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ABOUT MACKAY SUGAR

Mackay Sugar is Australia’s second largest sugar milling company, with over 140 years’ experience� 
We are a farmer-owned company and have three operating milling sites in Mackay - Farleigh, 
Marian and Racecourse, and one in far north Queensland – Mossman� Our main office is located at 
Racecourse Mill, Mackay�

Mackay Sugar was formed as a Co-
operative in 1988, when five formerly 
independent milling Co-operatives 
(Marian, Racecourse, Cattle Creek, 
North Eton and Farleigh) merged and 
acquired Pleystowe Mill from CSR 
Limited� As part of the strategy for 
greater efficiency, the North Eton, 
Cattle Creek and Pleystowe mills 
were closed in 1988, 1990 and 2009 
respectively and their operations 
integrated into the remaining mills�

With an appetite to maximise our 
business opportunities, shareholders 
voted in favour of converting Mackay 
Sugar Limited to an unlisted public 
company in July 2008� As at 31 May 
2016, we had 1025 growers (2015: 
1076) supplying cane to our mills and 
1055 (2014: 1044) shareholders 
holding investment shares�

Our revenue base includes raw 
and refined sugar, molasses and 
electricity (made from the sugar by-
product - bagasse)� From the sugar 
manufacturing process, we also 
produce mill mud and ash, which is 
distributed to our growers and applied 
to their cane paddocks as a beneficial 
soil conditioner�

We hold a 25 per cent interest in the 
Sugar Australia Joint Venture (SAJV), 
comprising Sugar Australia and New 
Zealand Sugar Company� Wilmar Sugar 
holds the remaining 75 per cent stake 
in these refining businesses� Products 
from the joint venture’s three refineries, 
located at Mackay’s Racecourse Mill, 
Yarraville in Victoria and Auckland, 
are marketed by Sugar Australia Pty 
Limited and New Zealand Sugar 
Company Limited�

As at 31 May 2016, we employed 927 
people in a variety of roles across our 
operations� This includes planning, 
procurement, information technology, 
human resources, accounting, 
administrative, trade, technical and 
processing roles� Approximately 330 
people are employed on a seasonal 
basis to assist permanent staff with 
our crushing season (generally May 
to November) operations� During 
the 2015 crushing season our total 
workforce was approximately 909�
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PERFORMANCE SUMMARY

FIVE-YEAR SUMMARY
(OPERATIONAL, FINANCIAL AND PEOPLE STATISTICS)

31 May 
2016

31 May 
2015

31 May 
2014

31 May 
2013

31 May 
2012

Production

Tonnes cane milled 6,191,429 6,668,039 5,648,839 6,125,002 4,162,422

Tonnes sugar produced (IPS) 863,434 923,242 824,631 888,491 558,180

Tonnes of molasses 211,922 216,046 180,359 184,767 131,619

MSL total average sugar price $409�92 $438�76 $410�70 $441�01 $463�20

Financial ($’000)

Operating revenue 432,904 475,165 430,110 406,689 296,997

Gross profit 200,652 208,380 179,859 181,856 125,670

Net interest expense 14,921 12,848 11,830 8,078 6,317

Net profit after tax (26,063) (11,391) 5,164 16,311 (12,520)

Net operating cash flow (10,914) 33,534 31,437 16,390 10,848

Total Assets 553,531 557,796 554,175 562,683 434,767

Total liabilities 331,188 290,076 280,594 283,702 210,954

Net assets/Total equity 222,343 267,720 273,581 278,981 223,813

Capital expenditure 28,577 28,042 31,155 54,540 56,255

People

Total employees 927 909 781 739 832

FOR THE YEAR ENDED 31 MAY 2016
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A 7�1% reduction in crop size in the 2015 season to 6�191 million tonnes 
(5,055,359 tonnes in Mackay; 879,344 tonnes in Mossman; 256,726 tonnes toll 
crushed), coupled with lower sugar prices, has resulted in reduced revenue for 
Mackay Sugar of $433 million in the 2015/16 financial year (2014/15: 6�67Mt 
crop, and $475m revenue)�

The underlying operating loss 
of $12�4 million combined with 
a revaluation of the Mackay 
and Mossman milling assets 
and the insurance proceeds 
from the Marian boiler claim 
resulted in a net loss before tax 
for year ending 31 May 2016 of 
$26�1 million�

It was a difficult year for milling operations with Mackay Sugar 
suffering the effects of the existing maintenance debt� This 
combined with reduced crops and poor prices has placed 
pressure on the business� This was coupled with continued 
difficulty in securing and retaining an experienced workforce, 
which has caused milling performance to slowly decline over 
a number of years�

At this year’s strategic planning session the Board and 
executive team took the decision to focus on consolidating 
the business; to concentrate on milling performance, rather 
than the previous more global view toward growth and 
diversification� There was a significant reorganising of staff 
within the Company in order to deliver the required milling 
performance outcomes� The challenge for the Company 
is to fund the maintenance debt within the business while 
striving to deliver an operational performance that meets the 
expectations of our grower-shareholders�

The 2015 crop totalled 6�191Mt of cane, down 7�1% on 
the previous year (2014: 6�668Mt)� Of this, 879,344t was 
processed at Mossman Mill and a further 256,726t was toll 
crushed at the Tableland Mill, Arriga� For the 2015 season, 
Mackay Sugar entered into toll crushing agreement with the 
Arriga mill� Given the success of that arrangement, the toll 
crushing agreement was extended for a further three years 
with the Arriga mill, which will crush up to 400,000t of cane 
per year on behalf of Mackay Sugar�

Intensifying the impact of a reduced crop was a decrease in 
the sugar price� The price dropped to $409�92/t IPS sugar, 
compared with $438�76/t IPS sugar in 2014� Molasses 
production decreased by 1�9% due to lower tonnages, 
however, the impact on revenue was softened by the price of 
molasses increasing by 5%�

The Directors determined that the Accounting Standards 
required that the carrying value of the Mackay and Mossman 
milling assets be tested� As a result of this there was a 
reduction in the value of Property Plant and Equipment 
of $21�5m� This was driven by a lack of expected future 
profitability and the future capital expenditure required to 
ensure no further reduction in milling performance� This 
amount was required to be treated as a loss for the year in 
the Profit and Loss account� This write down of milling assets 
was a book entry only and had no effect on the cash flow of 
the company� 

The revaluation impacted on the net profit for the 2016 
financial year� A loss of $12�4 million would have been 
achieved excluding the revaluation and Marian No 1 
boiler incident�

INVESTMENT IN OUR MILLING ASSETS
The Company undertook extensive capital works during 
the 2015/16 maintenance season, the results of which are 
expected to improve ongoing productivity�

• At Farleigh, the No 4 boiler was commissioned, 
and a new cooling tower was installed;

• At Marian, work was completed on the No 1 boiler, 
the low grade fugal structure, effets and clarification, 
and the No 7 and No 8 pans; and,

• At Mossman, the JTA dust collector and air heater were 
extensively upgraded in order to meet emission standards�

Capital and maintenance expenditure totalled $74�4m, 
including $10�4m for works conducted on the Marian 
No 1 boiler� This is a significant investment from which 
the Company expects to reap dividends in the form of 
improved reliability�

IMPROVING STAKEHOLDER ENGAGEMENT
Mackay Sugar places great value on its partnerships with 
growers, employees, suppliers and local communities� 
During the 2015 season the Company placed a particular 
focus on improving grower communications, by continuing 
to enhance customer service experiences, including daily 
communications between the Operations Centre, growers, 
and harvesting contractors�

CHAIRMAN’S REVIEW

Andrew Cappello 
Chairman
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Our radio communications protocol compliance monitoring 
measures safety and operating efficiency procedures where 
trains interact with harvesting contractors on rail sidings� 
Our compliance rate for this period was 98%, which 
indicates strong and effective interaction� Our complaints 
resolution process was efficient, with 81% of complaints 
resolved within seven days of lodgement�

We continue to communicate with growers and harvesting 
contractors on important pre-season planning and 
improvement issues via the distribution of circulars and 
monthly Chairman’s Updates�

WHY IT PAYS TO BE A MACKAY SUGAR GROWER
Queensland cane growers saw the introduction of the 
Sugar Industry (Real Choice in Marketing) Amendment 
Act in December 2015� This ‘Grower Choice’ legislation 
will affect the Company from July 2017� While up to 75% 
of Queensland growers remain unable to secure supply 
contracts with millers for the 2017 crop, Mackay Sugar 
grower-shareholders are in the advantageous position of 
continuing to forward-price up to three years ahead�

Fortunately, our grower-owned Company does not expect 
significant change in the near future, however, we must 
acknowledge the Grower Choice legislation and prepare 
to respond to it while continuing to focus on delivering the 
best returns to growers and shareholders� Grower Choice 
has reset the marketing landscape and brought about 
a complex and unprecedented competitive pricing and 
marketing environment� The legislation will also impact upon 
Queensland’s six sugar export terminals, and their operation 
and management going forward� We are seeking fair and 
open access to all terminals for all participants�

WHAT TO EXPECT 
IN THE YEAR AHEAD

Consolidation is a key focus for the year ahead, as we begin 
to see improvements in milling performance due to capital 
works expenditure, the consolidation of a more experienced 
workforce and the investment in operator training and the 
establishment of operating systems� The region’s coal mining 
downturn has allowed the Company to begin to attract skilled 
tradespeople back into the business, which is expected to 
provide a more stable workforce and ultimately reduce milling 
downtime� We are also continuing to focus on improving our 
preventative maintenance measures�

In the year ahead the Company will continue to focus on its 
core business of milling, while working toward its strategic 
target: processing 5�8Mt and 1�2Mt of cane over a 23-
week and 26-week period at 90% availability in Mackay and 
Mossman, respectively�

Above-average rainfall in the current season, coupled with 
improved sugar prices, indicates improved revenue for the 
year ahead�

THE GLOBAL SUGAR PRICE OUTLOOK
The future is looking brighter than the previous five years� 
Most analysts are predicting a substantial production deficit 
over the next few years, with some believing the global raw 
sugar deficit to be around 25Mt over the next 5 years� For 
the last decade, when such a deficit has been predicted, 
the world has looked to Brazil to cover this shortfall� There 
are doubts Brazil can produce sufficient sugar to meet this 
deficit, and the world must look to other producers to deliver 
the shortfall� This leaves producing countries like Thailand, 
China, and the EU to increase production, something that 
they have not previously had to do� If the weather in these 
producing regions is favourable, they will supply some of the 
shortfall� However, if there are droughts in these regions, the 
market may need to respond with higher prices�

MANAGING THE SUGAR DEBATE
The current anti-sugar sentiment in Australia is having a 
negative impact on our joint venture partnership with refining 
company Sugar Australia, in which Mackay Sugar has a 
25% interest� As a result of perceived health concerns, the 
domestic white sugar market has softened in recent years� 
Sugar consumption in Australia in the past 50 years has 
decreased by around 10kg per person� Partially offsetting 
this, however, is a 2–3% year-on-year worldwide increase 
in sugar consumption, as the Asian demand increases at an 
even greater rate�

The Company undertook 
extensive capital works during 
the 2015/16 maintenance season, 
the results of which are expected 
to improve ongoing productivity.
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Through the Australian Sugar Milling Council and 
Queensland Sugar Limited (QSL) we have developed a 
strategy to counteract the anti-sugar movement� In addition, 
Sugar Australia has appointed nutrition specialist Dr Mary 
Harrington, whose role is to introduce facts into national 
conversations on sugar and health, targeting policy makers, 
key opinion leaders and the media�

BOARD AND EXECUTIVE RESTRUCTURING
The 2015/16 reporting period saw Jason Lowry appointed to 
the position of Chief Executive Officer (CEO) following the 
resignation of Quinton Hildebrand� Jason formerly held the 
position of General Manager – Milling Operations� Jason’s 
focus as CEO is on ensuring the Company’s business 
objectives are achieved and stakeholder expectations are 
met, with improved profitability and effective use of assets 
and people�

Following Jason’s appointment as CEO, the Company 
welcomed Terry Doolan to the role of General Manager – 
Milling Operations� Terry began his sugar industry career as 
an apprentice fitter and turner at Pleystowe Mill� He has more 
than 30 years of experience at Mackay Sugar in supervisory 
and management capacities�

On behalf of Mackay Sugar, I would like to thank outgoing 
CEO Quinton Hildebrand for his exceptional leadership 
and significant contribution to the growth of the Company� 
Quinton delivered a number of key strategic outcomes during 
his seven years as CEO and skilfully steered the Company 
through challenging circumstances�

I would also like to thank outgoing Human Resources 
General Manager Jean-Claude Gassin for his 7 years of 
service to Mackay Sugar� The Human Resources function is 
now led by the Head of Human Resources, Rod Francisco�

ACKNOWLEDGEMENTS
I would like to offer an earnest thank-you to the many people 
that supported Mackay Sugar operations over the past 
financial year� In particular I would like to thank my fellow 
Directors, our shareholders and growers, the Executive team, 
Company employees and our marketing agents�

CHAIRMAN’S REVIEW (CONT)

We continue to communicate 
with growers and harvesting 
contractors on important 
pre-season planning and 
improvement issues via the 
distribution of circulars and 
monthly Chairman’s Updates.
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While operating in an oversupplied market and within capital constraints, 
we continue to develop our capability, invest in key supply chain assets, and 
leverage partnerships to ensure the long-term global competitiveness and 
profitability of our Company and our growers�

The 2015 season saw the 
Mackay region experience 
significant rain events through 
the first part of the season, and 
this was both a blessing and a 
curse� The rain delayed the start 
of the season and pulled the 
harvesting up again in August, 
but without that rain the crop 
would certainly have been less 
than 5Mt of cane� Mackay Sugar 

processed 5�1Mt of cane across our three Mackay mills, with 
717,217 tonnes IPS sugar produced� Operationally both 
Farleigh and Racecourse met or exceeded their targets for 
availability, but all three mills were down on crushing rate 
versus expectations, and Marian mill had several setbacks 
throughout the season�

Mossman Mill processed 1�1Mt of cane for the 2015 season, 
utilising MSF’s milling capacity for a portion of the crop via 
a one year tolling arrangement� The total volume of cane 
crushed at Arriga mill for the year was 256,726 tonnes, with 
the remainder processed at Mossman mill� In what was only 
the second season for a significant number of the operational 
employees, Mossman mill performed marginally better than 
the 2014 season and continues to improve as experience 
and training allows� Mossman mill also experienced several 
wet weather events and some significant downtime 
throughout the season that extended the completion of the 
processing season�

Safety is constantly at the forefront, and there were 
several initiatives undertaken in 2015 to improve our safety 
performance and participation by the general workforce� 
As you will see in the Cane Supply section, the results for 
YEM16 were significantly improved compared to recent years 
with several departments going the entire year or multiple 
years with no lost time accidents� While our performance is 
improving, there is always room for further refinements to the 
systems and processes� In fact, we have delved deeper into 
the safety metrics for the coming year to focus on a lower 
level of risk and reward� By focusing on the next layer down 
we can stop the behaviours and conditions that have led to 
lost time injuries in the past� We have strong commitment 
right through the workforce to continue to work together for a 
safer workplace�

The 2015 season was marked by a tale of two sugar markets, 
with a significant bear market at the start of the year and a 
turnaround throughout the season to end on a high note� 
The sugar market dropped to an eight year low in early 
September, depressing returns for the Company through 
sugar sales� As the New Year started and information arrived 
out of Brazil, Thailand and India, the sugar market rallied 
and by the end of the year was quite healthy� However, as 
a producer Mackay Sugar sales are tied closely with the 
production season, and as such most of our sugar was 
priced by the time the price had rallied� This resulted in 
an average sugar price achieved for the 2015 season of 
A$409�92 per IPS tonne, down significantly on the previous 
season (2014 season: A$438�76 per IPS tonne)�

The reduction in sugar price again highlighted the strong 
correlation between crop size, world sugar price, and Mackay 
Sugar profitability� The sugar price remained for much of 
the year below our cost of production, and as a result the 
financials for the year exhibited a loss of A$26�1m� The 
budgeting process for the coming year again indicated 
an asset intensive business that needs to control its own 
destiny through cost management� The management team 
was challenged to find significant savings to the cost base 
of our business, and I am happy to report that this was 
largely successful� The only part of the business that was 
left untouched was the cost of cane, as every other sector 
reduced its spending in some fashion� It is critically important 
for the business to control its cost of production to maintain 
profitability into the future, and through reductions in non-
critical expenses, services and people we believe we have 
given the Company a sustainable cost base� This is part of a 
continuous process of spending reviews�

With limited capital funding available, the size and scope 
of projects approved for installation in YEM16 was also 
reduced� However, it is important to note that we did focus 
on the projects which provided the highest return to the 
business by reducing operational risk, and these projects 
were delivered on time and within budget� With performance 
improvements required at Marian mill, a substantial portion 
of the capital was invested at that site including low grade 
fugal station upgrades, control system upgrades, and 
pan refurbishments� These projects, coupled with the 
replacement of the remaining cooling tower at Farleigh 
as well as a substantial improvement to Mossman’s boiler 
station emission controls, will continue the incremental 
improvements needed�

CHIEF EXECUTIVE’S REVIEW

Jason Lowry 
Chief 

Executive Officer
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There is more to do and as capital 
becomes available we will continue with 
the asset refurbishment program�

DELIVERING GROWTH IN 
CANE SUPPLY
For the first year in many the hectares 
under cane increased in 2015� 
This shows that our efforts to bring 
land back under or into production 
are yielding benefits� Two exciting 
developments in this area were 
announced in 2015 as well�

First, through our partnership with 
Proterra Investment Partners (formerly 
Black River Asset Management) in 
Racecourse Projects, the Company 
announced the purchase of the Hylton 
Park farm, providing the potential for 
an additional 900 hectares of cane 
land for the Company� Mackay Sugar 
continues to enjoy the benefits of this 
partnership with Proterra Investment 
Partners and through security of cane 
supply with the potential for dividend 
returns in the future�

The second initiative announced 
in 2015 was the Lease Facilitation 
program� It is well known that some 
of our shareholders and growers are 
at a point in life where they would like 
to significantly reduce their exposure 
to the risks and rewards of sugarcane 
farming� At the same time, there are 
many younger generation farmers 
looking to break into the business, 
and we hope to bring these two 
parties together through a series of 
transactions that will see improved 
cane supply tonnages as well as 
stable returns for the exiting farmers� 
Mackay Sugar can act as a bridge 
in these transactions, assisting the 
younger farmer with financing options/
assistance to meet the needs of 
the exiting farmer, while at the same 
time seeing improvements to farming 
practices and yields made possible 
by bridging funds� There are also 
economies of scale to consider for 
small farms and hobby farms where off-
farm income is more significant�

This program is still in its infancy, and 
we hope to see some real benefits from 
it going forward�

COGENERATION
The Racecourse cogeneration plant 
performed better in the 2015 season 
than it had in the previous two seasons, 
although the electricity generation 
and export was down on the previous 
year� The single largest impact on 
cogeneration profitability is the size of 
the crop, and with a crop of 5�1Mt in 
Mackay it was not possible to get the 
same throughput as the year before 
with a larger crop� Also impacting the 
cogeneration throughput in 2015 was 
the wet weather at the start of the 
year, requiring significant stocks of 
bagasse to work through the start-
stop operation� With the throughput 
improvements at Racecourse we 
have improved the performance of the 
cogeneration facility, and now we need 
the larger crops to achieve the original 
projected profits� A lack of investment 
in the area of renewable energy has 
pushed the market upwards for Large-
Scale Generation Certificates (LGC’s) 
as required under the Renewable 
Energy Target (RET), improving returns 
on previous years�

MANAGING 
ENVIRONMENTAL IMPACT
Farleigh mill completed major works 
on the boiler emission equipment in 
YEM15 which was commissioned in 
the current year� Results were quite 
good, with exhibited performance at 
or below the reduced threshold levels 
allowed by the licence permit� The 
Transitional Environmental Program 
(TEP) expires in November 2017� 
Mossman mill upgraded the emission 
units for the JTA boiler in YEM16, and 
testing in 2016 will inform us if we have 
more work to do in this area�

During the YEM16 crushing period, a 
number of exceedances in relation to 
Biochemical Oxygen Demand (BOD) 
in discharge waters were experienced 
by Mossman mill� Mossman mill 
has entered into an Environmental 

Evaluation of water management 
operations on site� The findings of an 
environmental investigation guided a 
number of corrective actions that were 
agreed to and completed during the 
maintenance period�

Mackay Sugar is committed to do 
no harm to the communities in which 
we operate, and we take the role of 
environmental steward very seriously� 
Significant work and investment has 
been put into place to ensure that we 
meet or exceed the requirements of the 
Environmental authorities, and we will 
continue to do so in the future�

LOOKING FORWARD
Mackay Sugar has made changes to 
the cost base in recent and coming 
years to ensure that the Company 
has sustainable operations when 
considering variable sugar prices� 
Fundamental to this sustainable cost 
base is a crop large enough to support 
the fixed assets, and as communicated 
before that amounts to an average 
of 5�8Mt� The crop size is key for 
sufficient revenues from sugar and 
molasses, as well as the year-round 
operation of the cogeneration plant 
on bagasse fuel� Mackay Sugar is 
committed to working with our growers 
and shareholders to ensure both crop 
and yield improve through vertical and 
horizontal expansion� Internally, we are 
working with our employees to make 
performance gains through both people 
and asset improvements to process 
the sugarcane crop into the revenues 
needed for sustainable operation�

ACKNOWLEDGEMENTS
I would like to thank the Chairman, the 
Board of Directors, the Executive team, 
employees, and our grower community 
for their efforts and accomplishments 
throughout the year�

CHIEF EXECUTIVE’S REVIEW (CONT)

06

THE YEAR IN REVIEW



Mackay Sugar Annual Report 2016

FINANCIAL SNAPSHOT

The year has delivered below average financial performance for the Company with poor weather and 
growing conditions resulting in a reduced crop� The results are largely driven by a decrease in sugar 
revenue due to lower sugar production and lower raw sugar prices�

CONSOLIDATED 
FINANCIAL ACCOUNTS
The financial accounts presented 
in this report are the consolidated 
financial accounts of Mackay Sugar 
Limited� Mackay Sugar has two 
wholly owned active subsidiaries - 
Queensland Commodity Services Pty 
Ltd (QCS) and Mackay Commodity 
Services Pty Ltd (MCS) which are 
required to be included in the financial 
statements presented by Mackay 
Sugar� The discussion of the financial 
statements set out below is in relation 
to the consolidated financial accounts 
and therefore includes the financial 
operations of Mackay Sugar, QCS 
and MCS�

SIGNIFICANT ITEMS DURING 
THE YEAR WHICH AFFECTED THE 
FINANCIAL ACCOUNTS

Revaluation of Milling assets
The Directors determined to revalue the 
Mackay and Mossman milling assets 
during the financial year which resulted 
in a reduction in the value of property, 
plant and equipment of $21�5 million� 
This amount was required to be treated 
as a loss in the statement of profit or 
loss for the year� This write-down of 
milling assets was a book entry only 
and had no effect on the cash flow of 
the Company�

Marian No.1 Boiler incidents
The Company suffered two major loss 
incidents with the Marian No�1 boiler 
during the year� As the majority of the 
expenditure to replace the damaged 
components in the boiler was required 
to be capitalised, a net gain of $7�8 
million was realised in the statement 
of profit or loss during the year� This 
amount was made up of insurance 
proceeds of $12�9 million less repairs, 
write-offs and impairment of the boiler 

assets totalling $5�1 million� Capitalised 
expenditure to replace damaged 
components totalled $8�8 million and 
this was included in property, plant 
and equipment in the statement of 
financial position�

STATEMENT OF PROFIT OR LOSS
The net loss before income tax for the 
year ended 31 May 2016 was $26�1 
million which represents an increase of 
$14�7 million on the $11�4 million loss 
in the 2015 financial year� As previously 
stated, the reported loss includes the 
loss on revaluation of property, plant 
and equipment of $21�5 million, and 
a net gain on the Marian No�1 boiler 
incidents of $7�8 million� Excluding 
these extraordinary items, the operating 
results for the Company would have 
been a loss of $12�4 million�

The crop for the 2016 financial year 
(primarily 2015 season) of 6�191 
million tonnes (Mt) was down by 7�1 
per cent on the 2014 season crop 
(6�668Mt)� The decrease in cane 
tonnages was partially offset by an 
increase in the sugar content in the 
crop, which resulted in an overall 6�5 
per cent decrease in sugar production� 
The average sugar price decreased in 
the financial year to $409�92 per tonne 
(/t) IPS sugar compared with the 2014 
season price of $438�76/t IPS sugar� 
The combination of the decreased 
sugar production and the $28�84/t 
decrease in the sugar price resulted 
in a decrease of $51�7 million in total 
sugar revenue�

Molasses production for the 2015 
season decreased by 1�9 per cent as a 
result of the lower crop tonnage, offset 
partially by a 3�7 per cent increase in 
the molasses yield compared to the 
2014 season� The molasses price for 
the 2015 season increased by 5 per 
cent� The net effect was an increase 
in molasses revenue of $3�7 million 

compared to the previous year�

Electricity sales decreased by 3 per 
cent on the previous financial year to 
$25�2 million� This was primarily due 
to a reduction in export sales due to 
lower bagasse quantities as a result 
of the smaller crop, and a reduction in 
steam and power sales to the refinery 
due to reduced operations� Other 
revenue increased by $6�8 million on 
the previous financial year� This was 
mainly due to insurance proceeds on 
the Marian boiler of $12�9 million, offset 
by a reduction in financial trading gains 
of $5�8 million�

The net effect of the combined revenue 
items resulted in a decrease in gross 
profit of $7�7 million or 3�7 per cent 
for 2016, compared to the 2015 
financial year�

Maintenance expenses for the 2016 
financial year was $45�8 million 
compared to $44�0 million incurred in 
the previous financial year� The $1�8 
million increase in expenditure was 
primarily due to additional maintenance 
works at Marian mill� Operating 
expenses for the 2016 financial year 
were $80�8 million compared to 
$81�9 million incurred in the previous 
year� The $1�1 million reduction was 
due to the smaller crop and reduced 
season length� Administration expenses 
remained stable at $44�2 million in the 
2016 financial year�

Distribution and marketing expenses 
decreased by $1�4 million to $6�4 
million compared to the previous 
financial year� The decrease was 
mainly due to a reduction in salary and 
commission costs�

07

THE YEAR IN REVIEW



Mackay Sugar Annual Report 2016

During the financial year, QCS made 
a net loss of $0�5 million on derivative 
and foreign exchange trading in relation 
to miller-specific trading outside of the 
normal sugar pricing arrangements� 
This compares to a net profit of $4�8 
million in the previous financial year�

The profit from equity accounted 
investments of $10�5 million represents 
the Company’s share of profit in the 
Sugar Australia and New Zealand 
Sugar refinery investments� This 
decreased by $1�4 million compared 
to the previous year as a result of lower 
sales volumes and tighter sales margins 
during the year�

Finance costs increased by $2�0 
million on the previous year as a result 
of increased funding requirements 
for capital programs and seasonal 
loan requirements�

Depreciation decreased by $3�6 
million to $16�4 million for the 2016 
financial year� This result was mainly 
attributable to the decreased cane 
tonnages processed through the mills, 
a reduction in the asset base due to the 
revaluation in the previous year, and a 
review of the useful lives of the assets�

Other expenses increased by $2�1 
million on the previous year to $2�7 
million for the 2016 financial year� The 
increase was mainly due to an increase 
in capital working expenses, and write-
downs on the Marian boiler as a result 
of an overheating incident�

The loss on impairment of property, 
plant and equipment of $3�9 million 
was incurred as a result of a furnace 
explosion within the Marian boiler on 24 
May 2016�

STATEMENT OF 
FINANCIAL POSITION
Total equity decreased by $45�4 
million on the previous year to $222�3 
million as at 31 May 2016� This was 
due to the loss for the year of $26�1 
million and a decrease in reserves of 
$19�3 million� The reserve movements 
reflect a decrease in the hedge reserve 
of $26�1 million, an increase in the 
foreign currency translation reserve 
of $1�0 million, and an increase in the 
financial asset revaluation reserve of 
$5�8 million�

The hedge reserve of $(13�7) million 
reflects the mark-to-market shortfall 
in the value of the Group’s hedging 
positions as at the year-end date� It 
is an accounting requirement that the 
sugar pricing, diesel fuel pricing, foreign 
exchange contracts, and interest rate 
hedging contracts be valued at the end 
of the financial year�

The foreign currency translation 
reserve reflects the effect of the 
movement in exchange rates on 
the value of our investments in 
foreign associated companies (New 
Zealand Sugar Company and Oriana 
Shipping Company)�

The Company’s bank loan facilities 
were renewed on 29 February 2016 for 
a further two years to 2 March 2018� 
There was no change in the facility 
limits in the new agreements�

During the year, the Company received 
$26�5 million through a ‘Subscription 
and option agreement’ on its Sugar 
Terminals Limited (STL) shares� This 
amount was required to be treated 
as a financial liability in the financial 
accounts as it is expected to be repaid 
at the end of the term of the agreement� 

(Refer to note 22 in the Company’s full 
financial accounts for full details)�

Net debt increased by $49�2 million 
to $212�5 million, primarily due to 
increased seasonal and margin loan 
funding being required at 31 May 
2016 compared to 31 May 2015, 
and the STL subscription liability� The 
margin loan funding was used to fund 
margin calls during the year, and the 
seasonal loan funding was used to 
fund cane payment advances� The net 
debt is comprised of bank loans of 
$139�6 million, finance lease liabilities 
of $1�4 million, fixed-rate medium-term 
unsecured notes (bonds) of $50�0 
million, interest bearing deposits of 
$0�4 million, selected-term unsecured 
notes of $26�9 million and an STL 
subscription liability of $26�6 million, 
offset by cash of $32�4 million�

Receivables decreased by $3�1 million 
to $29�6 million, mainly due to seasonal 
timing factors associated with the sugar 
and molasses revenue receivables, 
and insurance claim receivables of 
$7�2 million in relation to the Marian 
boiler� Payables decreased by $19�4 
million to $34�0 million, primarily due 
to a decrease in the amount owing to 
suppliers for cane payments�

Other liabilities decreased by $6�2 
million to $19�8 million mainly due 
to a reduction in deferred unrealised 
gains on sugar futures of $5�4 million� 
Inventories decreased by $1�0 million, 
due to a reduction in molasses finished 
goods stock of $0�5 million and a 
decrease in milling store spares of $0�5 
million� Other financial assets include 
Sugar Terminals Limited shares of 
$26�6 million and Racecourse Projects 
Pty Ltd shares of $2�4 million�

Mackay Sugar processed 5.1Mt of cane across our three 
Mackay mills, with 717,217 tonnes IPS sugar produced.

FINANCIAL SNAPSHOT (CONT)
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STATEMENT OF CASH FLOWS
The net cash flow from operating activities decreased 
by $44�4 million to a cash deficiency for the year of 
$10�9 million� This was mainly due to the reduction 
in sugar sales as a result of the lower sugar price, 
and timing differences in the receipt of sugar sales 
and payment of cane payments� Capital expenditure 
increased by $0�5 million to $28�6 million� This 
includes $10�4 million on the Marian boiler, with 
the balance being stay-in-business capital� Further 
contributions of $0�7 million were provided to the 
Racecourse Projects investment during the year 
for the Prospect Creek and Hylton Park farming 
operations� Additional investment of $8�1 million 
was contributed to the Sugar Australia Joint Venture 
during the year�

Movements from financing activities were a 
combination of the following:

• additional borrowings of $27�8 million;
• proceeds received from the STL 

share subscription of $26�5 million;
• lease liability payments of $0�3 million;
• an increase in loans to growers 

of $0�8 million; and
• a decrease in selected-term 

unsecured notes of $2�7 million�

As a result of the above cash movements, cash on 
hand increased by $2�3 million to $32�4 million�

THE YEAR AHEAD
An improved crop and price forecast for the 2016 
season is expected to have a positive effect on 
the profitability of the Company� We will remain 
focused on managing costs and maintaining the 
Company’s business assets� We need to continue 
to improve profitability to meet the ongoing needs of 
the business�

Operating revenue  ($’000)
2012  296,997
2013  406,689
2014  430,110
2015  475,165
2016  432,904

Net operating cash flow  ($’000)
2012  10,848
2013  16,390
2014  31,437
2015  33,534
2016  (10,914)

Net assets / total equity  ($’000)
2011  230,920
2012  223,813
2013  278,981
2014  273,581
2015  267,720
2016  222,343
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CANE SUPPLY

MACKAY

The crop performance for 2015 season in Mackay saw a total of 5�1Mt (2014 season: 5�5Mt) of cane 
crushed from a harvested area of 69,120 ha (2014 season: 68,967 ha)� This resulted in an average 
yield of 73�1t/ha, which was 6�5t/ha below the 2014 season crushing result of 79�6t/ha� The harvested 
area was up by 153 ha thanks to continued cane expansion initiatives� The average sugar content 
(PRS) for the 2015 season was 14�46 units, which was an increase of 0�16 units on the 2014 season 
figure of 14�30 units� The average sugar yield of 10�13t/ha was marginally down (0�82t) on the 2014 
season figure of 10�95t/ha�

The year ended with another pleasing 
performance in relation to health, safety 
and environment� Overall consolidated 
Safety Index targets were exceeded 
and the season was completed with 
all three Cane Supply departments 
celebrating being 12 or 24 months lost 
time injury free�

Among the many risks managed in 
cane rail operations, train separation 
is arguably one of the most critical� 
The previous year’s trend of improved 
monitoring and controls of train 
separation continued� Stretch targets 
set for forward clearance alarms were 
achieved through a focused daily 
continuous improvement process� An 
intense media campaign, in conjunction 
with industry partners, was also 
rolled out to improve the behaviour of 
motorists at level crossings� Analysis 
of near miss trends indicates an 
improvement year on year� This was 
assisted by support from road traffic 
police through strong enforcement of 
penalties for level crossing violations�

Cane supply operations continue to 
focus on our front-end customers 
and partners� Complaints resolution 
was again good where 100% of all 
complaints received an initial response 
within 48 hours and 81% of complaints 
were resolved within seven days� 
Another customer service metric is the 
cane rail sidings radio communications 
protocol compliance monitoring� This 
control is used to assess safety and 
operating efficiency procedures where 
our trains interact with harvesting 
contractor employees on sidings� Our 

compliance rate for the 2015 season 
was 98%, an increase on the 2014 
season figure of 92%�

The process of consulting with the 
harvest sector to review the previous 
year’s bin delivery operations and 
harvest management continued, and an 
improvement strategy was developed� 
The majority of high priority issues were 
implemented during the 2015 season� 
The main service level target of 81% 
on-time bin deliveries was achieved 
which has sustained the improvements 
delivered the previous season (see 
Figure 1)� This was a pleasing result 
given the substantial tonnages of cane 
that were transferred between the 
three Mackay mill areas to manage 
the season finish, and balance the 
relative crushing performance variations 
through the season�

A critical link between the front and 
back end of our inbound supply chain 
is the management and coordination of 
our harvesting function� Our dedicated 
Field Office team fulfils this role� 
The advantage tonnes scheme was 
reviewed and the system was upgraded 
for implementation at the start of the 
2015 season with the full support 
of the harvest sector� However, due 
to the nature of the start to crushing 
operations the scheme was not applied 
for the 2016 season�

The other main aspect of harvest 
management is harvest equity between 
the various harvest groups (i�e� 
equitable access to milling capacity)� 
With a strong focus throughout the 
season to avoid potential issues at the 

end of the season the group equity 
finish was good and 97% of harvest 
groups finished the season within three 
days of their rostered finish dates�

One of the important components 
of our rail transport operations is the 
number of derailments experienced� 
An ongoing derailments management 
program has seen significant long-term 
improvements in the derailments trend 
which is measured by the frequency 
in which they occur (i�e� the number 
of tonnes hauled per derailment)� The 
derailments ratio target for the 2015 
season was 1:15,000 based on the 
continued long-term improvement trend 
and 1:16,203 was achieved, well above 
target� We look forward to further 
continued improvements including 
the rollout of the next phase of the 
new hot axle box detection system 
which saw a very successful Phase 1 
implementation at Racecourse mill�

The Cane Supply operations are 
a critical input link to our factory 
operations� In this regard a target was 
set to reduce the amount of outside 
stops (excluding rain-related and 
harvest-related stops) to our factories, 
caused by lack of cane supply to less 
than 6 hours per week, and this was 
improved on with the season average 
of 3�6 hours/week� Improvement of 
the spread of harvesting hours is a key 
aspect to achieving this, along with 
strong supply of cane from the harvest 
sector and sound train scheduling�

We have also assessed our cane 
supply function from a slightly more 
strategic level in the area of harvest 
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best practice to minimise infield 
sugar losses� The first phase of this 
project included supporting initial 
engagement with Mackay area growers 
and harvesters, and measuring infield 
harvest losses under normal operating 
conditions� The measurements were 
used to establish a database of 
harvester losses for various machine 
types, crop and field conditions, and 
useful information was circulated to 
growers and harvester operators and 
discussed at grower forums through 
Mackay Area Productivity Services� 
Further activities and communications 
to the grower/harvest sector during the 
2015 season contributed to heightened 
awareness and moves by some harvest 
groups to target some of the best 
practice standards� Further work is 
required on this initiative to generate 
the adoption of significant practice 
changes and to deliver substantial 
reductions in harvest losses� This 
information is available for interested 
growers and harvesting contractors 
to reduce their field losses� We look 
forward to grower uptake to improve 
overall supply chain efficiency�

2016/17 TARGETS
With our first priority continuing to be 
the health and safety of our employees 
and the communities within which we 
operate, we plan to further improve 
our protocols in the management 
of train separations� Stretch targets 
have been set for the first level and 
second level control metrics� We plan 
to continue with our media campaign 
in conjunction with industry partners 
to improve the behaviour of motorists 
at level crossings� We will also be 
continuing to work with police to 
assist with enforcement of violations at 
level crossings�

For the 2016/17 season we plan 
to sustain the improved service 
levels we provide to our growers in 
terms of dealing with and resolving 
complaints and interactions at 
sidings where transport and harvest 
operations interface� We also plan to 
make an improvement in bin delivery 
performance and are specifically aiming 
to deliver 82% of all bins on time� In 
terms of harvest management we now 
have a workable Advantage Tonnes 

Scheme to support the early start/early 
finish principle�

With the revised Mackay Sugar 
Business and Strategic Plan focused 
on long-term sustainable improvements 
across supply chain operations, 
specifically milling performance, we 
are also targeting improvements that 
can be provided by our transport 
and logistics operations� We plan 
to improve the spread of harvesting 
hours to improve utilisation of the loco 
and bin fleet throughout the typical 
24-hour day� This will be done by 
identifying opportunities on required 
loco runs to reduce one loco day shift 
per mill area without compromising 
on-time deliveries and group harvest 
equity performance�

In terms of our Value Chain Project, 
which is aimed at facilitating the 
adoption of harvest best practice to 
minimise infield sugar losses, we plan 
to facilitate securing industry funding 
for a large scale commercial trial to 
practically demonstrate the realisable 
economic advantages of best practice 
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adoption� We will also aim to publish 
harvester efficiency reports more 
regularly with comparisons to best 
practice standards to continue raising 
awareness of this important value-
add opportunity�

MOSSMAN
The Mossman mill crop for 2015 was 
1,136,070 tonnes, and a Toll Crushing 
Agreement saw this volume split 
between the Mossman mill and the 
MSF Sugar managed Arriga mill� A 
total of 879,344 tonnes was crushed at 
Mossman for the season and 256,726 
was crushed at Arriga mill�

The Mossman mill supply area 
decreased by over 296 ha compared 
to the 2014 area, to a harvested area 
of 13,685 ha� Average yields were up 
6�9 tph at 88�5 tph� The Tablelands 
area produced 105 tph and the 
Mossman area 75 tph�

For the 2015 season the cane supply 
team managed the transition back to 
the push-pull cane bin process and the 
new transport arrangements with our 
logistics provider� The transport of 36 
tonne payloads utilising B-double prime 
movers again proved to be successful 
with very few incidents� Over 450,000 
tonnes of cane was moved in this 
manner during the season, with a 
further 250,000 tonnes of cane was 
transported via multi lift bins to the 
Arriga mill�

During the 2015 season Mossman mill 
adopted a number of the Mackay Sugar 
grower information systems to improve 
information flow and accuracy:

• Both the GECHO and Cannibal 
systems to manage harvest 
were implemented�

• Missed sample reconciliation and 
tracking was managed by the cane 
supply team�

Mill mud and mill ash deliveries were 
below average for the crushing season 
due to the dry season� All of the mud 
and ash produced was utilised on 
the coast by local growers, with both 
traditional spreaders and banded 
applicators used�

There was a 30% reduction in 
derailments in the 2015 season 
compared to the 2014 season, with 
95 derailments recorded during the 
season, at a rate of 1:10,050� The 
severity of these derailments was very 
low with none contributing to loss of 
cane supply to the mill�

A toll crushing agreement was 
reached with Mitr Phol which will 
result in up to 400,000 tonnes of 
cane being processed at their Arriga 
mill� This agreement is in place for 
three years with the possibility of 
extending an additional two years under 
various scenarios�

A total of 
879,344 tonnes 
was crushed 
at Mossman for 
the season.
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MILLING

The 2015 crushing season commenced at Mossman mill on 12 May 2015, Marian and Racecourse 
mills both commenced 1 June and Farleigh mill 10 June� Rain affected crushing operations from mid-
June which extended the season� Our budgeted outside lost time was 31 days, however actual outside 
lost time was 45 days� The 2015 season came to a close on 26 November�

MACKAY MILLING PERFORMANCE
All factories operated well when 
crushing operations commenced� The 
major breakdown of Marian mill’s No 
1 boiler reduced crushing rate and 
availability at that site� Other factories 
performed reasonably well with 
Racecourse mill availability at 90�4% 
and Farleigh mill at 86%� The overall 
availability was 83�7% for the Mackay 
area mills collectively�

FARLEIGH MILL
Farleigh mill processed 1,492,407t of 
cane at a rate of 468tph in just over 24 
weeks� This compared to 1,599,162t of 
cane at 494tph over 25 weeks for the 
2014 season� Wet weather delays were 
significantly over budget with a total of 
356 hrs lost (budget 216 hours) largely 
due to the delay of almost two weeks 
just a day after the commencement 
of crushing�

The mill exceeded its factory availability 
target of 85% with a performance 
of 86�3% for the season� The mill’s 
availability for the 2014 season was 
83�6%� Whilst this was a pleasing 
result and reflects good progress 
towards the goal of 90% availability, 
there were still a number of issues to 
be addressed�

The performance of the high grade pan 
stage was of concern with a total of 63 
hours lost to address leaks in the steam 
calandrias of three key vacuum pans 
during the first half of the season� Until 
this work was completed the crushing 
rate was also significantly affected and 
was one of the main contributors to the 
reduced rate� The issues highlighted 
a need for refurbishment of the 
station in future years and it was a key 
focus for the 2015/16 maintenance 
season program�

The pan stage was again the rate 
limiting station for the second half of 
the season, although this was due to 
very high CCS levels in cane which 
were low at the commencement of 
the season and significantly higher 
than expected for the balance� As a 
result the high CCS load completely 
consumed the rated capacity of the 
station, which performed very well�

The bin feeding and weighing station 
also had a significant impact on lost 
time with a number of short duration 
events� These events also caused 
compounding effects when gaps in 
the feed to the milling train resulted 
in wet bagasse being directed to 
the boiler station which in turn led to 
steam supply issues� Consequently the 
feeding station was also a focus for the 
2015/16 maintenance season program 
and improved performance is expected 
for the 2016 crushing season�

The No 4 boiler efficiency capital 
project works were commissioned 
during the season and performance 
trials confirmed that they achieved 
their objectives� As a result No 2 
boiler was decommissioned in line 
with the expectations of the TEP 
and the bagasse export capacity 
was significantly increased� Testing 
confirmed that the boiler stack 
emissions were within the agreed limits 
and therefore complied with the terms 
of the (TEP) with the DEHP� Emissions 
testing will be performed in the 2016 
season to confirm the result before the 
TEP can be closed out�

The main focus for the 2015/16 
maintenance season was the 
replacement of the injection water 
cooling tower which was in very 
poor condition� The new tower has 
incorporated a number of design 
enhancements which will make it easier 

to maintain and service� It is anticipated 
this will remove the rate limit from 
cooling water capacity in all but the 
most extreme seasonal circumstances�

Sugar recovery and efficiency
Farleigh mill continued to maintain very 
good sugar recovery at 89�5 compared 
to 88�5 for the 2014 season� The 
factory produced a total of 215,447 
tonnes of IPS Sugar and topped the 
state with 72�28% compliance with the 
premium quality standard under the 
QSL RSSA Sugar bonus scheme�

MARIAN MILL
Marian mill crushed 1,922,512t of cane 
throughout the 25�2 week season at a 
crushing rate of 656tph� These results 
were down on the 2014 season’s 
performance when 2,357,549t of cane 
was processed at a rate of 716tph over 
26�4 weeks�

The mill’s availability for the 2015 crush 
has reduced significantly from the 2014 
season of 80�4%� Factory availability 
was impacted in the 2015 season due 
to multiple issues around the boiler 
station which included a significant 
low water event in No 1 boiler causing 
significant boiler tube damage� This 
reduced steam output into the factory 
creating a flow on effect of juice and 
liquor ups occurring at regular intervals�

During the 2016 maintenance season 
the focus was on rectifying the plant 
that had caused significant lost time 
during the 2015 season� A major repair 
was undertaken to rectify No 1 boiler 
after the low water event during the 
2015 season� A major refurbishment 
of the air heater and ash filter plant 
was also undertaken during this 
period to bring these items back to 
optimum performance�
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The replacement of the low grade fugal 
station structure was also undertaken 
along with a major refurbishment of 
the low grade fugals as this was a rate 
limiting station during the 2015 season� 
A major upgrade to the evaporator 
and clarification control system was 
undertaken to convert this section of 
the factory to PLC control as part of an 
ongoing program to update the control 
systems in the factory�

The refurbishment of three vacuum 
pans was also commenced towards the 
end of the maintenance season which 
will improve the performance of the 
pan stage for the 2016 season as this 
station also impacted availability during 
the 2015 crushing season�

Sugar recovery and efficiency
Marian mill recovered 270,439t 
IPS sugar throughout the season, 
or 88�13% of the incoming sugar 
(2014 season: 329,557t IPS sugar 
and 88�1%) and this was despite 
the problems with the boilers and 
issues in the milling train throughout 
the season� The crystallisers at all 
factories have been identified as one 
of the main bottlenecks hampering 
recovery, however high risk items 
that are impacting on downtime have 
been prioritised�

RACECOURSE MILL
Racecourse mill processed 1,640,440t 
of cane over the 26 week crushing 
season at a nominal crush rate of 
481tph (2014 season 1,531,831t 
448tph)� The mill continues to achieve 
the highest availability of the group 
obtaining 90�1% over the season, up 
from the 89�3% for the previous year�

The sharp increase in crush rate has 
been widely credited to the project 
involving a significant modification 
to the evaporator set� This put into 
production a quad set operation 
(from a quintuplet arrangement) at the 
evaporator station from the start of 
crush while in operation�

Also critical to the improved crush 
rate was improved steam output� This 
was achieved in No 3 boiler operation 
where the Maximum Continuous Rating 
(MCR) was comfortably reached after 
repairs to ductwork on the boiler� Leaks 
in No 3 boiler economiser have now 
been identified and the unit will need to 
be replaced in the near future�

Sugar recovery and efficiency
The mill produced 224,046t IPS 
sugar during the 2015 season with 
a recovery of 87% of incoming sugar 
(2014 season 216,675t IPS and 88%)� 

Racecourse crystallisers have been 
identified as the principal reason for 
poor recovery and this will need to be 
addressed to achieve an improvement�

COGENERATION
This is the third full year of operation for 
the Racecourse cogeneration plant� In 
that period, the plant’s annual power 
generation was 177 GWh and power 
export to Ergon Energy (the excess 
power left over after internal use) was 
132 GWh� In the 2014 reporting year 
the power generation was 206GWh 
and 144GWh exported�

Racecourse cogeneration plant’s power 
export was reduced by a smaller than 
average crop, an extended refinery and 
cogeneration stop for maintenance and 
less bagasse from factory operations to 
use as a fuel supply due to wet weather 
impacts and excessive downtime 
throughout the season�

Notwithstanding these issues a number 
of different initiatives were employed 
to ensure the facility maximised its 
commercial effectiveness� These 
included a focused improvement team 
at the site which assisted in optimising 
the steam balance to increase output 
during the crush� In week 8 the 
cogeneration plant generated the 

The 2015 crushing 
season commenced 
in May at Mossman 
and came to a close 
in November.
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highest ever recorded generation since 
the plant was commissioned in 2013� 
This was 5387�5MWh�

To further assist in meeting the 
challenge of less surplus bagasse, 
a running strategy to extend the 
availability of bagasse was introduced 
to offset coal use� This involved 
switching from bagasse to coal during 
the off-peak periods to ensure that 
bagasse was available during the peak 
LGC period in the first quarter�

While Farleigh mill was expected to 
produce greater amounts of bagasse 
as a result of the 2015 Boiler Efficiency 
Project, the benefit was nullified by 
lower than average fibre content in 
the crop and wet weather impacts 
early in the season� In addition to the 
lack of bagasse fuel there were some 
significant stops in the first quarter due 
to unplanned plant failures�

These included a failed refractory, and 
a high-pressure leak from the wall� The 
experience from managing this event 
will be brought into plans for 2017 to 
increase the uptime for cogeneration�

OUTLOOK
As a result of reduced renewable 
investment, pricing of LGC’s has 
increased with some pent up demand 
appearing in the market� It is imperative 
that the Company maximises bagasse 
production and green power generation 
as a result, and the single largest 
impact on this is crop size�

It is likely that high LGC prices will 
be around for years to come, and 
this will increase incentives for drive 
electrification at all mills�

OPERATIONAL EXCELLENCE (OE)
Operational Excellence continued 
to advance over the 2015/2016 
year� The business is progressively 
designing and implementing the key 
elements of a customised best practice 
framework known as the Mackay Sugar 
Production System� This system is a 
defined collection of best practices 
linked in a specific way to manage how 
work is done, with an aim to minimise 
variability in our operations� In the 
first instance the aim is to reduce the 
50% factory downtime resulting from 
operational practices�

The improvement focus for this year has 
been to commence the development of 
Standard Operating Procedures (SOP) 
for factory operating positions� Over 
230 documents have been developed 
for three factory stations at Marian 
mill and this information formed the 
basis of the operator training program 
prior to the start of the 2016 crush� 
Operators at these stations now have 
access to this information at all times 
in conjunction with the troubleshooting 
guides previously developed� 
Systems are in place to guide how 
the standard work is completed to 
ensure compliance with the practices 
as outlined in the procedures� SOP 
development will continue until all 
stations at all factories are completed�

The coming year will see further 
development of the best practice suite 
with the introduction of structured 
problem-solving within the work teams 
as well as preparing the business for 
the implementation of the concept 
of best practice teamwork� These 
practices will provide the mechanisms 
for teams to resolve issues in a 
structured manner by identifying root 
causes and implementing short-term 
countermeasures, or permanently fixing 
the issues� These initiatives, together 
with the improved operator information 
and training programs, will provide the 
basis by which sustainable operational 
improvement can be achieved into 
the future�

MILLING (CONT)

The improvement focus for this year has been to 
commence the development of Standard Operating 
Procedures (SOP) for factory operating positions.
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PROJECTS

COMPLETE THE COMMISSIONING OF FARLEIGH 
MILL’S NO 4 BOILER
Farleigh No 4 Boiler upgrade was delivered on time and 
within the $10�95m budget� This was particularly pleasing 
given the amount of replacement steelwork and extraordinary 
maintenance requirements that became evident during 
dismantling, and reflected the competitive tendering process 
for the major contracts� Almost 20,000 man hours were 
worked on site, with one lost time injury and one medical 
treatment injury incurred during the project�

The project was justified on providing the following 
benefits to Farleigh mill:

Increase No 4 Boiler output steam and close 
No 2 Boiler
• A performance test was conducted by a boiler specialist 

on 17 July and showed consistent steam at target 
levels, if required by the factory� This was routinely 
achieved during the season, and No 2 Boiler was 
permanently decommissioned�

Improved efficiency
• No 4 Boiler efficiency was expected to increase around 

5% following the project, however the performance test 
indicated an actual efficiency increase of over 8%�

Stack emission compliance
• The DEHP had stipulated that Farleigh’s particulate 

emissions must reduce from over 1,000 mg/cu�m� to 
below 650 mg/cu�m� The two tests carried out in July 
and November were well below this limit, a good result 
following the installation of new dry collectors�

FINALISE A PROJECT PROGRAM TO UNDERPIN THE 
COMPANY’S FIVE YEAR BUSINESS AND STRATEGIC 
PLAN TO ACHIEVE OUR CRUSHING GOALS BY 2021
A comprehensive five year plan for capital at all factories 
was completed in September 2015� Capital work required 
to achieve 2021 crushing targets was identified and 
estimated for all factory stations, cane railway and rolling 
stock� The project list was then prioritised over the five year 
period through discussions with managers, supervisors and 
operators, and consideration of factory lost-time data and 
factors limiting crushing rate� This project list will form the 
basis for future spending as funds become available�

IMPLEMENT MILL IMPROVEMENT PROJECTS 
IDENTIFIED FOR THE FIRST YEAR OF THE 
COMPANY’S BUSINESS AND STRATEGIC PLAN
Twenty-eight factory capital projects totalling $13�3m have 
been implemented during the reporting year, while the $9�4m 
re-tubing of Marian No 1 Boiler was also undertaken under 

an insurance claim� All projects were completed by 31 
May 2016 in readiness for the 2016 crush, with the larger 
projects described below�

FARLEIGH COOLING TOWER
Replacement of the process cooling tower was completed 
on 20 May 2016� This new tower is situated adjacent to the 
tower installed in 2014, and combined these assets provide 
Farleigh with reliable, low temperature cooling water�

MARIAN NO 1 BOILER FURNACE RE-TUBING
Following the No 1 Boiler low-water event in July 2015 which 
resulted in severe tube damage, contractors were engaged 
to undertake a major re-tube of the boiler� The insured works 
were completed on 23 May 2016�

The work was project managed by Mackay Sugar as well 
as all electrical works associated with this repair� This 
was a major repair and involved over 59,000 man-hours 
to complete�

MARIAN NO 1 BOILER AIRHEATER, STEELWORK 
AND DUCTING
Refurbishment work on the back-end of Marian No 1 Boiler 
was completed this year as well� The 40 year old boiler 
required a major replacement of airheater tubes and casing 
repairs, while corroded steelwork and sections of flue gas 
ducting were also replaced�

MARIAN LG FUGAL STRUCTURE
The steelwork structure of the LG fugal station was replaced 
with a rigid, elevated concrete platform, while the floor 
below was lowered to improve maintenance access� The 
opportunity was taken to also refurbish the magma screw, 
fugals and massecuite pipework�

MARIAN DCS – EFFETS AND CLARIFICATION
This project continued the strategy of replacing the ABB 
manufactured Distributed Control System with a standard 
PLC and Citect platform� This will improve reliability and 
performance of the effet and clarification stations�

REFURBISH NO 7 AND NO 8 PANS AT MARIAN
Approximately 750 tubes have been replaced in No 7 pan 
to improve HG massecuite boiling performance, while No 
8 pan has a full replacement of the top cone and arrestors, 
and partial replacement of the body, to meet compliance with 
pressure vessel standards�
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MARIAN EFFLUENT POND WALL REPAIRS
Major earthwork repairs have been completed on internal 
walls between ponds 1 and 2, 2 and 3, and 3 and 4�

MOSSMAN JTA BOILER DUST COLLECTOR 
AND AIRHEATER
A major upgrade of the back-end of the JTA boiler was 
completed, including the installation of a replacement 
airheater, dry dust collector, and interconnecting ductwork� 
This will improve boiler performance, and compliance with 
stack emission limits is expected to be confirmed with tests 
during the 2016 crush�

Continue to monitor product 
diversification opportunities
During the reporting year, the Queensland Government 
released the Biofutures 10 Year Roadmap and Action Plan 
and announced the introduction of a state-wide ethanol 
and biodiesel mandate from 1 January 2017� Meanwhile, 
the Commonwealth Government released a report on the 
Development of Northern Australia and announced changes 
to the RET� These policy initiatives and changes introduce 
opportunities and risks for sugar industry diversification, and 
Mackay Sugar made submissions to all discussion papers�

The biofuels mandate requires 3% of Queensland’s petrol 
use to be supplied by ethanol from 1 January 2017, rising 
to 4% on 1 July 2018� Biodiesel use is mandated at 0�5% 
diesel consumption from 1 January 2017� These targets have 
been set below current manufacturing capacity, and Mackay 
Sugar will continue to monitor biofuel market developments� 
The low mandated targets and the current low oil price make 
biofuels a challenging diversification option� Globally, second 
generation (cellulosic) ethanol continues to struggle for 
commercial viability�

The Biofutures 10 Year Roadmap and Action Plan promotes 
the integrated biorefinery concept where a myriad of higher 
value biocommodities can be produced from carbohydrates 
like sugar� Large multinational chemical companies typically 
dominate advances in these markets, and Mackay Sugar 
monitors opportunities where our land, sucrose feedstock 
and energy resources could be attractive to a potential joint 
venture partner�

The Central Region Sugar Group, representing growers 
and millers in the Mackay Isaac Whitsunday region, has 
released a 30 Year Plan� The plan includes increased cane 
production and a target for 50% of revenue to come from 
non-sugar products by 2045� This revenue is expected to 
come from biofuels, cogeneration and up to three commercial 
biochemical products�

Farleigh No 4 
Boiler upgrade was 
delivered on time 
and within the 
$10.95m budget.

PROJECTS (CONT)
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MARKETING

OUTCOMES FOR YEAR 
ENDED 31 MAY 2016
• Weighted average sugar price for 

both Mackay and Mossman region 
of average sugar price of A$407�13 
per IPS tonne achieved�

• Sold 390,155 tonnes of raw sugar 
to QSL (2014 season: 440,226t)�

• Sold 450,000 tonnes to Sugar 
Australia (2014 season: 450,000t)�

• Negotiated 2016 season supply 
contract with Sugar Australia for 
380,000t of raw sugar�

• Successfully completed the second 
season under our Economic Interest 
(EI) marketing agreement with 
Alvean Sugar�

SUGAR MARKETS
The tone of the New York No 11 sugar 
market changed dramatically over the 
course of the year� Initial heavy price 
action (low of 10�13c in August) was 
off the back of a fifth consecutive 
year of production surpluses� Lower 
production in some key markets 
(Thailand, India, China) triggered a 
dramatic rally whereby 22 million 
tonnes of sugar were purchased on 
the fear that the market would change 
to a deficit� The capacity of Brazil to 
fill the identified production gap was 
questioned given the lack of renovation 
of the cane crop from previous years 
leading to a lower agricultural yield and 
the market finished the period to May 
2016 on its highs (17�70c)�

As in the 2014 season, Mackay 
Sugar sold 100 percent of our raw 
sugar for the 2015 Season to QCS 
under the Commodity Marketing 
Agreement� QCS in turn sold raw 
sugar domestically to the Sugar 
Australia Joint Venture (Sugar Australia) 
Racecourse Refinery in Mackay, and for 
export via QSL� A total of 65 per cent 
of the sugar sourced in the Mackay 
region was sold to Sugar Australia and 
the remaining 35 per cent was sold 
via QSL� (2014 season: 60 per cent 
and 40 per cent respectively)� Sales 
to Sugar Australia were destined to be 
refined at Racecourse and Yarraville 
refineries� Of our Mossman region 
raw sugar production, QCS sold 100 
per cent via QSL (2015 season: 100 
per cent)� The sugar sold via QSL in 
both Mackay and Mossman regions 
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includes our Miller Economic Interest 
(EI) sugar, which was physically priced 
and marketed by QCS in conjunction 
with Alvean Sugar, covering 136,286 
tonnes, or 34�93 per cent of all sugar 
sold via QSL�

The average sugar price achieved in the 
2015 season across both the Mackay 
and Mossman regions was A$407�13 
per IPS tonne� This is a weighted 
average price of all pricing completed 
by the Grower, QSL, and QCS and 
represents the combined decisions of 
these parties during the 2015 season 
and previous seasons�

Sugar sales per customer 2015

SAPL 65%QSL 35%

Sugar price (A$ per IPS tonne) 
and volume sold 2015

869,071$407�13

QCS PERFORMANCE
QCS completed its second full financial 
year in May 2016, posting results that 
were well short of its objectives in a 
difficult trading environment� Early in 
the season, QCS realised the trading 
environment was complex and reverted 
to benchmark pricing for its pricing and 
pooling activities� It viewed the risk of 
deviating from the benchmark not worth 
the perceived returns and took the 
prudent risk management strategy to 
revert to a benchmark pricing strategy� 
This was in contrast to the previous 
season where it was viewed the risk 
and reward associated from trading 
away from benchmark was able to 
provide significant returns to QCS� 
QCS recorded a small loss from its 
sugar and currency trading operations 
in 2016, again a result of the complex 
sugar environment encountered 
in 2016�

QCS completed its second year of 
the marketing agreement with Alvean� 
The 2016 season saw the shipment of 
136,286 tonnes of sugar�

In early 2016, we again negotiated with 
Sugar Australia to extend our existing 
supply agreement to cover the 2016 
season� This extension ensures the 
continued offtake of sugar by Sugar 
Australia under the same favourable 
cash flow and price terms in the 2014 
season agreement�

In December 2016 the Sugar 
Industry (Real Choice in Marketing) 
Amendment Bill 2015 was passed in 
the Queensland Parliament, bringing 
in a new era for sugar marketing in 
Australia� The 2017 season sees 
the start of a competitive pricing 
and pooling environment with a 
focus on enabling growers to more 
actively manage their individual 
pricing decisions� There is no 
industry consensus about the single 
‘best’ marketing system in the new 
environment� QCS is working through 
the new legislation but remains 
focussed on providing the expertise 
and services that provides the best 
return’s to MSL’s shareholders 
and growers�

The CEO of QCS resigned in early 
2016 to further pursue his career in 
Brisbane� Nick Waters was instrumental 
in setting up QCS and the stated 
strategy to develop in-house expertise 
in both the sugar trading and marketing 
areas� Mackay Sugar is thankful for 
Nick’s input and wishes him well in his 
future endeavours�

MARKETING (CONT)
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ENVIRONMENT

Farleigh mill Environmental Evaluation (EE) was approved and finalised by the Department 
of Environment and Heritage Protection (DEHP) in 2015� It progressed steadily through the 
Environmental Evaluation process, and commenced a Transitional Environmental Program (TEP) 
resulting in substantial works being completed� Farleigh mill demonstrated significant reductions 
in particulate concentrations released within the reporting year and continues to demonstrate 
compliance with Environmental Authority and TEP requirements� The TEP expires November 2017�

MOSSMAN
Mossman mill continues to progress 
through the TEP issued by DEHP 
in 2014 to address Stack Emission 
exceedances� Mossman mill have 
progressed through the requirements 
as specified in the TEP� Rectification 
works were identified, contracts 
awarded and works completed during 
the maintenance season which included 
fine tuning of boiler operations, 
refurbishment of dry collectors and 
reconfiguration of deflector plates 
to improve operation� The TEP for 
Mossman mill expires late 2016�

NIL ENVIRONMENTAL 
INCIDENTS WITH CAUSE FOR 
FORMAL BREACH
During the YEM16 crush period, a 
number of exceedances in relation to 
Biochemical Oxygen Demand (BOD) 
were experienced by Mossman mill� 
As a result of repeated exceedances, 
Mossman mill was required to enter 
into an Environmental Evaluation 
of water management operations 
on site� Following completion of an 
environmental investigation, a number 
of corrective actions were identified 
and presented to the DEHP� Mackay 
Sugar received an Environmental 
Protection Order (EPO) requiring 
Mackay Sugar to ensure corrective 
actions identified in the Environmental 
Investigation were completed prior to 
the commencement of YEM17 crush�

Our Environmental Management 
System (EMS) has undergone 
significant review with the major 
changes including the incorporation of 
Mossman mill into our documents and 
processes� This has closed the systems 
gap identified during the acquisition of 
the mill�

THE YEAR AHEAD
Mackay Sugar is committed to 
minimising any environmental impact 
as a result of our operations and 
we continue to work in partnership 
with the DEHP to achieve improved 
environmental outcomes for the Mackay 
Sugar operations� We have continued 
to work vigorously to maintain our 
relationship with the regulator and 
keep them abreast of environmental 
activity at our mills� We meet regularly 
with the regulatory body to ensure they 
understand our business and we work 
collaboratively to achieve the ideal 
outcomes for those concerned�

Compliance inspections are held 
regularly at the request of the DEHP 
and during the year, compliance 
inspections were conducted at Farleigh 
and Racecourse mills� There were no 
non-conformances noted during the 
Farleigh inspection, and one item of 
interest was uncovered at Racecourse� 
Mackay Sugar was issued with a formal 
warning in relation to chemical storage 
practices and failure to complete water 
quality monitoring of water released 
to the approved release point for a 
monitoring period� The matter was 
rectified and acknowledged by DEHP�

The Racecourse Wetlands project 
which is a joint venture with Reef 
Catchments Limited, has progressed 
through all stages to deliver the 
re-establishment and rehabilitation 
of Lagoons Creek, located behind 
Racecourse mill� The primary objectives 
of the project are to minimise negative 
impacts on the natural water cycle and 
improve the water quality, biodiversity 
values and ecosystems� The Water 
Sensitive Design concept applied is a 
holistic approach to the planning and 
design of developments with the aim 
of minimising negative impacts on the 
natural water cycle� Design features 
of the project include; ripple pads, 
natural structures to enhance aquatic 
fauna habitats and bio-retention basins 
with increased capacity to facilitate 
increased retention�

Significant effort has been made 
towards promoting a culture where 
employees and service providers 
are aware of and promptly report 
environmental hazards and risks� 
Environmental Management will remain 
a strong focus for improvement, 
including reduction in water usage and 
identifying efficiency opportunities, 
operating within Air Emission 
licence limits and maintaining our 
Environmental Management System to 
ISO 14001�
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EMPLOYEES

A workforce that is skilled, engaged and motivated to contribute to the success of the Company is 
fundamental in achieving our vision� Thus, a strong emphasis on employee engagement has been a 
significant focus during the period, ensuring our employees feel connected to their role, their team 
and supervisor and the Company strategy�

The structure of our organisation 
includes Cane Supply and Logistics, 
Milling Operations, Asset Care, and 
Services� As at 31 May 2016, 927 
employees were working across our 
four main locations (Farleigh, Marian, 
Racecourse and Mossman) with the 
peak of our 2015 crushing season 
(June to November each year) seeing 
949 people employed� Approximately 
275 people are employed on a 
seasonal basis (for our crushing 
season) each year�

Our permanent workforce comprises 
177 approved salaried positions in 
a variety of management, planning, 
procurement, information technology, 
human resources, accounting and 
administrative roles, and 366 wages 
personnel in a variety of trade, technical 
administration and processing roles� 
Workforce planning and organisational 
changes continue to focus on delivering 
a workforce with the capabilities 
and capacity to deliver the required 
business outcomes�

Both Mackay and Mossman 
experienced successful recruitment 
drives for the 2016 crushing season 
with 24 new employees and 6 new 
employees respectively to commence 
at the start of the season� This equates 
to a total of 278 seasonal employees 
returning from the 2015 season� This 
is much higher than in recent years 
indicating a more stable employee base 
in Mackay mills�

Mackay and Mossman also experienced 
successful apprentice recruitment 
drives with 12 new apprentices 
commencing in January 2016� 
Meanwhile, 15 apprentices successfully 
qualified as tradespeople during the 
period, resulting in 48 apprentices 
being employed as at 31 May 2016�

There continues to be a need for 
competitive job benefits, including the 
provision of stimulating, meaningful and 
skilled work tasks to retain our current 
workforce� The focus for 2016-17 is 
improving leadership development 
opportunities for all of our leaders 
in order to achieve improved results 
across all aspects of the business, 
while ensuring the workforce is 
effectively engaged in meaningful work 
accompanied by mutually beneficial 
training and learning opportunities�

EMPLOYEE ENGAGEMENT
Employee engagement pulse surveys 
were conducted in late 2015 and early 
2016, which resulted in a 90�7% and 
95% participation rates (the 2014 
employee engagement survey had a 
91�5% participation rate)� The results 
from the recent pulse surveys showed 
a clear and statistically significant 
improvement on engagement levels 
in some areas as well as similarly 
significant reductions in other areas� 
The results of both surveys allow the 
employee engagement action plans 
to focus on specific areas for specific 
workgroups in the 2016-17 period�

DIVERSITY AND INCLUSION
We provide employment opportunities 
for a diverse range of people, relying 
on the criteria of ‘best person for the 
job’� Successful compliance with the 
completion and submission of the 
Workplace Gender Equality Report 
attests to our full compliance in that 
aspect of employment law�

We are continuing to build data 
collection capabilities in accordance 
with current and future legislative 
requirements in preparation for 
continued compliance�

ENHANCING LEADERSHIP 
WITHIN THE BUSINESS
The Executive Team members have all 
completed the leadership development 
assessment process and have 
discussed their feedback with the 
CEO� Additionally, the second level of 
the business has completed the same 
process with their results also being 
added to their annual performance 
review processes� Similarly, these 
processes will be extended to 
employees who are appointed to 
Superintendent or equivalent roles as 
well as those employees identified as 
having high potential for development 
within the business�

REWARD AND 
RECOGNITION PROGRAM
The Reward and Recognition Program 
continues to be well supported, with 
more than 35 employees nominating 
their colleagues for awards in the 
various categories� Since June 2015, 
we have presented 23 awards to our 
employees for Training, Innovation, 
Initiative, Demonstrated Leadership, 
Safety Initiatives and Operational 
Excellence� While not all nominations 
were successful, many of the award 
nominees were recognised for their 
achievements within their individual 
Business Units, such was the calibre of 
the nominations received�
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APPRENTICE AWARDS
Our annual Apprentice Awards were 
held in December 2015, formally 
recognising the achievements of our 
apprentices� As for previous years, 
there was excellent attendance at the 
annual events held in both Mackay 
and Mossman�

Our 2015 Apprentice Award 
recipients were:
• Mackay Boilermaker: 

Trae Dipaola 
(First Year, Marian)

• Mackay Fitter and Turner: 
James Muller 
(Third Year, Racecourse)

• Mackay Electrician: 
Steven Ruhle 
(Fourth Year, Marian)

• Mackay Overall: 
Luke Edwards 
(Third Year Fitter, Marian)

• Mossman Overall: 
Collen Stevenson 
(Third Year Electrician, Mossman)

TRAINING AND DEVELOPING 
OUR FUTURE WORKFORCE
While Mackay Sugar intends to 
offer apprenticeships in Mackay and 
Mossman the intake was deferred for 
2017� Currently Mackay Sugar has 
48 apprentices in total and expects 
that this will be a sustainable number 
over the coming years, providing 
some surety to those seeking a trade 
as a career� Apprenticeships remain 
offered in four trades: electrical, 
instrumentation, boilermaking and 
fitting and turning� In 2015, information 
sessions were conducted with the two 
Mackay based secondary school Trade 
Training Centres to raise the profile of 
careers in trades with Mackay Sugar�

TERTIARY STUDY 
ASSISTANCE PROGRAM
Our employees are encouraged to 
participate in tertiary education in 
nationally recognised courses to 
enhance their self-development and 
qualifications which benefit both 
the employee and our business� We 
provide selected employees who are 
seeking further education in relevant 
courses with financial assistance to 
undertake study so tertiary education 
is more accessible to our workforce� 
We currently have 11 employees 
completing tertiary education via 
this program�

WORK EXPERIENCE
Additionally, in YEM2016 Mackay 
Sugar hosted 26 (YEM2015: 39) work 
experience students from secondary 
schools� The work experience 
program has been revised so schools 
understand the full range of work 
experience options available for 
students� This has helped to highlight 
Mackay Sugar as a compelling career 
choice for a broad range of students�

FOSTERING 
INDUSTRIAL HARMONY
We actively work with the three unions 
that represent our employees�

These unions are:
• The Electrical Trades Union (ETU);
• The Australian Manufacturing 

Workers’ Union (AMWU); and
• The Australian Workers’ 

Union (AWU)�

The organisers from each union are 
also representatives on the respective 
Enterprise Agreement Negotiating 
Team (EANT) or Single Bargaining Unit 
(SBU)� We are committed to identifying 
potential disputes and working co-
operatively to resolve them as soon as 
practicable� This approach ensures the 
focus for our employees and the unions 
remains the conduct of safe, satisfying, 
and productive work�

This is executed through:
• Consultative groups;
• Training and 

reclassification committees;
• Payroll query resolution processes;
• Disputes avoidance procedures;
• Regular employee information 

sessions; and
• EBA education sessions for 

managers and supervisors�

In 2016, the Mackay Engineering Trade 
Training Agreement will come under 
review for fitters and boilermakers� 
The review will be conducted by a 
workplace review team consisting of 
mechanical engineers, supervisors, 
and fitter, machinist and boilermaker 
tradespeople� This document updates 
the career path requirements for those 
trades to include the most recent 
competencies as determined by 
government and industry�

Overview of improvements made/
initiatives introduced during year 
ended 31 May 2016

As part of continuous improvement 
activities, the HR Department 
adopted the Employee Lifecycle 
concept, which records all activities 
associated with an employee’s time 
in the Company from recruitment, 
selection, onboarding, learning 
and development and separation� 
Using the Lifecycle approach, 
supervisors can effectively manage 
their team through the processes and 
information provided at each stage, 
with support and guidance from the 
HR Team. The Lifecycle was mapped 
out in order to identify a logical 
sequence of employee activities, and 
the gaps that may exist in information 
required by supervisors� These 
gaps were addressed through the 
development of procedures and 
one-point lessons, which are now 
accessible on the Company’s intranet 
through a dedicated HR site�
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HEALTH AND SAFETY

Mackay Sugar was a joint recipient of the Excellence in Stay at Work category at the 2016 Australian 
Sugar Milling Council Safety Conference� This category acknowledges the efforts in getting injured 
workers back into the workplace as soon as possible which is a key part of helping the individual 
feel productive and make a full recovery� This achievement does not happen without the continued 
effort to manage injured workers with the utmost care and attention, and have them return to work 
to continue their rehabilitation� Mackay Sugar also received an excellent testimonial from WorkCover 
Queensland in recognition of our proactive methodology� Our continued efforts in this area have 
assisted the Company in achieving one of its strategic KPI’s: LTIFR <6�5�

The Safety Index is a weighted index measurement 
focussed on lead indicators designed to measure the 
effectiveness of key proactive elements of the Safety and 
Health Management System� The index also incorporates 
lag indicators by measurement of incidents and is designed 
to promote a culture of ownership and accountability for 
safety and comprises three key elements: Information 
and Communication, Implementation and Monitoring, and 
Improvement� Elements are measured against attendance 
at Toolbox Talks, Job Observations, Scheduled Training, 
HSE Committee meetings, Incident Records and Reporting 
Timeframes� Throughout the year, we consistently exceeded 
the Safety Index target of 1�00, and ended the year with a 
result of 1�12�

Our health and wellbeing process has continued throughout 
the year� We continue to identify opportunities to enhance our 
health and wellbeing at work, and a major health focus for the 
year was working towards implementing a completely smoke-
free workplace� A workgroup was established to develop 
a roll-out plan� Mackay Sugar partnered with Queensland 
Health by registering in the Workplace Quit Smoking 
Program with a total of 46 registrations received from Mackay 
Sugar since the commencement of the program�

Safety will remain a core focus for Mackay Sugar with 
increased attention on employee engagement and interactive 
safety initiatives throughout the year� Initiatives that will 
continue include contractor management, hazard awareness 
and enhancing the safety culture� We have previously 
measured our safety performance primarily on our LTIFR� 
The shift in our culture has redirected our attention to All 
Injury Frequency Rate (AIFR) to ensure we are focussing our 
efforts toward reducing incidents overall rather than the days 
spent away from work� Our Safety and Health management 
system will be maintained in accordance with AS 4801 and 
we will also be developing our health and hygiene profile to 
identify all sources of chemical and biological exposures in 
the work environment�

Figure 2: Lost Time Injury Frequency Rate

MACKAY SUGARY LIMITED LOST TIME
INJURY FREQUENCY RATE (LTIFR)

5.35 11.94 6.07 6.96 4.62

YEM2012 YEM2013 YEM2014 YEM2015 YEM2016

MACKAY SUGARY LIMITED 
ALL INJURIES FREQUENCY RATE (AIFR)

YEM2012 YEM2013 YEM2014 YEM2015 YEM2016

143.07 174.73 151.12 142.32 128.14
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The names and profiles of the Directors in office from 1 June 2015 to the date of this report are shown 
below� A record of attendance at board meetings during the year under review is set out on page 40�

BOARD OF DIRECTORS

Andrew has been an elected 
Grower Director since 
2001 and has been a cane 
producer for 35 years� He 
was appointed Chairman in 
February 2010� Andrew is 
also Chairman of Pioneer 
Valley Water Co-operative�

He is a Director of the 
Australian Sugar Milling 
Council, Sugar Terminals 
Limited, Pioneer Valley 
Water Mutual and the 
Queensland Co-operative 
Federation� An alternate 
Director of Sugar Australia 
Pty Limited and New 
Zealand Sugar Company 
and a Mackay Sugar 
representative on the Board 
of Mackay Area Productivity 
Services Pty Limited� He 
is also a former Director 
of the Australian National 
Committee for Irrigation 
and Drainage

Committee memberships:
Audit and Finance 
Committee, Remuneration 
and Nominations Committee, 
Milling Operations 
Strategy Committee

Lee was appointed as a 
Grower Director in October 
2014� He has been a grower 
for 20 years and has been 
managing the family farm 
and harvesting business 
since 2002�

Lee is a Director of Mackay 
Area Productivity Services, 
a former Director of Mackay 
Canegrowers Limited 
and former member of 
the Canegrowers Mackay 
Area Committee�

Committee memberships:
Remuneration and 
Nominations Committee, 
Compliance Committee, 
Cane Supply 
Strategy Committee

Lawrence was appointed 
as a Grower Director in 
October 2013� He has 
been a cane farmer for 
more than 36 years and 
has been managing the 
family farm and harvesting 
business since 1987� He is 
Deputy Chairman of Mackay 
Area Productivity Services 
(MAPS) and the Pioneer 
Valley Water Board�

He is a former Director of 
both Mackay Canegrowers 
Limited and Queensland 
Canegrowers Organisation 
Limited and was also a 
member of the Marian Mill 
Suppliers Committee and 
the Canegrowers Mackay 
Area Committee�

Committee memberships:
Compliance Committee, 
Cane Supply 
Strategy Committee

Syd has been an elected 
Grower Director since 
November 2003� He has 
been growing cane in the 
Mackay district for more than 
35 years� Syd is Chairman 
of Queensland Commodity 
Services Pty Limited and 
Mackay Commodity Services 
Pty Limited, and a Fellow 
of the Australian Institute of 
Company Directors�

He has business experience 
in financial markets 
and provides licensed 
advisory and investment 
services across a range of 
asset classes�

ANDREW 
SHANE CAPPELLO
MAICD

CHAIRMAN

LEE 
BLACKBURN
GAICD

GROWER DIRECTOR

LAWRENCE 
BUGEJA
GAICD

GROWER DIRECTOR

SYDNEY 
GORDON (SYD)
DipFinMarkets FAICD

DEPUTY CHAIRMAN – 
GROWER DIRECTOR
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Paul is a third generation 
cane farmer and was 
elected to the Board as a 
Grower Director in October 
2014� Paul returned to 
cane farming in 2010 after 
working as a professional 
engineer for approximately 
20 years, predominantly in 
the West Australian Iron Ore 
mining industry�

During this period he worked 
in a variety of maintenance, 
major project management 
and engineering 
management roles for BHP 
Billiton Iron Ore and in a 
project role for Sinclair 
Knight Merz�

Committee Memberships:
Audit and Finance 
Committee, Compliance 
Committee, 
Milling Operations 
Strategy Committee

Maurice Maughan was 
appointed to the Board as 
a Non-Grower Director in 
2012, and a Director of 
Queensland Commodity 
Services and Mackay 
Commodity Services in 
2015� In 2006, after 31 
years, he retired from the 
international accounting 
firm KPMG as a partner� 
Maurice was responsible 
for providing advice to 
a number of companies 
including those in the 
Queensland sugar industry� 
He has extensive business 
experience as a result of 
his time with KPMG and 
remains actively involved 
as a Director or advisor to 
several companies� Maurie 
is a former Director of 
Mossman mill�

Committee Memberships:
Audit and Finance 
Committee, Remuneration 
and Nominations Committee

PAUL MANNING
BEng (Mech) Dip 
Ag� GAICD

GROWER DIRECTOR

MAURICE CLEMENT 
MAUGHAN
FCA FTIA JP (C�dec)

NON-GROWER DIRECTOR

MARK 
SAGE
BCom (Hons) GAICD

NON-GROWER DIRECTOR

Mark was appointed to the Board as 
Non-Grower Director in November 
2015� He has over 25 years 
management experience in a public 
company environment with an extensive 
background in international business 
development, particularly within the 
retail and commodity markets in the 
Asian, Middle East and Pacific regions� 
He has worked in senior roles in a 
number of agricommodity businesses 
including sugar, grain and cocoa� He 
started his career in the sugar division 
of CSR�
His recent senior roles include 
Managing Director International at 
Goodman Fielder Limited, Human 
Resources Director at Goodman 
Fielder Limited, and Export Manager 
Building Materials at CSR Limited�

Mark is a Director of Queensland 
Commodity Services, Mackay 
Commodity Services and Paradise 
Foods Ltd, and has previously held 
board positions with Queensland 
Sugar Limited, Emerald Agribusiness 
Ltd, Philp Brodie Grains Pty Ltd, PT 
Sinar Meadow International Indonesia, 
Goodman Fielder (China) Co Ltd, 
Goody Foods (Taiwan), and Goodman 
Fielder International (PNG) Ltd�

BOARD OF DIRECTORS (CONT)
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JASON LOWRY
BEng MBA

CHIEF EXECUTIVE OFFICER

Jason’s primary focus is to create 
and implement development 
strategies that ensure the Company’s 
business objectives are achieved and 
stakeholder expectations are met� He is 
responsible for managing the business 
to achieve optimal profitability and 
effective use of the business’ assets 
and people�

Jason was appointed Chief Executive 
Officer in September 2015, having 
previously held the position of General 
Manager-Milling Operations since 
2013� He first joined Mackay Sugar 
as Milling Operations Manager in early 
2012� Jason has a wealth of experience 
in leading operations in a variety of 
food commodities� Prior to coming to 
Mackay Sugar, Jason held leadership 
positions with American Crystal Sugar 
Company and Cargill, Incorporated�

Jason is a Director of the Australian 
Sugar Milling Council, Sugar Australia 
Pty Limited, Australian Sugar 
Industry Alliance (ASA) and Oriana 
Shipping Company�

PETER GILL

BEc LLB GDipTax FCPA

CHIEF FINANCIAL OFFICER

Peter was appointed Chief Financial 
Officer with effect from 31 May 2013 
having previously undertaken the role 
of General Manager - Commercial� 
Peter returned to Mackay Sugar having 
previously acted as General Counsel 
and Company Secretary for Mackay 
Sugar Cooperative between 1999 
and 2003�

Peter is a qualified solicitor and is 
a Fellow of CPA Australia� He was 
previously employed by McCullough 
Robertson Solicitors from 1988-
1999 and 2004-2012� During his 
time at McCullough Robertson 
and when employed by Mackay 
Sugar Cooperative, Peter has 
been closely involved with Mackay 
Sugar’s commercial legal matters 
and in particular the establishment 
of the sugar refining joint ventures, 
financing arrangements, Cane Supply 
and Processing Agreements, the 
Racecourse Cogeneration Project and 
the acquisition of Mossman Mill� He 
has also been involved in general sugar 
industry matters from both a legal, 
commercial and financial perspective�

Peter is a Director of Racecourse 
Projects Pty Limited, M & M Molasses 
Limited and Sugar North Limited�

TERRY DOOLAN
GENERAL MANAGER 
MILLING OPERATIONS

Terry is responsible for milling 
operations at the Farleigh, Racecourse 
and Marian mills, including all 
maintenance and capital works 
programs� He also oversees the 
Company’s improvement projects� 
Terry was appointed General Manager-
Milling Operations in September 2015, 
having previously held the position of 
Factory Manager at Racecourse and 
Farleigh mills� He has more than 30 
years’ experience at Mackay Sugar�

Terry first commenced his career 
in the sugar industry in 1970 as 
an Apprentice Fitter and Turner at 
Pleystowe Mill and after leaving the 
industry for a brief period of dairy 
farming in 1980 returned to Mackay 
Sugar in 1995 to perform in roles such 
as Single Shift Supervisor, Maintenance 
Supervisor and, most recently, 
Factory Manager�

MANAGEMENT
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CRAIG BENTLEY
BSc Eng (Agricultural) MSc Eng

GENERAL MANAGER 
CANE SUPPLY AND LOGISTICS

Craig’s focus is to provide leadership, 
management and strategic direction 
to the Cane Supply and Logistics 
departments centred on the safe and 
efficient operation of Mackay Sugar’s 
cane transport operations�

Craig’s area of responsibility 
includes cane development, harvest 
management, inbound cane transport, 
asset care of rail infrastructure and 
rollingstock and outbound sugar and 
other co-products transport�

Craig was appointed to the role 
of General Manager Cane Supply 
and Logistics in May 2014 after 
commencing as Cane Supply Manager 
in November 2012� Prior to that, Craig 
spent nearly 14 years with one of 
South Africa’s leading supply chain 
services companies, Unitrans Supply 
Chain Solutions, where he occupied 
several roles with their Mining and 
Agriculture Division� He was at various 
times a member of the Executive 
Committee as General Manager 
Technical and Operational Excellence, 
General Manager of an operations 
business unit and General Manager 
of Business Development� Craig 
has also worked as a professional 
engineer in agricultural mechanisation, 
design and construction of water 
reticulation systems and specialist 
materials engineering consulting in 
concrete structures, water-proofing and 
corrosion protection�

HAYDN SLATTERY
GAICD Dip App Sc Dip Mgt

GENERAL MANAGER 
MOSSMAN MILL

Haydn is responsible for the Mossman 
Mill operations, including cane 
supply and transport logistics, factory 
operations, business improvement 
functions, and capital and maintenance 
projects� He is also responsible 
for stakeholder engagement in the 
Mossman region�

Haydn was appointed General Manager 
Mossman Mill with effect from 1 June 
2014, having previously undertaken the 
role of Manager Mossman Mill� Haydn 
joined Mackay Sugar on the acquisition 
of Mossman Mill in June 2012, having 
been Deputy General Manager of 
Mossman Central Mill Limited� Haydn 
is technically trained in applied science 
and has over 20 years’ experience 
within the Australian raw sugar and 
refined sugar sectors�

He has previously held operational 
leadership roles within Sugar Australia, 
CSR Limited and Mossman Central Mill 
Company Limited� Haydn is a Director 
of M & M Molasses Limited, Mossman 
Agricultural Services Limited and Sugar 
North Limited�

MANAGEMENT (CONT)
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The Board of Mackay Sugar Limited maintains high standards of corporate governance as part of 
its commitment to maximise shareholder value through promoting effective strategic planning, risk 
management, transparency and corporate responsibility� The Board fosters a culture that values 
ethical behaviour, integrity and respect� Adherence by the Company and its people to the highest 
standard of corporate governance is critical in order to achieve its vision�

CORPORATE GOVERNANCE

Audit and 
Finance 

Committee

Compliance 
Committee

SHAREHOLDERS

Milling 
Operations 

Strategy 
Committee

Remuneration 
and Nominations 

Committee

Cane Supply 
Strategy 

Committee

CHIEF EXECUTIVE OFFICER
The Board delegates management to the Company and the 

implementation of approved strategies to the Chief Executive Officer

BOARD OF DIRECTORS
Responsible for the oversight of the Company and operating in accordance 

with the high standards of corporate governance

EXECUTIVE MANAGEMENT TEAM
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FUNCTIONS OF 
THE BOARD

The Board is responsible for 
oversight of the management 
of the Company and providing 
strategic direction� The Board 
believes that operating in 
accordance with high standards 
of corporate governance is 
a key element in the drive 
to improve the Company’s 
performance� The Board has 
adopted a Charter and policies 
and established a number 
of committees to discharge 
its duties�

The Board has a formal Charter which 
documents its membership, operating 
procedures and the allocation of 
responsibilities between the Board and 
management� It directs and monitors 
the business and affairs of Mackay 
Sugar Limited on behalf of shareholders 
and is responsible for the Company’s 
Corporate Governance�

Board / Executive Personnel
• Composition of the Board including 

the appointment and retirement or 
removal of Directors�

• Board succession planning to 
ensure an appropriate mix of 
skills, experience and diversity� 
(subject to the influence of Voting 
Shareholders to elect Grower 
Directors at the AGM)�

• Appoint and remove the Chief 
Executive Officer or equivalent�

• Where appropriate, ratify the 
appointment and the removal of 
senior executives�

• Approve and review succession 
planning for the CEO and 
senior executives�

Corporate strategy and reporting
• Delegate responsibility for 

the day to day operation and 
management of the Company to 
the Chief Executive Officer and 
senior management�

• Approve and monitor the progress 
of major capital expenditure, capital 
management, and acquisitions and 
sales� The overall corporate 
governance of the Company 
including its strategic direction 
and goals for management, and 
monitoring the achievement of 
these goals�

• Approve and monitor annual and 
half year reports, statements as 
to future financial performance or 
changes to the policy or strategy of 
the Company�

• Input into and grant final approval 
of corporate strategy and 
performance objectives developed 
by management�

• Monitor industry developments 
relevant to the Company and 
its business�

Risk and Compliance
• Review, ratify and monitor systems 

of risk management and internal 
control, codes of conduct and 
legal compliance�

• Oversight of Committees�

Stakeholder Communications
• Disclose information in accordance 

with the Corporations Act to 
ensure shareholders and other 
stakeholders are informed of all 
material developments affecting 
the Company�

BOARD RESPONSIBILITIES

In addition to matters required by law to be approved by the Board, the 
following powers are reserved for the Board for decision:-

CORPORATE GOVERNANCE (CONT)
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BOARD COMPOSITION
The Board is currently comprised of 
seven Directors, with

• five Grower Directors, including 
the Chairman; and

• two Non-Grower Directors

The Board must comprise no less than 
seven Directors, two of whom must 
be Non-Grower Directors, or more 
than seven where the Board considers 
that additional expertise is required in 
specific areas or when an outstanding 
candidate is identified�

The Directors currently holding office 
at the date of this report are set out on 
page 29 and 30 of this Annual Report�

BOARD APPOINTMENT 
AND RETIREMENT
The appointment and election of 
Grower Directors will be in accordance 
with Rule 15�2 of the Constitution� 
When a vacancy arises for a Non-
Grower Director or where the Board 
decides a new Director is required with 
particular skills, the Remuneration and 
Nominations Committee must prepare 
a list of candidates considering what 
may be appropriate for the Company� 
This includes the skills, expertise and 
experience required, and the mix of 
those skills and experience with those 
of the existing Directors�

The appointed candidate will 
be required to have his or her 
appointment confirmed by resolution 
of the shareholders at the first 
general meeting of shareholders 
following the appointment of the Non-
Grower Director�

The terms and conditions of the 
appointment of all new Non-Grower 
Directors must be specified in a letter of 
appointment� The letter of appointment 
will refer to the Constitution and to the 
Board Charter document�

Under the Constitution at least one-
third of the Grower Directors, being the 
longest serving Directors, must retire at 
each Annual General Meeting� Retiring 
Directors are eligible to be re-elected�

BOARD MEETINGS
Board meetings are normally held 
monthly, and must occur not less than 
ten times in any year� The Board visit all 
of the Company’s sites throughout the 
year and this includes a presentation 
by management to aid Directors 
understanding of the business�

Details of Board and Committee 
meetings held and attendances at 
those meetings are set out in the 
Directors’ Report on page 40�

DIRECTOR TRAINING
Directors must be provided with 
information about the Company 
before accepting the appointment 
and complete an induction program 
after their appointment, in each case 
appropriate for them to discharge their 
responsibilities in office� Meetings 
with the Chief Executive Officer and 
senior executives, information on the 
strategic plan and key corporate and 
Board policies are included in the 
induction process�

Directors are given access to 
continuing education in relation to the 
Company, extending to its business, 
the industry in which it operates, and 
other information required by them 
to discharge the responsibilities of 
their office�

BOARD EVALUATION AND 
PERFORMANCE REVIEW
A Board evaluation and performance 
review is conducted by an external 
consultant every three years� The scope 
of the evaluation is to determine the 
level at which the Board is performing, 
identify the areas in which the Board 
may improve and provide an opportunity 
to have a facilitated discussion about 
enhancing governance practices� The 
performance review may also provide 
for improved leadership, greater clarity 
of roles and responsibilities, improved 
teamwork, increased accountability, 
better decision making and more 
efficient Board operations�

The performance of all other Directors 
is reviewed and assessed every 
two years by the Chairman, and 
the performance of the Chairman is 
reviewed and assessed every two years 
by the other Directors�

An external assessment of the 
Board’s policies and procedures, and 
its effectiveness generally must be 
conducted by independent professional 
consultants at intervals of three years�

INDEPENDENT ADVICE
Directors may seek independent legal 
or other professional advice at the 
Company’s expense on matters arising 
during the course of his or her duties 
with the prior approval of the Chairman�

CODE OF CONDUCT
All Directors and Executives are 
required at all times to act in 
accordance with the Company’s 
Code of Conduct, which prescribes 
standards of behaviour to be 
maintained in relation to:-

• Obligation to comply with the code 
and the law

• General duties of Directors
• Independent decision making and 

soundness of decisions
• Confidentiality of Board matters and 

other information
• Improper use of information
• Personal interests and conflicts
• Conduct of Directors
• Board performance

TRADING IN SECURITIES
The Board has a code of conduct for 
transactions in securities that applies 
to Directors of the Company� This code 
of conduct sets out the legal duties 
relating to transactions in securities�

As a basic principle the Charter states 
that Directors should not buy or sell 
securities in the Company when they 
are in possession of price sensitive 
information which is not available to 
the market� In addition, the Charter 
identifies the permitted timeframes 
for trading in securities and blackout 
periods during which no Directors are 
allowed to trade in Company securities�

Permission may be given for trading 
outside of the specified timeframes if 
the approving person is satisfied that 
the transaction would not be contrary 
to law, for speculative gain, to take 
advantage of insider knowledge, or 
seen by the public, press or other 
shareholders as unfair�
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DEALING WITH CONFLICTS 
OF INTEREST
The Board has conflict of interest 
guidelines within the Charter which 
apply if there is a conflict between the 
personal interests of a Director and 
the duties the Director owes to the 
Company� Directors have a duty to 
avoid any conflict between the best 
interests of the Company and his or her 
own personal interests or the interests 
of any third party�

Every Director must be aware of both 
actual and potential conflicts of interest� 
The law requires that a Director with a 
conflict of interest should refrain from 
voting, or entering into any discussion, 
at, or even being present during 
relevant Board discussions� A Director 
who has any material personal interest 
in a matter must not be present at 
a meeting while the matter is being 
considered and must not vote on 
the matter� A personal interest may 
be either direct or indirect and either 
pecuniary or otherwise� Papers relevant 
to any matter on which there is a 
known conflict of interest, or in relation 
to which there is a material personal 
interest, will not be provided to any 
Director concerned�

BOARD COMMITTEES
Each Committee has a Charter, 
detailing its role, duties and 
membership requirements� The 
Committee Charters are reviewed 
annually and updated as required� Each 
Committee’s Charter may be viewed 
on the Company’s website at www�
mkysugar�com�au�

All Directors have a standing invitation 
to attend committee meetings� Minutes 
of the committees are provided to 
all Directors in the Board papers for 
the next meeting of the Board and 
proceedings of each meeting are 
reported by the Chair of the committee 
at the subsequent Board meeting� 
Details of the membership, composition 
and responsibilities of each committee 
are detailed below�

AUDIT AND FINANCE COMMITTEE
The role of the Audit and Finance 
Committee is to assist the Board to 
verify the integrity of the Company’s 
statutory and financial reporting, 
monitor the effectiveness of external 

and internal audit effectiveness, the 
appropriateness of the internal controls 
and compliance, the appropriateness of 
financial risk systems and compliance, 
the application of corporate governance 
principals and the tax affairs of the 
Company, and to provide corporate 
governance oversight to the Finance 
Department’s functions�

Key activities undertaken 
by the Audit and Finance 
Committee include:

• to oversee the Company’s 
business, financial and strategic risk 
management program;

• review operating and capital 
budgets of the Company prior to 
submission to the Board for approval 
to ensure that the expenditure 
proposed is justified, sufficient 
to support sustainable safety, 
environment and energy efficiency 
initiatives, and maintenance and 
capital projects, and all within the 
Company’s ability to fund these;

• monitor the overall financial position 
of the Company in particular the 
ongoing cash and net debt position;

• monitor the risk of exposure to 
lending rates and interest rate 
hedging policies and requirements;

• monitor the pricing projections of 
Queensland Commodity Services 
and the impact on the Company’s 
financial reports from the activities of 
any subsidiaries;

• monitor compliance with facility 
agreements, Board policies 
and mandates;

• make recommendations to the 
Board on the appointment, 
reappointment or replacement of the 
external auditor;

• monitor the effectiveness 
and independence of the 
external auditor;

• review and approve the Company’s 
accounting policies and practices 
and monitor compliance with 
accounting standards that relate to 
the preparation of the accounts;

• review and recommend for approval 
by the Board the half yearly and 
annual reports and Directors’ report, 
and all other related reports which 
are required by any law, accounting 
standard or other regulatory body;

• oversee the effectiveness of the 

Company’s internal controls;
• review and approve the Company’s 

business continuity plans, with 
specific reference to IT and other 
essential business systems;

• assist the Board in the identification 
and oversight of financial risk;

• monitor and review the effectiveness 
of the financial risk and internal 
control systems implemented 
by management;

• consider the processes applied by 
management to comply with the 
Board approved policies for liquidity 
risk, funding risk, credit risk and 
interest rate risk�

• ensure management has appropriate 
controls in place for any transactions 
that may carry more than the usual 
degree of financial risk;

• ensure that the processes for 
disclosure and regular reporting 
of significant financial risk 
is implemented�

REMUNERATION AND 
NOMINATIONS COMMITTEE
• The role of the Remuneration 

and Nominations Committee is 
to ensure that the Company has 
fair and responsible remuneration 
policies and practices to attract 
and retain Directors, Executives 
and staff who will create value to 
shareholders, and to review Board 
composition, performance and 
succession planning�

• Key responsibilities are as follows:
• review the ongoing appropriateness 

and relevance of the Company’s 
remuneration policy with reference 
to market comparisons;

• approve any major changes in 
employee benefits structures 
throughout the Company including 
superannuation, insurance, 
indemnities and other benefits;

• approve the design of any 
performance related pay schemes 
operated by Mackay Sugar 
Limited and approve the total 
annual payments made under 
such schemes;

• determine Key Performance 
Indicators for the Chief Executive 
before the start of the Company’s 
financial year, against which his/her 
performance will be assessed;

CORPORATE GOVERNANCE (CONT)
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• determine the total individual 
remuneration package (including 
bonuses and incentive payments) 
and termination arrangements of the 
company’s Chief Executive Officer 
and recommend to the Board 
for approval any changes prior 
to implementation;

• review the Board structure, size 
and composition and make any 
recommendations to the Board 
with regard to any changes 
deemed necessary;

• provide, via the Company Secretary, 
a tri-annual performance evaluation 
of the members of the Board;

• evaluate the balance of skills, 
knowledge and experience of 
the Board and, in the light of this 
evaluation, prepare a description of 
the role and capabilities required by 
the Board;

• recommend to the Board the 
appointment of Non-Grower 
Directors and the Chief 
Executive Officer;

• approve, following the 
recommendation of the Chief 
Executive Officer, the appointment 
of the Chief Financial Officer and the 
Company Secretary;

• consider succession issues relating 
to the Chairman, Non-Grower 
Directors, the Chief Executive 
Officer, Chief Financial Officer and 
Company Secretary�

• propose to the Board the framework 
and quantum of remuneration for 
the Chairman of the Board, Deputy 
Chairman, Grower and Non-Grower 
Directors that provides appropriate, 
responsible and fair reward for 
their individual contributions to the 
success of Mackay Sugar Limited�

COMPLIANCE COMMITTEE
• The role of the Compliance 

Committee is to assist the Board 
in fulfilling its governance and 
oversight responsibilities for 
Occupational Health and Safety and 
Environmental Management�

• Key responsibilities of the 
Committee are to have oversight 
and review of:-

• the Company’s compliance with 
approved Health and Safety 
and Environmental policies and 
legislation and the impact of 
changes in Workplace Health and 
Safety legislation;

• the adequacy of the Occupational 
Health and Safety and 
Environmental Management systems 
in complying with statutory and 
regulatory obligations;

• the effectiveness of the Company’s 
Occupational Health and Safety 
systems in working towards 
the Company’s safety and 
environmental objectives;

• key health, safety and environmental 
incidents and mitigation strategies 
that may have strategic business 
and reputational implications for 
the Company�

MILLING OPERATIONS 
STRATEGY COMMITTEE
The role of the Milling Operations 
Strategy Committee is to provide 
oversight to the milling operations staff�

Key responsibilities of the 
Committee are to:-

• review and report to the 
Board regarding operational 
strategy development and 
implementation quarterly�

• provide oversight to the Milling 
Operations staff’s execution of the 
Mackay Sugar operational strategy�

• recommend to the Board an 
annual capital plan to achieve the 
operational strategy in place for 
the Company�

• review and make recommendations 
to the Board in relation to milling 
operations, rail infrastructure, rolling 
stock and the cogeneration plant 
as appropriate�

CANE SUPPLY 
STRATEGY COMMITTEE
The role of the Cane Supply Strategy 
Committee is to provide oversight 
to the Cane Supply staff in the 
development and execution of policies 
to adhere to the Cane Supply and 
Processing Agreement, and to provide 
oversight of the cane expansion 
activities for the Company�

Key responsibilities are 
as follows:-

• review and make recommendations 
to the Board and to provide 
oversight to the Cane Supply staff’s 
execution of the Mackay Sugar 
Harvest Grouping Policy;

• attend harvest Management 
Committee meetings as appropriate 
to participate in policy discussions;

• recommend to the Board an annual 
capital budget amount for approval 
of siding works by the Cane Supply 
Strategy Committee;

• monitor capital expenditure 
within the Cane Supply Strategy 
Committee’s budget for approved 
works for siding upgrades, 
alterations, rationalisation 
or extensions�

• approve the recommendations of 
Cane Supply staff for requests 
received in writing from growers and 
harvesting contractors regarding 
siding upgrades, alterations 
or extensions�

• approve the recommendations of 
Cane Supply staff for requests 
received in writing from growers and 
harvesting contractors regarding 
alterations to points of delivery and 
or delivery arrangements e�g� rail or 
road transport;

• review and make recommendations 
to the Board in relation to cane 
delivery and siding matters 
as appropriate;

• review the documentation for 
removal of points of delivery to 
comply with the Cane Supply and 
Processing Agreement�
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DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 MAY 2016

BOARD 
OF DIRECTORS

The Directors who were in office from 
1 June 2015 to the date of this report 
are as follows:

AS (Andrew) Cappello: Chairman

S (Sydney) Gordon: Deputy Chairman

LM (Lee) Blackburn

LG (Lawrence) Bugeja

JR (Ray) Magill 
(retired 15 September 2015)

PA (Paul) Manning

MC (Maurie) Maughan

MJ (Mark) Sage (appointed non-grower 
Director on 23 November 2015)

The profiles of the above Directors 
can be found on pages 29 and 30� A 
record of Board Meeting attendance 
during the year under review is set out 
on page 40�

CHANGES TO 
THE BOARD

Joseph Ray Magill (Ray) – 
BlegS FAICD – Non Grower 
Director (Retired on 15th 
September 2015)
Ray retired on 15 September 2015 
after nine years’ service on the Board 
of Mackay Sugar Limited� Ray was also 
Chairman of Queensland Commodity 
Service, Mackay Commodity Services 
and Mackay Commodity Trading, 
and served as Chairman of the 
Mackay Sugar Audit and Financial 
Risk Committee during his time on 
the Board�

Mark Sage BCom (Hons) GAICD – 
Non Grower Director
Mark was appointed to the Board as 
Non-Grower Director in November 
2015� He has over 25 years’ 
management experience in a public 
company environment with an extensive 
background in international business 
development, particularly within the 
retail and commodity markets in the 
Asian, Middle East and Pacific regions�

COMPANY SECRETARY

Donna Margaret Rasmussen – 
Company Secretary
Company Secretary since August 1 
2006, Donna has worked for Mackay 
Sugar Limited and its predecessor 
co-operatives for more than 40 years in 
senior administrative positions�

The Directors present their report, together with the financial statements, on the economic entity 
(referred to hereafter as the ‘Group’) consisting of Mackay Sugar Limited (referred to hereafter as the 
‘Company’ or ‘parent entity’) and the entities it controlled for the year-ended 31 May 2016�

The Company has complied with the requirements of the Corporations Act 2001 in the presentation of 
this report and the associated financial statements�
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BOARD MEETING ATTENDANCE 2015 – 2016
Attendances by each Director at Directors’ meetings and Board committee meetings were as follows:

Director Regular Meetings Special Meetings
A� S� Cappello 11 8

L� M� Blackburn 11 8

L� G� Bugeja 11 8

S� Gordon 11 8

J� R� Magill 3 3

P� A� Manning 11 8

M� C� Maughan 10 8

M� J� Sage 6 4

DIRECTORS’ COMMITTEE MEETINGS

Audit and 
Financial Risk

Remuneration 
and Nominations Compliance

Milling 
Operations 

Strategy

Cane Supply 
Strategy

A� S� Cappello 10 2 3

L� M� Blackburn 2 5 3

L� G� Bugeja 5 3

S� Gordon

J� R� Magill

P� A� Manning 10 5 3

M� C� Maughan 9 2

M� J� Sage

DIRECTORS’ REPORT (CONT)
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PRINCIPAL ACTIVITIES
Principal activities of the Group are:

• to acquire, transport and process 
sugar cane to produce raw sugar 
products and by-products and to 
transport, store, market, price and 
distribute those products and by-
products;

• to manufacture, transport, store, 
market and distribute refined 
sugar, syrups, raw sugar for human 
consumption and similar products 
and by-products; and

• to produce, market and distribute 
electricity and other value-added 
commodities through the use of 
products and by-products arising 
from the activities in (a) and/or 
(b) above�

There was no significant change in the 
nature of the Group’s principal activities 
during the financial period�

REVIEW OF OPERATIONS
Information on the operational 
performance of the Group for the year 
ending 31 May 2016 is discussed in 
the Business section (pages 11–20) of 
this report�

OPERATING RESULTS
Operating results for the period ending 
31 May 2016 are set out in The year in 
review (pages 1–9) and the Financials 
section (pages 44–69) of this report�

HEALTH, SAFETY 
AND ENVIRONMENT
The Company has a comprehensive 
Health, Safety and Environment 
Policy and is committed to continuous 
improvement in this area�

The Company is subject to a range of 
environmental legislation in Australia� 
Through its Environmental Policy, 
the Company plans and performs 
activities so that adverse effects on the 
environment are avoided or kept as low 
as reasonably practicable�

Information on the Company’s 
compliance with environmental 
legislation is contained in the 
Environment section (page 22) of 
this report�

EQUAL EMPLOYMENT 
OPPORTUNITIES
The Company’s recruitment and 
induction policies are continually 
reviewed to ensure compliance with 
governing legislation in the area 
of equal employment opportunity� 
The Company continues to achieve 
compliance with the requirements of 
the Equal Opportunity for Women in the 
Workplace Agency (EOWA)�

Information on the Company’s 
compliance with equal employment 
opportunity legislation is detailed in the 
People section (pages 24 to 27) of 
this report�

DIVIDENDS PAID 
OR RECOMMENDED
No dividends were paid or declared for 
payment during the financial year�

REMUNERATION REPORT
The “Corporations Legislation 
Amendment (Deregulatory and Other 
Measures) Act 2015”, enacted on 
19 March 2015, amended the 
Corporations Act 2001 to exclude 
“unlisted disclosing entities” from being 
required to prepare a remuneration 
report� As the Company is classified as 
an unlisted disclosing entity under the 
Corporations Act 2001, a remuneration 
report has not been included in the 
Directors’ report� Under the accounting 
standards, the Company is required 
to disclose summarised remuneration 
information in relation to the Directors 

and certain executives in the notes 
to the accounts� This information 
has been included in the concise 
financial report included in this report 
(Refer note 4: Key management 
personnel compensation)�

OPTIONS
No options over issued shares or 
interests in the Company were granted 
during the financial year or since the 
end of the financial year and there were 
no options outstanding at the date of 
this report�

SIGNIFICANT CHANGES IN STATE 
OF AFFAIRS
There were no significant changes in 
the state of affairs of the Company, 
other than those advised in other 
sections of this report, or in the 
accounts or in the notes thereto�

EVENTS AFTER THE REPORTING 
PERIOD END DATE
In the opinion of Directors, no matter 
or circumstance has arisen in the 
interval between the end of the 
financial year and the date of this 
report, which significantly affected, or 
may significantly affect the operations 
of the Company, the results of those 
operations, or the state of affairs of the 
Company in subsequent financial years�

FUTURE DEVELOPMENTS
The Board continues to explore 
ideas and projects to advance the 
Company� Likely developments in the 
operations of the Company and the 
expected results of those operations 
in future financial years have not been 
included in this report, as until any such 
project becomes a firm commercial 
proposal, untimely and early disclosure 
of such information is likely to 
result in unreasonable prejudice to 
the Company�
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PROCEEDINGS ON BEHALF OF 
THE COMPANY
No person has applied for leave of 
Court to bring proceedings on behalf 
of the Company or intervene in any 
proceedings to which the Company 
is a party for the purpose of taking 
responsibility on behalf of the Company 
for all or any part of those proceedings� 
The Company was not a party to any 
such proceedings during the period�

INDEMNIFICATION OF OFFICERS
The Company has paid premiums to 
insure Directors and Officers against 
liabilities for costs and expenses 
incurred by them in defending any legal 
proceedings arising out of their conduct 
while acting for the Company, other 
than conduct involving a wilful breach 
of duty in relation to the Company�

ROUNDING OF AMOUNTS
The Company has applied the relief 
available to it in Australian Securities 
Investment Class Order 98/100 and, 
accordingly, amounts in this report and 
associated financial statements have 
been rounded to the nearest thousand 
dollars where appropriate�

AUDITOR’S 
INDEPENDENCE DECLARATION
A copy of the auditor’s independence 
declaration as required under section 
307C of the Corporations Act 2001 is 
set out on page 43�

This report of the Directors is signed 
in accordance with a resolution of the 
Board of Directors�

AS Cappello 
Director – Chairman

S Gordon 
Director – Deputy Chairman

Dated: 25 August 2016

DIRECTORS’ REPORT (CONT)
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AUDITOR’S INDEPENDENCE 
DECLARATION

Under Section 307C of the Corporations Act 2001

To the Directors of Mackay Sugar Limited:

I declare that, to the best of my knowledge and belief, 
during the year ended 31 May 2016 there have been no 
contraventions of:

1 the auditor’s independence requirements as set out in the 
Corporations Act 2001 in relation to the audit; and

2 any applicable code of professional conduct in relation to 
the audit�

DARRYL CAMILLERI 
Partner

BENNETT PARTNERS 
Chartered Accountants

Dated: 31 August 2016

At:  First Floor 
122 Wood Street 
Mackay
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INFORMATION ON THE 
CONCISE FINANCIAL REPORT

The concise financial report is an extract from the full financial 
report for the year-ended 31 May 2016� The financial statements, 
disclosures and other information included in the concise financial 
report have been derived from, and are consistent with the 
corresponding full financial report of Mackay Sugar Limited and 
controlled entities�

The concise financial report cannot be expected to provide as full 
an understanding of the financial performance, financial position 
and financing and investing activities of the entity as the full 
financial report� A copy of the full financial report and auditor’s 
report will be sent to any shareholder upon request�

A discussion and analysis of the financial statements has been 
included in the “Financial Snapshot” in the Annual report� This has 
been provided to assist shareholders in understanding the concise 
financial report� The information contained in this discussion 
and analysis has been derived from Mackay Sugar’s full 2016 
financial report�
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 31 MAY 2016

Consolidated Group

Note May 2016
$’000

May 2015
$’000

Revenue from operating activities

Revenue  2(a) 432,904 475,165

Finance revenue 2(b) 554 667

Total revenue 433,458 475,832

Changes in inventories of finished goods (473) 2,513

Cost of sales (232,333) (269,965)

Gross profit 200,652 208,380

Revenue from non-operating activities 2(c) 81 61

Maintenance expenses (45,847) (43,986)

Operating expenses (80,846) (81,907)

Administration expenses (44,229) (44,249)

Distribution and marketing expenses (6,353) (7,788)

Depreciation (16,406) (20,002)

Finance costs (15,475) (13,515)

Other expenses (2,740) (670)

Loss on impairment of property, plant and equipment 10 (3,933) –

Loss on revaluation of property, plant and equipment 9 (21,492) (19,634)

Share of profits of associate and joint venture 10,525 11,919

Profit/(loss) before income tax (26,063) (11,391)

Income tax expense 8 – –

Profit/(loss) for the year (26,063) (11,391)

Profit attributable to:

Members of the Company (26,063) (11,391)

Non-controlling interests – –

Profit for the year (26,063) (11,391)

The accompanying notes form part of this concise financial report.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MAY 2016

Consolidated Group

Note May 2016
$’000

May 2015
$’000

Profit/(loss) for the year (26,063) (11,391)

Other comprehensive income or loss

Items that will not be reclassified subsequently to profit or loss:

Loss on revaluation of property, plant and equipment 9 – (7,873)

Items that may be reclassified subsequently to profit or loss:

Gain on remeasurement of financial assets 5,760 –

Fair value movements on cash flow hedges (27,641) 11,376

Exchange differences on translation of foreign associated company 1,055 273

Share of other comprehensive income/(loss) of associated company 312 429

Share of other comprehensive income/(loss) of the joint venture 1,200 1,325

(19,314) 5,530

Income tax expense relating to components of other comprehensive 8 
income/(loss)

– –

Other comprehensive income/(loss) for the year, net of tax (19,314) 5,530

Total comprehensive income/(loss) for the year (45,377) (5,861)

Total comprehensive income/(loss) attributable to:

Members of the Company (45,377) (5,861)

Non-controlling interests – –

Total comprehensive income/(loss) for the year (45,377) (5,861)

The accompanying notes form part of this concise financial report.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
FOR THE YEAR-ENDED 31 MAY 2016

Consolidated Group

Note May 2016
$’000

May 2015
$’000

Assets

Current assets

Cash and cash equivalents 32,438 30,100

Trade and other receivables 27,970 31,523

Other financial assets 483 4,079

Inventories 14,543 15,517

Assets held-for-sale 40 40

Other assets 176 174

Total current assets 75,650 81,433

Non-current assets

Trade and other receivables 1,660 1,166

Other financial assets 29,585 28,463

Investments accounted for using the equity method 133,831 119,357

Property, plant and equipment 310,603 325,163

Investment properties 2,202 2,214

Total non-current assets 477,881 476,363

Total assets 553,531 557,796

Liabilities

Current liabilities

Trade and other payables 34,047 53,487

Interest bearing liabilities 58,504 137,393

Other liabilities 773 6,199

Other financial liabilities 12,594 2,872

Employee benefits 4,858 4,728

Total current liabilities 110,776 204,679

Non-current liabilities

Interest bearing liabilities 159,340 55,034

Other liabilities 19,002 19,764

Other financial liabilities 33,051 1,671

Employee benefits 9,019 8,928

Total non-current liabilities 220,412 85,397

Total liabilities 331,188 290,076

Net assets 222,343 267,720

Equity

Issued capital 16,498 16,498

Reserves (4,637) 14,677

Retained profit 210,482 236,545

Total equity 222,343 267,720

The accompanying notes form part of this concise financial report.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MAY 2016

Ordinary 
share capital

Retained 
profit

Financial 
assets 

revaluation 
reserve

Asset 
revaluation 

reserve

Foreign 
currency 

translation 
reserve

Hedging 
reserve Total

Consolidated Group Note $’000 $’000 $’000 $’000 $’000 $’000 $’000

Balance at 1 June 2014 16,498 247,936 – 7,873 2,008 (734) 273,581

Dividends 3 – – – – – – –

Transactions with owners in their capacity as owners – – – – – – –

Profit attributable to the shareholders of the Company – (11,391) – – – – (11,391)

Other comprehensive income/(loss):

Revaluation of property, plant and equipment – – – (7,873) – – (7,873)

Adjustments from translation of foreign associated company – – – – 273 – 273

Cash flow hedges: gains allocated to equity – – – – – 11,376 11,376

Share of associated company’s hedging reserve movements – – – – – 429 429

Share of joint venture’s hedging reserve movements – – – – – 1,325 1,325

Total comprehensive income for the year – (11,391) – (7,873) 273 13,130 (5,861)

Balance at 31 May 2015 16,498 236,545 – – 2,281 12,396 267,720

Dividends 3 – – – – – – –

Transactions with owners in their capacity as owners – – – – – – –

Profit attributable to the shareholders of the Company – (26,063) – – – – (26,063)

Other comprehensive income/(loss):

Remeasurement of financial assets – – 5,760 – – – 5,760

Adjustments from translation of foreign associated company – – – – 1,055 – 1,055

Cash flow hedges: gains allocated to equity – – – – – (27,641) (27,641)

Share of associated company’s hedging reserve movements – – – – – 312 312

Share of joint venture’s hedging reserve movements – – – – – 1,200 1,200

Total comprehensive income for the year – (26,063) 5,760 – 1,055 (26,129) (45,377)

Balance at 31 May 2016 16,498 210,482 5,760 – 3,336 (13,733) 222,343

The accompanying notes form part of this concise financial report.
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Ordinary 
share capital

Retained 
profit

Financial 
assets 

revaluation 
reserve

Asset 
revaluation 

reserve

Foreign 
currency 

translation 
reserve

Hedging 
reserve Total

Consolidated Group Note $’000 $’000 $’000 $’000 $’000 $’000 $’000

Balance at 1 June 2014 16,498 247,936 – 7,873 2,008 (734) 273,581

Dividends 3 – – – – – – –

Transactions with owners in their capacity as owners – – – – – – –

Profit attributable to the shareholders of the Company – (11,391) – – – – (11,391)

Other comprehensive income/(loss):

Revaluation of property, plant and equipment – – – (7,873) – – (7,873)

Adjustments from translation of foreign associated company – – – – 273 – 273

Cash flow hedges: gains allocated to equity – – – – – 11,376 11,376

Share of associated company’s hedging reserve movements – – – – – 429 429

Share of joint venture’s hedging reserve movements – – – – – 1,325 1,325

Total comprehensive income for the year – (11,391) – (7,873) 273 13,130 (5,861)

Balance at 31 May 2015 16,498 236,545 – – 2,281 12,396 267,720

Dividends 3 – – – – – – –

Transactions with owners in their capacity as owners – – – – – – –

Profit attributable to the shareholders of the Company – (26,063) – – – – (26,063)

Other comprehensive income/(loss):

Remeasurement of financial assets – – 5,760 – – – 5,760

Adjustments from translation of foreign associated company – – – – 1,055 – 1,055

Cash flow hedges: gains allocated to equity – – – – – (27,641) (27,641)

Share of associated company’s hedging reserve movements – – – – – 312 312

Share of joint venture’s hedging reserve movements – – – – – 1,200 1,200

Total comprehensive income for the year – (26,063) 5,760 – 1,055 (26,129) (45,377)

Balance at 31 May 2016 16,498 210,482 5,760 – 3,336 (13,733) 222,343

The accompanying notes form part of this concise financial report.

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MAY 2016
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CONSOLIDATED STATEMENT OF CASH FLOW
FOR THE YEAR ENDED 31 MAY 2016

Consolidated Group
May 2016

$’000
May 2015

$’000

Cash flow from operating activities

Receipts from sugar sales and other sales 457,468 515,815

Payments to cane suppliers (281,330) (297,473)

Payments to other suppliers and employees (189,147) (193,702)

Distributions received from associated entities 6,684 9,193

Interest received 554 667

Other revenue 9,510 12,033

Finance costs (14,653) (12,999)

Net cash provided by operating activities (10,914) 33,534

Cash flow from investing activities

Purchase of financial assets – shares (685) (694)

Distributions received / (contributions made) to associated entities (8,066) 4,364

Payments for purchases of property, plant and equipment (28,577) (28,042)

Proceeds on sale of property, plant and equipment 176 62

Net cash used in investing activities (37,152) (24,310)

Cash flow from financing activities

Proceeds from STL share subscription 26,500 –

Proceeds from interest bearing activities 104,417 132,417

Repayment of interest bearing activities (76,643) (130,510)

Lease liability payments (294) –

(Increase)/decrease in growers’ loans (821) 321

Decrease in interest bearing deposits (94) (43)

Decrease in selected-term unsecured notes (2,661) (3,485)

Net cash provided by financing activities 50,404 (1,300)

Net increase/(decrease) in cash and cash equivalents 2,338 7,924

Cash and cash equivalents at the beginning of the year 30,100 22,176

Cash and cash equivalents at the end of the year 32,438 30,100

The accompanying notes form part of this concise financial report.
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NOTES TO THE CONCISE FINANCIAL REPORT
FOR THE YEAR ENDED 31 MAY 2016

Note 1: Basis of preparation of the 
concise financial report
This financial report covers the 
economic entity of Mackay Sugar 
Limited and its controlled entities 
(referred to as the ‘Group’)� The 
economic entity is an unlisted 
public Company, limited by shares, 
incorporated and domiciled in Australia�

The concise financial report is an 
extract from the full financial report 
for the year-ended 31 May 2016� 
The concise financial report has 
been prepared in accordance with 
Accounting Standard AASB 1039: 
Concise Financial Reports and the 
Corporations Act 2001�

These concise financial statements 
are consolidated concise financial 
statements required to be prepared by 
Mackay Sugar due to the operations of 
two controlled entities during the year�

The financial statements, specific 
disclosures and other information 
included in the concise financial report 
are derived from and are consistent 
with the full financial report of Mackay 
Sugar� The concise financial report 
cannot be expected to provide as 
detailed an understanding of the 
financial performance, financial 
position and financing and investing 
activities of Mackay Sugar as the full 
financial report�

The financial report of Mackay Sugar 
complies with all Australian equivalents 
to International Financial Reporting 
Standards (AIFRS) in their entirety� 
The presentation currency used 
in this concise financial report is 
Australian dollars�

The Company has applied for relief 
available to it under ASIC Corporations 
(Rounding in Financial/Directors’ 
Reports) instrument 2016/191 and 
accordingly amounts in this concise 
financial report have been rounded to 
the nearest $1,000�

CHANGES IN 
ACCOUNTING STANDARDS
There were no changes in the 
accounting standards during the year 
that had a significant effect on the 
preparation and presentation of the full 
financial report�

CHANGES IN 
ACCOUNTING POLICIES
The following change in the accounting 
policies during the year had a 
significant effect on the preparation and 
presentation of the full financial report:

A Discount rate used in 
employee benefits

During the reporting period the Group 
changed the discount rate used in its 
employee benefits calculations from 
the Australian government bond rate 
to the high quality corporate bond rate 
and applied this change as a change 
in accounting estimate� This change is 
the result of new developments in the 
Australian economy that caused the 
Australian high quality corporate bond 
market to be considered deep�

The Group decreased the carrying 
amounts of annual leave and long-
service leave by $6,854 and $650,884 
respectively, in the current year upon 
application of this change in estimate�

Due to the inherent uncertainty 
in measuring employee benefits, 
the Group is unable to predict the 
impact of the change to a high quality 
corporate bond rate in periods beyond 
the next reporting period�

The financial report was authorised for 
issue on 25 August 2016 by the Board 
of Directors�
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NOTES TO THE CONCISE FINANCIAL REPORT
FOR THE YEAR ENDED 31 MAY 2016

Note 2: Revenue

Note May 2016
$’000

May 2015
$’000

(a) Revenue from operating activities

Sale of goods 416,247 465,244

Services revenue 447 531

Dividends received – other corporations 2,029 1,997

Government subsidies received 2(d) 829 769

Rental revenue 378 485

Financial trading gains – 5,847

Insurance claims 12,868 255

Recoveries 6 –

Other revenue 100 37

432,904 475,165

(b) Finance revenue

Bank interest received – other corporations 538 617

Loan interest received – other persons 16 50

554 667

(c) Revenue from non-operating activities

Gain on disposal of property, plant and equipment 81 61

Gain on disposal of assets held-for-sale – –

81 61

(d) Government subsidies

Government subsidies received or receivable:

Government subsidies received in relation to capital projects – 1,782

Government subsidies received allocated directly to income 67 51

67 1,833

Government subsidies received included in income:

Government subsidies received allocated directly to income 67 51

Deferred government subsidies allocated to income 762 718

829 769

Various government grants have been received for research and development 
projects� There are no unfulfilled conditions or contingencies relating to 
existing grants as at 31 May 2016�
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NOTES TO THE CONCISE FINANCIAL REPORT
FOR THE YEAR ENDED 31 MAY 2016

Note 3: Dividends and franking account:

May 2016
$’000

May 2015
$’000

(i)  Dividends declared during the year:

 Nil

(ii) Dividends paid during the year:

 Nil

(iii) Dividends declared but not paid at year-end:

 Nil

(iv) Balance of the franking account at the end of the year 5,189 5,189

  The franking account will be reduced subsequent to the year-end as a result 
of the fully franked dividend declared per (iii) above

 
–

 
–

5,189 5,189
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NOTES TO THE CONCISE FINANCIAL REPORT
FOR THE YEAR ENDED 31 MAY 2016

Note 4: Key management personnel compensation

(a) Details of key management personnel
Directors and executives who have held office during the financial year were:

Directors

A�S� Cappello Chairman (non-executive)

S� Gordon Deputy Chairman (non-executive)

L�M� Blackburn Director (non-executive)

L�G� Bugeja Director (non-executive)

J�R� Magill Director (non-executive) 
(Retired on 15th September 2015)

P�A� Manning Director (non-executive)

M�C� Maughan Director (non-executive)

M� Sage Director (non-executive) 
(Commenced 23rd November 2015)

M� Chatfield Director QCS (non-executive) 
(For the period 1st June 2015 to 31st March 2016)

Executives

Q�L� Hildebrand Chief Executive Officer 
(Resigned on 9th October 2015)

J�D� Lowry General Manager – Milling Operations 
(For the period 1st June 2015 to 14th September 2015)

Chief Executive Officer 
(For the period 15th September 2015 to 31st May 2016)

J-C� Gassin General Manager HR, HS&E 
(Resigned on 15th April 2016)

P�J� Gill Chief Financial Officer

T� Doolan General Manager – Milling Operations 
(Commenced from 15th September 2015)

C� Bentley General Manager – Cane Supply & Logistics

H� Slattery General Manager – Mossman Mill
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NOTES TO THE CONCISE FINANCIAL REPORT
FOR THE YEAR ENDED 31 MAY 2016

Note 4: Key management personnel compensation (continued)

(b) Compensation of key management personnel
The aggregate compensation for key management personnel during the financial year was as follows:

May 2016
$’000

May 2015
$’000

Short-term benefits

 Salary and fees 2,125 2,272

 Bonuses – –

 Non-cash benefits 27 32

 Other 158 197

 Termination 287 108

Post-employment benefits 247 223

Other long-term benefits (109) 78

Total benefits and payments 2,735 2,910

(c) Key management personnel options and rights holdings
Key management personnel are not entitled to any options or rights holdings� There were no transactions in options and rights 
and no holdings of options or rights by any key management personnel during the financial year�
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NOTES TO THE CONCISE FINANCIAL REPORT
FOR THE YEAR ENDED 31 MAY 2016

Note 4: Key management personnel compensation (continued)

(d) Key management personnel shareholdings
The number of shares in Mackay Sugar held by key management personnel or their related parties during the financial year was 
as follows:

Investment shares
Balance at

the beginning
of the year

Changes during 
the year

Balance at the 
end of the year

A�S� Cappello 480,119 – 480,119

L�M� Blackburn 179,787 – 179,787

L�G� Bugeja 347,924 – 347,924

S� Gordon 463,436 – 463,436

P�A� Manning 100,000 – 100,000

1,571,266 – 1,571,266

The shares are not issued as a result of any remuneration or option benefits� The above Directors (personally or through 
associated entities) also hold one voting share for each eligible farming enterprise which entitles them to vote on any 
shareholders’ poll�

(e) Other key management personnel transactions
There have been no other transactions involving equity instruments other than those described in the tables above� There have 
been no loans provided to key management personnel and therefore no transactions or balances exist in relation to loans to 
key management personnel during the financial year�

56

FINANCIALS



Mackay Sugar Annual Report 2016

Note 5: Events after the end of the reporting period

Derivative financial positions
Since the end of the financial year, movements in the ICE No�11 Raw Sugar Futures prices 
and exchange rates have resulted in variances to the “mark-to-market” values reported in the 
financial statements�

As the Group has entered into sugar futures and options contracts, foreign exchange contracts, foreign 
currency options, and commodity swap transactions, unrealised gains or losses on these derivatives 
fluctuate over time in line with changes to futures prices and foreign exchange rates�

As at 31 May 2016, the financial accounts reported a net unrealised loss on sugar pricing derivatives 
of $17�7 million� However, as at 19 August 2016, in anticipation of the Board meeting, this amount 
would be calculated to be an unrealised loss of $25�0 million, based on the quoted rates of the day for 
derivatives that are still outstanding and realised prices for derivatives that have been settled subsequent 
to year end� The change is mainly due to movements in the sugar price, offset by movements in foreign 
exchange rates�

The nature of a hedging relationship means that the above movement in mark-to-market values is offset 
when the raw sugar sales related to these transactions are realised�

Other matters
No other matters or circumstance has arisen in the interval between the end of the financial period and 
the date of this report, which has significantly affected, or may significantly affect the operations of the 
Group, the results of those operations, or the state of affairs of the Group in subsequent financial years�

NOTES TO THE CONCISE FINANCIAL REPORT
FOR THE YEAR ENDED 31 MAY 2016
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NOTES TO THE CONCISE FINANCIAL REPORT
FOR THE YEAR ENDED 31 MAY 2016

Note 6: Interest in Subsidiaries

Information about Principal Subsidiaries
Set out below are the parent Company’s subsidiaries at 31 May 2016� The subsidiaries listed below have share capital 
consisting solely of ordinary shares, which are held directly by the Company and the proportion of ownership interests held 
equals the voting rights held by the Company� Each subsidiary’s country of incorporation or registration is also its principal 
place of business�

Name of Subsidiary Principal Place of Business Ownership Interest 
Held by the Company

Proportion of 
Non-controlling Interests

At 31 May 
2016

At 31 May 
2015

At 31 May 
2016

At 31 May 
2015

Queensland Commodity 
Services Pty Ltd

Mackay, Australia 100% 100% – –

Mackay Commodity 
Services Pty Ltd

Mackay, Australia 100% 100% – –

Mackay Commodity 
Trading Pty Ltd

Mackay, Australia 100% N/A – –

The following subsidiaries were established and commenced operations as follows:

Queensland Commodity Services Pty Ltd
• Established on 28 March 2013 by the parent Company�
• Commenced operations on 31 July 2013�

Mackay Commodity Services Pty Ltd
• Established on 2 April 2013 by the parent Company�
• Commenced operations on 13 August 2013�

Mackay Commodity Trading Pty Ltd
• Established on 28 May 2015 by the parent Company�
• Has not commenced operations and was inactive during the year ended 31 May 2016�

There was no change in the ownership interests in any of the subsidiaries held by the Group during the year�
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Note 7: Segment reporting

(a) Basis for segmentation
The Group has the following four strategic divisions which have been determined by management to be its reportable 
segments� These divisions offer different products and services, and are managed separately because they require different 
technology, resources and marketing strategies�

The following summary describes the operations of each reportable segment:

Reportable segments Operations
Raw Sugar Milling Manufacture of raw sugar from sugar cane, including by-products molasses and electricity, in 

Queensland, Australia

Refined Sugar Manufacture and distribution of refined sugar from raw sugar in Australia and New Zealand

Commodity Trading Marketing, pricing and trading of raw sugar and related financial products

Other Investments Investment activities not related to the operations of the above segments

The CEO of Mackay Sugar Limited has been determined to be the ‘Chief Operating Decision Maker’ of the Group� The CEO 
reviews the internal management reports of each division on a regular basis and strategic decisions are made based on 
these reports�

There are varying levels of integration between the Raw Sugar Milling, Refined Sugar, and Commodity Trading segments� This 
integration includes the transfers of products and shared services as explained below� Inter-segment pricing is determined on 
an arm’s length basis�

(b) Information on inter-segment activities and aggregation of business units:
The segment amounts included in this note have been determined on the same basis as that reported to the Chief Operating 
Decision Maker for the purposes of resource allocation and assessment of segment performance� The major business units 
included within each segment are as follows:

Raw Sugar Milling:
This segment derives revenues from the manufacture and distribution of raw sugar, molasses and electricity� Raw sugar sales 
are managed and undertaken through the Commodity Trading segment on behalf of this segment� The segment includes the 
operations of four raw sugar mills in Queensland, Australia (three Mills in Mackay and one Mill in Mossman)�

Refined Sugar:
This segment derives revenues from the manufacture, distribution and marketing of refined sugar and related products� The 
segment is made up of three separate entities – Sugar Australia joint venture, New Zealand Sugar Company Pty Ltd, and 
Oriana Shipping Co� Pte Ltd� The entities operate from different geographical regions, but have been combined into one 
segment as their activities have similar economic characteristics and they are generally monitored as a whole� The entities are 
accounted for in the financial statements as equity-accounted investments as the Company has a 25% stake in each entity�

59

FINANCIALS



Mackay Sugar Annual Report 2016

NOTES TO THE CONCISE FINANCIAL REPORT
FOR THE YEAR ENDED 31 MAY 2016

Note 7: Segment reporting (continued)

Commodity Trading:
This segment provides certain financial support services to the Group and third party customers� A significant portion of this 
segment’s activities involves the marketing and sale of raw sugar obtained from the Raw Sugar Milling segment� Enhanced 
pricing and hedging services are provided through the use of various sugar and exchange rate trading strategies on global 
markets� A significant portion of the raw sugar from the Mackay region is sold to a business unit within the Refined Sugar 
segment� These activities are undertaken through two entities – Queensland Commodity Services Pty Ltd and Mackay 
Commodity Services Pty Ltd� Both of these entities are subsidiaries of Mackay Sugar Limited�

Other Investments:
This segment includes a number of material investments whose activities have been considered to be unrelated to the above 
segments� These investments include Sugar Terminals Limited, Racecourse Projects Pty Ltd, Sugar North Limited, and M&M 
Molasses Pty Ltd� The segment also includes the operations of the Company’s investment properties� Revenue from this 
segment is obtained from dividends and rental income�

(c) Information about reportable segments
Information related to each reportable segment is set out below� Segment results are generally evaluated on a profit before 
interest and tax basis� This is used to measure performance because management believes that this information is the most 
relevant in evaluating the results of the respective segments� The Group manages its net debt, net finance costs and income 
taxes on a Group basis and these measures are therefore not reported internally at a segment level� Accordingly, various 
amounts included in the Group’s financial statements have not been allocated between the segments as explained below�

Unallocated amounts
In relation to the segment information below, certain amounts from the Group’s financial statements have not been allocated 
on the basis that they relate to the Group as a whole and it would be difficult to allocate the amounts between the segments 
on a reasonable or justifiable basis� This includes some or all amounts in the following areas:

• Finance revenue
• Finance costs
• Corporate expenses
• Cash at bank
• Interest bearing liabilities
• Other financial liabilities
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Note 7: Segment reporting (continued)

Reportable segments

Year ended 31 May 2016
Raw Sugar 

Milling
$’000

Refined 
Sugar
$’000

Commodity 
Trading

$’000

Other 
Investments

$’000

Total
$’000

Revenue

From external customers 63,060 169,984 186,542 2,438 422,024

Finance revenue from external customers – 89 36 – 125

Discontinued operations – – – – –

Inter-segment revenue 361,115 – 173,186 – 534,301

Total Segment revenue 424,175 170,073 359,764 2,438 956,450

Profit/(loss)

Segment profit/(loss) before tax (19,743) – (642) 2,350 (18,035)

Share of profit/(loss) of equity-
accounted investees

– 10,528 – (3) 10,525

Total segment profit/(loss) before tax (19,743) 10,528 (642) 2,347 (7,510)

Other reportable items included in 
profit/(loss)

Interest income – 89 36 – 125

Interest expense (600) (18) (340) – (958)

Depreciation and amortisation (16,394) (5,669) – (12) (22,075)

Income tax expense – (1,917) – – (1,917)

Other material non-cash items:

–  Loss on revaluation of property, plant 
and equipment

(21,492) – – – (21,492)

–  Impairment losses on non-financial assets – – – – –

–  Impairment losses on property, plant 
and equipment

(3,933) – – – (3,933)

Segment assets

Derivatives – – 1,048 – 1,048

Trade & other receivables 16,791 – 12,839 – 29,630

Other assets 325,276 – 5,399 31,262 361,937

Equity accounted investees – 133,802 – 29 133,831

Total segment assets 342,067 133,802 19,286 31,291 526,446

Other reportable items included in assets

Capital expenditure 28,577 3,176 – – 31,753

Segment Liabilities

Derivatives 310 – 18,704 – 19,014

Trade & other payables 33,412 – 635 – 34,047

Other liabilities 53,958 – 11,183 – 65,141

Total segment liabilities 87,680 – 30,522 – 118,202
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Note 7: Segment reporting (continued)

Reportable segments

Year ended 31 May 2016
Raw Sugar 

Milling
$’000

Refined 
Sugar
$’000

Commodity 
Trading

$’000

Other 
Investments

$’000

Total
$’000

Revenue

From external customers 31,056 178,846 231,861 2,514 444,277

Finance revenue from external customers – 99 37 – 136

Discontinued operations – – – – –

Inter-segment revenue 428,699 – 201,260 – 629,959

Total Segment revenue 459,755 178,945 433,158 2,514 1,074,372

Profit/(loss)

Segment profit/(loss) before tax (14,491) – 4,871 2,319 (7,301)

Share of profit/(loss) of 
equity-accounted investees

– 11,915 – 4 11,919

Total segment profit/(loss) before tax (14,491) 11,915 4,871 2,323 4,618

Other reportable items included in 
profit/(loss)

Interest income – 99 37 – 136

Interest expense (647) (65) (290) – (1,002)

Depreciation and amortisation (19,986) (5,519) – (16) (25,521)

Income tax expense – (2,011) – – (2,011)

Other material non-cash items:

–  Loss on revaluation of property, 
plant and equipment (19,634) – – – (19,634)

–  Impairment losses on non-financial assets – – – – –

–  Reversal of impairment losses on 
non-financial assets – – – – –

Segment assets

Derivatives – – 9,967 – 9,967

Trade & other receivables 10,495 – 22,194 – 32,689

Other assets 340,976 – 6,012 24,829 371,817

Equity accounted investees – 119,325 – 32 119,357

Total segment assets 351,471 119,325 38,173 24,861 533,830

Other reportable items included in assets

Capital expenditure 28,042 3,859 – – 31,901

Segment Liabilities

Derivatives 60 – 7,970 – 8,030

Trade & other payables 51,741 – 1,746 – 53,487

Other liabilities 37,497 – 110 – 37,607

Total segment liabilities 89,298 – 9,826 – 99,124
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Note 7: Segment reporting (continued)

(d) Reconciliations of information on reportable segments to amounts reported in the financial statements

May 2016
$’000

May 2015
$’000

Revenues

Total revenue for reportable segments 956,450 1,074,372

Revenue of equity-accounted investees (170,073) (178,945)

Unallocated amounts:

Finance Revenue 518 630

Revenue for other segments – –

Elimination of inter-segment revenue (353,437) (420,225)

Elimination of discontinued operations – –

Consolidated revenue 433,458 475,832

Profit before tax

Total profit before tax for reportable segments (7,510) 4,618

Profit before tax for other segments – –

Elimination of inter-segment profit (dividend) – –

Elimination of discontinued operation – –

Unallocated amounts:

– Corporate expenses (4,536) (4,061)

– Finance costs (14,535) (12,578)

– Finance revenue 518 630

Consolidated profit before tax from continuing operations (26,063) (11,391)
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Note 7: Segment reporting (continued)

May 2016
$’000

May 2015
$’000

Assets

Total assets for reportable segments 526,446 533,830

Assets for other segments – –

Unallocated amounts:

– Cash and cash equivalents 27,085 23,966

Consolidated total assets 553,531 557,796

Liabilities

Total liabilities for reportable segments 118,202 99,124

Liabilities for other segments – –

Unallocated amounts:

– Interest bearing liabilities 186,355 189,002

– Other financial liabilities 26,631 1,950

Consolidated total liabilities 331,188 290,076

Other material items

Year ended 31 May 2016
Reportable 

segment totals 
$’000

Adjustments
$’000

Consolidated 
totals $’000

Interest income 125 429 554

Interest expense (958) (14,517) (15,475)

Depreciation and amortisation (22,075) 5,669 (16,406)

Income tax expense (1,917) 1,917 –

Loss on revaluation of property, plant and equipment (21,492) – (21,492)

Impairment losses on non-financial assets – – –

Impairment losses on property, plant and equipment (3,933) – (3,933)

Capital expenditure 31,753 (3,176) 28,577
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Note 7: Segment reporting (continued)

Other material items

Year ended 31 May 2016
Reportable 

segment totals 
$’000

Adjustments
$’000

Consolidated 
totals $’000

Interest income 136 531 667

Interest expense (1,002) (12,513) (13,515)

Depreciation and amortisation (25,521) 5,519 (20,002)

Income tax expense (2,011) 2,011 –

Loss on revaluation of property, plant and equipment (19,634) – (19,634)

Capital expenditure 31,901 (3,859) 28,042

(e) Revenue from external customers for each product and service
An analysis of the Group’s revenue from external customers for each major product and service category is as follows:

May 2016
$’000

May 2015
$’000

Raw sugar sales 187,811 211,471

Refined sugar sales 169,984 178,846

Electricity sales 17,905 17,930

Molasses sales 29,943 26,242

Financial trading gains – 5,847

Sundry sales 100 285

Sundry services revenue 70 113

Rental revenue 378 485

Dividends received 2,029 1,997

Insurance proceeds 12,868 –

Other revenue 935 1,061

Finance revenue 126 136

Total revenue from external customers 422,149 444,413
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Note 7: Segment reporting (continued)

(f) Geographic information
The Raw Sugar Milling segment and Other Investments segment operate in Mackay and Mossman in Queensland, Australia, 
and obtain all revenue from within Australia� The Refined Sugar segment operates throughout Australia and New Zealand, 
with the majority of revenue coming from the country of operations� The Commodity Trading segment operates from Mackay, 
Queensland, Australia and obtains revenue from varying countries around the world on a yearly basis� The geographic 
information below analyses the Group’s revenue, profit before tax, and non-current assets by the company’s country of 
domicile and other countries� In presenting the following information, segment information has been based on the geographic 
location of the assets and operations in which the segment activities take place�

May 2016
$’000

May 2015
$’000

Revenue from external customers

Australia 371,123 388,603

All foreign countries

– New Zealand 47,973 51,755

– Singapore 3,053 4,055

422,149 444,413

Profit before tax

Australia (12,420) (529)

All foreign countries

– New Zealand 4,778 5,050

– Singapore 132 97

(7,510) 4,618

Non-current assets

Australia 441,348 445,174

All foreign countries

– New Zealand 32,238 27,942

– Singapore 4,295 3,247

477,881 476,363

(g) Major customer
Revenues from one external customer of the Group’s Raw Sugar Milling segment represented approximately $173,577,739 
(2015: $199,986,508) of the Group’s total revenues�
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Note 8: Taxes

Unrecognised tax losses
The Group has accumulated tax losses for income tax purposes that are currently able to be carried forward to future years� 
The gross accumulated tax losses that have not been recognised in the Group’s statement of financial position as a deferred 
tax asset are as follows:

May 2016
$’000

May 2015
$’000

Gross accumulated tax losses at the beginning of the year 88,873 98,060

Add: Over-provision in prior years – –

Add: Tax losses incurred during the year 18,911 –

Less: Tax losses utilised during the year – (9,187)

Available gross accumulated tax losses for income tax purposes at 
the end of the year

107,784 88,873

Less: Gross tax losses recognised as a deferred tax asset to offset deferred 
tax liability

(8,726) (25,107)

Remaining gross tax losses not yet recognised as a deferred tax asset 99,058 63,766
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Note 9: Revaluation of Property, plant and equipment
Property, plant and equipment was revalued on 31 May 2016 as follows:

Revaluation effective 31 May 2016 Mackay assets Mossman assets Total assets
Current Value of assets $309,204,014 $22,890,374 $332,094,388

DCF Valuation – Fair Value $309,204,014 $1,398,808 $310,602,822

Revaluation Adjustment (Write-down) Nil $21,491,566 $21,491,566

The revaluation resulted in no change in the ‘Asset Revaluation Reserve’�

No independent valuer was involved in the revaluation�

The revaluation has been done on the basis of each valuation unit (Mackay raw sugar milling and Mossman raw sugar milling), 
and the revaluation adjustment has been allocated proportionally across the property, plant and equipment asset classes�

A reconciliation of the revaluation of amounts of property, plant and equipment during the financial year is as follows:

May 2016
$’000

May 2015
$’000

Carrying amount of property, plant and equipment at period end prior 
to revaluation

332,095 352,670

Losses recognised in profit or loss:

• Revaluation of Mossman raw sugar milling property, plant and equipment (21,492) (11,509)

• Revaluation of Mackay raw sugar milling property, plant and equipment – (8,125)

Losses recognised in other comprehensive income:

• Revaluation of Mackay raw sugar milling property, plant and equipment – (7,873)

Closing balance of property, plant and equipment at 31 May 2016 310,603 325,163

Note 10: Impairment of property, plant and equipment
On 24 May 2016 a boiler at one of the Company’s mills suffered a furnace explosion causing significant damage� At 31 May 
2016 the boiler asset was written-down by $3,933,365 to reflect the damage caused by the event, and an impairment loss for 
the same amount was recognised in the profit or loss for the year ended 31 May 2016�
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Directors’ declaration
The Directors of Mackay Sugar Limited declare that the concise financial report of Mackay Sugar Limited 
and controlled entities for the financial year ended 31 May 2016, as set out on pages 1 – 24:

a complies with Accounting Standard AASB 1039; Concise Financial Reports; and
b is an extract from the full financial report for the year-ended 31 May 2016 and has been derived from 

and is consistent with the full financial report of Mackay Sugar Limited�

This declaration is made in accordance with a resolution of the Board of Directors of Mackay 
Sugar Limited�

S Gordon 
Deputy Chairman

AS Cappello 
Chairman

Dated: 25 August 2016
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bennett partners 

           chartered accountants 
 

 
Independent Auditor’s Report                

31 August 2016 
 
To the members of Mackay Sugar Limited 

Report on the Concise Financial Report 

We have audited the accompanying concise financial report of Mackay Sugar Limited, which comprises the 
statement of financial position as at 31 May 2016, the income statement, statement of comprehensive 
income, statement of changes in equity and statement of cash flows for the year then ended, notes derived 
from the audited financial report of Mackay Sugar Limited for the year ended 31 May 2016 and the 
discussion and analysis. The concise financial report does not contain all the disclosures required by the 
Australian Accounting Standards and accordingly, reading the concise financial report is not a substitute for 
reading the audited financial report.  
 
Directors' Responsibility for the Concise Financial Report   
The Directors are responsible for the preparation of the concise financial report in accordance with 
Accounting Standard AASB 1039 Concise Financial Reports, and the Corporations Act 2001, and for such 
internal control as the directors determine are necessary to enable the preparation of the concise financial 
report.  
 
Auditor’s Responsibility  
Our responsibility is to express an opinion on the concise financial report based on our procedures which 
were conducted in accordance with Auditing Standard ASA 810 Engagements to Report on Summary 
Financial Statements. We have conducted an independent audit, in accordance with Australian Auditing 
Standards, of the financial report of Mackay Sugar Limited for the year ended 31 May 2016. We expressed 
an unmodified audit opinion on that financial report in our report dated 31 August 2016. The Australian 
Auditing Standards require that we comply with relevant ethical requirements relating to audit engagements 
and plan and perform the audit to obtain reasonable assurance whether the financial report for the year is 
free from material misstatement.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
concise financial report. The procedures selected depend on the auditor’s judgement, including the 
assessment of the risks of material misstatement of the concise financial report, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation of the concise financial report in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control. Our procedures included testing that the information in the concise financial report is derived from, 
and is consistent with, the financial report for the year, and examination on a test basis, of audit evidence 
supporting the amounts, discussion and analysis and other disclosures which were not directly derived from 
the financial report for the year. These procedures have been undertaken to form an opinion whether, in all 
material respects, the concise financial report complies with AASB 1039 Concise Financial Reports and 
whether the discussion and analysis complies with the requirements laid down in AASB 1039 Concise 
Financial Reports.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion.   
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Independence 
In conducting our audit, we have complied with the independence requirements of the Corporations Act 
2001. We confirm that the independence declaration required by the Corporations Act 2001, which has 
been given to the directors of Mackay Sugar Limited, would be in the same terms if given to the directors as 
at the time of this auditor’s report. 

Opinion 
In our opinion, the concise financial report of Mackay Sugar Limited is in accordance with Accounting 
Standard AASB 1039 Concise Financial Reports.  

Report on the Remuneration Report 
The following paragraphs are copied from our Report on the Remuneration Report for the period ended 31 
May 2016. 

We have audited the Remuneration Report included in of the directors' report for the year ended 31 May 
2016. The directors of the company are responsible for the preparation and presentation of the 
Remuneration Report in accordance with section 300A of the Corporations Act 2001. Our responsibility is to 
express an opinion on the Remuneration Report, based on our audit conducted in accordance with 
Australian Auditing Standards.  

Opinion  
In our opinion, the Remuneration Report of Mackay Sugar Limited for the year ended 31 May 2016 
complies with section 300A of the Corporations Act 2001.  
 
 
 
 
 
Darryl Camilleri - FCA 

Mackay  

Level 1/122 Wood Street, Mackay Qld 
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