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INTRODUCTION 

Wilmar has developed a set of agreements which together form the basis of the proposed Interim Forward 

Pricing framework. These agreements facilitate continued forward pricing from July 2015 until final marketing 

arrangements are agreed for the 2017 season. The Interim Forward Pricing framework supplements the 

forward pricing facilities offered to growers under the Variation of Forward Price and Pooling Agreement, 

otherwise known as the ‘Temporary Forward Price and Pooling Agreement (TFPPA)’.  The Variation of Forward 

Price and Pooling Agreement provides a temporary forward pricing facility for the 2017 Season only and subject 

to a 30% forward pricing limit, provided that it is entered into and activated by a grower prior to 30 June 2015.   

The Interim Forward Pricing Framework also incorporates a potential future marketing model that may, subject 

to final agreement with growers and their representatives, be adopted as the basis for final 2017 marketing 

arrangements.  However, if alternate 2017 marketing arrangements are agreed, forward pricing undertaken 

under the Interim Forward Pricing arrangements will be rolled into those final marketing arrangements.  

Under the Interim Forward Pricing Agreements (IFPA), Wilmar Sugar Australia (WSA) will sell its sugar 

production to Wilmar Sugar Trading (WST) on a free on board (FOB) basis from the Queensland bulk sugar 

terminals.  WST will market and sell the sugar to end customers and return the full economic benefit of 

marketing premiums to WSA and 50% of any additional benefits when synergy between the Australian and 

non-Australian sugar books present arbitrage opportunities.  WSA will offer pricing and pooling and advance 

payment options to growers and make payments to growers for cane based on the net sugar price that results 

from WST’s sale of sugar and growers price risk management  strategies.  

There are three agreements comprising the Interim Forward Pricing framework:  

Cane Supply Agreement (CSA) between growers and WSA, which documents the terms and conditions for 

harvesting, delivery, transport, crushing and payments for sugar cane. The CSA includes new provisions to 

cover: 

 Payment options (in addition to a default option similar to the current advance system) which will 

be available for growers, including:  

 A Prepayment option (e.g. with payment in March prior to a relevant season), based on a 

prepayment of $X/tonne
1
  for an amount of cane tonnage up to a maximum of the 

grower’s Nominated Tonnage (Cane). The prepayment will be repayable as a deduction 

from future Cane Payments when advances typically flow during the July to June period 

during the relevant season 

 A Cash on Delivery (COD) Advances Option, where a cash payment is made when the 

cane is delivered (e.g. 90 per cent payment within seven days),  with the balance paid in 

the final months of the relevant season; and 

 A Deferred Advances Option, similar to the existing advance system but with the first 

Cane Payment deferred to 1 July in the year of harvest. 

 Reporting will be available to all growers summarising pricing, pooling and advances to date for all 

pricing pools, as well as forecast final pool prices.  

                                                                 

 

 

1 Please note the intention of the Prepayment option is to provide for an amount which is approximately equivalent to the cost of planting 
cane for a relevant season. The amount will be determined in discussion with growers, but as an indication it may be in the order of 
$5/tonne of cane. 
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 At the end of each season, WSA will engage an accounting firm to review and audit its marketing 

outcomes for the season. The Certification Statement from this audit will be made available to all 

growers.  

 A Grower Consultative Group will be created to facilitate communication and transparency 

between growers and Wilmar, made up of growers or grower-nominated third parties, and will 

receive comprehensive market sensitive information on a confidential basis in respect of sales of 

individual sugar shipments and pricing and marketing reports. 

Pricing and Pooling Agreement (PPA) between growers and WSA outlines the means by which Grower 

Nominal Sugar Exposure Tonnes are allocated to and priced under different pricing mechanisms and how 

growers select different payment options.  The PPA includes provision for: 

 Determination of Grower Nominal Sugar Exposure Tonnes 

 Allocation of Grower Nominal Sugar Exposure Tonnes to various Discretionary and Default Pricing 

Mechanisms (including a range of pools) 

 Selection of Cane Payment options and Advances Options, as outlined above 

 Determination of marketing premiums and costs and their allocation to Pricing Mechanisms 

 Determination of Gross Pool Prices and Net Pool Prices (after allocation of marketing premiums 

and costs) for Pricing Mechanisms 

 The management of the Production Risk Pool and a commitment by WSA to ensure that any cost 

of over-hedging the Production Risk Pool, (e.g.  as a result of a cane supply shortfall), will be to the 

account of WSA as manager of the pool if WSA acts outside the Pricing Mechanism Terms.  

 The potential for growers to appoint a Third Party Manager to manage the pricing for a pool on 

their behalf  

 WSA will not make any changes to the SPRA that could have a material adverse impact on growers  

Queensland Sugar Sales, Pricing and Reporting Agreement (SPRA) between WSA and WST, which includes 

the terms and conditions for delivery, pricing, payment and reporting for raw sugar produced by WSA and 

supplied to WST. The SPRA includes provisions for: 

 The sale of sugar between WSA and WST 

 Determination and payment of Net Premiums  

 Determination and payment of Arbitrage Premiums 

 Detailed reporting obligations of WST to WSA, supporting the monthly and annual reporting to 

growers and the Grower Consultative Group outlined above 

 Agency agreement under which WST undertakes price risk management on behalf of WSA for the 

management of Pricing Mechanisms 

 Transparency, assurance, audit and certification provisions, including provisions that ensure that 

any related party transactions are on an arms-length basis 

 Return of 100 per cent of the marketing premiums achieved on the sale of Australian sugar by 

WST  

This Guide to the Interim Agreements has been developed to assist you in understanding the key elements of 

the agreements, but it is important it is read in conjunction with those agreements. To assist with referring 

between this Guide and the Agreements, Chapter 12 below outlines where key elements can be located within 

the CSA, PPA and SPRA. Please note that any words of phrases which are capitalised in this guide indicate that 

they correspond with defined terms in one of more of the three agreements.  
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KEY FEATURES 

The Interim Forward Pricing framework gives effect to the key principles Wilmar has committed to for Sugar 

Marketing Post-2017, which are summarised below:  

1. A grower’s cane price will remain linked to the net price of sugar 

2. Wilmar recognises grower ‘Nominal Sugar Exposure’ 

3. Growers will be able to independently manage their own sugar price exposure 

4. Growers will have choice of pricing mechanisms managed at the grower’s discretion 

5. Wilmar has choice over the commercial sale and marketing of sugar 

6. Growers will receive the full economic benefit from the marketing and sale of sugar 

7. Growers will have access to details of all transactions affecting grower sugar price exposure 

8. Growers will have full independent audit rights, contractually documented protection measures and 

formal dispute resolution processes 

9. Growers will have ongoing access to price risk management education and support 

10. Growers will benefit from ongoing innovation  

The Interim Forward Pricing Agreements provide new opportunities for growers in the areas of pricing and 

pooling, payment options and reporting. The key features of the agreements include:  

Cane Payment Formula 

The Cane Payment Formula is unchanged, and included in Schedule 5 to the Cane Supply Agreement.  

Nominal Sugar Exposure 

The PPA defines Grower Nominal Sugar Exposure Tonnes and provides the mechanism for Grower Nominal 

Sugar Exposure Tonnes to be allocated to relevant Pricing Mechanisms. 

Transparent returns to growers  

Wilmar has guaranteed to transparently return to growers 100 per cent of the marketing premiums (when 

calculated on a dollars per tonne basis) achieved on the sale of its Australian sugar. In referring to 

marketing premiums, we refer to all components of the sugar price over and above the ICE#11 price. This 

includes physical premiums, freight premiums, polarisation premiums and spread gains. Under the Interim 

Forward Pricing framework, these premiums would be allocated to pricing pools in the same manner as is 

currently the case with QSL, so growers will receive exactly the same net premium as Wilmar on a per tonne 

of sugar exposure basis. 

Arbitrage benefits 

In addition to the return of 100 per cent of marketing premiums, growers will also receive 50 per cent of 

any arbitrage benefits involving WSA sugar and other-origin sugar (i.e. sugar sourced elsewhere, e.g. from 

Brazil or Thailand) traded by WST.  Arbitrage Premiums are those which are captured through the unique 

synergy that Wilmar can bring through having a significant ‘book’ of non-Australian sugar as well as its 

‘book’ of Australian sugar. The Arbitrage Premiums are therefore a benefit available to growers that are 

over and above the returns derived from 100 per cent of the marketing premiums.   

Transparency of processes 

The PPA and the SPRA contain detailed provisions describing the processes and calculations that determine 

all of the components that are used by WSA to determine the sugar price on which grower’s cane price is 

calculated.  Every grower will be a party to a PPA and all growers will also have access to a copy of the SPRA 

that details the terms and conditions for delivery, pricing, payment and reporting for raw sugar produced by 

WSA and sold to WST. The Cane Supply Agreements provide detailed reporting, certification and audit 

rights for growers over the activities of both WSA and WST.  These transparency measures are also 
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provided for in the SPRA to ensure growers can be confident in the transparency required of WST. WSA will 

not make any changes to the SPRA that have a material adverse impact on growers. 

Increased flexibility  

Wilmar will provide for a maximum of 70% of estimated Grower Nominal Sugar Exposure Tonnes to be 

allocated to Discretionary Pricing (Forward Pricing and other fixed tonnage Discretionary Pricing pools). This 

is an increase of 10% from the current limit on Discretionary Pricing.  

Insulation from risk 

Growers who supply cane in accordance with the obligations of their cane supply agreement will bear no 

risk or cost of Production Shortfalls in the Production Risk Pool in the event that Wilmar’s management of 

the Production Risk Pool is outside the Pricing Mechanism Terms and this places the pool in a situation 

where it is over-hedged or over-sold with respect to sugar sales.  

Pricing mechanisms and third party pricing manager 

The PPA outlines that Default Pricing Mechanisms will be available including the US Quota and the 

Production Risk Pool. Discretionary Forward Pricing Mechanisms will also be available including the Call and 

Target Pricing Mechanisms. Other discretionary pricing pools will be managed by Wilmar, or a Third Party 

Manager should a group of growers choose to appoint an independent pricing manager on terms 

acceptable to WSA (this could be QSL or another provider). 

Marketing services charge unchanged 

A Marketing Services Charges will be set at the rate of $2.50/t sugar (indexed by AWOTE
2
), which is 

competitive with the current QSL charge. 

Additional payment options 

Two new Advances Payment Options will be available to growers in addition to the typical current advance 

patterns (Cash on Delivery Advances Option and Deferred Advances Option). In addition, a Prepayment 

option will be available where a payment will be made in March prior to harvesting in any given season, to 

assist growers with cash flows at that time of year. 

Grower Consultative Group  

A Grower Consultative Group will be created to facilitate communication and transparency between 

growers and Wilmar in relation to pricing and marketing activities. The Grower Consultative Group will be 

made up of growers or grower-nominated third parties.  The Grower Consultative Group will meet regularly 

with senior WSA and WST marketing representatives and receive comprehensive market sensitive 

information on a confidential basis in respect to pricing and marketing. The Monthly Consultative Group 

Marketing Report will include reports on pricing, premiums, marketing and forecast net pool prices. These 

reports will provide information about sugar marketing premiums on a shipment by shipment basis, giving 

the Grower Consultative Group access to an unparalleled level of transparency. 

Growers receive extensive reporting 

In addition to the extensive reports provided to the Grower Consultative Group, additional reporting will be 

available to all growers on a monthly basis summarising pricing, pooling and advances to date for all pricing 

pools, as well as forecast Net Pool Prices. In addition, at the end of each season, an Annual Marketing 

                                                                 

 

 

2
 AWOTE – Average Weekly Ordinary Time Earnings 
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Report will be provided to all growers outlining marketing outcomes and determinants of the final Net Pool 

Prices for the season. It is important to note that under these arrangements individual growers will receive 

reports with detailed information about marketing premiums and costs. This represents a significant 

improvement in the level of transparency and reporting to all growers. 

Annual audit 

At the end of each season, Wilmar will engage an accounting firm to review and audit its marketing 

outcomes for the season. The Certification Statement from this audit will be made available to all growers 

and the Certification Report will be provided to the Grower Consultative Group along with an opportunity 

to discuss the report and findings with the auditor. Further to this, a grower or grower collective can 

request a further audit of any matters in the scope of the Certification Audit. Any underpayments identified 

by the certification auditor or the grower audit will be repaid to growers with interest. 

Dispute resolution  

Dispute resolution procedures are intended to remain the same as existing Cane Supply Agreements, which 

outlines a process of discussion, mediation administered by the Australian Commercial Disputes Centre and 

final and binding arbitration subject to the Commercial Arbitration Act 2013 (Qld).   
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OVERVIEW 

CANE PRICE 

Cane Payment will be determined using the Cane Payment Formula and the Relevant Sugar Price for each 

grower.  The Relevant Sugar Price is a function of the Net Pool Price relevant to each of the Pricing Mechanisms 

that a grower chooses to participate in and the Advances Options they select.  

The Net Pool Price is determined based on the ICE#11 or ICE#16 price achieved in each Pricing Mechanism plus 

marketing premiums (polarisation and physical premiums) less the marketing costs (storage and handling costs, 

marketing administration costs) as allocated to the relevant Pricing Mechanism.  

The weighted average financing costs of the various Advances Options chosen by the grower are deducted 

from the Net Pool Price to determine the Relevant Sugar Price used in the Cane Payment Formula.  The 

Relevant Sugar Price is the Net IPS Price for all Advance Options other than the Cash on Delivery Advances 

Options in which case the Relevant Sugar Price is the COD Price. 

The Net IPS Price is a weighted average of the Net Pool Price for all Pricing Mechanisms selected by the grower 

and the COD Price is based on the weighted average of all fulfilled Price Requests that are to be paid under the 

Cash on Delivery Advances Option. 

 

SELECTION OF PRICING MECHANISMS 

Growers have a nominal sugar price exposure via the Cane Payment Formula. Grower Nominal Sugar Exposure 

Tonnes can only be determined after a crushing season when a Grower’s actual Cane Tonnes are finally known. 

Prior to the season however, to set limits for allocation to Discretionary Pricing Mechanisms, a grower’s 

Nominated Tonnage (of cane) is used to determine their Estimated Grower Sugar Exposure Tonnes.  

On the basis of their price risk management approach, growers will select which forward pricing or pooling 

alternatives they would like to participate in for the season. Growers can either actively allocate their 

Estimated Grower Sugar Exposure Tonnes into Discretionary Pricing Mechanisms, or allow their exposure to 

automatically fall into Default Pricing Mechanisms. 

Estimated Grower Sugar Exposure Tonnes allocated to Discretionary Pricing Mechanisms is termed 

Discretionary Tonnage. Discretionary Pricing Mechanisms consist of Forward Pricing, Wilmar Managed Pools 

and, if applicable, Third Party Managed Pools. Due to production risk, a maximum limit of 70% of a grower’s 

Estimated Grower Sugar Exposure may be allocated to Discretionary Pricing Mechanisms. 

Any Grower Nominal Sugar Exposure Tonnes which are not allocated into Discretionary Pricing Mechanisms will 

be allocated into the Default Pricing Mechanisms, which are, in priority order,  the US Quota Pool and the 

Production Risk Pool. 

A grower must supply a sufficient quantity of cane to satisfy their allocation of Grower Nominal Sugar Exposure 

Tonnes to the US Quota Pool and any Discretionary Pricing Mechanisms and the required amount of cane to 

meet this is known as the Committed Cane Tonnage.   

A grower must bear the cost of failure to supply their Committed Cane Tonnage. However, provided growers 

supply cane in accordance with the obligations of their cane supply agreement they will bear no risk or cost of 

Production Shortfalls in the Production Risk Pool in the event that Wilmar’s management of the Production Risk 
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Pool is outside the Pricing Mechanism Terms and this places the pool in a situation where it is over-hedged or 

over-sold with respect to sugar sales. 

ADVANCE OPTIONS 

Growers will be able to select different Advances Options (e.g. Default, Deferred, COD Advances Options) 

which determine cash flow timing based on an applicable Advance Rate published by WSA, and growers will 

pay a cost of financing applicable to the Advance Options they choose.  

There is also an option to receive a Prepayment prior to the season commencing. A Prepayment will attract 

interest at a rate published by WSA until the Prepayment and accrued interest are recouped from future Cane 

Payments.  

Cane payment is based on Delivery, Adjustment and Final Adjustment Payments. A grower’s Delivery and 

Adjustment Payments are based on estimates of the forecast weighted average sugar price for that grower’s 

particular selection of Pricing Mechanisms and the applicable Advance Rate at the time of Delivery, with the 

Final Adjustment Payment based on the final actual prices achieved for their selection of Pricing Mechanisms 

for the season.  

The tonnes for each cane delivery by a grower are applied to each applicable Advances Option in priority order. 

The Advances Option determines the Relevant Sugar Price for that portion of the cane delivery and the 

applicable Advance Rate.  Total Cane Payment for each delivery is calculated based on the total of the 

payments under each Advances Option. 
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CANE PAYMENT 

The Cane Payment Formula maintains the linkage of cane price to sugar price, which underpins the operation 

of grower price risk management choices. The sugar price used in the cane payment formula is based on the 

weighted average outcome resulting from a grower’s pooling and forward pricing decisions for the season and 

the Advances Options chosen. This is outlined in more detail below. 

CANE PRICE 

 

 

The cane payment formula is: 

Cane Price = Relevant Sugar Price X 0.009 X (CCS – 4) + CONSTANT  

Where: 

 Relevant Sugar price is  expressed in Australian dollars per IPS tonne and determined from the 

outcome of  individual grower price risk management decisions and the finance charges for the 

Advances Options chosen by the Grower 

 CCS used is the grower’s (estimated or final) weighted average CCS (Relative) 

 The constant is specific to that negotiated in the different Cane Supply Agreements agreed with 

different collectives and is typically a fixed cents per tonne of cane 

RELEVANT SUGAR PRICE 

 

 

 

 

 

 

 

 

 

 

 

 

 

Broadly, the price of cane paid by Wilmar is determined using a formula which is based on two key variables: 

the commercial cane sugar (CCS) content of a growers’ cane and the relevant sugar price.  

 

The Relevant Sugar Price used in the cane payment formula is based on a grower’s applicable Net Pool Prices 

less the Weighted Average Advances Finance Charge. It is determined by the Pricing Mechanisms and 

Advances Options in which a grower participates. 

Payments scheduled under the COD Advances Option are to be calculated separately from the Default 

Advances Option.  

This gives rise to two different Relevant Sugar Prices:  

 Net IPS Price, which is for used for all payments under the Default Advances Option 

 COD Price, which is used for payments under the COD Advances Option 

Where: 

 The COD Price (applicable to the COD Advance option only) is the weighted average net price, 

expressed in AUD/tonne IPS of Nominal Sugar Exposure Tonnes allocated to a Forward Pricing 

Mechanism and which has been priced, less the Weighted Average Advances Finance Charge 

 Net IPS Price = Weighted Average Net Pool Price for all other Nominal Sugar Exposure Tonnes, less 

the Weighted Average Advances Finance Charge 
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COD PRICE AND NET IPS PRICE 

A grower’s COD Price is only based on that portion of a Grower Nominal Sugar Exposure Tonnes that is 

allocated to a Forward Pricing Mechanism where the pricing has been completed, and the COD Advances 

Option is chosen.  The balance of unpriced forward pricing exposure is used in the determination of the Net IPS 

Price for all other exposure. 

A grower’s Net IPS Price is calculated by averaging the Net Pool Price of each of the Pricing Mechanisms 

applicable to them (excluding that portion of the Forward Pricing Mechanisms eligible at that time to be paid 

under the COD Advance option), weighted by the proportion of the Grower Nominal Sugar Exposure Tonnes 

they have allocated to those Pricing Mechanisms and deducting their average Advances Finance Charge. The 

Advances Finance Charge depends upon the Advances Options chosen by that grower.  

Table 1 below shows the relationship of Net IPS Price and COD Price to Pricing Mechanisms and Advances 

Options. Pricing Mechanisms, and pricing achieved, determine if Net IPS or COD Price is used to determine the 

Relevant Sugar Price. 

Table 1 

Forward Pricing Mechanisms Other Pricing Mechanisms 

Priced Unpriced Pool 1 Pool 2 Pool 3  

COD Advances 
Option 

Other Advances Options 

COD Price Net IPS Price 

The Net Pool Price is the Gross Pool Price (ICE #11 or ICE#16 hedged price) plus the Allocation Account Amount, 

which is used to allocate of marketing premiums and costs to Pricing Mechanisms. Chapter 7 outlines this in 

more detail. 

WEIGHTED AVERAGE ADVANCES FINANCE CHARGE 

The Advances Finance Charge is the amount charged to cover the cost incurred in providing an Advances 

Option. The cost incurred includes such things as bank charges, line fees, establishment fees and interest. Each 

Advances Option will have its own Advances Finance Charge. 

The Advances Finance Charge will be an estimate initially, with the final amount determined at the end of the 

season taking into account the total actual Advances Finance Costs incurred and paid by Wilmar in respect of 

providing all Advance Options. The Advances Finance Costs will be allocated by WSA to each Advances Option 

as an Advances Finance Charge on a cost recovery basis. 

A grower’s Weighted Average Advances Finance Charge will be based on their chosen Advances Options. It is 

calculated by averaging the Advances Finance Charge of each of the Advance Options applicable to a grower, 

weighted by the proportion of the Grower Nominal Sugar Exposure Tonnes a grower has allocated to those 

Advances Options.  
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ADVANCES AND PREPAYMENTS 

Wilmar Sugar will offer growers different options by which they can choose to be paid for their cane supply.  

Each option has a different timing as to when the payments will be made and the extent of the payment.  

Payment Options consist of: 

a) Prepayments 

b) Default Advances Option 

c) Deferred Advances Option 

d) Cash on Delivery Advance Option (COD Advances Option) 

PREPAYMENT 

 

 

 

 

The intention of the Prepayment is to provide for an amount which is approximately equivalent to the cost of 

planting cane in the relevant season, and will be determined in discussion with growers.  

Growers will be charged an interest rate on the Prepayment amount. Wilmar will advise the interest rate to be 

charged on the Website at least 30 days prior to the Nomination Close Date at the end of February prior to a 

relevant season. 

Growers will be able to nominate to Wilmar Sugar via the Website the amount of Nominated Tonnage that 

they wish to allocate to this option by the Nomination Close Date; 

The Prepayment amount, and accrued Prepayment Interest, will be repaid from any Cane Payments made to a 

grower once the season’s crushing commences until such time the Prepayment amount and accrued 

Prepayment Interest is repaid in full. 

ADVANCES 

 

 

 

 

 

Various advance options will be offered from time to time. 

A grower may allocate all or a proportion of their total Cane Delivery Tonnes for a season (referred to as Cane 

Supply Tonnes) to an Alternate Advances Option subject to the terms and conditions of the relevant Alternate 

Advances Option.  Each Advances Option has a different timing as to when the payments will be made and the 

extent of the payment. 

A grower may elect a payment option where a payment is made by the 31 March prior to the commencement 

of the season (Prepayment).   

Under this option a grower will be paid an amount up to a maximum equivalent to $X/tonne cane for the 

tonnage allocated to this option. 

Advance payments reflect the pricing and pooling decisions made by the grower. Advance payments are 

based on the Cane Delivery Tonnes and the Relevant Sugar Price determined for the Default or Discretionary 

Pricing Mechanism applicable, for each Advances Option selected.  

The timing of these payments is also determined by the Advances Rate relevant to the Advances Option 

selected. Initially three Advances Options will be provided by WSA, with further options potentially being 

made available in future. 
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Current Advances Options are: 

 Default 

 Deferred  

 COD 

 

Other Alternate Advances Options may be offered from time to time, the terms of which will be published in a 

separate document, together with the likely Advances Finance Charge that will be applied. 

DEFAULT ADVANCES OPTION 

The Default Advance option is similar to the advance scheme currently provided by QSL to its suppliers. Where 

a grower does not choose an Alternate Advances Option, the Default Advances Option will apply.  

DEFERRED ADVANCES OPTION 

The Deferred Advances Option defers the first cane payment under any Advance Option until immediately after 

the first 1 July of the relevant season (as a season may exceed 12 months). 

COD ADVANCES OPTION 

The COD Advances Option provides for minimum 90% of the estimated cane payment on delivery of cane 

based on the COD price (see below). It can only apply to that portion of cane related to Grower Nominal Sugar 

Exposure Tonnes that have been allocated to a Forward Pricing Mechanism and been priced, or part thereof. 

 

TIMING OF PAYMENTS 

 

 

 

 

 

 

Prepayments are those where the grower has elected to receive payment by 31 March prior to the 

commencement of the Season (see above).  

Payments under an Advances Option are called Advance Payments and consist of Delivery Payments, 

Adjustment Payments and a Final Adjustment Payment. 

Payments are made either as: 

a) Prepayments 

b) Advance Payments 

a. Delivery Payments 

b. Adjustment Payments 

c. Final Adjustment Payment 
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Advance Payments are made in line with the profile of the Advances Option chosen as determined by  the 

applicable Advances Rate.  

WSA will for each Advance Option set an Advance Rate for each month of the season before the Nomination 

Close Date of the Season and will review, and may reset, that Advance Rate each month during the season. The 

monthly Advance Rate for each month and any change to the monthly Advance Rate will be published on the 

Website and will be set and reviewed having regard to: 

i. expected cash flow from WSA’s sales of Sugar; 

ii. the margin calls WSA may need to pay on forward pricing; and 

iii. available funding on terms  commercially acceptable to WSA . 

The Advance Rate for the Default Advances Option will be a minimum of 60% in the first month of the season. 

The COD Advances Rate will be at all times the greater of 90% or the Advances Rate for the Default Advances 

Option.  

Delivery Payments are the payments to growers for each Delivery of Cane.  

Adjustment Payments are calculated and paid to the grower throughout the season to ensure the grower is 

receiving progress payments for the Cane delivered. The Adjustment Payments will incorporate any changes to 

the final Net IPS Price or COD Price, changes to CCS since the last estimate, changes to the Advance Rate or 

changes to the grower’s estimated or final Cane Supply Tonnes.  

The Final Adjustment Payment finalises cane payments for the season. 

As soon as practicable following the completion of a relevant season, Wilmar will make a determination of the: 

 Net IPS Price or COD Price based on the Net Pool Price for each Pricing Mechanism;  

 A grower’s CCS (Relative); 

 Any allowances payable; 

 A grower’s Total Cane Supply Tonnes and grower Nominal Sugar Exposure Tonnes; and 

 Total amount of any payments made under an Advances Option during or prior to the season. 

Within 7 Business Days of the end of the season WSA will calculate and pay to the grower a Final Adjustment 

Payment.  The completion of the season will be based on the date that the final shipment of sugar produced by 

WSA during that season is sold to WST and shipped from the bulk sugar terminals. 
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GROWER PRICE RISK MANAGEMENT 

Grower price risk management is enabled by Wilmar calculating Grower Nominal Sugar Exposure Tonnes and 

facilitating the grower making decisions about how the risk on this exposure is managed.  

Wilmar enables the grower to ‘allocate’ their Grower Nominal Sugar Exposure Tonnes to various Forward 

Pricing Mechanisms (Call or Target pricing) or fixed-tonnage pools. In doing so, Wilmar agrees that the pricing 

outcomes achieved in each of these pricing methods will determine the price Wilmar receives for that portion 

of its sugar. In turn, this same price will be used by Wilmar as the basis for determining the grower’s cane 

payment. 

 

GROWER NOMINAL SUGAR EXPOSURE  

 

 

 

Grower Nominal Sugar Exposure Tonnes = 0.009 x (CCS – 4) x Cane Supply Tonnes / IPS Conversion Factor  

Until a grower’s final Cane Supply Tonnes are known, Estimated Grower Sugar Exposure Tonnes will be used. 

The Estimated Grower Sugar Exposure Tonnes will initially be based on a grower’s Nominated Tonnage as at 

the Nomination Close Date in February prior to the harvest, as follows: 

Estimated Grower Sugar Exposure Tonnes = 0.009 x (CCS - 4) x Nominated Tonnage / IPS Conversion Factor  

A grower’s Nominated Tonnage is a volume of cane based on a grower’s Nominated Area and their five year 

production and relative CCS history which is nominated by the grower and accepted by WSA.  

Subsequent ongoing crop estimates by WSA will continue to change a grower’s Estimated Grower Sugar 

Exposure Tonnes until such time as crushing is complete and a grower’s Cane Supply Tonnes, CCS (Relative) and 

the IPS Conversion Factor have been finalised. 

PRICING MECHANISMS  

 

 

 

 

Growers are provided with a range of Pricing Mechanisms to which their Grower Nominal Sugar Exposure 

Tonnes can be allocated.   Pricing Mechanisms consist of both Default Pricing Mechanisms and Discretionary 

Pricing Mechanisms.   

A grower can allocate specified proportions of their estimated Grower Nominal Sugar Exposure Tonnes 

(Estimated Grower Sugar Exposure Tonnes) to Discretionary Pricing Mechanisms. Limits are placed on the 

percentage of Estimated Grower Sugar Exposure Tonnes that can be allocated to Discretionary Pricing 

Mechanisms, and the minimum proportion therefore allocated to Default Pricing Mechanisms.   

Grower price risk management is effected through management of the ICE#11 component of the net sugar 

price. Growers can exercise choice directly through Discretionary Pricing Mechanisms, or indirectly through 

pool or pool manager selection; to determine the ICE#11 price outcome for their Grower Nominal Sugar 

Exposure Tonnes. 

Until the end of the crushing for a season, Grower Nominal Sugar Exposure Tonnes is just an estimate. 

Nevertheless, subject to limits, a grower can allocate a portion of the Estimated Grower Sugar Exposure to 

pools before the Season commences.  
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Any Estimated Grower Sugar Exposure that is not allocated by the Grower to a Discretionary Pricing 

Mechanism will be automatically allocated to the Default Pricing Mechanisms. All Pricing Mechanisms will be 

managed by Wilmar Sugar Trading as the agent for WSA. 

 

 

Default Pricing Mechanisms are: 

• Production Risk Pool and 

• US Quota Pool.    

Discretionary Pricing Mechanisms consist of: 

• Forward Pricing Mechanisms  

• Pricing Mechanisms operated by Wilmar; and 

• Third Party Pricing Mechanisms 

Forward Pricing Mechanisms consist of:  

• Call Pricing Mechanism and  

• Target Pricing Mechanism.   

DEFAULT PRICING MECHANISMS 

To allow WSA to manage seasonal variability in the actual quantity of cane supplied to Wilmar, a maximum of 

70% of Estimated Grower Sugar Exposure Tonnes can be allocated to Discretionary Pricing Mechanisms. 

Accordingly, a minimum of 30% of Estimated Grower Sugar Exposure Tonnes must therefore be allocated to 

the Default Pricing Mechanisms. 

PRODUCTION RISK POOL 

The Production Risk Pool is managed by Wilmar and used to manage seasonal variability in the actual quantity 

of cane supplied to Wilmar.  

Because of the limits imposed on the amount of Estimated Grower Sugar Exposure Tonnes which a Grower can 

allocate to Discretionary Pricing Mechanisms and because WSA is taking responsibility for managing the pool in 
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light of changing crop estimates, growers will bear no risk or cost of Production Shortfalls in the Production Risk 

Pool in the event that Wilmar’s management of the Production Risk Pool is outside the Pricing Mechanism 

Terms and places the pool in a situation where it is over-hedged or over-sold with respect to sugar sales. 

US QUOTA POOL 

The US Quota Pool is for any raw sugar exported under the US Quota, which is priced against the ICE 16 Futures 

Contract.  

The US Quota is allocated by the Australian Department of Agriculture to all Australian sugar producers based 

on their production records for the past two financial years, regardless of whether production was exported to 

the USA or not. Wilmar will use such portion of its US Quota as it determines, consistent with the objective of 

achieving superior returns relative to other non US Quota markets.  

If Wilmar uses any portion of the US Quota, then a US Quota Pool will be made available to growers in that 

season, with growers and Wilmar sharing exposure in the pool in proportion to their Sugar Exposure Tonnes. 

It is expected that the US quota will account for up to a maximum of 5 per cent of Grower Nominal Sugar 

Exposure, but more usually 2-3 per cent. 

DISCRETIONARY PRICE MECHANISMS 

Various Discretionary Pricing Mechanisms will be offered from time to time. The risk management objectives, 

strategies and terms and conditions for these Pricing Mechanisms will be explained in “Pricing Mechanism 

Terms” documents published separately and available on the Website. 

From the Nomination Close Date during the February prior to the commencement of crushing for a relevant 

season, the portion of a Grower Estimated Sugar Exposure Tonnes that can be allocated to Discretionary Pricing 

Mechanisms will increase to no more than 70%, in order to allow for seasonal variability in the actual quantity 

of cane supplied. 

WILMAR MANAGED PRICING POOLS 

Various generic Pricing Mechanisms will be available, with each being managed according to different risk 

profiles (e.g. “low”, “medium”, “high”) and potentially utilising different Risk Management Contracts including 

sugar and currency futures contracts, options, bank swaps and other derivative-based products. 

One of the Wilmar Managed Pricing Mechanisms will have a risk management strategy which is very similar to 

the way Wilmar manages its own sugar price risk exposure in order to provide growers with sugar prices that 

are similar to that achieved by Wilmar on its own sugar price risk exposure. 

FORWARD PRICING MECHANISMS 

Forward Pricing Mechanisms offered are the Call Pricing Mechanism and the Target Pricing Mechanisms. 

THIRD PARTY PRICING MECHANISMS 

Pricing Mechanisms may be available that will be managed by a Third Party Manager on terms and conditions 

reviewed and approved by Wilmar. Such Pricing Mechanisms would be subject to adequate support from 

groups of growers to warrant them.  
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ALLOCATION OF GROWER NOMINAL SUGAR EXPOSURE TO PRICING MECHANISMS 

 

 

 

 

 

 

DISCRETIONARY TONNAGE 

The Discretionary Tonnage is the amount of a Grower Nominal Sugar Exposure Tonnes allocated to the 

Discretionary Pricing Mechanisms. It is calculated on the basis of Nominated Tonnage (see above). 

The Discretionary Tonnage is calculated to allow for the risk that a grower may not be able to supply some of 

the Nominated Cane Tonnage as a result of conditions or events beyond their reasonable control. It is set at a 

maximum of 70% of a Grower Estimated Sugar Exposure Tonnes as at the Nomination Close Date at the end of 

February preceding a season. 

Additionally, there are limits on the amount of Discretionary Tonnage that can be allocated to Forward Pricing 

Mechanisms for particular forward seasons. Wilmar will publish these limits on the Website. The maximum 

allowable percentage permitted under forward pricing is different for each season (dependent on how many 

years until a season commences). The limits for 2017 season and applicable for all growers in all of Wilmar 

Sugar’s regions are: 

 From the Nomination Close date preceding a season  Maximum 70% (Currently 60%) 

 From 1 July one year ahead of a season   Maximum 60% (Currently 50%) 

 From 1 July two years ahead of a season  Maximum 50% (Currently 40%) 

 From 1 July three years ahead of a season  Maximum 40% (Currently 30%) 

 

GROWER CANE SUPPLY OBLIGATIONS 

 

 

 

The Committed Cane Tonnage is calculated below as A divided by B, where:  

A = the sum of the US Quota Tonnage and Discretionary Tonnage allocated to Discretionary Pricing 

Mechanisms  

B = 0.009 x (CCS (relative) - 4) / IPS Conversion Factor 

As outlined above, Grower Nominal Sugar Exposure Tonnes can be determined after a crushing season when 

the total Cane Tonnes supplied by the Grower are known. At the Nomination Close Date a grower’s 

Nominated Tonnage of cane is used to determine their Estimated Grower Sugar Exposure Tonnes.  

The Grower can then allocate a proportion of their Estimated Grower Sugar Exposure Tonnes to the various 

Discretionary Pricing Mechanisms according to the limits detailed below. Should a grower elect to participate 

in Discretionary Pricing Mechanisms, they will have an obligation to supply cane tonnes to cover the sugar 

exposure tonnes allocated.  

The Grower is obligated to supply a sufficient quantity of Cane to cover the Grower Nominal Sugar Exposure 

Tonnes allocated to the US Quota Pool and any Discretionary Pricing Mechanisms.  
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A grower must deliver adequate Cane Supply Tonnes equal to or greater than the Committed Cane Tonnage.  

Where this is not the case a Committed Cane Shortfall occurs. In the event of any Committed Cane Shortfall 

(i.e. when a Grower’s Nominal Sugar Exposure Tonnes are insufficient to meet US Quota Tonnage and 

Discretionary Tonnage allocations), Wilmar will manage the financial exposure under Risk Management 

Contracts relevant to that shortfall, to minimise the financial impact and in the following priority.  

Where one or more Price Requests for a Forward Pricing Mechanism have not been fulfilled when a Committed 

Cane Shortfall becomes known to Wilmar, the unfulfilled Price Requests will be cancelled, starting with the 

highest requested price through to the lowest.  

If the Price Requests for a Forward Pricing Mechanism have been fulfilled when the Committed Cane Shortfall 

becomes known, Wilmar may minimise the financial exposure associated with the shortfall for an amount 

equivalent to the Committed Cane Shortfall, and calculate a Washout Adjustment. Unless otherwise agreed, 

this Washout Adjustment will take place at the Pricing Completion Date in February during the relevant season. 

In the case where a Committed Cane Shortfall needs to be apportioned to another Discretionary Pricing 

Mechanism (i.e. a pool) WSA will calculate a Washout Adjustment to ensure that other participants in that pool 

are not adversely affected. In effecting the calculation, the Washout Adjustment will seek to keep the relevant 

Gross Pool Price forecast as would have been the case had a shortfall not occurred. Again, unless otherwise 

agreed, this Washout Adjustment will take place at the Pricing Completion Date in February during the relevant 

season. 

At the conclusion of the relevant season, and as soon as practicable after 30 June, WSA will undertake a Final 

Washout Adjustment for any grower with a Committed Cane Shortfall, to account for any change in the 

quantity of the Committed Cane Shortfall which might have occurred after the Pricing Completion Date (e.g. as 

a result of ongoing change to the US Quota Pool). 

The Washout Adjustment will be applied to the grower's Cane Payment by means of a deduction or addition as 

applicable. 

A grower may not claim Force Majeure relief in the event that they do not supply the Committed Cane 

Tonnage. However, should a grower fail to deliver Committed Cane Tonnage for a season due to mechanical 

breakdown on any WSA-operated or controlled milling facilities, the grower will not be obligated to make 

payments for Washout Adjustments to the extent that the Committed Cane Shortfall was due to WSA.   
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DETERMINATION OF GROSS AND NET POOL PRICES  

As outlined above, the sugar price used in the cane payment formula to determine the cane price paid to the 

grower, the Net Pool Price must be calculated.  

The Net Pool Price for a Pricing Mechanism is the Gross Pool Price after the deduction of the Allocation Account 

Amount for that Pricing Mechanism. Wilmar will publish an estimate of the Net and Gross Pool Prices and the 

Allocation Account Amount for each Pricing Mechanism throughout the Season.  

The Gross Pool Price is the net weighted average price per tonne actual, determined based on the hedging 

undertaken utilising Risk Management Contracts in each Pricing Mechanism. The Allocation Account Amount 

incorporates all the premiums, expenses and costs from Wilmar's storage, handling and marketing of raw 

sugar. The calculation of the Allocation Account Amount is detailed below.  

NET POOL PRICE 

 

 

 

 

The Net Pool Price encompasses:  

 A Gross Pool Price, being the ICE#11 (or ICE#16 for US Quota) price; and 

 An allocation of marketing premiums and costs (Allocation Account Amount). 

 

GROSS POOL PRICE (ICE#11 OR ICE#16)  

 

 

 

 

Specifically, the Gross Pool Price for a Pricing Mechanism is the net weighted average USD price per Tonne 

Actual of all the sugar Risk Management Contracts (including option premiums), entered into by WSA in respect 

of that Pricing Mechanism converted to AUD per Tonne IPS as a consequence of the currency Risk Management 

Contracts entered into by WSA in respect of that Pricing Mechanism and the application of the IPS Conversion 

Factor. The Gross Pool Price is calculated prior to any regional or polarisation premiums being added or any 

costs to cover storage/handling prior to shipment, finance charges to cover advances and marketing costs 

being deducted. 

If a Forward Pricing Mechanism provides for a grower to individually price a portion of their Grower Nominal 

Sugar Exposure, the Gross Pool Price will be calculated by reference to Tonnes Actual allocated to that Forward 

Pricing Mechanism by the grower. 

 

The Gross Pool Price is the price per tonne of sugar before marketing premiums and costs are taken into 

consideration.  

 

Gross Pool Price = Net Weighted Average USD price per tonne actual x USD/AUD exchange rate x IPS Conversion 

Factor 

 

The Net Pool Price is the Gross Pool Price after the allocation of marketing premiums and costs. Marketing 

premiums include polarisation premiums and physical premiums. Marketing costs include sugar storage and 

handling costs, margin funding costs, pricing and marketing administration costs. The elements that 

determine the final cane payment are outlined in this section.  
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ALLOCATION ACCOUNT AND ALLOCATION ACCOUNT AMOUNT 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ELEMENTS OF MARKETING PREMIUMS  

PPA ICE11 NET PREMIUM 

The PPA ICE 11 Net Premium means the weighted average Net Premium in respect of ICE 11 Contracts (ICE 11 

Net Premium) paid to WSA from all WST sales contracts for the sale of Sugar supplied by WSA, excluding those 

sales contracts for the sale of Sugar under the US Quota which are covered by the PPA ICE 16 Net Premium. 

PPA ICE 16 NET PREMIUM 

The PPA ICE 16 Net Premium means the weighted average Net Premium in respect of ICE 16 Contracts (ICE 16 

Net Premium) paid to WSA from all WST sales contracts under the US Quota for WSA supplied sugar. 

NET PREMIUM 

The Net Premium on a physical sugar contract will be the amount charged by WST to a customer under a sales 

contract for Sugar over and above the invoiced or underlying ICE Contract price net of the associated Permitted 

Deductibles. It includes the Polarisation Premium, Physical Premium, Freight Premium (i.e. the difference 

between the freight charged to an end-customer and the actual sea fright paid) and spread gains or losses. 

 

The Allocation Account contains the premiums and costs associated with marketing the sugar, storing and 

handling the sugar, and providing marketing, pricing, pooling and administrative services. It is equivalent to 

the QSL Shared Pool, without the financing costs associated with advances. The Allocation Account Amount 

(expressed in AUD/tonne IPS) equals: 

PPA ICE 11 Net Premium (except for the US Quota Pool which will use the PPA ICE 16 Net Premium)   

plus 

Arbitrage Premium; 

less 

WSA Hedging Finance Charges; 

less 

WSA Marketing Services Charge; 

less 

WSA Direct Marketing and Operating Expenses; 

less 

WSA Administration Charge (which is applicable to the Forward Pricing Mechanisms only). 
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Permitted deductibles are those costs incurred by WST as a direct result of the sales transaction, such as: 

 freight and insurance costs; 

 stevedoring, supervisor, outturn surveyor and other shipper’s costs; 

 ICE Contract execution and brokerage costs incurred in the normal course to effect the sale; 

 the finance charge  associated with initial and subsequent margin calls incurred in respect of the sale; 

 any finance charges incurred as a direct result of cashflow timing differences between when WST pays 

WSA for Sugar purchased and when WST receives payment from the sale of that Sugar to their 

customers; 

 any costs incurred by WST as a result of an agreement by WSA to supply Sugar of quality other than 

Brand 1; and 

 any other direct costs incurred by WST in order to effect that sale, including by way of example, sales 

commissions to third parties.   

The Net Premium will be either calculated versus an ICE 11 Contract for all pools other than the US quota, or 

versus an ICE 16 Contract for the US Quota Pool. 

An example of the Net Premium Calculation, including Permitted Deductibles, is provided in Appendix 1 below.  

ARBITRAGE PREMIUM 

WST may be able to capture arbitrage opportunities using the international sugar trading activities of WST and 

the existence of both WSA Sugar and non-WSA (other-origin) sugar.  

The principle behind the Arbitrage Premium is that arbitrage relies upon the synergy created from having two 

large and diverse trading ‘books’ of sugar, something that would not otherwise be available under the existing 

Queensland marketing arrangements.  

The Arbitrage Premium is calculated as: 

(A –B) + C  

Where: 

 A is the value WSA would have received from the Net Premium on a sale of physical Sugar (in USD) 

(being the Net Premium of that sale multiplied by the Tonnes Actual for that sale), before the effect of 

an Arbitrage; and 

 B = the value WSA actually received from the Net Premium on a sale of physical Sugar (in USD) (being 

the Net Premium of that sale multiplied by the Tonnes Actual for that sale), after the effect of the 

Arbitrage; 

 C = the amount expressed in USD which is equal to 50% of the net value created by the Arbitrage 

relevant to a particular sale of WSA produced sugar 

The Arbitrage Premium is 50% of the net positive value created when WST captures an arbitrage opportunity 

for a specific cargo or contract of raw sugar. Fifty percent of the value will be retained by WST for their own 

account, and 50% will flow back into the price received for all WSA sugar. The aggregate dollar amount of all of 

the arbitrage opportunities captured during a season will be divided by all tonnes supplied to WST by WSA, to 

create a USD per tonne amount which will supplement the Net Pool Price for all Pricing Mechanisms. 

The net value for an Arbitrage Premium is derived from the financial consequences of any combination of 

transactions such as the establishment and/or unwinding of physical sugar trading transactions, ICE Contracts, 

freight contracts and financing arrangements. Only arbitrage trades that generate a positive net value will be 
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deemed an Arbitrage Premium. An example of how the Arbitrage Premium may be created and calculated is 

provided in Appendix 2 below.  

 

ELEMENTS OF MARKETING COSTS 

WSA HEDGING FINANCE CHARGES 

The WSA Hedging Finance Charges comprise the bank and clearing account charges and interest incurred by 

WSA in relation to the funding of initial and subsequent margins for futures hedging. 

WSA MARKETING SERVICES CHARGE  

The WSA Marketing Services Charge is AUD$2.50 per tonne IPS, which approximates that cost incurred by QSL 

in recent seasons. This will be escalated annually in accordance with the increase in average weekly ordinary 

time earnings (AWOTE) published by the Australian Bureau of Statistics over the relevant period.  Initially, the 

period over which the variation will be calculated is from 1 July 2014 to the commencement date of the 2017 

Season.  This charge covers the following management and administration services provided by Wilmar:  

 Pricing and pooling; 

 The negotiation and administration of storage and handling undertaken by third parties (not including 

any costs for the physical storage and handling of sugar); 

 Arrangement of finance for futures margins and Advances Options, but does not include amounts 

payable by the grower as WSA Hedging Finance Charges or the Advances Finance Charges; 

 The management of foreign exchange exposure and conversion of USD receipts to AUD, but does not 

include amounts payable by the grower as WSA Hedging Finance Charges; 

 Preparation of Marketing Guides and Pricing Mechanism Terms; 

 Provision of IT services necessary to administer pooling, pricing, financing and the advances processes; 

 The cost of having the Certification Report produced in accordance with the SPRA; and 

 Preparation and distribution of all relevant reports referred to in this Agreement or the CSA. 

 

WSA DIRECT MARKETING AND OPERATING EXPENSES 

The WSA Direct Marketing and Operating Expenses comprise the direct costs and expenses incurred by Wilmar 

in the provision of pricing, pooling, financing, storage and handling, insurance and other activities related to the 

marketing and sale of raw sugar including: 

 Storage, handling and loading of raw sugar; 

 Any Australian government export related permits and charges (e.g. AQIS certification); 

 Logistics costs associated with the movement of raw sugar from one place to another for operational, 

quality or contingency reasons or any other reason which facilitates the proper management of port 

storage facilities; 

 Sugar quality sampling and analysis; 

 Insurance costs for raw sugar in storage in the terminals; 

 Execution and brokerage incurred by WSA in relation to Risk Management Contracts; and 

 AUD$0.20 per Tonne Actual in respect of harbour dues. 
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Wilmar will not pass through any service fee or charge levied by WST under the SPRA for performing the 

services required to be performed by WST under the SPRA. 

WSA ADMINISTRATION CHARGE 

The WSA Administration Charge is applicable only to the Forward Pricing Mechanisms. It is the administration 

fee (AUD$3 per Tonne Actual) payable by a grower to WSA in respect to all Discretionary Tonnes applied by the 

grower to a Forward Pricing Mechanism. 
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REPORTING 

A Grower Consultative Group will be created to facilitate communication and transparency between growers 

and Willmar in relation to pricing and marketing activities, and will receive comprehensive market sensitive 

information on a confidential basis in respect to pricing and marketing reports. Refer to Chapter 9 below for 

more detail on the role and composition of the Grower Consultative Group.    

In addition to the extensive reports provided to the Grower Consultative Committee, monthly reporting will be 

available to all growers summarising pricing, pooling and advances to date for all pricing pools, as well as 

forecast final Net Pool Prices. In addition, at the end of each season, an Annual Marketing Report will be 

provided to all growers outlining marketing outcomes and determinants of the final Net Pool Prices for the 

season.  

The detail of these reports is available in Schedule 6 of the CSA, and reflected in Section 8 of the SPRA (the 

obligations set out in Schedule 6 of the CSA are also copied in Schedule 3 of the SPRA). Growers will also 

receive, via the Website, the Auditors Certification Statement, and the Grower Consultative Group will receive 

the Auditors Certification Report (see Chapter 10 below regarding Assurance for details of the Certification 

Audit).  

GROWER REPORTING  

 

 

 

 

A Monthly Net Pool Price Report will provide details on the Net Pool Price of each Pricing Mechanism, including 

a forecast of the final Allocation Account Amount and its major components. 

Specifically it will include: 

 The forecast final Net Pool Price and its major components for each Pricing Mechanism; 

 The forecast final Allocation Account Amount and a summary of its major components for each Pricing 

Mechanism; 

 A sensitivity matrix showing the variation in the forecast final Net Pool Price against movements in 

sugar prices and FX rates; 

 A schedule setting out the timing and proportion of amounts to be paid under each Advances Option 

relative to the applicable Advances Rate, the Advances Finance Charge and the forecast final Net Pool 

Price for each Pricing Mechanism after deduction of the Advances Finance Charge. 

An example Monthly Net Pool Price Report is provided in Appendix 3. 

At the end of each season, WSA will produce an Annual Net Pool Price Report on pooling, pricing and advances. 

The report will be made available to all growers and summarise the marketing outcomes and the major 

elements used to determine the final Net Pool prices for the season. The Annual Net Pool Price Report will be 

made available through the website within 7 days of the last day of the Season.  

 

 

A level of reporting will be provided to all growers. WSA will produce monthly marketing reports for growers 

summarising pricing, pooling and advances to date for all pricing pools as well as the forecast final pool prices. 

These reports will also set out estimated Net Pool prices and the major revenue and costs components from 

the Allocation Account. 
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GROWER CONSULTATIVE GROUP REPORTING 

MONTHLY REPORTING 

A comprehensive suite of monthly reports will be provided to the Consultative Group via a Monthly 

Consultative Group Marketing Report which will contain the following: 

 The Monthly Pricing Report; 

 The Monthly Premium Report; 

 The Monthly Marketing Report; 

 The forecast final Allocation Account Amount for each Pricing Mechanism and a detailed summary of 

all its components; (An example of the calculation of the Allocation Account Amount is provided in 

Appendix 7). 

 A schedule setting out the timing and proportion of amounts to be paid under each Advances Option 

relative to the applicable Advances Rate, the Advances Finance Charge and the forecast final Net Pool 

Price for each Pricing Mechanism after deduction of the Advances Finance Charge; (an example of this 

report is provided in Appendix 3). 

Note that to preserve the anonymity of the customers as required by confidentiality requirements the reports 

to be provided by WST to WSA may redact the name of the customers to whom WST sells Sugar. 

MONTHLY PRICING REPORT 

The Monthly Pricing Report will provide hedged and mark-to-market prices in USD and AUD and price 

sensitivities for each Pricing Mechanism.  

Specifically, it will contain the following: 

 for each Pricing Mechanism by reference to ICE Contract Month and in total: 

o Sugar exposure in Tonnes Actual and number of Lots 

o number of Lots priced and unpriced 

o weighted average price in USD c/lb of Lots priced;  

o current market price in USD c/lb; 

o USD exposure; 

o USD hedged, FX hedged rate and AUD hedged amount; 

o USD unhedged, and current FX rate; 

o total hedged sugar value in AUD/tonne applying the relevant FX Rate; and 

o marked to market sugar value in AUD/tonne applying the relevant FX Rate; 

 a matrix of sugar price sensitivities, showing the range of resulting sugar prices in AUD/tonne as a 

result of possible movement in both sugar and currency markets and their impact on the hedged and 

unhedged components of each Pricing Mechanism; 

 performance against agreed benchmarks  

An example of the Monthly Pricing Report is provided in Appendix 4.  
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MONTHLY PREMIUM REPORT 

The Monthly Premium Report will provide details on the components of Net Premiums, including the ICE 

premiums and Arbitrage premiums and details of related party transactions.  

Specifically it will contain the following: 

 all information related to the calculation of the Net Premium including: 

o details of each purchase of sugar from WSA, including:  

 crop year; 

 purchase reference number; 

 vessel name; 

 shipment date; 

 Tonnes and quality (polarisation and specification) of Sugar priced and purchased by 

WST from WSA; 

 ICE Contract Month under which the Sugar was priced with WSA under the AA 

mechanism and date of price registration; 

 Net Premium; and 

 Arbitrage Premium; 

o details of each sale of Sugar by WST, including: 

 market destination; 

 sale reference number; 

 whether the sale is to a Wilmar Related Party;  

 basis of sale (e.g. CNF, CIF, FOB, Fixed Price etc.);  

 ICE Contract type (e.g. ICE 11 Contract or ICE 16 Contract) and ICE Contract Month 

under which the Sugar was sold by WST to their customer;  

 ICE Contract price invoiced to the WST customer or the ICE Contract close out price 

for WST in respect of a fixed price sale where the invoice price does not explicitly 

reference an ICE Contract price; 

 Net Premium and components including: 

 Physical Premium; 

 Polarisation Premium; 

 Freight Premium and components including Freight Cost and Freight 

Charge; 

 Spread Gains and Spread Losses; and  

 Permitted Deductibles; and 

 Arbitrage Premium basis and calculation 

o all information related to the calculation of: 

 ICE 11 Net Premium;  

 ICE 16 Net Premium; and 

 WST Arbitrage Premium. 

 Information on other-origin non-WSA sugar going to WSA-supplied sugar destinations (see Assurance 

section below) 

 Information on Related Party transaction (see Chapter 10 below regarding Assurance) 

An example of the Monthly Premium Report is provided in Appendix 5.  
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MONTHLY MARKETING REPORT 

The Monthly Marketing Report will provide information on actual and forecast sales of sugar to customers and 

market destinations. Note that to preserve the anonymity of the customers as required by confidentiality 

requirements the reports to be provided by WST to WSA may redact the name of the customers to whom WST 

sells Sugar. 

Specifically it will contain the following: 

 the total quantity of Sugar sold to each customer and each market destination for the preceding 

season;  

 the total quantity of Sugar sales to each customer and each market destination against the forecast 

set out in the Marketing Plan; 

 the revised forecast total quantity of Sugar sales to each customer and each market destination as and 

when actual sales occur; 

 a breakup of the forecast and actual Sugar sales to each customer into those shipments during and 

outside the Crushing Season; 

 a breakup of the quantity of Sugar sales to each customer into “sold” and “unsold” categories;  

 forecast total Sugar sales by volume over the forthcoming months  

 an estimate of the expected volume of Sugar being sold or allocated to US Quota sales. 

An example of the Monthly Marketing Report is provided in Appendix 6.  

 

ANNUAL CONSULTATIVE GROUP MARKETING REPORT 

WSA will produce a final Consultative Group Monthly Marketing Report (Annual Consultative Group Marketing 

Report) which will contain the final monthly reports described above and detailing the final Gross Pool Price, 

Allocation Account Amount, and Net Pool Price for each Pricing Mechanism and the Advances Finance Charge 

for each Advance Option. 
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GROWER CONSULTATIVE GROUP 

A Grower Consultative Group is to be created in order to facilitate closer communication and transparency 

between growers and Wilmar in relation to grower pricing and sugar marketing activities. The Grower 

Consultative Group will be provided full details in respect to all relevant pricing and marketing reports, which 

includes market sensitive information that cannot be distributed to all growers.  

MEMBERSHIP OF THE CONSULTATIVE GROUP 

 

 

 

Nominations can be made by: 

 A grower, or group of growers, who together supplied more than 100,000 tonnes of cane on average 

over the last 3 years and is not a member of a Growers’ Representative or other grouping of growers 

 A Growers’ Representative, or a Group of Grower’s Representatives, which has at least 150 members 

who together supplied more than 500,000 tonnes of cane on average over the last 3 years 

The person nominated by the groups above may be a grower or a third party engaged by the grower or 

growers’ Representative. 

A Consultative Group Representative must have no conflict of interest. 

Consultative Group Representatives will be required to sign a Confidentiality and Conflict of Interest 

Agreement. 

Each Consultative Group Representative will be required to retire at the end of every three years but are 

eligible for re-nomination provided they do not serve for more than 9 years in total, whether consecutive or 

otherwise. 

CONSULTATIVE GROUP MEETING FREQUENCY 

QUARTERLY MEETINGS 

There will be quarterly meetings between WSA and the Consultative Group to present and discuss the reports 

issued to the Grower Consultative Group Representatives. WST will attend at least 2 of the quarterly meetings 

each year. 

CERTIFICATION AUDIT REPORT REVIEW MEETING 

There will be a Certification Audit Report Review meeting (CARR Meeting) within 30 days, but no earlier than 

10 days after the Certification Report is made available to the Consultative Group Representatives. 

The Certifying Auditor and WST will also attend the CARR Meeting. 

 

 

The Grower Consultative Group consists of representatives who have been nominated by growers, accepted 

the nomination and whose nomination has been accepted by WSA (whose acceptance cannot be 

unreasonably withheld). 
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OTHER MEETINGS 

Other meetings between the Consultative Group and WSA must be specifically requested by either WSA or the 

majority of the Consultative Group Representatives who will be required to sign a request.  
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ASSURANCE, AUDIT AND CERTIFICATION 

Section 4 of the SPRA confirms that the sale of sugar from WST to a related body must be at arms-length, and 

similarly any services engaged from a related body must be at arms-length. The reports and information 

required from WST to demonstrate these measures and support the grower reports outlined above, include 

the Monthly Pricing Report, Monthly Premium Report, Monthly Marketing Report, annual season and 

exception reporting.  

RELATED PARTY TRANSACTIONS 

Where WST sells sugar to a customer that is a Related Body Corporate or engages services (e.g. freight) from a 

Related Body Corporate, the Monthly Premium Report will contain all information that would reasonably be 

required to satisfy an independent investigation that the transaction was on an “arm’s length basis” including:  

 quotations and other documentation from unrelated parties utilised to establish the market rates; 

 details of sugar sales contracts for other-origin non-WSA sugar to that customer and destination as 

described above; and 

 any other relevant information 

OTHER-ORIGIN NON-WSA SUGAR 

Where WST sells both WSA-supplied Sugar and other-origin non-WSA sugar to the same destination, the 

Monthly Premium Report will also contain all the information for the sales of non-WSA sugar as set out for 

sales of WSA sugar in the Monthly Premium Report for those other origin sugar sales. 

CERTIFICATION AUDIT 

Within three months of the end of each season, WSA will engage a ‘Big Four’ accounting firm to review and 

undertake a Certification Audit of the accuracy of WSA’s marketing outcomes for the season. 

To ensure independence, the firm appointed to this audit cannot be an auditor to WSA or WST at the time. 

The auditor will review and audit all amounts disclosed in the Annual Net Pool Price Report and the Annual 

Grower Consultative Committee Marketing Report including any underlying information utilised to prepare any 

of those reports, for accuracy and compliance with the relevant terms of the agreements 

WSA will make available to the auditor all relevant transaction information used by WSA in determination of 

the Net IPS Price and COD Price, including but not limited to the Advances Finance Costs, Net Pool Price 

including each element of the Allocation Account Amount for each relevant Pricing Mechanism. WSA must also 

provide evidence to the auditor that all related party transactions are competitive, commercial and conducted 

on an arm’s length basis where they form part of any cost, expense or revenue used in determination of the 

Net IPS Price and COD Price. This would require WST to obtain competitive quotes from non-related parties, for 

the same goods and services. 

The auditor will prepare a Certification Report which will be provided to the Consultative Group 

Representatives, and a Certification Statement that will be provided to all growers. 

WSA will bear the costs of the Certification Audit and Certification Report and will not pass these onto growers. 

The cost is already incorporated as part of the Marketing Services Charge. 
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GROWER AUDIT 

Within one month of the Certification Report being published, any grower or collective can request a further 

audit (Grower Audit). 

The grower or collective requesting the audit must nominate an accounting firm that is not an auditor to WSA 

or WST at the time, nor the auditor that performed the original Certification Audit. It is the responsibility of the 

grower/collective to propose a scope for the Grower Audit applying no greater standard or actions than those 

required under the Australian Auditing Standards. The scope must be directed to auditing the accuracy of the 

reported marketing outcomes or other commitments under the CSA and be within the allowed scope of the 

Certification Audit (refer above). 

Only one Grower Audit may be performed in each Season, so if WSA receives more than one request for a 

Grower Audit in any season, Wilmar will arrange a meeting between the grower that issued the First Notice, 

and growers issuing a subsequent notice, to negotiate the conduct of a single audit. 

The grower/s requiring the additional audit must pay for the cost of the additional audit, unless there is a 

material underpayment discovered (for any item in the Allocation Account Amount, $100,000, and in the 

aggregate $500,000), in which case Wilmar will reimburse the grower for the Grower Auditor’s reasonable 

costs. 

UNDERPAYMENTS 

If the Grower Audit reveals that Wilmar Sugar has underpaid the grower, Wilmar Sugar will pay the amount of 

the underpayment to the grower, together with interest on that amount.   
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DISPUTE RESOLUTION 

Dispute resolution processes are intended to remain the same, as outlined in Section 9 of the CSA. That is, a 

process of meeting to seek to resolve the dispute, mediation administered by the Australian Commercial 

Disputes Centre, final and binding arbitration subject to the Commercial Arbitration Act 2013 (Qld).  

DISPUTE RESOLUTION PROCESSES 

In the event of any dispute between Wilmar and a grower under the agreements (except for Grower Audit 

Disputes – see below), dispute resolution procedures are as per those in the existing CSA, namely discussions 

between the parties, followed by commercial mediation, then by final and binding arbitration.  

If the dispute is unable to be resolved through discussions between the parties, then either party may refer the 

dispute to mediation. 

Mediation will be administered by the Australian Commercial Disputes Centre (ACDC) before recourse to any 

arbitration. The mediation will be conducted in accordance with the ACDC Guidelines for Commercial 

Mediation. 

If the dispute has not been resolved within 20 Business Days of the mediation, or such other period as agreed 

in writing between the parties, the dispute may be referred to final and binding arbitration. 

The arbitration will be conducted in accordance with and be subject to the Commercial Arbitration Act, 2013 

(Qld). 

The above procedure does not prevent a party from seeking urgent interlocutory relief in respect of a dispute 

from any court having jurisdiction. 

GROWER AUDIT DISPUTE 

In the event of a dispute regarding the outcome of a grower audit, the parties will meet to try and resolve the 

issue.  

If the parties are not able to resolve the dispute within 30 calendar days of that meeting, then the dispute will 

be referred to expert determination administered by the Australian Commercial Dispute Centre (ACDC). 

The expert determination will be conducted in accordance with the ACDC Rules for Expert Determination. The 

expert determination will be final and binding on the parties. 
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REFERENCE TABLE 

The table below sets out the location in the three agreements where the key terms can be found, where: 

CSA =   The Cane Supply Agreement  

PPA =   The Pricing and Pooling Agreement 

SPRA =   The Queensland Sugar Sales, Pricing & Reporting Agreement 

Chapter of 
Guide 

Aspect of the Agreements discussed Location in Agreements 

4 Cane Payment Formula CSA, Schedule 5, Annexure A 

4 Relevant Sugar Price  CSA, Schedule 5, Paragraph 2 

5  Advances and Prepayment CSA, Schedule 5, Paragraph  4, Prepayments  
CSA, Schedule 5, Paragraph 5, Deferred Advances Option  
CSA, Schedule 5, Paragraph 6, COD Advances Option 

5 Timing of payment  CSA, Schedule 5, Paragraph8, Advances Rate 
CSA, Schedule 5, Paragraph 9, Advance Payments 
CSA, Schedule 5, Paragraph10, Adjustment Payments   

6 Grower Nominal Sugar Exposure  PPA, Section 6 

6 Pricing Mechanisms  PPA, Section 4, Default Pricing Mechanisms 
PPA, Section 5, Discretionary Pricing Mechanisms  
PPA, Section 7, Call and Target Pricing Mechanisms  
SPRA, Section 6, WST obligations  

6 Discretionary Tonnage  PPA, Section 6, allocation of Grower Nominal Sugar 
Exposure Tonnes 

6 Committed Cane Tonnage PPA, Section 10, Cane Supply Shortfalls  
CSA, Section 4, supply of Cane to WSA 

7 Gross & Net Pool Prices & Allocation 
Account Amount 

PPA, Section 9, Net Pool Price provisions   
PPA, Schedule 3, calculation of Net Pool Price  

7 Net Premium and Arbitrage Premium PPA Schedule 3, calculation of Net Pool Price 
SPRA, Section 5, Payment of Net Premiums and Arbitrage 
Premiums 

8 Reporting to Grower Consultative 
Group & Growers  

CSA, Schedule 6, Paragraph 2 and 3 
SPRA, Section 8 and Schedule 3 

9 The Grower Consultative Group  CSA, Schedule 7  

10 Assurance and Certification Audit CSA, Schedule 6, Paragraph 4  
SPRA, Section 9, access to information 

10 Grower Audit CSA, Schedule 6, Paragraph 5  

11 Dispute Resolution Procedures  CSA, Schedule 6, Paragraph Section 6  
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APPENDIX 1- NET PREMIUM CALCULATION     

Below is a worked example of the Net Premium Calculation, including Permitted Deductibles 

  

 

 

 

  

 WST purchase sugar from WSA basis March ICE#11

 WST sale to Customer Basis: May ICE#11 + 80pts + $25.00/t freight, Brand 1

 Total Invoice Price  USD / tonne

 ICE#11 AA or Fixed Price Component: May ICE#11 420.00

 Physical Premium (80 pts) 17.64

 Polarisation Premium (3.7% for Brand 1) 16.19

 Freight Charge 25.00

 Other Charges -  

 Total USD Invoice Price 478.83

 Permitted Deductibles

 Freight and Insurance Costs 24.00

 Stevedoring, Supervisor, outturn surveyor 5.00

 ICE Contract execution and brokerage costs 0.25

 Finance charge on margins calls 0.20

 Finance charge on cashflow timing differences 1.25

 Quality costs -  

 Other Direct Costs -  

 Permitted Deductibles 30.70

 Spread Gain / (Loss)

 March ICE#11 415.00

 May ICE#11 420.00

 Spread Gain / (Loss) 5.00

 Net Premium

 Total USD Invoice Price 478.83

 less:  ICE#11 AA or Fixed Price Component: May ICE#11 420.00

 less:  Permitted Deductibles 30.70

 plus:  Spread Gain / (Loss) 5.00

 Net Premium 33.13
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APPENDIX 2 – ARBITRAGE PREMIUM  

 

By way of illustration only, WST might consider an opportunity to create an Arbitrage Premium through the 

following transactions: 

a) substituting a cargo of Brazilian sugar into Malaysia in place of a WSA cargo the subject of an existing ICE 

Contract for a given ICE Contract Month; 

b) unwinding the original WST sale of Brazilian sugar into Dubai; 

c) re-selling that original WSA cargo into Indonesia and shipping it from Australia in a later ICE Contract 

Month; 

d) this would result in ‘rolling’ the ICE 11 Contract where hedging has initially been undertaken to price the 

WSA cargo into a further forward ICE 11 Contract Month; 

e) re-negotiating the freight contract with a shipowner to enable the WSA cargo to be shipped to Indonesia 

rather than Malaysia; 

 

WST would therefore calculate the Arbitrage Premium from the various component USD benefits and costs 

involved in the associated transactions. For this specific example, it would be comprised of the following 

factors: 

 the benefit or cost to WSA of selling WSA Sugar into Indonesia relative to its original sale into Malaysia; 

 the benefit or cost to WST of selling Brazilian sugar into Malaysia relative to its original trade into Dubai; 

 the benefit or cost of rolling the WSA ICE 11 Contracts; and 

 the higher or lower Net Premium received for WSA Sugar from Indonesia versus Malaysia (including any 

differential in the freight costs associated with the cargo substitution). 

The following table provides a worked example of the calculation of an Arbitrage Premium. 
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Worked example of the Arbitrage Premium outlined above  

 

  

 Initial Deal

 New Deal

 Net Premium Gain / (Loss)

 Spread gain

 Arbitrage Value

 Arbitrage Pool

 Freight cost @ $30/t

 Sale to Malaysia

 Volume of 40,000 tonnes

 Australian Cargo

 Transaction basis: March ICE#11 + 80pts + $30/t freight

 Therefore, C&F Premium of $47.64/t

 Therefore, Net Premium of $17.64/t

 Net Premium Value of $705,472

 Sale to Indonesia

 Volume of 40,000 tonnes

 Transaction basis: May ICE#11 + 70pts + $25/t freight

 equals Total Value to Arbtrage Pool of $320,460

 Brazilian Cargo

 Sale to Dubai

 Volume of 40,000 tonnes

 Transaction basis: March ICE#11 + 0pts + $25/t freight

 Therefore, C&F Premium of $25.00/t

 March ICE#11 @ 18.20 US c/lb

 May ICE#11 @ 18.50 US c/lb

 Therefore, Spread gain of 0.30 US c/lb

 Spread Gain Value of $264,552

 Australian Cargo Change in Net Premium Value of $-168,184

 plus, Brazil Cargo Change in Net Premium Value of $208,184

 Freight cost @ $27/t

 Therefore, Net Premium of $13.43/t

 Net Premium Value of $537,288

 Initial Deal Net Premium Value of $705,472

 Transaction basis: March ICE#11 + 10pts + $44/t freight

 plus, Spread Gain Value of $264,552

 equals Total Arbitrage Value of $304,552

 So, 50% share of Arbitrage Value $152,276

 plus $168,184 to restore Australian Cargo's original Net Premium

 New Deal Net Premium Value of $537,288

 Change in Net Premium Value of $-168,184

 Therefore, C&F Premium of $40.43/t

 Change in Net Premium Value of $208,184

 Therefore, C&F Premium of $46.20/t

 Freight cost @ $41/t

 Therefore, Net Premium of $5.20/t

 Net Premium Value of $208,184

 Initial Deal Net Premium Value of $0,000

 New Deal Net Premium Value of $208,184

 Freight cost @ $25/t

 Therefore, Net Premium of $0.00/t

 Net Premium Value of $0,000

 Sale to Malaysia

 Volume of 40,000 tonnes
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APPENDIX 3 – MONTHLY NET POOL PRICE REPORT TO BE PROVIDED TO ALL GROWERS  
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Wilmar Sugar Australia 

 

IFPA Guide – Copy for Senate Inquiry        Page 41 of 47 
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APPENDIX 4 – MONTHLY PRICING REPORT TO BE PROVIDED TO CONSULTATIVE 

COMMITTEE  
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APPENDIX 5 – MONTHLY PREMIUM REPORT TO BE PROVIDED TO CONSULTATIVE 

COMMITTEE 

  



Wilmar Sugar Australia 

 

IFPA Guide – Copy for Senate Inquiry        Page 45 of 47 
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APPENDIX 6 – MONTHLY MARKETING REPORT TO BE PROVIDED TO CONSULTATIVE 

COMMITTEE  
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APPENDIX 7 – EXAMPLE CALCULATION OF ALLOCATION ACCOUNT AMOUNT 

 









 

 

 

Wilmar Sugar  

Wilmar Sugar Australia Limited  
ABN 47 098 999 985 

 
Level 1, 5-21 Denham Street 
Townsville QLD 4810 

PO Box 642, Townsville 
QLD 4810 Australia 

Tel  + 61 7 4722 1972 
Fax  + 61 7 4724 5715 
info@wilmar.com.au 

www.wilmar-international.com 

 
 
25 November 2014 
 
 
Mr Steve Guazzo 
Chairman  
Herbert River District Canegrowers Organisation Limited 
11 Lannercost Street 
Ingham QLD 4850 
 
By email: guazzosr@bigpond.net.au  
 
 
Dear Steve,  
 
Invitation to participate in an independently facilitated engagement program to negotiate a future 
model for pricing and marketing arrangements 
  
Wilmar is committed to open and productive engagement to develop commercially-negotiated arrangements 
with growers to facilitate Wilmar’s future sugar marketing, following our decision to exit the Raw Sugar 
Supply Agreement with QSL.  Furthermore, Wilmar is dedicated to developing a model that will provide 
better returns to Wilmar cane growers and enhance our mutual long term viability. 
 
We acknowledge the ongoing government inquiries into sugar marketing and note grower representatives 
have highlighted the importance of achieving commercially-negotiated agreements between Wilmar and 
grower collectives.  This is Wilmar’s desired outcome also. 
 
Given our shared preference for a negotiated approach, Wilmar is proposing to undertake a detailed, 
transparent and consultative program of engagement to discuss, negotiate and agree a marketing model 
with grower collectives.  
 
We would like to invite Herbert River District Canegrowers Organisation Limited to participate in this process 
which is planned to commence with initial engagement meetings from the week of 8 December 2014. We 
anticipate that a number of separate meetings will be held with individual collectives or groups of collectives 
as appropriate.  Further particulars of the attendees and the time and venue for the meetings will be 
determined in consultation with your collective. 
 
The intent of this proposed engagement program is to commence a constructive face-to-face dialogue with 
collectives to discuss and negotiate our respective positions on sugar marketing. 
 
Wilmar acknowledges that grower collectives have raised concerns about Wilmar’s proposed exit from the 
voluntary QSL marketing model, and we acknowledge the issues raised in your submission to the Senate 
Inquiry.  A collective’s participation in the engagement program will be without prejudice to your 
organisation’s current stance in relation to the future of sugar marketing.  
 
Independent facilitation 
 
To assist the engagement process, Wilmar is proposing to appoint an independent facilitator to chair the 
meetings, facilitate constructive negotiations and to deliver transparency of the process to growers through 
reporting outcomes of the meetings. The facilitator’s meeting reports will be made publicly available to both 
growers and government stakeholders.  A draft Terms of Reference for the facilitator’s role is attached for 



 

your reference.  It is expected the Terms of Reference would be reviewed and agreed by the person 
engaged, which is why they are currently considered draft. 
 
To ensure the facilitator’s role is independent, it is limited by the Terms of Reference to meeting facilitation. 
The chosen facilitator will have no conflict of interest with regard to the sugar industry and will have no role 
seeking to influence a particular position or outcome, other than facilitated discussions to deliver a mutually 
beneficial and agreed outcome.  We expect to have finalised a preferred facilitator appointment over the 
coming weeks and will provide you with further details when available. 
 
Key principles underpin Wilmar’s commitment  
 
As you may be aware, Wilmar has outlined 10 key principles for Wilmar sugar marketing post-2017. We are 
committed to developing new marketing arrangements with growers and collectives in accordance with these 
principles.   
 
Given the timing of our intention to exit the Raw Sugar Supply Agreement with QSL, Wilmar acknowledges 
that growers will not be able to forward price their nominal sugar exposure in the 2017 season under current 
agreements.  Wilmar has therefore provided a Temporary Forward Price and Pooling Agreement for 
operation during the window from mid-2014 until 30 June 2015, to give growers the opportunity to forward 
price up to 30 per cent of estimated 2017 season nominal sugar exposure, i.e. the same as what is normally 
provided to growers three years ahead of a season. Wilmar has also made a commitment to growers to 
ensure they continue to have choice of pricing mechanisms, managed at their discretion.   
 
To deliver on this commitment, Wilmar has developed a set of agreements that would enable growers to 
continue forward pricing after July 2015, under a sugar marketing model designed to maximise returns and 
reduce exposure risk to growers.  
 
These Interim Forward Pricing Agreements give effect to the key principles Wilmar has committed to, 
including keeping the cane price formula the same, retaining growers' choice over price risk management 
and providing transparency of pricing and marketing for growers and their collectives. 
 
The Interim Forward Pricing Agreements do not include the Joint Marketing Company (JMC) partnership 
Wilmar proposed in April 2014, because we accept that further discussion is required before we make any 
final decision on the structure of sugar marketing from the 2017 season. 
It is important to note, however, that the Interim Forward Pricing Agreements can be readily adapted to fit 
with a marketing model agreed between Wilmar and growers.  JMC is one option, the Interim Forward 
Pricing Agreements outline another, or there may be preferred aspects of both. 
 
This engagement process will allow growers, and your organisation as their representative, to 
discuss your preferences and better understand how Wilmar’s key principles can be implemented to 
assist growers to manage their risk exposure and to maximise their returns. 
 
It is our intention to table the draft Interim Forward Pricing Agreements as starting point for discussion at the 
first round of meetings with collectives. Copies of the agreements will be available at the first meeting with 
your collective.  The meeting will also compare and contrast the key features of JMC and the Interim 
Forward Pricing Arrangements. 
 
As part of our commitment to a constructive engagement process with collectives we will also be tabling 
details at the first round meeting of a proposal from Wilmar to fund an independent legal review and an 
independent marketing expert review of the Interim Forward Pricing Agreements on behalf of all collectives.  
The advisors would be engaged by the participating collectives to ensure an advisor-client relationship 



 

independent of Wilmar.  We would like to discuss the parameters of the financial assistance and seek your 
feedback on the proposal. 
 
 
 
Wilmar’s commitment to engagement  
 
Attached to this letter are the independent facilitator’s Terms of Reference and an overview of the proposed 
Agenda for the first round meeting.  We would like to discuss the subsequent stages of the engagement 
program as part of our first meeting, but subject to your feedback we envisage the engagement program will 
involve the following key stages: 
 

1. Facilitated first round meetings and initial presentations and discussions with collectives expected to 
take place in the week starting 8 December 2014.  Reporting to growers and stakeholders on meeting 
outcomes to follow within two weeks; 

2. A period of time for collectives to consider, seek external advice and provide feedback to Wilmar by 
mid-February 2015; 

3. A second round of facilitated meetings to discuss and negotiate collective feedback in late February 
2015, and reporting of outcomes within two weeks of the meeting date; 

4. Provision to collectives of finalised Interim Forward Pricing Agreements based on negotiated final 
outcomes; 

5. Agreement in principle on post 2017 marketing concept; and  
6. Provision to collectives of finalised agreements to implement agreed post 2017 marketing concept 

based on final negotiated outcomes. 
 
In addition to providing collectives with the independent facilitator Terms of Reference and the outline of the 
engagement program, we are proposing to provide the details of the proposed engagement program to 
growers via the Wilmar Grower Web and Wilmar Sugar Australia website. 
 
We look forward to your participation in this engagement process and to receiving your feedback on the 
elements that you would like to see included in a new marketing model to enable Wilmar to deliver on our 
commitments to growers – better returns, pricing flexibility and transparency. 
 
In closing, Wilmar is committed to constructive and transparent engagement regarding new sugar marketing 
arrangements. I look forward to finalising an initial meeting date, time and location with you and I sincerely 
hope your organisation is willing to participate in the process and can attend the initial meeting. 
 
 
Yours sincerely,  

 
John Pratt 
Executive General Manager North Queensland  
Wilmar Sugar Australia 
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Independently facilitated engagement program to seek feedback on future pricing and 
marketing arrangements for cane growers supplying Wilmar Sugar Australia 

1.0 Goals of the engagement program 

Wilmar Sugar Australia (Wilmar) is committed to achieving a commercially-negotiated agreement on forward 
sugar pricing and marketing arrangements through a transparent and constructive program of engagement 
with growers and their collectives.   

The engagement program will provide forums for grower collectives to consider and negotiate future 
marketing arrangements with Wilmar. A collective’s participation in the engagement program will be without 
prejudice to the current positions of organisations that have been outlined publicly in responses to the Federal 
Government’s sugar marketing Senate Inquiry. 

The goals of this engagement program are to discuss, gather feedback on, negotiate and agree interim 
arrangements for sugar marketing and pricing and the basis for an ultimate marketing model that: 

• Supports Wilmar’s commitment to deliver better financial returns to Wilmar cane growers with the 
goal of enhancing cane farm profitability and viability; 

• Delivers transparency of sugar pricing and marketing for growers; 

• Provides for 100 per cent of marketing premiums to be returned to growers on a dollar per tonne 
basis; and 

• Encapsulates the 10 key principles Wilmar has committed to delivering for growers. 

 

2.0 Achieving a constructive engagement program 

To ensure a constructive engagement process with regional collectives, the process will: 

• Be independently facilitated and chaired; 

• Provide an opportunity for collectives to consider and provide feedback on both the high-level 
principles and specifics of Wilmar’s proposals; 

• Provide the opportunity for grower collectives to seek external legal counsel and marketing expert 
advice and representation during the process at their discretion; and 

• Be open and transparent via public reporting of meeting agendas and meeting outcomes for the 
information of growers and government stakeholders. 

 

3.0 Terms of Reference for the independent facilitator 

• To act in the role of meeting Chair and facilitate meeting discussion between grower collective 
representatives and Wilmar Sugar Australia representatives; 

• To foster open negotiation, feedback and compromise during meetings;  

• To ensure meetings follow the agreed pre-established agenda; 

• To ensure that all meeting participants are provided with a fair opportunity to discuss matters arising from 
the agenda; 

• To ensure matters raised that are outside the scope of the agenda are recorded for follow up by 
respective meeting attendees; and 

• Record minutes of the meeting and provide a Meeting Report to each attendee, which reflects the key 
points of discussions relating to the meeting agenda. This Meeting Report will be made available to 
meeting attendees for review, prior to it being made publicly available to Wilmar growers and government 
stakeholders. 

 

The independent facilitator will not: 

• Seek to advocate for a particular viewpoint of either grower collectives or Wilmar Sugar Australia; 

• Discuss the content of, or matters arising from the engagement meetings with external stakeholders, 
members of the public or the media (with the exception of the independent facilitator’s meeting report). 
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4.0 Collective appointed independent external review 

As part of Wilmar’s commitment to a constructive engagement process with collectives, Wilmar will provide 
funding for a legal review and a marketing expert review of the Interim Forward Pricing Arrangements to be 
undertaken on behalf of all grower collectives. The advisors would be appointed by participating collectives to 
ensure an advisor-client relationship independent of Wilmar. The detail of this proposal will be tabled in the first 
round meetings. The final parameters of the financial assistance will be determined following discussions with 
collectives at the meetings. 
 

5.0 Indicative meeting agenda  

First round industry engagement and initial presentations 

1. Introduction by the independent facilitator and meeting attendee introductions 

a. Confirmation of the facilitator’s role and approach to facilitation 

Facilitator 

2. Outline of proposed industry engagement program 

a. Facilitated discussion and feedback 

Wilmar 

Facilitator / All 

3. Presentation by Wilmar Sugar Australia of the 10 key principles that have been 

conveyed to Wilmar growers and Wilmar’s previous performance  

a. Discussion and initial feedback on principles 

Wilmar 
 

Facilitator / All 

4. Presentation by Wilmar Sugar Australia on Interim Forward Pricing options for 

consideration 

a. Facilitated discussion and initial feedback  

Wilmar 

 

Facilitator / All 

5. Presentation by Wilmar Sugar Australia comparing and contrasting JMC and the 

IFPAs 

a. Facilitated discussion and feedback 

Wilmar 

 

Facilitator / All 

6. Outline of proposed financial assistance package  

a. Facilitated discussion and initial feedback  

Wilmar 

Facilitator / All 

7. Summation of collective feedback on presentations Grower 

Collective 

8. Next steps discussion and engagement program timetable Facilitator / All 
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Date From To Subject Details 

 
2014  
November 25 

 
WSA 
J. Pratt 

 
BDCG 
J. Artiach 

 
Invitation to participate in an independently facilitated 
engagement program to negotiate a future model for 
pricing and marketing arrangements 
 

 
Independent facilitator’s Terms of Reference attached to letter. 

 
2014 
December 3 

 
BDCG 
J. Artiach 

 
WSA 
J. Pratt 

 
Response to WSA letter dated 2014 November 25: 
 
Invitation to participate in an independently facilitated 
engagement program to negotiate a future model for 
pricing and marketing arrangements 
 

 

 Confirm participation on a without prejudice basis regarding 
commercial arrangements from 2017. 

 Wilmar should provide a panel of proposed facilitators and/or 
acquire BDCG consent.  

 Facilitator not required at first meeting, as this will be the first 
opportunity to discuss the IFPA’s. 

 Proposed timetable of meetings to be discussed. 

 Disclosure of meetings (public reporting) cannot be released 
without BDCG consent. 
 

 
2014 
December 5 

 
WSA 
J. Pratt 

 
BDCG 
J. Artiach 

 
Response to WSA letter dated 2014 December 3: 
 
Invitation to participate in an independently facilitated 
engagement program to negotiate a future model for 
pricing and marketing arrangements 

 

 Agree to suggestion that a facilitator is not required at the first 
meeting to take place in December. 

 Wilmar will consult with BDCG (and other collectives) prior to 
confirming the facilitator. 

 Meeting schedule to be discussed at first meeting. 

 Wilmar and BDCG will review the meeting minutes and report 
prepared by the facilitator, however, final version subject to 
decision of facilitator. 

 Confirm meeting date of 12 December 2014. 
 

 
2014 
December 12 

 
WSA 
S. Rutherford 

 
BDCG 
J. Artiach 

 
Interim Forward Pricing Arrangements 

 
Following the engagement meeting today, below attachments 
emailed to Julie: 

 the agreements relating to the Interim Forward Pricing 
Arrangements (CSA and Annexures A and B, PPA and 
SPRA) 
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Date From To Subject Details 

 a general overview of the agreements 

 IFPA Guide 

 Presentation  
 
Requested that these documents are not distributed outside 
Julie’s office until after Wilmar meet with all collectives to present 
the IFPA. 
 

 
2015 
January 6 
 

 
WSA 
S. Rutherford  
 

 
BDCG 
J. Artiach 

 
Wilmar Contribution to BDCG legal and marketing 
review of Interim Forward Pricing Agreements 
 

 

 Terms and conditions of the legal and marketing review 
attached. 

 Requested BDCG proceed with the appointment of a legal 
firm and Sugar Marketing Consultant and to advise Wilmar 
when done by return correspondence. 

 Offered to meet to assist. 
 

 
2015  
February 12 

 
WSA 
J. Pratt 

 
BDCG 
J. Artiach 

 
Negotiation of a future model for sugar pricing and 
marketing arrangements. 

 

 Seeking advice on BDCG’s progress of their review of IFPA’s. 

 Schedule next formal meeting subject to BDCG’s readiness. 

 Facilitator net yet confirmed. 

 Propose to invite DAFF observer to next meeting with Wilmar 
and BDCG and asked if there is any objection to this 
suggestion. 

 Requested a preferred meeting date and location in March 
2015. 
 

 
2015  
February 27 

 
BDCG 
J. Artiach 

 
Wilmar 
Singapore 
JL. Bohbot 

 
Sugar Marketing Issues 

 

 Reiterated that negotiating a known outcome is preferable to 
imposed regulation. 

 Asked whether Wilmar is prepared to enter into discussions to 
negotiate a voluntary code of conduct. 

 Asked whether Wilmar is prepared to accept arbitration as a 
means of determining the terms of a new cane supply 
agreement. 
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Date From To Subject Details 

 
2015 
March 18 

 
WSA 
S. Rutherford  
 

 
BDCG 
J. Artiach 

 
Response to letter dated 2015 February 27: 
 
Sugar Marketing Issues 
 

 

 Agreed that negotiating a known outcome is preferable to 
imposed regulation. 

 Seeking advice on BDCG’s progress of their review of IFPA’s 
provided in December 2014 and Wilmar's offer to make a 
financial contribution towards an independent legal and 
marketing review of the agreements  

 Advised, as outlined in Wilmar’s Senate submission, Wilmar 
believes there are no grounds for additional regulatory 
intervention in the sugar industry, in particular compulsory 
arbitration which is widely acknowledged as the primary 
impediment to industry innovation and increased efficiency 
and competiveness before it was removed. 

 Advised did not believe it is necessary to negotiate a code of 
conduct, and referred BDCG to Wilmar’s ten key principals. 
 

 























 

 

 

 

 

  



 

 

 

 





















 
 

TULLY CANE GROWERS LTD 59 Butler Street Tully 4854 

Harvesting the natural energy of life PO Box 514 Tully 4854 

 Phone (07) 4068 4900 Fax (07) 4068 2351 

 

Tully Cane Growers Ltd   ABN 13 112 000 414 
tul@canegrowers.com.au 

 

 

 

 

TULLY CANE GROWERS LTD ADDITIONAL EVIDENCE  

 

IN SUPPORT OF SUBMISSION 26  

 

RURAL AND REGIONAL AFFAIRS AND TRANSPORT REFERENCES COMMITTEE 

 

Current and future arrangements for the marketing of Australian Sugar 

 

Public Hearing – Friday 13 March 2015 
 

 

 

 

Item 1.  An agreement made between the CEO of Tully Sugar Limited and Manger 

of Tully Cane Growers Ltd outlining an agreed process for dispute 

resolution to be utilised in the event of a deadlock in the negotiations for a 

Collective Cane Supply Contract. 

 

Purpose of the material is to support point (a) on page 2 and point (d) on 

page 4 of the submission. 

 

 

 

Item 2.  A letter from Tully Cane Growers Ltd to the Board of Tully Sugar Limited 

with a resolution signed by growers, calling for a choice of who markets 

and sells the portion of the sugar in which growers have an economic 

interest. 

 

The purpose of the material is to demonstrate that the request for 

government support to ensure that growers have the choice of who markets 

their economic interest sugar is well supported by Tully Growers 
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