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SUGAR TERMINALS LIMITED
Directors’ report
30 JUNE 2006

Your directors present their report on the Company of Sugar Terminals Limited for the year ended 30 June 2006.

Directors

The following persons were directors of Sugar Terminals Limited (STL) during the whole of the financial year and up to

the date of this report:

Mr Michael D Brown
Mr Mark R Day

Mr John Grasso

Mr Stephen Guazzo
Mr James F Hesp

Principal activities

During the year the principal continuing activities of the Company consisted oft

{a) Ownership of bulk sugar terminal assets;

(b)  Protection of the bulk sugar terminals;

{c)  Managing, development and financing of bulk sugar terminals;
{d)  Negotiating long term leases with Port Authorities;

{(e) Managing the sub-lease of the terminals to Queensland Sugar Ltd.

There have been no significant changes in the principal continuing activities during the year.

Comparative financial information

2000
5’000
Income statement
Revenue from continuing operations 47,875
Profit attributable to members of STL 22,270
Balance sheet
Current assets 20,983
Non-current assets 371,321
Current liabilities (19,542)
Non-current liabilities (16,815)
Net assets 355,947

Dividends — Sugar Terminals Limited

Dividends provided for or paid to members during the financial year were as follows:

2005
$000

43,485
18,964

22,509
382,031
(25,560)
(27,303)
351,677

Final ordinary dividend for the year ended 30 June 2005 of five cents per share,
(2004 — two cents per share), fully franked based on tax paid of 30%, paid on

15 December 2005.

Interim dividend of two cents paid share, fully franked based on tax paid of 30%,

paid on 5 July 2005 out of profits for the year ended 30 June 2005.

2004 2003 2002
$°000 $°000 $°000
39982 33,254 31,976
16,813 14,390 14,134
12,072 6,341 53,086
393,186 385,723 342,072
(20,238)  (7.368)  (25,248)
(37.907)  (39,996) -
347,113 344,700 369,910
2006 2005

$°000 $000

18,000 7,200

- 7,200

18,000 14,400

Since the end of the financial year the directors have determined that a final ordinary dividend of $21.6 millien (six cents
per fully paid shase), fully franked based on tax paid at 30%, will be paid on 27 September 2006 out of retained profits at
30 June 2006 to sharcholders whose names are recorded on the Register on 14 September 2006.
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Directors’ report (continued)
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Review of operations
There were no material changes to the Company’s operations during the vear.

Significant changes in the state of affairs

The Queensland Government passed legislation ceasing the vesting of sugar to Queensland Sugar Limited (QSL) effective
from 1 Jamuary 2006. Under the terms of the sub-lease to QSL, the sub-lease will terminate twelve months after the
cessation of vesting. It has been agreed that the existing sub-lease will operate up until 30 June 2007, being twelve
months after the last vested sugar has been disposed of.

Matters subsequent to the end of the financial year

As stated in Note 11, since the end of the financial year, it has been agreed with QSL to extend the sub-lease on the same
terms and conditions for a period up to 30 June 2008 to enable the parties to review a range of options for the operation of
the terminals.

Except as stated above, no matter or circumstance has arisen since 30 June 2006 that has significantly affected, or may
significantly affect:

(a) the Company’s operations in future financial years, or

(b) the results of those operations in future financial vears, or

{c) the Company’s state of affairs in future financial years.

Likely developments and expected results of operations
The likely developments in the operations of the Company and the expected results of those operations in future financial
years are as foliows:

The constriction of the new storage facility at Townsville which is being managed by Queensland Sugar Ltd (QSL) as
agent for the Company is still incomplete.

On 10 December 2004, the Company received a statement of claim from Walter Construction Group (Walter) claiming
$15.01 million as damages pursnant to the Trade Practices Act, or alternatively, various claims for moneys due under the -
contract amounting to $18.96 million excluding interest.

On 2 February 2005, Walter appointed administrators following an announcement by its parent, Walter Bau, that it was
filing for insolvency in Germany. On 30 March 2005 the Company was placed in liquidation.

The action is presently stayed and it is not known whether the liquidator or some other party will proceed with the action.
The claim is denied by STL and, if it proceeds, it will be strenuously defended. A counter claim will also be lodged.
Experts reports are being evaluated to determine the best method of rectifying various defective works,

STL is managing the dispute in conjunction with QSL and, at this time, it is not possible to estimate the timing or the
quantum, if any, of any future liability in relation to the claim, or the costs to rectify defective works,

Envirenmeutal regulation

Queensland Sugar Limited, manager of the Bulk Sugar Terminal Assets under a sub-lease arrangement with the
Company, takes responsibility for the environmental impact of the Terminals and holds the environmental licences under
the Environmental Protection Act 1994.



SUGAR TERMINALS LIMITED
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Information on directors

Michael D Brown
Qualifications and Experience
Fellow of the Instifute of Chartered Accountants. Director: Sun Retail Pty Ltd (Chairman).

Other current directorships of listed entities
None

Former dirvectorships of listed entities in last 3 years
Grainco Australia Ltd (until 1 October 2003)

Special Responsibilities
Chairman of the Board

Interest in shares and options
None

Mark R Day

Qualifications and Experience

Bachelor of Applied Science (Mathematics), Executive General Manager Sugar Mills, CSR Limited. Director: Australian
Molasses Trading, CSR Sugar Kalamia Pty Itd, CSR Pioneer Sugar Pty Ltd, CSR Sugar Invicta Pty Ltd, The Haughton
Sugar Company Pty Ltd, Pioneer Sugar Mills Pty Ttd and Glendale Ltd.

Other current directorships of listed entities
None

Former directorships of listed entities in last 3 years
None

Special Responsibilities
Director (Non-Executive)
Member of Audit & Risk Commnittee

Interest in shares and options
None

John J Grasso
Qualifications and Experience
Dip FS(FP). Management of family cane farm, commercial leasing business and Grasso Financial Services,

Other current directorships of listed entities
None

Former directorships of listed entities in last 3 years
None

Special Responsibilities
Director (Non-Executive)

Interest in shares and options
447,490 “G” class shares in Sugar Terminals Limited

Stephen Guazzo

Qualifications and Experience

Third generation canegrower. Director/Deputy Chairman of Herbert Canegrowers Limited. Director of Queensland
Canegrowers Limited. Director/Chairman of Herbert Canegrowers Co-op Society. Director of Sugar Research and
Development Corporation. Director of several private companies.
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Other current directorships of listed entities
None

Former directorships of listed entities in last 3 years
None

Special Responsibilities
Director (Non-Executive)
Member of Audit & Risk Committee

Interest in shares and options
256,020 “G” class shares in Sugar Terminals Limited

James ¥ Hesp

Qualifications and Experience

Fellow of the Institute of Company Directors. Chairman of Directors Mulgrave Central Mill. Director: Australian Sugar
Milling Council. Chairman Northern Sugar Miiling Council. Sugar cane grower and harvesting contractor Mulgrave mill
arca.

Other current dirvectorships of listed entities
None

Former directorships of listed entities in last 3 years
None

Special Responsibilities
Director {(Non-Executive)

Interest in shares and options
260,655 “G” class shares in Sugar Terminals Limited

None of the directors has a service contract with the Company.

Company secretary

The Company Secretary and General Manager is Mr Richard Farquhar B.Com CA FCIS. Mr Farquhar was appointed to
this position in October 2003. Prior to joining Sugar Terminals Ltd he was the CFO and Company Secretary of the
Australian subsidiary of a US listed public company for twenty years up to 1998 and in the interim period worked for
insolvency practitioners managing businesses during insolvency administration.
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Meetings of directors
The numbers of meetings of the Company’s board of directors and of each board committee held during the year ended
30 June 2006, and the numbers of meetings attended by each director were:-

Directors’ Meetings Committee Meetings
Audit & Risk Committee

Number eligible Number Numiber eligible Number

to attend attended to attend attended
Michael D Brown : 8 8 * *
Mark R Day 8 7 3 3
John J Grasso 8 8 * *
Stephen Guazzo 8 8 3 3
James F Hesp 8 8 * *

* MD Brown, JJ Grasso and JF Hesp are not members of the Audit and Risk Committee.

Remuneration report
The remuneration report is set out under the following main headings:

Principles used to determine the nature and amount of remuneration
Details of remuneration

Service agreements

Share-based compensation

Additional information

xsBw e Rles iy

The information provided under headings A-D includes remuneration disclosures that are required under Accounting
Standard AASB 124 Related Party Disclosures. These disclosures have been transferred from the financial report and
have been audited.

A Principles used to determine the natuve and amount of remuneration (audited)

The objective of the Company’s executive reward framework is to ensure reward for performance is competitive and
appropriate for the results delivered. The framework aligns executive reward with achievement of strategic objectives and
the creation of value for shareholders, and conforms with market best practice for delivery of reward. The Board ensures
that executive reward satisfies the following key criteria for good reward governance practices:

e competitiveness and reasonableness

e acceptability to shareholders

®  transparency

¢ capital management,

In consultation with external remuneration consultants, the Company has structured an executive remuneration framework
that is market competitive and complementary to the reward strategy of the organisation.

Non-executive directors
Fees and payments to non-executive directors reflect the demands which are made on, and the responsibilities of, the
directors. Non-executive directors’ fees and payments are reviewed periodically by the Board.

Directors’ fees
The current base remuneration was last reviewed with effect from 1 July 2003, and has not been increased since 2000.

Non-executive directors’ fees are determined within an aggregate directors’ fee pool! limit, which is periodically
recommended for approval by shareholders. The maximum aggregate amount currently stands at $200,000.

Retirement Allowances for Directors
Non-executive directors are not entitled to retirement allowances.
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Executive pay

The executive pay and reward framework has two components:

*  base pay and benefits

»  short-term performance incentives

»  other remuneration such as superannuation.

The combination of these comprises the executive’s total remuneration.

Base pay

The executive is offered a competitive base pay that comprises the fixed component of pay and rewards. External
remuneration consultants provide analysis and advice to ensure base pay is set to reflect the market for a comparable role.
Base pay is reviewed annually to ensure the executive’s pay is competitive with the market.

There are no guaranteed base pay increases fixed in the executive’s contract.

Benefits
The executive receives a car parking benefit,

Short-term incentives

The executive has a target short-term incentive (STI) opportunity depending on tie Company’s performance. Each year
the board considers appropriate targets and key performance indicators (KPI’s) to link the STT plan and the level of
payouts if targets are met. Short-term bonus payments may be adjusted up or down in line with under or over
achievements against the target performance levels, at the discretion of the board.

B Details of remuneration (audited)

Amounts of remuneration

Details of the remuneration of each director of Sugar Terminals Limited and the only executive, are set out in the

following tables.

The key management personnel of Sugar Terminals Limited includes the directors as per page 4 above and the following
executive officer, who is the only executive of the Company.

Richard B Farquhar — General Manager and Company Secretary.
The cash bonuses are dependent on performance conditions as set out in the sections headed Short-term incentives above.

Key management personnel of Sugar Terminals Limited

2006 Short-term Post- Shared-based
benefits Employment payment
Cash salary Cash
Name and fees bonus Superannuation Options Total
5 b 3 3 $
Non-executive directors
MD Brown (Chairman) 55,000 - 4,950 - 59,950
MR Day 20,000 - - - 20,000
JT Grasso 20,000 - 1,800 - 21,800
S Guazzo 20,000 - 1,800 - 21,800
JF Hesp 20,000 - 1,800 - 21,800
Sub total non-executive directors 135,000 - 10,350 - 145,350
Other key management personnel
RB Farquhar 80,275 25,000 69,725 - 175,000
Total 215,275 25,000 30,075 - 320,350
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2005 Shert-term Post- Shared-based
henefits Employment payment
Cash salary Cash
Name and fees bonus Superannuation Options Total
$ 3 $ § )
Non-executive directors
MD Brown (Chairman) 55,000 - 4,950 - 59,950
MR Day 20,000 - - - 20,000
JT Grasso : 20,000 - 1,800 - 21,800
S Guazzo 20,000 - 1,800 - 21,800
JF Hesp 13,804 - 1,242 - 15,046
Al Musumeci 6,196 - - - 6,196
Sub total nen-executive directors 135,000 - 9,792 - 144,792
Other key management personnel
RB Farquhar 126,886 - 11,420 - 138,306
Total 261,886 - 21,212 - 283,098

C  Service agreements (audited)
The Company does not have any service agreements with key management personnel.

D Share-based compensation (audited)
The Company does not have any share-based compensation plan.

E  Additional Information (un-audited)}
Loans to directors and executives
There are no loans to directors or executives.

Principles used to determine the nature and amount of remuneration: relationship between remuneration and company
performance
There is no relationship between executive reward and company performance.

Non-audit services
The Company may decide to employ the auditor on assignments additional to their statutory audit duties where the
auditoi’s expertise and experience with the Company s important.

Details of the amounts paid or payable to the auditor (PricewaterhouseCoopers) for audit and non-audit services provided
during the year are set out below.

The board of directors has considered the position and, in accordance with the advice received from the audit commitiee,
is satisfied that the provision of the non-audit services is compatible with the general standard of independence for
auditors imposed by the Corporations Act 2001. The directors are satisfied that the provision of non-audit services by the
auditor, as set out below, did not compromise the anditor independence requirements of the Corporations Act 2001 for the
following reasons:

e all non-audit services have been reviewed by the audit committee to ensure they do not impact the impartiality and
objectivity of the auditor

e none of the services undermine the general principles relating to auditor independence as set out in Professional
Statement F1, inchuding reviewing or auditing the auditor’s own work, acting in 2 management or a decision-making
capacity for the Company, acting as advocate for the Company or jointly sharing economic risk and rewards.

10
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During the year the following fees were paid or payable for services provided by
the auditor of the Company, its related practices and non-related audit firms:

Assurance Services
PricewaterhouseCoopers Australian firm:
Audit and review of financial reports and other audit work under the
Corporations Act 2001
- Half year review
- Year end audit
Total remuneration for assurance services

‘Taxation services

PricewaterhouseCoopers Australian firm:
Review report in relation to the income tax implication for ongoing operations
Discussion and research on stamp duty

Total remuneration for taxation services

Auditors’ independence declaration

2006 2005

b h
15,000 12,000
42,000 37,200
57,000 49,200
64,020 -
. 350
64,020 350

A copy of the auditors’ independence declaration as required under Section 307C of the Corporation Act 2001 is set out

on page 13.

Corporate Governance

The Board of Directors is responsible for the overall direction of Sugar Terminals Limited business and affairs on behalf
of the Company. In running STL for the benefit of all shareholders, the Board and management act within the framework

of requirements, expectations and interests of customers and communities.

Major policy decisions are a matter for the Board as a whole. The Audit and Risk Committee is the Board’s only standing

committee. It comprises Directors Mr S Guazzo and Mr M R Day. The functions of the committee are to keep the

following matters under review and report to the STL Board as appropriate:

quality of external audits

accounting procedures and reporting
adequacy of accounting controls

financial investment planning and reporting
conmpliance with legislation

maintenance of records and minutes
identification of risk

insurance of STL assets

maintenance of STL assets

11






