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O V E RVI E W

4700

The CBH Group is an integrated grain storage, handling
and marketing co-operative owned and controlled by
growers for their benefit. We are Australia’s biggest
co-operative and a leader in the Australian grain
industry, with operations extending along the value
chain from grain storage, handling and transport to
marketing, shipping and processing.

GRAIN
GROWERS

1000

Owned and controlled by over 4,700 grain growers,
the core purpose of the CBH Group is to create and
return value to growers.

PERMANENT
EMPLOYMENT

Since being established in Western Australia nearly
80 years ago, CBH has constantly evolved, innovated
and grown. The Group currently employs approximately
1,000 permanent employees supported by 1,800
casual employees during harvest months. These
employees are located across the State at one of our
nine regional offices, 197 receival site locations, our
engineering workshops or at our head office in Perth.

9
REGIONAL
OFFICES

197

Our marketing division, aided by additional offices in
Eastern Australia, Hong Kong and Tokyo is responsible
for exporting a range of grains to more than 20 markets
across the world.

RECEIVAL
LOCATIONS

>20
GLOBAL
MARKETS

PROCESSING
SHIPPING

C r e at i n g a n d
r et u r n i n g va l u e
to g r o w e r s

MARKETING AND TRADING

Value

g r ower s
STORAGE AND HANDLING

GROWERS
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chairman’s
report
In 2012, your co-operative will join other like-minded organisations
around the world in celebrating the United Nations International
Year of Co-operatives.

This could not be more appropriate given the clarity
the CBH Group has achieved over the past year on
our structure, our new Rules, and our single-minded
focus on growers.

Consider, Decide, Grow
In January, your Board was pleased to announce the
outcome of the year-long investigation into the best
future structure for CBH. This has been a subject
of debate among growers and within CBH for many
years. There is good reason for that – structure is
critical, it defines who the beneficiaries are of your
business and how value is returned to them.

CBH Group ANNUAL REPORT
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We needed to make sure CBH’s structure was
competitive and sustainable and demonstrated real
value for growers. Most importantly, it needed to
align our business with you, the grower. Another
important outcome of this thorough and openminded investigation was an end to the distraction
and uncertainty created by the seemingly eternal
speculation on the subject.
Your Board’s united decision was that CBH would
remain a co-operative with a modernised structure
and constitution that would enable us to return value
to growers in the way you value most.

Enhanced CBH
The particular co-operative model that we chose, termed
a non-distributing co-operative, will also enable us to
be sustainable, competitive and achieve our strategic
goals. In addition, it retains the tax-exemption we
have for our storage and handling business. This taxexemption recognises our contribution to, and purpose
of promoting, the development of the agricultural industry
in Western Australia. It represents an extra $10-15 million
a year on average that can be re-invested into enhancing
your storage and handling network, or to help keep your
storage and handling charges as low as possible. That
is why we have argued constantly to keep it, finally
achieving certainty on this matter in December 2010
when the Full Court of the Federal Court handed
down its decision in favour of CBH.

New Rules
We followed our structure decision with an
Extraordinary General Meeting (EGM) in May to allow
members to vote on our new rules and to transition
to the new Western Australian Co-operatives Act.
I believe the overwhelming support we received at the
EGM – 96 per cent of members who voted supported
the resolutions – demonstrated the strong level of
grower support for the direction being taken by your
co-operative.
It has been an honour to be Chairman of your Board
at a time when such important, difficult and complex
decisions are being made by your Directors. We have
established through this process that co-ops can be
globally competitive and successful provided they
adapt to the changing needs of their members and
the changing environment. In fact, it gives CBH a
sustainable advantage in a much more competitive
world as the only grower-owned and focussed grain
handler and marketer in Australia.
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Fittingly, in 2011, the CBH Group retained its ranking
as Australia’s largest co-operative in the Top 100
Co-operatives, Credit Unions and Mutuals listed by
Co-operatives Australia, which includes businesses
from agriculture, financial services, insurance and retail.

Returning Value to Growers
Now we have clarity on our structure and Rules, your
Board and management are fully engaged in exploring
additional mechanisms for returning value to growers. This
includes a more comprehensive approach to patronagebased rewards and we look forward to delivering more
information to growers on this in the coming year.
Unfortunately, as all growers are aware, the 2010/11
year also brought us one of the driest growing seasons
ever experienced in Western Australia, resulting in well
below average receivals of just 6.5 million tonnes.
Such low volumes of grain put extreme pressure on
the business. Timely cost reduction measures and
careful harvest planning helped to mitigate the financial
impact on CBH of the small crop in Western Australia.
However a disappointing result in Eastern Australia
due to exceptionally difficult conditions faced by all
marketers on the East Coast in 2010/11, coupled
with the impact of the poor season in WA, meant
we incurred a material loss for the year.
The benefits to our growers of our co-operative
structure were clearly evident in such a tough year.
For the 2010/11 harvest, we held storage and handling
fees flat for the third consecutive year. While we must
consider increases, as we have done for 2011/12,
we will maintain a material advantage between the
fees paid by growers in Western Australia and those
charged by similar systems elsewhere which are not
operated by co-operatives. This is our primary way
of value return to growers and we will continue to
benchmark ourselves to ensure CBH remains the
lowest cost supply chain in Australia.
Maintaining and enhancing your storage and handling
network remains a priority for your Board, even in tough
years. This year, CBH reinvested another $97.3 million
in capital expenditure and maintenance on the network
to ensure it can continue to meet the needs of growers,
now and in the future.

Board Update
Your Board has been working tirelessly on many
complex issues and it is my pleasure to acknowledge
the Board is working extremely well to manage
your interests.

[

In 2012, your co-operative will join other
like-minded organisations around the world
in celebrating the United Nations
International Year of Co-operatives.

]

The CBH Group welcomed Diane Smith-Gander
to our Board in 2011 as an Independent Director.
Diane has brought a wealth of experience from senior
executive roles and as a professional company director.
Diane replaced Lloyd Guthrey, who provided invaluable
commercial and financial experience during his
16 years on the Boards of CBH and the Grain Pool
of Western Australia.
Another of our Independent Directors, Peter Knowles,
has advised he intends to retire from the CBH Board
at the end of his current term, which coincides with our
2012 Annual General Meeting (AGM). On behalf of my
fellow Directors and our grower members, I thank Peter
for the valuable role he has played as Chairman of the
Investment Committee and the important contribution
he has made generally to your Board though his
commercial experience and expertise, clarity of
thought in decision-making and sound judgement.
Following Peter’s retirement, the Board has decided
to appoint Trent Bartlett as a new Independent Director
from the 2012 AGM. Trent is the immediate past Chief
Executive Officer of Capricorn Society, one of Australia’s
biggest and most successful co-operative enterprises,
and his strategic capabilities and experience in business
transformation will be extremely valuable to us.
Finally, it was pleasing to see three of our growerelected Directors re-appointed to the Board following
the 2011 elections – Vern Dempster, Clancy Michael
and Deputy Chairman, Wally Newman. I believe this
shows our members value the current make-up of the
Board and endorse our decision to remain a growerowned and focussed co-operative.

Growers Advisory Council
On behalf of the Board, I again thank the members of
the CBH Grower Advisory Council for their service and
commitment. The Growers Advisory Council is now in
its seventh year and continues to provide a valuable
link between grass roots growers and your Board
and Management. The feedback and advice of its
14 members remains greatly appreciated.

Creating and Returning Value to Growers
The decisions your Board has taken this year have
progressed your co-operative a long way towards
its goal of being a sustainable, competitive player
in a rapidly changing industry.
Central to that is putting growers at the centre of
our business. This is reflected in some of the major
initiatives we have rolled out this year including Quality
Optimisation and our rail investment.
CBH belongs to you, our grower members, and unlike
any other investor-owned company in the grain industry,
it exists solely for your benefit. You can be assured your
Board will continue to focus on creating and returning
value to growers.

Neil Wandel
Chairman

CBH Group ANNUAL REPORT
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[ ]
CBH Purpose
– To create and
return value
to growers
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VALU E S

Commitment to perform
– being accountable,
staying focussed on
the goal and delivering
standards of excellence

Courage to change
– challenging ourselves
and others through
honest feedback and then
applying the learning to
ensure growth

Strength of many to
succeed – working as
One CBH team, putting
safety first and investing
in people

ceo’s report
Your co-operative is now fully united behind a common purpose:
creating and returning value to our growers.
Following a comprehensive review in 2010 to identify
what was needed to be a competitive, efficient and
sustainable business, our aim during 2011 was to
put that into action.
As our members are only too well aware, 2011
turned out to be one of the worst production years in
memory in Western Australia, with record low rainfall
during the growing season in many areas. In contrast,
Eastern Australia had one of its best production
years for many decades; however the big harvest
and extraordinary summer weather exposed costly
weaknesses in the east coast grain storage, handling
and transport infrastructure.
This, coupled with the very challenging trading
environment faced by all marketers, led to a loss in
the trading business and for the Group as a whole.
While this loss is very disappointing it should not
overshadow the work CBH has done to improve the
structure and efficiency of the business or the changes
made to put the grower at the centre of everything we do.

Safety
There is no higher priority at CBH than the safety
of our employees and our growers.
We have dramatically changed our approach to
safety to care better for our employees, members,
contractors and visitors. We are now two years into
a Health and Safety strategy instilling a culture

at CBH where everyone believes all injuries are
preventable, and no activity is so important that
it can’t be done safely.
We have achieved significant results over the past
year, including a 38 per cent reduction in total Lost
Time Injuries (LTI) and a 28 per cent reduction in the
LTI Frequency Rate. There has also been a continued
decrease in injury severity, indirectly reducing our
workers’ compensation claims.
However our rate of injury remains unacceptably high
and we have had three safety incidents which could
easily have been fatalities – so we still have far to go
on our safety journey.
I thank growers for their co-operation with our
commitment to creating a safer working environment.
Opening tailgates is one of the most dangerous
activities on our sites and last year we introduced
minimum standards for tailgates. This has required
changes to procedures but has had a dramatic
impact on reducing injuries and demonstrates what
we can achieve together.

Creating and Returning Value for Growers
The past year has seen total focus by your management
team on creating and returning value to growers.
During the year we completed Grain Chain, the
challenging project we started in 2010 aimed at
reducing costs while transforming the business
CBH Group ANNUAL REPORT
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Our focus on value has led the business to minimise
charges wherever possible. This year’s five per cent
increase in storage and handling fees for 2011/12 is
the first in three years and compares very favourably
to like systems elsewhere in Australia. This year, we also
reinvested another $97.3 million in capital expenditure
and maintenance on the network to ensure we can meet
your needs, now and in the future. We continue to provide
growers and customers of Western Australian grain
with the lowest cost, most reliable grain export supply
chain in the nation.
The statewide roll-out of Quality Optimisation for wheat
during the 2011 harvest is a further demonstration of
your co-operative creating value for you. Growers have
long been asking for the ability to optimise the value of
their grain by blending the quality of individual deliveries.
The system CBH has developed will allow growers to
do this ‘virtually’ online after delivery, allowing growers
to optimise the value of their wheat, while protecting
Western Australia’s reputation for quality.

to focus on our grower members. The business
efficiency strategies delivered as part of this project
have delivered ongoing annual savings of more than
$28 million to date, materially reducing our
break-even point.
The poor season we encountered only confirmed how
important this was. We did incur, however, increased
execution costs, salaries, utility charges and costs
associated with regulatory issues (such as the tax
appeal, ACCC activities and the new Co-operatives Act)
during the 2011 financial year which further underlined
the need for the savings under Grain Chain.
Business transformation required aligning our
management structure, culture and direction to our
purpose. As part of this, we also embarked this year
on a major cultural change program, One CBH, aimed
at ensuring all our employees, across all business units,
work with a common set of values and are working
together for grower member benefit.
Our undivided focus on creating and returning value
to growers is also possible because of the certainty
your management team now has in our structure.
In January 2011 we announced the outcome of the
year-long investigation commissioned by your Board
into the best future structure for CBH. This was that
we would remain a grower-owned and controlled
co-operative. We firmly believe this gives us a
sustainable, competitive advantage in a marketplace
otherwise crowded by globally-backed competitors,
driven by the interests of their shareholders, rather
than the long-term interests of growers.
During this process, you told us overwhelmingly that
the most important way your co-operative should return
value is by providing the best storage and handling
services at the lowest cost. This was our priority when
we were established almost 80 years ago and remains
so today – with renewed vigour.
8
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Next harvest, growers will start to bank the value from
one of the biggest and most ambitious projects your
co-operative has ever undertaken – the transformation
of rail grain freight services in Western Australia. Our
purchase of a new state-of-the-art fleet of 22 locomotives
and 570 wagons is expected to deliver material freight
savings for growers from the 2012/13 harvest.
A long-term agreement with Watco Companies to
operate these trains will bring a new grower focus
to the way we use rail to bring your grain to market.
The transition will be extremely challenging, particularly
with a big crop to transport during 2012, however the
potential rewards for growers are immense.
Our rail and Quality Optimisation initiatives are major
examples of what your co-operative is prepared to
undertake on your behalf that other solely profit-driven
organisations may not.
There have been a range of other such initiatives in the
past year, including our decision to underwrite a trial of
a first-of-a-kind multi-peril crop cover product.
We also devoted resources and expertise to managing
a Seed Donation Program last harvest. This was a classic
case of growers helping other growers in need, with
more than 20 grain growing families able to plant a crop
this year because of the generosity of fellow farmers.
CBH Grain led the way in offering flexibility and
understanding to drought-hit growers facing washouts
on forward contracts on the 2010 harvest. New
products were also introduced to help growers with
cashflow in 2011, including our well-received Pre-Pay
Advantage product, which enables growers to receive
a significant payment for their grain, months in advance
of harvest.
Unfortunately, CBH Grain was unable to provide
growers with a Loyalty Payment this year. Like
growers, CBH Grain was adversely affected by low
crop volumes, a difficult trading environment and
logistics issues in Eastern Australia, meaning it was
not financially prudent to provide a Loyalty Payment.

It remains your co-op’s strong intention to reward
growers for their loyalty and patronage in the future
and we hope to again be in a position to do this
in 2012. We will however only do this when it is
sustainable for the business. We will always put
the long term financial viability of your business first.
It is one thing to have the goal of creating and returning
value to growers. It is another to actually prove it to you.
In February 2011 we provided you with your first
Grower Value Statement. This document is unique
for every grower, providing an overview of individual
transactions with the CBH Group, while also setting
out how CBH creates and returns value to you, your
local community, your zone and your industry.
We intend to provide this personalised statement to
you annually, improving and refining it to give you clarity
on the real value provided to you by your co-operative.
We are also developing a single measure of our
performance in creating value and returning value to
you. This measure, Grower Value Return on Capital
(GVRoC), will allow us to objectively rate how well we
are performing against industry benchmarks, introduce
a much higher level of accountability across the
business and ensure every part of your co-operative
is integrated and driving towards the same goal of
delivering grower value.
Profit is essential for the sustainability of any business
and will of course be a component in GVRoC. But
this unique measure will also ensure we assess our
performance in providing proof of other benefits
which can be of more value to growers including
lower storage, handling and freight fees, patronage
rewards and initiatives like Quality Optimisation.

Financial Performance

The CBH Group reported a Net Loss after Tax
of $21.4 million for the year to September 30, 2011.
The flour mills performed very strongly, achieving a profit
after tax of $14.7 million attributable to the CBH Group.
Our investment in the Interflour Group entitled us to a
record US$12 million cash return and we have reached
an agreement which will ensure a more predictable
allocation of dividends back to us, while also providing
for reinvestment in Interflour’s growth.
However, CBH Grain made a trading loss due to the
exceptionally difficult trading and logistics conditions faced
by all marketers in Eastern Australia. This was particularly
disappointing given the performance of the rest of the
marketing business and the Group as a whole.
Looking ahead, 2011/12 is poised to be a very exciting,
if challenging, year for your co-operative. We will store,
handle and market one of the biggest crops in Western
Australia’s history and we will fully implement our rail
strategy, with benefits to flow to growers from 2013.
Fittingly, 2012 is also the United Nations International
Year of Cooperatives, an opportunity to celebrate
our pride in being a co-operative and highlight the
unique benefits that co-operatives can provide to their
members. We will be a strong co-operative united
behind a common purpose ready to perform for you,
our growers.

Dr Andrew Crane
Chief Executive Officer

The value of CBH’s diversification along the grain value
chain has never been more evident than this year, with
a strong financial performance by our flour mills in
South East Asia helping to offset the impact of the
poor season in Western Australia.

CBH Group ANNUAL REPORT
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Financial and
Operational
Summary
TO N N E S H A N DL E D
( m i l l i o n to n n es)

12.3
11.1
8.5

Achieved 96% support
from Grower Members
for our new Rules and
transition to new WA
Co-operatives Act
Retained the tax
exemption for our storage
and handling business
Rolled out Quality
Optimisation for wheat
statewide in time for the
2011 harvest, allowing all
growers to blend online
Received 6.5 million
tonnes in the network
10

Committed to investing
up to $175 million in the
grain freight network
with construction of
22 new locomotives
and 570 new wagons
Signed a new long-term
above-rail services
agreement with Watco
Provided more than
$250,000 of sponsorship
funding and donations
to rural communities
in Australia
Won the National
Vero Enterprise Risk
Management Award
for excellence in risk
management
Financial and Operational Summary
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20

20

09

20

08

Received strongest
cash contribution from
Interflour since our
investment in 2004

20

Gained clarity on
structure following
a united Board decision
CBH would remain
a co-operative focussed
on growers with a
modernised constitution

20

Remained largest
exporter of wheat, barley
and canola from Australia
in 2010/11
07

Held storage and
handling fees flat
for three years from
2008/09 to 2010/11
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6.5

6.4

$97.3

>4 million

Million

TONNES

Completed more than
$97.3 million of capital
works and maintenance
on the network

Acquired more than 4 million
tonnes of grain across Australia,
including 50 per cent of the
Western Australian harvest

$28

>500,000

Million

TONNES

Saved $28 million
from efficiency
initiatives

Installed additional storage
capacity of more than
500,000 tonnes

R EVE N U E

C A P ITAL R E I N V E S T M E N T

($m)

( $ m)

($m)
128.8
30.9

67.0

73.9

90.7

1,304.2

581.5
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20
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20
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20

20
11

20

10

09

20

08

20

20

20

07

(21.4)

28.1

40.1

27.7

1,102.9

1,541.3

119.0

1,951.3

N E T P R O F IT
( L O S S ) A F T E R TA X

0
20
1

20
1

1

S u mm a r i se d r es u lts
Tonnes handled

mt

6.5

11.1

Revenue

$m

1,951.3

1,304.2

Revenue including pool revenue

$m

2,870.4

2,636.2

Net operating profit/(loss) before interest and tax

$m

9.8

74.1

Net profit/ (loss) after tax

$m

(21.4)

28.1

Capital expenditure on property, plant and equipment

$m

128.8

67.0

Total assets

$m

1,506.5

1,619.0

Debt owing

$m

182.2

176.4

Equity

$m

1,086.5

1,109.0

Return on average equity

%

-1.9%

2.6%

Gearing (net debt to net debt plus equity)

%

3.2%

0.0%
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Summarised
Review

Storage and Handling Network
The CBH Group’s storage and handling network receives,
handles, stores and outloads bulk grain at nearly 200
receival points throughout Western Australia’s grain belt.
Total capacity is over 20 million tonnes, including the
addition of more than 500,000 tonnes of permanent and
temporary storage in 2010/11. On average, 10 million
tonnes is received from Western Australia’s annual harvest.

CBH Group is an
i nte g r ate d g r a i n
sto r a g e , h a n d l i n g
a n d m a r k et i n g

O P E RAT I O N S

co ‑ ope r at i v e o w ne d
a n d cont r o l l e d b y
g r o w e r s fo r the i r
benef i t .

Successfully operated
Grain Express, our
bundled storage, handling
and transport service,
for another year
Committed to invest up
to $175 million in new
rail freight with the
construction of 22
new locomotives
and 570 wagons

$97.3
million
Completed more than
$97.3 million in capital
works and maintenance
on the network
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YOUR NETWORK

Signed a new long-term
rail freight agreement
with Watco Companies
Rolled out Quality
Optimisation system
for wheat in time for
2011 harvest
Introduced a new
on-farm Quality
Assurance Program

CBH Grain – Marketing

Interflour

CBH Grain, the CBH Group’s marketing arm, is
Australia’s leading grain marketer and trader, shipping
more than $1.5 billion of grain in 2011. CBH Grain
exported grains from Australia to more than 20 markets
and 50 customers around the globe.

CBH’s investments include a 50 per cent partnership
in Interflour, one of the largest flour milling operations
in South East Asia. Interflour has milling interests in
Indonesia, Vietnam and Malaysia and an annual
milling capacity of 1.3 million tonnes.

I N T E R F L O UR GR O U P

C B H GRAI N

Recognised by Kondinin
Group as among the
best performing pool
managers over the
past five years

Flour mills posted
a Profit after Tax of
$29.4 million, with
$14.7 million attributable
to the CBH Group

Introduced new Pre-Pay
option for growers

Launched quarterly
Pool Talk newsletter

Interflour’s performance
helped offset the negative
impact of drought in
Western Australia

=~50%

US$12

Achieved accumulated
sales of around $1.5 billion
Shipped the first bulk cargo
of Western Australian
wheat to Saudi Arabia
in more than 20 years

Accumulated almost
50 per cent of the
Western Australia
crop 2010/11

CBH Group’s investment
in Interflour entitled it
to a record US$12 million
cash return
The new Cai Mep Port
in Vietnam achieved
80 per cent of its minimum
throughput in its first
eight months

million
Returned a record
US$12 million in cash
to the CBH Group

CBH Group ANNUAL REPORT
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h i g h l i g hts

Gave the go-ahead
for investment of up
to $175 million in new
locomotives and wagons

Signed a new long-term
above-rail services
agreement with Watco
Rolled-out Quality
Optimisation for wheat
statewide in time for
2011 harvest

Invested $97.3 million
in capital expenditure
and maintenance on
the network
Trialled a new grower
receival IT interface

Network

The 2010/11 year was an exciting and challenging one for your storage and
handling network, with many key projects being implemented to create value
for our growers and make the supply chain work better for all users.

These included our $175 million commitment to invest
in rail rolling stock and the statewide roll-out of Quality
Optimisation for wheat.
Unfortunately the 2010/11 harvest in Western Australia
was disappointing with only 6.5 million tonnes received,
well below the State average of just over 10 million tonnes.
However, smaller production years sharpen focus
on delivering the most cost-efficient supply chain for
growers. Throughout, our primary objective and highest
priority was to create and return value to the grower.

This ensured essential capital works and maintenance
expenditure on the network could be maintained.
We appreciate this outcome could not have been
achieved without the co-operation of growers. Your
support helped to significantly reduce the costs per
tonne of managing the small harvest and means we
are in a significantly better position to manage your
much bigger 2011/12 harvest.

G r a i n Rece i va l s fo r H a r v est 2 0 1 0 – 2 0 1 1

Harvest Management and Logistics
Grain receivals in Western Australia were down
to 6.5 million tonnes for 2010/11 compared with
the previous year’s harvest of 11.1 million tonnes.
This placed everyone in our industry under severe
pressure to reduce costs and create efficiencies
wherever possible.
The small crop restricted our ability to deliver full
services to growers during the 2010/11 harvest with
around 60 receival sites not opening, meaning many
growers were required to cart extra distances to deliver
their grain. However, by scaling our services to better
match the size of the harvest, we were able to materially
reduce the size of our projected loss – an acceptable
outcome given the small throughput.

14

YOUR NETWORK

Zone

Million Tonnes
2010 – 2011

Million Tonnes
2009 – 2010

Albany

1.2

2.0

Esperance

1.5

1.6

Geraldton

1.5

2.5

Kwinana

2.3

5.0

TOTAL

6.5

11.1

Genetically Modified (GM) Canola
CBH received Western Australia’s first commercial
harvest of a genetically engineered crop in 2010/11,
GM canola.

[
I think we are very
fortunate to have
the structure we do
as the focus is on
the growers not on
external shareholders.
It’s the reason
why we can have
initiatives like Quality
Optimisation.
Andrew Fowler,
Condingup

]
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Creating Value for You
Building a Sustainable Grain Freight Network
In late 2010 your co-operative made the decision
to invest up to $175 million in new rail infrastructure.
The acquisition of 22 new locomotives and 570
new wagons is one of the most significant supply
chain investments we have undertaken on behalf of
growers. The new rolling stock will replace ARG’s aging
infrastructure and provide you with the most modern
and efficient grain fleet in Australia, also ensuring grain
transport by rail remains competitive with road.
ARG’s contract with CBH for grain rail freight in Western
Australia officially ends on 1 May 2012. The transition to
our new rail operator, Watco Companies, will take place
in 2012, beginning a 10 year operating agreement.
We expect growers will start to experience the benefit
of this investment from 2013.
Managing the Transition
The rail investment we have undertaken is enormous,
but so are the benefits it will deliver Western Australian
growers.
Managing the transition will be challenging, however
CBH will take all steps necessary to keep grain moving
through our system and allow marketers to meet their
export commitments.
Such steps will include bringing in other external rail
resources, using additional road resources and holding
stock at port to help us manage the task successfully.
Just over 70,000 hectares of GM canola were planted
and GM varieties made up around seven per cent of
total canola receivals of just over 700,000 tonnes.
CBH respects the right of growers to choose which
grain varieties they want to grow. Our commitment
is to provide the storage and handling services that
enable all grains of commercial quantities delivered into
our network to be appropriately segregated to meet
market requirements.
CBH’s plans for managing canola deliveries in 2010/11
followed extensive consultation with canola marketers
including CBH Grain, the CBH Group’s marketing arm.
Marketers wanted the choice of non-GM to meet the
preferences of some domestic customers and major
European markets who indicated a willingness to pay
a premium for it.
Seven receival sites were available to accept the GM
crop and a robust sampling and testing system was
introduced to ensure varieties were declared correctly
and buyers received the type of canola grade purchased.
More than 25,000 deliveries of non-GM canola were
made during the 2010/11 season.
The processes undertaken by your co-operative to
successfully manage GM canola in the grain supply
chain ensures growers continue to have the choice
of which varieties they produce.
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Construction and Delivery
The 22 purpose-built locomotives will be shipped from
Boise in Idaho, USA. They will travel 3,500 kilometres
across the US to the east coast before being shipped
to Fremantle Port.
Our wagons are being built predominantly in China
by Australian company, Bradken. The bogies (wheel
frameworks) are being built in Mexico and assembled in
Australia. The intention is that 80 per cent of all wagons
will be delivered in mid 2012.
Bradken’s quality manufacturing facility is 200
kilometres north of Shanghai. To ensure excellence
is maintained, CBH has employed rail infrastructure
consultants, Mitsui to ensure strict adherence to all
CBH Quality Assurance and design requirements.
Wagon Design
The new wagons will be unique. They will be
constructed in aluminium with automatic loading and
discharge doors and other unique features to improve
productivity and safety.
Keeping Grain on Rail
The future of the grain rail network, in particular
Tier 3 rail lines, remained a contentious issue
throughout 2011.
Track manager Brookfield Rail (formerly WestNet Rail)
began the phased closure of Tier 3 lines in July 2011,

after the Western Australian Government declined to
assist with funding for the maintenance of the 700
kilometres of track on these lines. Closures included the
Quairading to York line, the Trayning to West Merredin
line and the Bruce Rock to Yilliminning line.
A compelling business case was subsequently
presented by CBH to the Western Australian
Government demonstrating that, under our new rail
strategy, Tier 3 rail lines could be more competitive than
road freight, without additional grain freight funding from
the Government.
Our case was built on the significant efficiencies which
will flow from our new world-class rolling stock and the
engagement of our new rail provider. These efficiencies
include:
• Cleaner and more fuel-efficient locomotives,
• Watco’s lower cost base and use of a significantly
different operating model suited to Western
Australia’s short-haul operating environment, and
• Lighter aluminium wagons with greater capacity.
In October 2011 the State Government announced
an extension in the operating life of Tier 3 lines until
the end of October 2012, to allow additional time for
required road improvements to be completed.
During this extension, we will continue to lobby our
case for Tier 3 lines to remain open permanently.

Quality Optimisation
Following a successful trial in the Geraldton and
Esperance Zones in 2010/11, Quality Optimisation
for wheat has been rolled out across Western Australia
in time for the 2011/12 harvest.
Growers have long been asking for the ability to
average the quality of the grain they deliver across
loads, rather than being paid on the quality of each
individual load.
The system we have developed allows growers to
“virtually” blend their individual wheat loads online after
delivery, via CBH’s LoadNet® facility. The intention is
to allow growers to maximize the value of their grain
without having to blend on-farm, reducing time and
complexity in the peak harvest period. At the same
time, our system protects Western Australia’s reputation
as a reliable supplier of quality grain.
The roll out of Quality Optimisation has involved
significant changes in our processes and systems,
as well as extensive consultation and communication
with growers, consultants and customers. This included
over 30 workshops attended by more than 800 growers.
We have also set up a dedicated Quality Optimisation
call centre for the 2011/12 harvest. Its purpose is to
provide service and support to growers throughout
harvest as they adjust to the benefits of the new system.
We would like to thank our growers for their help in
developing this exciting new system and look forward

to further developing it in conjunction with growers
in the future.

New Grower Receival IT Interface
In 2011/12 we trialled a new grower receival IT interface
at five sites. The system should help speed up data
entry at the sample hut and weighbridge during harvest
and deliver load information to LoadNet® faster.
Once more widely implemented, it will also allow CBH
to expand the options available to growers delivering to
our sites during harvest and reduce the complexity of
many current processes – particularly for certified loads.

Grain Express
In September 2011 the Australian Competition and
Consumer Commission (ACCC) confirmed its decision
to revoke the authorisation allowing CBH to operate
Grain Express, our bundled transport, storage,
handling and port terminal service. The ACCC said it
recognised the potential benefits of the bundled supply
chain service; however it did not believe exclusive
arrangements were needed to achieve those benefits.
CBH remains strongly of the view that Grain Express
in its current form provides significant net benefits to
growers and the community and has appealed the
ACCC decision to the Australian Competition Tribunal.
Grain Express is a logistics co-ordination model
focussed entirely on getting the right grain to port
at the right time in the most efficient way.
Benefits include:
• Providing the most cost efficient pathway for grain
to port with the least community and environmental
impacts;
• Allowing all marketers to post prices and compete
for all grain from all growers at all sites without the
risk of having small quantities of grain stranded
at isolated sites – where the transport cost of
moving the small quantity of grain to port would
be prohibitive;
• Allowing more time for growers to make marketing
decisions;
• Minimising the use of fumigants required to protect
grain against insect pests as grain storages are
opened less frequently;
• Improving the co-ordination of accumulation of grain
for ships;
• Providing greater transparency of transport costs
to all growers and customers;
• Allowing marketers to commit to port allocation
booking slots with the confidence that grain stocks
will be at port when required;
• Maintaining the quality and consistency of Western
Australian grain in the marketplace by actively
managing grain quality delivered to all exporters.
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Export difficulties experienced in the Eastern States
have demonstrated the value of CBH’s integrated and
coordinated supply chain in Western Australia.
The marketers responsible for exporting the majority of
Western Australia’s crop strongly support Grain Express
and recognise the benefits it delivers to them and
growers in Western Australia.
We expect the logistical difficulties experienced in the
Eastern States over the past year will lead to greater
recognition of the value of Grain Express, particularly
its ability to deliver certainty and reliability in executing
shipments on time and at the lowest cost of any supply
chain in Australia.

Quality Assurance (QA)
In response to developments in the marketplace and
feedback from growers, the CBH Group announced
changes to its on-farm quality assurance program in
2010. These changes included the restructure of the
Better Farm IQ program, now a voluntary program
called CBH Quality Assurance.
Under the voluntary program the proposed $2.50 per
tonne testing fee for delivery of non-QA grain will not
be introduced. However, QA incentive payments will
be removed from the 2011/12 harvest.
As a part of this restructure our QA team also looks
a little different. The Quality System Coordinators
(formerly known as the Integrated Quality Coordinators)
will have a broader role, although their primary role will
be to maintain system support and audits for your onfarm QA program.

Returning Value To You
Maintaining the lowest possible storage and handling
fees remains the key priority of your co-operative. In
September 2011, we advised of a modest increase
for the 2011-12 harvest, after three years of keeping
charges flat.
Limited to five per cent, the baseline rise means our
charges remain appreciably lower than similar bulk
handlers elsewhere in Australia. An additional $3 per
tonne increase was made for canola due to the higher
costs of storing this valuable grain. Maintaining low
storage and handling costs is our primary way of value
return to growers and we will continue to benchmark
ourselves to ensure CBH remains the lowest cost
comparable supply chain in Australia.

Maintaining Low Handling Fees
Limited to five per cent, the baseline rise means our
charges remain appreciably lower than similar bulk
handlers elsewhere in Australia. An additional $3 per
tonne increase was made for canola due to the higher
costs of storing this valuable grain. Maintaining low
storage and handling costs is our primary way of value
return to growers and we will continue to benchmark
ourselves to ensure CBH remains the lowest cost
comparable supply chain in Australia.

Capital Works & Maintenance
Your co-operative completed a range of capital works
projects during 2011, enhancing the network’s storage
capacity and improving receival and discharge efficiency.
Highlights of our capital works program included:

Rewards and Recognition Scheme
As the on-farm QA program has been in place for a
number of years, CBH wants to recognise QA growers’
past and continued efforts in maintaining their systems.

• Completion of a $15 million upgrade at Munglingup
receival site, almost doubling its current capacity
with the addition of 60,000 tonnes of fixed storage
and 60,000 tonnes of new open storage.

The Reward and Recognition Scheme is a new
risk-based audit program providing QA growers,
who have two years of good audits and no Level 1
contaminations with the option of an audit extension.
An audit extension gives growers one year audit-free.

• Commencement of the Ravensthorpe West
upgrade which will see 90,000 tonnes of new open
storage. This will replace old storage and increase
overall capacity by 30,000 tonnes.

Quarantined Benefits
Your co-operative is also committed and determined
to offer quarantined benefits that provide increased
value to CBH Quality Assured growers and recently
introduced a series of new services for QA growers.
These include access to CBH On-Farm Sampling,
Deferred Delivery and Fast Track services. QA growers
also have access to discounted rates for purchasing
Infratec SOFIA.
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These projects will improve your co-operative’s ability to
service growers in the southern district and provide the
full range of services.
Another $15 million dollars was invested in other
capital works during 2011, including the construction
of more than 500,000 tonnes of additional permanent
and temporary storage capacity and the installation of
additional machinery to accommodate the predicted
record harvest.

[

The incentives to participate
in the QA program now
include access to a much
better range of services such
as on-farm sampling, which
mean we can manage the
quality attributes of our grain
before it leaves our farm.
Andrew Fowler, Condingup

]

CBH also commenced a five-year program to upgrade
eight weighbridges across the State. Once this program
is complete, each of the eight targeted weighbridges will
meet new compliance standards by removing current
discrepancies existing in the end-to-end weighing process.
New plant equipment totalling $3.7million was also
installed across the network including ten new trippers
and 20 Stacker Loaders, each with 500 tonne per hour
capacity.
The upgrade and maintenance projects included:
• Carnamah Open Bulkhead (OBH) Development
– The construction of two new OBH storage
units increasing capacity by 70,000 tonnes and
installation of two 500 tonne Stacker Loaders and
a fully refurbished E-Pit.
• Mingenew OBH Development – The construction of
two bulkheads, associated earthworks and drainage
to increase storage capacity by 80,000 tonnes,
as well as the installation of a refurbished E-pit
and a 500 tonne-per-hour conveyor loading system.
• Corrigin OBH Development – The construction of a
bulkhead and associated earth and road works to
increase storage capacity by 25,000 tonnes. It also
included installation of a refurbished E-pit and 500
tonne-per-hour conveyor loading system.
• Quairading OBH Development – The construction of
a bulkhead, associated earth and road works to
increase storage capacity by 25,000 tonnes. It also
included the installation of a refurbished E-pit and
500 tonnes-per-hour conveyor loading system.
• Marchagee OBH Extension – Works extended the
existing bulkhead, added a two-coat seal and
made alterations to the drainage system.

• Bulyee OBH Development – The construction of an
open bulkhead, associated earth and road works
to increase temporary capacity by 25,000 tonnes
• McLevie OBH Development – The construction of two
emergency bulkheads as well as associated earth
and road works, increasing temporary capacity by
40,000 tonnes.
• Brookton OBH Development – The construction of
25,000 tonnes of temporary storage
• Konnongorring – Installation of an additional E-pit
• Cranbrook CLS Upgrade – The installation of
a 500 tonnes per hour ground conveyor and
refurbished E-pit.
• Refurbishment of walls on 115,000 tonnes of OBH storage

Port Terminal Refurbishments
Maintaining current infrastructure remained a
high priority for your co-operative in 2010/11 with
considerable funds expended on refurbishments at the
four port terminals.
This included:
• major repairs to Albany Terminal concrete cells;
• continuation of the Geraldton Terminal Cell
Refurbishment;
• a cladding replacement program at Kwinana
Terminal; and
• the commencement of repainting the cell roofs and
galleries at Esperance Terminal.
Other important maintenance work included machinery
electrical upgrades, road sealing and resurfacing and a
major seal program of fixed storage facilities to maintain
grain quality.
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[
Quality Optimisation
is a great step forward,
as it enables us to
upgrade the quality of
our loads and achieve
a better overall price
for our grain.
John and Gerard
Shadbolt, Mukinbudin

]
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Accumulated almost
50 per cent of the
Western Australian crop
Achieved accumulated
export sales of more
than $1.5 billion

Launched quarterly
Pool Talk newsletter
Was rated by Kondinin
Group as among best
performing pool managers
over past five years

Introduced new Pre-Pay
option for growers

Shipped the first
bulk cargo of Western
Australian wheat to
Saudi Arabia in more
than twenty years
Posted a $23.4 million
loss due to trading losses
and logistics issues in
Eastern Australia

marketer
Strengthening Grower Focus
The combination of a well below average Western
Australian crop, a volatile market and logistics problems
in Eastern Australia meant it was a tough operating
environment for your marketing arm CBH Grain in
2010/11. Our Eastern Australian operations reported a
significant loss due to the exceptionally difficult trading
and logistics challenges faced by all marketers on
the East Coast in 2010/11. This loss was obviously
disappointing and unable to be offset by the financial
performance of the rest of the marketing business.
Despite this, CBH Grain maintained its focus on creating
and returning value to growers, by providing flexible
options and faster cashflow, while continuing to maintain
and develop premium markets for Australian grain.
During the season your co-operative again acquired
a significant portion of the Australian export crop, with
the majority coming from Western Australia, where
we accumulated almost 50 per cent of the crop. This
translated to us shipping more than $1.5 billion of grain
around the world on behalf of our growers.
We recognise that in a deregulated market we must
provide you with service and prices that deliver more
value to you as a grower – and as such will continue
to seek out new initiatives that achieve this aim.

Grain Accumulation
Pre-Pay Advantage
In the lead up to the 2010 harvest, we introduced an
innovative product for Western Australian growers –
Pre-Pay Advantage. This is a pre-payment option for
Western Australian growers seeking cash flow prior
to harvest. It gives growers funds upfront in return for
commitment of grain, while allowing time and flexibility
to decide how and when they want to sell their grain
to CBH. Pre-pay Advantage has been overwhelmingly
supported by growers and industry professionals.

Pool Talk Newsletter
In a further effort to provide more transparent reporting
to growers on pool performance throughout the
year, CBH Grain introduced the quarterly Pool Talk
newsletter.
Pool Talk provides information direct from our pool
manager on the progress and performance of the
market and pool-hedging strategy. It also provides
a snapshot of how the estimated pool return has
changed since harvest and a budget guide for future
pool payments to assist growers with managing cash
flow requirements.

Over the past year, CBH Grain introduced a number of
initiatives aimed at driving value for growers who market
grain through their co-operative.
CBH Group ANNUAL REPORT
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[
Fast Payment Terms
CBH Grain also introduced faster payment terms in
2010/11, reducing payment terms from 15 business
days to seven.

Pool Performance
CBH Grain has a rich and proud history of pool
management for Western Australia growers spanning
almost 90 years. The pools offered by CBH Grain now
cover three states, five different commodities and up
to 10 different pool products.
CBH Grain is in its eighth year of providing innovative
wheat pool solutions to Western Australian wheat
growers and 2010/11 marked the third year of
managing pools in South Australia and Victoria, with
expansion into New South Wales and Queensland
for the 2010/11 season.
Our achievements in pool management have been
recognised by Kondinin Group, which has rated our
wheat pools to be among the best performing over
the past five years. Importantly, our final returns have
generally been near or above our estimates when
growers were committing their grain, a reflection that
they are a genuine assessment of what we believe we
can deliver.

Our focus is to deliver value to
growers by working closely with
customers to provide them with
high quality Australian grain that
meets their requirements and
secures premium markets.

]

harvest, CBH Grain’s overhead costs were able to be
spread over more tonnes, lowering the cost per tonne.
After careful consideration and due to the low
volumes received and difficult trading environment, the
co-operative took the difficult but prudent decision not
to provide a Loyalty Payment for the 2010/11 season.

Eastern Australia
CBH Grain has now been established in Eastern
Australia for six years and our brand and grain
acquisition capability has grown markedly over this
period. Our grain marketing products have also enjoyed
significant year-on-year growth during this time with
growers in all Eastern States strongly supporting our
cash and pool options.
During 2010/11 we accumulated well over one
million tonnes of grain from growers and a significant
additional amount on the track market, consolidating
our growth into the ranks of the biggest grain exporters
in Eastern Australia.

Loyalty Payment

From a logistics and quality perspective, the 2010/11
Eastern Australian harvest and post-harvest period
was one of the most challenging on record, presenting
significant issues for growers, marketers, service
providers and end-users. These challenges were
primarily a consequence of persistent unseasonal
rainfall, which not only impacted grain quality, but
also impacted the efficiency of the supply chain. As a
result of these issues, shipping capacity was adversely
impacted, in-turn creating considerable delays for grain
exporters shipping from Eastern Australian ports.

CBH Grain introduced the Loyalty Payment in 2009
and continued the program in 2010 by delivering a
$2.90 per tonne payment to any grower who sold grain
to CBH Grain in the 2009/10 season. The payment
applied to both cash and pool deliveries and saw
$14.2 million of additional value rebated back to growers.

CBH Grain worked closely with growers and customers
to minimise the operational and financial challenges
the difficult season generated and will continue to
implement suitable risk management strategies to
provide Eastern Australian growers marketing options
that support continued growth.

These achievements and milestones only drive us even
further to provide innovative solutions and superior
performance for the management of pools on behalf
of the Australian grain grower.

The Loyalty Payment was made possible by the
patronage of growers across Australia. As a result of
the large volume of grain received during the 2009/10
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Export Marketing & Market Development
The extreme weather conditions experienced over the
2010/11 season brought our marketers a challenging
year in managing key customers’ supply expectations
to ensure sufficient quantity and quality was delivered.
With the severe drought in Western Australia, our
supply potential was cut by half. However, we managed
these expectations by implementing a contingency plan
to either ration supply or divert transferable quality grain
products from alternative origins.
The objective was to maintain our long standing supply
reputation and market access for our grower members.
Serving and fulfilling our international customer demand
is paramount for positioning CBH Grain as a long term
reputable supplier of quality Australian grain.
In total, we marketed wheat, barley, canola, lupins, oats
and sorghum to more than 50 customers across more
than 20 countries throughout the world in 2010/11,
making more than $1.5 billion in accumulated sales.
We expanded our presence across the South East Asia
region by appointing a dedicated marketing manager to
service the growing demand for milling and feed grain.
Additionally, CBH Grain participated in the Ministerial
Review of Australian Quarantine and Inspection
Service (AQIS) operations as recommended in the
Beale Review. CBH plays a key consultative role in
Government decisions and ensures focus is maintained
on maximising our industry’s market opportunities
by ensuring it gains, maintains and enhances market
access conditions for all Australian grain commodities.

Wheat
The scale and diversity of CBH Grain’s wheat marketing
program enables us to access a wide range of markets
and customers and deliver the best value return for growers.
In 2010/11, we continued to supply quality Australian
wheat to our key customers in North Asia, South East
Asia and the Middle East, with sales to these regions
accounting for the majority of our total wheat sales.

The balance was spread across individual niche
markets that have a consistent demand for high quality
grain and which recognise the benefits of sourcing their
wheat from a grower-owned co-operative that provides
the services and solutions of an integrated supply chain
to the international market.
Europe and the Black Sea experienced drought
conditions reducing their exportable wheat surplus,
which presented a short-term opportunity for Australia
to satisfy Egypt’s import requirements.
A long-term market prospect for Western Australian
wheat is Saudi Arabia. In 2011, CBH Grain, together
with the Department of Agriculture and Food WA,
shipped the first bulk cargo of Western Australian wheat
to Saudi Arabia in more than 20 years, with the 55,000
tonne cargo worth USD $12 million. We are confident
we can build further on this in coming years.
CBH Grain continued to offer to growers the speciality
noodle niche segregation PNS. PNS captures the
superior quality noodle varieties (Binnu, Fortune and
Yandanooka) which are marketed into the premium
Japanese udon noodle market.
The CBH Group welcomed the Federal Government’s
response to the Productivity Commission’s
recommendations regarding wheat export market
arrangements. Your co-operative supports the
Federal Government’s decision to fully deregulate
the wheat export market in 2014, reducing the cost
of existing compliance requirements that provide little
or no additional protection for growers over existing
legislation.
In 2011, CBH Grain Technical Marketing Manager,
Dr Narelle Moore, was selected to be a member
of the Wheat Classification Council and a member
of the Western Panel of the Grains Research and
Development Corporation, in addition to her role
as Chair of the Wheat Council of the Grains Industry
Association of WA (GIWA). These appointments
demonstrate CBH Grain’s commitment to wheat
quality and the level of skill and expertise we are
able to contribute to the wheat industry as a whole.
CBH Group ANNUAL REPORT
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Barley
CBH Grain was the dominant exporter of Australian
barley in 2010/11 and continued to support long-term
customers of malting barley across Asia, as well as the
large domestic maltsters and brewers in Australia.
Globally, barley production is in decline (USA and
Canada), while competition and export competitiveness
is coming from Argentina and the Black Sea region.
However, Australia, in particular Western Australia, is
well placed as a barley producer and at eight million
tonnes is a significant global exporter in the world trade
of barley – both malting and feed.
To maintain relationships with key buyers of Australian
origin barley, CBH shifted a large volume of barley
exports from Western Australia to Eastern Australia.
This secured the drought reduced production of WA
barley for key customers with specific WA quality
attributes or demands.
Additionally, CBH Grain manages quality and
technical marketing agreements with several major
global brewers and maltsters, working with them to
trial and commercially evaluate new barley varieties
grown in Australia. It also works with barley breeding
organisations and Australian barley industry groups,
including Government, to provide the latest feedback
from the end user on the performance of existing
varieties in the market place.
CBH also remained a strong supplier of feed barley
to key domestic markets as well as into Asia and the
Middle East region, which is currently the world’s largest
feed barley importer.
CBH Grain is a foundation and current member of
Barley Australia, the peak industry body for barley
in Australia.

Canola
CBH Grain was the leading exporter of canola from
Australia in 2011, with sales into key markets including
Europe, Japan and Pakistan.
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A major development in the 2010/11 marketing season
was the increased demand for Australian non-GM
sustainable canola from the European Union (EU) on
the back of the burgeoning biofuel market. As part
of the Renewable Energy Directive (RED) imposed in
2009, the EU mandated an increased proportion of
fuel to be sourced from renewable sources such as
biodiesel from biomass such as oilseeds or palm.
We led the way in Australia by achieving accreditation
under the International Sustainability and Carbon
Certification (ISCC) scheme for the 2010/2011 and
2011/2012 seasons, enabling Western Australian
canola growers to access the rapidly growing, premium
paying European biofuel market.
Growers who participated in this scheme and sold
canola to CBH Grain during the 2010/2011 harvest
as certified sustainable canola for the EU biofuel
market were rewarded with an additional $1 per
tonne payment.
CBH Grain is an active member of the Australian
Oilseeds Federation.

Oats
CBH Grain continued to make inroads into the Asian
breakfast cereal market for Western Australian Oats,
providing Western Australian growers exposure to a
fast growing consumer segment.
CBH is also working with the National Oat Breeding
Program of Australia and investing in research and
development of new milling oat varieties to help oat
growers prosper and to continue the tradition of offering
high quality, high milling yield, bright, attractive oats to
our customers.
CBH Grain is a member of the Grains Industry of
Western Australia Oat Committee and supports
initiatives such as the Healthy Oats Working Group.

C B H G r a i n E xpo r t Dest i n at i ons

Other 5.7%

South Africa 1.7%
Kuwait 1.7%
Jordan 2.0%
Iraq 2.1%
Yemen 3.1%

Japan 19.6%

Malaysia 3.2%
Bangladesh 4.3%
China 12.6%

Vietnam 6.1%

Saudi Arabia 9.8%
Korea 9.1%
Indonesia 9.5%

Lupins
CBH Grain continues to supply the key markets of
Europe, Korea and Japan with FEMAS Certified lupins
for animal feed markets.
Extensive development into lupins for human
consumption was ongoing through our joint venture
Australasian Lupin Processing (ALP) with progress
being made. During the past year, ALP has focussed
on lupins for human health by developing improved
product processing in the mill located at Forrestfield
and enhanced product development to meet consumer
markets in our neighbouring countries.
The vision of lupins for human food has been
welcomed not only in Australia, but also globally. This
is an indication that the global consumer is looking
for a healthy alternative high protein food, that can
be supplied in reliable volumes, with quality support
systems and a committed grower base.
In the coming year, we will have a continued focus
on market and product development in our near
neighbours and work closely to ensure full engagement
in the health benefits of lupins through a combination
of food products.
CBH Grain is a member of the Lupin Society and
proudly supports industry initiatives to promote lupins
and the lupin industry.

Domestic Marketing
CBH Grain continued to supply grain to all market
sectors in Western Australia and Eastern Australia
including flour millers, maltsters, stockfeed
manufacturers, feedlots, oilseed crushers, industrial
and other food manufacturers.
Competition in the domestic market continued to
increase in 2011, with the main players aggressively
targeting domestic end-users. Conditions in Western
Australia and Eastern Australia could not have been
more different, with record supplies and lower prices
in the Eastern States against short supplies and
high prices in Western Australia. These conditions

Netherlands 9.6%

resulted in numerous challenges for 2010/11 with
drought reducing supply in Western Australia and wet
conditions reducing quality and creating delays for grain
movement in the east.
November and December 2010 was a period of high
forward contracting in Western Australia as domestic
end-users attempted to cover their demand for grain
in 2011. Sales continued to remain high until the new
season broke in mid-June. With excess supply of low
quality grain in the Eastern States, the season resulted
in steady demand of feed grain buying.

Financial Performance
CBH Grain’s financial performance in 2010/11
was significantly impacted by a volatile market and
low grain volumes in Western Australia. A loss of
$23.4 million after tax was made for the year, with the
major contributing factor being trading losses suffered
in Eastern Australia due to the exceptionally difficult
trading and logistics challenges faced by all marketers
on the East Coast in the 2010/11 season.
The historically large crop and persistent unseasonal
rainfall caused significant issues and delays in getting
grain into positions for shipping, incurring additional costs.
In Western Australia, the small crop and higher
prices saw growers attracted to cash pricing in a
very competitive market and a subsequent decline
in volumes delivered into pools. A slower shipping
program also saw an increase in borrowing and interest
costs as grain was held for longer than anticipated.
While the overall result for your marketer was
disappointing, we have made changes to address the
trading performance in Eastern Australia and to improve
logistical and execution costs and we look forward to
an improved result in 2012.
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Flour mills posted a Profit
after Tax of $29.4 million,
with $14.7 million
attributable to CBH
CBH’s investment in
Interflour entitled it to
a record US$12 million
cash return
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Prestasi Flour Mill in
Malaysia commenced
operation of its US$12
million 800 tonnes per
day expanded mill
Interflour Vietnam port
upgrade achieved
80 per cent of its
minimum throughput
in eight months

YOUR INVESTMENTS

[
By the time this
expansion is complete
Interflour Vietnam will
have milling capacity
of 1,000 tonnes per
day, positioning it as
the largest privately
owned flour mill
in Vietnam.

]
investments
Interflour Group
Despite a very challenging environment, the Interflour
Group delivered another strong financial performance
following the record performance in 2010. This strongly
confirms the value of the investment to our grower
members, with the return received from Interflour
helping to offset the negative impact on our business
of the drought in Western Australia.
Interflour’s performance was particularly promising
considering the number of challenges it faced on
all fronts.
The Queensland flood in December 2010 left the world
short of high protein wheat, creating a spike in world
wheat prices for much of 2011.
Interflour also experienced heavy flour price discounting
as cheaper imports flooded its markets at a time
Interflour was trying to maintain market share.
The European debt crisis led to an increased demand
for safe currencies and resulted in around a 6 per cent
depreciation in some of the currencies the Group
trades in against the US Dollar, in particular the
Vietnam Dong (VND).
Despite the tough market, Interflour’s sophisticated
wheat buying and hedging programs enabled it to
continue delivering consistent results to its shareholders
with Profit After Tax of $29.4 million of which
$14.7 million is attributable to CBH Group.

2011 also saw Prestasi Flour Mill commence operation
of its USD$12 million self-funded 800 tonne/day
expanded flour mill. Since opening, the Mill has gained
rapid momentum, increasing its market share as it
nears full production capacity.
Interflour Vietnam’s Cai Mep Port, which opened
last year, is another success story, having achieved
80 per cent of its minimum throughput guarantee for
the first year of operations in just eight months.
Looking ahead to 2012, Interflour’s focus is to complete
its 500 tonne/day flour mill expansion in Interflour
Vietnam. By the time this expansion is complete
Interflour Vietnam will have milling capacity of 1,000
tonnes per day, positioning it as the largest privately
owned flour mill in Vietnam. Interflour is looking to
duplicate the success at the Prestasi Flour Mill and
capitalize on the growing demands for flour in Vietnam
as the economy grows.

Australasian Lupin Processing
The Australasian Lupin Processing plant was
established in 2004 as a joint venture between
CBH Group and South East Asian business partners,
George Weston Foods.
Its main activity is focused on creating a suite of high
nutritional-value food options derived from lupins, that will
ultimately command a fair and stable price as a market
commodity for the benefit of our grower members.
CBH Group ANNUAL REPORT
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[
The coming
year will see a
strong continued
focus on market
and product
development.

]
The benefits of lupins are well documented with clinical
studies proving their intrinsic value in helping reduce the
risk of Type 2 diabetes and obesity, diseases causing
major health challenges across the world.
In partnering with medical communities in Australia,
Indonesia and India, the business is working vigorously
towards raising levels of awareness on how this
valuable legume can tackle these health issues head
on. Responses from governments and consumers
to date have been good.
Over the past year, the ALP business has been
focusing on improving product processing at the mill
in Forrestfield as well as concentrating on enhancing
product development, e.g. producing tempe and
lupin-based products to meet consumer markets
in our neighbouring countries.
The coming year will see a strong continued focus
on market and product development.

Australian Bulk Stevedoring
Australian Bulk Stevedoring (ABS) is a joint venture
between the CBH Group and Hudson Shipping Lines
and provides stevedoring services to exporters at
all Western Australian grain ports. ABS allows us to
create additional value for growers by tightening the
link between growers and customers and providing
services at another stage in the supply chain.
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ABS was set up with a highly flexible workforce
structure to match the seasonal and irregular pattern
of grain exports and shipping. In just its second year,
this structure has been crucial in enabling ABS to
operate with lower fixed costs for the 2010/11
season with a below average grain production.
However, managing this model does bring with it the
challenge of maintaining the right number of people to
maintain operations at port and ensuring enough casual
employees are available when required. To ensure this
balance was maintained during 2010/11 we adopted
recruitment strategies that targeted specific demographics
of people whose lifestyle and commitments better
matched ABS needs, as well as establishing labour
sharing arrangements with other ports.
The emergence of ABS as the pre-eminent stevedoring
company in Albany, and the only one now permanently
based there, also assisted us in capturing additional
work. This included woodchips, mineral sand, labour
hire for fertilizer discharge and moorings/unmoorings.
ABS also set up its own dedicated workforce in
Esperance, enabling us to better manage Esperance
operations by ensuring grain loading operations are
more reliably staffed, especially at peak times
The flexible ABS structure and additional work gained
at Albany Port enabled it to make a small profit in
2010/11, despite the low production year, a better
than expected result.

Newcastle Agri Terminal

United Bulk Carriers

In December 2009, CBH Grain acquired an option
to be a minor shareholder in a consortium proposing
to develop a new agricultural export terminal at the
Port of Newcastle in New South Wales. The Newcastle
Agri Terminal (NAT) has strong potential to support our
strategy to provide an integrated supply chain to our
customers using grain acquisition in Eastern Australia
to complement the supply and quality from
Western Australia.

A review by your co-operative of our joint ventures
resulted in the decision in 2011 to exit the formal United
Bulk Carriers (UBC) bulk freight management joint
venture formed in 2005 with Hudson Shipping.

The 2010/11 season highlighted the numerous
challenges faced by marketers using the existing
Eastern Australian supply chain. The aim of the NAT
consortium is to invest in infrastructure that will have
significant benefits for the grain industry through
encouraging innovation and investment in the supply
chain in NSW. The proposed terminal will have a
deepwater berth capable of loading panamax vessels,
rail discharge and shiploading capacity rated at greater
than 2000 tonnes per hour and port silo storage of
approximately 58,000 tonnes.

UBC has provided much value over the past six years,
however CBH believes it is an appropriate time to focus
our efforts on securing optimum freight arrangements
for growers outside this formal joint venture.
We will maintain our longstanding relationship with
Hudson Shipping through ongoing direct freight business.

In December 2011 CBH Grain exercised its option and
acquired a minority position in the NAT consortium for
$3.78 million.
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Average wait time of
37.9 seconds for calls
to Grower Service Centre

LoadNet® modified
to enable the rollout
of Quality Optimisation

Greater ability to
download data from
LoadNet® to popular farm
management packages

Launch of a DailyGrain
smartphone application

support
Grower Service Centre
The Grower Service Centre in Perth provides Western
Australian Growers with assistance in all aspects of
CBH’s business. This includes operational issues,
our online portal LoadNet®, transferring Grain online,
as well as product information, prices and payment
arrangements offered by our marketing division,
CBH Grain.
During the harvest period, between November 2010
and January 2011, the Centre received 16,149 calls.
Outside this period total calls were 14,450.
Growers experienced an average wait time of
37.9 seconds before calls were answered.
For the second year running CBH Grain Eastern
Australia had a dedicated Melbourne-based Grower
Service Centre (GSC). The Eastern State’s GSC
operated from October to February, to assist
Eastern Australian growers with their enquiries.

Local Support
CBH Grain has been partnering with grain growers
for almost 90 years and is dedicated to providing
advice at a local level. Our team of 12 Business
Relationship Managers, located throughout rural
Western Australia, provide growers with a local
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contact to assist with their grain marketing needs and
to facilitate contact with other areas of CBH where it
may help their businesses.
In Eastern Australia, CBH supports and services
growers through a team of four Regional Managers.

Loadnet®
LoadNet® is a free online service, offered by CBH,
allowing growers to track deliveries and payments,
write forward contracts and optimise and nominate
(sell) grain online.
Growers can view all their load date online, download
load data for use in farm management packages, sort
loads by acquirer, commodity, payment method and
more. Built for rural internet speeds, LoadNet® is a
powerful tool that allows growers to streamline their
interactions with CBH Group. It is available
24 hours a day, 7 days a week.
During 2011, LoadNet® was modified to enable
the rollout of Quality Optimisation for wheat, and now
incorporates the LoadNet® Optimiser so growers can
blend wheat online. LoadNet® also has increased
functionality, with greater ability to download or
export data to popular farm management packages
used by growers and their advisors.

DailyGrain®
DailyGrain, in which CBH Group acquired a 50 per
cent share two years ago, remains an industry leader
in the provision of price discovery and online grain
marketing for Western Australian growers.
The online platform offered by DailyGrain allows
growers to price grain and sell to their preferred buyer
in one simple step. Buyers can enter their live prices
directly into the system, ensuring their bids are up
to date.
The year saw the launch of a smart phone application
and the continued offer of DailyGrain Intro free to
CBH grower members.

DailyGrain continues to be a market leader in
the development of decision support tools for
growers. The launch of the DailyGrain’s Smartphone
Application, gives growers instant access to live
prices and stock information in Loadnet®. DailyGrain
also plans to increase functionality through the
application over the seasons to come, to ensure
you can make the most informed market decisions
possible.
The addition of DailyGrain Intro to the product suite
last year means all CBH members can access live
price information free. This is just another example
of how we provide value by helping you receive the
maximum value for the grain you grow.
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Improvement in safety
culture and performance
Launched “One CBH” a
cultural change program
to help create further
supply chain efficiencies

Negotiated six new
Enterprise Agreements
with employees and
registered with Fair
Work Australia
Reduced our Lost Time
Injury Frequency Rate
(LTIFR) by 28 per cent
and the number of LTIs
(Lost Time Injuries) by
38 per cent

Reduced workers
compensation claims by
an estimated $250,000
per annum
Introduced an initiative
encouraging women to
develop their careers
within CBH

people

Your co-operative remains a major employer in rural and metropolitan
Western Australia, with a workforce of around 1000 permanent employees
supported by up to 1800 casuals at harvest time.

One CBH
Recognising that creating and returning value to
growers requires all CBH teams to work together
efficiently along the supply chain, CBH launched a
cultural transformation program, entitled One CBH
in late 2010.
This initiative has two goals. The first is to create
a greater level of integration between divisions by
collaborating and understanding how each department
is creating and returning value to growers through
various initiatives. This will enhance the efficiency of our
supply chain from the grower through to the customer.
The second goal is for individuals to focus on CBH
values when interacting with others, making decisions
and solving problems to create a constructive culture.
This common set of behaviours will set the tone of
“how we do things here” and will be reinforced through
performance management and reward across the
business.
One CBH will also assist us to attract and retain our
people, as we continue to create an enjoyable place
to work.

Pay and Reward
As an employer CBH continues to focus on improving
the culture and experience for our diverse group of
employees. Along with our One CBH initiative, some
of the key changes in this area include the effective
renegotiation of six enterprise agreements.
These new agreements better position CBH for the
future by providing greater flexibility for appropriately
skilled employees to take on different tasks if changes
occur in operating procedures. At the same time, they
ensure our award-based employees are competitively
rewarded so we can continue to attract and retain good
people in a tightening labour market as well as giving
clarity around pay and conditions.
CBH also continues to improve its employee benefits
framework for all employees. In the past year, CBH
has extended its salary packaging options, established
the CBH Family Program for child and elderly care
and provided insurance coverage with the Paraplegic
Benefit Fund.

CBH Group ANNUAL REPORT

33

C B H S a fet y P r i nc i p l es

Our Safety Principles
are designed to guide
employees in the
decisions they make
every day
All injuries are
preventable
No activity is so
important that it cannot
be done safely

Management is
responsible for
maintaining a safe
working environment
We are all responsible for
our personal safety and
that of others
We are all empowered to
stop unsafe behaviours
Safety Interactions are a
part of our daily activities

Safety and Health
At CBH we are building a safety culture where each
employee is committed to providing a productive, safe
and healthy work environment for each other, as well
as growers, contractors and visitors.
The foundation of the CBH safety and health program
is built on our values, our Safety Principles and our
Safety Ideals. These remind everyone at CBH of their
responsibilities and guide decision making and actions
so that we:
• Protect all employees from injury;
• Ensure the safety of growers, contractors and
visitors in our workplace;
• Build a culture that continuously improves safety
and health at your co-operative.
Safety starts with leadership, accountability and putting
safety first above productivity. At CBH we believe that
all injuries are preventable. This shift in mindset has been
difficult for some but our journey to date demonstrates
that behavioural and cultural change is occurring.
Our safety journey requires growers and employees
to work closely together over the coming years to
ensure safety remains a priority, particularly during the
pressures of harvest. We have welcomed the support
received from growers thus far.

Take 5 – Every time
As one of our safety ideals, completing Take 5s ensures
each of our employees is taking responsibility to make
our workplace safer. A focus of our safety and health
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program has been to get every employee to stop
and think about every task, every time. This personal
pre-start allows us to assess the risks, make the
changes and complete the job safely.

Life Saving Rules
Four Life Saving Rules were introduced on 4 April 2011.
Our Life Saving Rules proactively prevent injuries
occurring from high risk tasks and dangerous activities
and were developed in consultation with people from
across the business.
Many CBH work activities have the potential to be
life threatening, yet all are preventable if appropriate
safety practices are followed. The Life Saving Rules
provide clear operating guidelines for these potentially
life threatening activities and they apply to all business
activities conducted by CBH or on behalf of CBH.
Where a Life Saving Rule is breached, CBH considers
this a serious safety incident and will address it with the
employee or contractor concerned.

Onsite Visitors
To date we have received great support from growers
and contractors in our new policies relating to wearing
high visibility vests and protective footwear at receival
sites. These new policies followed a phase-in period
over the previous two harvests. During the 2011 field
days, in partnership with Farmsafe, we handed out
over 2000 high visibility vests to children and growers
to raise awareness of safety on farm as well as at our
receival sites.

S A F E T Y ID E AL S

We have three safety
ideals. When completing
daily tasks, employees
keep these ideals in mind
to keep themselves and
others safe
Safety First – Never
compromised
Take 5 – Every time
Take Safety Personally
– Look after yourself and
your mates

Tailgate Safety
Our commitment to safety leadership in the industry
and the community was also reflected in our decision to
implement minimum standards for tailgate design and
operation for 2010 harvest deliveries to our sites.
Drivers of trucks had the choice to meet these
minimum standards or open and close their own
tailgate. Receival site operators are still given the
discretion to choose to not open a tailgate if they
are uncertain if it is safe for them do so.
Importantly, with grower support, the number of tailgate
injuries sustained by our employees dropped to zero
during the 2010 harvest, from 18 the previous harvest.

Safety Performance Indicators
The CBH Group has an unequivocal commitment
to creating a safe environment for all employees,
contractors, growers and visitors to our sites.
While there is still an unacceptable level of injuries on site,
we have seen positive trends within the last 12 months:
Historic (Lag) Indicators
• Number of Lost Time Injuries (LTIs) are down 38%;
• Lost Time Injury Frequency Rate (LTIFR) down 28%;
• There has been a continued decrease in injury
severity, resulting in a reduction in the workers
compensation claims estimates by $250,000.
Predictive (Lead) Indicators
• 725 incidents were reported, an increase of 23%,
meaning more issues are being reported by
employees, allowing for remedial action to take place;

• Leaders conducted 3,226 safety interactions/
conversations with their employees.

Employee Wellbeing Programs
The CBH Group has a number of programs designed
to support the health and wellbeing of its employees.
This year, 611 employees participated in a skin cancer
screening program. The screening program identified
more than one in six employees as having at least one
lesion requiring further assessment by a dermatologist
with 25 of those employees further checked for
carcinomas and 5 for the more serious cancer,
melanoma.
Online workplace challenges, one-on-one lifestyle
coaching, exercise programs and healthy heart checks
have also provide a variety of assistance to help
employees improve their fitness and lead a healthier
lifestyle.

Building Women’s Careers at CBH
The CBH Group’s workforce comprises 22 per cent
women and women are under represented in leadership
roles. As a result, the organisation has increased its
focus on gender equity and has launched a new initiative
called Demeter Circle.
Demeter Circle recognises the unique leadership
characteristics of women, and empowers them to build
their skills and confidence, both in the workplace and
the broader CBH community. Demeter Circle has held
a numberof events, open to both women and men
from CBH.
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Acknowledgement of Service
Each year, we have a number of employees
who receive service recognition awards. They
are employees who have dedicated 25, 30 and
40 years of service to your co-operative and
are recognised for this commitment.
25 years of Service
Norman Ryan
Andrew Zinetti
Vincent Baylis
30 years of Service
Robert Ricciardi
Laurence (Laurie) Thorpe
Lester Trainor
Douglas Brenton
Kevin Jones
Fred Maseyk
Robin (Rob) Burns
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Thomas Bone
Bernard James
Peter (Tom) Mckay
Peter Russell
Wayne Atkins
Phillip Baker
Allyn Wasley
Kenneth Zilm
Gary Ripp
40 years of Service
Jak Davidovic

YOUR PEOPLE

Continuous Improvement
The CBH Group’s employees have a strong focus
on innovation, productivity and efficiency to ensure
the business continues to generate optimal grower
value. A key feature of this productivity drive has
been strengthening our technology solutions,
improving processes and automating low value
administrative tasks.
Some of the productivity improvements implemented
in 2010 to achieve this included:
• Implementation of SAP technology landscape
• Rebuild of organisation structure and
implementation of technology workflow
• Enhancement of security and access controls
• Implementation of credit card transactions
automation

Procurement
In 2010/11 CBH reviewed and substantially
improved its procurement processes as a result
of the business improvement initiatives identified
through the Grain Chain project. The outcomes
of the project determined that costs could be
significantly reduced without affecting the
quality and services provided by our suppliers.
The most significant change was to move to a
category management approach, which included
reviewing our large number of individual suppliers
to ensure we are getting the best value for our
grower members.
To date, we have saved more than $5 million and
expect those savings to grow significantly in the
year ahead as we fully implement our new
procurement system.

• Reinstall of SAP payroll system
• Outsourcing of small fleet management services
to a third party, improving asset management,
reporting and expense management.
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Provided more than
$250,000 in sponsorship
and donations across
Western Australia
Re-introduced Seed
Donation Program to
help growers affected
by drought

Proud supporter of the
WA RIRDC Rural Woman
of the Year
Ninth year of partnering
with the WA Country
Football League
Foundation supporter
of the Narambeen Grain
Discovery Centre

community

As the largest grower-owned co-operative in Australia, we recognise the importance
of contributing to the sustainability of our farming communities through support
and sponsorship of rural communities, industry groups and events.
During 2011, your co-operative provided more
than $250,000 in sponsorship and donations to
organisations dedicated to improving the wellbeing of
people living in rural Western Australia. Additional funds
were also invested in eastern states as we continue to
increase our grain marketing presence in the region.
Types of support ranged from major sponsorship
of sporting, community and farm improvement
organisations to smaller but important donations
to local clubs and groups.

Community Partnerships
Seed Donation Program
The seed donation program was re-introduced in
2010/11 to help growers and their families affected
by the drought.
More than 20 grain growing families affected by the
widespread poor season in 2010 received seed
donations from 29 Western Australian growers who
were in a position to help.
The grain helped these families re-establish themselves
for the 2011 season. Grain forfeited under the Harvest
Mass Management Scheme, which controls the loading
of grain vehicles at harvest time, was also added to the
scheme. In total, this meant the grain growers received
between six and 30 tonnes of wheat or barley per
enterprise – in time for the 2011 planting season.
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Encouraging Local Sport
We understand how important community sporting
activities are in bringing community members of all
ages and interests together on and off the field.
To ensure these activities can continue we maintain a
number of major sporting partnerships aimed at helping
provide the vital but often less visible core funding
required to ensure country sport keeps running every
week of every season.
In 2010/11 we again provided $40,000 in sponsorship
to the WA Country Football League, bringing our total
contribution to the development of grass roots footy
over the past nine years to $300,000.
This money helped in the running of the 2011 country
competition comprising 12 leagues, 78 football clubs
and around 180 football teams. It also enabled us to
be the major sponsor of five individual leagues: Eastern
Districts, Upper Great Southern, North Midlands,
Central Midlands and Esperance Districts.
We also directly supported the development of younger
players through the WACFL State Colts team and the
CBH Colt All-Stars.
2011 was also the eighth year of our partnership
with Hockey WA, with our support contributing to the
development and running of country hockey, including
the CBH Group Men’s Country Championships

[
RIRDC Rural Women’s
Awards, sponsored by
CBH, are an outstanding
opportunity for women to
develop their confidence,
experiences, ideas
and, best of all, share
knowledge amongst
other country women.
Caroline Robinson, RIRDC
Rural Woman of the Year,
Woolocutty. Pictured
at Narambeen Grain
Discovery Centre.

]
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Other beneficiaries of the CBH local community
sponsorship and donation program included:
Avondale Harvest Festival
Bike it to Ballidu
Cranbrook Show
Dalwallinu Creative Arts
Kellerberrin Little Learners
Munglinup Tennis Club
Narrogin Golf Club
Newdegate Machinery Field Days
Northampton Golf Club
Nungarin Bowling Club
Wongan Art & Craft Exhibition

Encouraging Safety in Local Communities
Your co-operative also supports the Paraplegic Benefit
Fund and Farmsafe WA Alliance as a part of our
commitment to becoming an industry leader in safety.
In 2011 CBH assisted the Paraplegic Benefit Fund launch
a Regional Youth Program aimed at encouraging “highrisk” young people to place a higher value on safety and
reducing spinal cord injuries.
We also continue to be a partner in the Farmsafe WA
Alliance, which is dedicated to making farms safer by
improving safety awareness and skills.

Industry and Government
Farm productivity improvement
(4-6 June), the CBH Group Women’s Country
Championships (17-19 July) and sponsorship of the
men’s and women’s state country teams.
The CBH Group Country Championships are the
annual focal point for hockey players from 28 country
hockey associations and 639 regional teams in Western
Australian rural communities.
Additionally, through our partnership with Tennis West,
we were the major sponsor of the 83rd Country Week
tennis carnival held in January 2011 in Perth. The event
attracted 174 players competing in team events and 95
players in the individual competitions. We were also the
major sponsor of the Country Zone Challenge in April
involving eight country zones, 39 teams and more than
150 players.

Supporting Local Community Groups
Your co-operative supports many local groups at varying
levels to assist them to put on the events and programs
which they believe add value to the life and wellbeing of
grain growing communities and regions.
Major contributions this year include foundation support
of the Narambeen Grain Discovery Centre. Due to open
in early 2012, the Centre aims to showcase Western
Australian grain farming’s heritage, technology and
challenges involved in contemporary agriculture
to visitors.
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Your co-operative continued as a major sponsor and
supporter of programs enabling the development and
sustainability of the commercial farming industry. These
contributions were made through financial contributions
and in-kind support.
Western Australia’s farm improvement groups who are
carrying out this vital work with CBH support include:
Facey Group
Liebe Group
Mingenew Irwin Group (MIG)
Morawa Farm Improvement Group
South East Premium Wheatgrowers Association
(SEPWA)
Partners in Grain
West Midlands Group
Western Australian No-Till Farming Association
(WANTFA)
Additionally, CBH sponsored a number of major
conferences encouraging discussion and debate about
latest developments, trends and challenges affecting
our industry. These included:
International Grains Forum, Perth, December, 2010
Crop Updates, February 2011
Innovation Generation Conference, Perth, July 2011
Australian Grains Industry Conference, Melbourne,
August 2011
Co-operatives WA Annual Conference,
September 2011

We also supported the Western Australian Farmers
Federation and the Pastoralists & Graziers Association
2011 Convention. This was in recognition of the work
carried out by grower organisations in representing the
interests of growers at all levels of government and in
the wider community.

Supporting Women in Agriculture

Government Engagement

Once again our state winner, Caroline Robinson of
Woolocutty went on to win the prestigious national
award, as did our winner for 2010, Sue Middleton.

CBH Group engages regularly with all levels of
government – Federal, State and Local – to ensure
that growers’ interests are taken into account in the
government decision-making process.
A highlight this year was a visit to our Kwinana terminal
in January by the Prime Minister, Julia Gillard, and
the Minister for Infrastructure and Transport, Anthony
Albanese. Our Federal Cabinet visitors toured the facility
before launching the Federal Government’s National
Port Strategy and formally announcing its $135 million
commitment to the upgrade of the WA grain freight
network.

Education and Leadership
Your co-operative is committed to developing the
capability, knowledge and leadership skills of individuals
who choose farming as a career.
One way this is supported is through our longstanding
sponsorship of the respected Nuffield Scholars
program. In September 2011, we were please to
congratulate Kelly Manton-Pearce of Yealering on her
selection as the CBH-CSBP 2012 Nuffield Scholar.

In 2011, CBH was again a proud sponsor of the RIRDC
Rural Woman of the Year Award in Western Australia.
The award acknowledges the vital role women play in
agriculture, aiming to help them recognise and reach
their potential.

We are also a leader in supporting the growing number
of events now held throughout the wheatbelt which
focus on women’s development and wellbeing. In 2011,
these included:
West Midlands Group Women,
Wellbeing & Wine Day
Wheatbelt Women’s Day, Bruce Rock
Liebe Group Women’s Field Day, Dalwallinu
Facey Group Women in Agriculture, Wickepin
Narambeen Ladies Long Lunch
SEPWA Ladies Day, Esperance

Agricultural Research and Development
CBH was a significant sponsor of The Crawford
Fund. The Fund promotes and supports international
agricultural research and development involving the
participation of Australian organisations.
In 2011, CBH Grain, worked with the Crawford Fund
and the Cooperative Research Centre for National Plant
Biosecurity to conduct a week-long training program in
control of grain storage pests.

Other awards sponsored by CBH include the Muresk
Institute Dux of Agribusiness Marketing Prize, CY
O’Connor, TAFE and the Agricultural College Awards
for outstanding achievement which all aim to encourage
talent and leadership in agriculture.
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[
When things got tough
it felt like we were
battling away on our own
and there was nowhere
we could turn, but the
kindness of the donation
let us know there were
people willing to help if
we just asked and CBH
really went above and
beyond.
Bob Huxley, Gabbin,
Seed Donation Program
recipient

]
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The nine participants recommended by CBH Grain
were from flour milling companies with experience
operating in key Asian markets. This type of market
development activity significantly differentiates
CBH Grain from other marketers.

Industry Associations and Memberships
As Australia’s largest co-operative and Western
Australia’s major grain business, we take our obligations
and responsibilities as a leading member of the state’s
business community seriously. We achieve this by
maintaining strong proactive presence in industry
groups dedicated to upholding and promoting high
standards, collaboration and performance. These
organisations include:
•
•
•
•

Grain Industry Association of Western Australia
Co-operatives WA
International Co-operative Alliance
Australian Institute of Company Directors
(WA Division)
• Western Australian Chamber of Commerce
& Industry
• Kwinana Industries Council

Employee Voluntary Contributions
CBH Group proudly supports all country and city-based
employees who continue to participate in charitable and
community events and activities.
Not only does this directly benefit the local communities
in which we all live and work but it also promotes
continued employee engagement with our communities.
Charities and events that have benefitted this year in
terms of support, time and donations include:
Activ Foundation’s 2011 City to Surf
Beyond Blue
Breast Cancer Care WA

HBF Freeway Bike Hire
Japan Disaster Appeal
Landcare Australia
Rottnest Channel Swim
MoVember (raising funds for prostate cancer
research)
Queensland, Victoria and Gascoyne Flood Relief
Appeals
St Vinnies Winter Appeal

Donations
Red Cross Japan Disaster Appeal
CBH made a significant donation through Red Cross
Australia on behalf of WA grain growers to assist with
the relief effort in Japan following the devastating
earthquake and tsunami in March.
As one of WA’s most important grain markets CBH
has many longstanding and close friendships and
relationships in Japan. We conveyed to our friends
and customers our best wishes for their wellbeing and
undertook to do whatever we could to assist them in
their nation’s recovery.

Royal Flying Doctor Service
We donated $2000 to the Royal Flying Doctor Service
(RFDS) after making a commitment to donate $5 to the
RFDS for every member who attended one of our 11
grower meetings held during March and April this year.

Foodbank
CBH continued to support Foodbank, Australia’s
biggest hunger relief charity, in 2011. Our unique threeyear partnership has seen donated grain converted
directly into millions of meals of pasta, cereal and other
grain-based food for needy families around Australia.
We were also the main sponsors of Redwave Media’s
Foodbank 2010 Christmas appeal.
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Maintained certification
to the International
Standards Organisation
ISO14001. Environmental
Management standard at
all port terminals
Continued installing solar
and wind powered
lighting across CBH sites

Purchased 22
locomotives that meet
stringent environmental
emission standards
Installed energy
optimisation technologies
at two major facilities

environment
Committed to a Sustainable Future
Your co-operative is committed to a sustainability
vision designed to deliver value to all stakeholders by
protecting, sustaining and enhancing the human and
natural resources needed for the future.
Key objectives of our Sustainability Plan centre on
us reducing harm to the environment by continually
reducing our overall environmental footprint, while
also supporting initiatives that will bring positive
long-term gains to the agricultural community
in Australia.
In an effort to continue to reduce our own carbon
footprint we have continued a steady program of
energy efficiency initiatives including installing solar
and wind power across CBH sites, improving fleet
vehicle efficiency, improving waste management and
committing to invest up to $175 million into a more
energy efficient rail system.

44

YOUR ENVIRONMENT

During 2011 CBH were also represented on the
Land Sector Working Group, an advisory committee
brought together to provide input into Federal
Government climate initiatives and policies such as
the “Securing a Clean Energy Future Climate Change
Plan” and the “Carbon Farming Initiative”.

Energy Reduction
Many of our energy efficiency programs continued
to return significant savings in 2011 as we continued
installing solar and wind powered lighting across
our sites.
The implementation of larger scale projects designed
to increase our renewable energy profile continues
to be a key objective for CBH, particularly at the
fringe of energy grid locations or as a substitute
or supplementary energy source.
Power factor control units were installed at the
company’s Metro Grain Centre and Albany Grain
Terminal facilities. These units enable a reduction
in lost and wasted energy required for the running
of the facility.
All electrical upgrades now involve the installation of
equipment designed to assist and enhance optimal
energy utilisation and reduce the potential for penalty
charges.
Formal energy efficiency programs focused on practical
initiatives and options were maintained at all major
CBH Group terminals as part of the CBH Group’s
Environmental Management System (EMS).

Environmental Management Systems
The CBH Group again maintained certification to
the International Standards Organisation ISO14001
Environmental Management Standard at all port
terminals.
In the last year the CBH Group recorded no breaches
of any environmental regulations.

Investing in a Sustainable Rail System
Your co-operative’s $175 million planned investment
in new rail rolling stock was a huge demonstration of
our overall commitment to our sustainability vision.
Twenty-two brand new locomotives, which are
scheduled for delivery by the end of 2012, will be
more fuel efficient and are designed to comply with
current US tier 2 emission standards making them
among the most efficient and low emitting diesel
freight locomotives in Australia.
We also actively pursued and lobbied for Western
Australian tier 3 rail lines to remain open, therefore
keeping bulk grain transportation off our road
systems.

Waste Management
The CBH Group remains committed to continuing
to reduce its overall waste to landfill burden and
positively impacting on individual behaviours by
continuing internal education and communication
initiatives.
Established programs to promote the reduction of
waste to land fill across all waste streams including
paper, oil, plastics, scrap metal, grain covers and
e-waste continued. However, this year has also seen
a special focus on diverting wastes with the potential
to have serious contamination impacts on either
groundwater or soil, or that have significant material
recovery benefits.
We also delivered several shipments of mobile
phones and accessories to the Aussie Recycling
Program and ensured the toxic compounds
contained within this waste didn’t enter land fill sites.
Proceeds raised through the recycling and reuse of
mobile phones and accessories are donated to the
Centre for Cerebral Palsy Association, a not-for-profit
organisation supporting people and families living
with Cerebral Palsy.

Fleet Management
Improving the safety and efficiency of our fleet
continues to be a key sustainability action for CBH.
In 2011 we applied a minimum ‘green vehicle’
rating for passenger and commercial vehicles and
implemented a minimum ANCAP safety rating of
4 to all vehicles entering the CBH fleet. This rating
helps us stay focused on fuel efficiency, emissions
and safety.
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board of
directors

Neil Wandel Chairman

Wally Newman Deputy Chairman

Trevor Badger Director

Neil Wandel was elected as a
Director of the CBH Group in 2002,
was appointed Deputy Chairman
of the Board in May 2005 and
became Chairman in April 2008.
He is also Chairman of the Board’s
Remuneration and Nomination
Committee, a member of the
Investment Committee and
a Director of the Trustee of the
CBH Superannuation Fund.

Wally Newman has been a Director
of the CBH Group Board since
August 2000 and was Chairman of
CBH subsidiary Bulkwest in 2002.
He is also Chairman of the Board’s
Communication Committee and a
member of the Remuneration and
Nomination Committee.

Trevor Badger was elected as
a Director of the CBH Group in
April 2007. He is a member of the
Board’s Investment Committee and
Communications Committee.

Additionally, Neil was an inaugural
member and Chairman of the Pulse
Association of the South East
(PASE) until 2002, and is a current
member of the Australian Institute
of Company Directors.
Neil produces grain and cattle
on his property at Scadden, near
Esperance, in Western Australia’s
South East.
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Wally is a farmer from Newdegate
in Western Australia’s grainbelt.
A Director of several private
companies, he is renowned as the
instigator of the popular Newdegate
Machinery Field Days, an annual
event since its inception in 1973.
Wally is a member of the
Newdegate Land Conservation
District Committee. He has also
served on the Lake Grace Shire, the
International Agricultural Exchange
Association, has been a member of
the Hollands Track Working Group
Committee with the Broomehill,
Lake Grace and Coolgardie Shires
and is a Fellow of the Australian
Institute of Company Directors.
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Trevor has held executive positions
on various grower representative
bodies in Western Australia and is
currently Chairman of the Pingrup
CBH Water Harvesting Project,
and Lake Chinocup Catchment
Resource Management Committee.
A graduate member of the
Australian Institute of Company
Directors, Trevor produces grain
and sheep on his properties
in Pingrup and Mindarabin in
Western Australia’s South West.

Vern Dempster Director

Kevin Fuchsbichler Director

John Hassell Director

Vern Dempster was appointed
Director of the CBH Group in
April 2008. He is a member
of the Board’s Audit and Risk
Management Committee and
Communications Committee.

Kevin Fuchsbichler was elected
as a Director of the CBH Group
in April 2007. He is a member
of the Board’s Remuneration
and Nomination Committee and
Communications Committee.

John Hassell was elected to the
CBH Group Board of Directors
in April 2009 and is a member
of the Board’s Remuneration
and Nomination Committee and
Communications Committee.

Vern is a grain and sheep farmer
from Northam, located in Western
Australia’s central wheatbelt. He
has held various positions with
the Western Australian Farmers
Federation (WAFF) and was
a Director of United Farmers
Co-operative from 2000 to 2003.

Kevin is a grain producer from
Bruce Rock with more than
30 years industry experience.

A grain and livestock producer
from Pingelly, located in the central
wheatbelt region of Western
Australia, John has held a number
of executive positions with the
Western Australian Farmers
Federation.

Vern is a Graduate Member of the
Australian Institute of Company
Directors.

He was formerly a Director of Bruce
Rock Bendigo Community Bank,
is a past State President of the
International Agricultural Exchange
Association and an inaugural
Board member of the International
Rural Exchange. Kevin is also a
Member of the Australian Institute
of Company Directors.

John holds a Bachelor of Business
in Agriculture from Curtin Muresk
Institute of Agriculture and is a
graduate member of the Australian
Institute of Company Directors. He
has also been an active participant
in a number of local community
associations including Rural Youth
and Apex.
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Peter Knowles Independent Director

Rodney Madden Director

Mick McGinniss Director

Peter Knowles became a Director
of the CBH Group in April 2009.
He is also a member of the Board’s
Remuneration and Nomination
Committee and Chairman of
the Investment Committee.

Rodney Madden was elected to
the CBH Group Board of Directors
in April 2006 and is a member
of the Board’s Audit and Risk
Management Committee and
Investment Committee.

Peter was Managing Director of
Wesfarmers CSBP for seven years
until his retirement in 2001. Earlier
positions with the Wesfarmers
group included General Manager
Commercial and Group Projects
Manager - Business Development.
Before joining Wesfarmers he held
various positions at Hamersley
Iron, including General Manager
Projects.

A grain and sheep producer from
Morawa in Western Australia’s
Midwest, Rodney was a
founding member and Director
of United Farmers Co-operative
Company and Chairman from its
establishment in 1992 until 2003.

Mick McGinniss first joined the
CBH Group Board of Directors
in 2002 and serves as a Director
until 2009 before being re-elected
in 2010. He is a member of
the Board’s Remuneration
and Nomination Committee.

In recognition of his contribution to
Agriculture, Rodney was awarded
the prestigious Sir John Monash
Gold Medal Award for Agribusiness
Co-operative Directors in 2002.
He is also a Fellow of the Australian
Institute of Company Directors.

Since retiring from CSBP, Peter
has consulted to companies such
as Rio Tinto Iron Ore and Australian
Railroad Group. He is a Director
of Coogee Chemicals and is past
Chairman and President of the
Activ Foundation Inc.
Peter holds a Bachelor of
Economics from Monash University
and has completed the Harvard
Advanced Management Program.
He is also a Member of the Australian
Institute of Company Directors.
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A grain grower in the Merredin
area, Mick is a past Director of the
Grains Research and Development
Corporation and is a Member of
the Australian Institute of Company
Directors.

Clancy Michael Director
Clancy Michael was elected as a
Director to the CBH Group Board in
April 2008 and is a member of the
CBH Group Board Audit and Risk
Management Committee.
Clancy has more than 30 years
farming experience in the Midwest
region of Western Australia. He was
the inaugural Vice Chairman of one
of Australia’s leading grower groups,
the Mingenew Irwin Group (MIG)
from 1997 to 2007, and still farms
at Mingenew.
Additionally, Clancy is current
Chairman, and was a founding
member of the Grower Group
Alliance - an organisation set up
to develop effective information
channels between farmer groups
and research organisations. He
has also been active on many
consultative and reference groups
associated with the Agricultural
industry. Clancy is a Graduate
Member of the Australian Institute
of Company Directors.

Diane Smith-Gander Independent
Director
Diane Smith-Gander became a
Director of the CBH Group in March
2011 and is a member of the Audit
and Risk Management Committee
and the Investment Committee.
Diane has held senior executive
roles with Westpac Banking
Corporation and was a Partner
with McKinsey & Co in the USA.
She holds Board positions with
Wesfarmers, Transfield Services
and National Broadband Network,
is the past Chairman of Basketball
Australia, a past Director of
pieNETWORKS Ltd and a former
Chairman of the Australian Sports
Drug Agency.
Diane is a Member of the University
of Western Australia Business
School Advisory Board and a
Fellow of the Australian Institute of
Company Directors. She also grows
grapes in Margaret River.

David Willis Independent Director
David Willis was appointed to the
CBH Board in March 2010 and in
2011 accepted the role of Chairman
of the Audit and Risk Management
Committee. He is also a member
of the Investment Committee.
David is a qualified accountant
with more than 30 years business
experience in the Asia Pacific,
UK and USA, including more than
25 years working with Australian
and foreign Banks.
He holds a number of Board positions
with public and private companies in
several sectors and across Australia,
New Zealand and Asia.
He also acts as advisor to several
companies and chairs a charity
assisting disadvantaged youth.
David is a Member of the Australian
Institute of Company Directors and
the Australian Institute of Chartered
Accountants.
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executive
01/ Dr Andrew Crane Chief Executive Officer

02/ David Moroney Chief Financial Officer

Andrew Crane joined grain marketer, Grain Pool Pty
Ltd in 2001. He was appointed General Manager of
Grain Pool when it merged with CBH Group in 2003.
In 2008, Andrew became General Manager of Strategy
and Business Development and was appointed Chief
Executive Officer of the Group in April 2009.

David Moroney joined the CBH Group as Chief Financial
Officer in July 2009 with responsibility for the financial
and IT management of the Group.

Since joining CBH, Andrew has led the reorganisation
of the business to ensure grower members benefit from
the dramatic deregulation of their industry. Key initiatives
include partnerships and acquisitions along the grain
supply chain, their subsequent integration and improving
the efficiency of the broader business. As the CEO he
has led a reconfirmation with members of a competitive
co-operative business model, the creation of value return
measures and delivery and valuing employees through
a commitment to improving safety and engagement.
Prior to joining the CBH Group, Andrew spent 12 years
in the European malting industry in various production,
operational and marketing management positions. His
last role was as Commercial Director of Pauls Malt Ltd,
responsible for raw material sourcing and global sales.
Andrew holds a BSc in Environmental Studies, a PhD in
Agriculture and is a Graduate of the Australian Institute
of Company Directors. Andrew is also a Director of
Interflour Holdings Ltd and a member of the Curtin
Business School Advisory Council.
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David has more than 20 years in senior finance
roles, most recently as Chief Financial Officer of
First Quantum Minerals, and previously at Wesfarmers
Group, initially as Chief Financial Officer of CSBP and
later as General Manager Group Business Services
in Wesfarmers Corporate.
David has also worked overseas in secondments to
Indonesia and the United States. He holds a Bachelor
of Commerce from the University of Melbourne, is a
Fellow of both the Institute of Chartered Accountants
and CPA Australia, a Graduate of the Australian Institute
of Company Directors, and an Alternate Director of
Interflour Holdings Ltd.

03/ Virginia Miltrup General Manager Corporate Services
Virginia Miltrup joined the CBH Group in June 2009
as General Manager Human Resources and became
General Manager Corporate Services in May 2010.
She is currently responsible for the HR, Organisational
Development, Safety & Environment and Shared
Services portfolios.

Virginia was previously head of the HR and Brand
Equity portfolios at Synergy and has experience
in senior management roles in industries including
utilities, technology, publishing and local government.
Virginia has international experience gained as General
Manager HR (Asia Pacific) with Thomson Reuters.
She holds a Bachelor of Commerce degree in HR and
Industrial Relations and a Masters Degree in Leadership
and Management. Virginia is also a Graduate of the
Australian Institute of Company Directors.

04/ Brian Mumme General Manager CBH Grain
Brian Mumme was appointed to the position of General
Manager, CBH Grain Pty Ltd in 2008 where he currently
oversees acquisition, pooling, trading and marketing
activities for all grains.
Brian has extensive international experience having
worked in Australia, the United Kingdom and the United
States of America. Prior to joining the CBH Group,
he spent 22 years with BP in various operational and
management roles, predominantly in the area of supply
chain management and trading.
Brian holds a Chemical Engineering degree from Curtin
University. He is a Director of United Bulk Carriers Pty
Ltd, CBH Grain Japan Co. Ltd and CBH Grain Asia Ltd.
He is also a Graduate of the Australian Institute of This
Company Directors.

05/ Grant Thompson General Manager Grower Services
Grant Thompson joined the CBH Group’s Operations
division, where he held senior roles in strategy,
operations, project management and logistics.
In 2009 he became Head of Accumulations, where
he successfully led the CBH Grain Accumulations
team. Grant was appointed to the position of General
Manager Grower Services during 2010.
Grant has extensive industry knowledge and a depth
of experience in managing grower relationships, both
pivotal in enhancing and facilitating the move towards
a grower-focused co-operative.
Grant holds an Executive MBA from the University of
Western Australia, a Bachelor of Business (Agriculture)
and is a Graduate of the Australian Institute of
Company Directors.

06/ Colin Tutt General Manager Operations
Colin Tutt was appointed General Manager Operations
in 1995. His responsibilities include overseeing CBH’s
world-class storage and handling operations including
grain receivals; road and rail transportation; grain
storage, sampling and caretaking; freight for shipping;
engineering services; and shipping freight.
Colin’s career commenced in 1974 as a CBH
receival point operator and as a result he has gained
extraordinary experience and knowledge, particularly in
WA grain supply chains. Colin has also travelled overseas
to examine other grain handling networks including
spending time in Viterra, Canada where he gained
insight into their more competitive supply chain model.
Colin holds a Diploma in Business Management from
Mt Eliza Management College and is a Graduate of
the Australian Institute of Company Directors.

07/ Allyn Wasley General Manager Strategy
& Business Development
Allyn Wasley was appointed General Manager Strategy
& Business Development in April 2009 after serving six
years as Chief Financial Officer of the CBH Group.
Allyn is a Director of Pacific Agrifoods Ltd and Interflour
Holdings Ltd. He is also a Commissioner of PT Eastern
Pearl Flour Mill and a Director of United Bulk Carriers
Pty Ltd. In addition, Allyn is a Director of Australian Bulk
Stevedoring, CBH Superannuation Holdings Pty Ltd
and Westgrains Insurance.
Allyn holds a Bachelor of Business in Accounting and
a Post Graduate Diploma in Management from Curtin
University. He is also a graduate of the Australian
Institute of Company Directors.

08/ David Woolfe General Manager Legal and Risk
David Woolfe joined CBH Group as the General
Manager, Secretarial and Legal in October 2003 and
became General Manager Legal and Risk in May 2010.
He is currently responsible for the company secretarial,
corporate governance, risk and legal functions of
the Group.
A qualified lawyer and Chartered Secretary, David was
previously a partner at Freehills where he practised
corporate and commercial law for more than 16 years.
David is a Fellow of the Australian Institute of Company
Directors, the Institute of Chartered Secretaries and
Administrators and of Chartered Secretaries Australia.
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Corporate
Governance
THIS Statement outlines the main corporate governance practices of the
CBH Group’s governance system for the year ending 30 September 2011.

The CBH Group of Companies has in place a
Corporate Governance Charter setting out the
role, responsibilities and powers of Directors, and
documenting the way the Board functions. Following
the Co-operative’s transition to the Co-operatives
Act 2009 (WA) and the adoption of new Rules
replacing its previous Memorandum and Articles of
Association, the Board approved changes to various
policies within the Charter to reflect the provisions
of the Act and the Rules.
In addition, other policies have been updated to
reflect changes in law and best practice to ensure
appropriate corporate governance processes are
in place within the CBH Group.
The CBH website (www.cbh.com.au) contains copies
or summaries of key corporate governance policy
documents.

The Roles of the Board and Management

in the interests of the Co-operative as a whole.
It is the role of senior management to manage
the organisation in accordance with Board policies
and the direction determined by the Board.
The CBH Board is responsible for and has the
authority to determine all matters relating to the
policies, practices, management and operations
of the Co-operative. It is required to do all things
that may be necessary in order to achieve the
Co-operative’s objectives. The Board has the final
responsibility for the successful operations of the
Co-operative. Without limiting this general role of
the Board, the specific or principal functions and
responsibilities include:
• providing the overall strategic direction and
approving corporate strategy of the Co-operative;
• setting the goals of the CBH Group, including
short, medium and long-term objectives;

The Board of Directors is responsible to members for
the performance of CBH and its controlled entities.
The Board of each Company within the CBH Group
is responsible for all matters relating to the running
of that Company.

• appointing and approving the terms and
conditions of employment of the Chief Executive
Officer and the Company Secretary;

The charter identifies the relationship between the
Board and Management. The Board’s role is to
govern, rather than manage the organisation. In
governing the Co-operative, the Directors must act

• reviewing and approving capital expenditure, including
the annual capital and miscellaneous budgets;
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• reviewing and approving the annual and long-term
operating budgets;

• monitoring the effectiveness of risk management
policies and practices;

It i s the r o l e of
sen i o r m a n a g ement
to m a n a g e the
o r g a n i s at i on i n
a cco r d a nce w i th
B o a r d po l i c i es
a n d the d i r ect i on
d ete r m i ne d b y
the B o a r d .

• monitoring the operational and financial
performance of the Co-operative; and
• monitoring compliance with legislative, occupational
health, safety and environmental and ethical
standards.
The Board carries out its activities through the Chief
Executive Officer, to whom specific powers and
responsibilities have been delegated.

Board Structure
The CBH Rules provide for the following Board
structure:
• Nine Member Directors. These Directors are elected
from five districts comprised of Districts 1, 2, 3, 4
and 5. There are two Directors elected by Members
from each of districts 1, 2, 3 and 4 and one Director
elected by Members from district 5. These Member
Directors can have their main grain growing
interests in any district.

• The appointment by the Board of up to three
Independent Directors as the Board consider
appropriate to provide expertise or skills in certain
fields that will broaden the overall experience of
the Board of Directors.
The Board appoints a returning officer to conduct
the election of Member Directors in accordance
with the Rules.
Prior to the appointment or reappointment of
an Independent Director, the Remuneration and
Nomination Committee identifies and considers a
number of potential candidates. The Committee then
makes a recommendation to the Board with regard
to a preferred candidate and the Board makes a final
decision as to the Director to be appointed.
The term of office for a Member Director commences
from the Annual General Meeting at which he or she
is elected or at which his or her election is confirmed
and expires at the third Annual General Meeting after
election. The term of office for Independent Directors

Name of Director

Current Term Commenced

Term Expires
Annual General Meeting

T N Badger

30 March 2010

February 2013

V A Dempster

2 March 2011

February 2014

K J Fuchsbichler

30 March 2010

February 2013

J P B Hassell

1 April 2009

February 2012

*P W Knowles

1 April 2009

February 2012

R G Madden

1 April 2009

February 2012

M E McGinniss

30 March 2010

February 2013

M C Michael

2 March 2011

February 2014

W A Newman, Deputy Chairman

2 March 2011

February 2014

*D Smith-Gander

2 March 2011

February 2014

N J Wandel, Chairman

1 April 2009

February 2012

*D S Willis

30 March 2010

February 2013

* denotes Independent Director
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is up to three years with their appointment to be ratified
by members at the next Annual General Meeting
following their appointment or re-appointment.
There is no maximum age limit for a Director or any
age after which a Director must be reappointed on
an annual basis.
The names of Directors in office at the date of this
report, the commencement date of their current term
and the expiry of their current term is set out in the table
on page 53.
All current Directors are non executive Directors and in
addition to their role as a Director of CBH, each Director
is also a Director of CBH Grain Pty Ltd. All Directors
have formal letters of appointment.
In accordance with CBH’s Rules CBH Directors elect
the Chairman and Deputy Chairman. Mr N J Wandel
is the elected Chairman and Mr W A Newman is the
elected Deputy Chairman.
The roles of Chairperson and Chief Executive Officer
are not exercised by the same person.
Details of the background, experience and skills of
each of the Directors is contained in pages 46 to 49
of this report.

Induction of New Directors
New Directors are provided with a formal letter of
appointment which sets out the key terms and
conditions of their appointment, including their duties,
rights and responsibilities, the time commitment
envisaged in the role and the Board’s expectations
in respect of involvement with Board Committees.
In addition, new Directors receive a comprehensive
Induction manual and complete a Director Induction
programme which includes meeting with the Chairman,
CEO, Audit and Risk Committee Chairman and key
executives. The programme also includes site visits
to key CBH Group operations and CBH related
computer training.
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Role of Individual Directors and Conflicts of Interest
The charter outlines the policy and process to be
followed in respect of Conflicts of Interests and Related
Party Transactions. All Directors have given other
Directors standing notice of the nature and extent of their
interest in matters that relate to the affairs of companies
within the CBH Group. A Director who has a conflict of
interest must immediately disclose that interest to the
Board and must not be present when the matter is being
considered or vote on the matter, unless the Board have
passed a resolution to enable the Director to do so.

Meetings of Directors
The Board meets formally at least nine times a year,
with additional meetings being held as required. On the
invitation of the Board, members of senior management
attend and make presentations at Board meetings. The
Board also holds an annual strategic planning session
and, in addition, spends significant time at board
meetings discussing key strategic issues.
The number of meetings of the Co-operative’s Board of
Directors and of each standing Board Committee held
during the financial year ended 30 September 2011 and
the number of meetings attended by each Director are
set out in the Directors’ Report.

Board Access to Information and Independent
Professional Advice
The Board has an Information Protocol which enables
them to have access to required information to support
their Board decision making process. In addition,
any Director can request approval from the Chairman
or Deputy Chairman, which will not be withheld
unreasonably, to seek independent professional advice
at the Co-operative’s expense to support a Director in
fulfilling his duties and responsibilities as a Director.

Directors and Officers Insurance and Deeds
of Indemnity and Access
In conformity with market practice, the Co-operative
provides Directors’ and Officers’ Insurance and Deeds
of Indemnity Insurance and Access to the maximum
extent permitted by law.

Knowledge, Skills and Experience
To assist Directors to maintain an appropriate level
of knowledge, skill and experience in the operations
of the CBH Group, Directors undertake site visits
and attend grower meetings, industry meetings and
relevant conferences. Directors also receive papers,
presentations and briefings on Group businesses
and on matters which may affect the CBH Group.

Director Education
To support Directors in their appreciation of their role
and responsibilities, the CBH Board has adopted a
policy that all Directors attend the Australian Institute
of Company Directors (AICD) – Company Directors
course. In 2011, there was an appointment of one new
Director to the Board who has previously attended the
AICD course.
Directors are encouraged to continue professional
development through attendance at various seminars,
courses and conferences. Subject to prior approval, the
reasonable cost of these development activities is met
by the Co-operative.

Review of Board and Director Performance
The CBH Board has in place a formal appraisal system
for the performance of the Board as a whole, and for
individual Directors.
Historically, every two years a comprehensive
review has been undertaken with assistance from
external advisers in order to provide an objective and
independent insight into the overall effectiveness of the
Board and the individual performance of Directors. In
2011, the CBH Board commenced a program whereby
with the assistance of an external provider, the Board
assesses its performance and the performance of
individual Directors every four months.

Committees of the Board
Two standing Board committees assist the CBH Board
on the discharge of its responsibilities and are governed
by their respective charters, as approved by the Board.

These are:
• the Audit and Risk Management Committee; and
• the Remuneration and Nomination Committee.
There are also three other committees of the Board
which meet on an as needs basis.
The Investment Committee meets to review significant
investment opportunities on behalf of the Group and
assists Management by giving guidance in respect of
key negotiation points, reviewing documentation and
providing general advice in connection with proposed
investments.
The Communication Committee oversees the
CBH Group’s member communication program with
the overall aim of providing guidance and advice on
the Co-operative’s communications approach to ensure
consistency in communicating the Board’s direction
and objectives.
The Share Transfers and Documents Committee
consents to the transfer of member shares on behalf
of the Board where these transfers are primarily a result
of a member business restructure. In addition, the
Committee has the power to approve changes
to documents requiring Board approval under the
Co-operatives Act 2009 (WA) or the Rules.
All of the above committees review matters on behalf
of the Board and operate in accordance with their own
charters.
It is customary for the CBH Board to review the
composition of its committees annually at the first
Board meeting following the Annual General Meeting.

Audit and Risk Management Committee
The purpose of the Audit and Risk Management
Committee is to provide assistance to the CBH Board
in fulfilling its corporate governance and oversight
responsibilities in relation to the CBH Group’s financial
reporting, internal control structure, compliance
with laws, regulations, internal policies and industry
standards, risk management systems, code of conduct
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and internal and external audit functions. In doing so it
is the responsibility of the Audit and Risk Management
Committee to maintain free and open communications
between the committee, external auditors, internal
auditors and management of the CBH Group.
The Committee reviews CBH Group financial statements,
accounting policies and matters raised as a result of
internal and external audit findings. In addition, the
Committee reviews Risk Management Policies and
the Risk Management Framework.
The members of the Audit and Risk Management
Committee during the 12 months ended
30 September 2011 were as follows:
Mr David Willis (Chairman)
Mr Vernon Dempster
Mr Lloyd Guthrey retired 2 March 2011
Mr Rodney Madden
Mr Clancy Michael
Ms Diane Smith-Gander joined 2 March 2011
The Chairperson of the Committee is not the
Chairperson of the Board.
The Chief Executive Officer, the Chief Financial Officer,
the Company Secretary, the Chief Risk Officer, internal
and external auditors and other persons considered
appropriate attend meetings by invitation.
The Committee also meets with the external auditors in
the absence of management at the conclusion of each
Committee meeting.
The Committee met four times during the financial year
ended 30 September 2011.
The Audit and Risk Management Committee charter
is posted on the corporate governance section of the
Company’s website.

Audit Governance and Independence
As part of its commitment to safeguarding integrity in
financial reporting, the CBH Group has implemented
procedures and policies to monitor the independence
and competence of the CBH Group’s external auditors.
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The Co-operative’s current external auditors are Ernst &
Young, who were appointed at the 2004 Annual General
Meeting. The appointment and remuneration of the
external auditors and their effectiveness, performance
and independence is reviewed annually by the Audit &
Risk Management Committee.
The Audit & Risk Management Committee considers
the appropriateness of engaging the external auditor
to provide any non-audit services to ensure that the
auditor’s independence is not compromised and has
adopted an external audit policy in this regard.
In order to ensure the independence of the external
auditor, the external audit partner is rotated every five
years at a minimum. This occurred during the 2010/11
financial year.
Ernst & Young have provided a declaration to the Audit
and Risk Management Committee for the financial year
ended 30 September 2011 that Ernst & Young have
maintained their independence in accordance with
the Corporate Law Economic Reform Program (Audit
Reform and Corporate Disclosure) Act 2004 and the
rules of the professional accounting bodies.

Risk Identification and Management
The Co-operative is committed to the identification,
monitoring and management of risks associated
with its business activities and has embedded in its
management and reporting systems a number of risk
management controls. These include:
• Risk and Internal Audit – the Chief Risk Officer
reports to the General Manager Legal & Risk and
the Chairman of the Audit and Risk Management
Committee and is responsible for monitoring,
investigating and reporting on internal control
systems;
• Financial reporting – there is a comprehensive
budgeting system with an annual budget approved
by the Directors. Monthly actual results are reported
against budget and revised forecasts for the year
are prepared regularly;

[

The CBH Group has implemented an
enterprise wide risk management
approach to the identification,
management and reporting of its risks.

• Insurance – there is a comprehensive annual
insurance programme including external risk surveys;
• Financial Risk Management – there are policies
and procedures for the management of market,
financial risk and treasury operations including
exposures to foreign currencies, interest rates
and commodity risks;
• Compliance – there are systems and processes in
place to ensure compliance with laws, regulations,
internal policies and industry standards;
• Due Diligence – there are comprehensive due
diligence procedures for acquisitions and
divestments;
• Crisis Management – there are crisis management
systems for all key businesses in the group; and
• Executive Risk Management Committee – there
is a disciplined approach to the identification and
management of risk with an Executive Risk Committee
comprising the Chief Executive Officer, the Chief
Risk Officer and various other senior executives,
meeting on a fortnightly basis or as required.
The CBH Group has implemented an enterprise
wide risk management approach to the identification,
management and reporting of its risks. This entails
risk reviews by each of the Group’s divisions which
encompass operational, financial, strategic and
compliance risk assessment and quantification.
The internal audit function is independent of the
external audit function. The Chief Risk Officer monitors
the internal control framework of the group and
provides reports to the Audit & Risk Management
Committee. The Audit & Risk Management Committee
endorses the audit charter and the annual internal audit
plan to ensure that planned audit activities are aligned
to business risks. The Audit & Risk Management
Committee also reviews internal audit reports and
monitors progress with recommendations made in
these reports to ensure ongoing improvement in the
internal control environment of the Company.

]

Information Segregation
CBH Group has strict information segregation between
CBH Operations and CBH Grain. Policies and procedures
ensure that decisions made by CBH Operations are
made in a consistent manner that does not unfairly
or unreasonably discriminate between the acquirers
of its services. These policies and procedures are in
accordance with undertakings made to the ACCC and are
subject to an independent external audit each year, which
is reviewed by the Audit & Risk Management Committee.

Remuneration and Nomination Committee
The primary functions of the Remuneration and
Nomination Committee are to:
• make specific recommendations to the Board
on remuneration of Directors and key executives,
with external advice being sought as appropriate;
• recommend the terms and conditions of
employment for the CEO;
• undertake a review of the CEO’s performance,
at least annually, including setting with the CEO
goals for the coming year and reviewing progress
in achieving those goals;
• undertake a review of the performance of the
Executive of the Co-operative, at least annually,
including setting with them goals for the coming
year and reviewing progress in achieving
those goals;
• consider and report to the Board on the
remuneration recommendations of employees
reporting directly to the Chief Executive Officer;
• develop and facilitate a process for Board and
Director evaluation;
• assess the necessary and desirable competencies
of Board members;
• review Board succession plans; and
• recommend the appointment of Directors with
special skills.
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The members of the Remuneration and Nomination
Committee during the financial year ended
30 September 2011 were as follows:
Mr Neil Wandel (Chairman)
Mr Kevin Fuchsbichler
Mr John Hassell
Mr Peter Knowles
Mr Mick McGinniss
Mr Wally Newman

include pre and post harvest meetings, proposed capital
works meetings, market “Outlook” meetings and grower
focus groups where growers are given the opportunity
of expressing their views on relevant topical issues.
The CBH Group conducts regular grower surveys,
including its annual corporate tracking survey, to assess
member attitudes to a range of CBH Group related
issues including its grower communication strategy.

With regard to the level of fees payable to Directors,
at the Co-operative’s 2008 Annual General Meeting,
members approved an aggregate amount of $900,000
to be divided amongst Directors in such manner as
they determine, with Directors being entitled to receive,
in addition to this amount, statutory superannuation
entitlements and reimbursement for reasonable
travel and other expenses incurred by them in the
performance of their duties. The Co-operative does
not have a formal scheme for retirement benefits for
Directors other than statutory superannuation.
The Chief Executive Officer and key executives are
employed under employment agreements, which
include formal position descriptions.

The Co-operative reviews and updates the contents
of its website on a regular basis.
In addition, the Board Communications Committee
and the Growers Advisory Council each assist in the
effective communication between the Co-operative and
its grower members.

Code of Ethics and Conduct
The Board has adopted a Code of Conduct based
on the Australian Institute of Company Directors (AICD)
model as an appropriate standard of conduct that is to
be followed by all CBH Directors.

The remuneration package of the Chief Executive Officer
is recommended to the Board by the Remuneration and
Nomination Committee having regard to his performance
and the performance of the Co-operative as measured
against agreed targets. The targets are set annually by
the Remuneration and Nomination Committee.

In addition, a CBH Group Code of Ethics and Conduct
has been prepared for the guidance and benefit of all
people employed by, contracted by, or acting on behalf
of the CBH Group. The Code of Ethics and Conduct
sets out the values and standards of the CBH Group
including conducting its business ethically, operating
with integrity and honesty, encouraging community
initiatives, considering the environment and ensuring
a safe, equal and supportive working environment.

The remuneration packages of key executives are
set by the Remuneration and Nomination Committee
in consultation with the Chief Executive Officer and
recommended to the Board.

The Code encourages the reporting of unlawful and
unethical behaviour, actively promotes and monitors
compliance with the Code and protects those that
report breaches in good faith.

The Remuneration and Nomination Committee met seven
times during the financial year ended 30 September 2011.

Growers Advisory Council

A summary of the Committee’s role, rights,
responsibilities and membership requirements has
been posted on the corporate governance section
of the CBH Group website.

The Growers Advisory Council (GAC) comprises growers
from various districts throughout the state and is considered
by the CBH Board as an important forum in which local,
industry and CBH Group specific issues are discussed
for the benefit of the Co-operative and local regions.

Communication with Members

The GAC plays a critical role in providing grower
feedback to the CBH Board and management.

The CBH Group places significant importance on
achieving effective communication with its grower
members. A range of communication mediums are
used including regular updates to all members in
respect of the activities of the CBH Group and the
grain industry in general.
The Annual Report is forwarded to members with an
invitation to attend the CBH Annual General Meeting
where members are given a reasonable opportunity
to address issues with the Board. The auditors to the
Co-operative are available at the Annual General
Meeting to address specific financial issues raised
by members if required.
Throughout the year the CBH Group holds many local
and regional meetings with growers to provide advice
on Co-operative and industry issues. Other meetings
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Members of the Growers Advisory Council are:
Mr Andrew Crook (Chairman)
Mr Ashley Wiese (Deputy Chairman)
Mr Andy Duncan
Mr Rory Graham
Mr Ray Harrington
Mr Roger House
Mr Norm Jenzen
Mr Darrin Lee
Mrs Donna Lynch
Mr Brian McAlpine
Mr Rodney Messina
Mr Bradley Millstead
Mr Mark Roberts
Mrs Ruth Young

[
The CBH Group places
significant importance
on achieving effective
communication with
its grower members.
A range of communication
mediums are used
including regular updates
to all members in respect
of the activities of the
CBH Group and the grain
industry in general.

]
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Directors
Report

Your directors submit the financial report of Co-operative Bulk Handling Limited
(the “Company”) and its controlled entities (the “Group”) for the financial year
ended 30 September 2011.

Directors

Principal Activities

The following persons were Directors of
Co-operative Bulk Handling Limited during
the financial year:
N J Wandel (Chairman)
T N Badger
V A Dempster
K J Fuchsbichler
L F Guthrey retired 2 March 2011
J P B Hassell
P W Knowles
R G Madden
M E McGinniss
M C Michael
W A Newman (Deputy Chairman)
D Smith-Gander joined 2 March 2011
D S Willis
Mr Wandel was Chairman of the Board, and Mr Newman
was the Deputy Chairman of the Board for the financial year.
A summary of the qualifications, experience and special
responsibilities of each of the Directors together with
a summary of the qualifications and experience of the
Company Secretary is set out on pages 46-49 of this
Annual report.
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The principal activities undertaken by the consolidated
entity during the financial year comprised grain storage,
handling and marketing and engineering related to
grain storage and handling. In addition the entity
has an investment in flour processing facilities.

Review of Operations
From total revenue of $2,033,322,000
(2010 – $1,356,543,000) the consolidated entity
achieved a loss attributable to members of the
parent entity for the financial year of $21,402,000
(2010 – $28,132,000 profit). Income tax benefit from
continuing operations of the consolidated entity was
$9,830,000 (2010 – $11,253,000 expense).
The CBH Group received 6.55 million tonnes of grain into
its storage facilities during the financial year compared
to 11.1 million tonnes in the prior year. This decline in
activity, combined with poor trading performance and
logistics challenges in Eastern Australia, was the main
reason for the reduction in profit.
A more detailed review of the operations of the
consolidated entity during the financial year and the
results of those operations appear elsewhere in the
Annual Report and in the accompanying financial
statements.

Significant Changes in State of Affairs
Particulars of significant changes in the state of
affairs of the consolidated entity during the financial
year are as follows:
• Revenue from continuing operations and other
income increased by 49.9% to $2,033,322,000.
• Marketing and trading expenses increased by
128.2% to $97,597,000 as a result of increased
activity in Eastern Australia, delays in execution
and a moved towards CFR rather than FOB
shipping contracts.
• Insurance costs increased by 71.5% to
$8,368,000 partly due to the impairment of
prepaid crop volume insurance in anticipation
of an above average harvest next year.
• Rent expense increased by 37.4% to $12,517,000
due to additional office lease costs.
• Other expenses increased by 49.1% to
$47,779,000 due to various factors including
doubtful debts provisions, costs associated with
regulatory issues and project costs aimed at
creating more efficient and integrated processes
to support the Group.
• The profit attributable to members of the parent
entity for the year decreased to a $21,402,000
loss this year.
• The net cash outflow from operations was
$45,027,000 and cash decreased to $146,294,000
at year end.

• Total liabilities decreased by 17.6% to
$420,036,000.
• Equity decreased by 2.0% to $1,086,500,000.

Significant Events After Year End
On 27 October 2011, the United States Dollar
denominated floating rate loan used as part of the
Group’s investment into Asia was repaid.
Subsequent to year end, Co-operative Bulk Handling
Limited negotiated two facility agreements of
$50,000,000 each. The facilities are to be used
for working capital requirements and expire on
31 October 2012.
Subsequent to year end, CBH Grain Pty Ltd
negotiated the following:
• Syndicated loan facility of $500,000,000,
which is to be used during the 2011/2012
season. This facility expires on 2 November 2012.
• Syndicated inventory financing facility of
$800,000,000. The facility is to be used
during the 2011/2012 season and expires on
30 September 2012.
• Two pre-shipment facilities of $150,000,000 each.
One facility expires on 7 December 2012 and the
other on 29 October 2012.
No other matter or circumstance has arisen since
30 September 2011 that has significantly affected,
or may significantly affect:
a)

• Total assets decreased by 6.9% to
$1,506,536,000.
• Interest bearing debt increased by 3.3% to
$182,209,000.

		
b)
		
c)
		

the Group’s operations in future financial 		
years; or
the results of those operations in future 		
financial years; or
the Group’s state of affairs in future
financial years.
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B O ARD A N D C O M M I T T E E M E E T I N G S
Scheduled
Board
Meetings
Eligible
to
attend

Unscheduled
Board
Meetings*

Audit & Risk
Management
Committee

Remuneration
& Nomination
Committee

Attended Eligible Attended Eligible Attended Eligible
**
to
**
to
**
to
attend *
attend
attend

Attended
**

INVESTMENT
COMMITTEE

COMMUNICATIONS
COMMITTEE

Eligible Attended
to
**
attend

Eligible Attended
to
**
attend

Director
T N Badger

11

11

5

5

V A Dempster

11

11

5

5

K J Fuchsbichler

11

11

5

5

L F Guthrey

6

6

3

3

J P B Hassell

11

11

5

5

P W Knowles

11

10

5

5

R G Madden

11

11

5

5

M E McGinniss

11

11

5

5

M C Michael

11

11

5

5

W A Newman

11

11

5

5

D Smith-Gander

5

5

2

2

N J Wandel

11

11

5

5

D S Willis

11

10

5

4

8
4

4
7

2

4
4
2
4

8

6

2
7

7

7

7

7

7

7

7

4

5

5

8

8

3

3

2

2

2

2

2

2

2

2

2

2

4
2
4

3

3

8

6

8

7

* The unscheduled Board meetings were held by teleconference
** In all cases where a Director was unable to attend a Board meeting, leave of absence was granted by the Chairman, who endeavoured to canvass
the views of the Director on key matters prior to the meeting, in order to represent the Director’s views at the meeting.

Likely Developments and Expected Results

Indemnification and Insurance

Likely developments in, and expected results of, the
operations of the consolidated entity in subsequent
years are referred to elsewhere in this Annual Report.

The Company, through Deeds of Indemnity, Insurance
and Access has indemnified all Directors for any
liabilities incurred as a Director, other than liabilities to
the Company or a related body corporate, or liabilities
arising out of conduct involving lack of good faith.

Environmental Regulation and Performance
The operations of the Company are subject to various
Commonwealth and State environmental legislation
and regulation.
The Company aims to control the impact of its activities
on the environment to the greatest extent possible
and to ensure that its operations are conducted in
accordance with legislative requirements.

A Directors’ and Officers’ insurance policy is maintained
but the terms of the contract prohibit disclosure of the
amount of the premium.
This report is made in accordance with a resolution
of the Directors.

There has been no known breach of any environmental
regulations to which the Company is subject.

Board and Committee Meetings
The table above sets out the number of CBH Directors’
meetings (including meetings of the standing board
committees) held during the financial year ended
30 September 2011 and the number of meetings
attended by each Director.
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Neil Wandel
Chairman
Perth
7 December 2011

Auditor’s Independence Declaration
TO THE DIRECTORS OF CO-OPERATIVE BULK HANDLING LIMITED

Independent auditor’s report to members of Co-operative Bulk Handling Limited

We have audited the accompanying financial report of Co-operative Bulk Handling Limited, which comprises the
statements of financial position as at 30 September 2011, and the statements of comprehensive income, statements of
Auditor’s Independence Declaration to the Directors of Co-operative Bulk Handling Limited
changes in equity and statements of cash flows for the year ended on that date, a summary of significant accounting
policies, other explanatory notes and the directors’ declaration of the company and the consolidated entity comprising
the company and the entities it controlled at the year's end or from time to time during the financial year.
In relation to our audit of the financial report of Co-operative Bulk Handling Limited for the financial year ended
30 September 2011, to the best of my knowledge and belief, there have been no contraventions of the auditor
Directors’ Responsibility for the Financial Report
independence requirements of Australian accounting bodies or any applicable code of professional conduct.

The directors of the company are responsible for the preparation and fair presentation of the financial report in
accordance with Australian Accounting Standards (including the Australian Accounting Interpretations) and the Cooperatives Act 2009 and for such internal controls as the directors determine are necessary to enable the preparation o
the financial report that is free from material misstatement, whether due to fraud or error. In Note 2, the directors also
state that the financial report, comprising the financial statements and notes, complies with International Financial
Ernst &Reporting
Young Standards as issued by the International Accounting Standards Board.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in
accordance with Australian Auditing Standards. Those standards require that we comply with relevant ethical
requirements relating to audit engagements and plan and perform the audit to obtain reasonable assurance about
whether the financial report is free from material misstatement.
R A Kirkby
Partner
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
Perth
report. The procedures selected depend on our judgment, including the assessment of the risks of material misstatemen
7 December 2011
of the financial report, whether due to fraud or error. In making those risk assessments, we consider internal controls
relevant to the entity’s preparation and fair presentation of the financial report in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity
internal controls. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overall presentation of the
financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion

Independence

In conducting our audit we have complied with the independence requirements of the Australian professional accounting
bodies.

Opinion
In our opinion:

Liability limited by a scheme approved
under Professional Standards Legislation

(a)

the financial report presents fairly, in all material respects, the financial positions of the consolidated entity as
of 30 September 2011, and their financial performance and cash flows for the year then ended in accordance
CBH Group ANNUAL REPORT
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with Australian Accounting Standards and the
Co-operatives Act 2009; and

(b)

the financial report also complies with International Financial Reporting Standards as issued by the Internation

F I N A N C IAL R E P O R T
For the year ended 30 September 2011
ABN 29 256 604 947
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Consolidated Statement
of Comprehensive Income
For the year ended 30 September 2011

Notes

12 months ended
30 September
2011

11 months ended
30 September
2010

$’000

$’000

Continuing operations
Revenue from continuing operations

4(a)

1,951,317

1,304,193

Other income

4(b)

82,005

52,350

135
(1,526,654)
(121,625)
(59,345)
(163,568)
(97,597)
(8,368)
(12,517)
(47,779)
–
(439)
–
(40,888)
14,260
(31,063)

4,860
(780,447)
(111,738)
(62,098)
(220,249)
(42,775)
(4,880)
(9,111)
(32,042)
(38,918)
–
(198)
(34,675)
15,113
39,385

Changes in inventories
Raw materials, traded grains and consumables used
Employee benefits expense
Depreciation and amortisation expense
Storage, handling and freight expenses
Marketing and trading expenses
Insurance
Rent expense
Other expenses
Impairment of non current assets
Impairment in investment
Loss on disposal of investment
Finance costs
Share of profit/(loss) of associates accounted for using the equity method
Profit/(loss) from continuing operations before income tax
Income tax benefit/(expense) from continuing operations

4(c)
4(f)
4(e)
4(i)

11

4(d)
28

5

Profit /(loss) from continuing operations after income tax expense
Other comprehensive income
Foreign currency translation loss
Net gain on foreign currency hedge
Actuarial loss on defined benefit plan
Other comprehensive income/(expense) for the year, net of tax
Total comprehensive income/(expense) for the year
Profit /(loss) for the year is attributable to:
Non-controlling interest
Members of the parent entity

Total comprehensive income/(expense) for the year is attributable to:
Non-controlling interest
Members of the parent entity

26

9,830

(11,253)

(21,233)

28,132

(1,088)
1,032
(1,089)

(6,095)
–
(2,247)

(1,145)
(22,378)

(8,342)
19,790

169
(21,402)
(21,233)

–
28,132
28,132

169
(22,547)
(22,378)

–
19,790
19,790
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Consolidated Statement
of Financial Position
As at 30 September 2011
30 September
2011

30 September
2010

$’000

$’000

18
6
20
7
8
9

146,294
168,382
74,137
20
229,313
2,405
620,551

295,726
106,712
195,263
–
158,338
8,019
764,058

6
28
20
7
11
12
9
5

–
95,999
–
1
766,734
4,715
10,636
7,900
885,985

674
84,214
890
567
696,780
8,129
15,426
48,267
854,947

1,506,536

1,619,005

66,473
176,062
105,697
6,416
10,593
35,535
400,776

85,064
76,406
144,505
17,147
15,764
66,895
405,781

6,147
321
12,792
19,260

100,000
440
3,822
104,262

420,036

510,043

1,086,500

1,108,962

7
900,891
185,517
1,086,415

7
906,809
202,146
1,108,962

85

–

1,086,500

1,108,962

Notes
ASSETS
Current assets
Cash and bank balances
Trade and other receivables
Derivative financial instruments
Other financial assets
Inventories
Other assets
Total current assets
Non-current assets
Trade and other receivables
Investments in associates
Derivative financial instruments
Other financial assets
Property, plant and equipment
Intangible assets and goodwill
Other assets
Deferred tax assets
Total non-current assets
Total assets
LIABILITIES
Current liabilities
Trade and other payables
Interest bearing loans and borrowings
Derivative financial instruments
Income tax payable
Provisions
Other liabilities
Total current liabilities
Non-current liabilities
Interest bearing loans and borrowings
Derivative financial instruments
Provisions
Total non-current liabilities

13
14
20
15
16

14
20
15

Total liabilities
Net assets
EQUITY
Equity attributable to equity owners of the parent
Contributed equity
Reserves
Retained earnings
Parent Interests
Non-controlling interests
Total equity
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17
17
17

Consolidated Statement
of Cash Flows
For the year ended 30 September 2011

Notes
Cash flows from operating activities
Receipts from customers
Payments to suppliers and employees
Interest received
Interest and other costs of finance paid
Income taxes refunded/(paid)
Net operating cash flows

18

Cash flows from investing activities
Payments for property, plant and equipment
Proceeds from sale of investment
Payments for investments in associates by way of loan
Distributions from associates
Loans to third parties
Loans repaid by third parties
Proceeds from sale of property, plant and equipment
Receipt of loan from associated entities
Net investing cash flows
Cash flows from financing activities
Borrowings from other parties
Repayment of borrowings to other parties
Debentures repaid
Net financing cash flows
Net increase/(decrease) in cash and cash equivalents held
Cash and cash equivalents at the beginning of the financial year
Effect of exchange rates on cash holdings in foreign currencies
Cash and cash equivalents at the end of the financial year

18

12 months ended
30 September
2011

11 months ended
30 September
2010

$’000

$’000

1,986,153
(2,056,061)
(69,908)
26,303
(40,888)
39,466
(45,027)

1,371,812
(1,266,088)
105,724
26,933
(34,283)
(26,813)
71,561

(126,947)
–
(274)
810
(96,578)
115,155
3,628
6,147
(98,059)

(66,991)
1,090
(6,175)
–
(233,599)
176,269
2,071
8,740
(118,595)

1,059,804
(1,060,148)
(6,002)
(6,346)

677,604
(582,278)
–
95,326

(149,432)
295,726
–
146,294

48,292
247,434
–
295,726
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Consolidated Statement
of Changes in Equity
For the year ended 30 September 2011

Ordinary Capital levy
reserve
shares
$’000
$’000

General
reserve
$’000

Foreign
currency
translation
reserve
$’000

Cash flow
hedge
reserve
$’000

Retained
earnings
$’000

Owners of
the parent
$’000

Noncontrolling
interest
$’000

Total
$’000

At 1 October 2010

7

52,587

874,351

(20,129)

–

202,146

1,108,962

–

1,108,962

Profit/(loss) for the year
Other comprehensive
income/(expense)
Total comprehensive
income/(expense)

–

–

–

–

–

(21,402)

(21,402)

169

(21,233)

–

–

–

(1,088)

1,032

(1,089)

(1,145)

–

(1,145)

–

–

–

(1,088)

1,032

(22,491)

(22,547)

169

(22,378)

–

–

(5,862)

–

–

5,862

–

–

–

–

–

–

–

–

–

–

(84)

(84)

Transactions with owners in
the capacity as owners

–

–

–

–

–

–

–

–

–

At 30 September 2011

7

52,587

868,489

(21,217)

1,032

185,517

1,086,415

85

1,086,500

General
reserve
$’000

Foreign
currency
translation
reserve
$’000

Cash flow
hedge
reserve
$’000

Retained
earnings
$’000

Owners of
the parent
$’000

Noncontrolling
interest
$’000

Total
$’000

Transfers (to)/from reserves/
retained earnings
Acquisition of non-controlling
interest

Ordinary Capital levy
reserve
shares
$’000
$’000
At 1 November 2009

9

52,587

885,278

(14,034)

–

165,332

1,089,172

–

1,089,172

Profit/(loss) for the year
Other comprehensive
income/(expense)
Total comprehensive
income/(expense)

–

–

–

–

–

28,132

28,132

–

28,132

–

–

–

(6,095)

–

(2,247)

(8,342)

–

(8,342)

–

–

–

(6,095)

–

25,885

19,790

–

19,790

(2)

–

(10,927)

–

–

10,929

–

–

–

Transactions with owners in
the capacity as owners

–

–

–

–

–

–

–

–

–

At 30 September 2010

7

52,587

874,351

(20,129)

–

202,146

1,108,962

–

1,108,962

Transfers (to)/from reserves/
retained earnings

The above statement of changes in equity should be read in conjunction with the accompanying notes.
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Notes to the Consolidated
Financial Statements
For the year ended 30 September 2011

Note 1. Corporate information
The financial report of Co-operative Bulk Handling Limited for the year ended 30 September 2011 was authorised for issue in
accordance with a resolution of the directors on 7 December 2011.
Co-operative Bulk Handling Limited is a co-operative company limited by shares held by grain growers-deliverers.
The nature of the operations and principal activities of the Group include grain storage and handling services, grain trading and
marketing, engineering and construction and investment in flour mills.

Note 2. Summary of significant accounting policies
a)	Basis of preparation
This general purpose financial report has been prepared in accordance with the requirements of the Co-operatives Act 2009
and Australian Accounting Standards. The financial report has also been prepared on a historical cost basis, except for grain
inventory held for trading which has been measured at fair value less costs to sell and derivative financial instruments which have
been measured at fair value.
The financial report is presented in Australian dollars and all values are rounded to the nearest thousand dollars ($’000) unless
otherwise stated.
The financial report covers a period of 12 months from 1 October 2010 to 30 September 2011 while the comparative covers a
period of 11 months from 1 November 2009 to 30 September 2010 as a result of the change in finance year end from 31 October
to 30 September during the prior year.

b) Statement of compliance
The financial report complies with Australian Accounting Standards and International Financial Reporting Standards (IFRS) as
issued by the International Accounting Standards Board.

c)	New accounting standards and interpretations
i.

Changes in accounting policy and disclosures
The accounting policies adopted are consistent with those of the previous financial year except as noted below:
The Group has adopted the following new and amended Australian Accounting Standards and AASB Interpretations as of
1 October 2010.
•
•
•
•

AASB 2009-8 Amendments to Australian Accounting Standards — Group Cash-settled Share-based Payment Transactions
(AASB 2) effective 1 January 2010
AASB 2009-5 Further Amendments to Australian Accounting Standards arising from the Annual Improvements Project
(AASB 5, 8, 101, 107, 117, 118, 136 & 139) effective 1 January 2010
AASB 2010-3 Amendments to Australian Accounting Standards arising from the Annual Improvements Project (AASB 2, 5,
8,101, 107, 117, 134, 136, 138, 139, AASB Interpretation 9, 16 &17) effective 1 July 2010
Interpretation 19 Extinguishing Financial Liabilities with equity Instruments effective 1 July 2010

The Group has assessed the impact of the adoption of the Standard or Interpretation and has deemed it does not have an impact
on the financial statements or performance of the Group.
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Note 2. Summary of significant accounting policies (continued)
c)	New accounting standards and interpretations (continued)
ii.

Accounting Standards and Interpretations issued but not yet effective
Applicable Australian Accounting Standards and Interpretations that have recently been issued or amended but are not yet
effective and have not been adopted by the Group for the annual reporting ending 30 September 2011. The Group has not yet
determined the extend of the impact of these amendments as outlined in the table below:

Reference

Summary

Application date
of standard

Application date
for Group

AASB 9

1 January 2013
This Standard deals with the classification and
measurement of financial assets based on the objective
of the entity’s business model for managing the financial
assets and the characteristics of the contractual cash flows.

1 October 2013

1 January 2013
The revised Standard introduces a number of changes to
the accounting for financial assets, the most significant of
Amendments to Australian
which includes:
Accounting Standards
• two categories for financial assets being amortised
arising from AASB 9
cost or fair value
[AASB 1, AASB 3, AASB
• removal of the requirement to separate embedded
4, AASB 5, AASB 7, AASB
derivatives in financial assets
101, AASB 102, AASB 108,
• strict requirements to determine which financial assets
AASB 112, AASB 118, AASB
can be classified as amortised cost or fair value,
121, AASB 127, AASB 128,
Financial assets can only be classified as amortised
AASB 131, AASB 132, AASB
cost if (a) the contractual cash flows from the
136, AASB 139, AASB
instrument represent principal and interest and (b) the
1023 & AASB 1038 and
entity’s purpose for holding the instrument is to collect
Interpretation 10 & 12]
the contractual cash flows
• an option for investments in equity instruments
which are not held for trading to recognise fair value
changes through other comprehensive income with no
impairment testing and no recycling through profit or
loss on derecognition
• reclassifications between amortised cost and fair value
no longer permitted unless the entity’s business model
for holding the asset changes
• changes to the accounting and additional disclosures
for equity instruments classified as fair value through
other comprehensive income

1 October 2013

AASB 124 (revised)

1 October 2011

Financial Instruments

AASB 2009-11

Related Party Disclosures
(December 2009)
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Note 2. Summary of significant accounting policies (continued)
c)	New accounting standards and interpretations (continued)
ii.

Accounting Standards and Interpretations issued but not yet effective (continued)
Application date
of standard

Application date
for Group

Editorial amendments and amendments to AASB 8 that
require an entity to exercise judgement in assessing
whether a government and entities known to be under
the control of that government are considered a single
customer for the purposes of certain operating segment
disclosure.

1 January 2011

1 October 2011

These amendments arise from the issuance of
Prepayments of a Minimum Funding Requirement
Amendments to Australian
(Amendments to IFRIC 14). The requirements of IFRIC 14
Interpretation – Prepayments
meant that some entities that were subject to minimum
of a Minimum Funding
funding requirements could not treat any surplus in a
Requirement
defined benefit pension plan as an economic benefit.

1 January 2011

1 October 2011

This Standard establishes a differential financial
reporting framework consisting of two Tiers of reporting
requirements for preparing general purpose financial
statements.

1 July 2013

1 October 2013

This Standard gives effect to Australian Accounting
Standards – Reduced Disclosure Requirements. AASB
1053 provides further information regarding the differential
reporting framework and the two tiers of reporting
requirements for preparing general purpose financial
statements.

1 July 2013

1 October 2013

Reference

Summary

AASB 2009-12
Amendments to Australian
Accounting Standards
(AASB 5, AASB 8, AASB
108, AASB 110, AASB
112, AASB 119, AASB 133,
AASB 137, AASB 139, AASB
1023 & AASB 1031 and
Interpretations 2, 4, 16, 1039
& 1052)
AASB 2009-14

The amendment requires entities to treat the benefit of
such an early payment as a pension asset. Subsequently,
the remaining surplus in the plan, if any, is subject to the
same analysis as if no prepayment had been made.
AASB 1053
Application of Tiers of
Australian Accounting
Standards
AASB 2010-2
Amendments to Australian
Accounting Standards
arising from reduced
disclosure requirements
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Note 2. Summary of significant accounting policies (continued)
c)	New accounting standards and interpretations (continued)
ii.

Accounting Standards and Interpretations issued but not yet effective (continued)
Application date of
standard

Application date
for Group

1 January 2011

1 October 2011

Editorial amendments to the standards. No impact on the
requirements.

1 January 2011

1 October 2011

This Standard relocates all Australian specific disclosures
from other standards to one place

1 July 2011

1 October 2011

Reference

Summary

AASB 2010-4

Emphasises the interaction between quantitative and
qualitative AASB 7 disclosures and the nature and extent
of risks associated with financial instruments.

Further Amendments to
Australian Accounting
Standards arising from
the Annual Improvements
Project (AASB 1, AASB 7,
AASB 101, AASB 134 and
Interpretation 13)

Clarifies that an entity will present an analysis of other
comprehensive income for each component of equity,
either in the statement of changes in equity or in the notes
to the financial statements.
Provides guidance to illustrate how to apply disclosure
principles in AASB 134 for significant events and
transactions.
Clarifies that when the fair value of award credits is
measured based on the value of the awards for which they
could be redeemed, the amount of discounts or incentives
otherwise granted to customers not participating in the
award credit scheme, is to be taken into account.

AASB 2010-5
Amendments to Australian
Accounting Standards
(AASB 1, AASB 3, AASB 4,
AASB 5, AASB 101, AASB
107, AASB 112, AASB
118, AASB 119, AASB121,
AASB 132, AASB 133,
AASB 134, AASB137, AASB
139, AASB140, AASB
1023 & AASB 1038 and
Interpretations 112, 115, 127,
132 & 1042)
AASB 1054
Australian Additional
Disclosures
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Note 2. Summary of significant accounting policies (continued)
c)	New accounting standards and interpretations (continued)
ii.

Accounting Standards and Interpretations issued but not yet effective (continued)
Application date of
standard

Application date
for Group

1 July 2011

1 October 2011

1 January 2013

1 October 2013

These amendments address the determination of deferred
tax on investment property measured at fair value and
introduce a rebuttable presumption that deferred tax
on investment property measured at fair value should
be determined on the basis that the carrying amount
will be recoverable through sale. The amendments also
incorporate SIC-21 Income Taxes – Recovery of Revalued
Non-Depreciable Assets into AASB 112.

1 January 2012

1 October 2012

This Standard amendments many Australian Accounting
Standards, removing the disclosures which have been
relocated to AASB 1054.

1 January 2011

1 October 2011

Reference

Summary

AASB 2010-6

The amendments increases the disclosure requirements
for transactions involving transfers of financial assets.

Amendments to Australian
Accounting Standards –
Disclosures on Transfers of
Financial Assets (AASB 1 &
AASB 7)
AASB 2010-7
Amendments to Australian
Accounting Standards
arising from AASB 9
(December 2010)
(AASB 1, 3, 4, 5, 7, 101,
102, 108, 112, 118, 120,
121, 127, 128, 131, 132, 136,
137, 139, 1023, & 1038 and
interpretations 2, 5, 10, 12,
19 & 127)
AASB 2010-8
Amendments to Australian
Accounting Standards –
Deferred Tax: Recovery of
Underlying Assets
(AASB 112)
AASB 2011-1
Amendments to Australian
Accounting Standards
arising from the TransTasman Convergence
project

The requirements for classifying and measuring financial
liabilities were added to AASB 9. The existing requirements
for the classification of financial liabilities and the ability
to use the fair value option have been retained. However,
where the fair value option is used for financial liabilities the
change in fair value is accounted for as follows:
•
•

The change attributable to changes in credit risk are
presented in other comprehensive income (OCI)
The remaining change is presented in profit or loss

If this approach creates or enlarges an accounting
mismatch in the profit or loss, the effect of the changes in
credit risk are also presented in profit or loss.

(AASB 1, AASB 5, AASB
101, AASB 107, AASB
108, AASB 121, AASB
128, AASB 132, AASB
134, Interpretation
2, Interpretation 112,
Interpretation 113)
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Note 2. Summary of significant accounting policies (continued)
c)	New accounting standards and interpretations (continued)
ii.

Accounting Standards and Interpretations issued but not yet effective (continued)
Application date of
standard

Application date
for Group

This Standard makes amendments to the application of
the revised disclosures to Tier 2 entities that are applying
AASB 1053.

1 January 2011

1 October 2011

This Standard makes further amendments to AASB
124 Related Party Disclosure. The amendments remove
the disclosure requirements regarding individual key
management personnel.

1 January 2013

1 October 2013

This Standard extends the relief from consolidation, the
equity method and proportionate consolidation to a parent
entity, investor or venturer where the ultimate or any
intermediate parent entity prepares consolidated financial
statements that are not compliant with IFRS.

1 January 2011

1 October 2011

This Standard makes further amendments to AASB 127,
128 & 131

1 January 2013

1 October 2013

Reference

Summary

AASB 2011-2
Amendments to Australian
Accounting Standards
arising from the TransTasman Convergence
project – Reduced
disclosure regime
(AASB 101, AASB 1054)
AASB 2011-4
Amendments to Australian
Accounting Standards to
Remove Individual Key
Management Personnel
Disclosure Requirements
(AASB 124)
AASB 2011-5
Amendments to Australian
Accounting Standards
– Extending Relief from
Consolidation, the Equity
Method and Proportionate
Consolidation
(AASB 127, AASB 128 &
AASB 131)
AASB 2011-6
Amendments to Australian
Accounting Standards
– Extending Relief from
Consolidation, the Equity
Method and Proportionate
Consolidation – Reduced
Disclosure Requirements
(AASB 127, AASB 128 &
AASB 131)
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Note 2. Summary of significant accounting policies (continued)
c)	New accounting standards and interpretations (continued)
ii.

Accounting Standards and Interpretations issued but not yet effective (continued)

Reference

Summary

AASB 2011-7

This Standard makes amendments to Australian
Accounting Standards arising from the Consolidation and
Joint Arrangements Standards.

Amendments to
Australian Accounting
Standards arising from the
Consolidation and Joint
Arrangements Standards
(AASB 1, 2, 3, 5, 7, 9,
2009-11, 101, 107, 112, 118,
121, 124, 132, 133, 136,
138, 139, 1023 & 1038 and
Interpretations 5, 9, 16 & 17)
AASB 10
Consolidated Financial
Statements

AASB 11
Joint Arrangements

AASB 12
Disclosure of Interests in
Other Entities

AASB 128
Investments in Associates
and Joint Ventures

Application date
of standard

Application date
for Group

1 January 2013 1 October 2013

This Standard is applied in conjunction with the application
of AASB 10, 11, 12, 127 and 128 outlined below.

This Standard redefines and clarifies the notion of
control that is the basis for determining which entities
should be incorporated on a line-by-line basis into the
consolidated financial statements of a group. Compared
with the superseded requirements, and depending on
circumstances, the new Standard might change the
entities that are consolidated into a group’s financial
statements

1 January 2013 1 October 2013

This Standard responds to concerns that the superseded 1 January 2013 1 October 2013
Standard required the legal form of an arrangement
to determine the accounting for that arrangement,
and allowed an accounting option, which undermined
comparability between entities. The new Standard better
reflects the underlying economics by requiring the financial
statements of a party to a joint arrangement to reflect its
rights and obligations arising from the arrangement
This Standard focuses on disclosures that would help
users better assess the nature and financial effects of an
entity’s involvement with other entities, and particularly
enhances disclosures about consolidated entities and
unconsolidated (off balance sheet) structured entities.
For example, new disclosures will help assessments to
be made of the risks to which an entity is exposed from
involvement with structured entities

1 January 2013 1 October 2013

This Standard is amended to include Investments in Joint
Ventures replaces AASB 131 Interests in Joint Ventures

1 January 2013 1 October 2013

CBH Group ANNUAL REPORT

75

Notes to the Consolidated
Financial Statements
For the year ended 30 September 2011

Note 2. Summary of significant accounting policies (continued)
d)	Basis of consolidation
Subsidiaries
The consolidated financial statements incorporate the assets and liabilities of all material subsidiaries controlled by Co-operative
Bulk Handling Limited (“Company” or “parent entity”) as at 30 September 2011 and the results of all subsidiaries for the year then
ended. Co-operative Bulk Handling Limited and its subsidiaries together are referred to in this financial report as the Group or
consolidated entity.
Subsidiaries are all those entities over which the Group has the power to govern the financial and operating policies, generally
accompanying a shareholding of more than one-half of the voting rights. The existence and effect of potential voting rights that
are currently exercisable or convertible are considered when assessing whether the Group controls another entity.
The financial statements of the subsidiaries are prepared for the same reporting year as the parent entity using consistent
accounting policies. Adjustments are made to bring into line any dissimilar accounting policies that may exist.
In preparing the consolidated financial statements, all intercompany balances and transactions, income and expenses and profit
and losses resulting from intra-group transactions have been eliminated in full.
Subsidiaries are fully consolidated from the date on which control is obtained by the Group and cease to be consolidated from
the date on which control is transferred out of the Group.
Investments in subsidiaries are accounted for at cost in the individual financial statements of Co-operative Bulk Handling Limited
less any impairment charges. Dividends received from subsidiaries are recorded as a component of other revenues in the
statement of comprehensive income of the parent entity and do not impact the recorded cost of the investment. Upon receipt
of dividend payments from subsidiaries, the parent will assess whether any indicators of impairment of the carrying value of
the subsidiary exist. Where such indicators exist, to the extent that the carrying value of the investment exceeds its recoverable
amount, an impairment loss is recognised.
Associates
Associates are those entities over which the Group has significant influence but no control, generally accompanying a
shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted for in the parent entity
financial statements using the cost method and in the consolidated financial statements using the equity method of accounting.
Under the equity method, investments in the associates are carried in the consolidated statement of financial position at cost plus
post-acquisition changes in the Group’s share of net assets of the associates. After application of the equity method, the Group
determines whether it is necessary to recognise any impairment loss with respect to the Group’s net investment in associates.
The Group’s investment in associates includes goodwill (net of any accumulated impairment loss) identified on acquisition.
The Group’s share of associates’ post-acquisition profits or losses is recognised in the statement of comprehensive income
and its share of post-acquisition movements in reserves is recognised in reserves. The cumulative post-acquisition movements
are adjusted against the carrying amount of the investment. Dividends receivable from associates are recognised in the parent
entity’s statement of comprehensive income, while in the consolidated financial statements they reduce the carrying amount of
the investment.
When the Group’s share of losses in an associate equals or exceeds its interest in an associate, including any other unsecured
long term receivables, the Group does not recognise any further losses, unless it has incurred obligations or made payments on
behalf of the associate.
Unrealised gains and transactions between the Group and its associates are eliminated to the extent of the Group’s interest in
the associates. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset
transferred. Accounting policies of associates are consistent with the policies adopted by the Group.
The Group has loans to associates. These loans have been reclassified as part of the investments in associates at cost as they
are considered in substance to form part of the net investment in associates.

76

FINANCIAL REPORT

Notes to the Consolidated
Financial Statements
For the year ended 30 September 2011

Note 2. Summary of significant accounting policies (continued)
d)	Basis of consolidation (continued)
Grain Express Freight Fund
The Group operates a freight fund on behalf of growers called Grain Express, where the Group charges growers for moving
grain by road or rail from up-country receival points to port. The Group has advised growers that it does not intend to make a
profit from Grain Express, although it may run a surplus in individual years to protect against shortfalls or years of droughts, and
these surpluses will be used to help cover the fixed cost associated with the freight network in low crop years. All revenues and
expenses are included in the Group’s results, as are balances of cash, receivables, payables and deferred income and expenses.
At 30 September 2011 a surplus in the freight fund of $15,954,000 (2010: $4,856,000) was deferred from the results of the Group
as it will be applied to the 2011/12 freight fund.
CBH Grain Pools
The Group operates grain pools on behalf of growers and has legal title over the pool stocks; however the majority of the risks
and benefits associated with the pools, principally price risk and benefit, together with credit risk, are attributable to growers. As a
result, pool stocks and other related balances held by the Group on behalf of growers are not recognised in the Group’s financial
statements. Separate financial records are maintained for CBH Grain pools.

e)	Business combinations
Subsequent to 1 October 2010
Business combinations are accounted for using the acquisition method. The consideration transferred in a business combination
shall be measured at fair value, which shall be calculated as the sum of the acquisition date fair values of the assets transferred by
the acquirer, the liabilities incurred by the acquirer to former owners of the acquiree and the equity issued by the acquirer, and the
amount of any non-controlling interest in the acquiree. For each business combination, the acquirer measures the non-controlling
interest in the acquiree either at fair value or at the proportionate share of the acquiree’s identifiable net assets. Acquisition-related
costs are expensed as incurred.
When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification and
designation in accordance with the contractual terms, economic conditions, the Group’s operating or accounting policies and
other pertinent conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by
the acquiree.
If the business combination is achieved in stages, the acquisition date fair value of the acquirer’s previously held equity interest in
the acquiree is remeasured at fair value as at the acquisition date through profit or loss.
Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date. Subsequent
changes to the fair value of the contingent consideration which is deemed to be an asset or liability will be recognised in
accordance with AASB 139 either in profit or loss or in other comprehensive income. If the contingent consideration is classified
as equity, it shall not be remeasured.
Prior to 1 October 2010
The purchase method of accounting was used to account for all business combinations. Cost was measured as the fair value
of the assets given, shares issued or liabilities incurred or assumed at the date of exchange. Costs directly attributable to the
combination were expensed as incurred. Where equity instruments were issued in a business combination, the fair value of the
instruments is their published market price at the date of exchange unless other evidence and valuation methods provide a more
reliable measure of fair value. Transaction costs arising on the issue of equity instruments were recognised directly in equity.
Identifiable assets acquired and liabilities and contingent liabilities assumed in a business combination were measured initially at
their fair values at the acquisition date, irrespective of the extent of any minority interest. The excess of the cost of the business
combination over the net fair value of the Group’s share of the identifiable net assets acquired is recognised as goodwill. If the
cost of acquisition was less than the Group’s share of the net fair value of the identifiable net assets of the subsidiary acquired,
the difference was recognised as a gain in the statement of comprehensive income, but only after a reassessment of the
identification and measurements of the net assets acquired.

CBH Group ANNUAL REPORT

77

Notes to the Consolidated
Financial Statements
For the year ended 30 September 2011

Note 2. Summary of significant accounting policies (continued)
f)	Revenue recognition
Revenues are recognised and measured at the fair value of the consideration received or receivable net of the amounts of goods
and services tax payable to the Australian Taxation Office (ATO). The following specific recognition criteria must also be met
before revenue is recognised:
i)

Grain handling revenue
Revenue is earned from the receival, storage and handling of grain. Revenue recognition for receival and handling occurs as
the service is rendered and for storage, it is recognised over the storage period.

ii)

Grain trading revenue
Revenue is generated from the sale of grain domestically, interstate and overseas and other grain related services. Overseas
sales are sold on the basis of Free on Board (FOB), Cost and Freight (CFR) or Cost Insurance and Freight (CIF). Revenue is
recognised when the significant risk and rewards of ownership have passed from the Group to an external party. Grain related
services are recognised as revenue as services are rendered. Services revenue relate to chartering and logistics services for
CIF and CFR export sales and are recognised at the time the services are provided.

iii) Interest
Revenue is recognised as the interest accrues (using the effective interest method, which is the rate that exactly discounts
estimated future cash receipts through the expected useful life of the financial instrument) to the net carrying amount of the
financial asset.
iv) Dividends
Dividends are recognised as revenue when the right to receive payment is established.
v) Management fees revenue
Management fee revenue is recognised according to when the costs of providing the services are incurred.
vi) Underwriting fees revenue
The underwriting fee charged on loan products is a fee for the service of providing a non-recourse loan. Underwriting fee
revenue is recognised on a basis consistent with the pattern of the incidence of risk covered by the service provided.
vii) Construction revenue
Construction contract revenue is recognised in accordance with the percentage of completion method. Refer note 2 (g)
for details.
viii) Logistic services revenue
Revenue is recognised as the services are rendered.

g) Construction contracts
Construction contract revenue and expenses are recognised in accordance with the percentage of completion method unless
the outcome of the contract cannot be reliably estimated. Where the outcome of a contract cannot be reliably estimated, contract
costs are recognised as an expense as incurred, and where it is probable that the costs will be recovered, revenue is recognised
to the extent of costs incurred.
For fixed price contracts, the stage of completion are measured by reference to labour hours incurred to date as a percentage of
estimated total labour hours for each contract. Revenue from cost plus contracts is recognised by reference to the recoverable
costs incurred during the reporting period plus the percentage of fees earned. Percentage of fees earned is measured by the
proportion that costs incurred to date bear to the estimated total costs of the contract.
Construction work-in-progress
Work-in-progress is valued at cost plus profit recognised to date based on the value of work completed, less provision for
foreseeable losses. Any material losses on contracts are brought to account when identified.
Costs include both variable and fixed costs directly related to specific contracts. Those costs which are expected to be incurred
under penalty clauses and warranty provisions are also included.
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Note 2. Summary of significant accounting policies (continued)
h)	Trade and receivables
Trade receivables, which generally have 14-30 day terms, and other receivables, including amounts owing from related parties
are initially recognised at fair value and subsequently measured at amortised cost, less an allowance for impairment.
Collectability of trade receivables is reviewed on an ongoing basis. Debts which are known to be uncollectable are written off.
An impairment allowance is recognised when there is objective evidence that the Group will not be able to collect the debts.
Financial difficulties of the debtor, default payments or debts more than 90 days overdue are considered objective evidence
of impairment.

i) Inventories
i)

Consumables and stores
Consumables and stores, except for grain held for trading, are stated at the lower of cost and net realisable value. Net realisable
value is the estimated selling price in the ordinary course of business less estimated costs for completion and the estimated costs
necessary to make the sale. Costs are assigned to individual items of stock on the basis of weighted average costs.

ii)

Grain stock
Grain purchased with the purpose of selling in the near future and generating a profit from fluctuation in price or broker-traders’
margin are measured at fair value less costs to sell, with changes in fair value recognised in the statement of comprehensive
income.

j) Investments and other financial assets
Investments and financial assets in the scope of AASB 139 Financial Instruments: Recognition and Measurement are classified
as either financial assets at fair value through the profit or loss, loan and receivables, held-to-maturity investments, or availablefor-sale investments, as appropriate. When financial assets are recognised initially, they are measured at fair value, plus, in the
case of investments not at fair value through the profit or loss, directly attributable transactions costs. The Group determines the
classification of its financial assets after initial recognition and, when allowed and appropriate, re-evaluates this designation at
each financial year-end.
i)

Held-to-maturity investments
Non-derivative financial assets with fixed or determinable payments and fixed maturity are classified as held-to-maturity when
the Group has the positive intention and ability to hold to maturity. Investments intended to be held for an undefined period
are not included in this classification. Investments that are intended to be held-to-maturity, such as bonds, are subsequently
measured at amortised cost. This cost is computed as the amount initially recognised minus principal repayments, plus or minus
the cumulative amortisation using the effective interest method of any difference between the initially recognised amount and
the maturity amount. This calculation includes all fees and points paid or received between the parties to the contract that are
an integral part of the effective interest rate, transaction costs and all other premiums and discounts. For investments carried at
amortised cost, gains and losses are recognised in profit or loss when the investments are derecognised or impaired, as well as
through the amortisation process.

ii)

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. Such assets are carried at amortised cost using the effective interest method. Gains and losses are recognised in profit
or loss when the loans and receivables are derecognised or impaired, as well as through the amortisation process.
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Note 2. Summary of significant accounting policies (continued)
j) Investments and other financial assets (continued)
iii) Financial assets at fair value through the profit and loss
Financial assets classified as held for trading are included in the category “financial assets at fair value through profit or loss”.
Financial assets are classified as held for trading if they are acquired for the purpose of selling in the near future with the intention
of making a profit. Derivatives are also classified as held for trading unless they are designated as effective hedging instruments.
Gain or losses on financial assets held for trading are recognised in profit or loss.
iv) Available-for-sale investments
Available-for-sale investments are those non-derivative financial assets that are designated as available-for-sale or are not
classified as any of the three preceding categories. After initial recognition available-for-sale investments are measured at fair
value with gains or losses being recognised as a separate component of equity until the investment is derecognised or until the
investment is determined to be impaired, at which time the cumulative gain or loss previously reported in equity is recognised
in profit or loss.
The fair value of investments that are actively traded in organised financial markets is determined by reference to quoted market
bid prices at the close of business on the reporting date. For investments with no active market, fair value is determined using
valuation techniques. Such techniques include using recent arm’s length market transactions, reference to the current market
value of another instrument that is substantially the same, discounted cash flow analysis and option pricing models.
v) Hedging
The group uses forward currency contracts to hedge its risks associated with foreign currency fluctuations. Such derivative
financial instruments are initially recognised at fair value on the date on which a derivative contract is entered into and are
subsequently remeasured to fair value at each year end.
For the purposes of hedge accounting, hedges are classified as:
• Fair value hedges when they hedge the exposure to changes in the fair value of a recognised asset or liability or an
unrecognised firm commitment (CBH Group does not have any fair value hedges)
• Cash flow hedges when they hedge the exposure to variability in cash flows that is attributable either to a particular risk
associated with a recognised asset or liability or to a forecast transaction (CBH Group currently has cash flow hedges
attributable to future foreign currency purchases in respect of the rail assets)
• Hedges of a net investment in a foreign operation (CBH Group does not have any net investment hedges)
Hedges that meet the strict criteria for hedge accounting are accounted for as follows:
Cash flow hedges:
Cash flow hedges are hedges of the Group’s exposure to variability in cash flows that is attributable to a particular risk associated
with a recognised asset or liability or to a forecast transaction and that could affect profit or loss. The effective portion of the gain
or loss on the hedging instrument is recognised directly in equity, while the ineffective portion is recognised in profit or loss.
Amounts taken to equity are transferred out of equity and included in the measurement of the hedged transaction (finance costs
or inventory purchases) when the forecast transaction occurs.
The Group tests each of the designated cash flow hedges for effectiveness on a monthly basis both retrospectively and
prospectively using regression analysis. A minimum of 30 data points is used for regression analysis and if the testing falls within
the 80:125 range, the hedge is considered highly effective and continues to be designated as a cash flow hedge.
At each balance date, the Group measures ineffectiveness using the dollar offset method. For foreign currency cash flow
hedges if the risk is over-hedged, the ineffective portion is taken immediately to other income/expense in the statement of
comprehensive income. For interest rate cash flow hedges, any ineffective portion is taken to other expenses in the statement of
comprehensive income.
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Note 2. Summary of significant accounting policies (continued)
j) Investments and other financial assets (continued)
If the forecast transaction is no longer expected to occur, amounts recognised in equity are transferred to the statement of
comprehensive income. If the hedging instrument expires or is sold, terminated or exercised without replacement or rollover, or
if its designation as a hedge is revoked (due to it being ineffective), amounts previously recognised in equity remain in equity until
the forecast transaction occurs.

k)	Property, plant and equipment
Plant and equipment is stated at cost less accumulated depreciation and any accumulated impairment losses (refer Note 2(l)). All
such assets, except freehold land, are depreciated over their estimated useful lives on a straight line basis commencing from the
time the asset is held ready for use. The expected useful lives are as follows:
Buildings
Plant and equipment
Motor vehicles
Office furniture and equipment

10-50 years
5-20 years
7-15 years
5-20 years

l) Impairment of non-financial assets other than goodwill
The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any such indicator
exists, or when annual impairment testing for an asset is required, the Group makes an estimate of the asset’s recoverable
amount. An asset’s recoverable amount is the higher of its fair value less costs to sell and its value in use and is determined for
an individual asset, unless the asset does not generate cash inflows that are largely independent of those from other assets or
groups of assets and the asset’s value in use cannot be estimated to be close to its fair value. In such cases the asset is tested
for impairment as part of the cash-generating unit to which it belongs. When the carrying amount of an asset or cash-generating
unit exceeds its recoverable amount, the asset or cash-generating unit is considered impaired and is written down to its
recoverable amount.
In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset. Impairment losses relating to
continuing operations are recognised in those expense categories consistent with the function of the impaired asset unless the
asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.
An assessment is also made at each reporting date as to whether there is any indication that previously recognised impairment
losses may no longer exist or may have decreased. If such indication exists, the recoverable amount is estimated. A previously
recognised impairment loss is reversed only if there has been a change in the estimates used to determine the asset’s
recoverable amount since the last impairment loss was recognised. If that is the case the carrying amount of the asset is
increased to its recoverable amount. That increased amount cannot exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognised for the asset in prior years. Such reversal is recognised
in profit or loss unless the asset is carried at revalued amount, in which case the reversal is treated as a revaluation increase. After
such a reversal the depreciation charge is adjusted in future periods to allocate the asset’s revised carrying amount, less any
residual value, on a systematic basis over its remaining useful life.

m)	Repairs and maintenance
Plant of the Group is required to be overhauled on a regular basis. The costs of this maintenance are charged as expenses as
incurred, except where they relate to the replacement of a major component of an asset, in which case the costs are capitalised
and depreciated in accordance with Note 2(k). Other routine operating maintenance, repair costs and minor renewals are also
charged as expenses as incurred.

n) Leasehold properties
The cost of leasehold properties is amortised over the unexpired period of the lease or the estimated useful life of the property to
the Group, whichever is the shorter. Leasehold properties held at the reporting date are being amortised over a period not greater
than 99 years.
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Note 2. Summary of significant accounting policies (continued)
o) Goodwill
Goodwill acquired in a business combination is initially measured at cost being the excess of the cost of the business
combination over the Group’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities.
Following initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill is reviewed for
impairment annually or more frequently if events or changes in circumstances indicate that the carrying value may be impaired.
For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to
each of the Group’s cash-generating units, or groups of cash-generating units, that are expected to benefit from the synergies
of the combination, irrespective of whether other assets or liabilities of the Group are assigned to those units or groups of units.
Each unit or group of units to which the goodwill is so allocated represents the lowest level within the Group at which the goodwill
is monitored for internal management purposes.
Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of cash-generating units),
to which the goodwill relates. When the recoverable amount of the cash-generating unit (group of cash-generating units), is
less than the carrying amount, an impairment loss is recognised. When goodwill forms part of a cash-generating unit (group
of cash-generating units) and an operation within that unit is disposed of, the goodwill associated with the operation disposed
of is included in the carrying amount of the operation when determining the gain or loss on disposal of the operation. Goodwill
disposed of in this manner is measured based on the relative values of the operation disposed of and the portion of the cashgenerating unit retained.
Impairment losses recognised for goodwill are not subsequently reversed.

p) Intangible assets
Intangible assets acquired separately or in a business combination are initially measured at cost. The cost of an intangible asset
acquired in a business combination is its fair value as at the date of acquisition. Following initial recognition, intangible assets
are carried at cost less any accumulated amortisation and any accumulated impairment losses. Internally generated intangible
assets, excluding capitalised development cost, are not capitalised and expenditure is charged against profits in the year in which
the expenditure is incurred.
The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite lives are amortised
over the useful life and assessed for impairment whenever there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method for an intangible asset with a finite useful life are reviewed at least at each
financial year end. Changes in the expected useful life or the expected pattern of consumption of future economic benefits
embodied in the asset are accounted for by changing the amortisation period or method, as appropriate, which is a change in
accounting estimate. The amortisation expense on intangible assets with finite lives is recognised in profit or loss in the expense
category consistent with the function of the intangible asset.
Intangible assets with indefinite useful lives are tested for impairment annually either individually or at a cash-generating unit level.
Such intangibles are not amortised. The useful life of an intangible asset with an indefinite life is reviewed each reporting period to
determine whether an indefinite life assessment continues to be supportable. If not, the change in the useful life assessment from
indefinite to finite is accounted for as a change in accounting estimate and is thus accounted for on a prospective basis.
Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognised in profit or loss when the asset is derecognised.
i)

82

Computer software
An intangible asset arising from the purchase or development of computer software is recognised only when the Group can
demonstrate the technical feasibility of completing the development project, its intention to complete and its ability to use the
asset to generate future economic benefits. Following the initial recognition of the purchase or development expenditure, the cost
model is applied requiring the asset to be carried at cost less any accumulated amortisation and accumulated impairment losses.
Expenditure capitalised is amortised on a straight line basis over an estimated useful life of four years.
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Note 2. Summary of significant accounting policies (continued)
p) Intangible assets (continued)
ii)

Research and development
Research costs are expensed as incurred. An intangible asset arising from development expenditure on an internal project
is recognised only when the Group can demonstrate the technical feasibility of completing the intangible asset so that it will
be available for use or sale, its intention to complete and its ability to use or sell the asset, how the asset will generate future
economic benefits, the availability of resources to complete the development and the ability to measure reliably the expenditure
attributable to the intangible asset during its development. Following the initial recognition of the development expenditure, the
cost model is applied requiring the asset to be carried at cost less any accumulated amortisation and accumulated impairment
losses. Any expenditure so capitalised is amortised on a straight line basis over the estimated useful life. At 30 September 2011,
the Group does not have any development assets.

iii) Patents
Patents and trademarks are recognised at cost of acquisition. Patents have a finite life and are carried at cost less accumulated
amortisation and any impairment losses. Patents are amortised on a straight line basis over twenty years.

q) Leases
The determination of whether an arrangement is or contains a lease is based on the substance of the arrangements and requires
an assessment of whether the fulfilment of the arrangement is dependent on the use of a specific asset or assets and the
arrangement conveys a right to use the asset.
i)

Group as a lessee
Finance leases, which transfer to the Group substantially all the risks and benefits incidental to ownership of the leased item, are
capitalised at the inception of the lease at fair value of the leased property or, if lower, at the present value of the minimum lease
payments. Lease payments are apportioned between the finance charges and reduction of the lease liability so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance charges are recognised as an expense in profit or loss.
Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset and the lease term.
Leases where the lessor retains substantially all the risks and benefits of ownership of the asset are classified as operating leases.
Operating lease payments are recognised as an expense in the statement of comprehensive income on a straight line basis over
the lease term. Lease incentives are recognised in the statement of comprehensive income as an integral part of the total lease
expense.

ii)

Group as a lessor
Initial direct costs incurred in negotiating an operating lease are added to the carrying amount of the leased asset and recognised
over the lease term on the same basis as the lease income.

r)	Trade and other payables
Trade payables and other payables are carried at amortised costs representing liabilities for goods and services provided to the
Group prior to the end of the financial year that are unpaid and arise when the Group becomes obliged to make future payments
in respect of the purchase of these goods and services. These amounts are unsecured and non-interest bearing and are usually
paid within 30 days of recognition.

s)	Non-interest bearing liabilities
In accordance with the Bulk Handling Act (1967), tolls were previously deducted from the proceeds of every tonne of grain
delivered by a shareholder. Debentures are subsequently issued for tolls accrued during the previous 10 years. The collection
of tolls ceased during the financial year ended 31 October 2000. There is no interest applicable and repayments to debenture
holders are made annually in the year sequence in which tolls were credited. The debentures are carried at amortised cost and
the carrying value is determined based on the net present value of future payments discounted at an appropriate 10 year bond
interest rate at inception.
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Note 2. Summary of significant accounting policies (continued)
t) Interest bearing loans and borrowings
All loans and borrowings are initially recognised at fair value of the consideration received less directly attributable transaction
costs.
After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost using the effective
interest rate method.
Gains and losses are recognised in the statement of comprehensive income when the liabilities are derecognised.
Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a past event, it is probable
that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate can be
made of the amount of the obligation.
When the Group expects some or all of a provision to be reimbursed, for example under an insurance contract, the
reimbursement is recognised as a separate asset but only when the reimbursement is virtually certain. The expense relating to
any provision is presented in the statement of comprehensive income net of any reimbursement.
If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that reflects time value
of money and the risks specific to the liability. The increase in the provision resulting from the passage of time is recognised in
finance costs.

u) Foreign currency translation
The consolidated financial statements are presented in Australian dollars ($A) which is Co-operative Bulk Handling Limited’s
functional and presentation currency.
Foreign currency transactions are initially recorded in the functional currency at the exchange rates ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling
at the reporting date and all differences are recognised in the statement of comprehensive income. Loans to subsidiaries are
retranslated at the exchange rate ruling at reporting date and any retranslation difference is taken to a separate component of
equity where the loan is determined to be equity in nature.
The functional currency of overseas subsidiaries is American Dollars (USD), Hong Kong Dollars (HKD) and Japanese Yen (JPY).
As at the reporting date the assets and liabilities of the foreign operations are translated into the presentation currency of
the Group at the rate of exchange ruling at the reporting date and the statement of comprehensive income are translated at
the average exchange rates for the year. The exchange differences arising on the translation are taken directly to a separate
component of equity.
On disposal of a foreign operation, the deferred cumulative amount recognised in equity relating to that particular foreign
operation is recognised in the statement of comprehensive income.

v)	Employee benefits
i)

Wages and salaries and annual leave
Liabilities for wages and salaries, annual leave and related on costs, are recognised and are measured at their nominal amounts
based on remuneration rates which are expected to be paid when the liabilities are settled.

ii)

Long service leave and sick leave
A liability for long service leave and sick leave due to be settled within 12 months of the reporting date is recognised in the
provision for employee benefits and is measured in accordance with (i) above. The liability for long service leave and vesting sick
leave due to be settled more than 12 months from the reporting date is recognised in the provision for employee benefits and
measured as the present value of expected future payments to be made in respect of services provided by employees up to the
reporting date using the projected unit credit method. Liabilities for non-accumulating sick leave are recognised when the leave is
taken and are measures at the rates paid or payable.
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Note 2. Summary of significant accounting policies (continued)
v)	Employee benefits (continued)
Consideration is given to expected future wage and salary levels, experience of employee departures and periods of service.
Expected future payments are discounted using market yields at the reporting date on national government bonds with terms to
maturity and currency that match, as closely as possible, the estimated future cash outflows.
iii) Terminations
Liabilities for termination benefits are recognised when a detailed plan for terminations has been developed and a valid
expectation has been raised in those employees affected that the terminations will be carried out. Liabilities for termination
benefits expected to be settled within 12 months are measured at the amounts expected to be paid when they are settled.
iv) Superannuation
The Group offers employees a choice in certain superannuation matters. As such superannuation contributions are made to a
number of funds, including the CBH Superannuation Fund (Note 26) which includes a defined benefit component within the plan.
Defined benefit members receive pension benefits on retirement, death and disablement, with an option to convert their benefits
to a lump sum. On resignation, defined benefit members receive a lump sum benefit. The defined benefit section of the Fund is
closed to new members. All new members receive accumulation only benefits.
The Group uses the Direct to Equity Approach under AASB 119. Under this approach actuarial gains and losses in respect of the
defined benefit component of the superannuation plan are recognised in the retained earnings. They are not taken to profit and
loss in future periods.
The defined benefit asset or liability is measured at the present value of the defined benefit obligation at the reporting date less
the fair value of the superannuation fund’s assets at that date. Any asset resulting from this calculation is limited to unrecognised
past service cost, plus the present value of any economic benefits available in the form of refunds from the plan and reductions in
future contributions to the plan. The defined benefit obligation includes actuarial estimates of future variables such as employee
turnover and the plan’s rate of return. Gains and losses arising from changes in actuarial estimates are recognised immediately
through retained earnings in the year in which they occur.

w) Income tax
Current tax assets and liabilities for the current year and prior period are measured at the amount expected to be recovered from
or paid to the taxation authorities based on the current year’s taxable income. The tax rates and tax laws used to compute the
amount are those that are enacted or substantively enacted by the reporting date.
Deferred income tax is provided on all temporary differences at the reporting date between the tax bases of assets and liabilities
and their carrying amounts for financial reporting purposes.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset
is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the
reporting date.
Deferred income tax liabilities are recognised for all taxable temporary differences except:
• when the deferred income tax liability arises from the initial recognition of goodwill or of an asset or liability in a transaction
that is not a business combination and that, at the time of the transaction, affects neither the accounting profit nor taxable
profit or loss; or
• when the taxable temporary difference is associated with investments in subsidiaries, associates or interests in joint ventures,
and the timing of the reversal of the temporary differences can be controlled and it is probable that the temporary differences
will not reverse in the foreseeable future.
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Note 2. Summary of significant accounting policies (continued)
w) Income tax (continued)
Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of unused tax assets and
unused tax losses, to the extent that it is probable that taxable profit will be available against which the deductible temporary
differences and the carry-forward of unused tax credits and unused tax losses can be utilised except:
• when the deferred income tax asset relating to the deductible temporary differences arises from the initial recognition of an
asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; or
• when the deductible temporary differences is associated with investments in subsidiaries, associates or interests in
joint ventures, in which case a deferred tax asset is only recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against which the temporary differences
can be utilised.
The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilised.
Unrecognised deferred income tax assets are reassessed at each reporting date and are recognised to the extent that it has
become probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilised.
Income taxes relating to items recognised directly in equity are recognised in equity and not in profit or loss.
Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right exists to set off current tax assets
against current tax liabilities and the deferred tax assets and liabilities relate to the same taxable entity and the same
taxation authority.
The parent entity is exempt from income tax by virtue of Section 50-40 of the Income Tax Assessment Act (1997).

x)	Other taxes
Co-operative Bulk Handling Limited (‘CBH’) added CBH Grain Pty Ltd and Agracorp Pty Ltd to its existing GST Group on
1 October 2010. An Indirect Tax Sharing Agreement (‘ITSA’) was entered into between CBH (as the Representative member)
and members of the GST Group with the effect of managing the GST liability of the Group. The ITSA covers indirect taxes which
include the GST, Luxury Car Tax, Wine Equalisation Tax and Fueld Tax.
Revenues, expenses and assets are recognised net of the amount of GST except:
• when the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in which case the
GST is recognised as part of the cost of acquisition of the asset or as part of the expense item as applicable; and
• receivables and payables, which are stated with the amounts of GST included.
The net amount of GST recoverable from, or payable to, the taxation authority is included as part of the receivables or payables in
the statement of financial position.
Cash flows are included in the Cash Flow Statement on a gross basis and the GST component of cash flow arising from investing
and financing activities, which is recoverable from, or payable to, the taxation authority, are classified as operating cash flows.
Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the taxation authority.

y)	Borrowing costs
Borrowing costs incurred for the construction of any qualified asset are capitalised during the period of time that it is required to
complete and prepare the asset for its intended use. No borrowing costs were capitalised during the current year.
Other borrowing costs are recognised as an expense when incurred.
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Note 2. Summary of significant accounting policies (continued)
z)	Bank guarantees
A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder for a
loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified terms of a
debt instrument. The parent entity has undertaken guarantees relating to loan facilities with certain subsidiaries and associated
entities.
Financial guarantee contracts are initially measured at fair value and recorded as a guarantee liability and an increase in
investment on the statement of financial position. In future years, financial guarantee contracts are recognised and measured at
the higher of the best estimate of the expenditure required to settle the obligation and the amount initially recognised less, where
appropriate, cumulative amortisation.

aa)	Derivative financial instruments
Derivative financial instruments are initially recognised at fair value on the date a derivative contract is entered into and are
subsequently remeasured at fair value. The method of recognising the resulting gain or loss depends on whether the derivative
is designated as a hedge instrument. The Group’s commodity futures and options contracts, interest rate swap agreements and
foreign exchange contracts are used to manage financial risk and exposure of commodity inventories but do not currently qualify
for hedge accounting.
Where derivative instruments do not qualify for hedge accounting, changes in fair value are recognised immediately in the
statement of comprehensive income. Derivatives are carried as assets when their fair value is positive and as liabilities when their
fair value is negative.
Fair value estimation
The fair value of financial assets and financial liabilities must be estimated for recognition and measurement or for disclosure
purposes.
The fair value of financial instruments traded in active markets (such as publicly traded derivatives, and trading and available-forsale securities) is based on the quoted market prices at the reporting date. The quoted market price used for financial assets held
by the Group is the current bid price, the appropriate quoted market price for financial liabilities is the current ask price.
The fair value of financial instruments that are not traded in an active market (for example, over the counter derivatives) is
determined using valuation techniques. The Group uses a variety of methods and makes assumptions that are based on market
conditions existing at each reporting date. Physical positions comprising stocks, forward sales and forward purchases do
not have quoted market prices available. Other techniques, such as obtaining bid values from a variety of commodity brokers
and trade marketers, are used to determine fair value for these financial instruments. The fair value of interest rate swaps is
determined by reference to market values for similar instruments. The fair value of forward exchange contracts is determined
using forward exchange market rates at the reporting date for contracts with similar maturity profiles.
The nominal value less estimated credit adjustments of trade receivables and payables are assumed to approximate their fair
values. The fair value of financial liabilities for disclosure purposes is estimated by discounting the futures contractual cash flows
at current market interest rates that is available to the Group for similar financial instruments.

ab) Cash and cash equivalents
Cash and short-term deposits in the statement of financial position comprise cash at bank and in hand and short-term deposits
with an original maturity of three months or less.
For the purposes of the cash flow statement, cash and cash equivalents consist of cash and cash equivalents as defined above,
net of any outstanding bank overdrafts.

ac) Contributed equity
Issued and paid up capital is recognised at the fair value of the consideration received.
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Note 3. Significant accounting judgements, estimates and assumptions
The preparation of the financial statements requires management to make judgements, estimates and assumptions that affect the
reported amounts in the financial statements. Management continually evaluates its judgements and estimates in relation to assets,
liabilities, contingent liabilities, revenue and expenses. Management bases its judgements and estimates on historical experience
and on other various factors it believes to be reasonable under the circumstances, the result of which form the basis of the carrying
values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates under
different assumptions and conditions and may materially affect financial results or the financial position reported in future periods.
Management has identified the following critical accounting policies for which significant judgements, estimates and assumptions
are made.

a) Significant accounting judgements
In the process of applying the Group’s accounting policies, management has made the following judgements apart from those
involving estimations, which have the most significant effect on the amounts recognised in the financial statements:
Allowance for doubtful debt
Management believe recoverability of some of the debts included in trade and other receivables are uncertain as they are overdue
beyond their credit period and therefore an allowance of $3,917,000 (2010: $2,441,000) has been raised. Measures are being
undertaken to recover the full value of the relevant receivable, including taking charge over the assets of debtors in default and/or
taking legal action.
Impairment of non-financial assets other than goodwill
The Group assesses impairment of all assets at each reporting date by evaluating conditions specific to the Group and to the
particular asset that may lead to impairment. These include product and manufacturing performance, technology, economic,
environmental and political environments and future product expectations. If an impairment trigger exists the recoverable amount
of the asset is determined. Given the current uncertain economic environment management considered that the indicators of
impairment were significant enough and as such these assets have been tested for impairment in this financial year. There was no
impairment recognised during the year as a result of this (2010: $38,918,000 was recognised as impairment of the CGU – Metro
Grain Centre)
Impairment of investment in associate
As at reporting date, the Company assessed the impairment of investments in associates by comparing the equity accounted
value of the investments to expected cash flows from the investments. As a result, an impairment loss amounting to $439,000
(2010: $1,629,000) was recorded in relation to Australian Lupin Processing Pty Ltd and United Bulk Carriers.
Loans to overseas subsidiaries in foreign currency
Loans to overseas subsidiaries in foreign currency are translated at the exchange rate ruling at the reporting date. Any exchange
differences arising on the translation are recognised in the foreign currency translation reserve on consolidation if it was
determined that the loans are equity in nature. For all other loans, the exchange differences are recognised in the statement of
comprehensive income.
Recognition of deferred income tax assets
Deferred income tax assets are recognised in relation to the subsidiaries of the Group to the extent that it is probable that taxable
profits will be available against which the deductible temporary differences can be utilised. Due to the tax exempt status of CBH
Limited, no deferred tax amounts are recognised in the parent entity.

b) Significant accounting estimates and assumptions
The carrying amounts of certain assets and liabilities are often determined based on estimates and assumptions of future events.
The key estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amount of certain
assets and liabilities within the next annual reporting year are:
Grain stock inventory
The Group measures the cost of grain stock inventory held for trading by reference to the fair value of grain stock as at reporting
date less costs to sell. The fair value has been determined by reference to international and domestic grain prices as at reporting
date. In cases where international or domestic prices are not readily available, the fair value is determined by reference to a
forward price that may be available.
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Note 3. Significant accounting judgements, estimates and assumptions (continued)
ii) Significant accounting estimates and assumptions (continued)
Derivative assets and liabilities
Fair value where there is no organised market
The fair value of financial instruments that are not traded in an active market (for example, over-the-counter derivatives) is
determined using valuation techniques. The Group uses a variety of methods and makes assumptions that are based on market
conditions existing at each reporting date. Quoted market prices or dealer quotes for similar instruments are used for longterm debt instruments held. Physical positions comprising stocks, forward sales and forward purchases do not have quoted
market prices available, therefore other techniques, such as obtaining bid values from a variety of commodity brokers and
trade marketers, are used to determine fair value for these financial instruments. The fair value of forward exchange contracts is
determined using forward exchange market rates at the reporting date.
Impairment of notional goodwill included within investments in associates
The Group determines whether goodwill is impaired at least on an annual basis. This requires an estimation of the recoverable
amount of the cash-generating units, using a value in use discounted cash flow methodology, to which the notional goodwill is
allocated. The only investment containing notional goodwill is in respect of the flour mills. The assumptions used in this estimation
of recoverable amount of notional goodwill are:
i) Cash-generating units: Flour mill level as decisions are made and reports are prepared at this level.
ii) Carrying amount of notional goodwill allocated to each cash-generating units: The carrying amount of notional goodwill
allocated to the flour mills investment is AUD 9,377,000 or USD 9,154,000 (2010: AUD 9,432,000 or USD 9,154,000).
iii) Key Assumptions used in value in use calculations for cash-generating units.
The calculation of value in use for the cash generating units is most sensitive to the following assumptions:
• Discount rate
• Growth rate used to extrapolate cash flows beyond the budget period
• Raw material price fluctuations
• Market share during the year
Discount rates – reflect management’s estimate of the time value of money and the risks to each unit that are not already
reflected in the cash flows. This is the benchmark used by management to assess operating performance and to evaluate
future investment proposals. In determining appropriate discount rates for each unit, regard has been given to the weighted
average cost of capital of the entity as a whole and adjusted for country and business risk specific to the Mills. A rate of 10%
(2010: 10%) was applied to the forecast cash flows.
Growth rate estimates – are based on industry research and cross checked to published growth rates forecast for the
regions. Management then applies these growth rates conservatively past the 1 year budget. A factor of 4.5% (2010: 4.5%)
per annum was applied from years 2-5 and stable growth for years 6-10.
Raw material price fluctuations – estimates are obtained from published indices from the countries from which the
materials are sourced together with the use of past actual raw material price movements as an indicator of future price
movements.
Market share during the year – management assesses how the unit’s relative position to its competitors might change
over the budget period. Management expects the unit’s market share to remain stable or to slightly increase over the
budget period.
iv) Sensitivity to changes in assumptions
With regard to the assessment of value in use, management believes that no reasonably possible change in any of the above
key assumptions would cause the carrying value of the unit to materially exceed its recoverable amount.
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Note 3. Significant accounting judgements, estimates and assumptions (continued)
ii) Significant accounting estimates and assumptions (continued)
Defined benefit plan
Various actuarial assumptions are required when determining the Group’s pension benefit obligations. These assumptions and
related carrying amounts are discussed in Note 26.
Long service leave and sick leave entitlements
The Group measures the value of long service leave and sick leave liabilities at the present value of expected future payments to
be made in respect of services provided by employees up to the reporting date using the projected unit credit valuation method.
The expected future payments are discounted using market yields at the reporting date on national government bonds with terms
to maturity and currencies that match, as closely as possible, the estimated future cash outflows.
Bank guarantee liability
The fair value of financial contracts discussed in Notes 2(aa) and 20 has been assessed using the present value approach on
initial recognition. In order to estimate the fair value under this approach, the Company used the differential between the interest
rate with the guarantee (2.35%-5.4%) and what the interest rate would potentially have been without the guarantee (3.33%6.84%). Subsequent to initial measurement, the guarantees are recognised at the amount determined in accordance with AASB
137 assessed based on the above approach or the amount initially recognised less cumulative amortisation, whichever is higher.
Estimation of useful lives of assets
The estimation of the useful lives of assets has been based on historical experience (for plant and equipment), lease term (for
leased equipment) and turnover policies (for motor vehicles). Adjustments to useful life are made when considered necessary.
Depreciation charges are disclosed in Note 11.
Impairment of non current assets
The Group determines whether non current assets are impaired at least on an annual basis. This requires an estimation of the
recoverable amount of the cash-generating units, using a value in use discounted cash flow methodology.
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12 months ended
30 September
2011

11 months ended
30 September
2010

$’000

$’000

223,206
1,642,638
4,960
36,401
17,809
26,303
–
1,951,317

214,936
912,490
1,183
137,675
25,167
26,933
(14,191)
1,304,193

2,793
123,973
22,570
(84,121)
210
363
16,217
82,005

(265)
8,054
(20,476)
51,208
477
347
13,005
52,350

(11,779)
1,538,433
1,526,654

(40,020)
820,467
780,447

34,546
6,342
–
40,888

30,761
3,522
392
34,675

30,814
23,484
1,646
2,041
425

29,534
22,287
1,631
2,085
–

168
762
5
59,345

154
6,404
3
62,098

Note 4. Revenues and expenses
Revenues and Expenses from Continuing Operations
a)	Revenue
Grain handling services
Grain trading and marketing services
Construction contract revenue
Logistic services revenue
Management fees
Interest
Customer loyalty payment
b) Other income
Net (loss)/gain on disposal of property, plant and equipment
Net realised gain on foreign exchange
Realised fair value gain/(loss) on derivatives
Unrealised fair value gains/(losses) on derivatives
Net unrealised (loss)/gain on foreign exchange on non derivatives
Amortisation of bank guarantee liability
Other
c) Raw materials, traded grains and consumables
Fair value change on traded inventory
Costs of goods sold
d) Finance costs
Bank loans and overdrafts
Payments to CBH Grain Pools
Effective interest on debentures
Total finance costs
e) Depreciation and amortisation
Depreciation:
Land and buildings
Plant and equipment
Office furniture and equipment
Motor vehicles
Low value assets
Amortisation:
Leasehold properties
Computer software
Patents & Intangibles
Total depreciation and amortisation
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12 months ended
30 September
2011

11 months ended
30 September
2010

$’000

$’000

103,385
5,085
3,701
9,454
121,625

98,685
4,554
2,927
5,572
111,738

11,779
(84,121)
(72,342)

40,020
51,208
91,228

(130)

(1,027)

10,683
(41)
1,783
12,517

(1,681)
(997)
1,345
9,111

67,790
95,778
163,568

80,290
139,959
220,249

Current income tax
Current income tax charge
Adjustments in respect of current income tax of previous years
Adjustment in respect of current income tax due to CBH becoming a tax exempt entity

7,346
(258)
(57,285)

18,415
(402)
–

Deferred income tax
Relating to origination and reversal of temporary differences
Adjustments in respect of deferred income tax of previous years
Adjustments in respect of CBH becoming tax exempt entity
Income tax (benefit)/expense reported in the statement of comprehensive income

(15,040)
58
55,349
(9,830)

(6,760)
–
–
11,253

Note 4. Revenues and expenses (continued)
Revenues and Expenses from Continuing Operations (continued)
f)

Employee benefits expense
Wages and salaries
Defined contribution accumulation superannuation expense
Defined benefit superannuation expense
Other employee benefits expense

g) Unrealised gain/(loss)
Net unrealised gain/(loss) on inventory at fair value, less cost to sell
Net unrealised gain/(loss) on derivatives at fair value

Gain/(loss) on foreign currency translation (Note 2(u))
h) Other expenses
Provision for employee benefits
Bad debts written (back)/off to profit and loss
Allowance for doubtful debts
Rental expense relating to operating leases
i)

Storage, handling and freight expenses
Storage and handling
Freight
Freight expense includes the amount Co-operative Bulk Handling Ltd pays to rail and
road transporters under its Grain Express strategy which commenced in 2009 to move
grain from up-country receival sites, to destination sites.

Note 5. Income tax
Major components of income tax expense for the period ended 30 September 2010 and
the year ended 30 September 2011 are:

Statement of comprehensive income
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Statement of
Fina ncia l P osition

Statement of
Comp rehensiv e Income

30 September
2011

30 September
2010

12 months ended
30 September
2011

11 months ended
30 September
2010

$’000

$’000

$’000

$’000

(22,632)
–
(3,557)
–
–
(122)
26,311
–

(58,142)
–
(12,023)
(207)
–
(441)
62,483
(8,330)

35,510
–
8,466
207
–
319
–
44,502

(11,808)
2
(11,846)
(40)
438
422
17,914
(4,918)

31,805
413
66
–
1,924
–
–
–
–
3
–
–
–
(26,311)

43,483
1,155
21,244
32,389
13,861
2,435
1,044
–
–
5,584
–
–
10,695
(62,483)

(11,678)
(742)
(21,178)
(32,389)
(11,937)
(2,435)
(1,044)
–
–
(5,581)
–
–
(10,695)
–

1,738
79
706
(2,112)
7,001
(793)
245
(356)
(39)
826
(1,079)
(2,937)
10,695
(17,914)

–

(12,810)

12,810

334

–
7,900
7,900

–
56,597
48,267

–
(84,869)
(40,367)
(40,367)

15,284
11,678
6,760
6,760

Note 5. Income tax (continued)
Deferred income tax liabilities
Financial assets
Plant and equipment
Inventories
Accrued income
Prepayments
Other
Offset against deferred tax asset
Gross deferred income tax liabilities
Deferred income tax assets
Financial liabilities
Financial assets
Plant and equipment
Land and buildings
Accruals and provisions
Shrinkage stock
Defined benefits super plan
Deferred expenses
Borrowing costs
Foreign exchange on loans to foreign subsidiaries
Other
Unearned revenue
Carry forward tax losses
Offset against deferred tax liabilities
Less: Unrecognised deferred tax asset on capital
account
Less: Unrecognised deferred tax asset on revenue
account
Gross deferred income tax assets
Net deferred tax asset/(liability)
Deferred income tax charge
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12 months ended
30 September
2011

11 months ended
30 September
2010

$’000

$’000

(31,063)

39,385

6,709

–

(24,354)

39,385

(7,306)
(1,936)
(34)
2,588
(4,247)
42
82
–
196
1
176
17
591
(9,830)

11,816
–
(2)
1,757
(4,986)
–
508
450
(398)
1,631
–
–
477
11,253

Note 5. Income tax (continued)
A reconciliation between tax expense and the product of accounting profit before tax
multiplied by the Group’s applicable income tax rate is as follows:
Accounting profit/(loss) before income tax from continuing operations
Add: Parent entity loss (tax exempt)
Accounting profit/(loss) before income tax from taxable entities
At the Group’s statutory income tax rate of 30%
Net adjustment in respect of CBH becoming tax exempt
Non-assessable income
Non-deductible expenses
Share of equity accounted results of associates
Difference in effective tax rate of overseas subsidiary
Loss of associate
Attributable income of Controlled Foreign Corporations
Over provision of tax in prior period
Adjustment to temporary differences of prior years
Temporary difference not recognised
DTA on foreign tax loss not recognised
Other
Income tax (benefit)/expense

On 25 November 2008, the Australian Tax Office (“ATO”) issued a ruling stating that Co-operative Bulk Handling Limited (“CBH”) is
no longer entitled to claim tax exempt status and is required to pay tax from 1 November 2008. CBH lodged an appeal against this
ruling to the Federal Court. The Federal Court in May 2010 ruled in favour of CBH retaining its tax exempt status. This was appealed
by the ATO to the Full Federal Court in August 2010.
On 17 December 2010, the Full Federal Court dismissed the ATO’s appeal and ruled in favour of CBH, affirming its tax exempt status
as a society or association established for the purpose of promoting the development of Australian agricultural resources. As the ATO
has not sought special leave to appeal the decision to the High Court of Australia the case is now considered as final and closed.
CBH is entitled to continue to maintain its tax exempt status unless there is a change in its business whereby it does not comply with
the Tax Legislation or the Bulk Handling Act.
Accordingly, CBH has reversed the impact of applying tax effect accounting since 1 November 2008 in the current year. The reversal
results in a net income tax benefit of $1,936,000. Furthermore, the Company in the past had not recognised deferred income tax
assets arising due to the ATO’s ruling beyond its estimated tax liability if it were held to be a taxpayer.
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30 September
2011

30 September
2010

$’000

$’000

49,918
44,200
(3,917)
90,201

26,335
62,777
(2,441)
86,671

78,180

20,029

1
168,382

12
106,712

–
–

674
674

Note 6. Trade and other receivables
CURRENT
Trade receivables (i)
Loans to Growers (ii)
Less: Allowance for doubtful debts (iii)

Other receivables (v)
Related party receivables: (iv)
Associated entities

NON-CURRENT
Trade receivables (i)

(i)	Trade receivables
Trade receivables are generally non-interest bearing and are 14-30 day terms. Included in the above amount, are two debtors
who owe CBH Grain Pty Ltd $nil (2010 – $7,900,000) at reporting date. These debtors have been granted trade finance
facilities and interest is charged at LIBOR plus a margin on commercial terms. In respect of grower washout invoices, terms are
generally 30 days however, extension of up to 90 days has been granted upon application. An allowance for doubtful debts is
made when there is objective evidence that a trade receivable is impaired.
Non-current trade receivables comprise a deferred payment plan entered into with certain overseas customers. The amount is
payable over 36 months in weekly instalments including interest. Interest is charged at LIBOR plus a margin on commercial terms.
At financial year end, the ageing analysis of trade receivables is as follows:
Current
< 30 days overdue
30 – 60 days overdue
60 – 90 days overdue
> 90 days overdue

26,269
19,475
501
455
3,218
49,918

22,575
1,008
293
(48)
3,181
27,009

(ii) Loans to Growers
Loans to growers are interest bearing and represent funds advanced to growers based on tonnes delivered to the Company,
primarily for delivery into the CBH Grain Pools. This receivable is secured by and will be settled by distributions receivable
from all commodity Pools. At 30 September 2011, the interest rate charged to growers was 7.4%. No amounts are past due or
considered impaired.
At year end, the ageing analysis of Loans to Growers is as follows:
Current

44,200
44,200

62,777
62,777
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30 September
2011

30 September
2010

$’000

$’000

Note 6. Trade and other receivables (continued)
(iii) Allowance for doubtful debts
An allowance for doubtful debts is recognised when there is objective evidence that the Group will not be able to collect the
debts. Financial difficulties of the debtor, default payments or debts more than 90 days overdue are considered objective
evidence of impairment. Bad debts are written off when an individual trade receivable or Loan to Grower is known to be
uncollectable. An impairment loss of $1,476,000 (2010: $348,000) has been recognised by the Group. These amounts have
been included in the other expense item.
Movements in the provision for doubtful debts were as follows:
At 1 October (2010: 1 November)
Charge for the year
Amounts written back
At 30 September

2,441
1,517
(41)
3,917

2,093
1,345
(997)
2,441

Trade receivables past due but not considered impaired are Group $25,544,000 (2010: $1,993,000). Each entity within the
group has been in contact with the relevant debtor and is satisfied that payment will be received in full.
Other balances within trade and other receivables do not contain impaired assets and are not past due. It is expected that these
other balances will be received when due.

(iv) Related party receivables
For terms and conditions relating to related party receivables refer Note 29.

(v)	Other receivables
Other receivables consist of GST receivables, and accrued income receivable within 12 months.
Accrued income receivable within 12 months
GST receivable
Other

70,814
6,251
1,115
78,180

12,237
5,034
2,758
20,029

(vi) Fair value and credit risk
Due to the short term nature of current receivables, their carrying amounts are estimated to represent their fair values. In
respect of non-current receivables, carrying amounts approximate fair value as these carry interest at commercial rates.
The maximum exposure to credit risk is the carrying value of receivables. The Group will, where it is deemed appropriate,
require collateral to be provided by third parties. It is not the Group’s policy to transfer (on-sell) receivables to special purpose
entities.

(vii) Foreign exchange and interest rate risk
Details regarding foreign exchange and interest rate risk exposure are disclosed in Note 19.
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30 September
2011

30 September
2010

$’000

$’000

20
20

–
–

–
1
1

566
1
567

Note 7. Other financial assets
CURRENT
Loans to CBH Grain Pools at amortised cost (i)

NON-CURRENT
Unlisted investments at cost
– Shares in controlled entities (ii)
– Shares in other corporations

(i) Loans to CBH Grain Pools
Loans to CBH Grain Pools have interest charged at the bank bill rate plus a commercial margin. The loan reflects amounts
advanced to growers on behalf of CBH Grain Pools. All amounts receivable are not considered past due or impaired.

(ii) Shares in controlled entities
The investment in controlled entity represents the 50% investment in Daily Grain Pty Ltd.
On 26 August 2010 Bulkwest Pty Ltd, a wholly owned subsidiary of the Company, entered into a Put and Call Option deed
whereby the Company has an irrevocable right to purchase the remaining 50% shares at a fixed price. This gave the Company
control of its investment in DailyGrain Pty Ltd. DailyGrain Pty Ltd has been disclosed as a controlled entity from this date and has
been consolidated from 1 October 2010. The acquisition accounting for the consolidation of Daily Grain Pty Ltd is not material
and therefore has not been disclosed separately.
Credit risk
The maximum exposure is the carrying value of the loan to CBH Grain Pools. Collateral is not held as security, nor is it the
Group’s policy to transfer (on-sell) receivables to special purpose entities.
Foreign exchange and interest rate risk
Details regarding foreign exchange and interest rate risk exposure are disclosed in Note 19.
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30 September
2011

30 September
2010

$’000

$’000

At fair value less cost to sell
Traded grain

225,664

154,098

At the lower of cost and net realisable value:
Raw materials and stores (at cost)
Work-in-progress (at cost) (i)
Less: Provision for obsolescence
Total inventories at the lower of cost and net realisable value
Total inventory

3,649
–
–
3,649
229,313

4,146
108
(14)
4,240
158,338

–
–
–

3,243
(3,135)
108

2,405
–
2,405

7,369
650
8,019

10,636
10,636

15,426
15,426

Note 8. Inventories

(i) Construction work-in-progress
Construction costs incurred and recognised
Profits less recognised losses

Note 9. Other assets
CURRENT
Prepayments
Deferred borrowing costs

NON-CURRENT
Defined benefit superannuation plan surplus
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12 months ended
30 September
2011

11 months ended
30 September
2010

$’000

$’000

361,716

458,806

21,283

10,213

135
(112,679)
(61,019)
(163,568)
–
(9,229)
(12,691)
(30,315)
–
–
(342)
(6,709)

1,363
(110,553)
(62,824)
(220,249)
–
(6,279)
(8,382)
(26,503)
(38,918)
(2,657)
(761)
(6,744)

1,936

(1,936)

Profit /(loss) from continuing operations after income tax expense

(4,773)

(8,680)

Other comprehensive income
Net gain on foreign currency hedge
Actuarial loss on defined benefit plan
Other comprehensive income/(expense) for the year, net of tax
Total comprehensive income/(expense) for the year

1,032
(1,089)
(57)
(4,830)

–
(2,247)
(2,247)
(10,927)

Profit /(loss) attributable to members of the parent entity

(4,773)

(8,680)

Total comprehensive income/(expense) for the year attributable to members of the parent entity

(4,830)

(10,927)

Note 10. Extracted Information relating to Co-operative Bulk Handling Limited
(‘the parent entity’)
a) Statement of Comprehensive Income – Parent
Continuing operations
Revenue from continuing operations
Other income
Changes in inventories
Employee benefits expense
Depreciation and amortisation expense
Storage, handling and freight expenses
Marketing and trading expenses
Insurance
Rent expense
Other expenses
Impairment of non current assets
Loss on disposal of investment
Finance costs
Profit/(loss) from continuing operations before income tax
Income tax benefit/(expense) from continuing operations
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30 September
2011

30 September
2010

$’000

$’000

ASSETS
Current assets
Cash and bank balances
Trade and other receivables
Derivative financial instruments
Inventories
Other assets
Total current assets

22,054
24,303
1,033
3,649
1,246
52,285

126,922
49,007
–
3,784
2,733
182,446

Non-current assets
Trade and other receivables
Investments in associates
Other financial assets
Property, plant and equipment
Intangible assets
Other assets
Deferred tax assets
Total non-current assets

32,030
31,324
108,918
775,466
3,117
10,636
–
961,491

35,141
32,316
108,672
709,995
8,085
15,426
55,348
964,983

1,013,776

1,147,429

LIABILITIES
Current liabilities
Trade and other payables
Income tax payable
Provisions
Other liabilities
Total current liabilities

32,958
–
10,593
32,251
75,802

76,093
57,283
12,978
67,716
214,070

Non-current liabilities
Provisions
Total non-current liabilities

12,792
12,792

3,345
3,345

Total liabilities

88,594

217,415

Net assets

925,182

930,014

EQUITY
Contributed equity
Reserves
Retained earnings
Total equity

7
925,175
–
925,182

7
930,007
–
930,014

Note 10. Extracted Information relating to Co-operative Bulk Handling Limited
(‘the parent entity’ – continued)
b) Statement of Financial Position – Parent

Total assets
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12 months ended
30 September
2011

11 months ended
30 September
2010

$’000

$’000

371,881
(352,834)
19,047
3,785
(790)
22,042

575,872
(479,908)
95,964
3,735
(369)
99,330

(127,167)
–
(274)
3,628
3,100
–
(120,713)

(70,308)
1,090
(6,150)
2,071
–
1,167
(72,130)

(6,202)
(6,202)

–
–

(104,873)
126,922
5
22,054

27,200
99,726
(4)
126,922

Note 10. Extracted Information relating to Co-operative Bulk Handling Limited
(‘the parent entity’ – continued)
c) Statement of Cash Flows– Parent
Cash flows from operating activities
Receipts from customers
Payments to suppliers and employees
Interest received
Interest and other costs of finance paid
Net operating cash flows
Cash flows from investing activities
Payments for property, plant and equipment
Proceeds from sale of investment
Payments for investments in associates by way of loan
Proceeds from sale of property, plant and equipment
Receipt of loan from subsidiary
Repayment of loan from associated entities
Net investing cash flows
Cash flows from financing activities
Debentures repaid
Net financing cash flows
Net increase/(decrease) in cash and cash equivalents held
Cash and cash equivalents at the beginning of the financial year
Effect of exchange rates on cash holdings in foreign currencies
Cash and cash equivalents at the end of the financial year

d) Working capital deficiency – Parent
The parent entity has a working capital deficiency of $23,517,000 at 30 September 2011 (2010: $31,624,000). This deficiency is
largely due to the timing of incoming cash flows from harvest and the capital expenditure program during the year. The Company
believes that it has sufficient financial facilities in place, together with the option to reduce discretionary spending to meet any
forecast short term working capital deficiencies. The Company also has the ability to borrow or advance funds from subsidiary
entities which have significant working capital surpluses at 30 September 2011. The Group has a working capital surplus of
$219,775,000 (2010:$ 358,277,000) at 30 September 2011.
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Note 10. Extracted Information relating to Co-operative Bulk Handling Limited (‘the parent entity’ – continued)
Finance arrangements
The parent has issued the following guarantees in relation to loan facilities of its associates. All facilities are expressed in
Australian dollars unless otherwise disclosed.

30 September 2011
Controlled entities
Acquisition of flour mills (i)

CBH Grain Funding-AUD (ii)
CBH Grain Funding-USD (iii)
Associated entities
Acquisition of flour mills (iv)

30 September 2010
Controlled entities
Acquisition of flour mills

CBH Grain Funding-AUD
CBH Grain Funding-USD
Associated entities
Acquisition of flour mills

Total facility
amount

Utilised facility
amount

Parent Entity
maximum
exposure

Parent Entity fair
value exposure

$’000

$’000

$’000

(Note 2(aa))

Facility expiry date

10,295
USD10,050

10,295
USD10,050

10,295
USD10,050

21

29 October 2011

250,000
60,000

70,000
60,000

–
–

–
–

29 October 2011
27 November 2011

52,244
USD51,000

49,683
USD48,500

26,122
USD24,250

121

30 November 2011

15,198
USD14,750

10,355
USD10,050

10,355
USD10,050

135

31 October 2010

500,000
60,000

100,000
60,000

–
–

–
–

29 October 2011
15 October 2010

52,550
USD51,000

49,974
USD48,500

24,987
USD24,250

723

30 November 2011

(i) On 29 October 2011, this loan was repaid.
(ii) During the year, this facility was reduced from 500 million to 250 million. In November 2011, this facility was renewed to
2 November 2012.
(iii) In November 2011, this facility was renewed to 22 November 2012.
(iv) In November 2011, this facility was renewed to 30 November 2012.
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30 September
2011

30 September
2010

$’000

$’000

834,819
(443,781)
391,038

860,588
(446,903)
413,685

8,257
(1,445)
6,812

8,257
(1,277)
6,980

40,881
(33,171)
7,710

40,999
(32,372)
8,627

641,598
(438,650)
202,948

683,726
(464,304)
219,422

29,354
(18,658)
10,696

33,845
(22,185)
11,660

425
(425)
–

–
–
–

Capital works-in-progress (i)

147,530

36,406

Total property, plant and equipment

766,734

696,780

Note 11. Property, plant and equipment
Land and buildings
Freehold land and buildings
At cost
Less: Accumulated depreciation and impairment

Leasehold property
At cost
Less: Accumulated amortisation

Office furniture, fittings and equipment
At cost
Less: Accumulated depreciation and impairment

Plant and equipment
At cost
Less: Accumulated depreciation and impairment

Motor vehicles
At cost
Less: Accumulated depreciation and impairment

Low value pool
At cost
Less: Accumulated depreciation and impairment

(i) Capital works in progress includes advances to suppliers amounting to $55 million for purchase of the locomotives and wagons.
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Land and
buildings

Leasehold
properties

Office
furniture,
fittings and
equipment

$’000

$’000

$’000

Plant and
equipment

Motor
vehicles

Low Value
Assets

Capital
works-in –
progress

Total

$’000

$’000

$’000

$’000

$’000

Note 11. Property, plant and equipment (continued)
Reconciliations
Reconciliations of the carrying amounts of each class of property, plant and equipment at the beginning and end of the current and
previous financial year are set out below:
2011
Carrying amount at start
of the year
Additions
Disposals
Transfer from capital
works-in-progress
Transfer to property, plant and
equipment
Transfer to intangible assets
Depreciation/ Amortisation
expense (Note 4(e), 2(k))
Carrying amount at end
of the year
2010
Carrying amount at start
of the year
Additions
Disposals
Transfer from capital
works-in-progress
Transfer to property, plant and
equipment
Transfer to intangible assets
Impairment
Depreciation/ Amortisation
expense (Note 4(e), 2(k))
Carrying amount at end
of the year
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413,685
3,024
(203)

6,980
–
–

8,627
703
(12)

219,422
3,055
(439)

11,660
1,219
(179)

–
425
–

36,406
119,774
(187)

696,780
128,200
(1,020)

5,346

–

38

4,394

37

–

–

9,815

–
–

–
–

–
–

–
–

–
–

–
–

(8,438)
(25)

(8,438)
(25)

(30,814)

(168)

(1,646)

(23,484)

(2,041)

(425)

–

(58,578)

391,038

6,812

7,710

202,948

10,696

–

147,530

766,734

446,148
16,697
(51)

7,134
–
–

6,661
3,596
(76)

247,892
6,430
(48)

12,523
3,459
(2,175)

–
–
–

10,295
34,786
–

730,653
64,968
(2,350)

3,504

–

91

3,142

56

–

–

6,793

–
–
(23,079)

–
–
–

–
–
(14)

–
–
(15,707)

–
–
(118)

–
–
–

(6,793)
(1,882)
–

(6,793)
(1,882)
(38,918)

(29,534)

(154)

(1,631)

(22,287)

(2,085)

–

–

(55,691)

413,685

6,980

8,627

219,422

11,660

–

36,406

696,780
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Note 11. Property, plant and equipment (continued)
Impairment in non-current assets
During the previous financial period, new infrastructures were installed at Kwinana port which enabled growers to deliver direct to the
port and effectively remove the interdependencies between the port and Metro Grain Centre. The freight subsidy that was previously
provided for delivering to Metro Grain Centre was removed. As such Metro Grain Centre was separated from the Kwinana Zone and
treated as a separate cash generating unit (CGU). As a result, impairment testing has been performed on the MGC as a separate
cash generating unit to determine whether there is any impairment. It was assessed that the estimated recoverable amount based on
the value in use discounted cash flow methodology was below the carrying amount of the assets and as such an impairment loss of
nil (2010: $38,918,000) was charged to the statement of comprehensive income.
The assumptions used in this estimation of recoverable amount of Metro Grain Centre are:
(a) Cash-generating unit: Metro Grain Centre (MGC) is a separate cash generating unit as decisions are made and reports are
prepared at this level.
(b) Carrying amount of Metro Grain Centre

Consol idated
30 September
2011

30 September
2010

$’000

$’000

36,053
–
36,053

74,971
(38,918)
36,053

Carrying amount before impairment
Impairment charge during the period
Carrying value after impairment
(c) Key Assumptions used in value in use calculations for Metro Grain Centre.
The calculation of value in use for the cash generating units is most sensitive to the following assumptions:
• Discount rate
• Cash flow estimates
• Inflation rate estimate
• Land escalation rate estimate

Discount rate – reflect management’s estimate of the time value of money and the risks to the CGU that are not already reflected
in the cash flows. This is the benchmark used by management to assess operating performance and to evaluate future investment
proposals. In determining appropriate discount rates for the CGU, regard has been given to the weighted average cost of capital of
the entity as a whole and adjusted for business risk specific to the Metro Grain Centre. A rate of 8.3% (2010: 8.3%) was applied to the
forecast cash flows.
Cash flows estimates – are based on management judgements of the expected cash inflows and outflows based on the budgeted
volumes and adjusted for growth rate expected over the life of the assets. Management applied a growth rate for cash flows
estimates past year 1. A factor of 1.8% per annum was applied from years 2-6 and 2.5% for year 7 onwards for value added facility
revenue stream cash inflows. $5 per tonne is added to cash inflows derived from existing contracts for years 1-6 and $10 per tonne is
added for year 7 onwards for other revenue stream.
Inflation rate estimate – is based on the mid point of the Reserve Bank’s inflation target range. Management then applies this rate
to the expected cash flow. A rate of 2.5% (2010: 2.5%) was used.
Land escalation rate estimate – is based on industry research and cross checked with a professional valuer. Management then
applies this rate to the expected cash flows. A rate of 5.1% (2010: 5.1%) was used.
(d) Sensitivity to changes in assumptions
With regard to the assessment of value in use, management believes that no reasonably possible change in any of the above key
assumptions would cause the carrying value of the unit to materially exceed its recoverable amount.
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30 September
2011

30 September
2010

$’000

$’000

Software costs
Cost (gross carrying amount)
Accumulated amortisation and impairment
Net carrying amount

41,561
(37,485)
4,076

44,879
(36,794)
8,085

Patents
Cost (gross carrying amount)
Accumulated amortisation and impairment
Net carrying amount

93
(29)
64

68
(24)
44

575
4,715

–
8,129

Note 12. Intangible assets

Goodwill on controlled entity
Total

Period ended 30 September 2010
Balance at the beginning of the year
Additions
Transfer from property, plant and equipment
Amortisation (Note 4(e), 2(p))
Closing value at 30 September 2010
Year ended 30 September 2011
Balance at the beginning of the year
Additions
Disposals
Amortisation (Note 4(e), 2(p))
Closing value at 30 September 2011

Goodwill

Patent Costs

Software Costs

Total

$’000

$’000

$’000

$’000

–
–
–
–
–

11
36
–
(3)
44

10,619
1,988
1,882
(6,404)
8,085

10,630
2,024
1,882
(6,407)
8,129

–
575
–
–
575

44
25
–
(5)
64

8,085
46
(3,293)
(762)
4,076

8,129
646
(3,293)
(767)
4,715

Intangible assets consist of software costs and patents. The current amortisation charges for intangible assets are included under
depreciation and amortisation expense in the statement of comprehensive income.
30 September
2011

30 September
2010

$’000

$’000

23,008
43,404
–
61
66,473

35,977
42,275
6,390
422
85,064

Note 13. Trade and other payables
CURRENT
Trade payables (ii)
Sundry payables and accrued expenses (iii)
Debentures (iv)
Financial guarantees (v) (Note 22)

106

FINANCIAL REPORT

Notes to the Consolidated
Financial Statements
For the year ended 30 September 2011

Note 13. Trade and other payables (continued)
(i) Fair value
Due to the short term nature of the current payables their carrying value is assumed to approximate fair value. The carrying
amount of the debentures approximates their fair value.

(ii)	Trade payables
Trade payables are non-interest bearing and are usually paid within 30-day terms.

(iii) Sundry payables and accrued expenses
Sundry payables and accrued expenses represent other payables and payables to growers.

(iv)	Debentures
As described in Note 2(s), tolls were deducted from the proceeds of every tonne of grain delivered by shareholders which ceased
on 31 October 2000. The current liability has been repaid in October 2010.

(v) Financial guarantees
As described in Note 2(z) and Note 22, the Group has provided financial guarantees to its associates and subsidiaries, which
commit the Group to make payments on behalf of these entities upon their failure to perform under the terms of the relevant
contract. The significant accounting estimates and assumptions used in determining the fair value of these guarantees on initial
recognition has been disclosed in Note 3.
The amortisation of financial guarantees is included in other income, Note 4(b).

(vi) Interest rate, foreign exchange and liquidity risk
Information regarding the effective interest rate and credit risk of current payables is set out in Note 19.
30 September
2011

30 September
2010

$’000

$’000

176,062
–
176,062

72,639
3,767
76,406

6,147

100,000

Note 14. Interest bearing loans and borrowings
CURRENT
Unsecured:
Bank loans (i)
Deposits from Pools (ii)

NON CURRENT
Unsecured:
Bank loans (i)

(i) The bank loans are in both Australian Dollars and United States Dollars. For additional details refer to Note 14(c).
(ii) Deposits from Pools, managed by CBH Grain Pty Ltd, have interest charged at the bank bill rate less a commercial margin of 0.05%.

(a) Fair value
Unless otherwise disclosed, the carrying amount of the Group’s borrowings approximates fair value.
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Note 14. Interest bearing loans and borrowings (continued)
(b) Interest rate, foreign exchange and liquidity risk
Details regarding interest rate, foreign exchange and liquidity risk is disclosed in Note 19.

(c)	Terms and conditions
The Group has bank overdraft facilities which may be drawn at any time and may be terminated by the bank without notice.
The bank loans are subject to annual review.
Current interest bearing loans and borrowings
$10,296,000 (US$10,050,000) bank loan
This United States Dollar denominated floating rate loan was entered into on 31 December 2004 as part of the Group’s investment
into Asia. The loan is unsecured, and was renegotiated to 29 October 2011. The effective rate for the year was 1.78% (2010:
2.43%). $10,050,000 (US$10,050,000) had been drawn down at 30 September 2011. On 27 October 2011 the loan was repaid.
$61,466,000 (US$60,000,000) credit facility
This United States Dollar denominated loan is subject to annual review and used for general purposes by CBH Grain Pty Ltd
with a total facility as at 30 September 2011 of US$ 60,000,000 (2010: US$ 60,000,000). The entire loan had been drawn down
at reporting date. The average rate for the year was 1.88% (2010: 2.39%) payable in United States Dollars. The facility was repaid
on 22 November 2011.
Australian Dollar credit facility
The Australian Dollar facility is a combination of syndicated term loan and inventory financing facilities with facility limits of
$330,000,000. As at 30 September 2011, $70,000,000 of the $250,000,000 syndicated term loan and $34,300,000 of the
inventory finance facilities was drawn down. The syndicated term loan facility matures 29 October 2011, the inventory finance
facilities mature on 11th and 22nd November 2011. During the year, the syndicated loan amount of $500,000,000 was gradually
reduced to $250,000,000. The facility has been extended to 2 November 2012.
CBH Grain Pty Ltd is to use these facilities to fund the 2010/2011 Pools by way of payments to growers and grain trading. Under the
facility, the lenders hold fixed and floating securities over the Company’s (and its subsidiaries’) assets and the Company has agreed
not to cause or permit to exist any additional encumbrances on its property. The interest rate is calculated with reference to the
Australian Dollar bank bill rate, plus a margin at normal commercial terms. The effective rate for the year was 7.22% (2010: 6.64%)
$6,147,000 (USD $6,000,000) loan
This United States Dollar denominated loan from Eastern Pearl Flour Mills and is used for general working capital purposes as
part of the Group’s investment in Asia. The loan is unsecured and has an open ended maturity. The loan was entered into on the
29 September 2011 and hence there was no interest payable on the loan for the year.
Negative Pledge – CBH Grain Pty Ltd
The bank loans of CBH Grain Pty Ltd are supported by a negative pledge that imposes certain covenants on the Company.
The negative pledge at 30 September 2011 states that (subject to certain exceptions) CBH Grain Pty Ltd will not provide any
other security over its assets, and will ensure that the following financial ratios and conditions are met throughout the term of
the loan facilities:
(a) The financial indebtedness of CBH Grain Pty Ltd should not exceed the aggregate of:
a. 100% of cash on hand;
b. 90% of grain sold that is either on hand or in the course of delivery;
c. 100% of the mark to market value of grain net open derivative position;
d. 80% of the market value of grain that is not sold; and
e. 80% of total value of debtors on terms of 90 days or less;
(b) The realised and unrealised grain trading positions should not exceed minus $30,000,000; and
(c) The ratio of financial indebtedness plus inventory finance exposure to consolidated equity must be less than or equal to 6.5 times.

(d)	Defaults and breaches
During the current and prior year, there were no defaults or breaches on any of the loans.
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Long-term
employee benefits

Workers
compensation

Total

$’000

$’000

$’000

At 1 October 2010
Additional provisions
At 30 September 2011

19,246
2,233
21,479

340
1,566
1,906

19,586
3,799
23,385

Current 2011
Non-current 2011

10,593
10,886
21,479

–
1,906
1,906

10,593
12,792
23,385

Current 2010
Non-current 2010

15,764
3,482
19,246

–
340
340

15,764
3,822
19,586

30 September
2011

30 September
2010

$’000

$’000

35,282
253
35,535

31,360
35,535
66,895

Note 15. Provisions

Note 16. Other liabilities
CURRENT
Deferred revenue
Auction premium payable

Auction premium payable relates to bid premium fees paid to the Company by grain marketers for shipping capacity and it will be
returned to marketers on an actual per tonne shipped basis at the end of each season, which is expected to be February 2012.
30 September
2011

30 September
2010

$’000

$’000

7
–
–
7

10
(1)
(2)
7

Note 17. Contributed equity and reserves
(a)	Ordinary shares
Issued and fully paid
Less: Treasury shares
Less: Amount transferred to Retained Earnings (i)

On a show of hands every holder of ordinary shares present at a meeting in person or by proxy, is entitled to one vote, and upon a
poll each share is entitled to one vote.
In relation to the distribution of surplus profits, except for the payment of $2.00 on the redemption of a share, the Bulk Handling Act
(1967) and the Company’s Rules prohibit the distribution of any surplus or profits to the stakeholders.
In the event of winding up, the Bulk Handling Act (1967) provides that any surplus shall be distributed in a manner directed by the
Treasurer of the State of Western Australia.
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Note 17. Contributed equity and reserves (continued)
Treasury shares represent shares purchased back from shareholders by the Company.
(i) On 27 April 2010, the Supreme Court of Western Australia granted permission to the parent entity to reduce its paid up share
capital to $7,404.

Movement in ordinary shares
At 1 October 2010
Shares issued (i)
Share cancelled (ii)
At 30 September 2011

Paid Shares

Unpaid Shares

Total

Issue Price

Share Capital

Number

Number

Number

$

$’000

3,702
–
(210)
3,492

1,389
129
(307)
1,211

5,091
129
(517)
4,703

$2.00

7
–
–
7

(i) Shares issued
During the year 129 ordinary shares (2010: 160) were issued and remained unpaid as at 30 September 2011. The parent entity
retains the right to call on all outstanding ordinary shares at anytime in the future. The total number of unpaid ordinary shares
is 1,211 (2010: 1,389).
(ii) Shares cancelled
Following registration under the Co-operatives Act (WA) 2009 on 16 May 2011 all shares held by the parent entity (210 paid and
304 unpaid) were cancelled. An additional 3 member shares were cancelled during the year through failure to meet the Active
Membership requirements under the Rule 4 of the Company’s Rules.

(b) Capital management
The Group’s objectives when managing capital are to safeguard the business as a going concern, to maximise benefits for
shareholders and to maintain an optimal capital structure in order to reduce the cost of capital. Due to the structure of the
business dividends are not paid to shareholders with sources of capital being through debt finance and retained earnings.
Capital management involves the use of forecasting models which facilitates analysis of the Group’s financial position including
cash flow forecasts to determine future capital and operating requirements.
CBH Grain Pty Ltd holds an Australian Financial Services License and has operated within the requirements as prescribed in
the license. This includes demonstrating through the preparation of cash flow forecast projections, that the Company will have
access to sufficient financial resources to meet its liabilities over at least the next three months.
There were no changes in the Group’s approach to capital management during the financial year.
30 September
2011

30 September
2010

$’000

$’000

202,146
(1,089)
(21,402)
5,862
185,517

165,334
(2,247)
28,132
10,927
202,146

52,587
868,489
(21,217)
1,032
900,891

52,587
874,351
(20,129)
–
906,809

(c)	Retained earnings
Movements in retained earnings were as follows:
Opening balance
Actuarial loss on defined benefit plan
Net profit/(loss) for the year
Aggregate of amounts transferred (to)/from reserves
Balance at year end

(d)	Reserves
Capital levy reserve
General reserve
Foreign currency translation reserve
Cash flow hedge reserve
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30 September
2011

30 September
2010

$’000

$’000

52,587
52,587

52,587
52,587

874,351
(5,862)
868,489

885,278
(10,929)
874,351

(20,129)
(1,088)
(21,217)

(14,034)
(6,095)
(20,129)

1,032
1,032

–
–

Note 17. Contributed equity and reserves (continued)
Movement in reserves
Capital levy reserve
Balance at beginning of year
Balance at end of year
General reserve
Balance at beginning of year
Transfer (to)/from retained earnings
Balance at end of year
Foreign currency translation reserve
Balance at beginning of year
Currency translation differences arising during the year
Balance at end of year
Cash flow hedge reserve
Currency hedge differences arising during the year
Balance at end of year

Under the Bulk Handling Act (1967) the Company is permitted to build up reserves and does not make distributions of these reserves
to shareholders.
Nature and purpose of reserves
Capital Levy Reserve
The Capital Levy Reserve was created upon the Company being converted to a tax exempt entity as a result of changes to the
Bulk Handling Act in 1971. This exemption removed from the Company the right to pay rebates to shareholders with the funds that
would have been paid being transferred to this reserve.
General Reserve
The General Reserve represents the transfer of the Co-operative Bulk Handling Limited retained profits.
Foreign Currency Translation Reserve
The Foreign Currency Translation Reserve is used to record exchange differences arising from the translation of the financial
statements of foreign subsidiaries.
Cash Flow Hedge Reserve
This reserve records the portion of the gain or loss on a cash flow hedging instrument that is determined to be an effective hedge.
30 September
2011

30 September
2010

$’000

$’000

125,479
8,932
11,883
–
146,294

200,882
54,982
27,717
12,145
295,726

Note 18. Cash and cash equivalents
Cash at bank and on hand
Short-term deposits
Cash – futures account at call
Cash – futures account deposit
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Note 18. Cash and cash equivalents (continued)
Cash at bank earns interest at floating rates based on daily bank deposit rates.
Short-term deposits are made for varying periods of between one day and 30 days and earned interest at the short-term deposit rate
of 4.76% (2010: 4.45%).
Cash – futures at call and on deposit are held in United States Dollars, Canadian Dollars, Euro and Australian Dollars at an interest
rate of nil for foreign currency accounts and 4.68% on Australian Dollar account. (2010: nil% on balances due in foreign currencies
and 3.6% on Australian dollar accounts).
Reconciliation of cash
For the purpose of the statement of cash flows, cash and cash equivalents comprise of the following as at year end:

Cash and cash equivalents

30 September
2011

30 September
2010

$’000

$’000

146,294

295,726

Reconciliation of net profit/(loss) from ordinary activities after income tax to net cash flows
from operating activities
Net profit/(loss) from ordinary activities after income tax
Adjustments for:
Depreciation and amortisation
Net (profit)/loss on disposal of property, plant and equipment
Impairment and write off of non-current assets
Bank guarantee
Loss on disposal of investments
Share of associates’ net (profits) and losses
Unrealised foreign exchange (gain)/loss

(21,233)

28,132

59,345
(2,567)
439
(363)
–
(14,260)
130

62,098
280
38,918
(347)
198
(15,113)
1,027

Changes in assets and liabilities
(Increase)/decrease in inventories
(Increase)/decrease in trade and other receivables
(Increase)/decrease in derivative assets
(Increase)/decrease in prepayments
(Increase)/decrease in pension assets
(Increase)/decrease in deferred tax assets
(Increase)/decrease in other assets
(Decrease)/increase in derivative liabilities
(Decrease)/increase in deferred tax liabilities
(Decrease)/increase in current tax liability
(Decrease)/increase in trade and other payables
(Decrease)/increase in provision
(Decrease)/increase in other liabilities
Net cash from/(used in) operating activities

(70,975)
(77,982)
122,016
5,614
3,701
40,367
546
(38,927)
–
(10,731)
(12,589)
3,799
(31,357)
(45,027)

(110,360)
94,771
(26,061)
(427)
2,927
(3,348)
–
(11,298)
(3,412)
(24,450)
27,362
(810)
11,474
71,561

Disclosure of financing facilities
Refer to Note 14.
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Note 19. Financial risk management objectives and policies
The Group’s policies with regard to financial risk management are clearly defined and consistently applied. The Group’s activities
expose it to a variety of financial risks: market risk (including currency risk, commodity risk and interest rate risk) credit risk and
liquidity risk. The Group’s overall risk management program focuses on minimising the potential adverse effects of financial markets
on the financial performance of the Group.
The Group uses derivative financial instruments including (but not limited to) forward foreign exchange contracts and options,
interest rate swaps, forward rate agreements and commodity futures and options to manage certain risk exposures. The Group uses
different methods to measure different types of risk to which it is exposed. These include monitoring levels of exposure to interest
rate, commodity and foreign exchange risk and assessments of market impacts for interest rate, foreign exchange and commodity
prices using value-at-risk (VaR) techniques. Ageing analyses and monitoring of specific credit allowances are undertaken to manage
credit risk, liquidity risk is monitored through development of future rolling cash flow forecasts.
Day to day risk management is carried out by a central treasury department, commodity trading department and credit management
department under policies approved by the Board of Directors. The treasury function manages liquidity of the CBH Group whilst
the trading department manages commodity and basis risks as well as associated foreign currency risks. The credit department
manages credit limits for all counterparties with the Group. The CBH Board considers and approves the market risk policy framework
within which the Group is permitted to operate on recommendation by the Audit and Risk Management Committee (ARMC).
Primary responsibility for identification and control of the financial risks rests with the Financial and Commodity Risk Management
Committee under the authority of the Board via the ARMC and Executive Risk Committee. The Board is responsible for annual review
and approval of the Market Risk Policy along with approval of the guidelines within which the Treasury and Trading functions operate.
The Board also approves the establishment, adjustment and deletion of counterparties and limits, country and currency limits and
the scope of financial instruments and facilities to be used in managing the CBH Group’s financial risks. The market risk policy
establishes limits and guidelines relating to the market and financial risks of the Group and is overseen by a number of dedicated
committees on behalf of the Board as outlined below:

Market Risk Policy approval

Board subcommittee
(at least quarterly)

Monitoring & Oversight
(fortnightly)
Exposure monitoring & authorities
(daily)

Board

Audit & Risk Management Committee (ARMC)

Executive Risk Committee (ERC)

MARKET RISK POLICY
(dictates permitted instruments,
risk limits and processes)

Financial & Commodity Risk Management
Committee (FCRMC)

a)	Market risk
Market risk is the risk or uncertainty arising from possible market price movements and their impacts on the future performance
of the business. The market price movements that the Group is exposed to include interest rates, foreign currency exchange
rates and commodity price risk that could adversely affect the value of the Group’s financial assets, liabilities or expected
future cash flows. The Group has developed policies aimed at managing the volatility inherent in certain of its natural business
exposures and in accordance with these policies the Group enters into various transactions using derivative financial and
commodity instruments (derivatives). Derivatives are contracts whose value is derived from one or more underlying financial or
commodity instruments, indices or prices that are defined in the contract.
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Note 19. Financial risk management objectives and policies (continued)
a)	Market risk (continued)
The Group measures market risks from its market exposures using value-at-risk (VaR) techniques. VaR is calculated by applying
recent volatility (last 5 years) against multiple simulations using monte carlo simulations across distributed and correlated price
paths over a predetermined hold period and applying this to the market exposure. From the resultant outcomes the 99th percentile
adverse case is drawn. 99th percentile VaR therefore creates what the risk outcome could be 99% of the time under normal market
conditions. The limitations of VaR are that it does not calculate risk in circumstances of extreme volatility, instead it calculates
probable risk in high volatility situations under normal market conditions. VaR does not predict the maximum risk position.
i)

Commodity Price Risk
Commodity price risk refers to the Group’s exposure to fluctuations in the prices of grain commodities. The Group operates
in a variety of grain markets and is exposed to commodity price fluctuations from its commodity exposures. Commodity price
exposures are created by a differential timing in the buying and selling of grain. The hold period that VaR is calculated over for
commodity price risk varies dependent upon the grain type between 5 and 10 days.
The diversification benefit represents the reduction in risks from the correlated movements between physical and derivative positions
and the correlated movements of the various grain positions when considered together. Exposures and 99% VaR are as follows:

Net derivative exposure
Net physical exposure
Undiversified 99% VaR
Diversification benefit 99%
Diversified VaR

2011

2010

A$’000

A$’000

(135,570)
149,120
(16,920)
2,590
(14,330)

(211,610)
332,970
(29,570)
8,890
(20,980)

Traded Grains are grain books run by the CBH Group for the purpose of generating profits using its own funds. The primary
objective of Traded Grains is to achieve a profit therefore risk management activities are undertaken for a variety of reasons from
eliminating to initiating market risk. However, Traded Grain positions are required to be maintained within specified limits. The
Executive Risk Committee may modify the limits for individual grains on the recommendation of the Financial and Commodity
Risk Management Committee however the aggregate limit for all grains can only be modified by the Board.
ii) Foreign Currency Risk
Foreign currency refers to the Group’s exposure to fluctuations in foreign exchange rates. The Group operates internationally
and is exposed to foreign exchange fluctuations from its foreign currency exposures. Foreign currency exposures are created by
the buying and selling of grain in different currencies. The Group manages its exposure to foreign currency risk through utilising
forward exchange contracts and options.
During the year, the group changed the way it measures the interest rate risk. As the transactions have an impact on both
commodity risk and foreign currency risk, the group believes it is more appropriate to measure the risk of both together since
they are part of one transaction. The net foreign exchange exposure which includes the cash balances and loans and borrowings
is used in the calculation of the combined commodity price risk and foreign currency risk. As a result, the VaR of commodity price
risk above includes foreign currency risk.
To enable appropriate comparison with prior year, the group has restated the prior year commodity price risk measure to include
the foreign currency risk.
It is Group policy not to enter into forward contracts until a firm commitment is in place.
As a result of investment in operations in Asia, the Group’s statement of financial position can be affected by movements in the
US$/A$ exchange rates. The Group does not hedge against this exposure.
At year end, the Group had the following financial instruments denominated in another currency:
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Note 19. Financial risk management objectives and policies (continued)
ii) Foreign Currency Risk (continued)

2011
Financial assets
Cash and cash equivalents
Trade receivables
Derivative financial assets

Financial liabilities
Interest bearing loans and borrowings
Trade and other payables
Derivative financial liabilities
Net Exposure
2010
Financial assets
Cash and cash equivalents
Trade receivables
Derivative financial assets

Financial liabilities
Interest bearing loans and borrowings
Trade and other payables
Derivative financial liabilities
Net Exposure

USD in AUD
equivalent

CAD in AUD
equivalent

Euro in AUD
equivalent

SGD in AUD
equivalent

JPY in AUD
equivalent

CNY in AUD
equivalent

$’000

$’000

$’000

$’000

$’000

$’000

56,813
–
64,420
121,233

1,697
–
3,094
4,791

8,778
–
1,598
10,376

22
–
–
22

13
–
342
355

7
–
–
7

77,921
28
40,999
118,948
2,285

–
–
4,024
4,024
767

–
–
2,921
2,921
7,455

–
–
–
–
22

–
–
–
–
355

–
–
–
–
7

40,098
24,886
10,105
75,089

7,057
–
541
7,598

1,255
–
6,632
7,887

17
–
–
17

399
–
–
399

–
–
–
–

72,179
135
14,006
86,320
(11,231)

–
–
7,410
7,410
188

–
12
–
12
7,875

–
–
–
–
17

–
–
–
–
399

–
–
–
–
–
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Note 19. Financial risk management objectives and policies (continued)
iii) Interest Rate Risk
Interest rate risk refers to the risk that the value of a financial instrument or cash flows associated with the instruments will
fluctuate due to changes in market interest rates. The Group funds its ongoing seasonal grain accumulation and trading
operations and is exposed to interest rate fluctuations predominantly from liabilities bearing variable interest rates. The hold
period that VaR is calculated over for interest rate risk is 1 day. Exposures and 99% VaR are as follows:

Net Market Exposure
99% VaR

30 September
2011

30 September
2010

A$’000

A$’000

(221,890)
(40)

(188,240)
(40)

146,294
168,382
20
314,696

295,726
70,673
–
366,399

183,168
–
183,168
131,528

172,639
3,767
176,406
189,993

At reporting date, the Group had the following mix of financial assets and liabilities exposed to
variable interest rate risk:
Financial assets
Cash and cash equivalents
Trade and other receivables
Loans to Grain Pool Pools

Financial liabilities
Interest bearing liabilities and borrowings
Deposits from Pools
Net Exposure

The Group’s policy is to manage the exposure to adverse movements in interest rates through either variation of the physical
terms or structure of the various portfolios or through the use of derivative financial instruments. At 30 September, after taking
into account the effect of interest rate derivatives contracts, none (2010: none) of the Group’s borrowings are at a fixed rate of
interest. Interest rate derivatives contracts are outlined in Note 20 (b).

b) Credit Risk
Credit risk arises from the financial assets of the Group which comprises cash and cash equivalents, trade and other receivables,
derivative instruments and other financial assets. The Group’s exposure to credit risk arises from the potential default of the
counter party, with maximum exposure equal to the carrying amount of these instruments. Exposure at reporting date is
addressed at each applicable note.
The Group does not hold any credit derivatives to offset its credit exposures.
It is the Group’s policy that all customers who wish to trade on credit terms are subject to credit verification procedures including
an assessment of their independent credit rating, financial position, past experience and industry reputation. The degree of
credit exposure is measured by an Assessed Counterparty Exposure (ACE). The CBH Group also sets country risk limits due
to the possibility of a counter party being affected by a country’s decree such that specific financial obligations cannot be
met in addition to credit limits for individual counterparties. Risk limits are set for each individual customer in accordance with
parameters set by the Board. The risk limits are regularly reviewed.
In addition, receivable balances are monitored on an ongoing basis with the result that the Group’s exposure to bad debts is not
significant. The Group will, where it is deemed appropriate, require collateral to be provided by third parties. At 30 September, the
Group did not hold any collateral (2010: $Nil).
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Note 19. Financial risk management objectives and policies (continued)
The Group has significant concentrations of credit risk with respect to the Group’s derivative portfolio. The following additional
comments apply:
1. Derivatives contracted with the CBH Grain Pools
For all derivatives contracted with the CBH Grain Pools, the CBH Grain Pty Ltd enters into offsetting positions with external
counterparties. However, any default in contract by the CBH Grain Pools cannot be offset with the external counterparty. This
exposes the Group to credit risk, with a maximum exposure equal to the carrying amount of these derivatives. At 30 September,
the total exposure from CBH Grain Pools was $16,880,000 (2010: $55,580,000). After consideration of the total net assets of
the CBH Grain Pools, the Group has considered the credit risk of contracting with the CBH Grain Pools and has no concerns at
30 September 2011.
2. Derivatives other than forward purchase and forward sales contracted with external counterparties in the Group’s own right
For all derivatives other than forward purchases and forward sales contracted with external counterparties, namely banks, the
Group is exposed to credit risk, with a maximum exposure equal to the carrying amount of these instruments. It is Group Policy
to only trade with counterparties with a long-term rating of A – or above by Standard and Poor’s or equivalent rating agencies.
The Group has assessed credit risk of all counterparties and has no concerns at 30 September 2011.
A summary of exposures by credit rating is detailed in the table below:

Credit rating A
Credit rating AA – and above

30 September
2011

30 September
2011

30 September
2010

30 September
2010

Fair Value

Notional

Fair Value

Notional

$’000

$’000

$’000

$’000

5,645
55,951
61,596

95,487
1,426,395
1,521,882

77
58,438
58,515

100,000
2,050,000
2,150,000

3. Forward purchase and sale contracts
Forward purchase and sale contracts are undertaken with unrated external counterparties, including growers, grain traders
and end-customers. At 30 September, the net exposure is $116,077,000 (2010:$ 260,700,000). The total face value of open
purchase contracts is $314,094,000 (2010: $437,410,000) and the total face value of open sales contracts is $198,017,000
(2010:$ 176,710,000). After consideration of individual counterparty financial positions and current market values, the Group has
considered the credit risk of all external counterparties and has no concerns at 30 September 2011. As such no collateral was
held on these contracts.
4. Cash and cash equivalents
All cash within the Group are held in banks with credit ratings of A and above.

c) Liquidity Risk
Prudent liquidity management implies maintaining sufficient cash, the availability of funding through an adequate amount of
committed credit funds and the ability to close-out market positions. The Group’s objective is to ensure that adequate liquid
assets and funding sources are available at all times to meet both short and long term commitments of the CBH Group. The
Group’s liquidity is managed centrally with subsidiaries forecasting their cash requirements to a central treasury function. Unless
restricted by local regulations or bank covenants, subsidiaries pool their cash surpluses to treasury, which will then arrange to
fund other subsidiaries requirements, or invest any net surplus in the market or arrange for necessary external borrowings. The
Treasury department aims at maintaining flexibility in funding by keeping committed credit lines available and maintaining cash
flow reporting mechanisms to monitor the Group’s estimated liquidity position.
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Note 19. Financial risk management objectives and policies (continued)
c) Liquidity Risk (continued)
The table below reflects the remaining contractual maturities of the Group and parent entities financial liabilities as at year end.
For derivative financial instruments, the market value is presented where they are settled on a net basis, whereas for the other
obligations the respective undiscounted cash flows for the respective upcoming fiscal years are presented. Cash flows for
financial liabilities without fixed amount or timing are based on the conditions existing at year end.

Contr actua l ( undiscounted) cash flows by p eriod

2011
Financial liabilities
Unsecured bank loans
Trade and other payables
Auction premium payable
Deposits from Pools
Derivatives financial liabilities
– (inflow)
– outflow
Net derivative financial liabilities
Financial guarantee
2010
Financial liabilities
Unsecured bank loans
Trade and other payables
Auction premium payable
Debentures
Deposits from Pools
Derivatives financial liabilities
– (inflow)
– outflow
Net derivative financial liabilities
Financial guarantee
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Carrying
Amount

Total
Contractual
(undiscounted)
Cash Flows

6 Months
or less

6 – 12 Months

1-5 Years

Over 5 Years

$’000

$’000

$’000

$’000

$’000

$’000

182,209
66,473
253
–

183,953
66,473
253
–

177,806
66,473
253
–

–
–
–
–

6,147
–
–
–

–
–
–
–

(1,946,828)
2,052,845
106,017
61
355,013

(1,946,828)
2,052,845
106,017
26,122
382,818

(1,673,433)
1,736,896
63,463
26,122
334,117

(270,515)
312,748
42,233
–
42,233

(2,880)
3,201
321
–
6,468

–
–
–
–
–

172,639
85,064
35,535
6,390
3,767

173,749
85,064
35,535
6,390
3,767

173,749
84,979
35,535
6,390
3,767

–
85
–
–
–

–
–
–
–
–

–
–
–
–
–

(3,065,258)
3,210,203
144,945
422
448,762

(3,065,258)
3,210,203
144,945
35,342
484,792

(2,776,739)
2,874,718
97,979
–
402,399

(288,519)
334,379
45,860
–
45,945

–
1,106
1,106
35,342
36,448

–
–
–
–
–
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Note 19. Financial risk management objectives and policies (continued)
Maturity analysis of financial assets and liabilities based on managements expectations
The risk implied from the values shown in the table below, reflects a balanced view of cash inflows and outflows. Trade payables
and other financial liabilities mainly originate from the financing of assets used in our ongoing operations such as property, plant and
equipment and investment in working capital e.g. inventories and trade receivables. To monitor existing financial assets and liabilities
as well as to enable an effective controlling of future risks, the Group has established comprehensive risk reporting that reflects
expectations of management of expected settlement of financial assets and liabilities.

Year ended 30 September 2011
Financial assets
Cash and cash equivalents
Trade and other receivables
Other financial assets
Deposits from Pools
Derivative financial assets

Financial liabilities
Unsecured bank loans
Trade and other payables
Auction premium payable
Derivative financial liabilities
Financial guarantee
Net maturity
Year ended 30 September 2010
Financial assets
Cash and cash equivalents
Trade and other receivables
Other financial assets
Derivative financial assets

Financial liabilities
Unsecured bank loans
Trade and other payables
Auction premium payable
Debentures
Deposits from Pools
Derivative financial liabilities
Financial guarantee
Net maturity

Total

≤6 months

6-12 months

1-5 years

> 5 Years

$’000

$’000

$’000

$’000

$’000

146,294
168,382
1
20
74,137
388,834

146,294
167,214
–
20
73,285
386,813

–
1,168
–
–
852
2.020

–
–
1
–
–
1

–
–
–
–
–
–

183,953
66,473
253
106,017
10,807
367,503
21,331

177,806
66,473
253
104,749
10,807
360,088
26,725

–
–
–
947
–
947
1,073

6,147
–
–
321
–
6,468
(6,467)

–
–
–
–
–
–
–

295,726
107,386
1
196,153
599,266

295,726
39,638
–
146,114
481,478

–
67,074
–
49,149
116,223

–
674
1
890
1,565

–
–
–
–
–

173,749
85,064
35,535
6,390
3,767
144,945
35,342
484,792
114,474

173,749
84,979
35,535
6,390
3,767
97,979
–
402,399
79,079

–
85
–
–
–
45,860
–
45,945
70,278

–
–
–
–
–
1,106
35,342
36,448
(34,883)

–
–
–
–
–
–
–
–
–
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Note 19. Financial risk management objectives and policies (continued)
d) Fair value
The Group uses various methods in estimating the fair value of a financial instrument carried at fair value. The methods comprise:
Level 1 – the fair value is calculated using quoted prices in active markets
Level 2 – the fair value is estimated using inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly (as prices) or indirectly (derived from prices).
Level 3 – the fair value is estimated using inputs for the asset or liability that is not based of observable market data.
The fair value of the financial instruments as well as the methods used to estimate the fair value are summarised in the table below.

Y ea r end 30 September 201 1

Financial assets
Derivative instruments
– Forward exchange contracts
– Forward exchange options
– Commodity futures and options
– Forward sales contracts
– Forward purchase contracts

Financial liabilities
Derivative instruments
– Forward exchange contracts
– Forward exchange options
– Commodity futures and options
– Forward sales contracts
– Forward purchase contracts

Y ea r end 30 September 2010

Level 1

Level 2

Level 3

Total

Level 1

Level 2

Level 3

Total

–
–
15,629
–
–
15,629

25,267
7,599
–
25,641
1
58,508

–
–
–
–
–
–

25,267
7,599
15,629
25,641
1
74,137

–
–
7,277
–
–
7,277

156,304
8,505
–
4,698
19,369
188,876

–
–
–
–
–
–

156,304
8,505
7,277
4,698
19,369
196,153

–
–
3,595
–
–
3,595

47,944
7,598
–
–
46,881
102,423

–
–
–
–
–
–

47,944
7,598
3,595
–
46,881
106,018

–
–
3,328
–
–
3,328

102,800
7,443
–
18,866
12,508
141,617

–
–
–
–
–
–

102,800
7,443
3,328
18,866
12,508
144,945

Quoted market price represents the fair value determined based on quoted prices on active markets as at the reporting date without
any deduction for transaction costs.
For financial instruments not quoted in active markets, the Group uses valuation techniques such as present value techniques,
comparison to similar instruments for which market observable prices exist and other relevant models used by market participants.
These valuation techniques use both observable and unobservable market inputs.
Financial instruments that use valuation techniques with only observable market inputs or unobservable inputs that are not significant
to the overall valuation include interest rate swaps, forward commodity contracts and foreign exchange contracts not traded on a
recognised exchange.
Where the impact of credit risk on the fair value of a derivative is significant, and the inputs on credit risk (e.g. CDS spreads) are
not observable, the derivative would be classified as based on non observable market inputs (level 3). Certain long dated forward
commodity contracts where there are no observable forward prices in the market are classified as level 2 as the unobservable inputs
are not considered significant to the overall value of the contract.
Transfers between categories
There were no transfers between Level 1 and Level 2 during the year.
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30 September
2011

30 September
2010

$’000

$’000

25,267
7,599
15,629
25,641
1
74,137

155,424
8,505
7,277
19,359
4,698
195,263

–
–
–

880
10
890

47,944
7,598
3,595
46,560
–
105,697

102,360
7,443
3,328
12,508
18,866
144,505

321
321

440
440

Note 20. Derivative financial instruments
CURRENT ASSETS
At fair value
Forward foreign exchange contracts
Forward foreign exchange options
Commodity futures and options
Forward purchase contracts
Forward sales contracts
NON-CURRENT ASSETS
At fair value
Forward foreign exchange contracts
Forward purchase contracts

CURRENT LIABILITIES
At fair value
Forward foreign exchange contracts
Forward foreign exchange options
Commodity futures and options
Forward purchase contracts
Forward sales contracts

NON-CURRENT LIABILITIES
At fair value
Forward foreign exchange contracts

a) Instruments used by the Group
An existing portfolio of derivatives, primarily forward foreign exchange contracts and options, commodity futures and options and forward
sales and purchase contracts, is held by CBH Grain Pty Ltd and does not qualify for hedge accounting under AASB 139. Movements
in the fair value of these derivatives are recognised in the Statement of Comprehensive Income for the year. The net fair value at 30
September 2011 is an unrealised gain of $16,880,000 (2010: $51,210,000 gain). The subjective assessment of the value of these financial
instruments at any given point in time will in times of volatile market conditions, show substantial variation over the short term.
In addition, CBH Grain Pty Ltd takes out foreign exchange contracts and options and commodity futures and options on behalf of
the CBH Grain Pools. This is achieved by the CBH Grain Pools contracting with the CBH Grain Pty Ltd for the derivative contract and
CBH Grain Pty Ltd contracting with an external counterparty for the opposing position. In the Group’s Statement of Comprehensive
Income, these positions are generally offsetting, resulting in a zero impact to profit and loss. However, in the Group’s Statement
of Financial Position, the Group recognised a derivative asset/liability for the position with the CBH Grain Pools, and an offsetting
derivative asset/liability with the external counterparty.
The Group also uses financial instruments to hedge exposure to risks associated with the acquisition of significant assets
(refer note 20 c)).
The Group’s net derivative portfolio, with all counterparties both internal and external, is outlined below. Internal counterparties are
the CBH Grain Pools growers. External counterparties include banks, brokers, unrelated growers, end-customers and grain traders.
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2011
$’000

2010
$’000

Average Exchange Rate
2011
2010

Foreign exchange contract
Sell USD : Buy AUD
United States : Australian dollars
Less than 6 months
6 months to 1 year
1 year to 2 years

545,331
9,540
–

777,843
58,177
9,757

1.0146
1.0043
–

0.8821
0.8598
0.8676

Buy USD : Sell AUD
United States : Australian dollars
Less than 6 months
6 months to 1 year

(68,088)
–

(71,093)
(2,203)

1.0329
–

0.8772
0.7991

Sell CAD : Buy AUD
Canadian : Australian dollars
Less than 6 months
6 months to 1 year

49,500
499

82,345
50,664

1.0043
1.0013

0.9079
0.8694

Buy CAD : Sell AUD
Canadian : Australian dollars
Less than 6 months

(1,494)

(20,508)

1.0039

0.8786

Buy CAD : Sell USD
Canadian : United States dollars
Less than 6 months

6,513

50,464

0.9826

0.9593

Sell CAD : Buy USD
Canadian : United States dollars
Less than 6 months
6 months to 1 year

–
–

6,203
7,778

–
–

1.0602
1.0499

–
–

9,590
6,774

–
–

1.2353
1.2100

–

6,320

–

0.7808

Sell EUR : Buy AUD
Euro : Australian dollars
Less than 6 months
6 months to 1 year

56,902
2,062

338
–

0.7260
0.7274

0.7253
–

Sell CAD : Buy EUR
Canadian : Euro
Less than 6 months

14,210

686

1.3639

1.3506

Sell EUR : Buy CAD
Euro : Canadian
Less than 6 months

35,868

–

1.3704

–

Note 20. Derivative financial instruments (continued)

Sell USD : Buy EUR
United States : Euro
Less than 6 months
6 months to 1 year
Sell EUR : Buy USD
Euro : United States
Less than 6 months

122

FINANCIAL REPORT

Notes to the Consolidated
Financial Statements
For the year ended 30 September 2011

2011
$’000

2010
$’000

Average Exchange Rate
2011
2010

Buy EUR : Sell AUD
Euro : Australian dollars
Less than 6 months

(2,593)

–

0.7135

–

Buy AUD : Sell JPY
Australian dollars : Japanese Yen
Less than 6 months

13,918

–

71.8487

–

65,450

–

1.0459

–

–

30,167

–

0.9282

45,250

–

0.9843

–

(21,500)

–

1.0295

–

Note 20. Derivative financial instruments (continued)
a) Instruments used by the Group (continued)

Foreign exchange contract options
Sell USD : Buy AUD
United States : Australian dollars
Buy put options
Less than 6 months
Sell put options
Less than 6 months
Sell call options
Less than 6 months
Sell AUD : Buy USD
Australian : United States dollars
Buy call options
Less than 6 months
Sell call options
Less than 6 months
Sell put options
Less than 6 months
Sell AUD : Buy CAD
Australian : Canadian dollars
Buy put option
Less than 6 months

Commodity future open positions
Not later than one year
Buy futures – AUD
Buy futures – USD
Buy futures – CAD
Buy futures – EUR
Sell futures – AUD
Sell futures – USD
Sell futures – CAD
Sell futures – EUR

(11,089)

0.8332

(44,350)

–

1.0686

–

–

(1,079)

–

0.9265

2011

2010

2011

2010

$’000

$’000

$ per tonne

$ per tonne

3,963
7,936
–
–
3,599
74,500
19,699
40,856

1,560
43,141
42
22,232
1,961
460,022
56,730
–

239
274
–
–
238
247
540
420

223
248
422
498
302
272
461
–
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2011

2010

2011

2010

$’000

$’000

$ per tonne

$ per tonne

–
–

540
12,085

–
–

270
283

–
2,589
–
–
–
–

73,364
9,313
1,709
37,445
2,463
741

–
250
–
–
–
–

214
229
493
247
279
462

–
–
–

7,057
4,188
1,649

–
–
–

380
494
342

314,094
198,017

437,413
176,708

205
130

309
328

Note 20. Derivative financial instruments (continued)
a) Instruments used by the Group (continued)
Commodity future open positions (continued)
Later than one year but not later than two years
Buy futures – AUD
Sell futures – USD
Commodity options open position
Not later than one year
Buy call options – USD
Sell call options – USD
Sell call options – CAD
Buy put options – USD
Sell put options – USD
Sell put options – CAD
Later than one year but not later than two years
Buy call options – USD
Sell call options – USD
Buy put options – USD
Forward purchase and sale contracts
Forward purchase contracts
Forward sale contracts

b) Interest rate derivatives contracts
In order to protect against rising interest rates in the short tem, the Group entered into forward rate agreements under which it
has an option to exercise the interest rate between 4.15% and 5.5%.
At the financial year end, the fair value and periods of expiry of the interest rate options and forward rate agreement are as follows:

Interest rate options
0 – 1 years
1 – 2 years
Forward rate agreement
0 – 1 years

30 September
2011

30 September
2010

$’000

$’000

370
889

123
–

(46)
1,213

134
257

Details of the accounting policies and methods adopted, including the criteria for recognition, the basis for measurement and the
basis on which income and expenses of interest rate swaps are recognised are disclosed in Note 2(ab).
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Note 20. Derivative financial instruments (continued)
c) Cash flow hedges
During the year, CBH Limited entered an agreement with MotivePower Inc. to purchase locomotives for USD 65 million. Payments
of USD 20.75 million have been made to MotivePower to date. In order to limit the exposure to USD / AUD exchange rate
movement, the Group has fully hedged the remaining balance by entering into a series of forward currency contracts to purchase
US dollars. These contracts are timed to mature when payments are scheduled to be made.
The cash flows are expected to occur between 2-10 months from 30 September 2011. At balance date, the details of outstanding
contracts are:

Notiona l a mounts

Buy US$ /sell A$
Buy US$ maturity 2-6 months — Consolidated

Av er age e xcha nge r ate

$AUD
2011
$000

2010
$000

2011

2010

44,250

–

0.9764

–

The forward currency contracts are considered to be highly effective hedges as they are matched against forecast cash
payments and any gain or loss on the contracts attributable to the hedged risk is taken directly to equity. When the assets are
received the amount recognised in equity is adjusted to the asset account in the statement of financial position:
Movement in forward currency contract cash flow hedge reserve

Opening balance
Charged to other comprehensive income
Closing balance

30 September
2011

30 September
2010

$’000

$’000

–
1,032
1,032

–
–
–

Note these amounts have not been tax-effected as the Company is in a tax-exempt entity.

d) Credit risk
Credit risk arises from the potential failure of counterparties to meet their obligations at maturity of contracts. Information
regarding credit risk exposure is set out in Note 19(b).

e) Interest rate risk
Information regarding interest rate risk exposure is set out in Note 19(a) (iii).
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Note 21. Commitments
Operating lease commitments
The Group has entered into commercial leases on certain property and items of equipment. These leases have an average life of
between 1 and 50 years with renewal options included in the contracts.
Future minimum rentals payable under non-cancellable operating leases as at the financial year end are as follows:

Within one year

30 September
2011

30 September
2010

$’000

$’000

8,674

6,198

After one year but not more than five years

22,907

16,725

More than five years

32,593

30,599

64,174

53,522

95,822

14,121

95,822

14,121

Capital commitments
Commitments for the acquisition of property, plant and equipment contracted as at the
reporting date but not recognised as liabilities payable:
Within one year

Note 22. Contingent liabilities
(i) Finance arrangements
Co-operative Bulk Handling Limited (parent entity) has undertaken guarantees relating to loan facilities with certain controlled and
associated entities (note 10).
In addition to the above, Co-operative Bulk Handling Limited (parent entity) has also undertaken a commitment to provide a loan
of $10 million to Willis Australia Limited in connection with establishment, support and operation of CBH Mutual Fund. As at 30
September 2011 $530,000 was drawn down. The commitment has an end date of 31 March 2014. No future outflow of funds is
expected in relation to this commitment.
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Note 23. Contingent assets
SEC Refundable Capital Contributions
To access energy supply to many CBH sites, CBH entered into Contributory Extension Scheme arrangements with the State
Energy Commission of Western Australia. Under the terms of these agreements, CBH was required to pay both non-refundable and
refundable capital contributions for each connection. The refundable portion is returned to CBH when future development occurs
such as additional connections to the power grid. At year end $300,580 (2010: $505,440) remained potentially refundable.
30 September
2011

30 September
2010

$

$

404,700
82,519
487,219

430,950
13,000
443,950

77,642
564,861

59,216
503,166

3,413,428
414,604
437,197
4,265,229

5,124,152
362,556
898,948
6,385,656

Note 24. Auditors’ remuneration
Amounts received or due and receivable by Ernst & Young (Australia) from entities in the
consolidated entity or related entities
– Audit of Financial Statements
– Other Assurance Services
Amounts received or due and receivable by a related overseas office of Ernst & Young,
from entities in the consolidated entity or related entities
– Audit of Financial Statements

Note 25. Compensation of key management personnel
Short term
Post employment
Termination benefits

Key management personnel are those persons having authority and responsibility for planning, directing and controlling the activities
of the entity, directly or indirectly, including any director (whether executive or otherwise) of that entity.
Short term employee benefits includes wages, salaries, paid annual leave, paid sick leave and non-monetary benefits for
current employees.
Post employee benefits include pensions and other retirement benefits paid for current employees.
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Note 26. Employee benefits
(a)	Defined benefit superannuation plan
(i) Superannuation plan
The CBH Superannuation Fund (“the Fund”) is an employer fund established to provide benefits to employees who are members
on retirement, termination of employment, death and disability.
The defined benefit section of the plan provides defined benefit members with pension benefits on retirement, death and
disablement, with an option to commute their benefits to a lump sum. On resignation, defined benefit members receive a lump
sum benefit. The defined benefit section of the plan closed to new members from 1 November 2000 and all defined benefit
members transferred to the accumulation section of the fund other than existing pension recipients. All new members now
receive accumulation only benefits.
The following sets out details in respect of the defined benefit section only:
30 September
2011

30 September
2010

$’000

$’000

973
9,663
10,636

1,648
13,778
15,426

(iii) Categories of plan assets
The major categories of plan assets are as follows:
Australian equity
Fixed income
Property
Cash

47%
18%
19%
16%

51%
16%
17%
15%

(iv) Actual return on fund assets
Actual return on fund assets

(119)

(734)

(ii) Statement of financial position amounts
The amounts recognised in the statement of financial position are determined as follows:
Present value of the defined benefit
Fair value of defined benefit plan assets
Net asset in the statement of financial position
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30 September
2011

30 September
2010

$’000

$’000

(1,648)
4,484
31
–
156
(125)
(3,871)
–
–
–
(973)

(1,931)
3,980
55
–
405
(472)
(3,685)
–
–
–
(1,648)

13,778
814
(933)
–
(125)
(3,871)
–
9,663

18,669
1,108
(1,842)
–
(472)
(3,685)
–
13,778

4,484
31
(814)
–
–
3,701

3,980
55
(1,108)
–
–
2,927

Actuarial gains/(losses)
Adjustment for limit on net asset
Surplus distribution to accumulation members
Gain/(loss) recognised in the statement of income and expense

(1,089)
–
–
(1,089)

(2,247)
–
–
(2,247)

Cumulative amount of actuarial gain/(loss)

(6,211)

(5,122)

Note 26. Employee benefits (continued)
(a)	Defined benefit superannuation plan (continued)
(v) Reconciliations
Reconciliation of the present value of the defined benefit obligation, which is fully funded:
Balance at beginning of year
Current service cost
Interest cost
Plan participants contributions
Actuarial gains/(losses)
Benefits, administrative expenses, premiums and tax paid
Contributions to accumulation section
Past service cost
Curtailments
Settlements
Defined benefit at end of year
Reconciliation of the fair value of plan assets/(liabilities)
Balance at beginning of year
Actuarial gains/(losses)
Expected return on fund assets
Contributions by fund participants
Benefits, administrative expenses, premiums and tax paid
Contributions to accumulation section
Settlements
Fair value of plan assets at end of year
(vi) Amounts recognised in statement of comprehensive income
The amounts recognised in the statement of comprehensive income are as follows:
Service cost
Interest cost
Expected return on assets
Past service costs
Effect of curtailments/settlements
Superannuation (income)/expense
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Fina ncia l y ea r ending
30 September
2011

30 September
2010

% pa

% pa

Note 26. Employee benefits (continued)
(vii) Principal actuarial assumptions
The principal actuarial assumptions used as at the reporting date were as follows:
Discount rate – pensioners
Expected rate of return on plan assets – pensioners
Expected salary increase rate
Expected pension increase rate

5.00
7.00
4.00
2.50

4.30
7.00
4.00
2.50

The fair value of the defined benefit plan assets does not include any of the Company’s own financial instruments or any property
occupied by or other assets used by the Company. The expected return on assets assumption is determined by weighing the
expected long-term return for each class by the target allocation of assets to each class and allowing for the correlations of the
investment returns between asset classes. The returns used for each class are net of investment tax and investment fees. This
resulted in the selection of a 7% rate of return on assets (discount rate).

Fina ncia l y ea r

(viii) Historical information – experience adjustments on plan
Present value of defined benefit
Fair value of fund assets
(Surplus)/deficit in fund
Experience adjustments (gain)/loss – plan assets
Experience adjustments (gain)/loss – plan liabilities

2011

2010

2009

2008

2007

$’000

$’000

$’000

$’000

$’000

(973)
9,663
(10,636)
933
128

(1,648)
13,778
(15,426)
1,842
380

(1,931)
18,669
(20,600)
(1,684)
(429)

(1,524)
19,629
(21,153)
8,238
2,071

(2,255)
31,197
(33,452)
5,861
1,478

(ix) Employer contributions
Employer contributions to the defined benefit section of the plan are based on recommendations by the plan’s actuary. The
last actuarial assessment was made on 4 May 2011 in relation to the financial position as at 30 October 2010 and no employer
contribution is expected to be paid to the plan within the next financial year.
At 30 September 2011 there were no active Defined Benefit Members and three pensioners.
The objective of funding is to ensure that the benefit entitlements of members and other beneficiaries are fully funded by the time
they become payable. To achieve this objective, the actuary has adopted a method of funding benefits known as the “projected
unit credit valuation method”. The method adopted determines that the contributions payable by the Company in the future will be
sufficient to meet the benefits in respect of the current membership if the actuarial assumptions are fulfilled in practice.
Using the funding method described above and particular actuarial assumptions as to the plan’s future, the actuary
recommended to the trustee that the company suspend employer contributions on 1 July 2001. The Company is also on a
contribution holiday for salary sacrifice contributions which commenced during the 2004/05 year. The contribution suspension
resulted in savings of $4,194,802 (2010 – $4,346,558) in legislatively mandated or contractually obliged contributions during the
year ended 30 September 2011 and it is expected to continue until the actuary determines that surpluses have been absorbed.
The Trust Deed of the Plan states that if the Plan winds up, the remaining assets are to be distributed by the Trustee of the Plan
in such a manner as will in the opinion of the Trustee after having considered the advice of the Actuary be fair and equitable
according to the respective rights of the present and former Members and Beneficiaries.
The Company may at any time terminate its contribution by giving three months notice in writing to the Trustee. The Company has
a liability to pay the contributions due prior to the effective date of the notice, but there is no requirement for the Company to pay
any further contributions, irrespective of the financial condition of the Fund.
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30 September
2011

30 September
2010

$’000

$’000

103,385
3,701
5,085
9,454
121,625

98,686
2,927
4,553
5,572
111,738

Note 26. Employee benefits (continued)
(b)	Employee benefits expense
Employee benefits
Defined benefit superannuation expense
Defined contribution accumulation expense
Other employee benefits expense

Note 27. Investment in controlled entities
The following were controlled entities as at 30 September 2011 and have been included in the consolidated accounts. All controlled
entities have a reporting date of 30 September unless otherwise stated.

Na me of control led entity

CBH Grain Pty Ltd
Bulkwest Pty Ltd
CBH Global Limited
Grainswest Pty Ltd (i)
Grain Direct Pty Ltd (i)
CBH (WA) Pty Ltd (i)
CBH Pty Ltd (i)
CBH Grain Pty Ltd controlled entities are as follows:
AgraCorp Pty Ltd
CBH Grain Asia Ltd
CBH Grain Japan Co. Ltd
Bulkwest Pty Ltd controlled entities are as follows:
CBH Engineering Pty Ltd
C.B.H. Investment Pty Ltd (i)
Bulkeast Pty Ltd (i)
DailyGrain Pty Ltd (iii)
CBH Global Limited controlled entities are as follows:
Co-operative Bulk Handling (Netherlands) BV
CBH Indonesia Limited (ii)
Westgrains Insurance Pte Ltd

Country of
Incorp or ation

Cl ass of
Sha res

Equity Hol ding
2011

2010

%

%

Australia
Australia
Cyprus
Australia
Australia
Australia
Australia

Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary
Ordinary

100
100
100
100
100
100
100

100
100
100
100
100
100
100

Australia
Hong Kong
Japan

Ordinary
Ordinary
Ordinary

100
100
100

100
100
100

Australia
Australia
Australia
Australia

Ordinary
Ordinary
Ordinary
Ordinary

100
100
100
50

100
100
100
50

Netherlands
Malaysia

Ordinary
Ordinary

100
100

100
100

Singapore

Ordinary

100

100

(i) These entities have remained inactive during the current and prior year.
(ii) The reporting date of CBH Indonesia Limited is 31 December.
(iii) During 2010, the investment in DailyGrain Pty Ltd was converted to a controlled subsidiary (refer Note 7).
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Note 28. Investment in associates
Investments in associates are accounted for in the consolidated financial statements using the equity method of accounting.
Information relating to the associates is set out below:

Na me of Compa n y

Australian Bulk Stevedoring Pty Ltd
Australasian Lupin Processing
Pty Ltd
United Bulk Carriers Pty Ltd
Pacific Agrifoods Limited
PT Eastern Pearl Flour Mills
Wheat Australia Pty Ltd

P rincipa l
Activ it y

Stevedoring
Lupins dehulling
and processing
Chartering
Investment
Flour milling
Wheat exporting

Owner ship
Interest

Rep orting
Date

Ca rry ing A mount

2011

2010

2011

2010

%

%

$’000

$’000

50

50

212

230

30 September

50
50
50
50
33

50
50
50
50
33

–
–
37,213
58,500
74
95,999

–
161
32,863
50,886
74
84,214

30 September
30 September
31 December
31 December
30 September

Each of the associated entities is incorporated in Australia, except for Pacific Agrifoods Limited and PT Eastern Pearl Flour Mills which
reside in the British Virgin Islands and Indonesia respectively.
The following table illustrates summarised financial information relating to the Group’s investment in associates:

Equity accounted investments
Investment by way of long term loans
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$’000

75,056
20,943
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62,262
21,952
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30 September
2011

30 September
2010

$’000

$’000

Movements in carrying amounts of investments in associates
Carrying amount at the beginning of the financial year
Increase in investment by way of loan
Repayment of loan and distributions
Guarantees
Share of associates profits/(losses) after income tax
Foreign exchange movements
Reclassification to investment in controlled entity
Impairment of investment
Disposal of associate

84,214
274
(1,084)
–
14,260
(1,226)
–
(439)
–

73,065
6,175
(1,106)
723
15,113
(7,899)
(566)
–
(1,291)

Carrying amount at the end of the financial year

95,999

84,214

18,438
–
(4,178)
14,260

24,583
(2,449)
(7,087)
15,047

–
14,260
(3,226)
11,034

66
15,113
(18,339)
(3,226)

(i) Australasian Lupin Processing Pty Ltd
Loss from ordinary activities after related income tax expense
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Net assets/(liabilities)

–
231
–
(43)
–
188

(1,629)
64
–
(28)
(14)
22

(ii) Wheat Australia Pty Ltd
Profit from ordinary activities after related income tax expense
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Net assets

–
19
–
–
(17)
2

–
19
–
–
(17)
2

Note 28. Investment in associates (continued)

Share of associates’ profits
Profits before income tax and impairments
Impairment on associate’s investment
Income tax benefit/(expense)
Share of net profits/(losses) after income tax
Adjusted for:
Unrealised intercompany profits
Share of associates’ net profits/(losses)
Retained profits/(accumulated losses) attributable to associates at beginning of the year
Retained profits/(accumulated losses) attributable to associates at end of the year
Share of associates’ profit or loss and statement of financial position

a)	Other Investments
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30 September
2011

30 September
2010

$’000

$’000

(iii) United Bulk Carriers Pty Ltd
Profit/(loss) from ordinary activities after related income tax expense
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Net assets

104
205
–
(52)
–
153

48
187
19
(45)
–
161

(iv) Australian Bulk Stevedoring Pty Ltd
Profit/(loss) from ordinary activities after related income tax expense
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Net assets/(liabilities)

57
511
–
(283)
(4)
224

280
440
–
(188)
(10)
242

(i) Pacific Agrifoods Limited
Profit from ordinary activities after related income tax expense before holding costs
Less: Holding costs (Note 30)
Profit from ordinary activities after related income tax
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Net assets

8,494
(1,510)
6,984
85,598
80,226
(117,125)
(16,951)
31,748

5,702
(1,137)
4,565
53,936
77,267
(91,176)
(14,461)
25,566

(ii) PT Eastern Pearl Flour Mills
Profit from ordinary activities after related income tax expense
Current assets
Non-current assets
Current liabilities
Non-current liabilities
Net assets

7,115
49,134
35,828
(28,453)
(3,707)
52,802

14,372
31,342
31,437
(14,285)
(3,256)
45,238

Note 28. Investment in associates (continued)

b) Flour Mill Investments
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Note 29. Related parties transactions
(i) Key Management Personnel – Directors
Certain directors have dealings either in their own name or through director related entities with Co-operative Bulk Handling
Limited and its controlled entities under commercial terms no more favourable than those available to other grain growers
and shareholders.
Total aggregate number of shares held by directors and director related entities is 15 (2010 – 15).
30 September
2011

30 September
2010

$

$

–

14,188

Messrs N J Wandel, W A Newman, T N Badger, V A Dempster, K J Fuchsbichler,
J P Hassell, R G Madden, M E McGinniss and M C Michael received payments or
were due to receive payment for grain deliveries during the financial year.

7,210,036

4,887,151

Total aggregate tolls and debentures held by directors and director related entities
at year end.

–

15,868

20,942,534

21,934,653

Messers N J Wandel, W A Newman, S J Tilbrook, V A Dempster, R G Madden,
T N Badger and K J Fuchsbichler received payments for debenture repayments.

(ii)	Associated entities
Co-operative Bulk Handling Limited has a loan outstanding to Pacific Agrifoods
Limited for investment and working capital purposes that is interest free and has no
repayment date.
Co-operative Bulk Handling (Netherlands) BV has a loan from PT Eastern Pearl Flour Mills
for working capital purposes that is interest bearing. The interest and capital repayment
date is 30 September 2014 and 31st December 2012. The loan is denominated in USD.

(USD 6,000,000)

–

CBH Grain Pty Ltd has a loan to United Bulk Carriers Pty Ltd for working capital purposes.

614

–

6,146,400
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30 September
2011

30 September
2010

$

$

Loan to the CBH Grain Pools from the Company (at year end)

161,742

–

Loan from the CBH Grain Pools to the Company (at year end)

–

3,767,000

Interest paid by the CBH Grain Pools to CBH Grain Pty Ltd

13,806,831

11,821,873

Interest paid by CBH Grain Pty Ltd to the CBH Grain Pools

6,341,532

3,522,235

17,616,331

25,518,602

352,927,395

348,052,715

Note 29. Related parties transactions (continued)
(iii) CBH Grain Pools on commercial terms unless indicated otherwise (continued)

Pool administration and management fees paid by the CBH Grain Pools to
CBH Grain Pty Ltd
Sale of grain from CBH Grain Pty Ltd to the CBH Grain Pools
Identification of Related Parties’ Ultimate Parent Entity
The ultimate parent entity in the wholly owned group is Co-operative Bulk Handling Limited.
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Note 30. Business unit results
Other
Investments

Storage and
Handling

Grain
Trading and
Marketing

Flour Milling
(Note 28(b))

(Note 28(a))
(i)

Other costs

Eliminations

Total

$’000

$’000

$’000

$’000

$’000

$’000

$’000

Business Unit Revenue
Sales

361,716

1,688,834

505,596

243

5,433

(610,505)

1,951,317

Total Business Unit Revenue

361,716

1,688,834

505,596

243

5,433

(610,505)

1,951,317

Total Business Unit Results
Profit/(loss) before tax
Minority interest share
Operating profit/(loss) before tax

(6,709)
–
(6,709)

(33,060)
–
(33,060)

41,069
(3,513)
37,556

1,253
–
1,253

3,531
(169)

Year ended 30 September 2011

CBH Share (%)
CBH Share Business Unit Result
CBH share of income tax expense
Net profit/(loss) after tax before
adjustments
Adjusted for:
Holding costs (ii)
Unrealised foreign exchange
on translation

100%
(6,744)
1,936

100%
(33,060)
9,677

50%
18,778
(4,061)

50-100%
1,253
(159)

100%
3,362
(1,772)

(8,347)
(619)

(24,758)
5,002

(4,808)

(23,383)

14,717

1,094

1,590

(8,966)

(19,756)

–

–

–

–

(1,510)

–

(1,510)

35

–

–

–

–

(171)

(136)

Profit/(loss) after tax

(4,773)

(23,383)

14,717

1,094

80

(9,137)

(21,402)

(i) Includes investment in subsidiary Westgrains Insurance Pty Ltd.
(ii) Holding costs include costs incurred by the companies associated with holding the Group’s investments in the Flour Mills.
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Note 30. Business unit results (continued)
Other
(Note 28(a))
(i)

Other costs

Eliminations

Total

$’000

$’000

$’000

$’000

$’000

$’000

$’000

458,806

946,312

556,881

66,960

162

376

(725,304)

1,304,193

458,806

946,312

556,881

66,960

162

376

(725,304)

1,304,193

37,585
–

17,277
–

58,323
(4,041)

3,730
–

(2,131)
–

(3)
–

37,585

17,277

54,282

3,730

(2,131)

(3)

100%

100%

50%

100%

50-100%

100%

37,585

17,277

27,141

3,730

(2,131)

(3)

4,150

87,749

(1,936)

(5,213)

(7,002)

(1,127)

(663)

–

(2,399)

(18,340)

35,649

12,064

20,139

2,603

(2,794)

(3)

1,751

69,409

(2,657)

–

–

–

–

–

2,459

(198)

(38,918)

–

–

–

–

–

–

(38,918)

–

–

(66)

–

–

–

–

(66)

Storage and
Handling

Grain
Trading and
Marketing

Flour Milling

$’000

Business Unit Revenue
Sales
Total Business Unit Revenue

11 months ended
30 September 2010

Total Business Unit Results
Profit/(loss) before tax
Minority interest share
Operating profit/(loss)
before tax
CBH Share (%)
CBH Share Business
Unit Result
CBH share of income
tax expense
Net profit/(loss) after tax
before adjustments
Adjusted for:
Disposal of investment
Impairment of non current
assets
Unrealised intercompany
profits
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(Note 28(b))

Engineering
and Other
Services

Investments

Holding costs (ii)
Unrealised foreign exchange
on translation

–

–

–

–

–

(842)

–

(842)

(2,754)

–

–

–

–

(295)

1,796

(1,253)

Profit/(loss) after tax

(8,680)

12,064

20,073

2,603

(2,794)

(1,140)

6,006

28,132

FINANCIAL REPORT

Notes to the Consolidated
Financial Statements
For the year ended 30 September 2011

Note 31. Events subsequent to reporting date
On 27 October 2011, the United States Dollar denominated floating rate loan used as part of the Group’s investment into Asia
was repaid.
Subsequent to year end, Co-operative Bulk Handling Limited negotiated two facility agreements of $50,000,000 each. The facilities
are to be used for working capital requirements and expire on 31 October 2012.
Subsequent to year end, CBH Grain Pty Ltd negotiated the following:
• Syndicated loan facility of $500,000,000, which is to be used during the 2011/2012 season. This facility expires on
2 November 2012.
• Syndicated inventory financing facility of $800,000,000. The facility is to be used during the 2011/2012 season and expires
on 30 September 2012.
• Two pre-shipment facilities of $150,000,000 each. One facility expires on 7 December 2012 and the other on 29 October 2012.
Other than the matters disclosed above, there is no other subsequent event which requires disclosure.
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For the Year ended 30 September 2011

1) In the opinion of the directors:
(a) The financial statements and notes of the consolidated entity for the financial year ended 30 September 2011 are in
accordance with the Co-operatives Act 2009 including
i)

giving a true and fair view of the financial position as at 30 September 2011 and performance of the year then ended;

ii)

complying with Accounting Standards (including the Australian Accounting Interpretations);

(b) The financial statements and associated notes also comply with International Financial Reporting Standards as described in
Note 2 to the financial statements; and
(c) There are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due
and payable.
The above declarations are made in accordance with a resolution of the directors.
ON BEHALF OF THE BOARD

N J WANDEL
Chairman of Directors
Dated at Perth this 7 December 2011
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W A NEWMAN
Deputy Chairman of Directors

Independent AuditOR’S Report
to Members of Co-operative Bulk Handling Limited

to members
ofLimited,
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Handling
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of Limited
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the company
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Directors’ Responsibility
forand
the the
Financial
The directors of the
company are
responsible for the
and fair Report
presentation of the financial report in accordance with Australian
Directors’
Responsibility
forpreparation
the Financial
Accounting Standards (including the Australian Accounting Interpretations) and the Co-operatives Act 2009 and for such internal controls
as the directors determine are necessary to enable the preparation of the financial report that is free from material misstatement, whether
The directors of the company are responsible for the preparation and fair presentation of the financial report in
due to fraud or error. In Note 2, the directors also state that the financial report, comprising the financial statements and notes, complies
accordance with Australian Accounting Standards (including the Australian Accounting Interpretations) and the Cowith International Financial Reporting Standards as issued by the International Accounting Standards Board.
operatives Act 2009 and for such internal controls as the directors determine are necessary to enable the preparation of
the financial report that is free from material misstatement, whether due to fraud or error. In Note 2, the directors also
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state that the financial report, comprising the financial statements and notes, complies with International Financial
Reporting Standards as issued by the International Accounting Standards Board.
Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in accordance
with Australian Auditing Standards. Those standards require that we comply with relevant ethical requirements relating to audit
Auditor’s
Responsibility
engagements and
plan and perform
the audit to obtain reasonable assurance about whether the financial report is free from material
misstatement.
Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in
An audit involvesaccordance
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procedures
to obtain
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evidence about
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report.ethical
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or
error.
In
making
those
risk
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we
consider
internal
controls
relevant
to
the
entity’s
preparation
whether the financial report is free from material misstatement.
and fair presentation of the financial report in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal controls. An audit also includes evaluating the
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
appropriateness of accounting policies used and the reasonableness of accounting estimates made by the directors, as well as
report. The procedures selected depend on our judgment, including the assessment of the risks of material misstatement
evaluating the overall
of thewhether
financial due
report.
of thepresentation
financial report,
to fraud or error. In making those risk assessments, we consider internal controls

relevant
the entity’s
preparation
fair presentation
of the to
financial
order
to design
audit procedures that
We believe that the
audit to
evidence
we have
obtained and
is sufficient
and appropriate
providereport
a basisinfor
our audit
opinion.
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal controls. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overall presentation of the
financial report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Independence
In conducting our audit we have complied with the independence requirements of the Australian professional accounting
bodies.

Opinion
In our opinion:
(a)

(b)

Liability limited by a scheme approved
the financial report presents fairly, in all material respects, the financial
positions ofStandards
the consolidated
entity as
under Professional
Legislation
of 30 September 2011, and their financial performance and cash flows for the year then ended in accordance
with Australian Accounting Standards and the Co-operatives Act 2009; and
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the financial report also complies with International Financial Reporting Standards
as issued
the International
Accounting Standards Board.

changes in equity and statements of cash flows for the year ended on that date, a summary of significant accounting
policies, other explanatory notes and the directors’ declaration of the company and the consolidated entity comprising
the company and the entities it controlled at the year's end or from time to time during the financial year.

Directors’ Responsibility for the Financial Report
The directors of the company are responsible for the preparation and fair presentation of the financial report in
accordance with Australian Accounting Standards (including the Australian Accounting Interpretations) and the Cooperatives Act 2009 and for such internal controls as the directors determine are necessary to enable the preparation of
the financial report that is free from material misstatement, whether due to fraud or error. In Note 2, the directors also
state that the financial report, comprising the financial statements and notes, complies with International Financial
Reporting Standards as issued by the International Accounting Standards Board.

Auditor’s Responsibility
Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in
accordance with Australian Auditing Standards. Those standards require that we comply with relevant ethical
requirements relating to audit engagements and plan and perform the audit to obtain reasonable assurance about
whether the financial report is free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
report. The procedures selected depend on our judgment, including the assessment of the risks of material misstatement
of the financial report, whether due to fraud or error. In making those risk assessments, we consider internal controls
relevant to the entity’s preparation and fair presentation of the financial report in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal controls. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overall presentation of the
financial report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Independent auditor’s report to members of Co-operative Bulk Handling Limited
Independence
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requirements
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professional
accounting
bodies.
statements of financial position as at 30 September 2011, and the statements of comprehensive income, statements of
bodies.
changes in equity and statements of cash flows for the year ended on that date, a summary of significant accounting
Opinion

Opinion
In our opinion: policies, other explanatory notes and the directors’ declaration of the company and the consolidated entity comprising
the company and the entities it controlled at the year's end or from time to time during the financial year.
In (a)
ourthe
opinion:
financial report presents fairly, in all material respects, the financial positions of the consolidated entity as of
2011, and their financial performance and cash flows for the year then ended in accordance with
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material
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the
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Australian Accounting Standards and the Co-operatives Act 2009; and
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the financial
report also complies with International Financial Reporting Standards as issued by the International
operatives Act 2009 and for such internal controls as the directors determine are necessary to enable the preparation of
Accounting
Standards
the financial reportBoard.
that is free from material misstatement, whether due to fraud or error. In Note 2, the directors also
state that the financial report, comprising the financial statements and notes, complies with International Financial
Reporting Standards as issued by the International Accounting Standards Board.

Auditor’s Responsibility

Ernst
Young
Ernst
&&
Young

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our audit in
accordance with Australian Auditing Standards. Those standards require that we comply with relevant ethical
requirements relating to audit engagements and plan and perform the audit to obtain reasonable assurance about
whether the financial report is free from material misstatement.

R A Kirkby
Partner
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
RPerth
A Kirkby
report. The procedures selected depend on our judgment, including the assessment of the risks of material misstatement
Partner
7 December 2011

of the
financial report, whether due to fraud or error. In making those risk assessments, we consider internal controls
Perth, 7 December
2011
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effectiveness
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internal controls. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overall presentation of the
financial report.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Independence
In conducting our audit we have complied with the independence requirements of the Australian professional accounting
bodies.

Opinion
In our opinion:
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(a)

the financial report presents fairly, in all material respects, the financial
the consolidated
Liability positions
limited by of
a scheme
approved entity as
of 30 September 2011, and their financial performance and cashunder
flowsProfessional
for the yearStandards
then ended
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with Australian Accounting Standards and the Co-operatives Act 2009; and

(b)

the financial report also complies with International Financial Reporting Standards as issued by the International
Accounting Standards Board.
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your Five year financial
and operational history
Co-operative Bulk Handling Limited and its controlled entities

Tonnes handled

mt

Lost time injury frequency rate

2011

2010*

2009

2008

2007

6.5

11.1

12.3

8.5

6.4

13

18

15

20

14

Revenue from continuing operations

$m

1,951

1,304

1,541

1,103

581

Pools revenue

$m

919

1,332

1,992

1,492

1,195

Other income

$m

82

52

153

5

58

Total revenue including other income

$m

2,952

2,689

3,686

2,600

1,834

$m

(5)

(9)

68

10

0

Net profit contribution from:
Storage and handling
Marketing, accumulation and trading

$m

(23)

12

44

35

26

Flour milling

$m

15

20

7

6

1

Other

$m

(8)

5

0

(11)

1

Profit attributable to members of Co-operative Bulk Handling Limited

$m

(21)

28

119

40

28

Return on average equity

%

(1.9)

2.6

11.5

4.2

3.0

Customer loyalty payment

$m

–

14.2

16.3

–

–

Capital reinvestment

$m

126.9

67.0

73.9

90.7

30.9

Total assets

$m

1,507

1,619

1,506

1,699

1,339

Total liabilities

$m

(420)

(510)

(416)

(722)

(390)

Equity

$m

1,087

1,109

1,089

977

949

Debt owing

$m

182

176

82

173

214

* 2010 results are for an 11 month period only.
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Co-operative Bulk Handling Ltd
Gayfer House
30 Delhi Street, West Perth
Western Australia 6005
GPO Box L886
Perth WA 6842
Freecall
Telephone
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1800 199 083
+61 8 9237 9600
+61 8 9322 3942
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