely to be displaced by any form of
contraction of treld operations on any estate.

............................................................................................
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V.

SYNOPSIS OF SUB-COMMITTEE REPORT - FACTORY

(Mr. John Dow, Mr. Joseph Alfred, Mr. George James)

The Guvana Sugar Corporation is currently in the throes of a grave
financial crisis, whereby it is indebted to such an extent that it has
been unable, since 2009, to fund adequately tts capital and routine
expenditure. As a consequence, factary efficiencies have reached
unacceptable levels. whilst the quality of cane supphlied shows
increased extraneous matter resulting tfrom mechanical harvesting
and/or mechanical ioading. High Out-Of-Cane hours, at all locations.
have resulted in the factories not being able to achieve the weekly
grinding hours necessary for good productivity and efficiency.

The Skeldon Sugar Meodernisation Project (SSMP), conceived to
inaugurate the turnaround of the Industry. must be singled out as a
major project poorly executed, which, to date, has not performed to its
design specitications. The large sums, both Capital and Routine, spent
on the Skeldon Factory, since commissioning in 2009, have served to
starve the other 6 factories of badly needed funds. Furthermore
Skeldon continues to account for the greater share of GuySuCo’'s
meagre resources. Note, also. that a serious threat exists in the present
condition ol the diffuser drive gearbox, which, it not attended to
urgently, can result in the factory coming to an abrupt halt until the
problem is fixed. Punt dumpers need to be made more reliable and all

automation systems in the factory must be enabled to reduce labour
COsts.

High labour and statt turnover and the frequent movement of staft
among Estates exacerbated the decline. Further to this, generous
Union Agreements and work stoppages have not been helpful in the
thrust to resuscitate the Industry.

Dwindling supplies of cane at Wales and Uitvlugt have brought into
sharp focus the continuity of the two estates where private cane
farming 1s pivotal to their separate or conjoined existence.
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New Boilers in some tactories and changes to existing boilers in other
factories will be necessary in order to cope with the increased quantity
ot field soil entering with the canes.

A restructured Factory Operations hierarchy is overdue for better
work distribution and effectiveness. Management training is sadly
facking and must be given priority to arrest declining standards in all
areas of factory management.

Co-generation. The Industry must consider additional revenue
streams since post 2017 will herald the cessation of premium prices
for raw sugar and GuySuCo will be forced to compete at World
Market Prices. Such revenue streams must include the sale of
electrical power to Guyana Power and Light (GPL). This Co-
generation power is that which is derived from the burning ot bagasse
(the fibrous residue of the cane after milling or diffusion) in the
boilers to produce steam to drive the Turbo-Alternators which
generate electrical power tor internal tactory use and surplus for
export and sale to the National Grid (GPL). Skeldon factory was
designed for Co-generation and needs to maximize this revenue
stream. However, the Power Purchase Agreement (PPA) between
GuySuCo and GPL must be renegotiated with a view of obtaining
a fair price for the electrical power, as the existing price of US 4
cents/ KkWh for steam-generated power is considered to be much
too low. Other factories, such as a new Albion/Rose Hall factory on 4
greenfield site can be considered and designed tor Co-generation n
order to become profitable. Tt must be noted. however, that this will
require considerable capital tunds which will have to be sourced trom
private entities.

With large Government subsidies being unsustainable, it is
recommended that the industry, whether contracted or otherwise.
move towards privatization with the hope of garnering the large
financial resources necessary for its survival.
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V.

SYNOPSIS OF SUB-COMMITTEE REPORT - MARKETING
(Mr. Claude Housty)

The market analysis is intended to put into current and future
perspective markets for Guyana’s bulk and value-added sugar as well
as other by-products.  This is done with respect to each market
specifically as well as generally. The specific markets dealt with,
based on 2014 figures, were the European Union (EU) to which75%
of our sugar was exported, the United States (US) with 7%,
CARICOM with 6% and the local market with 12%.

The EU has always been considered Guyana’s most important market
because of the high price received and the large quantity shipped
thereto. However, over the years even though the quantity shipped
remained relatively constant, the price received continues to be
reduced and this erosion will reach its climax on 30" September,
2017. Though the EU will continue to be the market to which the
largest quantity of sugar is shipped, it will no longer be the premium-
priced market it was. From the perspective of price, the EU will have
becoime the least lucrative of Guyana’s markets.

There 1s a fixed amount of bulk sugar (about 12,700 tonnes) which
can be exported to the US at a preferential price. Guyana can also
ship hghly priced packaged sugar to the USA and Canada. However,
a new brand ot packaged sugar has to be introduced to this market
after a lawsuit which prevents the original brand-Demerara Gold
(DG)- from being shipped thereto.

Consumption of sugar on the Local Market suggests that Guyana has
one of the highest per capita rates of consumption in the world. The
quantity consumed includes relatively low priced bagged sugar.
There will be efforts to deliberately change consumption patterns

trom the lower priced bagged sugar to the higher priced value-added
packaged sugar over time.

The CARICOM Market can be a high-priced priority and captured
market for Guyana's packaged sugar as well as for refined sugar.
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There is a premium price to be obtained because of the Common
External Tarift (CET). With respect to refined sugar, none is
currently being produced in Guyana but the premium price and the
size of the market make investment in a refinery well worth the while.
‘The value-added packaged sugar is already known and accepted in the
region. Accordingly, as mnuch as possible should be produced and
exported to benefit from the relatively high price available.

In addition to the current sales of molasses, there is a recommendation
that the product be bottled in small containers (400 — 500 ml.) and
promoted as a health food.

Co-Generation is recognized as having significant revenue earning
potential. All factories can benefit from this activity. In this regard
and particularly with respect to SWR, the creation of the Skeldon
Energy Inc. should be reversed.

There 1s a direct link between the World Market Price {WMP) and the
price obtained in every market to which Guyana exports sugar. All
prognostications suggest that the WMP will move slowly upwards, if
at all.  Guyana will continue to be a price-taker. In this regard,
Guyana will have to produce sugar of the highest possible quality
since the quality of the sugar produced and exported will have a
significant impact on the premium price received.

End of Synopsis of Sectoral Reports
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FOR FULL REPORT OF THE SUB-COMMITTEES PLEASE SEE:

e VOLUME 2 - HUMAN RESOURCES AND INDUSTRIAL
RELATIONS & ECONOMIC/FINANCIAL SUB-COMMITTEE
REPORTS

« VOLUME 3 - FIELD, FACTORY AND MARKETING SUB-
COMMITTEE REPORTS



‘1 APPENDIN | - Declining Sugar Production
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lonnes sugay

Teunes Cane vield | Sugar yield | Farmer tinnes | TState and
Year JArea harvested| Tonnes cane sugar fcits {1etha) (ts/hia} shpar Farmery
1940 23,224.6 1556050 150813 10.0 67.0 6.7 0 155,613
1941 22,308.4 1857082 171539 furs 83.0 7.7 4,080 175,619
1942 22,3774 1879451 177065 16.6 840 7.9 4,244 181,310
1943 22,715 2 1673941 122500 137 73.7 5.4 2,367 124,868
1944 21,9117 1347022 129081 10.4 1.5 5.9 4,450 133,540
1945 21,705.6 1563210 147783 5 720 6.8 7,331 150,114
1946 21,8365 1679650 159131 WG 76.9 7.3 3,347 162,478
1947 22,2707 1739073 157207 111 78.1 7.1 3523 160,730
1948 20,795.0 1867001 104984 11.4 89.8 7.9 3,472 167 856
1949 21,382.2 1913349 165578 116 89.5 7.7 1,077 168,655
1950 25,034,7 2073331 187430 i1 B2.8 7.5 3,224 190,665
1951 25,894 4 3344222 207947 113 90,5 8.0 31575 211,502
1052 28,067 7 2542039 231742 154 90.6 8.2 4,705 735,947
1953 27,774.0 7618831 228958 114 94.3 82 5,004 233,962
1954 30,551.2 2620970 228205 115 85.8 7.5 5 280 233,550
1955 .0 0 0 o 0
1950 0.0 a 0 0 0
1957 00 u 0 0 0
1958 0.0 0 0 0 0
1959 0.0 0 0 _ 0 0
1960 37,3542 3583053 320296 112 5.9 86 7,160 327,456
1961 1M,175.8 3402664 310458 110 82.6 75 6,200 316,724
1962 38,272.0 3272193 311790 6.5 85.5 2.1 7,144 318,974
1963 | aeeaca | o3zsa23 | 303398 | 0. 88,3 8.2 7,274 310,672
1964 | 360600 | 2855567 247378 11.6 793 6.9 5,998 253,375
1965 40,016.7 3207151 291897 1140 80.1 7.4 11,734 303,631
1666 38,3765 3104784 272220 114 80.9 7.1 12,881 785,100
1967 42,5112 3514978 121166 16.5 82.7 74 19,186 140,352
1968 38,9174 3045347 790244 10.7 749.5 75 11,943 112,107
1969 45,272.2 3771372 EELVAN 13 83.3 74 25,471 360,185
1970 38,136.5 3337870 280791 11.9 87.5 7.4 26,968 307,759
1971 47,9385 RYISTovs 330534 115 79.7 6.9 34,187 IHRFEL
1972 an,u68. 7 318495 {0 280394 114 bY.4 0.1 31,823 312,217
1973 39,445 .4 2924482 238247 123 734 6.0 24,507 262,753
1974 47,306.2 3557115 298140 1o 72 6.3 34,404 337,604
1975 | 36,0230 3001659 261943 114 834 73 36,818 298,761
1676 47,136.7 3595472 294546 12.2 763 b2 35,479 330,075
1977 37,814.0 2642719 205582 12.9 69.9 5.4 35,726 241,307
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TAPPENDIN 2 Unrealistic Projections

Unrcalistic Projected production
GuySaCo Business Plan 2006 2015
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