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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

Annual Report Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

For the Fiscal Year Ended September 30, 2003
Commission File No. 1-10307

IMPERIAL SUGAR COMPANY

(Exact name of registrant as specified in its charter)

Texas 74-0704500
(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

One Imperial Square, 8016 Highway 90-A, P.O. Box 9, Sugar Land, Texas 77487-0009
(Address of principal executive offices) (Zip Code)
Registrant’s telephone number, including area code: (281) 491-9181

Securities registered pursuant to Section 12(b) of the Act:

Name of each exchange
Title of each class on which registered

None Not applicable

Securities registered pursuant to Section 12(g) of the Act:
Common Stock, without par value
Warrants to Purchase Common Stock

Rights to Purchase Preferred Stock
(Title of each class)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during
the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements
the past 90 days. Yes No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S—K is not contained herein, and will not be contained, to the best
the Registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part 1l of this Form 10-K or any amendment to this
Form 10-K.

Indicate by check mark whether the registrant is an accelerated filed (as defined in Rule 12b-2 of the Act).  Yes No
The aggregate market value of the voting and non-voting common equity held by non-affiliates of the registrant on March 31, 2003, the last business day of
registrant’s most recently completed second fiscal quarter, based on the last reported trading price of the registrant’s common stock on the NASDAQ Nationa

Market on that date, was approximately $34 million. For purposes of the above statement only, all directors, executive officers and 10% shareholders are trea
as affiliates.

Indicate by check mark whether the registrant has filed all documents and reports required to be filed by Section 12, 13 or 15(d) of the Securities Exchange A
of 1934 subsequent to the distribution of securities under a plan confirmed by a court. Yes  No

There were 10,047,500 shares of the registrant's common stock outstanding on December 12, 2003.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s definitive proxy statement for registrant’s 2004 Annual Shareholders Meeting are incorporated by reference into Part Ill of this repc
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Forward-Looking Statements

Statements regarding future market prices and margins, future operating results, sugarbeet acreage, operating efficiencies, future government and legislative
action, future cost savings, future pension costs, our liquidity and ability to finance our operations, and other statements that are not historical facts contained
this report on Form 10-K are forward-looking statements. We identify forward-looking statements in this report by using the following words and similar
expressions:

¢ expect e project e estimate
e believe e anticipate o likely

¢ plan ¢ intend ¢ could

¢ should ¢ may e predict.
¢ budget

Forward-looking statements involve risks, uncertainties and assumptions, including, without limitation, market factors, energy costs, the effect of weather and
economic conditions, farm and trade policy, our ability to realize planned cost savings, the available supply of sugar, available quantity and quality of sugarbe
actual or threatened acts of terrorism or armed hostilities, legislative, administrative and judicial actions and other factors detailed elsewhere in this report anc
our other filings with the SEC. Many of such factors are beyond our ability to control or predict. Management cautions against placing undue reliance on
forward-looking statements or projecting any future results based on such statements or present or future earnings levels. Should one or more of these risks
uncertainties materialize, or should underlying assumptions prove incorrect, actual outcomes may vary materially from those indicated. All forward—looking
statements in this Form 10-K are qualified in their entirety by the cautionary statements contained in this section and elsewhere in this report.
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PART I

ITEM 1. Business
Overview

Imperial Sugar Company is one of the largest processors and marketers of refined sugar in the United States. We produce, package and distribute sugar at
facilities located in California, Georgia and Louisiana. For the year ended September 30, 2003, we sold approximately 37 million hundredweight, or cwt, of
refined sugar.

We offer a broad product line and sell to a wide range of customers directly and through wholesalers and distributors. Our customers include retail grocers,
foodservice distributors and industrial customers, principally food manufacturers. Our products include granulated, powdered, liquid and brown sugars market
in a variety of packaging options (one pound packages to 100—pound bags and in bulk) under various brands (Dixie iaoitgfalimperial, Pionee? and

Spreckel§) or private labels. In addition, we produce selected specialty sugar products, including Savannata @mehium-—priced, free—flowing brown

sugar) and specialty sugars used in confections and icings. We have a broad customer base, with no single customer accounting for 10% or more of our
consolidated sales for the year ended September 30, 2003.

Imperial Sugar Company was incorporated in 1924 and is the successor to a cane sugar plantation and milling operation begun in Sugar Land, Texas in the ¢
1800s that began producing granulated sugar in 1843. In 1988, we purchased Holly Sugar Corporation and in April 1996, we acquired Spreckels Sugar Comj
We completed our acquisition of Savannah Foods & Industries, Inc. in December 1997 and we acquired Wholesome Sweeteners L.L.C. in September 1998 &
Diamond Crystal Specialty Foods, Inc. in November 1998.

On August 29, 2001, Imperial Sugar and substantially all of its subsidiaries emerged from protection under the U.S. Bankruptcy Code, under which they filed -
relief in January 2001. Under our plan of reorganization, our old common stock was canceled, our bondholders and some of our trade creditors received 98%
the stock of our reorganized company and some of our creditors received reduced cash and deferred payment settlements. We have applied reorganization &
fresh start accounting adjustments to our consolidated balance sheet as of August 29, 2001. Under fresh start accounting, a new reporting entity is considere
be created and the recorded amounts of assets and liabilities are adjusted to reflect their estimated fair values at the date fresh start accounting is applied.

Since the beginning of fiscal 2002, we sold (1) our disposable meal kit business in December 2001, (2) our Michigan Sugar Company subsidiary in February
2002, (3) our Worland, Wyoming sugarbeet factory in June 2002, (4) our Sidney, Montana, Torrington, Wyoming and Hereford, Texas sugarbeet facilities in
October 2002 and (5) the majority of our foodservice business in December 2002. These sales, together with sales of surplus land and non-operating assets
generated gross proceeds of approximately $274 million. We also discontinued our Sugar Land, Texas sugar refinery operations in December 2002 and the
related packaging and distribution operations in June 2003. We undertook these transactions and others to reduce our debt, to lower our working capital neec
reduce our costs and to concentrate our resources in our most strategic regions of the Southeast, Southwest, Midwest and the West Coast. In connection witl
Michigan Sugar Company sale, we have a multi-year agreement to market all refined sugar production from those facilities.

In previous years, we operated in two business segments — the sugar segment, which produces and sells refined sugar and related products, and the foodsel
segment, which sold and distributed numerous products to foodservice customers. On December 30, 2002, we sold the majority of our foodservice business
(including all of the non—-sugar products business) for gross proceeds of approximately $121 million and now report foodservice results as discontinued
operations. We retained a substantial portion of the bagged sugar product sales to the foodservice market in this transaction, and we entered into a five-year
sugar supply agreement for the foodservice operations that were sold.
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In conjunction with the sale of our foodservice business, we refinanced our senior bank debt in December 2002, and entered into a new $175 million credit
facility. Please read “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations — Liquidity and Capital Resources.”

Overview of the Sugar Industry

Refined sugar can be produced by either processing sugarbeets or refining raw sugar produced from sugar cane. The profitability of cane sugar and beet sug
operations is affected by government programs designed to support the price of domestic crops of sugar cane and sugarbeets. These government programs
cane sugar and beet sugar operations differently.

Cane Sugar Production Process

Sugar cane is grown in tropical and semitropical climates throughout the world as well as domestically in Florida, Louisiana, Texas and Hawaii. Sugar cane is
processed into raw sugar by raw cane mills promptly after harvest. Raw sugar is approximately 98% sucrose and may be stored for long periods and transpo
over long distances without affecting its quality. Raw cane sugar imports are limited by United States government programs.

Cane sugar refineries like those we operate purify raw sugar to produce refined sugar. Operating results of cane sugar refineries are driven primarily by the
spread between raw sugar and refined sugar prices and, to a lesser extent, by the conversion costs of the refining process.

Beet Sugar Production Process

In contrast to sugar cane, sugarbeets can grow wherever a five—-month growing season is possible. In the United States, sugarbeets are grown in California,
Colorado, Idaho, Michigan, Minnesota, Montana, Nebraska, North Dakota, Ohio, Oregon, South Dakota, Washington and Wyoming. Harvest periods depend
the growing area, but generally are in the early fall, except in California, where spring and summer harvests occur.

Sugarbeets are highly perishable and must be processed into refined sugar quickly after harvest to avoid deterioration. Sugarbeets may be stored in piles for
periods while awaiting processing where temperatures are sufficiently cool. Sugarbeets are converted to refined sugar through a single continuous process af
sugar factories which are located near the areas in which sugarbeets are grown in order to reduce freight costs and the risk of deterioration before processing

The production campaigns at any facility generally last 90 to 200 days, and operating results are driven primarily by the quantity and quality of sugarbeets
dedicated to the factory and the net sales prices received for the refined beet sugar. Under industry practice, the beet processor shares a portion of the net sé
price with growers through various participation or recovery contracts or cooperative arrangements.

Government Regulation

Federal government programs have existed to support the price of domestic crops of sugarbeets and sugar cane almost continually since 1934. The regulato
framework that currently affects the domestic sugar industry includes the Farm Security and Rural Investment Act of 2002, otherwise known as the Farm Bill.
The Farm Bill provides for loans on sugar inventories to first processors (i.e., raw cane sugar mills and beet processors), implements a tariff rate quota that lir
the amount of raw and refined sugar that can be imported into the United States, and imposes marketing allotments on sugarbeet processors and domestic r:
cane sugar producers in some circumstances. In addition, the North American Free Trade Agreement, or NAFTA, adopted in 1994, limits the amount of sugal
that can be imported to and exported from Mexico. To date, NAFTA has had a lesser impact on the United States sugar market than the Farm Bill and its
predecessor acts. However, NAFTA may have a greater impact on both demand and supply in the future. Please read “—Sugar Legislation and Other Marke
Factors.”
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Domestic Demand

Domestic demand for refined sugar increased each year from 1986 through 2001 (after an earlier period in which sugar consumption declined due primarily t
switch by soft-drink manufacturers from refined sugar to high—fructose corn syrup), and the annual rate of growth over the five-year period ended Septembe
30, 2001 has ranged from 1.5% to 2.0%. Domestic demand declined 0.5% in 2002, due primarily to increased imports of sugar containing products and sugat
blends, and remained flat in 2003.

Domestic Supply

Reduced demand in the early 1980s due primarily to the switch of soft drink manufacturers to high-fructose corn syrup was absorbed principally by capacity
reductions in the cane sugar refining sector. Approximately one-third of domestic cane sugar refining capacity was eliminated between 1981 and 1988. Cane
sugar refining capacity remained relatively flat from 1988 until 1998, when a competitor constructed a refinery in Florida with a rated annual capacity of
approximately 10 million cwt. In December 2002, we closed our Sugar Land Texas refinery and, in 2003, a competitor closed a refinery operation, eliminating
additional capacity. Growth in refined sugar demand during the last decade has been largely satisfied through increased beet sugar production. In recent yea
there have been a number of expansions to existing beet sugar factories to allow for an increase in acreage dedicated to sugarbeets. Marketing allotments ur
the Farm Bill likely will affect future sugarbeet production. These allocations may limit the amount of domestic raw sugar that is available for refining and may
limit sugar available for sales. Please read “—Sugar Legislation and Other Market Factors.”

Domestic Refined Sugar Prices

Given the existing domestic supply and demand situation and the current status of government regulation, the price of refined sugar in the United States in re
years has been driven primarily by the amount of beet sugar supply. Historically, good crop years have led to relatively soft refined sugar prices, and small cr
years have led to relatively strong refined sugar prices.

Our Products
Sugar Products

Imperial Sugar is one of the largest processors and marketers of refined sugar in the United States. Refined sugar is our principal product line and accounted
approximately 96% of our consolidated net sales for the year ended September 30, 2003. We produced approximately 85% of our refined sugar from raw car
sugar and 15% from sugarbeets in 2003 and market our sugar products to retail grocers, foodservice distributors and industrial food manufacturers by direct ¢
and through brokers.

Retail Grocery Sales—We produce and sell granulated white, brown and powdered sugar to grocery customers in packages ranging from one—pound packag
25-pound bags. Retail packages are marketed under the trade names:

» Dixie Crystalg * Pionee?
. HoIIy® *  Spreckel®
. ImperiaTD

Retail packages are also sold under retailers’ private labels, generally at prices lower than those for branded sugar. Core markets for our branded sugar and
private label products include the Southeast, Southwest and Midwest United States. Our primary business strategy is to seek to capitalize on our well-known
brands to increase sales of our higher—-margin branded products as a percentage of total grocery sales. For the year ended September 30, 2003, our sales of
refined sugar products to retail grocery customers accounted for approximately 32% of our refined sugar sales. Of sales made to retail grocery customers in t
year ended September 30, 2003, approximately 36% were of our own brands while 64% were sold as private label.
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Industrial Sales—We produce and sell refined sugar, molasses and other ingredients to industrial customers, principally food manufacturers, in bulk, package
liquid form. Food manufacturers purchase sugar for use in the preparation of confections, baked products, frozen desserts, canned goods and various other f
products. Historically, we have made the majority of our sales to industrial customers under fixed price, forward sales contracts with terms of one year or less
Industrial sales generally provide lower margins than grocery and foodservice sales. For the year ended September 30, 2003, our sales of refined sugar prod
to industrial customers accounted for approximately 53% of our refined sugar sales in the sugar segment.

We also produce specialty sugar products and sell them to industrial customers. These sales for the year ended September 30, 2003 accounted for 4% of
industrial sales. Specialty sugar products include:

«  Savannah Gold (a premium—priced, free flowing brown sugar marketed primarily to industrial customers)

¢ edible molasses

*  syrups

¢ specialty sugars used in confections, fondants and icings.

Foodservice Sales—We sell a variety of sugar products (including granulated, powdered and brown sugar) in package sizes ranging from one—pound packag
100-pound bags to foodservice distributors who in turn sell those products to restaurants and institutional foodservice establishments. For the year ended
September 30, 2003, our sales of refined sugar products to foodservice distributors accounted for approximately 15% of our refined sugar sales. Under terms
our sale of the majority of our foodservice business in December 2002, we have agreed not to sell individual servings of sugar and certain non—sugar product
a period of five years following the closing date of that sale.

By-Products

We sell by—products from our beet sugar processing, principally beet pulp and molasses, as livestock feeds to dairymen, livestock feeders and livestock feed
processors. The major portion of the beet pulp and molasses produced from sugarbeet operations is sold during and shortly after the sugar-making campaigi
By—products from beet sugar processing are marketed primarily in the United States and accounted for approximately 3% of net revenues for the year ended
September 30, 2003. By—product markets are highly competitive because of the availability and pricing of by—products of other sugarbeet processors and cor
wet millers, as well as other livestock feeds and grains. The market price of our by—products relative to the price of competitive feeds and grains is the princip
competitive determinant. Among other factors, the weather and seasonal abundance of such feeds and grains may affect the market price of by—products.

Beet Seed

We also develop, produce and market commercial seed to beet growers under contract to us as well as to growers under contract to grow for other beet suga
processors. For the year ended September 30, 2003, beet seed sales accounted for 1% of our net revenues. We do not sell, nor do we authorize our growers
genetically modified seed in their production programs. Our beet seed operations are conducted primarily in Sheridan, Wyoming.

Sales and Marketing

We sell products directly through our sales force and through independent brokers. We maintain sales offices at our offices in Sugar Land, Texas and Port
Wentworth, Georgia and at regional locations across the United States, including Saginaw, Michigan. We consider our marketing and promotional activities
important to our overall sales effort. We advertise our brand names in both print and broadcast media (primarily radio) and distribute various promotional
materials, including discount coupons and compilations of recipes.
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Operational Facilities

We own and operate two cane sugar refineries and two sugarbeet factories. Each facility has packaging and distribution capabilities, is served by adequate
transportation and is maintained in good operating condition. The following table shows the location, capacity and production of each of our cane sugar refine
and sugarbeet factories:

Approximate Daily

- . Fiscal 2003
Melting Capacity Production
Cane Sugar Refineries (Pounds of Raw Sugar) (cwt)
Port Wentworth, Georgia 6,300,000 16,998,000
Gramercy, Louisiana 4,600,000 12,333,000
Sugar Land, Texas* N/A 2,679,000
Total 10,900,000 32,010,000
* Facility ceased refining raw sugar in December 2002, and discontinued distribution and packaging operations in June 2003.
Approximate Daily Fiscal 2003
Slicing Capacity Production
Beet Sugar Factories (Tons of Sugarbeets) (cwt)
Brawley, California 9,000 2,936,000
Mendota, California 4,200 2,507,000
Total 13,200 5,443,000

We also operate a packaging and distribution center in Tracy, California and a distribution facility in Ludlow, Kentucky and we contract for throughput and
storage at a number of warehouses and distribution stations.

Raw Materials and Processing Requirements
Raw Cane Sugar

We currently purchase raw cane sugar from domestic sources of supply located in Louisiana and Florida, as well as from various foreign countries. The
availability of foreign raw cane sugar for domestic consumption is determined by the import quota level designated by applicable regulation.

Of our raw cane sugar purchases, we historically have purchased approximately 40% to 60% through long—term contracts with raw sugar producers; 20% to :
under annual contracts with sugar producers or sugar traders; and 10% to 20% on a spot basis. In fiscal 2003, we purchased substantially all our raw cane st
needs for our Georgia refinery under a supply arrangement, which expired in September 2003 and provided for purchase of weekly quantities needed by our
refinery, in lieu of full shipments of raw sugar. Since the expiration of the supply agreement for our Georgia refinery, we have negotiated supply agreements v
a number of trade suppliers and a producer of raw sugar to provide approximately 70% of the refinery requirements, with the remainder purchased from the
domestic and offshore markets. We have two years remaining under a three—year contract with a local producer that supplies substantially all the raw sugar r
for our Louisiana refinery.

The terms of raw cane sugar contracts vary. Raw cane sugar purchase contracts can provide for the delivery of a single cargo or for multiple cargoes over a
specified period or a specified quantity over one or more crop years. Contract terms may provide for fixed prices but generally provide for prices based on the
futures market during a specified period of time. The contracts provide for a premium if the quality of the raw cane sugar is above a specified grade or a disco
if the quality is below a specified grade. Contracts generally provide that the seller pays freight, insurance charges and other costs of shipping.
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Historically, the majority of our industrial sales are under fixed price, forward sales contracts. In order to mitigate price risk in raw and refined sugar
commitments, we manage the volume of refined sugar sales contracted for future delivery in relation to the volume of raw cane sugar purchased for future
delivery by entering into forward purchase contracts to buy raw cane sugar at fixed prices and by using raw sugar futures and option contracts.

We have access to approximately 300,000 short tons of aggregate raw sugar storage capacity, including 220,000 short tons of storage capacity at our Port
Wentworth, Georgia refinery. At Port Wentworth, we have the capability to segregate our raw sugar inventory, which allows us to store bonded sugar for
re—export. Bonded sugar is non—quota eligible raw sugar stored for re—export in a bonded warehouse under federal customs service regulations.

Sugarbeet Purchases

We purchase sugarbeets for our two California beet processing facilities from independent growers under multi-year contracts, the pricing and quantity terms
which are negotiated annually with an association representing the growers. We contract for acreage prior to the planting season based on estimated deman
marketing strategy, expected impact of marketing allotments, processing capacity and historical crop yields.

The contracts we use provide for payments to the grower based on the sugar content of the sugarbeets delivered by each grower and the net selling price of
refined beet sugar during the specified contract year. The net selling price is the gross sales price less certain marketing costs, including packaging costs,
brokerage, freight expense and amortization costs for certain facilities used in connection with marketing. Use of a participating contract reduces our exposur
price risks on our refined sugar inventory by causing the price we pay on our sugarbeet purchases to vary with the price received for refined sugar.

Our beet sugar operations depend on the quantity, quality and proximity of sugarbeets available to our factories. Sugarbeet acreage varies depending on fact
such as prices anticipated by growers for sugarbeets versus alternative crops, prior crop quality, productivity, availability of irrigation and weather conditions. |
addition, the quantity and cost of refined sugar subsequently produced from the sugarbeet crop may be materially affected by the acreage harvested, crop dis
insects and weather conditions during the growing, harvesting, and processing season.

Energy

The primary fuel we use is natural gas, although we also use coal in Brawley, California and Port Wentworth, Georgia. We generate a substantial portion of tf
electricity used at our refineries and factories. We have the equipment to use fuel oil at certain locations both as an alternative energy source when the price |
more attractive and as a backup to natural gas in the event of curtailment of gas deliveries.

We typically purchase natural gas and coal supplies under contracts for terms of one year or more that do not contain minimum quantity requirements. Pricing
natural gas generally is indexed to a spot market index. We have used financial tools such as futures, options, swaps and caps in an effort to stabilize the pric
gas purchases under indexed contracts. Coal is available in abundant supply domestically and we are able to purchase coal competitively. Higher natural gas
prices in fiscal 2003 were mitigated by hedging activity but we expect to pay high energy prices in fiscal 2004.

Other Raw Materials

We use foundry coke and limestone at our Brawley, California beet sugar factory. We generally purchase coke under contracts with one to three—year terms
use rail transportation to deliver the coke to factories. Domestic coke supplies may become tighter due to environmental restrictions; however, we have the oj
of converting existing coke—fired equipment to natural gas should the availability and economics of coke so dictate.
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Seasonality

Sales of refined sugar are somewhat seasonal, normally increasing during the third and fourth fiscal quarters because of increased demand of various food
manufacturers, including fruit and vegetable packers. Shipments of specialty products (brown and powdered sugar) increase in the first fiscal quarter due to
holiday baking needs. Our second fiscal quarter ending March 31 historically has experienced lower revenues and earnings than our other fiscal quarters as :
result of reduced demand for refined sugar, margin reduction from product mix changes and lower absorption of fixed costs of our cane refineries, as well as
reduced inventories of refined sugar produced from sugarbeets in the period prior to the commencement of the seasonal sugarbeet campaign.

Although the refining of cane sugar is not seasonal, the production of beet sugar is a seasonal activity. Each of our beet sugar factories operates during
sugar—making campaigns, which generally begin in early April and total 150 days to 200 days in length each year, depending on the supply of sugarbeets
available to the factory. The seasonal production of sugarbeets requires us to store significant refined sugar inventory at each sugarbeet factory.

Sugar Legislation and Other Market Factors

Our business and results of operations are substantially affected by market factors, principally the domestic prices for refined sugar and raw cane sugar and t
quality and quantity of sugarbeets available to us. These market factors are influenced by a variety of forces, including the number of domestic acres contract
to grow sugarbeets, prices of competing crops, weather conditions and United States farm and trade policies.

The principal legislation currently supporting the price of domestic crops of sugar cane and sugarbeets is the Farm Security and Rural Investment Act of 2002
otherwise known as the Farm Bill, which became effective October 1, 2002 and extended the sugar price support program for sugar cane and sugarbeets unt
2008.

Farm Bill

The Farm Bill has three important aspects:

* Non-recourse Loan Program. The Farm Bill provides for a loan program (continued from predecessor acts) covering sugar cane and sugarbeet crc
during the 2002 to 2008 period. The program authorizes the Commodity Credit Corporation, or CCC, a federally owned and operated corporation
within the U.S. Department of Agriculture, or USDA, to extend loans to first—processors of domestically grown sugar cane and sugarbeet crops
secured by sugar inventories from current year crop production at rates of approximately 18 cents per pound for raw cane sugar and 22.9 cents pe
pound for beet sugar. CCC loans are non-recourse and mature the earlier of nine months after the date of the loan or September 30 each year. Th
program provides price support to the first—processor by effectively enabling the sale of cane sugar and refined beet sugar by forfeiture of the
collateral at the respective loan rates in the event that the market prices drop below the loan—-advance levels.

« Tariff-rate Quota System. The tariff-rate quota, or TRQ, element of the Farm Bill limits the amount of raw and refined sugar that can be imported
into the United States, subject to a minimum amount mandated under the General Agreement on Tariffs and Trade (currently 1.276 million short
tons), by imposing a tariff, currently $17.60 per cwt, on over—quota sugar that makes its import uneconomical. To the extent a processor sells refine
sugar for export from the United States, it is entitled to import an equivalent quantity of non—quota eligible foreign raw sugar. The government
administers the program by adjusting duties and quotas for imported sugar to maintain domestic sugar prices at a level that discourages loan defat
under the non-recourse loan program.

«  Marketing Allotments. The Farm Bill in certain circumstances imposes marketing allotments on sugarbeet processors and domestic raw cane sugat
producers who supply raw sugar. Marketing allotments can have the effect of reducing the amount of domestic sugar that is available for marketing
and strengthening sugar prices. Marketing allotments were in force in fiscal 2003 and continue to be in force for fiscal 2004. The USDA can adjust
allotments to meet changing market situations.
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The Farm Bill requires that the USDA operate its non—-recourse sugar loan program, to the maximum extent possible, so as to avoid forfeiture of sugar to the

CCC. To this end, the USDA has the authority to accept bids from sugar cane and sugarbeet processors to obtain raw cane sugar or refined beet sugar in CC
inventory in exchange for reduced production of raw cane sugar or refined beet sugar. This payment—in-kind authority, if employed by the USDA, effectively

moves inventories of CCC-owned sugar back into the market without increasing overall supply.

Free Trade Initiatives

The North American Free Trade Agreement, or NAFTA, contains provisions that allow Mexico to increase its raw or refined sugar exports to the United States
275,576 short tons raw value by 2007, if Mexico is projected to produce a net surplus of sugar. In 2008, NAFTA sugar duties and quotas expire and sugar me
freely traded between the United States and Mexico. The NAFTA sugar agreement currently is under renegotiation by the governments of the United States ¢
Mexico. Mexican access to the United States market could be greater in future periods. In addition to the NAFTA programs, a number of other trade initiatives
and negotiations involving the Americas and other quota holding countries are evolving and their impact on the domestic market is currently unknown.

Environmental Regulation

Our operations are governed by various federal, state and local environmental regulations. These regulations impose effluent and emission limitations, and
requirements regarding management of water resources, air resources, toxic substances, solid waste, and emergency planning. We make application for
environmental permits required under federal, state and local regulations and we have obtained or have filed for environmental permits as required in Califorr
Florida, Georgia, Louisiana and Texas.

Remediation
The soil and ground water at our Mendota, California facility has been found to have elevated concentrations of salts. In the mid-1990s, we developed a
prevention plan to install a clay cap on the area of concern and to treat the affected ground water. The prevention plan will be accomplished over a 20- to
30-year period, and we have recorded a $1.1 million liability for the present value of the estimated future costs to install the cap in accordance with the plan
established with local authorities.

As a result of the cessation of sugar production at our facilities in Clewiston, Florida; Hamilton City, California; and Tracy, California, we expect that we will be
required to incur costs to remediate certain production areas, including possibly the removal of material from former production settling ponds in accordance
with waste discharge requirements. Additional expenditures also may be required to comply with future environmental protection standards, although the amc
of any further expenditures cannot be fully estimated. We have recorded a liability of $1.4 million based on management’s estimates of the remediation costs
likely to be incurred in connection with remediating these production areas, including closing the former settling ponds.

Research

We operate research and development centers in Sugar Land, Texas and Port Wentworth, Georgia where we conduct research relating to:

«  manufacturing process technology

« factory operations

« food science

¢ new product development.
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In Port Wentworth, we operate a “pilot plant” where we have developed sugar products co—crystallized with other flavors such as honey. We market the
co-crystallized specialty products produced at the pilot plant.

Competition

We compete with other cane sugar refiners and beet sugar processors and, in certain product applications, with producers of other nutritive and non—nutritive
sweeteners, such as high—fructose corn syrup, aspartame, saccharin, sucralose and acesulfam-k. We also compete with foodservice companies and resellel
distributing bag sugar products. Our principal business is highly competitive, where the selling price and our ability to supply a customer’s needs in a timely
fashion are important competitive considerations.

Employees

At November 30, 2003, we employed approximately 1,200 year-round employees. In addition, we employ approximately 300 seasonal employees over the
course of a year in our California sugarbeet operations. Our Port Wentworth, Georgia refinery employs non-union labor. Substantially all of the employees at
other plants are covered by collective bargaining agreements which expire in March 2004 in California and February 2005 in Louisiana.

Disposed of Operations

Since we emerged from bankruptcy protection in August 2001, we have explored avenues to rationalize capacity, reduce cash flow volatility and to shift our
focus to high—value functions such as marketing and distribution. To that end, we sold (1) our Michigan Sugar Company subsidiary and its four sugarbeet
factories in February 2002 for gross proceeds of approximately $63 million, (2) our Worland, Wyoming sugarbeet factory in June 2002 for gross proceeds of
approximately $3 million and (3) our Sidney, Montana, Torrington, Wyoming and Hereford, Texas sugarbeet facilities in October 2002 for gross proceeds of
approximately $34 million. In connection with the sale of the four Michigan Sugar Company beet factories, we executed an agreement to market all refined su
production from those factories through September 2011. In addition, we discontinued our raw cane sugar refinery operations in Sugar Land, Texas in Decen
2002 and the related packaging and distribution operations in June 2003. Since the beginning of fiscal 2002, we have also sold certain parcels of real estate :
other assets for gross proceeds of approximately $25 million.

We sold our nutritional products business in April 2001 for gross proceeds of approximately $65 million and our disposable meal kits business in December 2
for gross proceeds of approximately $28 million. On December 30, 2002, we sold the majority of our foodservice business (including all of the non-sugar
products business) for gross proceeds of approximately $121 million. We retained a substantial portion of the sugar product sales to the foodservice market ir
this transaction and entered into a five—year agreement to supply the majority of the sugar requirements for the disposed of business. As a result of the sale,
have reflected our foodservice business as discontinued operations in our consolidated financial statements.

Previously, our foodservice business sold numerous products to our foodservice customers ranging from 50—pound bags of sugar to individual packets of suc
salt, pepper, non—dairy creamer, sauces, seasonings, drink mixes and desserts. Our foodservice customers included restaurants, healthcare institutions, geri
centers, schools and other institutions and distributors to these businesses.

Available Information

Our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to these reports are available free of charg
our web site located at www.imperialsugar.com as soon as reasonably practicable after we file or furnish these reports electronically with the SEC.
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ITEM 2. Properties

We own each of our cane sugar refineries and sugarbeet factories, our packaging and distribution facility in Tracy, California, and our corporate headquarters
Sugar Land, Texas. We operate a distribution facility in Kentucky, and contract for throughput and storage at a number of warehouses and distribution station
We own additional acreage at our refineries and factories that is used primarily for settling ponds and as buffers from nearby communities or is leased as farn
and pasture land. Substantially all of these properties are subject to liens securing our bank debt. We are actively marketing the real estate for our former
Clewiston, Florida, Indianapolis, Indiana, and Hamilton City, California facilities and our Sugar Land, Texas refinery site. Please read “ltem 1.
Business—Operational Facilities.”

ITEM 3. Legal Proceedings

We are a party to litigation and claims that are normal in the course of our operations. While the results of litigation and claims cannot be predicted with
certainty, we believe the final outcome of such matters will not materially and adversely affect our consolidated results of operations, financial position or cast
flows.

In accordance with our plan of reorganization, we are working to resolve the remaining disputed claims of our pre—petition trade creditors in the U.S. Bankrup
Court for the District of Delaware. As we resolve disputed claims, we are distributing to the remaining pre—petition trade creditors cash or common stock as
provided under the plan of reorganization.

In conjunction with the cessation of refining operations in Sugar Land in December 2002, the Company offered its affected bargaining unit employees several
aggregating $2.3 million, even though not required by the collective bargaining agreement, in return for certain changes to the agreement. The union leaderst
rejected the Company’s offer and in February 2003 filed a grievance alleging the Company owed unspecified severance and other benefits pursuant to the
existing contract. The Company estimates that severance and other benefits calculated pursuant to the grievance would be between $4 million and $5 million
The Company believes that its interpretation of the contract is correct and that it will prevail in the arbitration of this grievance. The grievance arbitration hearil
was conducted in August 2003 and the parties are currently awaiting the arbitrator's decision.

In May 2003, sugarbeet growers from the Torrington, Wyoming area filed a complaint for unspecified damages alleging breach of contract, anticipatory
repudiation and breach of an implied covenant of fair dealing in connection with the Company’s sale of a beet processing facility to a third party in 2002. In
September 2003, the Wyoming Federal District Court granted the Company’s motion to dismiss all counts of the plaintiff's complaint and overruled the growel
motion for a rehearing. The growers have since filed an appeal of the Court’s decision. The Company believes these claims are without merit and that it will b
successful in defending against these claims.

ITEM 4. Submission of Matters to a Vote of Security Holders
None.
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EXECUTIVE OFFICERS OF THE REGISTRANT

The table below sets forth the name, age and position of our executive officers as of December 10, 2003. Our by—laws provide that each officer shall hold offi
until the officer’'s successor is elected or appointed and qualified or until the earlier of the officer’s death, resignation or removal by the Board of Directors. In
February 2003, we changed the titles of our Executive Vice Presidents to Senior Vice Presidents.

Name Age Positions

Robert A. Peiser 55 President and Chief Executive Officer

T. Kay Hastings 41  Senior Vice President — Human Resources
Patrick D. Henneberry 49  Senior Vice President — Commodities

William F. Schwer 56 Senior Vice President and General Counsel

W.J. Smith(1) 48 Senior Vice President — Operations

Darrell D. Swank 40 Senior Vice President and Chief Financial Officer
Lee Van Syckle 53 Senior Vice President — Sales and Marketing
Christophe Armero 42 Vice President — Strategy and Business Development
H.P. Mechler 50 Vice President — Accounting and Finance

Roy L. Cordes, Jr. 56 Secretary and Deputy General Counsel

J. Eric Story 40 Treasurer

(1)  Mr. Smith will be leaving the Company effective December 31, 2003.

Mr. Peiser became President and Chief Executive Officer in April 2002. Prior to joining Imperial, Mr. Peiser served as Chairman and Chief Executive Officer ¢
Vitality Beverages, Inc. of Tampa, Florida, a privately owned beverage company, from July 1999 to February 2002. Mr. Peiser was Chairman of the Board of
CV Services International, Inc. from May 1998 to November 1999 and President and Chief Executive Officer of Western Pacific Airlines from December 1996
to February 1998.

Ms. Hastings joined the Company as Senior Vice President—-Human Resources in June 2003. Prior to joining Imperial, she served as Senior Vice
President-Human Resources for Big V Supermarkets/Shoprite, a privately held grocery chain and member of the Wakefern Food Cooperative, from 1999 to
2002. From 1997 to 1999, Ms. Hastings held domestic and international management roles as Director of Training and Special Projects with Hechinger
Investment Company and with Wal Mart International-Mexico.

Mr. Henneberry joined Imperial as Executive Vice President in July 2002. Prior to joining Imperial, he was employed by Louis Dreyfus Corporation from 1984
to 2002. His more recent positions with Louis Dreyfus were: Vice President, Alcohol Division September 2001 to July 2002, Vice President, Louis Dreyfus
eBusiness Ventures from May 2000 to March 2002 and Executive Vice President, Louis Dreyfus Sugar Company from April 1996 to April 2000.

Mr. Schwer became Executive Vice President in July 1999 and served as Managing Director from October 1995 to July 1999, and General Counsel since 19¢
He also served as Senior Vice President from 1993 to 1995. Mr. Schwer joined Holly Sugar Corporation as Assistant General Counsel in 1988.

Mr. Smith joined Imperial as a Managing Director in September 1999 and became Executive Vice President in 2002. Prior to joining Imperial, Mr. Smith was
Senior Vice President — Worldwide Product Supply at Gerber Products Company from 1995 to 1999.

Mr. Swank joined Imperial as Executive Vice President and Chief Financial Officer in September 2002. Prior to joining Imperial, he served as Executive Vice
President, Chief Financial Officer and Corporate Secretary of Purina Mills, Inc., a leading branded consumer and agricultural feed manufacturer in the U.S. fr
April 1998 to February 2002. Before Purina Mills, Inc., Mr. Swank was the Chief Financial Officer of Koch Agriculture, a division of Koch Industries, Inc.
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Mr. Van Syckle joined Imperial as Executive Vice President in November 2002. Prior to joining Imperial, he served as head of Global Sales for Novartis
Consumer Health from March 2001 to April 2002 and was Senior Vice President of Sales in North America from November 1997 to March 2001. Prior to the
acquisition of Gerber by Novartis, he served as Vice President — Sales, Gerber Infant Care, North America.

Mr. Armero joined Imperial in June 2003 after nineteen years with Tate & Lyle PLC, a global sweetener and starch company. From 2000 to 2002, he was witt
Tate and Lyle’s Domino Sugar unit as Vice President — Sales and Marketing — Consumer and Foodservice and previously Vice President Specialty Ingredient
Mr. Armero held various other positions, including Commercial Director of Grupo Saenz (a unit of Tate & Lyle) in Mexico for three years and prior to that he
was responsible for strategy and business development for Tate & Lyle North America, which included Domino and Western Sugar (in the U.S.), Redpath Su
(in Canada) and Bundaberg Sugar (in Australia).

Mr. Mechler became Vice President—Accounting and Finance in February 2003 and was Vice President — Accounting from April 1997 to February 2003. Mr.
Mechler had been Controller since joining Imperial in 1988.

Mr. Cordes joined Imperial as Deputy General Counsel in September 1997. He became Secretary of Imperial in July 1998. Prior to joining the Company, Mr.
Cordes was in private law practice from 1995 to 1997.

Mr. Story became Treasurer in February 2003. He joined Savannah Foods & Industries, Inc. in 1987, which we acquired in 1997, and he has held a number ¢
finance and accounting positions within both Savannah Foods & Industries and Imperial. He became corporate controller for Savannah in 1994 and director ¢
planning and analysis for Imperial in 2002.
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PART II

ITEM 5. Market for Registrant’'s Common Equity and Related Shareholder Matters
Market Price of and Dividends on Common Equity and Related Stockholder Matters

Our common stock currently is listed on the NASDAQ National Market System under the symbol “IPSU.” As of December 10, 2003, there were approximately
2,000 shareholders of record of our common stock.

The following table contains information about the high and low sales price per share of our common stock for fiscal years 2003 and 2002. Shares of our
common stock existing after our reorganization became effective did not begin trading on the OTC Bulletin Board until October 11, 2001. Information about
OTC bid quotations represents prices between dealers, does not include retail mark-ups, mark—downs or commissions, and may not necessarily represent a
transactions. On April 16, 2003, our common stock began trading on the NASDAQ National Market System; market prices since April 16, 2003 are closing
prices as reported by NASDAQ.

Sales Price

Three months ended High Low
Fiscal 2002

December 31, 2001 $ 9.50 $5.50
March 31, 2002 $ 8.65 $6.50
June 30, 2002 $ 6.17 $1.95
September 30, 2002 $ 2.75 $2.00
Fiscal 2003

December 31, 2002 $ 5.01 $1.11
March 31, 2003 $ 6.40 $5.06
June 30, 2003 $10.60 $6.01
September 30, 2003 $11.40 $7.03

On August 29, 2001, Imperial Sugar’s plan of reorganization became effective. Under the plan of reorganization, an aggregate of 10,000,000 shares of comm
stock were issued to persons who were common shareholders and creditors of Imperial Sugar immediately prior to effectiveness of the plan of reorganization
of December 10, 2003, 325,364 shares of common stock were not yet distributed pursuant to the plan of reorganization pending finalization of certain claims.
Pursuant to the plan of reorganization, warrants expiring in August 2008 to purchase an aggregate of 1,111,111 shares of Imperial Sugar's common stock at
$31.89 per share were issued to persons who were common shareholders of Imperial Sugar immediately prior to effectiveness of the plan of reorganization.

Dividend Policy

Our current credit agreement prohibits the payment of dividends, other than dividends payable solely in our capital stock, so long as any borrowings remain
outstanding under the credit agreement. Unless we repay borrowings early, we will have borrowings outstanding under our credit facility until December 31,
2005. We currently do not anticipate paying dividends in the form of our capital stock. Any determination to declare or pay dividends out of funds legally
available for that purpose after termination or expiration of the credit facility will be at the discretion of our board of directors and will depend on our future
earnings, results of operations, financial condition, capital requirements, any future contractual restrictions and other factors our board of directors deems
relevant.
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ITEM 6. Selected Financial Data

The following selected consolidated financial information is derived from the consolidated financial statements of Imperial Sugar for periods both before and
after emerging from bankruptcy protection in August 2001. This consolidated financial data should be read in conjunction with our consolidated financial
statements including the related notes, and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included in this report.

The consolidated statements of operations information for the periods ended September 30, 2003, 2002 and 2001 and the consolidated balance sheet inform
at September 30, 2003, 2002 and 2001 reflect our financial position and operating results after the effect of our plan of reorganization and the application of tt
principles of fresh start accounting in accordance with the provisions of Statement of Position 90-7, “Financial Reporting by Entities in Reorganization under 1
Bankruptcy Law” (“SOP 90-7"). Accordingly, such financial information is not comparable to our historical financial information before August 29, 2001.

Selected financial data for the last six periods is as follows (in thousands of dollars, except per share data):

Successor Company Predecessor Company
Period from Period from
Year Ended August 30, October 1, Year Ended
September 30, 2001 2000 September 30,
to to
September 30, August 29,
2003(1) 2002 2001 2001(2) 2000 1999
For the Period:
Net Sales $1,110,811 $1,104,904 $ 114,934 $1,198,771 $1,505,346 $1,605,639
Operating Income (Loss) 7,968 23,487 (4,681) (53,028) (42,106) 25,699
Income (Loss) Before Cumulative Effect
and Discontinued Operations 1,967 (1,271) (7,590) (334,138) (48,674) (40,250)
Net Income (Loss) 76,657 16,417 (6,464) (316,340) (34,677) (18,124)
Per Share Data:
Basic Income (Loss) per Share:
Before Cumulative Effect and
Discontinued Operations $ 0.20 $ (0.13) $ (0.76) $ (10.31) $ (1.51) $ (1.27)
Net Income (Loss) 7.66 1.64 (0.65) (9.76) (2.07) (0.57)
Diluted Income (Loss) per Share:
Before Cumulative Effect and
Discontinued Operations $ 0.19 $ (0.13) $ (0.76) $ (10.31) $ (1.51) $ (2.27)
Net Income (Loss) 7.44 1.64 (0.65) (9.76) (1.07) (0.57)
Cash Dividends Declared per Share — — — — — $ 0.12
At Period End:
Total Assets $ 415,988 $ 444,600 $ 521,207 $1,060,269 $1,238,578
Long—-term Debt-Net 10,975 148,878 226,779 20,000(3) 553,577

Total Shareholders’ Equity 121,413 98,260 79,657 318,601 373,424

(1) Netincome includes a gain on sale of discontinued operations of $69.8 million.

(2) Includes fresh start adjustments aggregating $453.2 million and reorganization costs totaling $19.7 million, as more fully described in Note 2 to the
consolidated financial statements.

(3) At September 30, 2000, substantially all of our long—term debt was reclassified to current.
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ITEM 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This discussion should be read in conjunction with information contained in the Consolidated Financial Statements and the notes thereto.
Overview

We have significantly de—leveraged our balance sheet and improved our liquidity and our operating results since emerging from bankruptcy in August 2001. /£
key part of our strategy was the sale of certain operating units as well as the sale of surplus assets (for example, excess real estate and idle factory assets).
fiscal 2003, we sold the majority of our foodservice business and our Sidney, Montana, Torrington, Wyoming and Hereford, Texas sugarbeet factories, which
report as discontinued operations. In fiscal 2002, we sold our King Packaging operation, our Michigan sugarbeet operation and our Worland, Wyoming sugar
beet factory. As a result of these asset sales and improvements in our operating results, our total debt has been reduced from $231 million upon our emerger
from bankruptcy to $38 million at September 30, 2003.

The comparability of our financial results is affected by our filing for reorganization under chapter 11 of the Bankruptcy Code on January 16, 2001 and our
emergence from bankruptcy. The consolidated balance sheet information at September 30, 2003 and 2002 and the consolidated statements of operations an
flows for the years ended September 30, 2003 and 2002 and the period ended September 30, 2001 reflect results after the consummation of our plan of
reorganization and the application of the principles of fresh start accounting in accordance with the provisions of SOP 90-7. Our company before and our
company after adopting fresh start accounting are different reporting entities and our consolidated financial statements have not been prepared on the same |

We previously operated in two domestic business segments. With the sale of the majority of our foodservice operations, we now operate in a single segment,
which produces and sells refined sugar and related products. Revenues, volumes, costs and expenses of discontinued operations have been segregated fror
continuing operations in the Consolidated Statements of Operations and in the following discussion and analysis of results of operations. Discontinued operat
are presented in more detailed in Note 14 to the Consolidated Financial Statements.

Results of Operations
Industry Environment

Our results of operations substantially depend on market factors, including the demand for and price of refined sugar, the price of raw cane sugar, the quantit
and quality of sugarbeets available to us and the availability and price of energy and other resources. These market factors are influenced by a variety of exte
forces that we are unable to predict, including the number of domestic acres contracted to grow sugar cane and sugarbeets, prices of competing crops, dome
health and eating trends, competing sweeteners, weather conditions and United States farm and trade policy. The domestic sugar industry is subject to subst
influence by legislative and regulatory actions. The current farm bill limits the importation of raw cane sugar and the marketing of refined beet and raw cane
sugar, potentially affecting refined sugar sales prices and volumes as well as the supply and cost of raw material available to our cane refineries. Please read
“Iltem 1. Business—Sugar Legislation and Other Market Factors” and “—Competition” and “—Overview of the Sugar Industry.”

Weather conditions during the growing, harvesting and processing seasons, the availability of acreage to contract for sugarbeets, as well as the effects of cro
diseases and insects, may materially affect the quality and quantity of sugarbeets available for purchase as well as the costs of raw materials and processing
Please read “Item 1. Business—Raw Materials and Processing Requirements.”
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Fiscal Year Ended September 30, 2003

Our results of operations primarily depend on our success in achieving appropriate spreads of sugar sales prices over raw material costs and our ability to co
our manufacturing, distribution and administrative costs. Sugar sales comprised 95.8% of our net revenues in fiscal 2003, up from 94.8% in 2002.

Fiscal Year Ended
September 30,

2003 2002

(in Millions of Dollars)
Net Revenues:

Sugar Sales $1,070 $1,055
By-product Sales 30 33
Beet Seed Sales and Other Revenue 11 17
Net Revenues $1,111 $1,105

Sugar sales revenues increased slightly in fiscal 2003, primarily as a result of higher prices attributable to improved market conditions, as well as a higher mi
consumer products, which carry higher prices, due to rationalizing our industrial business after the closure of our Sugar Land, Texas refining operations in
December 2002.

Fiscal Year Ended September 30,

2003 2002

Volume Price Volume Price

(000 cwt) (per cwt) (000 cwit) (per cwt)
Sugar Sales:
Industrial 21,405 $ 26.46 22,104 $ 26.30
Consumer 10,526 32.04 9,931 31.33
Foodservice 5,568 29.83 5,717 28.53
Sugar Sales 37,499 $ 28.53 37,752 $ 27.96

Volumes decreased 0.7% in fiscal 2003, primarily as a result of the Sugar Land refinery closure.

Our gross margin improved to 7.3% of sales in fiscal 2003 compared to 6.5% in 2002, primarily due to better spreads of sugar selling prices over raw materia
costs and our ability to reduce per unit manufacturing costs. Our cost of raw cane sugar, which is the raw material for 85% of our sugar sales, increased from
$21.08 per cwt (on a raw market basis) in 2002 to $21.60 per cwt in 2003 or 2.4%. Sugarbeets are purchased from growers under contracts which relate the
of beets with the average selling prices of sugar, effectively sharing a fixed percentage of the final sales price. Thus, sugarbeet cost increased in fiscal 2003
proportionate with the increased sales price. Sugar manufacturing is an energy intensive process, and while we utilize coal and fuel oil in a portion of our
operations, the primary energy source for our plants is natural gas. We purchase approximately 5 million mmbtu annually and our average cost of natural gas
after hedging activity, increased to $3.82 per mmbtu in fiscal 2003 compared to $3.42 per mmbtu in 2002. We were able to mitigate the impact of the increase
natural gas costs by switching to less expensive alternate fuels where possible and by improving energy efficiency, resulting in a 4% increase in energy cost |
unit of production in fiscal 2003. Energy costs have continued to rise, and, as of November 30, 2003, we have purchased natural gas futures for approximatel
85% of our 2004 gas needs at an average cost of $5.06 per mmbtu. Other manufacturing costs decreased in fiscal 2003, primarily due to more efficient refine
operations following the cessation of refining in Sugar Land and to commensurate increases in volume at our remaining refineries.

Selling, general and administrative expense decreased 2.3% in fiscal 2003. We reduced staffing levels and undertook other cost reduction programs in respo
to the downsizing of our sales volumes and manufacturing activities. SG&A expenses include $0.8 million of severance and other termination costs in fiscal
2003, incurred as a result of these actions. Severance and other termination costs were $1.6 million in fiscal 2002. Additionally,
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we incurred $3.2 million of professional fees and other costs in 2003 in connection with our initiatives to rationalize businesses and restructure capital
requirements, including trailing bankruptcy costs of $0.6 million, compared to $5.6 million of such costs in fiscal 2002. Partially offsetting these decreases wer
$4.1 million of higher medical and incentive compensation costs.

Depreciation and amortization costs increased $2.1 million in 2003 as a result of $4.0 million of additional depreciation in 2003 due to the determination to clo
the Sugar Land operations. This additional depreciation was partially offset by a reduction in depreciation as a result of the sales of the Michigan and Worlanc
Wyoming sugarbeet factories, which occurred during fiscal 2002.

Gains on asset sales decreased $21.1 million primarily because of the Michigan Sugar sale in 2002. Additionally, in Fiscal 2003 we recorded impairment and
other charges totaling $4.3 million, primarily related to the Sugar Land closure and the adjustment of assets held for sale. Gains and losses on asset sales an
impairment and other charges are described in more detail in Note 13 to the Consolidated Financial Statements.

As a result of the items discussed above, operating income declined from $23.5 million for the year ended September 30, 2002 to $8.0 million for the year ent
September 30, 2003. Operating income includes charges (credits) which affect comparability between periods as follows:

Fiscal Year Ended

September 30,
2003 2002
(in Millions of
Dollars)
Charges (Credits) Included in Operating Income:
(Gain)/Loss on Asset Sales, Impairment and Other Costs:
Gain on Asset Sales $(2.9) $(24.0)
Impairment and Other Costs 4.4 —
Discount on Receivables Sold 1.9 2.7
Selling, General and Administrative Expense:
Severance Costs—Headquarters 0.8 1.6
Professional Fees and Expenses for Restructuring 3.2 5.6
Additional Depreciation on Assets Closed/Sold 4.0 15
Lease Income on Facilities Prior to Sale — (6.5)

« Gain on asset sales are detailed in Note 13 to the Consolidated Financial Statements.

« Asset impairment charges are primarily associated with the discontinuance of refining operations at our Sugar Land refinery in fiscal 2003, including
impairment of inventory, severance and environmental costs. Additionally, we recorded charges to reduce the carrying value of assets held for sale
There were no comparable charges or credits in fiscal year 2002.

« Discounts on receivables sold were incurred in connection with the Company’s accounts receivable securitization facility, which was terminated in
December 2002 in connection with the refinancing of the senior bank debt.

¢ Severance costs incurred in connection with corporate headquarters staff reductions in fiscal 2002 and 2003 are included in selling, general and
administrative expense.

« Selling, general and administrative expense also includes professional fees and other costs incurred in connection with our initiatives to rationalize
businesses and restructure capital requirements, including trailing bankruptcy costs, in fiscal 2002 and 2003.

« Additional depreciation related to the closing and reduced asset lives of the Sugar Land facility was recorded in the fiscal year 2003.
Depreciation related to the Michigan and Worland sugarbeet facilities prior to their sale was recorded during fiscal year 2002.
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* Lease income was recorded on the Michigan and Worland sugarbeet facilities prior to their sale in fiscal year 2002. There were no comparable crec
in fiscal year 2003.

Interest expense decreased dramatically in fiscal 2003 as a result of the debt reductions from asset sales. Additionally, interest expense was reduced due to |
working capital financing needs resulting from improved operations, and lower interest rates, as a result of both the new financing agreement and lower mark
rates. Finally, as a result of our repaying the senior bank debt in December 2002, we received a refund of $2.1 million of interest which had been charged to
expense in fiscal 2002. We reduced interest expense in fiscal 2003 by this refund. We wrote off $4.6 million of costs in connection with the repayment of our
senior bank debt in December 2002.

Other income includes dividends, royalties and other distributions from cost basis investments and joint ventures. In September 2003, we received a liquidatir
distribution of $2.2 million from the de—mutualization of an insurance company we had purchased key—man life insurance policies from a number of years agc

Detail of our provision for income taxes, including a reconciliation to the statutory federal rates, is provided in Note 8 to the Consolidated Financial Statements
We currently are not paying federal income taxes on our earnings as a result of net operating loss carryforwards from prior periods. However, we expect to be
paying cash taxes in fiscal 2004.

Income from discontinued operations includes the operating results and gains on sale of our foodservice and Rocky Mountain beet sugar operations, as detai
in Note 14 to the Consolidated Financial Statements.

Fiscal Year Ended September 30, 2002

During fiscal 2001 and 2002, we sold a number of business units in order to reduce our leverage. As a result, our consolidated sales, costs and expenses dec
significantly during fiscal 2002. The table below shows the effects of these dispositions, and our pro forma net sales, costs of sales and gross margin (before
depreciation) as if all these transactions had occurred on October 1, 2000 (in millions of dollars). The sales in first quarter fiscal 2003 of our foodservice busin
and our Rocky Mountain beet factories are reported as discontinued operations and have been excluded from the presentation below.

Twelve Months Ended
September 30, 2002

As Business Units
Reported Sold (1) Pro Forma
Net Sales $1,105.2 $ 1.3 $1,103.9
Cost of Sales 1,034.2 1.2 1,033.0
Gross Margin $ 71.0 $ 0.1 $ 709

Twelve Months Ended
September 30, 2001

As Business Units
Reported Sold (1) Pro Forma
Net Sales $1,314.6 $ 187.9 $1,126.7
Cost of Sales 1,274.9 179.1 1,095.8
Gross Margin $ 397 $ 8.8 $ 309

(1) Includes the results of Michigan Sugar Company sold in February 2002 and our Worland, Wyoming factory sold in June 2002. These facilities were leas
to their respective buyers in fiscal 2002 prior to sale.
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Pro forma net sales decreased $22.8 million or 2.0% in fiscal 2002 as a result of lower sales volume relating primarily to the closure of two Northern Californic
beet factories in fiscal 2001, which more than offset a 10% increase in sugar prices. Sugar prices in fiscal 2001 were depressed by a significant oversupply
resulting from consecutive large domestic sugarbeet crops, which outstripped the USDA'’s ability to maintain price supports at higher levels. Smaller domestic
crops and certain USDA actions, including implementation of PIK programs, led to higher refined sugar prices in fiscal 2002.

Pro forma gross margin as a percent of sales increased from 2.7% in 2001 to 6.4% in fiscal 2002, principally as a result of improved margins on sugar produc
Refined sugar prices increased more than raw cane sugar costs during fiscal 2002, improving margins. Sugarbeet costs increased proportionately with refine
prices due to the provision for sharing in net sales prices in our contracts with the growers. Additionally, reductions in manufacturing costs, including lower
energy costs, added to margin improvements.

Selling, general and administrative expense remained relatively flat in fiscal 2002 compared to the combined amount for the period ended August 29, 2001 ar
the period ended September 30, 2001, principally as a result of reductions in selling and administrative cost from sale of business units, as well as ongoing cc
savings initiatives. Additionally, the 2001 amounts include $3.2 million of costs incurred in connection with, but prior to, filing a petition for relief under Chapter
11 of the U.S. Bankruptcy Code. Trailing bankruptcy costs in fiscal 2002 were $1.6 million. Costs incurred during the pendency of the bankruptcy case in 200
are reported separately as reorganization costs. Included in the fiscal 2002 amounts are $5.6 million of consulting and personnel related costs incurred in
connection with the rationalization of our businesses and restructuring of our capital requirements. We experienced higher pension costs affecting both
manufacturing cost and administrative expense in 2002, as a result of both fresh start accounting and investment losses in the pension trust accounts.

Depreciation and amortization decreased during fiscal 2002 due to the application of fresh start accounting and the disposition of assets.

Interest expense declined during 2002 as a result of lower market interest rates and lower borrowings levels resulting from both the sale of business units anc
restructuring of our debt in bankruptcy. The margin of our borrowing rates over market interest rates under our senior bank credit agreement were increased
under amendments executed during fiscal 2002.

Liquidity and Capital Resources

On December 31, 2002, we entered into a new credit facility with a group of lenders led by Bank of America and General Electric Capital Corporation, which
replaced the term and working capital facilities we had in place when we emerged from bankruptcy. The initial funding under the new facility, together with the
cash proceeds from the sale of the majority of our foodservice operations, was used to repay senior bank debt and repurchase accounts receivable sold unde
securitization agreement, which was terminated. The new facility consists of a $35 million three-year term loan and a $140 million (subject to a borrowing ba:
calculation) three—year revolving credit facility, including a $50 million sub-limit for letters of credit. At September 30, 2003, the balance of the term loan was
$24.7 million and we had no outstanding borrowings under the revolving credit facility.

The facility is secured by substantially all of our assets and each of our subsidiaries is either a borrower or a guarantor under the facility. The agreement cont
covenants limiting our ability to, among other things:

¢ incur other indebtedness

¢ incur other liens

« undergo any fundamental changes

« declare or pay dividends

¢ engage in transactions with affiliates
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« enter into sale and leaseback transactions

¢ change our fiscal periods

¢ enter into mergers or consolidations

¢ sell assets

«  prepay other debt

In addition, the agreement requires that we comply with quarterly covenants, commencing September 30, 2003, as follows:

« aminimum level of earnings before interest, taxes, depreciation and amortization, as defined (“‘EBITDA") of $14 million for the nine months ended
September 30, 2003, increasing to $29 million for the year ending September 30, 2004 and $37 million for the year ending September 30, 2005.

« aminimum fixed charge coverage ratio (as defined) of 0.6 times for the nine months ended September 30, 2003, increasing to 0.95 times in fiscal
2004 and 1.0 times thereafter.

The facility also includes customary events of default, including a change of control. Borrowings will generally be available subject to a borrowing base and to
the accuracy of all representations and warranties, including the absence of a material adverse change and the absence of any default or event of default.
Although the facility has a final maturity date of December 31, 2005, we have classified debt under the new credit facility as current, pursuant to Emerging Iss
Task Force Issue 95-22 as the agreement contains a subjective acceleration clause if in the opinion of the lenders, there is a material adverse effect, and prc
the lenders direct access to our cash receipts. We are in compliance with all requirements of the agreement at September 30, 2003 and had unused borrowir
capacity of $58 million under the revolving credit facility, after considering $31.3 million of outstanding letters of credit issued principally to secure insurance
obligations.

Interest on the term loan accrues at LIBOR plus a margin that varies (based on utilization) between 2.75% and 3.50% or at a base rate (the Bank of America
prime rate) plus a margin that varies from 0.25% to 1.00%. Interest on revolving credit borrowings accrues at LIBOR plus a margin of 2.25% to 3.00% or the
base rate plus a margin of zero to 0.50%.

Our capital expenditures for the twelve months ended September 30, 2003 were $16 million, primarily for technology and productivity improvements. Capital
expenditures in fiscal 2004 are expected to total approximately $19 million, including $4 million of technology investments (primarily an Enterprise Resource
Planning system), with $5 million of expenditures related to normal replacement of factory equipment and $10 million related to productivity and packaging
improvements.

Accumulated other comprehensive income includes a charge of $50 million to increase the minimum pension liability at September 30, 2003, primarily due to
lower discount rate and lower than expected returns on plan assets. In 2003, we froze the benefits under our salaried pension plan which, along with the redu
of participants resulting from the sale of our foodservice operations, was accounted for as a curtailment, decreasing the actuarial projected benefit obligation.
This gain was offset against accumulated actuarial losses and no gain or loss was recognized in the consolidated statement of operations. Pension liabilities

totaled $89 million, which along with a $25 million liability for postretirement and postemployment medical benefits and deferred compensation liabilities of $9
million, comprised the the substantial portion of the non—current deferred employee benefits and other liabilities at September 30, 2003.

Our contributions to company-sponsored pension plans totaled $3 million in fiscal 2003 and are expected to total approximately $3 million in fiscal 2004. Our
independent actuary has estimated, assuming no change in current interest rates and assuming the plans’ assets grow at 8% per year, that our contributions
increase to $4 million in 2005 and $18 million in 2006, decreasing to $15 million in 2007 and $12 million in 2008.
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Our sugar production operations require seasonal working capital. Following the sale of our Rocky Mountain sugarbeet factories, which had substantial workii
capital requirements in the first half of our fiscal years, our seasonal requirements are expected to peak during our fourth fiscal quarter when inventory levels
high, and a substantial portion of the payments to raw material suppliers have been made. Management believes that the credit facility and cash flow from
operations will provide sufficient capital to meet anticipated working capital and operational needs for at least the next twelve months.

In connection with the sales of DCB and the beet factories described above, we made customary representation and warranties, and undertook indemnificatic
obligations with regard to certain of these representations and warranties. These indemnification obligations are subject to certain deductibles, caps and
expiration dates and, in some cases, may be deducted from the related escrow balance. To date, no significant indemnity claims have been asserted and we
believe any future claim, if asserted, would be material to our consolidated financial position, results of operations or cash flows.

Critical Accounting Policies and Estimates

The preparation of financial statements requires us to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and exp
We base our estimates on historical experience and on various other assumptions that are believed to be reasonable under the circumstances. Actual results
materially differ from these estimates and our estimates may change materially if our assumptions or conditions change and as additional information become
available in future periods. Management has discussed the selection of critical accounting policies and estimates with the Audit Committee of the Board of
Directors and the Audit Committee has reviewed our disclosure relating to critical accounting policies and estimates in this Form 10-K.

Our significant accounting policies are more fully described in Note 1 to the Consolidated Financial Statements for fiscal 2003. The following is a summary of
the more significant judgments and estimates used in the preparation of the consolidated financial statements.

Trade Promotions: Trade promotions are an important component of the sales and marketing of our products, and are critical to the support of our business.
Trade promotion costs include amounts paid to encourage retailers to offer temporary price reduction for the sale of our products to consumers, reimburseme
customer paid advertising and amounts paid to obtain favorable display positions in retailers’ stores. Accruals for trade promotions are recorded at the time of
sale of product to the customer based on expected levels of performance. Settlement of these liabilities typically occurs in subsequent periods primarily throu
an authorized process for deductions taken by a customer from amounts otherwise due to us or by direct payment to customers. As a result, the ultimate cost
trade promotion program is dependent on the relative success of the events and the actions and level of deductions taken by our customers for amounts they
consider due them. Allowances for trade promotions total $5.8 million at September 30, 2003. Final determination of trade promotion allowances may result ir
adjustments in future periods.

Allowance for Credit Losses: We extend trade credit to customers on substantially all of our sales and are subject to credit risk in the event of non-payment. \
provide an allowance for estimated credit losses based on a review of prior loss history, a review of the trend in credit quality statistics about the receivable
portfolio such as past due percentages, a review of individual credit extensions and other factors. As of September 30, 2003, the allowance for estimated crec
losses, which is reported as a reduction of accounts receivable in the consolidated balance sheet, was $1.6 million. Actual credit losses in the future may vary
from this estimate.

Defined Benefit and Medical Retirement Plans: The plan obligations and related assets of defined benefit and medical retirement plans are presented in Note
the Consolidated Financial Statements. Plan assets, which consist primarily of marketable equity and debt instruments, are valued using market quotations. F
obligations and the annual pension expense are determined by independent actuaries and are based in part on a
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number of assumptions we provide. Key assumptions in measuring the plan obligations include the discount rate, the rate of salary increases, the long-term
healthcare cost trend rate, mortality rates and the estimated future return on plan assets. In determining the discount rate, we use the yield on Moody’s AA ra
fixed—income investments currently available with maturities corresponding to the anticipated timing of the benefit payments. Salary increase assumptions are
based upon historical experience and anticipated future management actions. Asset returns are based upon the anticipated average rate of earnings expecte
the invested funds of the plans based on the results of historical statistical studies performed by our advisors. At September 30 , 2003, the actuarial assumpti
for our plans were: discount rate of 6%; long—term rate of return on plan assets of 9% (we changed the assumed long-term rate of return on plan assets to 8
fiscal 2004); assumed salary increases of 4% to 5%; and healthcare cost trend rate ranging from 11.5% to 5%. A 1% change in the discount rate would chan
our recorded retirement obligations by approximately $26 million, while a 1% change in the assumed rate of return on assets would change annual costs by $
million. The impact of changes in healthcare trend rates is described in Note 9 to the Consolidated Financial Statements.

Sugarbeet Purchase Costs: We purchase sugarbeets under contracts with growers which provide for a purchase price which varies with the net selling price |
defined) of refined sugar during a specified contract year ending either February 28 or June 30. We accrue for the estimated remaining unpaid cost of sugarb
at fiscal year end based upon the net selling price realized on a contract-to—date basis through September 30 for each contract. The final cost of sugarbeets
cannot be determined until the end of each contract year. The total cost of sugarbeets purchased in fiscal 2003 was $83 million, and the liability for unpaid
purchase price included in accounts payable was $16 million at September 30, 2003. A 1% change in the estimated net selling price would change the end of
liability by $1 million.

Interim LIFO Accruals: Our sugar inventories, which are accounted for on the LIFO basis of accounting, are periodically reduced at interim dates to levels bel
that of the beginning of the fiscal year. When such interim LIFO liquidations are expected to be restored prior to fiscal year end, the estimated replacement cc
of the liquidated layers is utilized as the basis of cost of sugar sold from beginning of the year inventory. Changes in the estimated replacement cost are
recognized in subsequent interim fiscal periods as they arise. These changes in estimates have no effect on results for the full fiscal year.

New Accounting Standards

The Financial Accounting Standards Board (“FASB”) has issued a number of new accounting standards discussed in Note 1 to the Consolidated Financial
Statements. These standards, which became effective in fiscal 2003, establish additional accounting and disclosure requirements. Management has evaluate
described in Note 1 to the Consolidated Financial Statements, the effects such requirements will have on our consolidated financial statements.

Effective October 2002, we adopted the provisions of Statement of Financial Accounting Standards No. 145 which, among other things, amends prior stateme
to require that gains and losses from the extinguishment of debt generally be classified within continuing operations.

Effective October 2002, we adopted Statement of Financial Accounting Standards No. 144 (“SFAS 144"), “Accounting for the Impairment or Disposal of
Long-Lived Assets,” which requires that long-lived assets to be disposed of by sale, including discontinued operations be measured at the lower of carrying
amount or fair value less cost to sell, whether reported in continuing operations or in discontinued operations. SFAS 144 also broadens the reporting requiren
of discontinued operations to include all components of an entity that have operations and cash flows that can be clearly distinguished, operationally and for
financial reporting purposes, from the rest of the entity. We reported the foodservice operations and our Rocky Mountain sugar beet factories, which were sol
fiscal 2003, as discontinued operations pursuant to SFAS 144.

Effective January 2003, we adopted Statement of Financial Accounting Standards No. 146 (“SFAS 146"), “Accounting for Costs Associated with Exit or
Disposal Activities,” which replaced Emerging Issues Task Force
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(EITF) Issue 94-3, “Liability Recognition for Certain Employee Termination Benefits and Other Costs to Exit an Activity.” SFAS 146 requires companies to
recognize costs associated with exit or disposal activities when they are incurred rather than at the date of a commitment to an exit or disposal plan. The adoj
of SFAS 146 had no effect at the date of adoption.

Effective January 2003, we adopted Statement of Financial Accounting Standards No. 148 (“SFAS 148"), “Accounting for Stock-Based
Compensation—Transition and Disclosure,” which amends Statement of Financial Accounting Standards No. 123, “Accounting for Stock-Based Compensatio
This Statement amends the disclosure requirements of Statement of Financial Accounting Standards No. 123 to require prominent disclosures in both annual
interim financial statements about the method of accounting for stock—-based employee compensation and the effect of the method used on reported results. |
addition, this statement provides alternative methods of transition for a voluntary change to the fair value based method of accounting for stock-based emplo
compensation, which we have elected not to adopt at this time. We have provided the additional disclosures required by SFAS 148 in the Notes to the
Consolidated Financial Statements.

In April 2003, the FASB issued Statement of Accounting Standards No.149 which provided for technical amendments of SFAS No0.133 for derivative contract:
entered into after June 30, 2003. The effect of applying this new standard was not material to our consolidated financial position or results of operations.

In January 2003, the FASB issued Interpretation No. 45, “Guarantor’'s Accounting and Disclosure Requirements for Guarantees, Including Guarantees of
Indebtedness of Others” (“FIN 45”), which required recognition of a liability for the obligation undertaken upon issuing a guarantee. This liability would be
recorded at the inception date of the guarantee and would be measured at fair value. The disclosure provisions of the statement are effective for the financial
statements as of February 1, 2003. The liability recognition provisions apply prospectively to any guarantees issued or modified after December 31, 2002. Thi
adoption did not have a material effect on our financial position or results of operations.

In January 2003, the FASB issued Interpretation No. 46, “Consolidation of Variable Interest Entities” (“FIN 46"), which requires the consolidation of variable
interest entities, as defined. FIN 46 applies immediately to variable interest entities created after January 31, 2003. The consolidation requirements apply to o
entities in the first fiscal year or interim period beginning after June 15, 2003. Certain of the disclosure requirements apply to all financial statements issued a
January 31, 2003, regardless of when the variable interest entity was established. This statement does not have a material effect on our financial position or
results of operations as we do not have a variable interest entity.

ITEM 7A. Quantitative and Qualitative Disclosures About Market Risk

We use raw sugar futures and options in our raw sugar purchasing programs and natural gas futures and options to hedge natural gas purchases used in our
manufacturing operations. Gains and losses on raw sugar futures and options are matched to inventory purchases and charged or credited to cost of sales as
inventory is sold. Gains and losses on natural gas futures are matched to the natural gas purchases and charged to cost of sales in the period the related
manufactured product is sold.

The information in the table below presents our domestic and world raw sugar futures positions outstanding as of September 30, 2003. Our world sugar optio
positions are not material to our consolidated financial position, results of operations or cash flows.

Expected Maturity

Fiscal 2004
Domestic Futures Contracts (long positions):
Contract Volumes (cwt.) 1,621,000
Weighted Average Contract Price (per cwt.)$ 21.32
Contract Amount $ 34,558,000
Weighted Average Fair Value (per cwt.) $ 21.41
Fair Value $ 34,701,000
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Expected Maturity Expected Maturity
Fiscal 2004 Fiscal 2005

Domestic Futures Contracts (short positions):
Contract Volumes (cwt.) 308,000 142,000

Weighted Average Contract Price (per cwt.) $ 21.43 $ 21.39
Contract Amount $ 6,600,000 $ 3,042,000
Weighted Average Fair Value (per cwt.) $ 21.58 $ 21.35
Fair Value $ 6,647,000 $ 3,037,000

Expected Maturity

Fiscal 2004
World Futures Contracts (long positions):
Contract Volumes (cwt.) 825,000
Weighted Average Contract Price (per cwt.) $ 6.24
Contract Amount $ 5,151,000
Weighted Average Fair Value (per cwt.) $ 6.44
Fair Value $ 5,316,000

The above information does not include either our physical inventory or our fixed price purchase commitments for raw sugar. At September 30, 2002, our
domestic futures position was a net long position of 1.6 million cwt. at an average contract price of $21.23 and an average fair value price of $21.89. Our worl
futures position at September 30, 2002 was a net long position of 1.1 million cwt. at an average contract price of $5.95 and an average fair market value of $¢

The information in the table below presents our natural gas futures positions outstanding as of September 30, 2003.

Expected Maturity

Fiscal 2004

Futures Contracts (long positions):

Contract Volumes (mmbtu) 2,070,000
Weighted Average Contract Price (per

mmbtu) $ 5.29
Contract Amount $ 10,950,000
Weighted Average Fair Value (per mmbtu) $ 4.87
Fair Value $ 10,072,000

At September 30, 2002, our natural gas futures position was a long position of 1.7 million mmbtu’s with an average contract price of $3.87 and an average fai
value price of $3.94. Additionally, at September 30, 2002, we had long options for 3.1 million mmbtu’s at an average strike price of $3.62 and a market value
$2.2 million, and short option positions for 1.1 million mmbtu’s at an average strike price of $4.02 and a market value of $0.4 million.

We have material amounts of debt with interest rates that float with market rates, exposing us to interest rate risk. We have attempted to reduce this risk by
entering into interest rate swap agreements for a portion of this floating rate debt. In connection with the refinancing of our senior bank debt, we terminated ot
interest rate swap agreements in December 2002 and entered into new interest rate swap agreements in fiscal 2003.

The tables below provide information about our derivative financial instruments and other financial instruments that are sensitive to changes in interest rates,
including interest rate swaps and debt obligations at September 30, 2003 and 2002. For debt obligations, the table presents principal cash flows and related
weighted average interest rates by expected maturity dates. For interest rate swaps, the table presents notional amounts and weighted average interest rates
expected (contractual) maturity dates. Notional amounts are used to calculate the contractual payments to be exchanged under the contract. Weighted avera
variable rates are based on implied forward rates in the treasury yield curve at the reporting date.
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Liabilities

Long-term debt:
Fixed rate debt
Average interest rate
Variable rate debt
Average interest rate
Interest Rate Derivatives
Interest rate swaps:
Variable to fixed
Average pay rate
Average receive rate

Liabilities

Long-term debt:
Fixed rate debt
Average interest rate
Variable rate debt
Average interest rate
Interest Rate Derivatives
Interest rate swaps:
Variable to fixed
Average pay rate
Average receive rate

Expected Maturity Date at September 30, 2003
Fiscal Year Ending September 30,

There- Fair
2004 2005 2006 2007 2008 after Total Value
(In millions of dollars)
$ 1.9 $2.2 $ 24 $ 27 — $ 15 $ 10.7 $10.7
12 % 12 % 12% 12 % — 6.4 % 112 %
$ 34 $7.0 $14.7 $02 $0.2 $ 13 $ 26.8 $26.8
4.5% 4.6% 4.8% 6.3% 6.8% 7.5% 4.8%
$14.5 $7.5 — — — — $ 22.0 $ (0.3)
3.5% 2.5% — — — — 2.5%
1.1% 1.3% — — — — 1.2%
Expected Maturity Date at September 30, 2002
Fiscal Year Ending September 30,
There- Fair
2003 2004 2005 2006 2007 after Total Value
(In millions of dollars)
$ 1.6 $ 18 $ 20 $ 23 $ 26 $ 22 $ 125 $ 125
12.0 % 12.0 % 12.0 % 12.0 % 12.0 % 8.1 % 11.3%
$ 51 $ 335 $725 $25.6 $ 50 $ 15 $143.2 $143.2
14.5% 8.7% 9.0 % 10.0 % 10.2 % 7.6 % 9.3%
$83.0 $(41.8) $41.3 $ 80 — — $ 90.5 $ (3.6)
6.0 % 6.0% 6.0 % 6.0 % — — 6.0%
1.8% 2.1% 2.6 % 29% — — 2.1%
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ITEM 8. Financial Statements and Supplementary Data.

See the index of financial statements and financial statement schedules under “Item 15. Exhibits, Financial Statement Schedules and Reports on Form 8-K.”

Unaudited quarterly financial data for the last eight fiscal quarters is as follows (in thousands of dollars, except per share amounts):

Fiscal Year 2003 by Quarter Ended

December 31, 2002 March 31, 2003 June 30, 2003 September 30, 2003

Net Sales $288,984 $ 251,911 $ 275,815 $ 294,091
Gross Margin 20,758 13,581 21,059 25,369
Income from Continuing Operations (5,548) (6,007) 3,552 9,970
Income from Discontinued Operations 69,007 5,683 — —
Net Income (Loss) 63,459 (324) 3,652 9,970
Earnings Per Share:
Income from Continuing Operations::
Basic $ (0.55) $ (0.60) $ 0.35 $ 0.99
Diluted (0.55) (0.60) 0.34 0.93
Income from Discontinued Operations:
Basic $ (6.90) $ (0.57) — —
Diluted (6.90) (0.57) — —
Net Income (Loss):
Basic $ (6.35) $ (0.03) $ 0.35 $ 0.99
Diluted (6.35) (0.03) 0.34 0.93
Fiscal Year 2002 by Quarter Ended
September 30,
December 31, 2001 March 31, 2002 June 30, 2002 2002(1)

Net Sales $262,348 $ 257,091 $ 278,017 $ 307,449
Gross Margin 13,487 19,618 17,688 19,904
Income from Continuing Operations (9,110) 11,343 100 (3,604)
Income from Discontinued Operations 8,271 2,951 2,686 3,780
Net Income (Loss) (839) 14,294 2,786 176
Earnings Per Share:
Income from Continuing Operations:
Basic $ (0.91) $ 1.13 $ 0.01 $ (0.36)
Diluted (0.91) 1.12 0.01 (0.36)
Income from Discontinued Operations:
Basic $ 083 $ 0.30 $ 0.27 $ 0.37
Diluted 0.83 0.29 0.27 0.37
Net Income (Loss):
Basic $ (0.08) $ 143 $ 0.28 $ 0.01
Diluted (0.08) 141 0.28 0.01

There were no cash dividends paid or declared during any of the last eight fiscal quarters.

(1) Includes a $3.9 million change in estimate of the effective annual tax rate due to finalization of tax gain on sale of subsidiaries.
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ITEM 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.
ITEM 9A. Controls and Procedures.

In accordance with Exchange Act Rules 13a-15 and 15d-15, we carried out an evaluation, under the supervision and with the participation of management,
including our President and Chief Executive Officer and our Senior Vice President and Chief Financial Officer, of the effectiveness of our disclosure controls
and procedures as of the end of the period covered by this report. Based on that evaluation, our President and Chief Executive Officer and our Senior Vice
President and Chief Financial Officer concluded that our disclosure controls and procedures were effective as of September 30, 2003 to provide reasonable
assurance that information required to be disclosed in our reports filed or submitted under the Exchange Act is recorded, processed, summarized and reporte
within the time periods specified in the Securities and Exchange Commission’s rules and forms.

There has been no change in our internal controls over financial reporting that occurred during the three months ended September 30, 2003 that has material
affected, or is reasonably likely to materially affect, our internal controls over financial reporting.
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PART IlI

ITEM 10. Directors and Executive Officers of the Registrant

ITEM 11. Executive Compensation

ITEM 12. Security Ownership of Certain Beneficial Owners and Management
ITEM 13. Certain Relationships and Related Transactions

ITEM 14. Principal Accountant Fees and Services

Information regarding Imperial Sugar’s executive officers is included in Part | of this report. The other information required by Items 10, 11, 12, 13 and 14 will
be included in our definitive proxy statement for the 2004 Annual Meeting of Shareholders, which will be filed with the Securities and Exchange Commission
within 120 days after September 30, 2003, and is incorporated in this report by reference.

PART IV
ITEM 15. Exhibits, Financial Statement Schedules and Reports on Form 8-K

(a)(1) Financial Statements.

Item Page
Independent Auditors’ Report F-1
Consolidated Financial Statements:

Consolidated Balance Sheets at September 30, 2003 and 2002 F-2
Consolidated Statements of Operations for the years ended September 30. 2003 and 2002. for the period from August 30. 2001 to September 30, 2001
(Successor Company) and for the period from October 1, 2000 to August 29, 2001 (Predecessor Company) F-3
Consolidated Statements of Changes in Shareholders’ Equity for the years ended September 30, 2003 and 2002, for the period from August 30, 2001 to
September 30, 2001 (Successor Company) and for the period from October 1, 2000 to August 29, 2001 (Predecessor Company) F-4
Consolidated Statements of Cash Flow for the years ended September 30, 2003 and 2002, for the period from August 30, 2001 to September 30, 2001
(Successor Company) and for the period from October 1, 2000 to August 29, 2001 (Predecessor Company) F-5
Notes to Consolidated Financial Statements F-6

(a)(2) Financial Statement Schedules.

All schedules and other statements for which provision is made in the applicable regulations of the SEC have been omitted because they are not required unc
the relevant instructions or are inapplicable.

(a)(3) Exhibits.

An asterisk indicates we have previously filed the exhibit with the SEC as indicted in the document description. We incorporate those previously filed exhibits
this report by reference.
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Exhibit
No.

*2(a)

*2(b)

*2(c)

*3(a)(1)

*3(a)(2)

*3(b)

*4(a)

*4(b)

*4(c)

“4(d)

Document

Second Amended and Restated Joint Plan of Reorganization (previously filed as an Exhibit to Imperial Sugar’'s Current Report on Form
8-K dated September 12, 2001 (File No. 001-10307) and incorporated herein by reference).

Stipulation with Respect to Confirmation Objection of Wells Fargo Bank (Texas), N.A. and Amendment to Debtors’ Second Amended
and Restated Joint Plan of Reorganization dated June 5, 2001 (previously filed as an Exhibit to Imperial Sugar's Current Report on For
8-K dated September 12, 2001 (File No. 001-10307) and incorporated herein by reference).

Stipulation Regarding Confirmation Objection of Missouri Department of Revenue and Amendment to Debtors’ Second Amended and
Restated Joint Plan of Reorganization dated June 5, 2001 (previously filed as an Exhibit to Imperial Sugar’s Current Report on Form
8-K dated September 12, 2001 (File No. 001-10307) and incorporated herein by reference).

Amended and Restated Atrticles of Incorporation of Reorganized Imperial Sugar (previously filed as an Exhibit to Imperial Sugar’s
Current Report on Form 8-K dated September 12, 2001 (File No. 001-10307) and incorporated herein by reference).

Articles of Amendment dated February 28, 2002, to the Amended and Restated Articles of Incorporation (previously filed as Exhibit
3(a)(2) to Imperial Sugar’s Annual Report on Form 10-K for the year ended September 30, 2002 (“the 2002 Form 10-K”) and
incorporated herein by reference).

Amended and Restated By—Laws of Reorganized Imperial Sugar (previously filed as an Exhibit to Imperial Sugar’'s Current Report on
Form 8-K dated September 12, 2001 (File No. 001-10307) and incorporated herein by reference).

The Company is a party to several long—term debt instruments under which the total amount of securities authorized does not exceed
10% of the total assets of the Company and its subsidiaries on a consolidated basis. Pursuant to paragraph 4 (iii)(A) of Item 601 (b) of
Regulation S-K, the Company agrees to furnish a copy of such instruments to the Securities and Exchange Commission upon request.

Rights Agreement dated as of December 31, 2002 between the Company and The Bank of New York (previously filed as Exhibit 4(a) tc
Imperial Sugar’'s 2002 Form 10-K and incorporated herein by reference).

Credit Agreement dated as of December 31, 2002 among the financial institutions named therein, as lenders, Bank of America, N.A., a:
administrative agent, and Imperial Sugar Company.

Warrant Agreement dated as of August 28, 2001 between Imperial Sugar Company and The Bank of New York, as warrant agent
(previously filed as an Exhibit to Imperial Sugar’s Current Report on Form 8-K dated September 12, 2001 (File No. 001-10307) and
incorporated herein by reference).

Registration Rights Agreement dated as of August 28, 2001, by and among Imperial Sugar Company and the patrties listed on the
signature page thereto (previously filed as Exhibit 4(d) to Imperial Sugar's Annual Report on Form 10-K for the year ended September
30, 2001 (“the 2001 Form 10-K") and incorporated herein by reference).

Exhibits 10(a) through 10(f) relate to management contracts or compensatory plans.

*10(a)(1)

Specimen of Employment Agreement (Form A) for certain of Imperial Sugar’s officers (previously filed as Exhibit 10(a)(1) to the 2001
Form 10-K and incorporated herein by reference).
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Exhibit
No.

*10(2)(2)

*10(2)(3)

10(2)(4)
*10(2)(5)

10(a)(6)
*10(a)(7)

10(a)(8)

*10(b)(1)

*10(b)(2)

*10(c)(1)

*10(c)(2)

*10(d)

*10(e)

*10(f)

*10(9)

14
21
23
311
31.2
32

Document

Specimen of Employment Agreement (Form B) for certain of Imperial Sugar’s officers (previously filed as Exhibit 10(a)(2) to the 2001
Form 10-K and incorporated herein by reference).

Specimen of Employment Agreement (Form C) for certain of Imperial Sugar’s officers (previously filed as Exhibit 10(a)(3) to Imperial
Sugar’s 2002 Form 10-K and incorporated herein by reference).

Schedule of Employment Agreements

Specimen of Change in Control and Severance Agreement for certain of Imperial Sugar’s officers (previously filed as Exhibit 10(a)(5) to
Imperial Sugar’'s 2002 Form 10-K and incorporated herein by reference).

Schedule of Change in Control and Severance Agreements.

Specimen of Change in Control Agreement for certain of Imperial Sugar’s officers (previously filed as Exhibit 10(a)(7) to Imperial
Sugar’s 2002 Form 10-K and incorporated herein by reference).

Schedule of Change in Control Agreements.

Imperial Holly Corporation Salary Continuation Plan (as amended and restated effective August 1, 1994) (previously filed as Exhibit
10(b)(1) to Imperial Sugar's Quarterly Report on Form 10-Q for the quarter ended June 30, 1994 (“the September 1994 Form 10-Q")
and incorporated herein by reference).

Specimen of Imperial Sugar’s Salary Continuation Agreement entered into with W.F. Schwer (previously filed as Exhibit 10(b)(3) to the
September 1994 Form 10-Q and incorporated herein by reference).

Imperial Holly Corporation Benefit Restoration Plan (as amended and restated effective August 1, 1994) (previously filed as Exhibit
10(c)(1) to the September 1994 Form 10—-Q and incorporated herein by reference).

Specimen of Imperial Sugar’s Benefit Restoration Agreement entered into with W.F. Schwer (previously filed as Exhibit 10(c)(2) to the
September 1994 Form 10-Q and incorporated herein by reference).

Imperial Holly Corporation Retirement Plan For Nonemployee Directors (previously filed as Exhibit 10(j) to Imperial Sugar's Annual
Report on Form 10-K for the year ended September 30, 1994 and incorporated herein by reference).

Long-Term Incentive Plan of Reorganized Imperial Sugar Company (previously filed as Exhibit 10(f) to the 2001 Form 10-K and
incorporated herein by reference).

Independent Consulting Agreement with Robert J. McLaughlin dated October 22, 2001 (previously filed as Exhibit 10(g) to the 2001
Form 10-K and incorporated herein by reference).

Stock Purchase Agreement, dated as of December 30, 2002, by and between Imperial Sugar Company and Hormel Foods Corporation
(previously filed as Exhibit 10(g) to Imperial Sugar’'s 2002 Form 10-K and incorporated herein by reference).

Code of ethics.

Subsidiaries of Imperial Sugar Company.

Independent Auditors’ Consent.

Certification required by Rule 13a-14(a) or Rule 15d-14(a) under the Securities Exchange Act of 1934.

Certification required by Rule 13a—14(a) or Rule 15d-14(a) under the Securities Exchange Act of 1934.

Certification required by Rule 13a—14(b) or Rule 15d-14(b) under the Securities Exchange Act of 1934 and 18 U.S.C. Section 1350.

(b) Reports on Form 8-K.

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf
the undersigned, thereunto duly authorized, on December 15, 2003

|MPERIAL SJGAR (COMPANY

By: /sl RoBERT A. PEISER

Robert A. Peiser
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant a
the capacities indicated on December 15, 2003.

Signature Title
/s/ ROBERT A PEISER Director, President and Chief Executive Officer (Principal Executive
Officer)
Robert A. Peiser
/s/ DRRELL D GVANK Senior Vice President and Chief Financial Officer (Principal Financial
Officer)
Darrell D. Swank
s/ H.P. MFCHLER Vice President-Accounting and Finance
(Principal Accounting Officer)
H. P. Mechler
sl 3MES J GFFNEY Chairman of the Board of Directors

James J. Gaffney

/s/ CRTISG, ANDERSON Director

Curtis G. Anderson

/s| @G\YLORD O COAN Director

Gaylord O. Coan

Is/  YVES-ANDRE |STEL Director
Yves—Andre Istel
/s/  FOBERTJ, MCLAUGHLIN Director
Robert J. McLaughlin
s/~ JMES A, SCHLINDWEIN Director
James A. Schlindwein
/sl $HN K, SWVEENEY Director

John K. Sweeney
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INDEPENDENT AUDITORS’' REPORT

To the Board of Directors and Stockholders of
Imperial Sugar Company
Sugar Land, Texas

We have audited the accompanying consolidated balance sheets of Imperial Sugar Company and subsidiaries (the “Company”) as of September 30, 2003 an
2002 (Successor Company balance sheets) and the related consolidated statements of operations, shareholders’ equity and cash flow for the years ended
September 30, 2003 and 2002, the period from August 30, 2001 to September 30, 2001 (Successor Company operations), and the period from October 1, 20
August 29, 2001 (Predecessor Company operations). These financial statements are the responsibility of the Company’s management. Our responsibility is t
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan an
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on ¢
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and sign
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for
opinion.

As discussed in Note 2 to the consolidated financial statements, on January 16, 2001, the Company and substantially all of its subsidiaries filed petitions for r
under Chapter 11 of the U.S. Bankruptcy Code from which it emerged on August 29, 2001. Accordingly, the accompanying financial statements have been
prepared in conformity with AICPA Statement of Position 90-7, “Financial Reporting for Entities in Reorganization Under the Bankruptcy Code,” for the
Successor Company as a new entity with assets, liabilities, and a capital structure having carrying values not comparable with prior periods as described in N
2.

In our opinion, the Successor Company financial statements present fairly, in all material respects, the financial position of the Company as of September 30,
2003 and 2002, and the results of its operations and its cash flows for the years ended September 30, 2003 and 2002, and the period from August 30, 2001 t
September 30, 2001, in conformity with accounting principles generally accepted in the United States of America. Further, in our opinion, the Predecessor
Company financial statements referred to above present fairly, in all material respects, and the results of its operations and its cash flows for the period from
October 1, 2000 to August 29, 2001, in conformity with accounting principles generally accepted in the United States of America.

DELOITTE & TOUCHE LLP

Houston, Texas
December 15, 2003
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IMPERIAL SUGAR COMPANY AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

ASSETS

Current Assets:

Cash and Temporary Investments
Marketable Securities

Accounts Receivable, Net

Notes Receivable—Securitization Affiliate
Inventories:

Finished Products

Raw and In—process Materials

Supplies

Total Inventory

Deferred Costs and Prepaid Expenses
Assets Held for Sale

Net Assets of Discontinued Operations

Total Current Assets

Investment in Securitization Affiliate
Other Investments

Property, Plant and Equipment—Net
Other Assets

Total

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current Liabilities:

Accounts Payable—Trade
Short-Term Borrowings

Current Maturities of Long—Term Debt
Other Current Liabilities

Total Current Liabilities

Long-Term Debt —Net of Current Maturities

Deferred Income Taxes—Net

Deferred Employee Benefits and Other Liabilities

Commitments and Contingencies

Shareholders’ Equity:

Preferred Stock, Without Par Value, Issuable in Series; 5,000,000 Shares Authorized, None Issued
Common Stock, Without Par Value; 50,000,000 Shares Authorized; 10,047,500 and 10,000,000 Shares Issued and
Outstanding at September 30, 2003 and 2002

Retained Earnings

Accumulated Other Comprehensive Income (Loss)

Total Shareholders’ Equity

Total

See notes to consolidated financial statements.

F-2

September 30,

2003

2002

(In Thousands of Dollars)

$ 6,246 $ 5,885
2,280 2,907
66,074 31,788

— 7,084
89,558 92,303
70,125 39,161
9,398 11,544

169,081 143,008
9,813 11,364
3,783 —

— 58,548
257,277 260,584
— 13,895
10,455 14,280

134,931 151,071
15,503 4,770

$418,166 $444,600

$ 86,671 $ 61,904
3,097 3,445
26,525 6,844
40,516 50,340

156,809 122,533
10,975 148,878

128,969 74,929
96,414 95,316
86,610 9,953
(61,611) (7,009)

121,413 98,260

$418,166 $444,600
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IMPERIAL SUGAR COMPANY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Net Sales

Cost of Sales

Selling, General and Administrative Expense

Discount on Receivables Sold

Depreciation and Amortization

Loss (Gain) on Asset Sales, Impairment and Other Costs

Total Costs and Expenses

Operating Income (Loss)

Interest Expense, Net

Change in Fair Value of Interest Rate Swaps
Costs Associated with Debt Repaid
Reorganization Costs

Fresh Start Adjustments

Gain on Debt Restructuring

Other Income—Net

Income (Loss) from Continuing Operations Before Income Taxes
Provision (Credit) for Income Taxes

Income (Loss) Before Cumulative Effect of Change in Accounting
Principles and Discontinued Operations

Cumulative Effect of Accounting Change (Net)

Income from Discontinued Operations

Net Income (Loss)

Basic Earnings (Loss) per Share of Common Stock:

Income (Loss) Before Cumulative Effect and Discontinued Operations
Cumulative Effect of Accounting Change

Income from Discontinued Operations

Net Income (Loss)

Diluted Earnings (Loss) per Share of Common Stock:

Income (Loss) Before Cumulative Effect and Discontinued Operations
Cumulative Effect of Accounting Change

Income from Discontinued Operations

Net Income (Loss)

Weighted Average Shares Outstanding

Successor Company

Year Ended

September 30,

2003

Year Ended
September 30,

2002

Period from

August 30,
2001 to

September 30,

2001

Predecessor
Company

Period from
October 1,
2000 to
August 29,

2001

(In Thousands of Dollars, Except Share and Per Share Amounts)

$ 1,110,811 $ 1,104,904 $ 114,934
1,030,044 1,034,208 114,971
52,670 53,930 3,311
1,930 2,717 784
16,710 14,557 1,214
1,489 (23,995) (665)
1,102,843 1,081,417 119,615
7,968 23,487 (4,681)
(4,239) (22,288) (2,551)
(621) 1,236 (901)
(4,617) — —
4,315 1,610 543
2,806 4,045 (7,590)
839 5,316 —
1,967 (1,271) (7,590)
74,690 17,688 1,126
$ 76,657 $ 16,417 $  (6,464)
$ 0.20 $ (0.13) $  (0.76)
7.46 1.77 0.11
$ 7.66 $ 1.64 $  (0.65)
$ 0.19 $ (0.13) $  (0.76)
7.25 1.77 0.11
$ 7.44 $ 1.64 $  (0.65)
10,013,400 10,000,000 10,000,000

See notes to consolidated financial statements.

F-3

$ 1,198,771

1,159,955
50,461
5,840
37,635
(2,092)

1,251,799

(53,028)
(32,658)
(8,465)

(19,716)
(453,188)
201,756

4,560

(360,739)
(26,601)

(334,138)
2,352
15,446

$ (316,340)

$  (10.31)
0.07
0.48

$  (9.76)

$  (10.31)

32,409,074
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IMPERIAL SUGAR COMPANY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

Shares of Common

Stock
Common Stock
Treasury Treasuny Retained Accgmilfted
Issued Stock Amount Stock Earnings Comprehensive Total
Income (Loss)
(In Thousands of Dollaxs}——
Predecessor Company
BALANCE September 30, 2000 33,725,284 (1,345,819) $ 310,452 $ (15,859) $ 23,514 $ 494 $ 318,601
Comprehensive Income:
Net Loss — — — — (316,340) — (316,340)
Change in Unrealized Securities Gains — Net of $207,000 Tax — — — — — 385 385
Cumulative Effect of Accounting Change; Net of $4,151,000 of
Income Tax 7,707 7,707
Change in Derivative Fair Value, Net of $6,541,000 of Income
Tax (12,148) (12,148)
Recognition of Deferred Gains in Net Income, Net of $3,118,000
of Income Tax (5,791) (5,791)
Total Comprehensive Income (326,187)
Employee Stock Plans 32,903 — 35 — — — 35
Reorganization Adjustments (33,758,187) 1,345,819 (310,487) 15,859 292,826 9,353 7,551
BALANCE August 29, 2001 0 0 $ 0 $ 0 $ 0 $ 0 $ 0
Successor Company
Stock Issued in Reorganization 10,000,000 $ 90,000 $ 90,000
Comprehensive Income:
Net Loss — — $ (6,464) (6,464)
Change in Unrealized Securities Gains (1) — — = $ 9 9
Change in Derivative Fair Value (1) — — — (3,888) (3,888)
Total Comprehensive Income (10,343)
BALANCE September 30 2001 10,000,000 90,000 (6,464) (3,879) 79,657
Comprehensive Income:
Net Income — — 16,417 16,417
Change in Unrealized Securities Gains (1) — — — 48 48
Change in Derivative Fair Value (1) — — — 13,440 13,440
Recognition of Deferred Gains in Net Income (1) — — — (5,278) (5,278)
Change in Minimum Pension Liability (1) — — — (11,340) (11,340)
Total Comprehensive Income 13,287
Tax Benefit Realized from Net Operating Loss Carryforwards 5,316 5,316
BALANCE September 30, 2002 10,000,000 95,316 9,953 (7,009) 98,260
Comprehensive Income:
Net Income 76,657 76,657
Change in Unrealized Securities Gains (1) — (28) (28)
Change in Derivative Fair Value (1) — 221 221
Recognition of Deferred Gains in Net Income (1) — (5,218) (5,218)
Change in Minimum Pension Liability (1) — (49,577) (49,577)
Total Comprehensive Income 22,055
Tax Benefit Realized from Net Operating Loss Carryforwards 839 839
Stock Options Exercised 47,500 259 259
BALANCE September 30, 2003 10,047,500 $ 96,414 $ 86,610 $ (61,611) $ 121,413
I I

(1) The tax effect of these items was zero.

See notes to consolidated financial statements.
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IMPERIAL SUGAR COMPANY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOW

Operating Activities:

Net Income (Loss)

Adjustments for Noncash and Nonoperating ltems:
Depreciation and Amortization

Impairment Loss

Write Off Deferred Debt Costs

Cumulative Effect of Accounting Changes

Fresh Start Adjustments

Extraordinary Item—Net

Reclassification Adjustment from Accumulated Comprehensive Income to Net
Income

Cash Settlement of Derivatives

Change in Fair Value of Interest Rate Swaps

Gain on Sales of Assets

Gain on Sales of Discontinued Operations

Income from Discontinued Operations

Gain on Sale of Securities

Deferred Income Taxes

Other

Changes in Operating Assets and Liabilities (Excluding Operating Assets and
Liabilities Sold in Dispositions):

Accounts Receivables

Inventories

Deferred Costs and Prepaid Expenses

Accounts Payable—Trade

Other Liabilities

Net Cash Provided by (Used in) Continuing Operations
Net Cash Provided by Discontinued Operations

Net Cash Provided by (Used in) Operations

Investing Activities:

Capital Expenditures — Discontinued Operations
Capital Expenditures — Continuing Operations
Investment in Marketable Securities

Proceeds from Sale of Marketable Securities
Proceeds from Maturity of Marketable Securities
Proceeds from Sales of Assets

Proceeds from Sales of Discontinued Operations
Investment in Securitization Affiliate

Other

Investing Cash Flow

Financing Activities:

Short-Term Borrowings:

CCC Borrowings—Advances

CCC Borrowings—Repayments
Other Short-Term Borrowings—Net
Long-Term Debt Borrowings
Repayment of Revolving Credit — Net
Repayment of Long—Term Debt
Stock Option Proceeds and Other
Repurchase of Accounts Receivable

Financing Cash Flow

Increase (Decrease) in Cash and Temporary Investments
Cash and Temporary Investments, Beginning of Period

Cash and Temporary Investments, End of Period

Successor Company

Year Ended
September 30,

2003

$ 76,657

16,710
4,269
2,420

(5,218)
221
(621)
(2,870)
(69,824)
(4,866)
839
1,547

7,910
(29,950)
1,239
23,771
(6,915)

15,319
5,693

21,012

(155)
(15,999)
(1,943)

2,181
13,855
139,923

(3,282)

134,580

348

35,000
(25,040)
(128,530)

259
(37,268)

(155,231)

361
5,885

$ 6,246

Year Ended
September 30,

2002

Period from
August 30,

2001 to
September 30,

2001

(In Thousands of Dollars)

$ 16,417

14,557

(5,278)
10,878
(1,236)

(23,995)
(2,528)

(17,688)

(72)
5,316
3,085

7,456
(6,013)
607
(11,611)
(8,601)

(18,706)
21,836

3,130

(2,873)

(11,761)

(2,468)
835
1,519
67,191

(1,235)

51,208

34,268
(34,268)
2,913
(32,253)
(26,444)

(55,784)

(1,446)
7,331

$ 5,885

See notes to consolidated financial statements.
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$

(6,464)

1,214

9,122
15,520
(310)
(10,599)
(236)

1,651
1,543

3,194

1,050

1,436
5,895

7,331

Predecessor
Company

Period from
October 1,
2000 to
August 29,

2001

$ (316,340)

37,635

(2,352)
453,188
(180,456)

(9,074)
(16,757)
7,540
(2,092)
(2,217)
(15,446)

(17,402)
4,427

30,636
1,117
5,374

(15,864)

(23,864)

(61,947)
23,498

(38,449)

(1,240)
(7,656)
(1,666)

3,347
56,050

(19,933)
(877)

28,025

(1,673)
24,243

(12,814)
30

9,786

(638)
6,533

$ 5,895
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IMPERIAL SUGAR COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2003, 2002 and 2001

1. ACCOUNTING POLICIES
The Company

The consolidated financial statements include the accounts of Imperial Sugar Company and its wholly owned subsidiaries (the “Company”). All significant
intercompany balances and transactions have been eliminated. The Company previously identified two reportable segments, sugar and foodservice. The
Company sold the majority of its foodservice business in December 2002, as discussed in Note 14, and has reported the results of that business as discontin
operations. The Company now operates in one domestic business segment—the production and sale of refined sugar and related products.

Reorganization

On January 16, 2001, Imperial Sugar Company and substantially all of its subsidiaries filed petitions for relief under Chapter 11 of the U.S. Bankruptcy Code i
the District of Delaware. On August 29, 2001, the Company’s Second Amended and Restated Joint Plan of Reorganization (the “Plan of Reorganization”)
became effective, and the Company emerged from bankruptcy court protection. The Company applied the accounting principles provided for in the American
Institute of Certified Public Accountant’s Statement of Position 90-7 “Financial Reporting by Entities in Reorganization Under the Bankruptcy Code” (“SOP
90-7"), including fresh start accounting upon emergence. Accordingly, the Company'’s financial position, results of operations and cash flows for the periods
after the Company’s emergence from bankruptcy are not comparable to earlier periods.

Reorganization costs include legal and professional fees and trustee’s fees associated with the Company’s bankruptcy proceedings and employee retention
compensation costs.

Business Risks

The Company is significantly affected by market factors, including demand for and price of refined sugar and raw cane sugar. These market factors are
influenced by a variety of external forces, including the number of domestic acres contracted to grow sugar cane and sugarbeets, prices of competing crops,
domestic health and eating trends, competing sweeteners, weather conditions and United States farm and trade policy. Federal legislation and regulations pri
for mechanisms designed to support the price of domestic sugar crops, principally through the limitations on importation of raw cane sugar for domestic
consumption and marketing allotments. In addition, agricultural conditions in the Company’s growing areas may materially affect the quality and quantity of
sugar beets available for purchase as well as the unit costs of raw materials and processing.

A significant portion of the Company’s industrial sales are made under fixed price, forward sales contracts, which extend up to one year. The Company also
contracts to purchase raw cane sugar substantially in advance of the time it delivers the refined sugar produced from the purchase. To mitigate its exposure t
future price changes, the Company attempts to manage the volume of refined sugar sales contracted for future delivery in relation to the volume of raw cane
sugar contracted for future delivery, when feasible. Additionally, the Company utilizes a participatory sugarbeet purchase contract, described below, which
relates the cost of sugarbeets to the net selling price realized on refined beet sugar sales.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires estimates and
assumptions that affect the reported amounts as well as certain disclosures. The Company’s financial statements include amounts that are based on manage
best estimates and judgments. Actual results could differ from those estimates.
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IMPERIAL SUGAR COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
September 30, 2003, 2002 and 2001

Cash and Temporary Investments
Temporary investments consist of short-term, highly liquid investments with maturities of 90 days or less at the time of purchase.
Marketable Securities

All of the Company’s marketable securities are classified as “available for sale”, and accordingly are reflected in the Consolidated Balance Sheet at fair marke
value, with the aggregate unrealized gain, net of related deferred tax liability, included as a separate component of comprehensive income within shareholder
equity. Cost for determining gains and losses on sales of marketable securities is determined on the FIFO method.

Trade Receivables

The Company accounts for trade receivables balances net of allowances for doubtful accounts. The allowance balance is determined on an overall percentag
basis of historical bad debts and a review of individual credit exposures. Trade receivables are held to maturity. Previously, trade receivables were securitizec
described in Note 4.

Advertising and Promotion

Cost of developing and distributing advertisements are expensed as incurred. Coupon redemptions are estimated based on historical redemption rates and a
for during the coupon distribution period. Advertising expenses are reported in Selling, General and Administrative Expense. Customer advertising
reimbursements and other customer promotional activities are accrued as the related sales are made and recorded as reductions of Net Sales.

Inventories

Inventories are stated at the lower of cost or market. Cost of sugar is determined under the last-in, first—out (“LIFO”) method. All other costs are determined
under the first-in, first-out (“FIFO”) or average method. Pursuant to the application of fresh start accounting, the current cost of inventory at August 29, 2001,
became the LIFO base layer. LIFO inventories at September 30, 2003 and 2002 approximated current cost. Supplies inventory includes operating and packa
supplies as well as maintenance parts utilized in the Company’s manufacturing operations. Supplies inventories decreased in fiscal 2003 primarily due to the
Sugar Land refinery closure.

Sugarbeets Purchased

Payments to growers for sugarbeets are based in part upon the Company’s average net selling price for sugar sold (as defined in the participating contracts v
the growers) during the grower contract years, ending either February 28 or June 30. The contracts provide for a variable purchase price which effectively res
in the sharing of the net selling price (gross sales price less certain marketing costs, including packaging costs, brokerage, freight expense and amortization ¢
costs for certain facilities used in connection with marketing) with growers. Sugarbeet purchases are recorded upon receipt, and a liability is established for
estimated additional amounts to be paid to growers based on the average net return realized to date for sugar sold in each of the contract years through the ¢
the fiscal year. The final cost of sugarbeets cannot be determined until the end of the contract year for each growing area.
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IMPERIAL SUGAR COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
September 30, 2003, 2002 and 2001

Revenue Recognition

The Company recognizes revenues when products are shipped under contract terms or approved purchase orders at stated prices and all significant obligatic
the Company have been satisfied. Risk of loss passes at time of shipment. Provisions are made for estimated returns and estimated credit losses.

Hedge Accounting

The Company uses raw sugar futures and options in its raw sugar purchasing programs and uses natural gas futures, options and basis swaps to hedge natu
purchases used in its manufacturing operations. Effective October 1, 2000, the Company adopted Statement of Financial Accounting Standards No. 133,
“Accounting for Derivative Instruments and Hedging Activity”, and recorded a cumulative effect of a change in accounting principles. Eligible gains and losses
on raw sugar futures and options are deferred and recognized as part of the cost of inventory purchases and charged or credited to cost of sales as such inve
is sold. Eligible gains and losses on natural gas futures, options and basis swaps are deferred and recognized as part of the cost of the natural gas purchase:
charged to cost of sales in the period the related manufacturers’ product is sold.

Manufacturing Costs Prior to Production

Certain manufacturing costs incurred between processing periods which are necessary to prepare each factory for the next processing campaign are deferre
allocated ratably during the next campaign to the cost of sugar produced in that campaign. At September 30, 2003 and 2002, such amounts included in defer
costs and prepaid expenses were $1.2 million and $2.5 million, excluding assets from discontinued operations.

Property and Depreciation

Property is stated at cost and includes expenditures for renewals and improvements and capitalized interest. Maintenance and repairs are charged to current
operations. The Company capitalizes certain costs in connection with the development of internal-use computer software. When property is retired or otherw
disposed of, the cost and related accumulated depreciation are removed from the respective accounts, and any gain or loss on disposition is included in incor

Depreciation is provided principally on the straight-line or sum—-of-the-years’ digits methods over the estimated service lives of the assets. In general, buildir
are depreciated over 10 to 20 years, machinery, equipment and software over 3 to 10 years.

Property, plant and equipment was revalued pursuant to fresh start accounting effective August 29, 2001.
Impairment of Long-Lived Assets

Long-lived assets to be held and used are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of such ¢
may not be recoverable. Determination of recoverability is based on an estimate of undiscounted future cash flows resulting from the use of the asset or its
disposition. Measurement of an impairment loss for long-lived assets and certain identifiable intangible assets that management expects to hold and use are
based on the fair value of the asset. Long-lived assets and certain identifiable intangible assets to be disposed of are reported at the lower of carrying amoun
fair value, less cost to sell.
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IMPERIAL SUGAR COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
September 30, 2003, 2002 and 2001

Interest Rate Swap Agreements

Interest rate swap agreements are recorded at market value. The differential paid or received on interest rate swap agreements is recognized as an increase
decrease in interest expense. The Company does not use these instruments for trading purposes, rather it uses them to hedge the impact of interest rate
fluctuations on floating rate debt.

Fair Value of Financial Instruments

The fair value of financial instruments is estimated based upon market trading information, where available. Absent published market values for an instrumen
management estimates the fair value of long—term debt based on quotations from broker/dealers or interest rate information for similar instruments. The carry
amount of cash and temporary investments, accounts receivable, accounts payable, short-term borrowings and other current liabilities approximates fair valu
because of the short maturity and/or frequent repricing of those instruments.

Federal Income Taxes

Federal income tax expense includes the current tax obligation or benefit and the change in deferred income tax liability for the period. Deferred income taxes
result from temporary differences between financial and tax bases of certain assets and liabilities. The Company evaluates the realizability of deferred tax as:s
quarterly.

Environmental Matters

The Company provides for environmental remediation costs based on estimates of known environmental remediation exposure when such amounts are prob.
and estimable. Ongoing environmental compliance costs, including maintenance and monitoring costs, are expensed as incurred. Capital costs incurred to pr
future environmental contamination are capitalized.

Accounting Pronouncements

Effective October 2002, the Company adopted the provisions of Statement of Financial Accounting Standards No. 145 which, among other things, amends pr
statements to require that gains and losses from the extinguishment of debt generally be classified within continuing operations.

Effective October 2002, the Company adopted Statement of Financial Accounting Standards No. 144 (“SFAS 144”), “Accounting for the impairment or Dispos
of Long-Lived Assets,” which requires that long-lived assets to be disposed of by sale, including discontinued operations be measured at the lower of carryin
amount or fair value less cost to sell, whether reported in continuing operations or in discontinued operations. SFAS 144 also broadens the reporting requiren
of discontinued operations to include all components of an entity that have operations and cash flows that can be clearly distinguished, operationally and for
financial reporting purposes, from the rest of the entity. The Company reported the foodservice operations and its Rocky Mountain sugar beet factories, whict
were sold in fiscal 2003, as discontinued operations pursuant to SFAS 144.

Effective January 2003, the Company adopted Statement of Financial Accounting Standards No. 146 (“SFAS 146”), “Accounting for Costs Associated with E>
or Disposal Activities,” which replaced Emerging Issues Task Force (EITF) Issue 94-3, “Liability Recognition for Certain Employee Termination Benefits and
Other Costs to Exit an Activity.” SFAS 146 requires companies to recognize costs associated with exit or disposal activities when they are incurred rather thau
the date of a commitment to an exit or disposal plan. The adoption of SFAS 146 had no effect at the date of adoption.

F-9



Table of Contents
IMPERIAL SUGAR COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
September 30, 2003, 2002 and 2001

Effective January 2003, the Company adopted Statement of Financial Accounting Standards No. 148 (“SFAS 148"), “Accounting for Stock-Based

Compensation—Transition and Disclosure”, which amends Statement of Financial Accounting Standards No. 123, “Accounting for Stock-Based Compensatio
This Statement amends the disclosure requirements of Statement of Financial Accounting Standards No. 123 to require prominent disclosures in both annual
interim financial statements about the method of accounting for stock—based employee compensation and the effect of the method used on reported results. |
addition, this statement provides alternative methods of transition for a voluntary change to the fair value based method of accounting for stock-based emplo
compensation, which the Company has elected not to adopt at this time. The Company has provided the additional disclosures required by SFAS 148 below.

In April 2003, the FASB issued Statement of Accounting Standards No. 149 which provided for technical amendments of SFAS No. 133 for derivative contrac
entered into after June 30, 2003. The effect of applying this new standard was not material to the Company’s consolidated financial position or results of
operations.

In January 2003, the FASB issued Interpretation No. 45, “Guarantor’'s Accounting and Disclosure Requirements for Guarantees, Including Guarantees of
Indebtedness of Others” (“FIN 45”), which requires recognition of a liability for the obligation undertaken upon issuing a guarantee. This liability would be
recorded at the inception date of the guarantee and would be measured at fair value. The disclosure provisions of the statement are effective for the financial
statements as of February 1, 2003. The liability recognition provisions apply prospectively to any guarantees issued or modified after December 31, 2002. Th
adoption did not have a material effect on the Company’s financial position or results of operations.

In January 2003, the FASB issued Interpretation No. 46, “Consolidation of Variable Interest Entities” (“FIN 46"), which requires the consolidation of variable
interest entities, as defined. FIN 46 applies immediately to variable interest entities created after January 31, 2003. The consolidation requirements apply to o
entities in the first fiscal year or interim period beginning after June 15, 2003. Certain of the disclosure requirements apply to all financial statements issued af
January 31, 2003, regardless of when the variable interest entity was established. This statement does not have a material effect on the Company’s financial
position or results of operations as the Company does not have a variable interest entity.
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Earnings Per Share

As permitted by Statement of Financial Accounting Standards No. 123, “Accounting for Stock—-Based Compensation” as amended by SFAS 148, the Compar
measures compensation cost using the intrinsic value method prescribed in by Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to
Employees.” The Company’s reported net income and net income per share would have been different had compensation cost for the Company’s stock—base
compensation plans been determined using the fair value method of accounting as shown in the pro forma amounts below:

Year Ended
September 30,
2003 2002

Net Income, as Reported $76,657 $16,417
Deduct: Total Stock-based Employee Compensation:
Expense Determined Under Fair Value Based Method (403) (489)
Pro Forma Net Income $76,254 $15,928
Net Income Per Share, Basic:
As Reported $ 7.66 $ 164
Pro Forma $ 7.62 $ 1.59
Net Income Per Share, Diluted:
As Reported $ 7.44 $ 164
Pro Forma $ 7.40 $ 1.59

For purpose of estimating the fair value of options on their date of grant, the Black—Scholes option—pricing model was used with the following assumptions:

Expected Stock Price Volatility 4.5-6.5%
Risk—free Interest Rate 2.5-4.2%
Expected Life of Options 5.0

Reclassifications
Certain amounts in prior years have been reclassified to be consistent with the current period presentation.
2. REORGANIZATION AND FRESH START ADJUSTMENTS

On January 16, 2001, Imperial Sugar Company and substantially all of its subsidiaries filed petitions for relief under Chapter 11 of the U.S. Bankruptcy Code i
the District of Delaware. The Company’s Plan of Reorganization became effective and the Company emerged from bankruptcy on August 29, 2001.

Prior to the Company’s filing for bankruptcy protection, the Company was in default under certain financial covenants in its senior credit agreement. The
Company did not make its required interest payments which were due on December 15, 2000 and June 15, 206#%nSesnéer Subordinated Notes due

2007 (the “Subordinated Debt”). The Company did not accrue interest on the subordinated debt during bankruptcy and, as a result, reported interest differed 1
stated contractual interest by $15.2 million in the period ended August 29, 2001.
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The Plan of Reorganization provided that holders of the Subordinated Debt and certain other unsecured creditors received 9,800,000 shares of common stoc
representing 98% of the common equity in the restructured entity in satisfaction of their debt obligations. Trade creditors were given the option of receiving
$5,000 or 10% of their claim in cash, in lieu of receiving common stock. Additionally, the Plan of Reorganization provided that certain former employees and
directors who were participants in non—qualified pension and deferred compensation plans received common stock or, at their option, cash and a non-interes
bearing note for 60% of their allowed claim. Previous holders of the common equity of the Company received 200,000 shares of common stock representing
2.0% of the common equity in the restructured entity and 7—-year warrants to purchase an additional 1,111,111 shares of common stock representing 10.0% ¢
restructured entity on a diluted basis. These share numbers and ownership percentages exclude shares issuable upon the exercise of options to be granted i
connection with the long—term management incentive plan adopted by the Company as part of the reorganization proceedings.

Upon its emergence from bankruptcy, the Company implemented the fresh start accounting provisions of SOP 90-7. In accordance with fresh start accountin
the reorganization value of the Company was allocated to the Company’s assets and liabilities in relation to their fair values. In addition, the accumulated defi
of the Company was eliminated and through a valuation by independent financial advisors, its common stock was valued based on an enterprise value midpo
of $350 million and an equity value midpoint of $90 million. The financial advisor’s valuation utilized a discounted cash flow and comparable companies
valuation model and, of necessity, made certain significant assumptions, including future cash flow, duration of cash flow projection (4 years), discount rates
(12%-22%), tax rates (40%) and terminal value multiple. As of the fresh start date, the enterprise value was adjusted for the effects of the securitization facilit
and for working capital changes through the fresh start date. The Company recorded the effects of the Plan of Reorganization and fresh—-start reporting as of
August 29, 2001, as follows (in thousands):

Adjustments to Record
Effects of the Plan

Predecessor Successor
Company Company
Consolidated Reorganization Fresh Start Consolidated
Balance Sheet Adjustments Adjustments Balance Sheet
Current Assets $ 270,900 $ — $ 4912 $ 275,812
Property, Plant and Equipment, Net 331,113 — (56,118) 274,995
Goodwill and Other Intangibles 330,401 — (330,401) —
Other Assets, Net 47,042 (8,544) (9,038) 29,460
Total Assets $ 979,456 $ (8,544) $ (390,645) $ 580,267
Liabilities Subject to Compromise $ 399,045 $(288,896) $ — $ 110,149
Current Liabilities 119,954 — (25,353) 94,601
Long-term Debt 217,779 11,696 — 229,475
Other Long-term Liabilities 32,416 — 23,626 56,042
Total Liabilities 769,194 (277,200) a,727) 490,267
Common Stock 310,487 88,200 (308,687) 90,000
Treasury Stock (15,859) — 15,859 —
Accumulated Deficit (75,033) 180,456 (105,423) —
Accumulated Other Comprehensive Income (Loss) (9,333) — 9,333 —
Total Shareholders’ Equity 210,262 268,656 (388,918) 90,000
Total $ 979,456 $ (8,544) $ (390,645) $ 580,267

F-12



Table of Contents
IMPERIAL SUGAR COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
September 30, 2003, 2002 and 2001

Reorganization adjustments reflect the conversion of both the Subordinated Debt, including related accrued interest, and certain prepetition trade payables in
new common stock, as well as the settlement of the non—qualified pension and deferred compensation liabilities, resulting in a gain of $201.8 million.

3. MARKETABLE SECURITIES AND OTHER INVESTMENTS

In fiscal 2003, the Company’s marketable securities consisted of U.S. Government securities, maturing in 2004. The amortized cost of these securities at
September 30, 2003 was $2.3 million. Marketable securities at September 30, 2003 were pledged to secure certain insurance obligations.

Other investments consist principally of the notes received in the sale of Michigan Sugar and also includes the Company’s royalty interest in a coal seam
methane gas project, which is accounted for at amortized cost, and a limited partnership interest in a company which owns an interest in a fuel oil terminal in-
Port of Houston.

4. ACCOUNTS RECEIVABLE

Accounts receivable are reported net of an allowance for credit losses of $1.6 million at September 30, 2003 and $1.1 million at September 30, 2002. The
provision for credit losses charged to selling, general and administrative expenses was $1.1 million in fiscal 2003, $0.6 million in fiscal 2002, and $0.1 million
and $0.5 million for the periods ended September 30, 2001 and August 29, 2001.

The Company entered into a receivables securitization facility in 2001 in conjunction with its emergence from bankruptcy. In December 2002, in connection w
the sale of the majority of the foodservice business and the refinancing of the Company’s senior bank debt, the Company repurchased receivables sold unde
securitization facility and terminated the facility. The facility provided for loans from a third party to a wholly-owned, unconsolidated subsidiary of up to $110
million, secured by trade accounts receivable purchased by such subsidiary from the Company on a non-recourse basis, for a combination of cash, notes ani
equity contribution. Loans outstanding from the third party to such unconsolidated subsidiary, not included in the consolidated financial statements, totaled $6
million at September 30, 2002. Trade receivables sold to such subsidiary during the period ended September 30, 2002 totaled $1.4 billion and the balance of
receivables sold totaled $86.8 million at September 30, 2002 (including $24.4 million sold from discontinued operations). The Company serviced the receivab
under the agreement for a fee of 1% .

The discount on receivables sold was variable based on an interest component which approximated the prime rate plus administrative fees. The Company
received compensation for servicing the accounts receivables that approximated its cost to provide such services. Accordingly, no servicing assets or liability
recorded.

The Company previously had a receivable securitization facility which expired upon its emergence from bankruptcy. The Company sold receivables without
recourse under such facility at a discount to an unrelated third party.

5. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consisted of the following (in thousands of dollars):

September 30,

2003 2002
Land $ 15,029 $ 21,350
Buildings, Machinery and Equipment 136,056 138,319
Construction in Progress 11,890 6,299
Total 162,975 165,968
Less Accumulated Depreciation (28,044) (14,897)
Property, Plant and Equipment — Net $134,931 $151,071

F-13



Table of Contents
IMPERIAL SUGAR COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
September 30, 2003, 2002 and 2001

6. SHORT-TERM BORROWINGS

From time to time, the Company borrows short-term from the Commodity Credit Corporation (“CCC”) under the USDA'’s price support loan program. CCC
borrowings, which mature September 30 each year, are secured by refined beet sugar inventory and are nonrecourse to the Company. The Company had nc
borrowings from the CCC in fiscal year 2003.

7. LONG-TERM DEBT

Long-term debt was as follows (in thousands of dollars):

September 30,

2003 2002

Senior Bank Debt:

Revolving Credit Facility $ — $ 25,040
Term Loans 24,667 115,836
Industrial Revenue Bonds 3,680 3,840
Non-interest Bearing Notes 9,153 11,006
Total Long-term Debt 37,500 155,722
Less Current and Deemed Current Maturities 26,525 6,844
Long-term Debt, Net $10,975 $ 148,878

In December 2002, the Company entered into a $175 million Senior Secured Credit Facility. The facility consists of a three—year $140 million (subject to
borrowing base calculation) senior secured revolving credit facility (“Revolver”) and a three—year $35 million term loan (“Term Loan”). The funds from the new
borrowing along with the proceeds of the sale of the majority of the foodservice business were used to repay existing senior bank debt, repurchase accounts
receivable from the Company’s accounts receivable securitization facility, and pay related fees and expenses associated with these transactions.

The facility is secured by all of the Company’s assets and all subsidiaries of the Company are borrowers or guarantors under the facility. The agreement cont
financial covenants which require maintenance of a minimum EBITDA level and a minimum fixed charge coverage ratio, each as defined in the agreement. Tl
Company is in compliance with these covenants as of September 30, 2003.

Interest rates on the term loan are LIBOR plus a margin of 2.75% to 3.50% or prime plus 0.25% to 1.00%. Interest rates on the revolver are LIBOR plus 2.25¢
to 3.00% or prime plus zero to 0.50%.

The term loan is repayable in monthly installments of approximately $583,000, with final payment of the remaining balance due December 31, 2005. Althougt
has a final maturity date of December 31, 2005, the Company has classified debt under the Senior Secured Credit Facility as current, pursuant to Emerging |
Task Force Issue 95-22. The agreement contains a subjective acceleration clause which can be exercised, if, in the opinion of the lender, there is a material
adverse effect, and provides the lenders direct access to our cash receipts. At September 30, 2003, the carrying amount of the Company’s debt approximate:
value.

The industrial revenue bonds consist of various issues at fixed and variable interest rates, ranging from 1.2% to 6.4%, and have maturity dates ranging from Z
to 2017.
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Pursuant to the Plan of Reorganization, the non-interest bearing notes were issued to certain former employees and directors who were participants in
non-qualified pension and deferred compensation plans. The notes require quarterly payments aggregating $0.7 million through August 2007. The notes hav
been recorded on a discounted basis at a 12% rate of interest.

Aggregate scheduled maturities of long—term debt at September 30, 2003, is as follows (in thousands of dollars):

Senior
Bank Debt Other Total
Fiscal 2004 $ 3,263 $ 2,072 $ 5,335
Fiscal 2005 6,821 2,311 9,132
Fiscal 2006 14,583 2,582 17,165
Fiscal 2007 — 2,838 2,838
Fiscal 2008 — 170 170
Thereafter — 2,860 2,860

$ 24,667 $ 12,833 $ 37,500

Cash paid for interest on short and long-term debt net of cash interest received was $2.5 million for the year ended September 30, 2003, $20.6 million for the
year ended September 30, 2002, $0.8 million for the period ended September 30, 2001, and $21.2 million for the period ended August 29, 2001. Interest
capitalized as part of the cost of constructing assets was $0.2 million for the year ended September 30, 2003, $0.3 million for the year ended September 30, :
$0.01 million for the period ended September 30, 2001, and $0.4 million for the period ended August 29, 2001. In 2003, the Company received a refund of
approximately $2.1 million of previously paid interest related to the repayment of the old bank debt, which was recorded as a reduction of interest expense.

8. INCOME TAXES

The components of the consolidated income tax provision (credit), were as follows (in thousands of dollars):

Predecessor
Successor Company Company
Period from Period from
August 30, October 1,
Year Ended Year Ended 2001 to 2000 to
September 30, September 30, September 30, August 29,
2003 2002 2001 2001
Federal:
Current $— $ — $ — L —
Tax Benefit of Operating Loss Carryforward Utilized (Generated) — — 5,979 (19,869)
Deferred 837 4,963 (7,980) (38,640)
State 2 353 84 874
Total Before Extraordinary Item 839 5,316 (1,917) (57,635)
Valuation Allowance — — 1,917 40,233
Total $839 $ 5,316 $ 0 $ (17,402)
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The consolidated income tax provision is different from the amount which would be provided by applying the statutory federal income tax rate of 35% to the
Company'’s income before taxes (including extraordinary item). The reasons for the differences from the statutory rate are as follows (in thousands of dollars)

Predecessor
Successor Company Company
Period from Period from
August 30, October 1,
Year Ended Year Ended 2001 to 2000 to
September 30, September 30, September 30, August 29,
2003 2002 2001 2001
Income Taxes Computed at the Statutory Federal Rate $ 27,124 $ 7,607 $ (2,262 $(188,247)
Non deductible Goodwill Amortization — — — 3,377
Non deductible Fresh Start Adjustments — — — 100,796
State Income Taxes 1 229 84 874
Basis Difference on Sale of Subsidiaries’ Stock (26,673) (3,114)
Other 387 594 261 4,265
Valuation Allowance — — 1,917 40,233
Total Before Extraordinary Item $ 839 $ 5,316 $ 0 $ (38,702)

Income taxes paid were $1.3 million for the period ended September 30, 2003, $0.4 million for the period ended September 30, 2002, zero for the period end
September 30, 2001, and $1.0 million for the period ended August 29, 2001.

The tax effects of temporary differences which give rise to the Company’s deferred tax assets and liabilities were as follows (in thousands of dollars):

September 30, 2003 September 30, 2002

Assets Liabilities Total Assets Liabilities Total
Current:
Inventory Valuation Differences, Principally Fresh Start
Accounting $(12,629) $(12,629) — $(11,989) $(11,989)
Manufacturing Costs Prior to Production Deducted Currently (404) (404) — (4,962) (4,962)
Accruals Not Currently Deductible $ 3,277 — 3,277 $ 4,042 — 4,042
Other 1,224 — 1,224 — (1,172) (1,172)
Total Current 4,501 (13,033) (8,532) 4,042 (18,123) (14,081)
Noncurrent:
Depreciation Differences, Including Fresh Start Accounting — (16,486) (16,486) (18,162) (18,162)
Pensions 33,763 — 33,763 13,672 — 13,672
Accruals Not Currently Deductible 13,759 — 13,759 14,993 — 14,993
Operating Loss Carryforwards 5,171 — 5,171 3,570 — 3,570
Other 1,638 — 1,638 4,751 4,751
Total Noncurrent 54,331 (16,486) 37,845 36,986 (18,162) 18,824
Total $58,832 $(29,519) 29,313 $41,028 $(36,285) 4,743
Valuation Allowance (29,313) (4,743)
Net $ 0 $ 0
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The Company has net operating loss (“NOL”") carryforwards of $14.8 million which expire in 2020 and 2021. The income tax benefit resulting from the future
realization of the NOL carryforwards will be credited to capital stock in accordance with the principles of fresh start reporting.

The valuation allowance reduces deferred tax assets to the amount that the Company believes is most likely to be realized. Due to the recent history of losse:
Company has provided a valuation allowance for the net deferred tax asset balance. The valuation allowance increased by $24.6 million in the year ended
September 30, 2003, of which $0.8 million relates to the change in deferred tax assets from utilization of NOL carryforwards and a corresponding credit was
recorded in capital stock. The balance of the decrease relates to adjustments made to the deferred tax assets on finalization of the Company’s tax return, oth
comprehensive income adjustments and, the sale of Diamond Crystal Brands.

9. EMPLOYEE BENEFITS
Defined Benefit Pension Plans and Postretirement Benefits Other Than Pensions

Substantially all of the Company’s nonseasonal employees are covered by retirement plans. In 2003, a number of changes were made which affected retirerr
plans, including the sale of the foodservice operation and two beet sugar plants, the closing of the Sugar Land refinery and the freezing of benefits under the
salaried plan. Certain unionized employees previously employed at the Company’s Sugar Land, Texas refinery were covered by a multi-employer plan, and
other employees are covered by Company-sponsored defined benefit plans. Under the Company-sponsored defined benefit plans, retirement benefits are
primarily a function of years of service and the employee’s compensation for a defined period of employment. The Company funds pension costs at an
actuarially determined amount based on normal cost and the amortization of prior service costs, gains, and losses over the remaining service periods.
Additionally, the Company previously provided a supplemental non—qualified, unfunded pension plan for certain officers whose benefits under the qualified pl:
are limited by federal tax law as well as a non—qualified retirement plan for non—employee directors, which provided benefits based upon years of service as «
director and the retainer in effect at the date of a director’s retirement. Certain of the Company’s employees are covered by benefit plans that provide
postretirement health care and life insurance benefits to employees who meet the applicable eligibility requirements. The Company’s actuary prepares a valu:
as of June 30 each year.
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The following tables present the benefit obligation, changes in plan assets, the funded status of the pension plans and the assumptions used (in thousands of

dollars):

Change in Benefit Obligation:

Benefit Obligation at Beginning of Period
Service Cost

Interest Cost

Amendments

Actuarial (Gain)/Loss

Disposition of Business Units

Expenses Paid

Benefits Paid

Bankruptcy Settlement of Certain Non—qualified Benefits
Curtailment and Other

Benefits Obligation at End of Period

Change in Plan Assets:

Fair Value of Plan Assets at Beginning of Period
Actual Return on Plan Assets

Employer Contribution

Disposition of Business Units

Expenses Paid

Benefits Paid

Fair Value of Plan Assets at End of Period

Funded Status

Unrecognized Actuarial (Gain)/Loss
Unrecognized Prior Service Cost
Adjustment for Fourth Quarter Contributions

Net Amount Recognized

Pension Benefits

Year
Ended

September 30,

2003

$229,077
3,553
15,445
1,073
38,433
(1,628)
(1,740)
(16,088)

(21,009)

$247,116

$171,858
199
1,491
(555)
(1,740)
(16,088)

$155,165

$(91,951)
61,678
1,203
1,997

$(27,073)

F-18

Year Ended
September 30,

2002

$ 247,987
5,707
16,629

141

(8,704)
(10,557)
(1,392)
(17,816)

(2,918)

$ 229,077

$ 216,703
(20,434)
3,716
(8,919)
(1,392)
(17,816)

$ 171,858

$ (57,219)
26,869

141

752

$  (29,457)

Period from
August 30, 2001
to
September 30,
2001

$ 247,295
483
1,487

(89)
(1,189)

$ 247,987

$ 216,368
1,613

(89)
(1,189)

$ 216,703

$ (31,283)

368

$  (30,915)

Period from
October 1, 2000
to
August 29,
2001

$ 225,503
5,359
15,519

435

27,088

(1,8_36)
(14,514)
(10,259)

$ 247,295

$ 253,552
(21,629)
795

(1,8_36)
(14,514)

$ 216,368

$  (30,927)

$  (30,927)



Table of Contents

Year Ended
September 30,
2003

Change in Benefit Obligation:
Benefit Obligation at Beginning of Period $ 24,806
Service Cost 117
Interest Cost 1,700
Amendments (11,218)
Actuarial Loss 4,776
Disposition of Business Units —
Curtailment (461)
Benefits Paid (2,002)
Benefits Obligation at End of Period $ 17,718
Change in Plan Assets:
Fair Value of Plan Assets at Beginning of Period —
Employer Contribution 2,002
Benefits Paid (2,002)
Fair Value of Plan Assets at End of Period $ =
Funded Status $(17,718)
Unrecognized Actuarial Loss 6,475
Unrecognized Prior Service Cost (11,218)
Adjustment for Fourth Quarter Contributions 560
Net Amount Recognized $(21,901)

IMPERIAL SUGAR COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
September 30, 2003, 2002 and 2001

Postretirement Benefits Other Than Pensions

Amounts Recognized in the Statement of Financial Position Consist of:

Accrued Benefit Liability
Intangible Asset

Accumulated Other Comprehensive Income

Net Amount Recognized
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Period from
August 30, 2001

Period from

Year Ended to October 1, 2000
September 30, September 30, to

2002 2001 August 29, 2001

$ 42,076 $ 41,978 $ 38,035

141 35 565

1,556 253 2,610

— —_ (12,401)

3,153 — 15,544

(19,861) — —

(468) — —

(1,791) (190) (2,375)

$ 24,806 $ 42,076 $ 41,978

1,791 190 2,375

(1,791) (190) (2,375)

$ — $ — $ —

$  (24,806) $  (42,076) $  (41,978)

2,210 — —

473 — —

$ (22,123) $  (42,076) $  (41,978)

Pension Benefits
September 30,

2003 2002

$(89,192) $(40,797)
1,203

60,916 11,340

$(27,073) $(29,457)

Postretirement Benefits
Other than Pensions

September 30,
2003 2002
$(21,901) $(22,123)
$(21,901) $(22,123)
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The assumptions used and the annual cost related to these plans consist of the following:

Period from
August 30, 2001
to

Period from
October 1, 2000

Year Ended Year Ended September to
September 30, September 30, 30, August 29,
2003 2002 2001 2001
Pension Benefits
Weighted—average Assumptions:
Discount Rate 6.0% 7.25% 7.25% 7.25%
Expected Return on Plan Assets 9.0%(1) 9.0% 9.0% 9.0%
Rate of Compensation Increase 4.0-5.0% 4.0-5.0 % 4.5-5.0 % 4.5-5.0 %
Components of Net Periodic Benefit Cost of
Company-sponsored Plans:
Service Cost $ 3,553 $ 5,707 $ 483 $ 5,359
Interest Cost 15,445 16,629 1,487 15,518
Expected Return on Plan Assets (17,515) (18,057) (1,614) (20,355)
Amortization of Prior Service Cost 12 — — 766
Recognized Actuarial (Gain)/Loss 3 — — (2,583)
Recognized Curtailment Gain (84) — — —
Total Net Periodic Benefit Cost —
Company-sponsored Plans 1,414 4,279 356 (1,295)
Multi-employer Plan for Certain Unionized
Employees 339 596 40 479
Total Pension Cost $ 1,753 $ 4,875 $ 396 $ (816)

(1) The Company changed its expected return on plan assets for fiscal 2004 pension cost to 8% as a result of a modification of the allocation of the plan as

in September 2003.

Period from

August 30, 2001

to

Period from
October 1, 2000

Year Ended Year Ended September o
September 30, September 30, 30, August 29,
2003 2002 2001 2001
Postretirement Benefits Other Than Pensions
Discount Rate Assumptions 6.0% 7.25% 7.25 % 7.25 %
Components of Net Periodic Benefit Cost:
Service Cost $ 117 $ 141 $ 35 $ 565
Interest Cost 1,700 1,556 252 2,610
Recognized Actuarial Loss 50 — — 91
Net Periodic Benefit Cost $ 1,867 $ 1,697 $ 287 $ 3,266

Aggregated accumulated benefit obligations for all plans were $246.4 million and $211.6 million at September 30, 2003 and 2002, respectively. Accumulated

benefit obligations were in excess of plan assets for all plans for both periods.
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During the second quarter of fiscal 2003 the Company froze benefits under its salaried pension plan which, along with the reduction of participants resulting fi
the sale of DCB, was accounted for as a curtailment pursuant to Statement of Financial Accounting Standards No. 88. As a result of the curtailment, the proje
benefit obligation for the salaried plan decreased; this actuarial gain was offset against existing unrecognized actuarial losses and no gain or loss was recogn
in the statement of operations.

The Company also recorded a curtailment in the postretirement and pension plans during 2002 in connection with the reduction of active plan participants
primarily resulting from the sale of business units.

The assumed health care cost trend rate used in measuring the accumulated benefit obligation for postretirement benefits other than pensions as of Septemt
2003 was 11.5% for 2004. The rate was assumed to decrease gradually to 5.25% for 2009 and remain at that level thereafter. Assumed health care cost tren
have a significant effect on the amounts reported for the health care plan. A one—percentage—point change in assumed health care cost trend rates would ha
following effects:

1-Percentage 1-Percentage
Point Point
Increase Decrease

(In Thousands of Dollars)
Effect on Total Service and Interest Cost Components $ 134 $ (115)
Effective on Postretirement Benefit Obligation 1,116 (975)

401(k) Plans

Substantially all of the employees may elect to defer a portion of their annual compensation in the Company sponsored 401(k) tax deferred savings plans. Th
Company makes matching contributions in some of these plans. The amount charged to expense for these plans for the period ended September 30, 2003 w
$1.2 million, $0.5 million for the period ended September 30, 2002 and $0.2 million for the period ended September 30, 2001. The increase this year is prima
due to the increase in the Company matching formula.
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10. SHAREHOLDERS' EQUITY

Earnings per Share

The following table presents information necessary to calculate basic and diluted earnings per share (in thousands of dollars, except per share amounts):

Predecessor
Successor Company Company
Period from Period from
Year Ended Year Ended August 30, 2001 October 1, 2000
September 30, September 30, to September 30, to August 29,
2003 2002 2001 2001

Income (Loss)

Income (Loss)

Income (Loss)

Income (Loss)

Income (Loss) from Continuing Operations: $ 1,967 $ (1,271) $ (7,590) $ (338,971)
Average Shares Outstanding 10,013,400 10,000,000 10,000,000 32,409,074
Effect of Incremental Shares Issuable from Assumed

Exercise of Stock Options Under the Treasury Stock

Method (1) 291,451 — — —
Adjusted Average Shares 10,304,851 10,000,000 10,000,000 32,409,074
Diluted EPS from Continuing Operations $ 0.19 $ (0.13) $ (0.76) $ (10.46)
Cumulative Effect of Accounting Change: — — — 2,352
Average Shares Outstanding 10,013,400 10,000,000 10,000,000 32,409,074
Effect of Incremental Shares Issuable from Assumed

Exercise of Stock Options Under the Treasury Stock

Method (1) 291,451 — — —
Adjusted Average Shares 10,304,851 10,000,000 10,000,000 32,409,074
Diluted EPS from Cumulative Effect $ — $ — $ — $ 0.07
Income from Discontinued Operations: 74,690 17,688 1,126 20,279
Average Shares Outstanding 10,013,400 10,000,000 10,000,000 32,409,074
Effect of Incremental Shares Issuable from Assumed

Exercise of Stock Options Under the Treasury Stock

Method (1) 291,451 — — —
Adjusted Average Shares 10,304,851 10,000,000 10,000,000 32,409,074
Diluted EPS from Discontinued Operations $ 7.25 $ 1.77 $ 0.11 $ 0.63
Basic Net Income (Loss) 76,657 16,417 (6,464) (316,340)
Average Shares Outstanding 10,013,400 10,000,000 10,000,000 32,409,074
Effect of Incremental Shares Issuable from Assumed

Exercise of Stock Options Under the Treasury Stock

Method (1) 291,451 — — —
Adjusted Average Shares 10,304,851 10,000,000 10,000,000 32,409,074
Diluted EPS from Net Income $ 7.44 $ 1.64 $ (0.65) $ (9.76)

(1) Securities excluded from the computation of diluted EPS for the year ended September 30, 2003, that could potentially dilute basic EPS in the future, w
options to purchase 8,000 shares, to be issued under the Company’s long—term incentive plan.
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The Company has a long—term incentive plan which provides for the granting to management of options to purchase up to 1,453,456 shares of common stocl
the reorganized company. The plan provides for the granting of incentive awards in the form of stock options, stock appreciation rights (SARS), restricted stoc
cash award performance units and performance shares at the discretion of the Executive Compensation Committee of the Board of Directors. Stock options t
date have an exercise price equal to the fair market value of the shares of common stock at date of grant. On the grant date, 25% of the options become
exercisable and 25% in annual increments for the three years following the grant date. These options expire not more than ten years from date of grant.

Additionally, in the second quarter of 2003, the Company granted stock appreciation rights (SARs) to certain employees based on 119,000 shares, at a state
price of $1.35 per share. The SARs provide the right to receive, at the date the rights are exercised, cash equal to the market appreciation between the statec
and the current market value to a maximum appreciation value of $5.55 per share. The SARs vest over a three—year period and expire ten years from date of
grant. The Company accrues for the value of the SARs over the vesting term. During the year ended September 30, 2003, 13,750 SARs and 47,500 options \
exercised.

Stock option activity in the plan was as follows:

Year Ended
September 30, 2003 September 30, 2002
Weighted Average Weighted Average

Options Price per Share Options Price per Share

Beginning Balance 1,111,456 $ 4.97 — —
Granted 520,000 4.72 1,286,456 $ 5.30
Expired or Cancelled (130,500) 5.55 (175,000) 5.55

Exercised (47,500) 5.45 — —
Balance, September 30 1,453,456 4.73 1,111,456 4.97
Exercisable as of September 30 603,603 $ 4.92 321,614 $ 5.30

Options outstanding at September 30, 2003 consisted of the following:
Exercisable Options
Weighted—Average Weighted—Average
Ran Exercise Price Weighted—Average Number Exercise Price
ge of Number of Remaini f
Exercise Prices per emaining of per
per Share Options Share Contractual Life Options Share

$7.30-10.58 68,000 $ 7.80 9.8 years 17,000 $ 7.80
5.55-5.58 1,012,706 5.55 8.9 years 465,291 5.55
$1.17-4.00 372,750 $ 1.91 9.0 years 121,312 $ 2.09

Prior to bankruptcy, the Company had a stock incentive plan which provided for the granting of incentive awards in the form of stock options, stock appreciati
rights (SARs), restricted stock, performance units and performance shares at the discretion of the Executive Compensation Committee of the Board of Directt
Additionally, the Company had a non—-employee director stock option plan and a non—employee director stock compensation plan. These plans were termina
and all outstanding options were canceled pursuant to the Plan of Reorganization.
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11. DERIVATIVE INSTRUMENTS

The Company uses derivative instruments to manage exposures to changes in raw sugar prices, natural gas prices and interest rates. The Company’s object
holding derivatives is to minimize risk using the most efficient methods to eliminate or reduce the impacts of these exposures.

Raw Sugar

The Company’s risk management policy is to manage the forward pricing of purchases of raw sugar in relation to its forward refined sugar sales to reduce prit
risk. The Company attempts to meet this objective by entering into fixed price supply agreements, futures contracts and options contracts to reduce its expos
The Company has designated its futures contracts and certain options contracts as cash flow hedging instruments. Such financial instruments are used to me
the Company’s exposure to variability in future cash flows attributable to the purchase price of raw sugar. The changes in the fair value of the designated futu
contracts and certain options contracts are included as a component of Other Comprehensive Income (“OCI").

The Company collects or pays cash based upon the change in the market value of open futures positions on a daily basis; accordingly, no asset or liability for
raw sugar futures contracts is reflected in the consolidated balance sheet.

The changes in the fair value of the designated futures contracts and options contracts are matched to inventory purchases by period, and are recognized in
earnings as such inventory is sold. The Company expects to recognize in earnings through September 30, 2004, approximately $0.2 million of existing net ga
presently deferred in OCI. The Company has hedged a portion of its exposure to raw sugar price risk movement through November 2004.

The pricing mechanisms of the futures contracts and the respective forecasted raw sugar purchase transactions are the same. As a result, there is no hedge
ineffectiveness to be reflected in earnings. The Company excludes the change in the time value of the options contracts from its assessment of hedge
effectiveness. The Company recorded a loss of $0.3 million in cost of sales as the change in the time value of options for the period ended August 29, 2001.
There were no such options in fiscal 2002 or 2003.

Certain options contracts not designated as hedging instruments under SFAS 133 are also used to hedge the impact of the variability of price risk for raw sug
The change in the fair value of such instruments is recognized currently in earnings.

Natural Gas

The Company uses fixed price physical delivery contracts, futures contracts, options, and basis swaps to help manage its costs of natural gas. The Company
designated as cash flow hedge instruments certain natural gas futures and options contracts matched against variable price forecasted gas purchases. The c
in the fair value of such contracts is included as a component of OCI.

Occasionally, the Company has natural gas futures and options contracts that cannot be designated as cash flow hedge instruments because the aggregate |
value of its natural gas futures and options contracts exceeds the Company'’s forecasted natural gas requirements in the relevant periods. Any change in fair
of such instruments is recorded as gain or loss in the period of the change.
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The Company collects or pays cash based upon the change in the market value of all open natural gas futures contracts on a daily basis; accordingly, no ass
liability for the natural gas futures contracts is reflected in the consolidated balance sheet. There were no outstanding natural gas basis swaps at September
2003 or 2002.

The changes in the fair value of the designated futures and options are matched to forecasted natural gas purchases and will be recognized in earnings in the
period the related manufactured product is sold. The Company expects to recognize in earnings through September 30, 2004, approximately $0.9 million of
existing net losses presently deferred in OCI. The Company has hedged a portion of its exposure to natural gas price risk through October 2004.

For the period ended September 30, 2003, the company recognized $0.7 million of derivative gains recorded in cost of sales which represented the
ineffectiveness of cash flow hedging activity. For the period ended September 30, 2002, the Company recognized ($0.5) million of derivative losses recorded
cost of sales, which represented the ineffectiveness of the natural gas cash flow hedging activity. For the periods ended August 29, 2001 and September 30,
the Company recognized $0.3 million and ($0.1) million respectively of derivative gains(losses) recorded in cost of sales.

For the period ended August 29, 2001 the Company reclassified $2.6 million of derivative gains from OCI to cost of sales, representing the discontinuance of
cash flow hedges as it was no longer probable that the original forecasted transactions would occur.

Interest Rates

The Company has material amounts of debt with interest rates that float with market rates, exposing the Company to interest rate risk. The Company’s policy
to reduce interest rate risk on its variable rate debt by entering into interest rate swap agreements for a portion of such floating rate debt. The Company had
interest rate swap agreements with a major financial institution which were terminated in December 2002, under which the Company paid a fixed interest rate
6.01% on $90.6 million. The Company entered into a new interest rate swap agreement with a major financial institution under which the Company pays a fix
rate of 2.465% and receives a floating interest payment based on 3 month LIBOR, on a notional amount of $21.5 million at September 30, 2003, which reduc
$1.75 million per quarter, until final maturity in December 2005. Since the Company has the ability to change the interest rate index of the debt, the interest ra
swap agreements are not designated as hedging instruments under SFAS 133. Therefore, changes in the fair value of the interest rate swaps are recognized
earnings.

12. COMMITMENTS AND CONTINGENCIES

The Company is party to litigation and claims which are normal in the course of its operations; while the results of such litigation and claims cannot be predict
with certainty, the Company believes the final outcome of such matters will not have a materially adverse effect on its consolidated results of operations,
financial position, or cash flows.
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In conjunction with the cessation of refining operations in Sugar Land in December 2002, the Company offered its affected bargaining unit employees several
of $2.3 million, even though not required by the collective bargaining agreement, in return for certain changes to the agreement. The union leadership reject t
Company'’s offer and filed a grievance in February 2003 alleging the Company owed unspecified severance and other benefits pursuant to the existing contra
The Company estimated that severance and other benefits calculated pursuant to the grievance calculations would be between $4 million and $5 million. Bas
on the advice of counsel the Company believes that its interpretation of the contract is correct and has contested this grievance. The arbitration of this grievar
was held in fiscal 2003, but the arbitrator’s decision has not been announced.

In May 2003, sugarbeet growers from the Torrington, Wyoming area filed a complaint for unspecified damages alleging breach of contract, anticipatory
repudiation and breach of an implied covenant of fair dealing in connection with the Company’s sale of a beet processing facility to a third party in 2002. In
September 2003, the Wyoming Federal District Court granted the Company’s motion to dismiss all counts of the plaintiffs’ complaint and overruled the growel
motion for a rehearing. The growers have since filed an appeal of the court’s decision. The Company believes these claims are without merit and that it will be
successful in defending against the claims.

The Company developed a plan to install a clay cap on former settling ponds at its Mendota, California to prevent further ground water contamination and has
recorded a $1.1 million liability for the present value of the estimated future costs of the plan. Additionally, the Company has recorded a $1.4 million liability fo
estimated remediation costs of closed production facilities.

The Company was obligated under $31.3 million in outstanding letters of credit at September 30, 2003, principally to secure insurance obligations.

The Company leases certain facilities and equipment under cancelable and noncancelable operating leases. Total rental expenses for all operating leases
amounted to $2.0 million in fiscal 2003, $3.2 million in fiscal 2002, $5.0 million in the period ended August 29, 2001, and $0.3 million in the period ended
September 30, 2001.

The aggregate future minimum lease commitments under noncancelable operating leases at September 30, 2003 are summarized as follows (in thousands o
dollars):

Operating
Fiscal Year Ending September 30, Leases
2004 $ 1,333
2005 638
2006 433
2007 136
2008 113

Thereafter _

The aggregate future minimum amount to be received under sub—leases was $0.4 million at September 30, 2003 compared to $0.7 million at September 30,

In connection with the sale of the Company’s Michigan Sugar subsidiary in February 2002, the buyer assumed $18.5 million of industrial revenue bonds, due
2025, issued by Michigan Sugar. The Company remains contingently liable for repayment of the bonds under a guaranty arrangement and has recorded no

F-26



Table of Contents
IMPERIAL SUGAR COMPANY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
September 30, 2003, 2002 and 2001

liability in these consolidated financial statements as it does not believe that a liability is probable. The Company obligation under the guaranty was cross
collateralized with the seller note receivable described in Note 13, that provides the Company with a claim to substantially all Michigan Sugar’s production
assets should the Company have to perform under the guaranty. In December 2003, the Company received $13.3 million from Michigan Sugar in full satisfac
of the seller note and released the collateral. The Company’s obligation pursuant to the guarantee is now unsecured. The Company expects to account for th
release of collateral as a modification of the guarantee and record a liability for its fair value in the first quarter of fiscal 2004, pursuant to FIN 45. The Compar
has not completed its estimate of the fair value of the liability.

13. GAIN (LOSS) ON ASSET SALES, IMPAIRMENT AND OTHER COSTS

The Company had gains (losses) on asset sales, impairment and other costs as follows (in thousands of dollars):

Period from
August 30, 2001
to Period from
Year Ended Year Ended September October 1, 2000
September 30, September 30, 30, to
2003 2002 2001 August 29, 2001

Gain (Loss) on Asset Sales:
Michigan and Worland Beet Sugar Operations — $ 13,938 — —
Nutritional Products Business — — —
Emission Reduction Credits $ 690 6,319 — $ 2,092
Surplus Real Estate and Equipment 2,180 3,738 $ (665) —
Total (Loss) Gain — Asset Sales 2,870 23,995 (665) 2,092
Impairment and Other Charges:
Impairment of Supplies Inventory — Sugar Land (2,393) — — —
Sugar Land Severance (for 50 Salaried Employees) (869) — — —
Impairment of Assets Held for Sale (1,876) — — —
Lease Obligations and Other 779 — — —
Total Impairment and Other Charges (4,359) — — —
Total Gains (Losses) on Asset Sales, Impairment, and Other
Costs $ (1,489) $ 23,995 $ (665) $ 2,092

The Company completed the sale of its Michigan Sugar Company subsidiary in February 2002 to a grower—owned cooperative. The sales price consisted of
approximately $29 million cash, $16 million in deferred payments, and the assumption of $18.5 million in industrial revenue bonds, for which the Company
remains contingently liable. The Company entered into a sales and marketing agreement under which it will continue to market the refined sugar processed b
Michigan Sugar Company for ten years following the sale.

Prior to the sale, the Company leased the four Michigan factories to the cooperative during fiscal 2002 and managed and operated these factories for the
cooperative. The lease agreement provided that the cooperative (1) pay all expenses necessary to operate the four factories and (2) pay the Company a leas
management and marketing fee based on the number of tons of sugarbeets received at these factories for processing. For the twelve months ended Septemt
2002, lease, management and marketing fees totaled $8.2 million.
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On June 30, 2002, the Company completed the sale of its Worland, Wyoming factory for $3.0 million. The Company entered into a sales and marketing
agreement which was terminated by mutual consent in May 2003.

The Company ceased sugar refining operations at its Sugar Land, Texas facility in the first fiscal quarter and discontinued its remaining packaging and
distribution operations in Sugar Land during the third quarter of fiscal 2003. Additionally, the Company settled a lease obligation previously recorded in
connection with the closure of two beet factories in 2001. The Company recorded charges and credits during the twelve months ended September 30, 2003,
shown in the table above. The supplies inventory impairment reduces to net realizable value inventories that are not readily transferable to the Company’s ott
production facilities because of differences in equipment or process technologies.

The Company evaluated the recoverability of the carrying value of assets held for sale, comprised of closed factories and related equipment, and recorded ar
impairment charge of $1.9 million in 2003.

Changes in the accrued balance for future cash expenditures in conjunction with closing production facilities are summarized below (in thousands of dollars):

Year Ended Year Ended
September 30, 2002 September 30, 2003
Accrued Accrued Accrued
Balance Balance Balance at
September 30, Amounts Other September 30, Amounts Amounts Other September 30,
2001 Paid Adjustments 2002 Accrued Paid Adjustments 2003

Accrual for Cash Charges:
Severance $ 591 $ (591) $ — $ — $ 869 $ (779) $ — $ 90
Environmental Costs 5,031 (317) (3,270) 1,444 50 (55) — 1,439
Abandoned Lease Commitments
and Other Cash Costs 1,357 (515) — 842 220 (11) (1,051) —
Total $ 6,979 $(1,423) $ (3,270) $ 2,286 $1,139 $ (845) $ (1,051) $ 1,529

Based on the decision to cease packaging and warehousing operations in Sugar Land, the Company evaluated the recoverability of the book values of asset:
will not be relocated and shortened the remaining service lives of those assets pursuant to Statement of Financial Accounting Standards No. 144. In March,
approximately $4 million of assets were determined to have a remaining service live of two months, resulting in additional depreciation charges of $2 million
recorded in the second fiscal quarter and $2 million recorded in the third fiscal quarter.

14. DISCONTINUED OPERATIONS

In October 2002, the Company completed the sale of its beet processing facilities in Sidney, Montana and Torrington, Wyoming, and Hereford, Texas. Gross
sales price in the transaction was $34 million, approximately $925,000 of which was placed in escrow, resulting in a gain of approximately $2.9 million.

In December 2002, the Company completed the sale of its Diamond Crystal Brands (“DCB") foodservice business for a gross sales price of approximately $1
million after certain post-closing working capital
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adjustments. The Company retained a substantial portion of the sugar product sales to the foodservice segment as a result of this disposition. Approximately
million of proceeds from this transaction were placed in escrow for two years and is reported in other assets on the balance sheet. The sale of DCB resulted i
gain of approximately $67.0 million.

In December 2001, the Company completed the sale of DCB'’s King Packaging subsidiary for approximately $28 million resulting in a gain of $3.6 million. In
April 2001, the Company completed the sale of the nutritional products portion of its foodservice business for $63.7 million cash, resulting in a gain of $2.2
million.

The financial statements have been reclassified to reflect the Sidney, Torrington, Hereford, and DCB operations (including King Packaging) as discontinued
pursuant to SFAS 144. The operating results for discontinued operations have been included through their disposition dates. The net assets of discontinued
operations prior to the date of sale were segregated on the balance sheet and components have been detailed below. No provision for income taxes on
discontinued operations was recorded because of differences in the book and tax basis of the stock of DCB that was sold in December 2002.

Summary operating results of discontinued operations are as follows (in thousands of dollars):

Year Ended

Period from Period from
September 30, August 30, October 1, 2000
2001 to to
September 30, August 29,
2003 2002 2001 2001
Net Sales $ 54,342 $ 265,669 $ 26,614 $ 301,039
Cost and Expenses (48,981) (246,199) (25,085) (270,239)
Depreciation (794) (4,148) (417) (8,052)
Gain(Loss) on Sale of Assets 4) 2,528 11 2,217
Operating Income from Discontinued Operations 4,563 17,850 1,123 24,965
Other Income (Expense) 303 (162) 3 (320)
Provision for Income Taxes — — — (9,199)
Income from Discontinued Operations Before Gain 4,866 17,688 1,126 15,446
Gain on Disposal 69,824 — — —
Income from Discontinued Operations $ 74,690 $ 17,688 $ 1,126 $ 15,446
Net assets of discontinued operations are as follows (in thousands of dollars):
September 30,
2002
Current Assets $ 21,665
Property, Plant and Equipment, Net 55,648
Total Assets 77,313
Current Liabilities 17,395
Other Long-term Liabilities 1,370
Total Liabilities 18,765
Net Assets of Discontinued Operations $ 58,548
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In connection with the sales of DCB and the beet factories described above, the Company made customary representations and warranties, and undertook
indemnification obligations with regard to certain of these representations and warranties. These indemnification obligations are subject to certain deductibles
caps and expiration dates and, in some cases, may be deducted from the related escrow balance. To date, no significant indemnity claims have been asserte
the Company does not believe any future claim, if asserted, would be material to the Company’s consolidated financial position, results of operations or cash
flows.

15. SUPPLEMENTARY INFORMATION

Interest income and dividends totaled $2.5 million for fiscal 2003, $1.6 million for the period ended September 30, 2002, $0.3 million for the period ended
September 30, 2001, and $0.5 million for the period ended August 29, 2001.

Other current liabilities include payroll and employee benefit accruals totaling $20.3 million at September 30, 2003 and $21.6 million at September 30, 2002, ¢
well as various other items including taxes, interest, and professional fees.
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EXHIBIT 14
CODE OF ETHICS

Imperial Sugar Company together with all of its subsidiaries and controlled entities (the “Company”) believe in adherence to ethical and legal standards in the
conduct of its business. Integrity, as an integral part of this belief, is a core value at the Company and associates must conduct themselves accordingly. In
addition, associates are expected to conduct their outside business and personal affairs in a manner that does not conflict with the best interests of the Comp
While it is impractical to describe every circumstance that could constitute improper conduct of business or a conflict of interest, associates should be guided
the general principles set forth in the following pages. All associates are required to be alert to potential conflicts with this Code of Ethics and pursue the pron
resolution of such matters. Violations of the provisions of this Code of Ethics may result in disciplinary action, including termination of employment. This Code
of Ethics applies to all Company associates and agents. It is the personal responsibility of each associate to observe the standards in the Code of Ethics whe
or not they are imposed by law. Any associate who does not comply with this Code of Ethics is acting outside the scope of his or her employment.

CONDUCT OF BUSINESS
Letter and Spirit of the Law

Business will be conducted in strict compliance with all applicable laws and governmental regulations of the United States, of the various states and of any
foreign country where applicable. Where a situation is not covered by law or where the law is unclear or conflicting, business will be conducted in a fair and
forthright manner. If in doubt, associates should seek legal and other advice, which is available through regular Company channels.

Use of Funds and Assets

Each associate is responsible for the proper use, conservation and protection of Company assets, including its property, plant, equipment, computer informat
and data, inventions, and other proprietary business and technical information. The use of Company funds or other assets is prohibited for:

«  Contributions to domestic or foreign political candidates, whether or not allowed by law. However, the Company encourages proper, constructive
associate participation in the political process, including involvement with a political action committee and individual activities supporting candidates
of choice for public office.

« Payments, gifts, loans or any other transfer either directly or indirectly to officials, agents or associates of labor organizations, political parties or
foreign or domestic



governments, or to any other persons or entities, where such transfer could be reasonably considered a bribe, kickback or other illegal or unethical
payment.

«  Personal gain or other purpose not intended to benefit the Company. Specifically, removal of any asset from Company premises is prohibited unles
such removal is authorized and intended to benefit the Company. This prohibition does not include the approved use of Company assets to suppor
non-profit and charitable organizations. It does include the use of Company computers or telecommunications equipment to conduct any for—profit
business other than for the Company; or use of Company computer to send e—mails or to access web sites or chat rooms that deal with or promote
subjects that are not appropriate for company use, such as racism, gambling, pornography, terrorism or other inappropriate subjects. Please refer t
Company'’s Electronic Media Policy for additional details.

In addition, the Company prohibits any dishonest, unethical or fraudulent act, including, (but not limited to)

« falsification of Company records for personal or other reasons;

*  misappropriation of other associates’, customers’, or suppliers’ assets.

Equal Employment Opportunity

Company policy prohibits all unlawful discrimination against any associate or applicant for employment. Associates must adhere to established equal
employment opportunity practices to prevent discrimination against job applicants and co—workers on the basis of race, color, gender, religion, national origin
age, veteran status, disability, or other basis prohibited by applicable law. Such practices apply to initial hiring, upgrading, promotion, transfer, recruitment,
layoff, termination, selection for training, and determination of rates of pay or other forms of compensation. For additional details refer to the Company’s EEO
Policy and Workplace Harassment Policy.

Non-Public Company Information

Associates are responsible for protecting non—public Company information at all times. Only executive officers and designated spokespersons are permitted |
make public statements on behalf of the Company. All questions received from news media representatives should be directed to Investor Relations or the
General Counsel and all inquiries from investors and securities analysts should be referred to Investor Relations. Also, associates must exercise the utmost ¢
avoid inadvertent disclosure of non—public information through casual or public conversations or presentations. As a general practice, public speeches or
presentations addressing corporate issues, or those given on behalf of the Company, should be prepared or reviewed by Investor Relations. In addition, the
Company works with proprietary data of customers, suppliers and joint venture partners. To merit the continued support of our customers, suppliers, and joint
venture partners, we should act to preserve the confidential nature of this information. Without express Company authorization confidential and proprietary
information must



not be shared with persons outside the Company and should be shared with fellow associates on a need-to—know basis only.
Contract and Agreement Negotiation

Associates responsible for the negotiation of contracts or agreements must deal only with reputable parties whose performance qualifications indicate the abi
to accomplish the requested objective. The contracting person(s) or department(s) will be responsible for (1) obtaining the most favorable price, quality and
service terms available to the Company; (2) clearly and completely establishing responsibilities of the parties involved; (3) preserving auditing rights in contrac
and agreements; (4) maintaining records to support contracting decisions and (5) protecting the proprietary and confidential information of all parties involved
the contracting process.

Health and the Environment

The Company is committed to making continuous efforts to protect human health and the environment, and will design, operate and maintain its facilities in a
manner consistent with all applicable federal, state and local requirements. All associates must conduct their duties and responsibilities in compliance with the
law and Company standards relating to health and safety in the workplace and protection of the environment.

Controlled Substances and Alcohol

The Company will maintain procedures designed to protect the safety and health of associates, as well as to protect property and assets. In support of this gc
associates are required to report to work free of impairment from the use of controlled substances or alcohol. The use, possession or distribution of illegal dru
or drug paraphernalia on Company property is strictly prohibited. In addition, possession of alcoholic beverages, firearms or other weapons on Company
property is prohibited. For additional details refer to the Company’s Drug and Alcohol Policy.

Accounting Systems

The Company is required to keep books and records that accurately and fairly reflect its business transactions and dispositions of assets. All associates who
responsibility for accounting, financial reporting, treasury, banking, or similar functions must be familiar with the Company’s accounting policies and
procedures. All associates must comply with the Company’s Record Retention Policy.

In addition, no undisclosed or unrecorded fund or asset shall be established for any purpose. No false or artificial entries shall be made in the books and reco
of the Company for any reason and no associate shall engage in any arrangement that results in such an entry. No payment shall be approved or made with
intention or understanding that any part of such payment is to be used for a purpose other than that disclosed by the documents supporting the payment.
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Internal Controls

A system of internal controls will be documented and maintained throughout the Company to aid compliance with the principles outlined in this Code of Ethics
and to protect the assets and best interests of the Company. Each associate is responsible for carrying out the activities that ensure internal control.

Antitrust

It is the policy of the Company to comply with all laws governing its operations, including federal, state and foreign antitrust laws, and to conduct its affairs in
keeping with the highest legal and ethical standards. It is our policy not only to adhere strictly to the antitrust laws but also to conduct our affairs consistent wif
the spirit of the laws. At a minimum, every Company associate MUST refrain from entering into any understanding or agreement, expressed or implied, or
discussing, either formally or informally, with any representative of any competitor, in regard to prices, terms or conditions of sale, or allocation of business,
markets, customers, or territories. There are other aspects to the antitrust laws and you should seek guidance from the Legal Department regarding any ques
you may have about the interpretation or the application of either this policy or the laws.

Foreign Corrupt Practices Act

The U.S. Foreign Corrupt Practices Act (FCPA) makes it a crime for any U.S. company or person to offer, give, promise or authorize a payment, in cash or in
kind, or any service to a foreign official or political party for the purpose of obtaining, retaining (doing) or directing business or to induce that official or party to
effect any governmental act or decision. The FCPA prohibitions also apply to payments or offers of anything of value to intermediaries, agents or sales
representatives if the associate knows, or has reason to know, that the payment or offer will be used for any illegal payment. The Company’s procedures mus
followed and advice from the Legal Department must be obtained regarding interpretations of the FCPA.

The FCPA also includes provisions that establish accounting standards for both domestic and foreign business activities. This Act, together with rules issued
the Securities and Exchange Commission, also make it a crime to directly or indirectly falsify any book, record or account.

CONFLICT OF INTEREST
Ownership Interests

Associates who own, directly or indirectly, any interest in property or companies providing services or materials to the Company, must disclose such informati
promptly and in writing to their immediate supervisors or the Legal Department. However,
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associates need not report ownership of securities that are widely or publicly held and traded on the open market, provided that such ownership could not
reasonably be expected to result in a conflict with the Company’s interest.

Insider Trading

Associates are strictly prohibited from trading in securities of the Company or any other issuer while having knowledge of material non—public information,
obtained or revealed to them as a consequence of employment. Furthermore, associates are strictly prohibited from revealing or transmitting such informatior
others, expressly or by recommending purchases or sales of such securities. Federal law carries onerous penalties for associates, at any level, who violate th
ban. This policy is not meant to discourage associates from investing in the Company’s shares or other securities; in fact, the Company believes associate
ownership contributes to the corporation’s long-term success. Rather, this policy dictates that associates use proper judgment in the timing and nature of thei
investments to avoid even the appearance of impropriety. All officers and directors of the Company must comply with the insider trading and reporting
requirements of the Securities and Exchange Commission.

Gifts, Bribes and Kickbacks

Associates shall not seek or accept personal gain, directly or indirectly, neither from anyone soliciting business from or doing business with the Company, no
from any person or firm in business competition with the Company. Likewise, an associate shall not offer or provide anything of personal gain to any persons
organizations for the purpose of influencing their business relationship with the Company. It is recognized that common business practice permits the offer an
acceptance of certain courtesies of nominal value, usually in the form of meals and entertainment. In offering or accepting such courtesies, associates shall b
guided by whether the business objectivity of either party may be adversely affected. Special attention must be given when dealing with public officials and
associates of government agencies, whose conduct is controlled by laws and regulations that must be complied with at all times. Please contact the Legal
Department if you have questions concerning dealing with public officials and associates of government agencies.

Other Employment

A full-time associate must have written approval from the associate’s supervisor to participate in employment outside of the Company. An associate may not
participate in outside employment, self-employment or avocation, or serve as an officer, director, partner or consultant for outside organizations, if such activi
(1) reduces work efficiency; (2) interferes with the associate’s ability to act conscientiously in the best interest of the Company; (3) requires the associate to
utilize proprietary, confidential or otherwise non—public information, procedures, plans or techniques of the Company or (4) creates an appearance of
impropriety. If an associate has any questions the associate’s supervisor should be consulted.
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Objectivity Influences

Associates who inadvertently find themselves in a position where their objectivity reasonably may be questioned because of individual interest or family or
personal relationships should notify their respective supervisors or the Legal Department.

GENERAL INFORMATION
Certificate of Compliance

As appropriate, from time to time, every associate will be notified of this Code of Ethics and sign a form acknowledging receipt of a copy. Certain associates ¢
identified by the Company Ethics Committee will be required periodically to execute forms attesting to their review and understanding of, and compliance with
this Code of Ethics.

Reporting of Violations

Any known or suspected violation of this Code must be reported immediately to the Legal Department, the internal auditor, a member of the Company’s Ethic
Committee or the Hotline number. Any associate who, honestly and in good faith, reports what he or she believes to be a violation of this Code of Ethics will r
be subject to any disciplinary action or retaliation on account of making such a report. To the fullest extent possible, the identity of an associate making a repc
will be kept confidential. If an associate believes that he or she is being treated unfairly because of reporting a violation, this should immediately be brought tc
the attention of the Company Ethics Committee.

Company Ethics Committee

To ensure continuing attention to matters of ethics by all Company associates, the Company has established a Company Ethics Committee consisting of the
Executive Vice President and General Counsel, Executive Vice President and Chief Financial Officer, and the Vice President Human Resources. The Corpor:
Secretary is charged with responsibility for monitoring compliance with this Code of Ethics and shall report annually to the Audit Committee of the Board of
Directors. The Company Ethics Committee shall have responsibility for developing and implementing a company-wide business ethics program consistent wi
the policies and principles set forth in the Code of Ethics. This program should include a method of communication to each associate to allow them to fully
understand the Company’s commitment to this Code of Ethics and should provide training to each associate on the Code of Ethics.

Dissemination of Code of Ethics

Each supervisor is responsible for compliance with this Code of Ethics by the associates under his or her direction. Each supervisor must stress the Compan
commitment to



the principles set out in this Code of Ethics and create an environment in the workplace that encourages the conduct of all business in accordance with the hi
integrity and ethical standards.

Reporting of Theft and Vandalism
Any loss of Company property due to theft or vandalism must be reported immediately to your supervisor or the Legal Department.
Compliance and Discipline

Violations of this Code of Ethics will result in disciplinary action that may include termination, referral for criminal prosecution and reimbursement to the
Company for any losses or damages resulting from the violation. As with all matters involving investigations of violations and discipline, principles of fairness
and dignity will be applied in consultation with Human Resources. Any associate that is charged with a violation of this Code of Ethics will be afforded an
opportunity to explain his or her actions before any decision is made about appropriate disciplinary action. Appropriate disciplinary action will be taken agains

e associates who authorize or participate directly in any action that is a violation of this Code of Ethics;

« any associate who may have deliberately failed to report a violation or deliberately withheld relevant information concerning a violation of this Code
of Ethics;

« the violator's managerial superiors, to the extent that the circumstances of the violation reflect inadequate supervision or a lack of diligence; and

« any supervisor who retaliates, directly or indirectly, or encourages others to do so, against an associate who reports a suspected violation of this Ct
of Ethics.

Important Phone Numbers and Addresses

To report a suspected violation or ask a question regarding Imperial’'s Code of Ethics please call one of the following:

Ethics Committee:
William F. Schwer XXX—=XXX—XXXX
Senior Vice President & General Counsel

Darrell D. Swank XXX—=XXX—XXXX
Senior Vice President & Chief Financial Officer

T. Kay Hastings XXX=XXX—XXXX
Senior Vice President — Human Resources



Confidential Hotline:

If you wish to remain anonymous you may report a violation by calling the Telephone Hotline noted below. The Telephone Hotline is answered by
an independent company and is available 24 hours a day every day. If you use the Telephone Hotline you may refrain from identifying yourself
(however, the Company may have insufficient information to investigate the allegations) or if you elect to identify yourself your confidentiality will
be maintained consistent with the goals of this Code of Ethics or unless disclosure is required in connection with any governmental investigation or
defense of the Company. You may access the Telephone Hotline toll free by dialing:

XXX =XXX=XXXX
All matters that do not appear to constitute violations of this Code of Ethics will be referred to the appropriate department.
Associates with questions regarding this Code of Ethics or its application may also discuss the matters with their immediate supervisors.

Additional copies of this document can be obtained by contacting the Legal Department, 8016 Highway 90A, P.O. Box 9, Sugar Land, Texas 77487-0009 or
calling XXX—XXX—=XXXX.

Please indicate that you have received, read and will abide by this Code of Ethics by signing your name and dating the attached acknowledgment and returni
promptly to your supervisor.



Subsidiary

Holly Sugar Corporation
Imperial Distributing, Inc.
Imperial-Savannah LP

Savannah Foods & Industries, Inc.

Ragus Holdings, Inc.

SUBSIDIARIES

State of Incorporation or Organization

New York
Delaware
Delaware
Delaware
Delaware

EXHIBIT 21



EXHIBIT 23
INDEPENDENT AUDITORS’ CONSENT

We consent to the incorporation by reference in Registration Statement No. 333-105160 and No. 333-102876 of Imperial Sugar Company (“Imperial”) each
Form S-8 of our report dated December 15, 2003, appearing in this Annual Report on Form 10-K of Imperial for the year ended September 30, 2003 (which

report expresses an unqualified opinion and includes an explanatory paragraph referring to the application of fresh start accounting in accordance with AICP/
Statement of Position 90-7 “Financial Reporting for Entities in Reorganization Under the Bankruptcy Code” and the lack of comparability of financial

information between reporting periods).
DELOITTE & TOUCHE LLP

Houston, Texas
December 15, 2003



EXHIBIT 31.1
CERTIFICATION

I, Robert A. Peiser, certify that:

1. | have reviewed this report on Form 10—-K of Imperial Sugar;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this annt
report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financ
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.  The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchang
Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls to be designed under our supervision, to ensure that matel
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly durin
the period in which this annual report is being prepared;

b)  evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectivel
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

c) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s fourth fiscal
quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal controls over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably like
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b)  any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal controls
over financial reporting.

Date: December 15, 2003 By: /sl RoserT A. PEISER

Robert A. Peiser
President and Chief Executive Officer



EXHIBIT 31.2
CERTIFICATION

I, Darrell D. Swank, certify that:

1. | have reviewed this report on Form 10—-K of Imperial Sugar;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this annt
report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financ
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.  The registrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchang
Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls to be designed under our supervision, to ensure that matel
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly durin
the period in which this annual report is being prepared;

b)  evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectivel
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

c) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s fourth fiscal
quarter that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal controls over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably like
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b)  any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal controls
over financial reporting.

Date: December 15, 2003 By: /s/  DARRELL D. Swank

Darrell D. Swank
Senior Vice President and
Chief Financial Officer



EXHIBIT 32

Certification Pursuant to
Section 906 of the Sarbanes—Oxley Act of 2002
(Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18,
United States Code)

Pursuant to section 906 of the Sarbanes—Oxley Act of 2002 (Subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United States Code), Robert A.
Peiser, President and Chief Executive Officer, and Darrell D. Swank, Senior Vice President and Chief Financial Officer, of Imperial Sugar Company, a Texas
corporation (the “Company”), each hereby certifies that, to the best of his knowledge:

(1) the Company’'s Annual Report on Form 10-K for the year ended September 30, 2003 (the “Report”) fully complies with the requirements of Sectic
13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: December 15, 2003

/sl ROBERT A. PEISER

Robert A. Peiser
President and Chief Executive Officer

/s DARRELL D. SWANK

Darrell D. Swank
Senior Vice President and Chief Financial Officer
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