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Directors’ Report 
 
The Directors present their report together with the financial report of Macarthur Coal Limited ABN 40 
096 001 955 (“the Company”) and of the consolidated entity, being the Company and its controlled 
entities, for the period ended 30 June 2002 and the auditor’s report thereon. 
 
Reporting period and comparative information 
 
Macarthur Coal Limited ("the Company") was incorporated on 22 February 2001.  The financial report 
covers the period 22 February 2001 to 30 June 2002 and is the Company’s first statutory report.  There 
are no comparative figures.  
 
Directors  
 
The directors of the Company at any time during or since the end of the financial period are: 

 
 
Name and qualifications  
 

 
Age 

 
Experience and special responsibilities 

The Hon. Keith De Lacy 
Hon DLitt, BA, QDA, FAICD, 
FAIM 
Chairman 
Non-Executive Director 

 
62 

 
Former Treasurer of Queensland (1989 – 1996). 
Chairman of Trinity Funds Management Ltd, Ergon 
Energy Corporation Ltd (resigned 30 June 2002) 
and Advance Cairns Ltd.  
Director of Queensland Investment Corporation, 
Securities Exchanges Guarantee Corporation Ltd 
and Reef Casino Trust. 
Appointed 2 May 2001 
 

Mr Roger Marshall OBE 
BE, MAusIMM, FAIM, FAICD, 
Certified Mine Manager 
Deputy Chairman 
Non-Executive Director 
 
 

63 Over 40 years experience  in the coal industry. 
Awarded the O.B.E. for services to the Australian 
coal industry. 
Director of Mt Eliza Graduate School of Business 
and Government Limited, CITIC Australia Trading 
Limited and A.G.D. Mining Limited. 
Former Chairman of Australian Coal Association 
and the Queensland Coal Association. 
Served on the Committee of the World Coal 
Institute, London (1983 – 1993). 
Appointed 2 May 2001 
 
 
 

Mr Ken Talbot 
BE, ME, ASIA, FAICD, 
FAusIMM,   
Certified Mine Manager 
Managing Director/Chief 
Executive Officer 

52 Over 30 years experience in the coal industry. 
Macarthur Coal Limited’s principal shareholder. 
Developer of 4 coal mines, including 2 as an owner. 
Chairman of the Coppabella Joint Venture 
management committee and Australian Premium 
Coals Pty Ltd, the manager of Coppabella Joint 
Venture. 
Graduate of the Owner/President Management 
Program, Harvard Business School (USA). 
Appointed 2 May 2001 

 



MACARTHUR COAL LIMITED AND ITS CONTROLLED ENTITIES 
Directors’ Report 2002 

 

 Page 2   

 
 
Name and qualifications  

 
Age 

 
Experience and special responsibilities 

 
Mr Don Nissen 
FAICM, FAICD 
Non-Executive Director 

58 Previously Queensland Manager of the 
Commonwealth Bank of Australia. 
Chairman of Energex Ltd, Allgas Energy Ltd and 
Brisbane Broncos Ltd. 
Director of Collection House Limited, WorkCover 
Queensland and Ariadne Limited. 
Appointed 2 May 2001 
 

Mr Damien Clarke  
Solicitor 
 

38 
 
 

Appointed 22 February 2001 
Resigned 2 May 2001 

Mr Kerry Prior 
Solicitor 
 

61 Appointed 22 February 2001 
Resigned 2 May 2001 
 

Mr Dominic McGann 
Solicitor 

40 Appointed 22 February 2001 
Resigned 2 May 2001 

 
Directors’ meetings 
 
The number of directors’ meetings and number of meetings attended by each of the directors of the 
Company during the financial period are: 

 Board Meetings  
 A B 
Hon. K. De Lacy 20 20 
Mr R. Marshall 16 20 
Mr K. Talbot 20 20 
Mr D. Nissen 18 20 
Mr D. Clarke 2 2 
Mr K. Prior 2 2 
Mr D. McGann 2 2 

 
A = Number of meetings attended 
B = Number of meetings held during the time the director held office during the period 
 
There are no sub-committees of the Company’s Board of Directors. 

  
Principal activities 
 
The principal activities of the consolidated entity during the course of the period were exploration and the 
mining and marketing of coal to export markets. 
 
There were no significant changes in the nature of the activities of the consolidated entity during the 
period. 
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Review and results of operations  
 
The profit from ordinary activities after income tax of the consolidated entity for the financial period 
amounted to $15,381,000.                   
 
The consolidated entity’s operations for the financial period are outlined below: 
 
Coppabella Joint Venture 
 
Total sales achieved by the Coppabella project for the period ended 30 June 2002 was 4,202,000 tonnes 
(Macarthur Coal share: 1,890,900 tonnes) which consisted of 4,090,500 tonnes produced at the 
Coppabella mine (a 17.5% increase in sales compared with the previous year for the mine) and the sale of 
111,500 tonnes of purchased coal. 

 
Overburden removal capacity at Coppabella is being enhanced to ensure that the mine has the appropriate 
capacity to produce 4.2 million tonnes of coal on an annual basis. 
 
A number of initiatives were taken during the period ended 30 June 2002 to enhance the Coppabella 
project and included: 

1. Increasing the capacity of the coal preparation plant to 800 tonnes per hour. 
2. Installing a flotation circuit to recover fine coal. 
3. Establishing a long term water supply arrangement that involves the installation of a pipeline 

connecting the Coppabella mine with the Teviot Dam. 
4. Sourcing a dragline to be supplied by the mining contractor at the Coppabella mine in accordance 

with a 5 year mining contract signed in April 2002. 
5. Finalising arrangements for the Peak Downs Highway, major rail system and other infrastructure 

to be moved to give the Coppabella Joint Venture access to high quality low strip ratio coal 
resources. 

 
Two additional mining leases (ML 70236 and 70237) were applied for and granted to the Coppabella 
Joint Venture.  The mining leases cover areas to the south and east of existing leases and allow the 
Coppabella Joint Venture to consolidate its coal resources to establish a mining area with a 5.5 kilometre 
strike length. 

 
Moorvale 

 
The Moorvale Project was advanced to the stage where development can commence immediately after 
the mining leases are granted and project finance arrangements are finalised. 
 
Mining lease applications were lodged in February 2002.  The Environmental Protection Agency has 
advised that the assessment of the Environmental Impact Statement has been successfully completed.  
The Moorvale Project is now able to receive its Environmental Authority. 
 
The target date for commencement of development and mining is the 1st quarter of calendar 2003.

Monto 
 
Macarthur Coal purchased a controlling 51% interest in the Monto thermal coal project in May 2002.  It is 
proposed that the thermal coal project be developed in two distinct stages: 
 
Stage 1:  A bulk sampling programme to confirm market acceptance of coal from the Monto Project and 
to facilitate Stage 2. 
 
Stage 2:  Development of a major mine and associated infrastructure with an output of up to 10,000,000 
tonnes per annum. 
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Following completion of the Feasibility Study for Stage 1 in February 2002, the application for a Mining 
Lease was submitted in April 2002.  The approval of a mining lease is anticipated to occur in early 2003. 
 
A land purchase program has commenced and most properties required for Stage 1 have been purchased. 

 
Exploration 

 
The consolidated entity is actively exploring the Bowen Basin to discover new coal deposits that will 
contribute to growth. 
 
During the period the Company, through its controlled entity, Macarthur Exploration Pty Ltd, undertook 
exploration activities in several exploration tenements in accordance with farm-in arrangements 
established to allow Macarthur Exploration Pty Ltd to obtain a 50% interest in the exploration tenements.  
 
Exploration has been primarily directed at the Coxendean sub-basin in the region near the Coppabella 
mine.  Three deposits have been defined at a depth of less than 100m.  Although not complete, analysis 
has confirmed that PCI and soft coking coal exist in the Olive Downs deposit. 
 
Macarthur Exploration Pty Ltd lodged applications for tenements over an area in the south western corner 
of the Bowen Basin west of Rolleston, and an area east of Blackwater.  The tenements are subject to 
farm-in arrangements applying to the exploration tenements within the consolidated entity’s exploration 
tenement portfolio. 
 
Dividends  
 
Dividends paid during the period amounted to $4,113,410, being an interim dividend for the financial 
period ended 30 June 2002 of 3.2 cents per share, fully franked at a tax rate of 30%, paid on 12 March 
2002 on 128,544,064 ordinary shares.                 
 
The Directors recommend the payment of a final dividend in respect of the financial period ended 30 June 
2002 of 3.2 cents per share fully franked, which will amount to $4,113,410.   
 
Total dividends declared in respect of the period ended 30 June 2002 was 6.4 cents per share.       
 
State of affairs  
 
Significant changes in the state of affairs of the consolidated entity that occurred during the period ended 
30 June 2002 were: 
 
On 2 July 2001, the Company issued a total of 92,544,064 fully paid ordinary shares at $1.00 each as 
follows: 
 

• 73,096,064 shares for the purchase of a 45% interest in the Coppabella Joint Venture and assets 
and liabilities associated with the Coppabella Coal mine which includes a 20.7% interest in the 
Moorvale project. 
 

• 19,008,000 shares for the purchase of two controlled entities that together own a further 54% of 
the Moorvale Project.  The purchase, together with the purchase of the 45% interest in the 
Coppabella Joint Venture, resulted in the consolidated entity’s interest in the Moorvale Project 
totalling 74.7%. 
 

• 440,000 shares for the purchase of a 55% interest in the Nebo South Joint Venture. 
 
On 2 July 2001, the Company made a cash issue of 39,000,000 ordinary fully paid shares at $1.00 each, 
pursuant to the Company’s Prospectus dated 14 May 2001.  Included in the issue were 180,000 ordinary 
fully paid shares at $1.00 each issued pursuant to the Macarthur Coal Employee Share Plan. 
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3,000,000 shares held by a company associated with the Managing Director, Ken Talbot, were cancelled 
at a cost of $3,000,000 cash on 2 July 2001. 
 
On 5 July 2001 the ordinary shares of the Company were listed on the Australian Stock Exchange. 
 
On 16 May 2002 the Company’s controlled entity, Monto Coal 2 Pty Ltd, acquired a 51% interest in the 
Monto Coal Joint Venture for a total cost of $20,000,000 payable in instalments.  $5,000,000 cash was 
paid on 16 May 2002.  A further cash payment of $5,000,000 is payable on or before 20 December 2002.  
The balance of $10,000,000 is to be satisfied by the issue of shares in the Company 12 months after the 
granting of the first mining lease for the Monto project. 

 
Directors’ interests 
 
The relevant interest of each director in the shares or options over shares issued by the companies within 
the consolidated entity and other related body corporates, as notified by the directors to the Australian 
Stock Exchange in accordance with S205G(1) of the Corporations Act 2001, at the date of this report is as 
follows: 

 Macarthur Coal Limited 
 Ordinary 

shares 
Options over ordinary 

shares 
           Hon. K. De Lacy           86,000                  300,000 
           Mr R. Marshall            100,000  300,000 
           Mr K. Talbot      63,248,514    - 
           Mr D. Nissen                -                  300,000 

 
Directors’ and senior executives’ remuneration 
 
The broad remuneration policy is to ensure the remuneration package properly reflects the person’s duties, 
responsibilities and level of performance; and that remuneration is competitive in attracting, retaining and 
motivating people of the highest quality. 
 
Details of the nature and amount of each major element of the remuneration received by each director of 
the Company and the named officer of the Company and the consolidated entity receiving the highest 
remuneration are: 
 

 Director’s 
Fee 
$ 

Superannuation 
contributions  

$ 

Other 
benefits (1) 

$ 
Total 

$ 

Options 
Issued (2) 

$ 
Director 
Non-executive  
Hon. K. De Lacy 46,296 3,704 - 50,000 48,000 
Mr R. Marshall 27,778 2,222 - 30,000 48,000 
Mr D. Nissen 27,778 2,222 - 30,000 48,000 
 
 
 
Executive 

 
Base 

Salary 
$ 

 
Superannuation 

contributions  
$ 

 
Other 

benefits (1) 
$ 

Total 
$ 

Options 
Issued (2) 

$ 
 
Mr K. Talbot 

 
196,357 

 
68,643 

 
3,048 

 
268,048 

 
- 

 
Executive officers  
(excluding directors) 
 
Mr R. Adams (3) 

 
115,897 

 
11,952 

 
41,804 

 
169,653 

 
48,000 

 
 
 
 
 



       MACARTHUR COAL LIMITED AND ITS CONTROLLED ENTITIES 
       Directors’ Report 2002              
                  

Page 6   

 
(1)  Other benefits include leave entitlements accrued and paid on termination, payment and provision of 
other benefits and fringe benefits tax. 
(2) During the period, a total of 1,200,000 options were granted under the Directors’ Option Plan and the  
Executive Option Plan to directors and the named officer of the Company and the consolidated entity 
receiving the highest emolument.  The estimated value of the options, as disclosed above, is calculated at 
the date of grant using a Black Scholes model.  Further details of these options are set out under “Options” 
below and Note 34 to the financial statements.   

        (3) Mr R. Adams is an executive officer of the Company and the consolidated entity. 
 

Options  
 
On 5 July 2001 the Company granted options over 900,000 and 1,080,000 unissued ordinary shares under 
the Directors’ Option Plan and the Executive Option Plan respectively. No other options have been issued 
since that date.  Holders of the options are: 
 

 Number of options  Expiry Date  
Directors of the Company 
 

  

Hon. K. De Lacy 300,000 5 July 2006 
Mr R. Marshall 300,000 5 July 2006 
Mr D. Nissen 300,000 5 July 2006 
   900,000  

 
Executive of the Company 
Mr R. Adams 300,000 5 July 2006 
 
Executives of an associated entity 
Mr S. Stephan (1) 180,000 5 July 2006 
Mrs N. Hollows 180,000 5 July 2006 
Mr I. McRae (1) 180,000 5 July 2006 
Mr B. Shepherd 120,000 5 July 2006 
Mr J. Williams 120,000 5 July 2006 
 780,000  

 
(1) Subsequent to 30 June 2002, Mr S Stephen and Mr I McRae are employees of the consolidated entity. 

 
The options are non transferable and are exercisable as follows: 

 
Exercise Price Options over ordinary shares 

$ Directors’ Option Plan Executive Option Plan 
1.15 300,000                   360,000 
1.30 300,000                   360,000 
1.45 300,000                   360,000 

 900,000                1,080,000 
 

At the date of this report, no shares have been issued as a result of the exercise of the above options. 
 
The option holders will not participate in new issues of shares but will participate in any reorganisation of 
the capital of the Company so that the option holder will not receive any lesser or greater benefit than the 
holders of ordinary shares. 
 
The options will lapse if: 
 
(a) the holder ceases to be a director or officer of the Company or the associated entity; or 
(b) the options are not exercised by the last exercise due date; or 
(c) the holder is dismissed for misconduct or for reasons involving fraud. 
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Statements of Financial Performance 
For the period ended 30 June 2002 
 
  Consolidated  The Company 
  2002  2002 
 Note $’000  $’000 
     
Revenue from coal sales 2 117,568  - 
Cost of coal sold  (83,959)  - 

Gross Profit  33,609  - 
     
Other revenue from ordinary activities 2 1,468  7,756 
Distribution expenses  (6,601)  - 
Administration expenses  (2,048)  (2,083) 

Other expenses from ordinary activities  (1,624)  (16) 

Earnings before interest and tax   24,804  5,657 
     
Borrowing costs 3 (940)  - 
Profit from ordinary activities before related 
income tax expense 

 
3 

 
23,864 

  
5,657 

     

Income tax expense relating to ordinary activities 5 (8,483)  (297) 
 
Net profit   

 
20 

 
15,381 

  
5,360 

     
     

Basic earnings per share 6      $0.120   

Diluted earnings per share 6      $0.118   
 

 
 
The statements of financial performance are to be read in conjunction with the notes to the financial statements set out on pages 11 to 43. 
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Statements of Financial Position 
As at 30 June 2002 
 
  Consolidated  The Company 
  2002  2002 
 Note $’000  $’000 
Current assets      
Cash assets 7 13,923  12,446 
Receivables 8 9,348  35 
Inventor ies 9 1,069  - 
Other financial assets 10 23,610  - 
Other 11 9,979        68 

Total current assets   57,929  12,549 
     
Non-current assets      
Receivables 8 1,855  38,754 
Other financial assets 10 9,780  75,393 
Property, plant and equipment 12 91,422         34 
Exploration, evaluation and development expenditure 13 53,221         27 
Deferred tax assets 5(d) 1,984         32 
Other 11 746  - 

Total non-current assets  159,008    114,240 

Total assets   216,937  126,789 
     
Current liabilities     
Payables 14 17,553               249 
Interest-bearing liabilities 15 4,774  - 
Current tax liabilities 5(b) 5,065          329 
Provisions 16 705           28 
Other financial liabilities 17 61  - 
Other 18 9,404 - 

Total current liabilities  37,562 

 

         606 
     
Non-current liabilities     
Payables 14 10,000  - 
Interest-bearing liabilities  15 14,922  - 
Deferred tax liabilities 5(c) 5,567  - 
Provisions 16 2,002            5 
Other 18 10,685 - 

Total non-current liabilities  43,176 

 

         5 

Total liabilities  80,738         611 

Net assets   136,199    126,178 
     
Equity     
Contributed equity 19 124,931   124,931 
Retained profits 20 11,268      1,247 

Total equity   136,199   126,178 
 
 
The statements of financial position are to be read in conjunction with the notes to the financial statements set out on pages 11 to 43.
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Statements of Cash Flows  
For the period ended 30 June 2002 
 
  Consolidated  The Company 
  2002  2002 
 Note $’000  $’000 
Cash flows from operating activities     

 
Cash receipts in the course of operations  115,343  626 
Cash payments in the course of operations  (86,988)  (2,009) 
Dividends received  -  4,113 
Interest received  999  3,017 
Borrowing costs paid  (1,680)  - 
Income taxes paid  (1,770)  - 

Net cash provided by operating activities 24(b) 25,904  5,747 
     
Cash flows from investing activities     
Payments for property, plant and equipment  (4,464)  (49) 
Payments for acquisition of joint venture interests and related 
assets (net of cash acquired) 

  
(16,162) 

  
(18,060) 

Payments for exploration, evaluation and development         
expenditure 

  
(11,165) 

  
(27) 

Payment for other financial assets  (12,337)  - 
Advances to controlled entities  -  (3,439) 

Net cash used in investing activities  (44,128)  (21,575) 
     
Cash flows from financing activities     
Proceeds from issue of shares  35,387  35,387 
Cost of share capital reduction  (3,000)  (3,000) 
Proceeds from borrowings  15,021  - 
Repayment of borrowings  (11,148)  - 
Dividends paid  (4,113)  (4,113) 

Net cash provided by financing activities  32,147  28,274 
     
Net increase in cash held   13,923  12,446 
     
Cash at the beginning of the financial period  -  - 
     

Cash at the end of the financial period 24(a) 13,923  12,446 
 
 
 
The statements of cash flows are to be read in conjunction with the notes to the financial statements set out on pages 11 to 43. 
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Notes to and forming part of the Financial Statements  
For the period ended 30 June 2002 
 
1. Statement of significant accounting policies 
 
The significant policies which have been adopted in the preparation of the financial report are: 
 
(a) Reporting period and comparative information 
 
Macarthur Coal Limited (“the Company”) was incorporated on 22 February 2001. The financial report covers the 
period 22 February 2001 to 30 June 2002 and is the Company’s first statutory report. There are no comparative 
figures. 
 
(b) Basis of preparation 
 
The financial report is a general purpose financial report which has been prepared in accordance with Accounting 
Standards, Urgent Issues Group Consensus Views, other authoritative pronouncements of the Australian Accounting 
Standards Board and the Corporations Act 2001. 
 
It has been prepared on the basis of historical costs and except where stated, does not take into account changing 
money values or fair values of non-current assets. 
 
Accounting policies have been consistently applied by each entity in the consolidated entity.  
 
(c) Principles of consolidation 
 
Controlled entities 
 
The financial statements of controlled entities are included from the date control commences until the date control 
ceases. 
 
Outside interests in the equity and results of the entities that are controlled by the Company are shown as a separate 
item in the consolidated financial statements. 
 
Associates 
 
Associates are those entities, other than partnerships, over which the consolidated entity exercises significant influence 
and which are not intended for sale in the near future. 
 
In the consolidated financial statements, investments in associates are accounted for using equity accounting 
principles. Investments in associates are carried at the lower of the equity accounted amount and recoverable amount. 
The consolidated entity’s equity accounted share of the associates’ net profit or loss is recognised in the consolidated 
statement of financial performance from the date significant influence commences until the date significant influence 
ceases. Other movements in reserves are recognised directly in consolidated reserves. 
 
Joint ventures 
 
The consolidated entity’s interests in unincorporated joint venture operations are brought to account by including its 
proportionate share of joint ventures’ assets, liabilities and expenses and the consolidated entity’s revenue from the 
sale of its share of output on a line-by-line basis, from the date joint control commences to the date joint control 
ceases. 
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1. Statement of significant accounting policies (continued)  
 
Transactions eliminated on consolidation 
 
Unrealised gains and losses and inter-entity balances and effects of transactions with or between controlled entities are 
eliminated in full on consolidation. 
 
(d)  Revenue recognition 
 
Revenues are recognised at fair value of the consideration received net of the amount of goods and services tax (GST) 
payable to the taxation authority. Exchanges of goods or services of the same nature and value without any cash 
consideration are not recognised as revenues. 
 
Sale of goods 
 
Revenue from the sale of coal is recognised (net of penalties, returns, discounts and allowances and hedging 
gains/losses) when control of the goods passes to the customer. 
 
Interest revenue 
 
Interest revenue is recognised as it accrues, taking into account the effective yield on the financial asset. 
 
Sale of non-current assets 
 
The gross proceeds of non-current asset sales are brought to account at the date control of the asset passes to the 
buyer, usually when an unconditional contract of sale is signed.   
 
The gain or loss on disposal is calculated as the difference between the carrying amount of the asset at the time of 
disposal and the net proceeds on disposal.     
 
Dividends 
 
Revenue from dividends and distributions from controlled entities is recognised by the parent entity when they are 
declared by the controlled entities. 
 
Revenue from dividends from other investments are recognised when received. 
 
(e)  Goods and services tax 
 
Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except where the 
amount of GST incurred is not recoverable from the taxation authority. In these circumstances, the GST is recognised 
as part of the cost of acquisition of the asset or as part of the expense. 
 
Receivables and payables are stated with the amount of GST included. 
 
The net amount of GST recoverable from, or payable to, the Australian Taxation Office (ATO) is included as a current 
asset or liability in the statement of financial position. 
 
Cash flows are included in the statement of cash flows on a gross basis. The GST components of cash flows arising 
from investing and financing activities which are recoverable from, or payable to, the ATO are classified as operating 
cash flows. 
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1. Statement of significant accounting policies (continued) 
 
(f) Foreign currency 
 
Transactions 
 
Foreign currency transactions are translated to Australian currency at the rates of exchange ruling at the dates of the 
transactions. Amounts receivable and payable in foreign currencies at balance date are translated at the rates of 
exchange ruling on that date. 
 
Exchange differences relating to amounts payable and receivable in foreign currencies are brought to account as 
exchange gains or losses in the statement of financial performance in the financial year in which the exchange rates 
change, except where: 
 
§ hedging specific anticipated transactions (see Note 1(g)) 
§ relating to acquisition of qualifying assets (see Note 1(h)). 

 
Natural hedge 
 
A specific natural hedge exists between the United States dollar denominated cash advance term loan (see Note 15) 
and United States dollar denominated coal sales revenue. The natural hedge position was established when the cash 
advance term loan was restructured and the Australian dollar denominated debt was redrawn as a United States dollar 
denominated debt. The United States dollar denominated debt has been brought to account at the 30 June 2002 
exchange rate with the exchange gain or loss arising from the difference between the hedge rate and the period end 
rate being carried forward as a deferred foreign exchange gain or loss (Note 18). 
 
The repayment schedule of the cash advance term loan has been used to identify the future coal sales to which the 
natural hedge relates. When sales occur, they will be translated at the hedge rate (being the rate at the time of loan 
drawdown) and any gains or losses will be offset against the carried forward deferred foreign exchange gains or losses 
arising on the revaluation of the United States dollar denominated debt. 
 
(g) Derivatives 
 
The consolidated entity is exposed to changes in interest rates, foreign exchange rates and commodity prices from its 
activities. The consolidated entity uses forward foreign exchange contracts to hedge foreign exchange risk. Derivative 
financial instruments are not held for speculative purposes. 
 
 Hedges 
 
Anticipated transactions   
 
Where hedge transactions are designated as a hedge of the anticipated specific purchase or sale of goods or services, 
purchase of qualifying assets, gains and losses, on the hedge arising up to the date of the anticipated transaction, 
together with any costs or gains arising at the time of entering into the hedge, are deferred and included in the 
measurement of the anticipated transaction when the transaction has occurred as designated. Any gains or losses on 
the hedge transaction after that date are included in the statement of financial performance.  
 
The net amounts receivable or payable under forward foreign exchange contracts and the associated deferred gains or 
losses are recorded on the statement of financial position from the date of inception of the hedge transaction. The net 
receivables or payables are revalued using the foreign currency current at reporting date. 
 
When the anticipated transaction is no longer expected to occur as designated, the deferred gains and losses relating to 
the hedged transaction are recognised immediately in the statement of financial performance. 
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1.     Statement of significant accounting policies (continued) 
 
Where a hedge transaction is terminated early and the anticipated transaction is still expected to occur as designated, 
the deferred gains and losses that arose on the hedge prior to its termination continue to be deferred and are included 
in the measurement of the purchase or sale when it occurs. Where a hedge transaction is terminated early because the 
anticipated transaction is no longer expected to occur as designated, deferred gains and losses that arose on the hedge 
prior to its termination are included in the statement of financial performance for that period. 
 
Where a hedge is redesignated as a hedge of another transaction, gains and losses arising on the hedge prior to its 
redesignation are only deferred where the original anticipated transaction is still expected to occur as designated. 
When the original anticipated transaction is no longer expected to occur as designated, any gains or losses relating to 
the hedge instrument are included in the statement of financial performance for that period. 
 
Gains and losses that arise prior to and upon the maturity of transactions entered into under hedge rollover strategies 
are deferred and included in the measurement of the hedged anticipated transaction if the transaction is still expected 
to occur as designated. If the anticipated transaction is no longer expected to occur as designated, the gains and losses 
are recognised immediately in the statement of financial performance.  
 
Other hedges 
 
All other hedge transactions are initially recorded at the relevant rate at the date of the transaction. Hedges outstanding 
at balance date are valued at the rates ruling on that date and any gains or losses are brought to account in the 
statement of financial performance. Costs or gains arising at the time of entering into the hedge are deferred and 
amortised over the life of the hedge. 
 
Forward foreign exchange contracts 
 
Forward foreign exchange contracts are accounted for as described under Hedges above. 
 
(h)  Borrowing costs 
 
Borrowing costs include interest, amortisation of discounts or premiums relating to borrowings, amortisation of 
ancillary costs incurred in connection with arrangement of borrowings, foreign exchange losses net of hedged amounts 
on borrowings. 
 
Ancillary costs incurred in connection with the arrangement of borrowings are capitalised and amortised over the life 
of the borrowings or over five years whichever is lesser. 
 
Borrowing costs are expensed as incurred unless they relate to qualifying assets. Qualifying assets are assets which 
take more than 12 months to get ready for their intended use or sale and borrowing costs associated with qualifying 
assets are capitalised to the cost of the assets. Where funds are borrowed specifically for the acquisition, construction 
or production of a qualifying asset, the amount of borrowing costs capitalised is the amount incurred in relation to that 
borrowing, net of any interest earned on those borrowings. Where funds are borrowed generally, borrowing costs are 
capitalised using a weighted average capitalisation rate. 
 
Exploration and evaluation expenditure carried forward relating to areas of interest which have not reached a stage 
permitting reliable assessment of economic benefits are not qualifying assets. 
 
 
 
 
 
 
 
 
 
 



 MACARTHUR COAL LIMITED AND ITS CONTROLLED ENTITIES 
                    
                  

Page 15   

 
1.     Statement of significant accounting policies (continued) 
 
(i)  Taxation  
 
The consolidated entity adopts the income statement liability method of tax effect accounting. 
 
Income tax expense is calculated on operating profit adjusted for permanent differences between taxable and 
accounting income. The tax effect of timing differences, which arise from items being brought to account in different 
periods for income tax and accounting purposes, is carried forward in the statement of financial position as a future 
income tax benefit or a provision for deferred income tax. 
 
Future income tax benefits are not brought to account unless realisation of the asset is assured beyond reasonable 
doubt. Future income tax benefits relating to tax losses are only brought to account when their realisation is virtually 
certain. The tax effects of capital losses are not recorded unless realisation is virtually certain. 
 
 (j)  Acquisitions of assets 
 
All assets acquired including property, plant and equipment and intangibles other than goodwill are initially recorded 
at their cost of acquisition at the date of acquisition, being the fair value of the consideration provided plus incidental 
costs directly attributable to the acquisition. When equity instruments are issued as consideration, their market price at 
the date of acquisition is used as fair value, except where the notional price at which they could be placed in the 
market is a better indication of fair value. Transaction costs arising on the issue of equity instruments are recognised 
directly in equity subject to the extent of proceeds received, otherwise expensed. 
 
Where settlement of any part of cash consideration is deferred, the amounts payable are recorded at their present 
value, discounted at the rate applicable to the consolidated entity if a similar borrowing were obtained from an 
independent financier under comparable terms and conditions. 
 
The costs of assets constructed or internally generated by the consolidated entity, other than goodwill, include the cost 
of materials and direct labour. Directly attributable overheads and other incidental costs are also capitalised to the 
asset. Borrowing costs are capitalised to qualifying assets as set out in Note 1(h). 
 
Expenditure, including that on internally generated assets, is only recognised as an asset when the entity controls 
future economic benefits as a result of the costs incurred, it is probable that those future economic benefits will 
eventuate, and the costs can be measured reliably. Costs attributable to feasibility and alternative approach 
assessments are expensed as incurred. 
 
Subsequent additional costs   
 
Costs incurred on assets subsequent to initial acquisition are capitalised when it is probable that future economic 
benefits in excess of the originally assessed performance of the asset will flow to the consolidated entity in future 
years. 
 
Costs that do not meet the criteria for capitalisation are expensed as incurred. 
 
(k)  Receivables  
 
The collectibility of debts is assessed at balance date and where appropriate specific provision is made for any 
doubtful accounts. 
 
Trade debtors 
 
Trade debtors to be settled within 60 days are carried at amounts due.  
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1. Statement of significant accounting policies (continued) 
 
(l) Inventories 
 
Inventories are carried at the lower of cost and net realisable value. 
 
Cost is allocated on a monthly first in and first out basis and includes direct material, overburden removal, coal 
mining, coal processing, labour, related transportation costs to the point of sale and other fixed and variable overhead 
costs directly related to mining activities. The site overheads and rehabilitation cost component of inventory is 
allocated using standard costing. 
 
Net realisable value is determined on each inventory line’s normal selling pattern.  Expenses of marketing, selling and 
distribution to customers are estimated and are deducted to establish net realisable value. 
 
(m)  Investments  
 
Controlled entities 
 
Investments in controlled entities are carried in the Company’s financial statements at the lower of cost and 
recoverable amount. 
 
 Associates 
 
In the consolidated entity’s financial statements investments in unlisted shares of associates are carried at the lower of 
cost and recoverable amount. 
 
Joint ventures 
 
In the consolidated entity’s financial statements, investments in joint venture operations are accounted for as set out in 
Note 1(c). 
 
(n)  Leased assets 
 
Leases under which the Company or its controlled entities assume substantially all the risks and benefits of ownership 
are classified as finance leases. Other leases are classified as operating leases. 
 
Operating leases 
 
Payments made under operating leases are expensed on a straight line basis over the term of the lease, except where an 
alternative basis is more representative of the pattern of benefits to be derived from the leased property. 
 
(o) Exploration, evaluation and development expenditure   
 
Exploration, evaluation and development costs are accumulated in respect of each separate area of interest.   
 
Exploration and evaluation costs are carried forward where right of tenure of the area of interest is current and they are 
expected to be recouped through sale or successful development and exploitation of the area of interest, or, where 
exploration and evaluation activities in the area of interest have not yet reached a stage that permits reasonable 
assessment of the existence of economically recoverable reserves. 
 
Development costs related to an area of interest are carried forward to the extent that they are expected to be recouped 
either through sale or successful exploitation of the area of interest. 
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1. Statement of significant accounting policies (continued) 
 
When an area of interest is abandoned or the directors decide that it is not commercial, any accumulated costs in 
respect of that area are written off in the financial period the decision is made.  Each area of interest is also reviewed 
at the end of each accounting period and accumulated costs written off to the extent that they will not be recoverable 
in the future. 
 
When production commences, carried forward exploration, evaluation and development costs are transferred to 
Property, Plant and Equipment - Mining Property. 
 
(p)  Provision for mine site rehabilitation 
 
Provisions are made for mine site rehabilitation relating to areas disturbed during the mine’s operation up to reporting 
date but not yet rehabilitated, as if the mine was shutdown at reporting date. Provision has been made in full for all 
disturbed areas at the balance date based on current costs per hectare to rehabilitate such areas. Provisions, which are 
determined on an undiscounted basis, include the following costs: recontouring, reclamation, plant closure, waste site 
closure and monitoring activities.  These costs have been determined on the basis of current costs, current legal 
requirements and current technology.  Changes in estimates are dealt with on a prospective basis as they arise. 
 
Significant uncertainty exists as to the amount of rehabilitation obligations which will be incurred due to the impact of 
changes in environmental legislation. 
 
Assumptions have been made as to the remaining life of existing sites based on studies conducted by independent 
technical advisors.  Such studies are conducted at least once in each three year period. 
 
(q)  Recoverable amount of non-current assets valued on cost basis 
 
The carrying amounts of non-current assets valued on the cost basis, other than exploration and evaluation expenditure 
carried forward (refer Note 1(o)), are reviewed to determine whether they are in excess of their recoverable amount at 
balance date. If the carrying amount of a non-current asset exceeds its recoverable amount, the asset is written down to 
the lower amount. The write-down is expensed in the reporting period in which it occurs. 
 
Current valuations for land and buildings valued on the cost basis are carried out at least once every three years. 
 
Where a group of assets working together supports the generation of cash inflows, recoverable amount is assessed in 
relation to that group of assets. 
 
In assessing recoverable amounts of non-current assets, the relevant cash flows have not been discounted to their 
present value, except where specifically stated.   
 
Cost versus fair value 
 
Except where specifically stated, non-current assets are recorded at the lower of cost and recoverable amount. 
 
 
 
 
 
 
 
 
 
 
 
 
 



 MACARTHUR COAL LIMITED AND ITS CONTROLLED ENTITIES 
                    
                  

Page 18   

 
1. Statement of significant accounting policies (continued) 
 
(r)  Depreciation and amortisation   
 
Complex assets 
 
The components of major assets that have materially different useful lives, are effectively accounted for as separate 
assets, and are separately depreciated.   
 
Useful lives 
 
All assets, excluding freehold land, have limited useful lives and are depreciated/amortised using the straight line 
method over their estimated useful lives, with the exception of carried forward exploration, evaluation and 
development expenditure in the production phase which is amortised on a units of production basis over the life of the 
economically recoverable reserves being 36.5 million tonnes or where it is likely the consolidated entity will obtain 
ownership of the asset, the life of the asset.   
 
Assets are depreciated or amortised from the date of acquisition or, in respect of internally constructed assets, from the 
time an asset is completed and held ready for use. 
 
Amortisation is not charged on costs carried forward in respect of areas of interest in the exploration or development 
phases until commercial production commences. 
 
Depreciation and amortisation rates and methods are reviewed annually for appropriateness. When changes are made, 
adjustments are reflected prospectively in current and future periods only. Depreciation and amortisation are 
expensed, except to the extent that they are included in the carrying amount of another asset as an allocation of 
production overheads. 
 
The depreciation/amortisation rates or useful lives used for each class of asset are as follows: 
 

                                                                                                                                                                         2002 
Property, plant and equipment 
Mining property               15 years  
Buildings and infrastructure                                                                                                                             6.5% - 40% 
Plant and equipment                                                                                                                                           13% - 40% 
 
 
(s)  Overburden in advance  
 
Expenditure incurred in the removal of overburden from coal deposits is deferred, and expensed in operating 
expenditure as the coal is extracted.  The balance of the amount deferred is reviewed at each reporting date to 
determine the amount (if any) which is no longer recoverable out of future revenue.  Any amounts so determined are 
written off. 
 
(t)  Payables  
 
Liabilities are recognised for amounts to be paid in the future for goods or services received. Trade accounts payable 
are normally settled within 30 days. 
 
(u)  Interest bearing liabilities  
 
Bank loans are recognised at their principal amount, subject to set-off arrangements. Interest expense is accrued at the 
contracted rate and included in "Other creditors and accruals". 
 



 MACARTHUR COAL LIMITED AND ITS CONTROLLED ENTITIES 
                    
                  

Page 19   

 
1.       Statement of significant accounting policies (continued) 
 
(v)  Employee entitlements  
 
Wages, salaries and annual leave 
 
Liabilities for employee entitlements to wages, salaries and annual leave represent present obligations resulting from 
employees’ services provided up to the reporting date, calculated at undiscounted amounts based on current wage and 
salary rates including related on-costs. 
 
Long service leave 
 
The provision for employee entitlements to long service leave represents the present value of the estimated future cash 
outflows to be made resulting from employees’ services provided to reporting date. 
 
The provision is calculated using estimated future increases in wage and salary rates including related on-costs and 
expected settlement dates based on turnover history and is discounted using the rates attaching to government 
securities at balance date which most closely match the terms of maturity of the related liabilities. 
 
Directors’ Option Plan, Executive Option Plan and Employee Share Plan 
 
Information relating to the plans is set out in Note 34. 
 
Transaction costs associated with issuing shares and options are recognised in equity subject to the extent of the 
proceeds received, otherwise expensed. Other administrative costs are expensed. 
 
Superannuation plan 
 
The Company and other controlled entities contribute to several defined contribution superannuation plans. 
Contributions are charged against income as they are made. 
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 Consolidated  The Company 
 2002  2002 
 $’000  $’000 
2. Revenue from ordinary activities    
    

Revenue from operating activities    
Sale of coal 117,568  - 
Other revenues    
From operating activities:    
       Management fee – related parties 458  615 
       Dividends – related parties -  4,113 
       Interest:    
             Related parties -  2,245 
             Other parties 999  772 
       Sundry – other parties 11  11 

Total other revenues 1,468  7,756 

Total revenue from ordinary activities 119,036  7,756 

    
3. Profit from ordinary activities before income tax expense  
  
Profit from ordinary activities before income tax expense has been arrived 
at after charging/(crediting) the following items: 
 

 

Borrowing costs relating to bank loans 1,753  - 
Less: Capitalised borrowing costs (813)  - 

 940  - 
Depreciation:    
 Buildings and infrastructure 1,346  - 
 Plant and equipment 114  15 

 1,460  15 
    
Amortisation of mining property 5,122  - 
Net foreign exchange loss  774  - 
Net expense from movements in provision for:    
 Rehabilitation 647  - 
 Employee entitlements 35  33 
Government royalties on mineral sales or production 7,624  - 
Operating lease rental expenses 195  129 
    
 $  $ 
4. Auditors’ remuneration    
Audit services:    
Auditors of the Company – KPMG    
- Audit and review of the financial reports (A) 81,500  81,500 
    
Other services:    
Auditors of the Company – KPMG    
-    Other assurance services (A) (B) 32,883      32,883 
-    Taxation services (A) 52,975      52,975 
KPMG related practice    
-    Float services (C) 270,000  270,000 

 355,858    355,858 
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 Consolidated 

2002 
$’000 

 The Company 
2002 
$’000 

4. Auditors’ remuneration (continued)    
    
(A)  All auditors’ remuneration is borne by the Company.    
(B) Other assurance services include advice in relation to accounting, corporate 
governance, continuous disclosure and risk management issues.   

   

(C)  Float services relate to the preparation of the Investigating Accountant’s report 
and associated due diligence. 

   

    
5. Taxation    
(a)  Income tax expense    
Prima facie income tax expense calculated at 30% on the profit from ordinary 
activities 

 
7,159 

  
1,697 

Increase in income tax expense due to:    
     Non allowable amortisation of mining property 1,538  - 
     Other 141  51 
Decrease in income tax expense due to:    
     Deduction for float costs (217)  (217) 
     Rebatable dividends -  (1,234) 
     Other (138)  - 

Income tax expense attributable to profit from ordinary activities 8,483  297 
    
Income tax expense attributable to profit from ordinary activities is made up of:    
  -  Current income tax provision 6,835  329 
  -  Deferred income tax provision 2,984  - 
  -  Future income tax benefit (1,336)  (32) 

 8,483  297 
(b)   Current tax liabilities    
Provision for current income tax    
Movements during the period    
      Balance at beginning of period -  - 
      Income tax paid (1,770)  - 
      Current period’s income tax provision 6,835  329 

 5,065  329 
(c)   Deferred tax liabilities    
Provision for deferred income tax    
Provision for deferred income tax comprises the estimated expense at the 
applicable rate of 30% on the following items: 

   

      Difference in depreciation and amortisation of property, plant and  
      equipment for accounting and income tax purposes 

 
342 

  
- 

      Expenditure currently deductible for tax but deferred and          
      amortised for accounting purposes 

 
5,225 

  
- 

 5,567  - 
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 Consolidated 

2002 
$’000 

 The Company 
2002 
$’000 

5. Taxation (continued) 
 

   

(d)   Deferred tax assets     
Future income tax benefit    
Future income tax benefit comprises the estimated future benefit at  
the applicable rate of 30% on the following items: 

   

      Provisions and accrued employee entitlements not currently  
      deductible  

 
812 

  
10 

      Difference in depreciation and amortisation of property, plant and 
      equipment for accounting and income tax purposes 

 
1 

  
1 

      Sundry items 21  21 
      Tax losses carried forward 1,150  - 

 1,984  32 

6.   Earnings per share     
Earnings used as the numerator in calculating earnings per share     

Net profit  15,381   
    
 Number   
Weighted average number of shares used as the denominator    

Number for basic earnings per share     

Ordinary shares 128,544,064   

Effect of directors’ and executive share options on issue 1,320,000   

Number for diluted earnings per share  129,864,064   

    

During the period no options were converted to ordinary shares.    

    

The following options issued on 5 July 2001 have not been included in the 
calculation of diluted EPS as they are not dilutive: 
§ Directors’ Option Plan                        300,000 options 
§ Executive Option Plan                        360,000 options 

   

 $’000  $’000 
7.   Cash assets    
Cash at bank and in hand 5,349  4,163 
Bank cash deposit account at call, paying interest at 4.7% at 30 June 2002 8,574  8,283 

 13,923  12,446 
8.   Receivables    
Current    
Trade debtors 7,022  - 
Other debtors 2,315  24 
Loans to associated entities – unsecured 11  11 

 9,348  35 
Non-current    
Security deposits 45  - 
Loans to employees – Employee Share Plan 104  104 
Loans to associated entities – unsecured 1,706  - 
Loans to controlled entities – unsecured -  38,650 

 1,855  38,754 

Other debtors amounts mainly comprise of GST refund due from the Australian 
Taxation Office and other amounts receivable in the ordinary course of business 
for usual operating activities. Collateral is not obtained. 
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 Consolidated 

2002 
$’000 

 The Company 
2002 
$’000 

9.    Inventories    
Coal stocks, at cost 1,069  - 
Refer to note 15 for details of security over inventories.    
.    
10.  Other financial assets    
Current    
Bank accounts – not at call 14,814  - 
Foreign currency contracts 8,796  - 
 23,610  - 
Non-current     
Investments in controlled entities – at cost -  75,393 
Foreign currency contracts 9,780  - 

 9,780  75,393 
Refer to Note 15 for details of security over investments in controlled entities. 
 

   

11.  Other assets    
Current    
Prepayments 301  68 
Overburden in advance 9,617  - 
Deferred unrealised losses foreign currency contracts 61  - 
 9,979  68 
Non-current     
Borrowing costs 813  - 
Accumulated amortisation (67)  - 
 746  - 
12.  Property, plant and equipment    

Mining property (including mining rights and coal reserves)    

-  At cost 74,850  - 

-  Accumulated depreciation (5,184)  - 

 69,666  - 

    
Freehold land    
-  At cost 129  - 
    
Buildings and infrastructure  
-  At cost 

 
21,495 

  
- 

-  Accumulated depreciation (1,359)  - 
 20,136  - 

Plant and equipment  
-  At cost 

 
723 

  
49 

-  Accumulated depreciation (114)  (15) 
 609  34 

   Capital works in progress 
-  At cost 882  - 
    
Total property, plant and equipment 
net book value 

 
91,422 

  
34 

 
Refer to note 15 for details of security over property, plant and equipment. 
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 Consolidated 

2002 
$’000 

 The Company 
2002 
$’000 

12.  Property, plant and equipment (continued)    
Reconciliations     
Reconciliation of the carrying amounts for each class of property, plant and 
equipment are set out below: 

   

Mining property    
    Carrying amount at beginning of period -  - 
    Acquisitions through acquisition of interest in joint venture 74,850  - 
    Amortisation (5,184)  - 
    Carrying amount at end of period 69,666  - 
    
Freehold land    
    Carrying amount at beginning of period -  - 
    Additions 129  - 
    Carrying amount at end of period 129  - 
    
Buildings and infrastructure    
    Carrying amount at beginning of period -  - 
    Additions 236  - 
    Acquisitions through acquisition of interest in joint venture 18,410  - 
    Transfer from capital works in progress 2,849  - 
    Depreciation (1,359)  - 
    Carrying amount at end of period 20,136  - 
    
Plant and equipment    
    Carrying amount at beginning of period -  - 
    Additions 368  49 
    Acquisitions through acquisition of interest in joint venture 355   
    Depreciation (114)  (15) 
    Carrying amount at end of period 609  34 
    
Capital works in progress    
    Carrying amount at beginning of period -  - 
    Additions 3,731  - 
    Transfers to property, plant and equipment (2,849)  - 
    Carrying amount at end of period 882  - 
    
13.  Exploration, evaluation and development expenditure     
    

Costs carried forward in respect of areas of interest in:    
    Exploration and/or evaluation phase – at cost 2,433  27 
    Development phase – at cost 50,788  - 

Total exploration, evaluation and development expenditure 53,221  27 
 
The ultimate recoupment of costs carried forward for exploration and evaluation 
phases is dependent on the successful development and commercial exploitation 
or sale of the respective areas. 
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2002 
$’000 

 The Company 
2002 
$’000 

14.  Payables    
Current    
Trade creditors 4,226  140 
Other creditors and accruals 13,090  109 
Loan from associated entity – unsecured 237  - 

 17,553  249 
Non-current   
Other creditors and accruals 10,000 - 
   

15.  Interest bearing liabilities  

 

 
Current    
Bank loans – secured 4,774  - 
    
Non-current    
Bank loans – secured 14,922  - 
    
Financing arrangements     
The consolidated entity has access to the following lines of credit: 
 

   

Total facilities available:    
    
Bank loans – cash advance term loan (US$9,797,717) 17,449  - 
                   – revolving cash advance working capital loan  6,075  - 
Bank guarantee 17,477  - 
 41,001  - 
Total facilities utilised at balance date:    
    
Bank loans – cash advance term loan (US$9,795,868) 17,446  - 
                   – revolving cash advance working capital loan 2,250  - 
Bank guarantee 3,864  - 
 23,560  - 
Facilities not utilised at balance date:    
    
Bank loans – cash advance term loan (US$1,849) 3  - 
                   – revolving cash advance working capital loan 3,825  - 
Bank guarantee 13,613  - 
 17,441  - 
 
Bank loans  
 
A non-recourse project finance facility applicable to the Coppabella Mine is in place with the debt being held by 
Coppabella Coal Pty Ltd, a controlled entity. Bank loans provided as part of the project finance facility are: 
 
1. Cash advance term loan 

 
The loan is denominated in United States dollars and is to be amortised on a diminishing basis over the period to 15 
February 2007. An amount of A$4,774,000 (US$2,680,650) is included in current liabilities, being the amount 
payable within one year. The balance of A$12,672,000 (US$7,115,218) is included in non-current liabilities. 
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15.  Interest bearing liabilities (continued) 

 
The interest rate applicable to the cash advance term loan comprises LIBOR plus a margin of 1.55% per annum.    
The effective interest rate is 3.41% per annum at 30 June 2002. 
 
2. Revolving cash advance working capital loan 

 
The revolving cash advance working capital loan is denominated in Australian dollars. The amount drawn at 30 
June 2002 is A$2,250,000 and is included in non-current liabilities. The loan is available up until 15 February 
2007. 
 
The interest rate comprises a base rate based on BBSY plus a margin of 1.55% per annum. The effective interest 
rate is 6.57% per annum at 30 June 2002. Additionally, a commitment fee of 0.70% per annum is payable on the 
unused portion of the revolving cash advance working capital loan facility. 
 
3. Bank guarantee facility 
 
The bank guarantee facility is denominated in Australian dollars and is available until 15 February 2007. Bank 
guarantee fees are payable at 0.70% per annum and a fee of 0.35% per annum applies to the unused portion of the 
bank guarantee facility. 
 
Security 
 
The Bank Loans are secured by charges over the consolidated entity’s interest in the Coppabella Joint Venture 
including all of the assets and undertakings of the controlled entity, Coppabella Coal Pty Ltd and the Company’s 
shares in Coppabella Coal Pty Ltd and intercompany loans to that controlled entity. 
 
The carrying amount of the pledged non-current assets are as follows: 
 
 
 

Consolidated 
2002 
$’000 

 The Company 
2002 
$’000 

Mining property 66,874  - 
Buildings and infrastructure 20,136  - 
Plant and equipment 568  - 
Capital works in progress 662  - 
Exploration, evaluation and development expenditure 8,968  - 
Receivables 1,715  - 
Other financial assets 9,780  - 
Deferred tax assets 802  - 
Other 746  - 
Shares in Coppabella Coal Pty Ltd -  56,385 
Loans to Coppabella Coal Pty Ltd  -  24,617 

Total pledged 110,251  81,002 
    
16.  Provisions     
Current    
Employee entitlements  30  28 
Rehabilitation 675  - 

 705  28 
Non-current    
Employee entitlements 5  5 
Rehabilitation 1,997  - 
 2,002  5 
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 Consolidated 

2002 
$’000 

 The Company 
2002 
$’000 

17.   Other financial liabilities    
Current    
Foreign currency contracts 61  - 
    
18.   Other liabilities    
Current    
Deferred unrealised gains on foreign currency contracts 8,796  - 
Deferred unrealised gains on US dollar bank loan 341   
Deferred realised gains on foreign currency contracts 267  - 

 9,404  - 
Non-Current    
Deferred unrealised gains on foreign currency contracts 9,780  - 
Deferred unrealised gains on US dollar bank loan 905  - 

 10,685  - 
19.  Contributed equity    
Share capital    
128,544,064 ordinary shares, fully paid 124,931  124,931 
 
Movements during the period  

   

    
Balance at beginning of period   -  - 
    
Shares issued    
- 73,096,064 for the purchase of a 45% interest in the Coppabella 

Joint Venture and assets and liabilities associated with Coppabella 
Coal Mine, which includes a 20.7% interest in the Moorvale Project  

 
 

73,096 

  
 

73,096 
- 19,008,000 for purchase of two controlled entities together owning 

54% of the Moorvale Project 
 

19,008 
  

19,008 
- 440,000 for purchase of a 55% interest in the Nebo South Joint  
       Venture 

 
440 

  
440 

- 39,000,000 for cash pursuant to a Prospectus including 180,000  
issued under the Employee Share Plan 

 
39,000 

  
39,000 

- Transaction costs arising from issue for cash pursuant to a  
Prospectus 

 
(3,613) 

  
(3,613) 

    
Shares cancelled    
- 3,000,000 shares (3,000)  (3,000) 
 124,931  124,931 
Shares cancellation    
 
On 2 July 2001, 3,000,000 shares held by a company associated with the Managing Director, Ken Talbot, and 
representing 2.3% of ordinary shares on issue on that date, were cancelled. The total consideration of the 
shares cancelled was $3,000,000 which was allocated to contributed equity.  
 
Terms and conditions  
 
Holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to 
one vote per share at shareholders’ meetings. 
 
In the event of winding up of the Company, ordinary shareholders rank after creditors and are fully entitled to 
any proceeds of liquidation. 
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19.  Contributed equity (continued) 
 
Escrow 
Interests associated with the Managing Director, Mr Ken Talbot and with a substantial shareholder, American 
Metals & Coal International Inc., have entered into voluntary escrow agreements with the Company whereby 
they have undertaken not to dispose of any of their ordinary shares totalling 71,604,289 until 14 days after the 
30 June 2002 financial period results are released to the Australian Stock Exchange Limited without prior 
written agreement of the Company.   
 
 
 

Consolidated 
2002 
$’000 

 The Company 
2002 
$’000 

20.   Retained profits    
Retained profits at beginning of period  -  - 
Net profit   15,381  5,360 
Dividends  (4,113)  (4,113) 
Retained profits at end of period  11,268  1,247 
     
21.   Dividends      
 Cents  

per 
share  

 Total 
Amount 

$’000 

Date of 
payment 

Tax rate for 
franking credit 

Percentage 
franked 

2002       
Interim – ordinary 3.2  4,113 12 March 2002 30% 100% 

No unfranked dividends have been declared or paid during the period.  
 

Dividend franking account 

     The 
Company 

2002 
$’000 

30% franking credits available to shareholders of the Company 
for subsequent financial years 

 
767 

 
The above available amounts are based on the balance of the dividend franking account at period-end adjusted for: 
(a) franking credits that will arise from the payment of the amount of the provision for income tax 
(b) franking debits that will arise from the payment of dividends recognised as a liability at the period-end 
(c) franking credits that will arise from the receipt of dividends recognised as receivables at the period-end  
(d) franking credits that the entity may be prevented from distributing in subsequent years. 
 
The ability to utilise the franking credits is dependent upon there being sufficient available profits to declare 
dividends. 
 
From 1 July 2002 the New Business Tax System (Imputation) Act 2002 requires measurement of franking credits 
based on the amount of income tax paid, rather than on after-tax profits. 
 
As a result the “franking credits available” were converted from $767,000 to $329,000 as at 1 July 2002. 
   
The change in the basis of measurement does not change the value of franking credits to shareholders who may be 
entitled to franking credit benefits. 
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22.  Segment reporting 
 
Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be 
allocated on a reasonable basis.  Unallocated items mainly comprise income earning assets and revenue, interest 
bearing loans, borrowings and expenses, and corporate assets and expenses.  Segment capital expenditure is the total 
cost incurred during the period to acquire segment assets that are expected to be used for more than one period. Inter-
segment pricing is determined on an arm’s length basis. 
 
Business segments  
 
Current Period Coppabella 

$’000 
Moorvale 

$’000 
Monto 
$’000 

Exploration 
$’000 

Other 
$’000 

Eliminations 
$’000 

Consolidated 
$’000 

External revenue 118,164 - 89 - 783 - 119,036 
Inter-segment revenue - - - - 6,973 (6,973) - 

Total segment revenue  118,164 - 89 - 7,756 (6,973) 119,036 
        
Result        
Segment result 22,868 (242) (35) (178) 5,657 (4,206) 23,864 
Profit from ordinary 
activities before tax 

       
23,864 

Income tax expense       (8,483) 
Profit from ordinary 
activities after tax 

       
15,381 

        
Depreciation and amortisation             6,635 - - - 15 - 6,650 
Non-cash expenses other 
than depreciation and 
amortisation 

 
 

653 

 
 

- 

 
 

2 

 
 

- 

 
 

33 

 
 

- 

 
 

688 
        
Assets         
Segment assets 150,007 29,566 22,727 2,471 126,789 (114,623) 216,937 

Consolidated total assets      216,937 
      
Liabilities     
Segment liabilities 89,685 

 
3,588 22,752 3,239 611 (39,137) 80,738 

Consolidated total liabilities      80,738 
       
Acquisitions of non-
current assets 

 
99,027 

 
27,948 

 
21,936 

 
2,406 

 
49 

 
- 

 
151,366 

 
Geographical segments  
 
The consolidated entity operates predominantly in Australia.  All segment revenue, profit, assets and liabilities from 
ordinary activities relate to operations in Australia. 
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23.    Interests in joint ventures  
 
The consolidated entity holds the following interests in various joint ventures whose principal activities are coal 
mining, exploration and development. 
 

 Coppabella  
Joint Venture  

Nebo South  
Joint Venture  

Bowen Basin 
Coal Exploration 

Joint Venture  

Moorvale  
 Project* 

Monto  
Joint Venture  

     Joint Venture %      
     Interest held at  
     30 June 2002 

 
45% 

 
55% 

 
4.17% 

 
74.7% 

 
51% 

     Principal     
     activity 

 
Coal mining 

 
Exploration 

 
Exploration 

 
Development 

 
Development 

 
* The participants of the Moorvale Project are in the process of forming a joint venture. As at 30 June 2002, the joint 
venture does not legally exist. However, the contributions to and expenditure on the project have been treated as 
though the joint venture is in place. 
  
During the period ended 30 June 2002, the consolidated entity together with the other venturers, were tenants-in-
common in various areas of mining interest.  For the period ended 30 June 2002, the contribution of the Coppabella 
Joint Venture to the operating profit of the consolidated entity was $26,290,000. The value of the consolidated entity’s 
45% share of coal mined during the period by Coppabella Joint Venture was $117,568,000, after allowing for costs 
incurred by the consolidated entity in receiving those products.  There was no coal mined by the other joint ventures 
during the period. 
 
Included in the assets and liabilities of the consolidated entity are the following items which represent the consolidated 
entity’s interest in the assets and liabilities employed in the joint ventures, recorded in accordance with the accounting 
policies described in Note 1(c). 
 
 Consolidated 

2002 
$’000 

 The Company 
2002 
$’000 

Current assets  
Cash assets 

 
1,399 

  
- 

Receivables 
Inventories 

2,078 
1,069 

 - 
- 

Other 9,850  - 
Total current assets  14,396  - 
Non-current assets    
Receivables 109  - 
Property, plant and equipment 88,596  - 
Exploration, evaluation and development 53,184  - 

Total non-current assets 141,889  - 
Total assets  156,285  - 
Current liabilities    
Payables 11,910  - 
Provisions 675  - 
Total current liabilities 12,585  - 
Non-current liabilities    
Provisions 1,997  - 
Total non-current liabilities 1,997  - 

Total liabilities 14,582  - 

 
Refer to Notes 25 and 26 for details of commitments and contingent liabilities.
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24.  Notes to the statements of cash flows  
(a) Reconciliation of cash  

For the purposes of the statements of cash flows, cash includes 
cash on hand and at bank and short term deposits at call, net of 
outstanding bank overdrafts.  Cash as at the end of the financial 
period as shown in the statements of cash flows is reconciled to 
the related items in the statements of financial position as 
follows: 
 Note Consolidated 

2002 
$’000 

 The Company 
2002 
$’000 

Cash assets 7 13,923  12,446 
     
(b) Reconciliation of operating profit after income tax to net 
cash provided by/(used in) operating activities 

   

Profit from ordinary activities after income tax  15,381 

 

5,360 
     
Add/(less) non-cash items:      
    Amortisation - mining property  5,122  - 
                          - borrowing costs  67  - 
    Amounts set aside to provisions  682  33 
    Depreciation  1,460  15 
    Increase in income tax payable    5,065  329 
    Increase in net deferred tax payable   1,648  (32) 
     
Net cash provided by/(used in) operating activities  before     
change in assets and liabilities 
 

 29,425  5,705 

     (Increase)/decrease in receivables  (2,868)  (139) 
     (Increase)/decrease in inventories  2,849  - 
     (Increase)/decrease in overburden in advance  (2,281)  - 
     (Increase)/decrease in prepayments  (301)  (68) 
 (Increase)/decrease in capitalised borrowing costs  (813)  - 
 (Decrease)/increase in creditors and accruals  (374)  249 
 (Decrease)/increase in deferred realised gains on  

foreign currency contracts 
  

267 
  

- 

Net cash provided by/(used in) operating activities  25,904  5,747 

     
 (c)  Non cash financing and investing activities 
During the financial period the consolidated entity acquired property, 
plant and equipment and the Company acquired investments in controlled 
entities and made advances to controlled entities by means of issue of 
shares. The aggregate fair value of these transactions was $92,544,000.   
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 Consolidated 

2002 
$’000 

 The Company 
2002 
$’000 

25.  Commitments    
(a)  Capital expenditure commitments     
Joint ventures    
Land, buildings and infrastructure – contracted for but not provided 
for and payable: 

   

   Within one year 5,255  - 

    
(b)  Operating lease commitments     
Future operating lease rentals not provided for in the 
financial statements and payable: 

   

   Not later than one year 140  132 
   Later than one year but not later than five years 292  276 
 432  408 
The Company leases property under non-cancellable operating 
leases expiring from three to five years. Leases generally provide 
the Company with a right of renewal at which time all terms are 
negotiated. 

   

    
(c)  Mining leases – Joint ventures    
Future mining lease rentals not provided for and payable:    
   Not later than one year 67  - 
   Later than one year but not later than five years 249  - 
   Later than five years 739  - 
 1,055  - 
    
(d)   Exploration expenditure commitments     
In order to maintain current rights of tenure to exploration 
tenements, the consolidated entity is required to perform minimum 
exploration work to meet the minimum expenditure requirements 
specified by various State governments.  The expenditure 
obligations are subject to renegotiation when application for a 
mining lease is made and at other times.  These obligations are not 
provided for and are payable: 

   

   Within one year 476  - 
   One year or later and no later than five years 72  - 
 548  - 
    
(e)  Operating commitments – Joint ventures    
Commitments under the electricity, water, rail, port, coal washing 
plant and train loading facility agreements for the Coppabella Joint 
Venture not provided for and payable:  

   

   Not later than one year 8,659  - 
   Later than one year but not later than five years 31,617  - 
   Later than five years 28,260  - 
 68,536  - 

The above amounts represent minimum commitments under these arrangements.    
 
In addition to the operating commitments in (e) above, other contracts on commercial terms and conditions have 
been entered into with contractors for overburden and mining operations at Coppabella Coal Mine and with original 
landowners regarding royalty arrangements. As the amounts payable under the contracts vary with the quantities 
mined and sold, future commitments are not able to be reliably assessed and quantified.    
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25. Commitments (continued) 
(f)   Other commitments  
 
(i)  The consolidated entity has given an undertaking to a contractor to purchase a dragline for the residual amount 
at the end of the contract or on early termination of the contract.   During the life of the contract the total liability 
ranges between $18,450,000 on commissioning and $9,810,000 residual value.  Residual value is assessed as being 
fair value of the dragline at balance date.  From further negotiations with the financiers, the residual value may 
reduce to $6,750,000. 
 
(ii)  The Company has guaranteed the obligations of Monto Coal 2 Pty Ltd, a controlled entity, in relation to 
outstanding payments in connection with acquisition of Monto Coal 2 Pty Ltd’s 51% interest in the Monto Coal 
Joint Venture. 
 
(iii)   Sale Agreements have been entered into by the consolidated entity with Mapella Pty Ltd and Winview Pty 
Ltd, participants of the Coppabella Joint Venture, whereby those existing participants have each agreed to sell a 
2.5% interest in the Coppabella Joint Venture to Coppabella Coal (Jpn) Pty Ltd, a controlled entity of the 
Company, with settlement to occur on 1 July 2002.  Refer Note 35 for further details. 
 
Joint Ventures 
Deeds of cross charge 
 
(iv)  The payment of cash calls to cover Coppabella Coal Pty Ltd’s, a controlled entity, share of operating and 
capital costs in the Coppabella Joint Venture is secured by a guarantee from the Company and a charge over 
Coppabella Coal Pty Ltd’s interest in the Coppabella Joint Venture in favour of the other joint venturers and 
Australian Premium Coals Pty Ltd as the manager of the Coppabella Joint Venture. 
 
(v) The payment of cash calls to cover Monto Coal 2 Pty Ltd’s, a controlled entity, share of operating and capital 
costs in the Monto Coal Joint Venture is secured by a charge over Monto Coal 2 Pty Ltd’s interest in the Monto 
Coal Joint Venture in favour of the other joint venturers. 
 
(vi) The payment of cash calls to cover Macarthur Exploration Pty Ltd’s, a controlled entity, share of operating and 
capital costs in the Nebo South Joint Venture is secured by a guarantee from the Company and a charge over 
Macarthur Exploration Pty Ltd’s interest in the Nebo South Joint Venture in favour of the other joint venturers.  
 
(vii)  Farm-in obligations (refer (viii) below) and payment of cash calls to cover Macarthur Exploration Pty Ltd’s, 
a controlled entity, share of operating and capital costs in the Bowen Basin Coal Exploration Joint Venture is 
secured by a charge over Macarthur Exploration Pty Ltd’s interest in the Bowen Basin Coal Exploration Joint 
Venture in favour of the other joint venturers. 
 
Other 
 
(viii)  A farm-in arrangement has been entered into between Macarthur Exploration Pty Ltd, a controlled entity, 
and the participants of the Bowen Basin Coal Exploration Joint Venture which entitles Macarthur Exploration Pty 
Ltd to earn an interest in various exploration tenements including the Olive Downs Project progressively as it 
fulfils its exploration expenditure commitments totalling $7.5 million over a 4 year period.  
 
(ix)   The Company has guaranteed the commitments of Coppabella Coal Pty Ltd, Moorvale Coal Pty Ltd, 
Moorvale Interest Pty Ltd, Macarthur Exploration Pty Ltd and Monto Coal 2 Pty Ltd, controlled entities, in 
relation to royalty arrangements. 
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26.   Contingent liabilities 
 
The details and estimated maximum amounts of contingent liabilities that may become payable are set out below.  The 
directors are of the opinion that provisions are not required in respect of the contingent liabilities, as it is not probable 
that a future sacrifice of economic benefits will be required or the amount is not capable of reliable measurement. 
 
Indemnities 
 
Indemnities have been provided to directors and certain executive officers of the Company in respect of liabilities to 
third parties arising from their positions, except where the liability arises out of conduct involving a lack of good faith.  
No monetary limit applies to these agreements and there are no known obligations outstanding at 30 June 2002. 
 
Monto Coal 2 Pty Ltd, a controlled entity, has agreed to indemnify Queensland Rail for the costs incurred by it to 
upgrade the Monto to Gladstone rail line until the Monto Coal Joint Venture enters into a rail haulage agreement with 
Queensland Rail. At 30 June 2002 Queensland Rail had incurred total costs of $448,000 and has further commitments 
of $535,000 for the rail upgrade. Monto Coal 2 Pty Ltd’s 51% share of the Queensland Rail’s costs and commitments 
at 30 June 2002 is $229,000 and $273,000 respectively.  
 
Guarantees 
 
Coppabella Coal Pty Ltd, a controlled entity, as a participant of the Coppabella Joint Venture, has provided bank 
guarantees totalling $3,864,000 in respect of rehabilitation works, electricity and rail facilities. 
 
 
Litigation 
 
On 21 July 2000 a contractor lodged a claim in the Supreme Court of Queensland for damages for breach of 
contract.  The consolidated entity’s portion of the claim is $2,205,000. Australian Premium Coals Pty Ltd, manager 
of the Coppabella Joint Venture, and the directors of the Company, are of the opinion, based on legal advice, that no 
provision is required. 

  
Environmental 

      
Current Queensland Government environment policy requires the preparation of an Environmental Management 
Overview Strategy (EMOS) and a Plan of Operations detailing the quality, timing and standards of planned mine 
rehabilitation work. The Coppabella Joint Venture has prepared an EMOS and its new Plan of Operations has been 
accepted by the Environmental Protection Agency. In addition to the EMOS and the Plan of Operations, the 
consolidated entity is required to lodge securities with the Department of Natural Resources and Mines to ensure 
compliance with relevant legislation. The total amount of the guarantees lodged with the Department of Natural 
Resources and Mines as at 30 June 2002 is $2,808,000 (included in the amount of guarantees referred to above). A 
further guarantee was lodged with the Department dated 17 July 2002 for $630,000. 
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27.   Controlled entities   
  

 
Note 

Consolidated  
2002 
% 

 

(a) Particulars in relation to controlled entities    
        Name     
        Parent entity    
        Macarthur Coal Limited    
        Controlled entities    
        Coppabella Coal Pty Ltd  100  
        Coppabella Coal (Jpn) Pty Ltd (A) 100  
        Moorvale Coal Pty Ltd (A) 100  
        Moorvale Interest Pty Ltd (A) 100  
        Macarthur Exploration Pty Ltd (A) 100  
        Macarthur Coal Management Pty Ltd (A) 100  
        Monto Coal Pty Ltd (A) 100  
        Monto Coal 2 Pty Ltd  (A) 100  
    
All controlled entities were incorporated and carry on business in Australia. 
 
(A) No separate audit opinion is issued as it is not required in the place of incorporation. The results and the state of 
affairs of the entity have been reviewed in forming the audit opinion on the financial report of the consolidated 
entity. 
    
(b) Acquisition of controlled entities 
The following controlled entities were acquired during the period: 
 Consolidated 

entity’s 
interest 

 
 
Consideration 

 
 

Date of acquisition 
 2002 2002  
 % 

 
$’000  

Coppabella Coal Pty Ltd     (A) 100 Note (C) 30 April 2001 
Coppabella Coal (Jpn) Pty Ltd 100 Note (C) 17 April 2001 
Moorvale Coal Pty Ltd        (B) 100 9,504 2 July 2001 
Moorvale Interest Pty Ltd    (B) 100 9,504 2 July 2001 
Macarthur Exploration Pty Ltd 100 Note (C) 3 May 2001 
Macarthur Coal Management Pty Ltd 100 Note (C) 3 May 2001 
Monto Coal Pty Ltd 100 Note (C) 10 October 2001 
Monto Coal 2 Pty Ltd 100 Note (C) 3 May 2002 
    
(A) Coppabella Coal Pty Ltd purchased a 45% interest in the Coppabella Joint Venture and the assets and 

liabilities associated with the Coppabella Coal mine.  At the same time Coppabella Coal Pty Ltd also 
purchased a 20.7% interest in the Moorvale Project as a result of the Moorvale Coal deposit extending into 
EPC 646 which is held by the Coppabella Joint Venture. 

  
(B) Moorvale Coal Pty Ltd and Moorvale Interest Pty Ltd together hold a 54% interest of the Moorvale Project as 

a result of their 100% ownership of EPCs 649 and 680. 
 
Details of the acquisitions are as follows: 

 Consolidated 
2002 
$’000 

 The Company 
2002 
$’000 

 Consideration 19,008  19,008 
 Cash acquired -  - 
 Issue of shares 19,008  19,008 
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27.   Controlled entities (continued) 
 

Consolidated 
2002 
$’000 

 The Company 
2002 
$’000 

 Fair value of net assets of entity acquired:    
    Exploration expenditure 19,330  19,330 
    Deferred tax assets 40  40 
    Receivables 20  20 
    Deferred tax liabilities (382)  (382) 
 Consideration 19,008  19,008 

  
(C) Companies were purchased as shelf companies for nominal cost. The shelf companies had no assets nor had 

operated at the date of acquisition. 
 
28.      Investments in associated entities 
Details of investments in associates are as follows: 
 

Name Principal activities Balance Date  Interest held 
2002 

% 
Australian Premium Coals Pty Ltd Manager of the Coppabella 

Joint Venture 
30 June 45 

Bistrotel Pty Ltd Property Owner 30 June 45 
    

The carrying amount of investments in associated entities at 30 June 2002 is $90. The impact of the results and 
operations of these associated entities is not material to the consolidated entity and accordingly have not been equity 
accounted. 
 
29. Directors’ remuneration 
  Consolidated  

2002 
 The Company 

2002 
Number 

Directors’ income      
     
The number of directors of the Company whose income from the 
Company or any related party falls within the following bands: 

   

$  30,000 - $   39,999    2 
$  50,000 - $   59,999    1 

$260,000 - $ 269,999    1 
     

Total income paid or payable, or otherwise made available, to 
all directors of the Company and controlled entities from the 
Company or any related party 

 $ 
 

378,048 

 $ 
 

378,048 

     
30.      Executives’ remuneration       
  Number  Number 
The number of Australian based executive officers of the 
Company and of controlled entities, whose remuneration from 
the Company or rela ted parties, and from entities in the 
consolidated entity, falls within the following bands: 

    

$160,000 - $169,999  1  1 
  $  $ 
Total income in respect of the financial period received, or due 
and receivable, from the Company, entities in the consolidated 
entity or related parties by executive officers of the Company 
and of controlled entities whose income is $100,000 or more 

 

 
169,653 

 

 
169,653 
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31.     Related parties 
 
Directors  
 
The names of each person holding the position of director of Macarthur Coal Limited during the financial period are 
the Hon. K. De Lacy and Messrs R. Marshall, K. Talbot, D. Nissen, D. Clarke, K. Prior and D. McGann. 
 
Messrs. D. Clarke, K. Prior and D. McGann resigned as directors on 2 May 2001. 
 
Details of directors’ remuneration are set out in Note 29. 
 
The Company has entered into standard deeds of indemnity and access with the Directors. 
 
Apart from the details disclosed in this note, no director has entered into a material contract with the Company or the 
consolidated entity since incorporation and there were no material contracts involving directors’ interests subsisting at 
period end. 
 
There were no loans to directors during the period or to the date of this report. 
 
Directors’ holdings of shares and share options 
 
The interests of directors of the reporting entity and their director-related entities in shares and share options of entities 
within the consolidated entity at period-end are set out below. 
 
 Consolidated 

2002 
Number held 

Macarthur Coal Limited                                                                              
      Ordinary shares        63,455,014 
      Options over ordinary shares      900,000 
                                                       
Directors’ transactions in shares and share options 
 
During the period, the directors acquired an aggregate of 66,455,014 ordinary shares and 3,000,000 ordinary shares 
were cancelled. 
 
On 5 July 2001 the Company granted options over 900,000 unissued shares under the Directors’ Option Plan.  Options 
granted to directors were on the same terms and conditions as those granted to other employees.  No further options 
have been issued and no options have been exercised during the period. 
 
Directors’ transactions with the Company or its controlled entities 
 
The Managing Director/Chief Executive Officer, or his director-related entities, hold positions in other entities that 
result in them having control or significant influence over the financial or operating policies of these entities. 
 
The terms and conditions of the transactions with the director and the director related entities were no more favourable 
than those available, or which might reasonably be expected to be available, on similar transactions to non-director 
related entities on an arm’s length basis. 
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31.     Related parties (continued) 
The aggregate amounts recognised during the period relating to the director and his director-related entities were as 
follows: 
 
Director Transaction  Consolidated  The Company 

   2002  2002 
   $  $ 
K Talbot  Office rental by the Company  106,609  106,609 
K Talbot Purchase of management fee rights  3,000,000  - 
K Talbot Acquisition of 35% interest in Coppabella Joint Venture  66,045,378  66,045,378 
K Talbot Acquisition of Moorvale Coal Pty Ltd  9,504,000  9,504,000 

K Talbot Acquisition of 45% interest in Nebo South Joint Venture  360,000  360,000 
K Talbot Cancellation of shares  3,000,000  3,000,000 
K Talbot Acquisition of shares in Australian Premium Coals Pty Ltd 

and Bistrotel Pty Ltd 
 70  70 

K Talbot Payment of dividend  2,023,952  2,023,952 
K De Lacy Payment of dividend  3,296  3,296 

R Marshall Payment of dividend  3,200  3,200 
R Marshall Payment of consultancy fees for supervision of the Farm-in 

arrangement in the Bowen Basin Coal Exploration Joint Venture  
 

100,000 
  

- 
 
Amounts payable to directors and their director-related entities at balance date  
arising from related party transactions were as follows: 
 
Current payables    
     Trade Creditors 19,021  10,321 
    
Non-director related parties    
The classes of non-director related parties are:    
§ associated companies 
§ wholly-owned controlled entities 
§ joint venture entities 
 

   

Transactions    
All transactions with non-director related parties are on normal terms and conditions. 
 
The Company charges interest at normal commercial rates on loans to its wholly-owned controlled entities. The loans 
to the wholly-owned controlled entities are unsecured and have no fixed repayment terms. Interest is charged monthly 
at 7.3% per annum on the outstanding balance. Interest totalling $2,245,000 was charged to the wholly-owned 
controlled entities during the period. 
 
The Company also charges management fees to its wholly-owned controlled entities based on the total corporate 
office expenses. Management fees totalling $615,000 were charged to the wholly-owned controlled entities during the 
period. 
 
A wholly-owned controlled entity, Coppabella Coal Pty Ltd, paid a dividend of $4,113,000 to the Company. 
 
The aggregate amounts receivable and payable by the consolidated entity and the Company from non-director related 
parties are shown in Notes 8 and 14.     
 
Macarthur Coal Management Pty Ltd, a controlled entity, charges management fees to Australian Premium Coals Pty 
Ltd, an associated entity, pursuant to the Management Fee Deed dated 31 August 1998.  The management fee paid is 
equal to 0.5% of the aggregate FOB revenue paid to the Coppabella Joint Venture participants from the sale in 
aggregate of the first 2 million tonnes of coal in each financial year for the life of the Deed. 
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32.  Additional financial instruments disclosure  
 
(a)  Interest rate risk 
 
Interest rate risk exposures 
 
The consolidated entity’s exposure to interest rate risk and the effective weighted average interest rate for classes of 
financial assets and financial liabilities are set out below: 

   
FIXED INTEREST MATURING 

IN:   
 

Note 

Weighted 
average 
interest 

rate  

Floating 
interest 

rate 
$’000 

1 year 
or less 
$’000 

1 to 5 
years 
$’000 

More 
than 5 
years 
$’000 

Non-
interest 
bearing 
$’000 

Total 
$’000 

2002         
Financial assets         
Cash assets  7 4.7% 8,574 - - - 5,349 13,923 
Receivables 8 - - - - - 11,203 11,203 
Other financial assets  10 1.6% 14,814 - - - 18,576 33,390 
   23,388 - - - 35,128 58,516 
Financial liabilities         
Payables 14 - - - - - 27,553 27,553 
Bank loans 15 3.8% 19,696 - - - - 19,696 
Employee entitlements 33 6.1% - - 5 - 30 35 

   19,696 - 5 - 27,583 47,284 
         

 
(b)    Foreign exchange risk 

 
The consolidated entity enters into forward foreign exchange contracts to hedge a proportion of anticipated coal sale 
proceeds denominated in United States dollars, subject to Board approved limits. The terms of these contracts are 
rarely more than 2 years.  The amount of anticipated future sales is forecast in light of current conditions in foreign 
markets, commitments from customers and experience. All sales from the first of each quarter, after allowing for the 
natural hedge designations referred to below, are designated as being hedged until all hedge contracts are fully 
utilised. Notes 1(f) and (g) set out the accounting treatment for foreign currency transactions and hedges.  
 
The following table sets out the gross Australian dollar value to be received under foreign currency contracts, the 
weighted average contracted exchange rates and the settlement periods of outstanding contracts for the consolidated 
entity. 
 

 Consolidated 
Sell US dollars 2002  

Weighted average  
 rate 

2002 
$’000 

Not later than one year 0.5104 95,899 
Later than one year but not later than two years 0.4888 75,497 
         171,396 
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32.  Additional financial instruments disclosure (continued) 
 
(b)     Foreign exchange risk (continued) 
 
The net deferred costs and exchange gains and losses on hedges of anticipated foreign currency sales recognised in 
other assets and other liabilities at Notes 11 and 18 and the timing of their anticipated recognition as part of sales are: 

 Consolidated  
Net gain/(loss) 

2002 
$’000 

Not later than one year   9,002 
Later than one year but not later than two years   9,780 
 18,782 

Foreign currency borrowings – specific natural hedge 
 
As described in Note 1(f), foreign currency borrowings have been designated as a specific hedge of future coal sales 
over the anticipated repayment term of the debt. The following table sets out the Australian dollar equivalent of United 
States dollar foreign currency borrowings used to hedge United States dollar coal sales, the weighted average 
exchange rate and the anticipated timing of recognition of any unrealised gains or losses at 30 June 2002: 
 

 Weighted 
average rate  

2002 

 
Amount 

2002 
$’000 

Unrealised 
Gains/(losses) 

2002 
$’000 

Not later than one year 0.5241 5,115 341 
Later than one year but not later than two years 0.5241 4,893 326 
Later than two years but not later than three years 0.5241 4,448 297 
Later than three years but not later than four years 0.5241 4,236 282 
       18,692         1,246 
 

The foreign currency borrowings are hedging anticipated coal sales. In accordance with the accounting policy note 
described in Note 1(f), any unrealised gains and losses on the hedge transactions will be recognised in the financial 
statements when the underlying transaction occurs. 
  
 (c) Commodity price risk 
 
The consolidated entity manages commodity price risk by ensuring that approximately one third of its expected sales 
quantities are sold under contracts with a term greater than one year.  Such contracts are generally reviewed annually 
for price.  The remainder of expected sales quantities are sold under contracts arranged annually commencing on 1 
April. 

 
 (d) Credit risk exposures 
 
Credit risk represents the loss that would be recognised if counterparties failed to perform as contracted. 
 
Recognised financial instruments  
The credit risk on financial assets of the consolidated entity which have been recognised on the statement of financial 
position, is the carrying amount, net of any provision for doubtful debts. 
 
The consolidated entity minimises concentrations of credit risk by undertaking transactions with a number of 
customers in various countries. 
 
Concentration of credit risk at balance date on trade debtors are:  Japan 49% and Europe 51%. 
 
Credit risk on cash, deposits and derivative contracts is managed by ensuring that counterparties are recognised 
financial intermediaries with acceptable credit ratings. 
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32.  Additional financial instruments disclosure (continued) 
 
(d) Credit risk exposures (continued) 
 
Foreign exchange contracts are subject to credit risk in relation to the relevant counterparties, which are principally 
large financial institutions.  The maximum credit risk exposure on foreign currency contracts is the full amount of the 
foreign currency the consolidated entity pays when settlement occurs, should the counterparty fail to pay the amount 
which it is committed to pay the consolidated entity.  The full amount of the exposure is included in Note 32(b) above. 

 
(e)  Net fair values of financial assets and liabilities 

 
The consolidated entity’s financial assets and liabilities are included in the statement of financial position at amounts 
that approximate fair value. 

  
 

Note 

Consolidated 
2002 
$’000 

 The Company 
2002 
$’000 

33.   Employee entitlements     
 
Aggregate liability for employee entitlements, 
including  
on-costs: 

    

Current 16 30  28 
Non-current 16 5  5 
  35  33 
The present values of employee entitlements not 
expected to be settled within twelve months of balance 
date have been calculated using the following weighted 
averages: 

    

Assumed rate of increase in wage and salary rates  3.1%  3.1% 
Discount rate  6.06%  6.06% 
Settlement term (years)  10  10 
     
Number of employees     
Number of employees at period end  15  10 
     
Superannuation plans      
 
The Company and its controlled entities contribute to several defined contribution superannuation plans.  
 
34.   Directors’ Option Plan, Executive Option Plan and Employee Share Plan 
 
Directors’ Option Plan 
 
The Company has a directors’ option plan for the Board of Directors. 
 
There are no voting rights attached to unissued ordinary shares. Voting rights will be attached to unissued ordinary 
shares when the options have been exercised.  
 
All options expire on the earlier of their expiry date or the date the holder ceases to be a director of the Company or 
the date the holder is dismissed for misconduct or for reasons involving fraud. 
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34.   Directors’ Option Plan, Executive Option Plan and Employee Share Plan (continued) 
 
Directors’ Option Plan (continued) 
 
Unissued ordinary shares of the Company under option are: 
 

 
 

Issue  
date 

 
 

Expiry 
Date 

 
 

Exercise 
price 

 
 

Options  
Issued 

Total options 
exercised and 
shares issued  

2002 
 

Unissued shares 
and options 

available  
2002 

5 July 2001 5 July 2006 $1.15 300,000 - 300,000 
5 July 2001 5 July 2006 $1.30 300,000 - 300,000 
5 July 2001 5 July 2006 $1.45 300,000 - 300,000 

   900,000 - 900,000 
 

The market price of shares under these options as at 30 June 2002 was $1.30. 
No options expired during the period ended 30 June 2002. 
 
Executive Option Plan 

 
The Company has an executive option plan for key employees of the Company and Australian Premium Coals Pty 
Ltd, an associated entity. 
 
There are no voting rights attached to unissued ordinary shares. Voting rights will be attached to unissued ordinary 
shares when the options have been exercised.  
 
All options expire on the earlier of their expiry date or the date the holder ceases to be an executive or the date the 
holder is dismissed for misconduct or for reasons involving fraud. 
 
Unissued ordinary shares of the Company under option are: 
 

 
 

Issue  
Date 

 

 
 

Expiry 
date 

 
 

Exercise 
Price 

 
 

Options  
Issued 

Total options 
exercised and 
shares issued 

2002 

 
Unissued shares and 

options available  
2002 

5 July 2001 5 July 2006 $1.15 360,000 - 360,000 
5 July 2001 5 July 2006 $1.30 360,000 - 360,000 
5 July 2001 5 July 2006 $1.45 360,000 - 360,000 

      1,080,000 -         1,080,000 
 
The market price of shares under these options at 30 June 2002 was $1.30.  
No options expired during the period ended 30 June 2002. 
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34.   Directors’ Option Plan, Executive Option Plan and Employee Share Plan (continued) 
 
Employee Share Plan 
 
The Company established an Employee Share Plan (ESP) which was used to provide an opportunity for employees 
to participate in the Initial Public Offering. On 2 July 2001, 180,000 shares were issued to 60 eligible employees at 
an issue price of $1.00 per share with a limit of 3,000 shares per employee.  
 
All shares issued under the ESP rank equally with all other shares for time being on issue.                                      
 
The Company provided interest free loans to employees to enable them to acquire shares under ESP to 100% of the 
total acquisition price for the shares. Any dividends declared on the shares issued under ESP will, to the extent 
determined by the directors, be first used to offset any loans outstanding on the shares. Employees have also 
provided irrevocable authority to the Company to deduct 1% of their gross salary each month in repayment of the 
loan.  

 
The loan will be repayable:  
(a)  if default is made by the employee on the repayment of the loan; or  
(b) the employee’s employment with the Company, its subsidiary or associate or the relevant contractor is 
terminated for any reason; or          
(c)  the employee becomes insolvent or commits an act of bankruptcy. 
 
The Company holds security over the shares the subject of a loan until the loan is repaid. 
 
The market price of shares issued under the ESP as at 30 June 2002 was $1.30. 
There were no other shares eligible for issuance under ESP at 30 June 2002. 
 
  

 
 

Note 

 
Consolidated  

2002 
$ 

 The 
Company 

2002 
$ 

The amount recognised in the financial statements of the 
consolidated entity and the Company in relation to employee shares 
during the period were: 

    

Issued ordinary share capital 19 180,000  180,000 

Employee loans payable at 30 June 2002 8 104,166  104,166 
 
35. Events subsequent to balance date 

 
On 1 July 2002 the consolidated entity acquired an additional 5% interest in the Coppabella Joint Venture and assets 
and liabilities associated with the Coppabella Coal Mine at a cost of $11,096,000 cash consideration. The financial 
effect of this transaction has not been brought to account in these financial statements. 
 
Other than the matter discussed above, there has not arisen in the interval between the end of the financial period and 
the date of this report any item, transaction or event of a material and unusual nature likely, in the opinion of the 
directors of the Company, to affect significantly the operations of the consolidated entity, the results of those 
operations, or the state of affairs of the consolidated entity, in future financial years  

 






