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visiOn
an independent, growth focused coal company delivering long-term shareholder value

strateGiC ObjeCtives
sustainable Growth and Operational excellence

MissiOn 
to grow total shareholder value by:

•   Optimising operations and managing risk

•   responding quickly to cost effective opportunities to expand production and markets

•    identifying and developing competitive assets

•   Forging long-term, mutually rewarding relationships with customers, suppliers, regulators,  
employees, the community and shareholders

•      All sales and production statistics in this Annual Report represent Macarthur Coal’s 73.3% attributable share unless otherwise stated.
•      All years relate to financial years unless otherwise stated.
•      All dollar amounts are Australian dollars unless otherwise stated.
•      Macarthur Coal is referred to as the Company, Macarthur Coal and Macarthur.
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hiGhliGhts
• revenue of $670.5 million

• Net profit after tax (NPAT) of $125.1 million

• Shipped 5.3Mt (million tonnes) of coal, above target of 4.8-5.0Mt

• achieved combined triFr of 17.5 for Coppabella and Moorvale, well below target of 21

• Commenced rail haulage contract with Pacific National for up to 3.7Mt, matching increased 
port capacity at dalrymple bay Coal terminal

• Mining lease granted for Middlemount Mine and 3.0Mt per annum matching rail and port 
access secured at expanded abbot point coal terminal

ChallenGes
• Returning to full production in response to recovery in customers’ coal demand

• renewed coal system congestion with resulting increase in demurrage costs for the Company

• Managing a planned merger and the Company’s defence against unsolicited takeover offers

• implementing new derM water management regulations introduced in december 2009

PERfORmANcE SUmmARY 2010 2009 Variance %

revenue from coal sales $m 670.5 695.4 (4)%

ebitda $m 213.1 281.4 (24)%

ebit $m 181.8 260.2 (30)%

Net profit after tax (NPAT) $m 125.1 168.6 (26)%

earnings per share cents 49.3 79.3 (38)%

dividends per share cents 25.0 13.0 92%

Gearing (net debt/shareholders' equity) % (22.0) (15.8) 39%

Net interest cover (EBITDA/interest paid) times 25.0 41.0 (39)%

return on invested Capital % 10.7 16.2 (34)%

net tangible assets per share $/share 4.3 4.0 8%
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3macarthur coal limited     2010     aNNual rePort     

prOFile

the COMpany

macarthur coal limited (the company) is a 
public company that listed on the australian 
Stock exchange (aSX) in July 2001. the aSX 
code is mcc. the principal activities of the 
Group are exploration, project evaluation, 
project development and coal mining activities 
in Queensland's Bowen Basin. coal sales 
and marketing are undertaken globally. as at 
19 august, 2010 the company had a market 
capitalisation of a$3.28 billion. the company’s 
coal mines and tenements are listed on macarthur 
coal's assets table on page 170.

lOCatiOn

macarthur coal is based in Queensland with 
mining assets in the Bowen Basin and a 
corporate office located in the state’s capital, 
Brisbane.

MarKet pOsitiOn

macarthur coal’s principal product is low 
volatile pulverised coal injection (lv Pci) coal 
used in the production of steel. this product is 
mined at the coppabella and moorvale mines. 

macarthur coal is the world’s largest supplier 
of seaborne lv Pci coal to steel mills in asia, 
europe and Brazil. the company also produces 
thermal and coking coal. 

For detailed information on the Product  
life cycle see page 9.

business Overview

macarthur coal provides the expertise 
to manage the mines and an exploration 
programme on behalf of a number of joint 
venture participants. macarthur coal manages 
all mining operations at coppabella mine. 
contractors are engaged to undertake mining 
operations at moorvale mine. 

all production and sales at coppabella and 
moorvale mines are managed by macarthur 
coal and the company is entitled to 73.3%  
of the proceeds from the sale of the coal 
produced at the two mines. all sales and 
production statistics in this annual report 
represent macarthur coal’s 73.3% attributable 
share unless otherwise stated. For further 
information on the company’s performance at 
its mines please see operations on page 19.

business struCture

macarthur coal’s major assets are:

•	 a	73.3%	share	in	Coppabella	Mine	and	
moorvale mine through the coppabella 
and moorvale Joint venture (cmJv) which 
together provide approximately one third of 
the total volume of lv Pci coal exported  
from australia 

•	 a	72.48%	share	of	the	Middlemount	 
mine project.

macarthur coal’s mines and exploration 
tenements (excluding the middlemount mine 
project) are held within unincorporated joint 
ventures. this structure has allowed the 
company to gain significant strategic benefits 
by involving other parties in its projects. the 
company’s production joint venture participants 
are citic resources australia Pty ltd, marubeni 
corporation, Sojitz corporation, JFe Shoji trade 
corporation and NS trading co ltd. 

the middlemount mine project is an 
incorporated joint venture with Paway ltd  
(part of the Noble Group ltd). Paway ltd  
holds the remaining 27.52% of the 
middlemount mine project. For more detail  
on Growth see page 30.
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aGilitY iN a GloBal marKet4

23% citic

17% international 
institutions

17% arcelormittal

8% PoSco

20% australian  
institutions

15% other investors

sharehOlders

CustOMers

macarthur coal’s traditional customer base 

comprises major world steel producers which 

use the lv Pci product in the production of steel.  

more information on this can be found on pages 

9, 28 and 29.

sharehOlders

macarthur coal has 254,333,109 shares on issue 

and more than 12,500 shareholders. the top 

three shareholders are citic, arcelormittal and 

PoSco. the remaining shareholder base is made 

up of international (17%) and australian (20%) 

institutions and retail and other investors (15%). 

For further shareholder information see page 168.

peOple

the company’s people underpin its achievements. 

macarthur coal employs around 345 people 

directly and more than 570 people through 

contractors. valuing the input of all employees 

and contract staff ensures future success and 

growth and will position macarthur as a leader 

within the sector. to that end, macarthur coal 

places significant emphasis on workplace health 

and safety and the training and development of 

its employees. For more information on this see 

pages 46 to 51.

COMMunity

macarthur coal is dedicated to giving back to  

the communities that host its operations. For  

a summary of current initiatives see page 54.

envirOnMent

macarthur coal is conscious of its environmental 

footprint as well as how it can minimise the 

company's environmental impact. macarthur 

coal recognises increasing community 

expectations and is committed to meeting 

these expectations by ensuring it is proactive 

in its approach to environmental management 

and complies with regulatory obligations and 

standards. For more information see page 56.

Future

the company has plans for a sustainable  

future and aims to double its 2009 production  

to achieve sales of 9.2mtpa by 2014 through  

the development of the middlemount mine 

project and one other mine from the company’s 

tenement portfolio. the company's extensive 

tenement portfolio provides multiple opportunities 

to develop new coal mines. For more in depth 

information see pages 30 to 42.

macarthur coal’s long-term sustainable growth 

will be achieved through continuing to evaluate 

its tenement portfolio to deliver organic growth 

and through potential acquisitions. For more 

information on the business strategy see page 5. F
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5macarthur coal limited     2010     aNNual rePort     

strateGy

Macarthur Coal is a Queensland success story. Listed in 2001, it is now the world’s 
largest producer of seaborne LV PCI coal.  The Company’s focus is on high margin or low 

cost coal assets with a strong market demand and product diversification capability.

The Company’s goal is to double 2009 production to achieve sales of 9.2mtpa by 2014.  
to achieve this, Macarthur Coal will focus on two strategic objectives - operational 

excellence and sustainable growth. 

  OperatiOnal exCellenCe

operational excellence will be achieved by 
managing the company’s assets in the most 
effective and efficient way.   
this will be done by:

• continually improving safety performance  
across all sites

• respecting the environment

• achieving production and sales targets

• Focusing on and managing costs

• attracting and retaining high quality people

  sustainable GrOwth

Sustainable Growth will be achieved by ensuring 
the business has sufficient resources to underpin 
growth.  this will be done by:

• Focusing on continued exploration of the 
tenement portfolio to increase resources

• assessing expansion opportunities for existing 
assets

• developing operating assets from the  
tenement portfolio

• assessing potential acquisitions that support 
sustainable growth

• increasing the customer base and focusing  
on value adding propositions for customers

• investing in learning and development to  
build talent

DOUbLING 2009 PRODUcTION TO AchIEVE SALES Of 9.2mTPA bY 2014

mAcARThUR cOAL’S VISION IS TO bE AN INDEPENDENT GROwTh 
fOcUSED cOAL cOmPANY DELIVERING LONG-TERm ShAREhOLDER VALUE
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aGilitY iN a GloBal marKet6
   target exceeded                   target achieved (≥90%)            target Not achieved             Behind Schedule

perFOrManCe suMMary 

strateGiC 
drivers

2010 perFOrManCe 2011 tarGets

2010 targets 2010 
performance 2010 achievements, initiatives and Challenges

2011 targets for completion by 30 june 2011  
(unless otherwise stated)

safety total recordable injury Frequency rate (triFr) 
<21 (overall) 

triFr = 17.9 (overall) 
coppabella mine recorded its lowest ever triFr and 
lowest ltiFr since 2002

triFr <20.2 (overall)

environment No major environmental non-conformances



No major environmental non conformances, however  
two Penalty infringement Notices (PiNs) received during  
the year.  one each for coppabella and moorvale mines.   
refer to page 56 for further details and action plans to 
mitigate future PiNs

No major environmental non-conformances

complete water management infrastructure at sites 

completion and evaluation of 50 hectares of 
rehabilitation at coppabella and moorvale mines  58 hectares of rehabilitation completed and evaluated completion and evaluation of 65 hectares of rehabilitation

people annual reduction in employee turnover


employee turnover reduced from 30% to 8.5% 
See page 48 for further detail

turnover to be 15% or less

production  
and sales

6.0mt coal mined (rom)  6.4mt coal mined (rom) 6.8mt coal mined (rom)

4.6mt coal sold  5.3mt coal sold (including purchased coal) 5.0mt coal sold

minimal non-moisture penalties  Non-moisture penalties below target
minimal non-moisture penalties  
maximise metallurgical coal sales

Carbon carbon pollution reduction abatement strategies 
implemented 

abatement strategy complete and initiatives implemented. 
energy management Policy developed. refer to page 59

Progress carbon emission reduction initiatives in accordance 
with plans
implement energy management Policy principles and objectives

Cost Management Fully functional, timely cost reporting system in 
place for coppabella and moorvale mines 

the business went live with a business-wide enterprise 
resource Planning (erP) system in November 2009 which 
has improved reporting

conduct a Business System improvement project to improve 
systems and maximise benefits from the erP 
roll out a new Knowledge management System for the business

owner operator Free on rail (For) costs in 2010 
reduced from those recorded in 2009 

For costs increased by 5% per tonne as a result of 
investment in repairs and maintenance of mining 
equipment

overburden mining costs ($/bcm) at coppabella mine lower  
than 2010 
mining costs at moorvale mine to be 2011 budgeted costs or lower

development of 
Middlemount 

middlemount chPP constructed

 

construction of middlemount chPP is due for practical 
completion during the September quarter of 2010

commence production at middlemount mine 
commence construction of rail loop and installation of stand 
alone water connection and power supply.  
Secure eiS approval to increase production up to a maximum of 
5.4mtpa rom at middlemount mine

exploration of 
tenement portfolio

exploration and evaluation spend of $15.3 million


$11.1 million spent on exploration and evaluation 
middlemount resource increased by 22%

$18.8 million of exploration and evaluation expenditure  
increase and improve Jorc status of resources and reserves

advancing 
tenements from  
the portfolio

codrilla feasibility study completed aspects of the feasibility study have been completed 
including environmental impact Statement (eiS) 
environmental baseline and modelling, infrastructure 
design, mine planning and chPP design evaluation. 
the eiS commenced in July 2009 and will be released for 
public comment by october 2010

Submit the codrilla eiS for public comment by october 2010 

complete the feasibility study for codrilla by december 2010  

complete the pre-feasibility study for Willunga by december 2010 

complete concept study for West rolleston by June 2011

sustainable Culture Second culture audit in december 2009 to assess 
company performance.  the aim is to develop 
a constructive culture which reflects a healthy 
balance of people and task-related concerns


a second culture audit was conducted in November 2009 
resulting in a slight increase in overall staff satisfaction

third culture audit to be conducted in december 2010 
demonstrating an improvement on the 2009 staff satisfaction 
results

two Working together programmes


two Working together programmes were held during the 
year enhancing communication between the corporate 
office in Brisbane and the minesites. 29 people attended 
these sessions which focused on team building initiatives

two Working together programmes to be held in 2011 to ensure 
positive communication and interaction between corporate 
office and minesite 
attendee satisfaction rating of at least 85%

building talent 100% training and development plans in place 
for all employees 

all employees had training and development plans in 
place for the 2010 financial year

100% training and development plans in place for all 

employees

75% training and development plans completed 
for all employees


71% of employees completed their training and 
development as planned.  the ability of some employees to  
take time out for training and development was impacted 
by the corporate activity in the second half of the year

75% training and development plans completed for all 
employees
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strateGiC 
drivers

2010 perFOrManCe 2011 tarGets

2010 targets 2010 
performance 2010 achievements, initiatives and Challenges

2011 targets for completion by 30 june 2011  
(unless otherwise stated)

safety total recordable injury Frequency rate (triFr) 
<21 (overall) 

triFr = 17.9 (overall) 
coppabella mine recorded its lowest ever triFr and 
lowest ltiFr since 2002

triFr <20.2 (overall)

environment No major environmental non-conformances



No major environmental non conformances, however  
two Penalty infringement Notices (PiNs) received during  
the year.  one each for coppabella and moorvale mines.   
refer to page 56 for further details and action plans to 
mitigate future PiNs

No major environmental non-conformances

complete water management infrastructure at sites 

completion and evaluation of 50 hectares of 
rehabilitation at coppabella and moorvale mines  58 hectares of rehabilitation completed and evaluated completion and evaluation of 65 hectares of rehabilitation

people annual reduction in employee turnover


employee turnover reduced from 30% to 8.5% 
See page 48 for further detail

turnover to be 15% or less

production  
and sales

6.0mt coal mined (rom)  6.4mt coal mined (rom) 6.8mt coal mined (rom)

4.6mt coal sold  5.3mt coal sold (including purchased coal) 5.0mt coal sold

minimal non-moisture penalties  Non-moisture penalties below target
minimal non-moisture penalties  
maximise metallurgical coal sales

Carbon carbon pollution reduction abatement strategies 
implemented 

abatement strategy complete and initiatives implemented. 
energy management Policy developed. refer to page 59

Progress carbon emission reduction initiatives in accordance 
with plans
implement energy management Policy principles and objectives

Cost Management Fully functional, timely cost reporting system in 
place for coppabella and moorvale mines 

the business went live with a business-wide enterprise 
resource Planning (erP) system in November 2009 which 
has improved reporting

conduct a Business System improvement project to improve 
systems and maximise benefits from the erP 
roll out a new Knowledge management System for the business

owner operator Free on rail (For) costs in 2010 
reduced from those recorded in 2009 

For costs increased by 5% per tonne as a result of 
investment in repairs and maintenance of mining 
equipment

overburden mining costs ($/bcm) at coppabella mine lower  
than 2010 
mining costs at moorvale mine to be 2011 budgeted costs or lower

development of 
Middlemount 

middlemount chPP constructed

 

construction of middlemount chPP is due for practical 
completion during the September quarter of 2010

commence production at middlemount mine 
commence construction of rail loop and installation of stand 
alone water connection and power supply.  
Secure eiS approval to increase production up to a maximum of 
5.4mtpa rom at middlemount mine

exploration of 
tenement portfolio

exploration and evaluation spend of $15.3 million


$11.1 million spent on exploration and evaluation 
middlemount resource increased by 22%

$18.8 million of exploration and evaluation expenditure  
increase and improve Jorc status of resources and reserves

advancing 
tenements from  
the portfolio

codrilla feasibility study completed aspects of the feasibility study have been completed 
including environmental impact Statement (eiS) 
environmental baseline and modelling, infrastructure 
design, mine planning and chPP design evaluation. 
the eiS commenced in July 2009 and will be released for 
public comment by october 2010

Submit the codrilla eiS for public comment by october 2010 

complete the feasibility study for codrilla by december 2010  

complete the pre-feasibility study for Willunga by december 2010 

complete concept study for West rolleston by June 2011

sustainable Culture Second culture audit in december 2009 to assess 
company performance.  the aim is to develop 
a constructive culture which reflects a healthy 
balance of people and task-related concerns


a second culture audit was conducted in November 2009 
resulting in a slight increase in overall staff satisfaction

third culture audit to be conducted in december 2010 
demonstrating an improvement on the 2009 staff satisfaction 
results

two Working together programmes


two Working together programmes were held during the 
year enhancing communication between the corporate 
office in Brisbane and the minesites. 29 people attended 
these sessions which focused on team building initiatives

two Working together programmes to be held in 2011 to ensure 
positive communication and interaction between corporate 
office and minesite 
attendee satisfaction rating of at least 85%

building talent 100% training and development plans in place 
for all employees 

all employees had training and development plans in 
place for the 2010 financial year

100% training and development plans in place for all 

employees

75% training and development plans completed 
for all employees


71% of employees completed their training and 
development as planned.  the ability of some employees to  
take time out for training and development was impacted 
by the corporate activity in the second half of the year

75% training and development plans completed for all 
employees
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AGILE    fOcUSED    INNOVATIVE

Image courtesy of POSCO

F
or

 p
er

so
na

l u
se

 o
nl

y



9macarthur coal limited     2010     aNNual rePort     

Source: World Coal Institute

COal and the prOduCt liFe CyCle
coal haS maNY imPortaNt uSeS 
WorldWide. the moSt SiGNiFicaNt 
uSeS are iN electricitY GeNeratioN, 
Steel ProductioN aNd cemeNt 
maNuFacturiNG. there are tWo 
PrimarY tYPeS oF BlacK coal 
Produced – metallurGical aNd 
thermal. metallurGical coal iS 
uSed iN the ProductioN oF iroN 
aNd Steel, aNd thermal coal iS 
uSed For PoWer GeNeratioN.

macarthur coal’s customers are mostly comprised 

of steel producers. Steel is an essential material 

for modern life and the demand for macarthur’s 

products is closely linked to global steel demand. 

the manufacture of steel delivers the goods and 

services that society needs – housing and general 

construction, healthcare, telecommunications, 

agriculture, transport, clean water and access to 

reliable and affordable energy.

Global steel production is dependent on 

metallurgical coal – or coking coal. coking coal  

is used to create coke which is a key ingredient  

in the production of steel.

steel MaKinG

during the steel making process, a blast furnace 

is fed with iron ore, coke and small quantities of 

fluxes (minerals, such as limestone, which are 

used to collect impurities). air, which is heated to 

about 1200°c, is blown into the furnace through 

nozzles in the lower section. the air causes the 

coke to burn, producing carbon monoxide which 

reacts with the iron ore, as well as heat to melt 

the iron. Finally, the tap hole at the bottom of 

the furnace is opened and molten iron and slag 

(impurities) are drained off. the molten iron is 

then refined into a variety of steel products.

PuLVERISED CoAL INjECTIoN (PCI) CoAL

coal can be used in two ways in the production  

of steel. coking coal is used to make the coke 

that is placed directly in the blast furnace 

along with the iron ore and other ingredients.  

Non-coking Pci coal is crushed and injected 

into the blast furnace. Pci coal provides further 

carbon (over that derived solely from the coke) 

for iron-making.  as a result of the extra carbon 

introduced by Pci coal, steel makers can reduce 

the amount of coke necessary for steel making.

Pci coals range from low volatile to high volatile. 

low volatile Pci (lv Pci) coal is increasingly 

sought by steel mills in preference to higher 

volatile coal because it provides superior 

performance in the blast furnace due to its higher 

carbon and energy content. 

the replacement ratio of lv Pci coal to coke 

varies according to the requirements of each 

blast furnace. typically, 1.0 tonne of lv Pci coal 

can replace 1.3 tonnes of more expensive coking 

coal. consequently, lv Pci coal has proven to be 

effective in lowering the cost of steel making 

and has established a niche in the market for 

metallurgical coal. 

MACARTHuR’S PoSITIoN IN THE CoAL 
MarKet

macarthur has developed the coppabella brand 

Pci coal that is established as the benchmark low 

volatile Pci coal in the international seaborne 

market. Production and sales from the coppabella 

and moorvale mines account for approximately 

30% of the global seaborne market for lv Pci coal.

macarthur holds sales contracts with the 

majority of the largest steel producers in the 

world including arcelormittal, Nippon Steel, JFe, 

Posco and tata/corus. macarthur coal has a 

tenement portfolio of potential growth projects in 

Queensland in response to the strong projected 

growth for metallurgical and thermal coal. For 

further detail see the Growth section on page 30.

blast FurnaCe prOCess

Sized Coke
24/40 to 85mm

Iron Ore
Sinter + Pellets
or Lump

Slag ladle
Slag notch

Water cooled
refractory lining

Hot air blast
LV PCI coal injection nozzle
Tap hole
Iron ladle

Limestone
FluxF
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AGILITY IN A GLOBAL MARKET10

CHAIRMAN’S REPORT

2010 hAs BEEN ANOThER YEAR Of 
chALLENGEs fOR MAcARThuR cOAL. 
I AM pLEAsEd TO REpORT ThAT ThE 
cOMpANY dEMONsTRATEd ITs ABILITY 
TO REspONd RApIdLY TO chANGING 
MARKET cONdITIONs ANd hAs 
ENjOYEd A RETuRN TO GROwTh ThAT 
wILL BENEfIT YOu, OuR shAREhOLdERs.

As the global economic recovery continued in 2010, 
Macarthur coal benefited from a corresponding 
increase in demand for our low volatile pcI (LV pcI) 
coal product. Our traditional customers returned 
to shipping contracted volumes and we have 
cemented relationships with customers in new 
markets that were established during the global 
financial crisis. In response, coppabella and 
Moorvale mines returned to full production during 
the course of the year.

Full yEAR dIvIdENd

The company declared a total dividend of  
25 cents per share for 2010, comprising an interim 
(8 cents per share) and final (17 cents per share) 
dividend. 

This is a welcome return to the company’s 
longstanding policy of paying our loyal shareholders 
50% of net profits after tax, after the Board 
decided not to pay an interim dividend in the 
2009 financial year because of the impact of the 
economic downturn. 

CORPORATE ACTIvITy

Macarthur coal was involved in a number of 
corporate proposals in 2010, beginning with our 
own proposal in december 2009 to combine certain 
interests of Macarthur coal, the Noble Group 
and Gloucester coal. The Board recommended 
this transaction to Macarthur shareholders 
because it would have created Australia’s leading 
independent coal producer with greater diversity  
of products, mines and infrastructure. 

prior to finalising the Macarthur coal, Noble Group 
and Gloucester coal transaction, the company 
was the subject of four takeover proposals from 
peabody Energy corporation and two from New 
hope corporation Limited. The Macarthur Board 
assessed the merits of each of these proposals  
and was unable to recommend proposals from 
either company be taken to Macarthur shareholders 
because of the valuations being offered and 
conditions attached to these approaches.

10

DISCIPLINED    RESILIENT    ACCOUNTABLE

AGILITY IN A GLOBAL MARKET
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ideally the company would have liked to run the 
Gloucester coal and middlemount transactions in 
parallel to the proposals for the change of control 
of the company. however, the shareholders of 
Noble decided not to approve the middlemount 
transaction and this, combined with the corporate 
activity, meant the transaction we proposed 
eventually became unworkable. 

ultimately, macarthur remains an independent 
company committed to growth in shareholder 
value. We floated in June 2001 with a market 
value of $129 million and we ended the 2010 
financial year with a market capitalisation of 
$3.08 billion. total Shareholder return for the  
last year has been 88% compared to 13% for  
the aSX top 200 companies.

our operational focus remains on doubling sales 
to 9.2 million tonnes per annum by 2014. We 
will continue to look at expansion opportunities 
beyond our organic growth plans, providing 
that they add value for the company and for 
shareholders.

MineralS reSource rent tax

in the Federal Budget in may 2010, the 
commonwealth Government announced its 
intention to introduce a so-called resource  
Super Profits tax (rSPt). this tax would have  
had a dramatic impact on shareholder returns  
and investment in future growth for macarthur 
coal and all resource companies in australia. 

macarthur coal joined the rest of the resources 
industry to highlight the negative impacts of  
the proposed tax on companies, shareholders  
and employees. in July 2010, the Government  
amended its proposal, replacing the rSPt with  
a minerals resource rent tax (mrrt). the mrrt 
proposal is something that can more easily be 
accommodated by macarthur coal, whereas the 
rSPt would have had a devastating effect on the 
resources industry and greatly reduced its ability 
to compete internationally.

macarthur coal currently pays an effective 
tax rate (company tax plus State royalties) 
of approximately 43% of profits. on current 
indications, the mrrt will add no more than 
two percentage points to the effective tax rate 
depending on the price of coal, compared with 
the rSPt which could have increased our tax 
contribution to up to 60%. 

We will continue to watch the mrrt proposal 
closely as it progresses. i hope that by the time 
this report is published, this issue has been 
resolved in such a way that the australian  

people receive a fair return on their resources, 
whilst allowing this great industry to grow. this 
will mean the industry can continue delivering 
economic benefits to all australians and that 
macarthur coal can pay increasing dividends  
to you, the shareholders.

SuStainable growth

We have progressed development of 
middlemount mine (part owned by the Noble 
Group) and continued our commitment to 
exploration and evaluation activities. 

We are taking a proactive approach to  
developing our coal resources in a sustainable 
manner that maximises social and economic 
benefits. We are working to understand our 
own carbon footprint and identify abatement 
opportunities. We have also progressed our 
sustainability strategy and begun implementing 
these processes across the operations.

Ken talbot

all of us who have been a part of macarthur 
coal were deeply saddened to hear of the death 
of Ken talbot on Saturday 19 June 2010. Ken 
started the company in 1997. it was his vision 
and energy that created macarthur coal and 
many of his friends still work with the company. 
he personally recruited me as chairman in 2001 
in preparation for the public listing. Ken and i 
remained close friends even after he left the 
company in 2008 and i am proud to have served 
on the Board of macarthur coal with him. 

his entrepreneurial spirit will leave a lasting 
legacy for the company, the mining industry and 
the australian community. Ken made a habit of 
taking time after the annual General meeting 
each year to meet and talk with shareholders, 
and i am sure those of you who met him will 
share our sympathies for Ken’s family. 

building our future

i would like to take this opportunity to 
acknowledge the efforts of our managing 
director, Nicole hollows and the executive team 
of macarthur coal. the workload taken on by this 
group has been extraordinary. they have dealt 
with the impact of the global financial crisis, a 
planned merger, the company’s defence against 
unsolicited takeover offers, and a proposal for 
industry-changing new taxes. at the same time, 
they have returned macarthur’s operations to 
full production and delivered a record output for 
the year. the strong operating result from the 
business in 2010 is a result of their commitment 
to macarthur coal.

i would also like to thank my Board colleagues 
for their hard work and commitment during the 
year. they have been diligent and committed to 
assessing whether the various change of control 
proposals put to the company offered value to 
you, the shareholders.

the people of macarthur coal also deserve 
thanks for their efforts during the year. through  
a period of great change over the past two years, 
they have remained dedicated to their day-to-day 
responsibilities and their effort has underpinned 
the company’s success.

Hon Keith De Lacy AM  
hondlitt duniv Ba Qda Faicd Faim

chairman of the board

Keith de lacy
chairman
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nicole hollows 
Chief Executive officer and Managing Director

ManaGinG 
DIRECToR’S REPoRT
sharehOlders

last year, i reported that the way macarthur  

coal managed the impacts of the global financial 

crisis contributed to a positive result and 

provided a solid platform for future growth.  

this year, we capitalised on that platform,  

moving quickly to respond to a faster than 

expected recovery in demand.

the company returned to full production during 

the year as our traditional customers resumed 

shipping contracted volumes of macarthur coal’s 

product. We also benefitted from increasing 

sales to china which represents a new growth 

market as well as diversification of product for 

the company.

the NPat for 2010 was $125.1 million, being 

lower than last year largely due to the lower 

australian dollar sales price.

GrOwinG sharehOlder value

our mission to grow shareholder value remains 

our reference point. With that in mind, we 

continued to progress plans to achieve sales of 

9.2 million tonnes per annum (mtpa) by 2014 by 

continuing the construction of the middlemount 

mine project and continuing to evaluate options 

for our next mine from our project portfolio. 

developing new mines has become a much more 

challenging and costly process than was the 

case when coppabella and moorvale mines were 

developed. Nevertheless, our targets remain for 

middlemount to achieve full production of up to 

4.0 mtpa (100%) and undertake macarthur coal’s 

fourth mine development by 2014. in addition we 

will maintain a rolling ten-year mine life for both 

coppabella and moorvale mines.

We are establishing a team to progress our 
evaluation of our tenement portfolio for future 
development.

valuinG peOple

“value people” is the first of macarthur coal’s 
Four Pillars that shape the company’s culture.  
our future success depends on what we do and 
also on how we live these values every day.

as production increased during 2010, macarthur 
coal re-hired some of the people we had to let go 
in response to the economic downturn in 2009.  
this was a win/win situation that demonstrated 
our values in action.

macarthur coal also recorded a significant 
improvement in safety performance in 2010 with 
our overall total recordable injury frequency 
rate (triFr) improving and being below industry 
average. coppabella reported its lowest ever 
triFr of 16.4 which was also well below the 
industry average of 22.2. the safety of our people 
will always come first and we remain focused on 
continuing to improve in this area. 

macarthur coal continues to develop its people  
with training and development programmes. 
learning and development expenditure was  
not reduced during the global financial crisis.  
We have increased our focus in this area in  
2010 and this will continue into 2011.

OperatiOnal exCellenCe

macarthur shipped 5.3 million tonnes (mt) for  
the year, which was above our target of 4.8 to 
5.0mt, given the return to full production and 
improvement in throughput on the Goonyella 
transport corridor in June.

the coppabella mine substantially improved 
production during the year. the mine produced 
3.5mt rom for the year compared to its target  
of 3.2mt rom.

moorvale produced 2.9mt rom compared with 
its target of 2.8mt rom with the first coal mined 
from Pit F which was opened during the year.

the Queensland department of environment  
and resource management introduced new 
water management regulations shortly before the 
start of the January to march 2010 wet season. 
Both mines responded quickly to meet new 
obligations under their environmental authorities  

including a full water management study at 
coppabella.  With rainfall ranging from 200-400mm 
across the region in march (associated with 
cyclone ului), in addition to high water levels 
from the early 2008 floods, there were still some 
discharges from both sites that were not  
in accordance with the new water regulations.

the discharges resulted in each mine receiving 
a penalty infringement notice of $2,000. We will 
undertake capital works at both sites in 2011 to 
help meet the new regulations.

inFrastruCture 

the recovery in coal demand during 2010 placed 
increasing pressure on the Goonyella coal chain. 
a return to shipping queues and loading delays 
led to reduced throughputs from macarthur coal’s 
key export facility, dalrymple Bay coal terminal 
(dBct) and increased demurrage costs to the 
company.

Securing future rail and port access is an 
important element in ensuring macarthur coal’s 
future growth is sustainable. We achieved a 
number of important milestones in this area 
during the year.

macarthur coal received an additional 3.2mtpa 
of port capacity at dBct in July 2009 increasing 
to 3.7mtpa from 1 July 2010. take or pay charges 
apply on this capacity. the company was able 
to mitigate the risk of take or pay charges 
during 2010 by allocating port capacity to the 
coppabella and moorvale Joint venture (cmJv), 
supporting coppabella and moorvale to achieve 
annual sales volume targets, as well as some 
allocation to third parties.

in July 2009, macarthur coal commenced a  
rail haulage contract with Pacific National for up 
to 3.7mtpa, to match increased port capacity at 
dBct. From 1 November 2010, Pacific National 
will commence rail haulage from the coppabella 
and moorvale mines, following expiry of the 
current Qr National contract. macarthur coal will 
be a beneficiary of the Queensland Government’s 
endorsement in april 2010 of construction of the 
Goonyella-abbot Point expansion (GaPe), linking 
the Goonyella and Newlands rail systems that are 
operated by Qr Network. this project underpins 
matching 3.0mtpa rail and port access contracts 
for the middlemount mine to export from an 
expanded abbot Point coal terminal from 2012.

F
or

 p
er

so
na

l u
se

 o
nl

y



13macarthur coal limited     2010     aNNual rePort     

fOcUSED    AGILE    hIGh ENERGYin may 2010, the Queensland coal industry 
rail Group (QcirG) consortium, of which 
macarthur coal is a participant, made an offer 
to the Queensland Government to acquire the 
central Queensland coal track network. the 
consortium’s offer provides an alternative to the 
Government’s proposed initial Public offering 
and aSX listing of the integrated freight network 
business and above rail train service business. 
the consortium's proposal would protect 
existing coal businesses, including macarthur 
coal, through direct ownership of the coal rail 
network. Negotiations are continuing at the time 

of this report.

vale Ken talbOt

all of the people of macarthur coal were 

deeply saddened by the loss of the company’s 

inspirational founder, Ken talbot in June. Ken’s 

vision and entrepreneurial spirit established 

macarthur coal and created new opportunities 

for every one of the company’s people. Ken’s 

legacy will live on within macarthur coal. his 

approach to people has been translated into  

the values that underpin macarthur coal today: 

value people, work together, lead the way, and 

talk straight.

in closing, i would like to thank our chairman 

Keith de lacy and the members of the macarthur 

coal Board for their support and guidance 

through another challenging year for the 

company. i would also like to thank my team 

of senior executives and all of the people of 

macarthur coal for their effort and dedication 

to the company’s recovery after last year’s 

economic downturn. the result delivered to the 

shareholders of macarthur coal during 2010, 

and our progress towards securing sustainable 

growth, is down to the determination and 

commitment of our people.

Nicole hollows 
BBus (acctg), Grad dip cSP, Grad dip adv acctg (dist), aciS, ca, Faicd

Chief Executive officer and  Managing Director

F
or

 p
er

so
na

l u
se

 o
nl

y



aGilitY iN a GloBal marKet14

deSPite a challeNGiNG Start 
to the Year, macarthur coal 
recorded a Solid Net ProFit aFter 
taX (NPat) reSult oF $125.1 millioN 
For the tWelve moNthS to JuNe 
2010 comPared With $168.6 millioN 
For the PreviouS FiNaNcial Year.

during 2010 macarthur coal’s challenge was to 
adapt to uncontrollable economic factors that 
influenced the global mining sector.  the agility 
of the company contributed to a significant 
improvement in the NPat result for the second 
half of 2010.

at the start of 2010 macarthur coal was 
impacted by the Global Financial crisis (GFc) 
and weak demand for its flagship product, lv 
Pci coal. the company’s response was to reduce 
costs and shift production to thermal coal at the 
moorvale mine to generate cashflow.  as the year 
progressed, demand for lv Pci coal improved 
as the chinese steel industry began to import a 
significant quantity of coal and the remainder of 
the global economy began to recover.  this led to 
a gradual and considered increase in production 
capacity at both of macarthur coal’s mine sites.

the second half of the year was heavily 
influenced by the asian markets with further 
increases in demand.  macarthur coal returned 
to full production at the start of the 2010 calendar 
year to take advantage of increasing demand.  
the ability of the company to rapidly increase 
the saleable production of lv Pci coal meant that 
it was able to capture higher value sales as the 
market recovered.  this turnaround in demand, 
coupled with an equity raising (in the first half of 
the year), has meant that the company is now in 

a very strong position to fund future growth.

INNOVATIVE    AccOUNTAbLE   DIVERSE

FinanCial 
perFOrManCe repOrt
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results 2010 2009 Variance %

coal sold (including purchased coal) '000 tonnes 5,265 4,613 14%

coal sold from production '000 tonnes 5,170 4,428 17%

revenue from coal sales $m 670.5 695.4 (4)%

eBitda $m 213.1 281.4 (24)%

NPat $m 125.1 168.6 (26)%

dividends per share cents 25.0 13.0 92%

operating cashflow $m 177.1 214.4 (17)%

Net debt/(cash) $m (248.8) (159.7) 56%

Gearing (net debt/shareholders' equity) % (22.0) (15.8) 39%

Net interest cover (eBitda/interest paid) times 25.0 41.0 (39)%

return on invested capital % 10.7 16.2 (34)%

Net tangible assets per share $/share 4.3 4.0 8%

although a majority of sales for the year were  

on benchmark lv Pci coal contract prices set  

from april 2009, macarthur coal was able to 

secure higher pricing for sales to non-traditional 

customers and for sales in the april to June 2010 

contract quarter. these two factors underpinned 

the NPat result.

average pricing of coal sold from production for 

the 2010 financial year was $129.69 per tonne, 

significantly lower than in 2009 ($157.07 per tonne). 

however, macarthur coal was able to exploit 

the recovery in steel markets and utilise excess 

infrastructure capacity to record a sales record of 

5.3mt (a 14% increase from 4.6mt 2009).

during the GFc, macarthur coal reduced its 

production capacity at coppabella mine, and to  

a lesser extent its moorvale mine, in response  

to the slowdown in the metallurgical coal market. 

the company took a conservative approach 

to overburden removal in advance of coal to 

maximise operating cashflows. as the market 

for metallurgical coal improved during the year 

coppabella’s proportion of saleable production 

also increased.  the rate of royalties paid to  

the Queensland Government similarly increased 

in line with the higher coal prices in the second 

half of 2010. 

the shipping queue at dalrymple Bay coal 

terminal (dBct) continues to be a challenge 

for the industry and has contributed to higher 

operating costs as a result of demurrage charges 

on vessels.

operating costs per tonne of coal sold have 

reduced due to lower royalties, less purchased 

coal, a positive adjustment to the rehabilitation 

provision, and fewer rail charges. these savings 

were partially offset by an increase in demurrage 

and overburden removal costs. increased costs 

associated with higher strip ratios at both coppabella 

and moorvale mines were partially offset by 

more economic overburden removal rates. 

other factors affecting the 2010 result were 

the increase in the valuation of middlemount 

derivatives, and higher amortisation from 

additional leased equipment.

Net operating cashflow in 2010 from macarthur 

coal’s operations was strong, primarily due to 

reduced costs and the recovery in export markets 

during the year.  this leaves macarthur coal in 

a strong financial position with a closing cash 

balance of $348.2 million.

Main drivers of decrease in NPAT from 2009 ($m)
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the company’s key debt facility, the Syndicated 

Facilities agreement (SFa), was extended during 

the reporting period until 31 december 2010 for 

the $65 million guarantee facility. macarthur 

coal will be putting in place a new corporate 

facility over the next six months. 

the coppabella and moorvale Joint venture 

(cmJv) has an equipment leasing facility in 

place with Ge and St George Bank to September 

2013. the facility limit, originally $180 million, 

was $113 million as at 30 June 2010.

macarthur coal had a net cash position  

(cash less interest bearing liabilities) at  

30 June 2010 of $248.8 million.

macarthur anticipates utilising the cash currently 

held to fund the development of the middlemount 

mine, the capital requirements at the coppabella 

and moorvale mines, and the exploration and 

evaluation of the tenement portfolio.

macarthur coal is involved in the Queensland 

coal industry rail Group (QcirG) consortium 

bidding to purchase certain Qr National assets.  

Should a bid be successful it is likely that 

macarthur will be required to contribute funds 

in the form of equity. as this is yet to become 

a binding financial commitment, macarthur is 

yet to determine the most appropriate means of 

financing its involvement.  

contract settlements for the 2010 Japanese 

Financial Year have moved to a quarterly price 

settlement arrangement.  this has been a 

fundamental shift for the industry and one that 

will increase the volatility in earnings quarter on 

the value of foreign exchange contracts held at 30 June 2010 was:

period covered by  
Fx hedge Contracts

us dollar value Fx rate             
a$1.00 = us$

A$ unrealised (loss)/gain  
based on a$:us$  

spot rate of $0.8523*

Jul 10 to Sep 10  153,616,784  0.8631  (2,245,012)

oct 10 to dec 10  43,902,599  0.8398  765,466 

Total  197,519,383  0.8578  (1,479,546)

* a$:uS$ spot rate as at 30 June 2010

Five year performance 2010 2009 2008 2007 2006

revenue from coal sales $m 670.5 695.4 400.2 362.8 534.8

eBitda $m 213.1 281.4 136.2 98.1 227.6

eBit $m 181.8 260.2 117.7 82.0 211.6

Net profit after tax (NPat) $m 125.1 168.6 72.7 66.5 149.6

earnings per share cents 49.3 79.3 36.6 35.5 83.3

dividends per share cents 25.0 13.0 17.0 18.0 41.0

Gearing (net debt/shareholders' equity) % (22.0) (15.8) 3.8 (19.1) (40.4)

Net interest cover (eBitda/interest paid) times 25.0 41.0 44.7 60.5 67.9

return on invested capital % 10.7 16.2 10.0 13.3 36.8

Net tangible assets per share $/share 4.34 4.03 3.13 2.21 2.09

quarter. this shift does not, however, alter the 

company’s hedging policy.  

macarthur continues to enter into foreign 

exchange contracts (FX hedges) for 85% of 

estimated revenues from fixed price uS dollar 

sales contracts as they are entered into. as at  

30 June 2010, macarthur coal has $197.5 million 

of uS dollar hedges in place, all of which relate 

to future fixed price contracts. 

the coal market is expected to remain volatile.  

however, over the past twelve months, 

macarthur coal has positioned itself to be able 

to take advantage of opportunities that arise 

and withstand unexpected fluctuations in market 

prices.  the company remains focused on funding 

future expansion and on delivering healthy 

returns to shareholders.
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2010 2009 2008 2007 2006
prOFit and lOss
Sales revenue $000's 670,502 695,417 400,231 362,796 534,755 

eBitda $000's 213,054 281,434 136,222 98,135 227,601 

depreciation $000's 7,754 8,254 9,765 8,323 8,241 

amortisation $000's 23,525 13,006 8,785 7,839 7,770 

eBit $000's 181,775 260,174 117,672 81,973 211,590 

Financial income $000's 14,174 3,272 7,784 17,028 7,645 

Financial expenses $000's 12,169 8,912 5,825 4,295 5,189 

equity accounted profits/(losses) $000's (10,934) (12,338) (3,666) - -

income tax expense $000's 47,782 73,638 43,281 28,161 64,456 

NPat $000's 125,064 168,558 72,684 66,545 149,589 

balanCe sheet
current assets $000's  779,842  676,595 371,269 357,908 319,693 

Non-current assets $000's  787,229  751,409 665,997 254,741 272,423 

total assets $000's 1,567,071 1,428,004 1,037,266 612,648 592,116 

current liabilities $000's  211,801  180,481 153,228 98,090 121,986 

Non-current liabilities $000's  226,675  238,458 193,562 99,748 78,957 

total liabilities $000's 438,476 418,939 346,790 197,838 200,943 

interest bearing debt $000's  99,422  107,833 48,515 17,328 10,716 

Net debt $000's (248,794) (159,743) 26,037 (79,237) (157,887)

Net assets $000's  1,128,595  1,009,065 690,476 414,810 391,173 

Shareholders' equity $000's  1,128,595  1,009,065 690,476 414,810 391,173 

Cash FlOw
Net receipts/(payments) in the course of operations $000's 221,314 212,361 (15,656) 78,311 221,630 

other receipts/(payments) from operating activities $000's (44,186) 2,044 (20,212) (48,181) (20,139)

cash flows from operating activities $000's 177,128 214,405 (35,868) 30,131 201,491 

Payments for exploration, evaluation and development $000's (10,310) (14,769) (8,522) (8,421) (6,729)

Payments for property, plant and equipment $000's (9,824) (25,021) (16,348) (19,829) (7,301)

other receipts/(payments) from investing activities $000's (60,403) (46,042) (6,736) (12,570) 51,121 

cash flows from investing activities $000's (80,537) (85,832) (31,606) (40,820) 37,091 

Proceeds from issue of shares $000's 61,997 184,583 0 0 152 

Net increase/(repayment) of borrowings $000's 0 (21,842) 19,762 (1,139) (20,434)

dividends paid $000's (53,410) (29,702) (19,481) (54,340) (61,412)

other receipts/(payments) from financing activities $000's (24,538) (16,514) (6,894) (5,869) (6,423)

cash flows from financing activities $000's (15,951) 116,525 (6,613) (61,348) (88,117)

shares
Number of shares on issue at year end 000's  254,333  243,980 212,157 187,380 187,380 

closing share price $/share 12.12 6.60 16.87 6.77 4.48 

earnings per share basic cents 49.3 79.3 36.6 35.5 83.3 

earnings per share diluted cents 49.3 79.2 36.6 35.5 83.2 

Net tangible assets per share $/share 4.34  4.03  3.13  2.21  2.09 

dividends per share cents 25.00  13.00 17.00 18.00 41.00 

dividend payout ratio % 50.8 19.6 49.6 50.7 50.9 

market capitalisation $000's 3,082,516 1,610,268 3,579,089 1,268,565 839,464 

ratiOs
return on average shareholders equity % 11.7 19.8 13.2 16.5 47.7 

return on invested capital % 10.7 16.2 10.0 13.3 36.8 

return on assets %  8.0  11.8  7.0  10.9  25.3 

Net interest cover (eBitda/interest paid) times 24.96  41.0 44.7 60.5 67.9 

Net debt to equity % (22.0) (15.8) 3.8 (19.1) (40.4)

Other
average coal price a$/tonne  129.69  157.07  109.13  95.61  108.41 

cost excluding eBitda/tonne sold a$/tonne  88.48  93.50  71.98  69.75  62.27 

eBitda/tonne sold a$/tonne  41.21  63.56  37.14  25.86  46.14 

NPat/tonne sold a$/tonne  24.19  38.07  19.82  17.54  30.33 

Shipments - excluding purchased coal

Coppabella - 100% tonnes 000's 3,886 3,106 2,816 3,749 4,014 
Moorvale - 100% tonnes 000's 3,168 2,934 2,202 1,428 2,715 
Macarthur Coal's attributable tonnage tonnes 000's 5,170 4,428 3,678 3,795 4,933 
prOduCtiOn - attributable to Macarthur Coal
Coppabella
overburden removed bcm 000's 27,690 21,958 27,409 34,423 32,189 

run-of-mine production tonnes 000's 3,468 2,899 2,169 3,715 3,347 

chPP feed tonnes 000's 3,349 3,012 2,528 3,236 3,824 

average chPP plant yield %  80  81  79  79  79 

Saleable coal production tonnes 000's 2,695 2,441 1,989 2,559 3,020 

Moorvale
overburden removed bcm 000's 18,677 16,237 13,425 11,173 8,650 

run-of-mine production tonnes 000's 2,912 2,887 1,938 1,684 2,432 

chPP feed tonnes 000's 3,030 2,716 2,035 1,621 2,607 

average chPP plant yield % 77 82 76 66 77 

Saleable coal production tonnes 000's 2,334 2,229 1,543 1,075 2,002 

total
overburden removed bcm 000's 46,367 38,195 40,834 45,596 40,839 

run-of-mine production tonnes 000's 6,380 5,787 4,107 5,399 5,779 

chPP feed tonnes 000's 6,379 5,728 4,563 4,857 6,430 

Saleable coal production tonnes 000's 5,030 4,669 3,531 3,635 5,022 

Five year perFOrManCe histOry
F

or
 p

er
so

na
l u

se
 o

nl
y



aGilitY iN a GloBal marKet18

reMeMberinG Ken talbOt 
26 August 1950 – 19 June 2010

KeN talBot WaS a PioNeer aNd icoN oF the  
auStraliaN coal iNduStrY.  iN JuNe, he WaS PurSuiNG 
hiS iNterNatioNal viSioN For the coal, Steel aNd 
eNerGY iNduStrieS WheN he WaS traGicallY Killed  
iN a PlaNe craSh iN aFrica.  

Not only was he the founder of macarthur coal, Ken was the driving force 

behind the company for over a decade.  it was through his perseverance, 

tenacity and can do attitude that macarthur coal became a Queensland 

corporate success story. the company will be forever in his debt.

Ken was a big picture man with entrepreneurial flair and a gift for building  

lasting friendships with people from all walks of life. he was incredibly loyal  

and passionate and the opportunities he created were shared with those 

around him.  Ken’s secret was to find the ‘win-win’ scenario for both his 

business partners and his customers, and this proved to be a winning formula. 

For those who shared his journey to build macarthur coal, Ken showed the 

team what could be achieved when you take calculated risks and don’t take 

no for an answer. he was able to share his vision for macarthur coal with 

investors and customers alike, and brought people together with the common 

goal of building a leading independent coal company.

When Ken wanted to develop coppabella mine the odds were against him.  

the economy was experiencing a downturn and banks were reluctant to 

support a small coal mining company when prices were depressed. But 

Ken prevailed – a testament to his ability to build strong and respected 

relationships within the industry. 

today, macarthur’s values of “value People, lead the Way, Work together and 

talk Straight” are a reflection of Ken talbot’s personal values and his unique 

‘work hard, play hard’ approach to life.  his generosity was legendary. Not only 

has he left a lasting legacy at macarthur coal but also in the communities in 

which he has lived.  

as a self professed old school miner, he will be remembered as a businessman, 

philanthropist, friend and family man.
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OperatiOns

2
SNaPShot

coPPaBella miNe

moorvale miNe

iNFraStructure 

cuStomerS aNd the coal marKetF
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OperatinG Mines inFrastruCture

Coal is transported through the Goonyella coal chain  
to the Dalrymple Bay Coal Terminal (DBCT) for exporting

customers – 
3 continents
americas – 12%
asia – 63%
europe – 25%

Port
dBct 

Below rail
Qr Network

CustOMers and COal MarKets

above rail
Qr National
Pacific National

Coppabella Mine

Moorvale Mine

snapshOt
oPeratioNal eXcelleNce haS BeeN 
aN imPortaNt oBJective SiNce 
macarthur coal commeNced  
aS oWNer oPerator at coPPaBella  
iN decemBer 2006. the Broad 
areaS oF FocuS For achieviNG 
oPeratioNal eXcelleNce are health 
aNd SaFetY, miNe ProductivitY  
aNd PlaNNiNG, coSt maNaGemeNt 
aNd eNviroNmeNtal PerFormaNce.

Providing a safe working environment for 

macarthur coal’s people is the cornerstone of 

operational excellence so it is pleasing to report 

that the company’s safety record continued to 

improve in 2010. at coppabella mine the safety 

record is better than it has ever been in its history 

and well below the industry average. 

Nevertheless, it is critical that macarthur coal 

remains vigilant about safety every day and 

continuous improvement is a key objective in  

this area.

during 2010, macarthur coal re-employed  

28 operations people that had been made 

redundant in 2009 in response to the global 

financial crisis. this was a demonstration of the 

value placed on employees and benefitted the 

business by re-engaging people who are trained in 

macarthur’s equipment and processes. continuing 

to live these values will be important in helping 

the business retain its workforce as the resources 

industry continues to expand and demand for 

skilled workers increases. See page 48 for further 

information on People.

coppabella and moorvale mines returned to full 

production in response to increasing coal demand, 

and it was important to remain focused on 

equipment productivity and utilisation to achieve 

annual sales targets. in fact, the shovel and 

excavator fleets achieved several monthly records 

throughout the year.

coppabella mine utilised its full production fleet 

from late 2009 contributing to actual coal mined 

being ahead of target. in addition, the successful 

trial of innovative coal specific truck bodies 

resulted in a more efficient coal mining fleet. 

Selective mining techniques in coppabella’s east 

Pit also proved successful with higher feed rates

in the coal handling and Preparation Plant (chPP) 
and higher yields than predicted. 

moorvale mine’s fleet returned to full production 
ahead of plan in July 2009 and produced coal well 
ahead of targets for the year. the northern part 
of the mine – Pit F – was opened during the year 
using 'terrace mining', a new mining methodology 
for macarthur coal. the introduction of terrace 
mining at moorvale and a forward looking coal 
quality process will help moorvale mine maintain 
a rolling ten-year mine life. See the case study on 
Pit F on page 25 which explains 'terrace mining' 
methodology.

increased water management requirements were 
introduced by the department of environment and 
resource management in december 2009 and 
remain an important focus for the company. 
although water management plans were 
developed and capital expenditure planned for 
water management infrastructure, the water 
storages on site were almost at full capacity 
from the 2008 floods. the wet season at the 
commencement of 2010 saw significant rainfall 
at both the coppabella and moorvale mines 
resulting in water discharges from both sites 
and penalty infringement notices (PiN). each 
PiN carried a fine of $2,000. Further capital 
expenditure is planned during the 2011 financial 
year to manage the new water discharge 
conditions and ensure good environmental 
performance at both mine sites. 
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aChieveMents and ChallenGes
seCtiOn 

reFerenCe

coppabella and moorvale mines

operational excellence has been an important objective since macarthur coal commenced as owner operator at coppabella in december 
2006. the broad areas of focus for achieving operational excellence are health and safety, mine productivity and planning, cost management 
and environmental performance.

Providing a safe working environment for macarthur coal’s people is the cornerstone of the company's operational excellence objective and 
continually finding ways to improve environmental performance also underpins the objective of operational excellence.   
the Sustainability section on page 43 provides commentary on achievements and challenges in these important areas.

during 2010, macarthur coal completed re-employment of operations people that had been made redundant in 2009 in response to the 
global financial crisis, demonstrating the value placed on employees. macarthur coal also focused on optimal mine planning resulting in  
no depletion of Jorc reserves at coppabella.

coppabella and moorvale mines returned to full production earlier than planned in response to a rapid increase in customer demand.  
improved equipment production during the year was assisted by a strategy to improve productivity and utilisation of the large mining fleets, 
for which several monthly records were achieved. also, access to tier one tyres improved truck fleet productivity.

coppabella mine expanded its production fleet in 2010 by reinstating equipment parked during the downturn which contributed to actual 
coal mined being well ahead of target. in addition, the successful trial of innovative coal specific truck bodies contributed to a more efficient 
coal mining fleet.  Selective mining techniques in coppabella’s east Pit also proved successful with higher yield and higher feed rates in the 
coal handling and Preparation Plant (chPP) than predicted.  

moorvale mine’s production fleet was brought back to full production in July 2009 ahead of plan and the mine also produced coal ahead 
of target for the year. the northern part of the mine – Pit F – was opened during the year introducing 'terrace mining', a new mining 
methodology for macarthur coal. the introduction of terrace mining at moorvale and forward looking coal quality process will help moorvale 
mine maintain a rolling ten-year mine life. See the case study on Pit F on page 25 which explains 'terrace mining' methodology, which will 
be at a higher operating cost given limited dozer push and cast blast.

terowie village, macarthur’s purpose built accommodation village at moorvale, featuring 320 rooms, central kitchen and recreational 
facilities commenced operation in July 2009.  State of the art recreational facilities at the village, including a pool, gymnasium, squash and 
tennis courts were completed during the year.  at peak times terowie village can accommodate up to 500 residents a month. 

pages  
22 to 25

infrastructure

to achieve macarthur coals’ strategic objective of sustainable growth, it is critical that access to rail and port infrastructure is secured. 

during the year, the company completed its objective of aligning its contracted rail and port capacity.  this was achieved when:

•	 Macarthur	Coal	and	the	CMJV	each	signed	long-term	contracts	with	Pacific	National	for	the	haulage	of	coal	to	Dalrymple	Bay	Coal	
terminal (dBct) from the coppabella and moorvale mines

•	 Following	the	completion	of	the	Stage	7	DBCT	expansion	at	the	end	of	the	2009	financial	year,	the	Company	also	obtained	additional	
take-or-pay capacity at dBct.

as coal demand recovered during 2010, significant shipping delays were once again a factor affecting all coal exporters using the Goonyella 
coal System.  Substantial investments continue to be made to expand capacity and all stakeholders collaborate to optimise the performance 
of this critical infrastructure asset. macarthur coal's increased capacity enabled record sales to be made from coppabella and moorvale mines.

the company welcomed the Queensland Government’s endorsement of the construction of the Goonyella abbot Point expansion, connecting 
the Goonyella rail system with the Newlands rail system paving the way for coal produced in the northern Bowen Basin to be exported 
through an expanded abbot Point coal terminal.  capitalising on this endorsement, the company was also able to secure matching port and 
rail access at the expanded abbot Point coal terminal from January 2012, supporting the development of the middlemount mine project.  

during the year, the company also participated in an industry led consortium to develop and fund the Wiggins island coal terminal.  

page 26

customers and coal markets

demand for metallurgical coal progressively improved throughout the year presenting the challenge of balancing the requirements of 
existing customers with new customers secured during the global financial crisis.  

Significant effort went into expanding the company’s customer base including developing networks and relationships to capitalise on the 
developing markets in china and india and the company secured its first shipment of ‘coppabella Pci’ to hyundai Steel during the year.  

Shorter term pricing arrangements sought by customers also presented a challenge and, in line with the majority of coal producers, 
macarthur coal moved to quarterly or bi-annual contract pricing periods in 2010 in response to increasing price volatility.

page 28
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COppabella Mine
macarthur coal develoPed the 
coPPaBella miNe oN time aNd oN 
BudGet From a GreeNField Site iN 
JuNe 1998 to aN oPeratiNG miNe 
iN leSS thaN FiFteeN moNthS. 
coPPaBella WaS oPerated BY 
coNtractorS uNtil decemBer  
2006 WheN macarthur FirSt 
Became aN oWNer oPerator.

2010 perFOrManCe

coppabella returned to full production in 2010 
as coal demand returned to levels experienced 
before the global financial crisis. the two 
excavator fleets stood down in december 2008 
were returned to full service by September 2009. 
the mine also installed greater dozer capacity to 
increase the removal of overburden. as a result, 
the mine produced 2.7mt of product coal for the 
reporting period, exceeding its production target 
of 2.6mt which was originally based on full 
production for the year.

Productivity improved during the year on all 
equipment including several production records. 
the improved production performance was 
achieved despite moranbah recording double 
its historical mean rainfall during January, 
February and march. Force majeure was declared 
from 19 to 29 march 2010 in response to the 
suspension of port and rail services through  
dBct as a result of cyclone ului. 

COppabella Mine

macarthur coal’s ownership 73.3%

other ownership interests 7% citic resources australia Pty ltd

7% marubeni corporation

7% Sojitz corporation

3.7% JFe Shoji trade corporation

2% NS trading co ltd

tenements ml 70161, ml 70163, ml 70164, ml 70236 and ml 70237

location 140km south-west of mackay near the townships of Nebo and 

moranbah

coal type lv Pci coal

the average seam thickness is 10 metres

manager macarthur coal (c&m management) Pty ltd on behalf of the 

coppabella and moorvale Joint venture

mining operations coal is mined using conventional strip mining using a dragline  
with truck and shovel and excavators for pre-stripping operations. 
mining operations are carried out by macarthur coal  
(c&m management) Pty ltd (mccm) and coal processing is 
undertaken by Sedgman ltd through an 800tph chPP.  
mining and coal preparation activities are carried out 24 hours per 
day, seven days a week. 
Blasting activities are carried out by orica ltd.

2010 production target 2.6 million tonnes (mt) product

2010 actual production 2.7mt product and 3.5mt rom

2011 production target 2.8mt product

in spite of the impact of wet weather, coppabella reported attributable coal sales of 633Kt in the 
march quarter, an improvement of 49.2% on the corresponding quarter of the previous year. the 
impact of wet weather on operations totalled 40 days throughout the summer wet season. 

coppabella managed to maintain its Jorc reserves, not withstanding rom tonnes mined during the year.

See the Sustainability section on page 43 for further detail on performance for the coppabella mine. 

"the adaGe 'SaFetY PaYS' haS aPPlied to 

coPPaBella With a coNtiNuallY imProviNG 

SaFetY culture traNSlatiNG to Better 

oPeratioNal PerFormaNce." Peter Kane, chief operating officer
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Coppabella RoM Coal (Mt)
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rOM tonnes in 2010 were higher given the return to full production 
and consuming prior years overburden removed in advance.

Overburden removal increased year on year but was lower than 
full production given the GFC. Overburden removal rates were at 
full production capacity from january 2010.
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MOOrvale Mine

macarthur coal’s ownership 73.3%

other ownership interests 7% citic resources australia Pty ltd

7% marubeni corporation

7% Sojitz corporation

3.7% JFe Shoji trade corporation

2% NS trading co ltd

tenements ml 70290, ml 70291, ml 70319

location 156km south-west of mackay near the townships of Nebo and 

moranbah

coal type lv Pci coal

coking coal 

thermal coal 

the average seam thickness of the resource is nine metres

manager macarthur coal (c&m management) Pty ltd (mccm) on behalf of the 

coppabella and moorvale Joint venture

mining operations mine management and technical services are carried out by mccm.
mining operations are carried out by leighton contractors Pty ltd 
using trucks and excavators. 
coal handling, preparation and train loading are carried out by 
Sedgman ltd through a 600tph chPP. 
mining and coal preparation activities are carried out 24 hours per 
day, seven days per week. 
Blasting activities are carried out by orica limited. 
drilling is undertaken by drillpro.

2010 production target 1.8mt product

2010 production 2.3mt product and 2.9mt rom

2011 production target 2.1mt product

"it iS moSt PleaSiNG to See moorvale miNe 

ProductioN at record levelS, ProviNG the 

traNSitioN to a diFFereNt miNiNG method  

iN the NortherN Part oF our oPeratioNS WaS 

Well WithiN our caPacitY." Peter Kane, chief operating officerMOOrvale Mine
the moorvale miNe iS aN  
oPeN-cut miNe 13 KmS South 
oF the coPPaBella miNe iN 
QueeNSlaNd’S BoWeN BaSiN. 

moorvale WaS develoPed iN leSS 
thaN tWelve moNthS. itS FirSt 
coal WaS miNed iN march 2003 
aNd itS FirSt coal traiN loaded  
iN decemBer the Same Year.

moorvale returned to full production during the 

financial year, producing 2.3 million tonnes (mt) 

of product coal which was well ahead of budgeted 

production of 1.8mt. mining at moorvale was 

prioritised in 2010 given the global financial 

crisis. the mine had lower operating costs 

coupled with flexibility to produce thermal coal 

from the mid working section of the seam.

the 2010 target was based on continued 

mining in a and e pits and opening Pit F with 

a production fleet of three dozers and three 

excavators. as a result of increasing customer 

demand and the sale of thermal coal given the 

global financial crisis, the third of the dozers  

and excavators were commissioned in July 2009, 

ahead of the scheduled re-start in September 

2009. at present, the mine is operated by 

leighton contractors Pty ltd and coal processing 

is operated by Sedgman ltd overseen by 

macarthur coal (c&m management) Pty ltd.

For the past year, run of mine (rom) production 

at moorvale was 2.9mt which was in line with 

the previous year.  

excellent throughput and availability of the 
moorvale chPP also contributed to strong 
production figures.  
 

the chPP achieved a number of monthly throughput records throughout the year.

in January 2010, the plant recorded its highest monthly feed of 410,930 tonnes.  

a sustained period of rainfall during the three months to march 2010 caused a minor impact on 
rom production. See the Sustainability section on page 43 for further detail on performance for the 
moorvale mine.
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the increased rate of overburden removal at Moorvale Mine 
was due to a higher strip ratio at the mine and the increase  
in rOM coaling in 2010.

rOM coal production at Moorvale Mine returned to full 
production in july 2009 given the focus on thermal coal and 
spot sales to China in the first half of the year.

MOOrvale Mine – pit F
moorvale mine is made up of six pits (a to F) and production during this 

financial year was based on the mining of two pits, a and e, and the opening  

of Pit F. 

Pit F is different to the other pits at moorvale and presented the team with  

a unique set of challenges. a and e pits have shallow dipping coal  

seams however, in contrast to this, Pit F’s coal seam dips steeply and splits  

into two sections.

to combat this, moorvale has successfully implemented a new mining method 

called ‘terrace mining’. this method is not widely used in the Bowen Basin, but 

is standard in other parts of australia particularly in open pits that have steeply 

dipping ore bodies.

the Pit F terrace mining method relies solely on excavation by truck and shovel, 

and consequently has a higher cost per cubic metre than excavation in Pits a 

and e which use a proportion of cast blast and dozer push.

By the end of 2010, moorvale had six working benches opened and had almost 

completed mining the first two of eight blocks in Pit F. a complex ramp system 

also enables backfilling the pit with waste in line with macarthur coal’s life of 

mine dumping strategy. 

a critical success factor for Pit F has been the use of in-pit quality drilling 

to guide excavation plans and more accurately mine coal to customer 

specifications. Pit F mining will be the focus over the next three years and will 

result in increased mining costs given limited dozer push and cast blast with 

terrace mining.

the terrace mining methodology and coal quality process developed through 

the Pit F experience will be critical to future mining extraction at macarthur 

coal’s mining operations at moorvale’s Pit c and at olive downs North. this 

experience has highlighted the ability of the business to adopt new mining 

methods and meet production targets.

Moorvale overburden Mined (Mbcm)
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inFrastruCture
macarthur coal relieS oN rail 
aNd Port iNFraStructure to 
traNSPort aNd load Product 
coal For ShiPPiNG to cuStomerS. 
the GooNYella rail SYStem liNKS 
coPPaBella, moorvale aNd other 
coal miNeS iN the ceNtral aNd 
NortherN BoWeN BaSiN With the 
eXPort FacilitieS oF dalrYmPle 
BaY coal termiNal (dBct) aNd  
haY PoiNt coal termiNal. iN 2010 
all oF macarthur coal’S Product 
WaS ShiPPed throuGh dBct.

during the year, demand for coal exported 

from australia returned to high levels causing 

renewed congestion in the Goonyella coal 

chain and, as a result, supply chain constraints 

for macarthur coal. despite this congestion, 

a significant throughput improvement was 

obtained compared to the previous year.

Securing future rail and port access is a critical 

component of macarthur’s sustained growth. 

during the year, the company secured matching 

rail and port access at the expanded abbot Point 

coal terminal to support the development of the 

middlemount mine project. this arrangement 

provides macarthur with another option to 

export coal to international customers.

GOOnyella COal Chain 

in recent years, increasing demand for coal exports 
has placed pressure on the Goonyella coal chain 
and caused significant congestion. Substantial 
investments continue to be made to expand capacity 
and all stakeholders collaborate to optimise the 
performance of this critical infrastructure network. 

as coal demand recovered during 2010, 
significant shipping delays were once again 
a factor affecting all coal exporters using the 
Goonyella system. annual throughput for dBct 
was approximately 63mt which was 26% less 
than annual contracted capacity (85mt), but 
an increase of approximately 33% on 2009 
performance. 

the shipping queue at dBct rose as high as 77 
vessels during the year, resulting in average wait 
times in the order of 25 to 35 days. Queues of 60 
to 65 vessels waiting for loading were a regular 
feature of the system throughout the year. in June 
2010, a record monthly throughput level was 
obtained of 75.5mt on an annualised basis. 

dbCt expansiOn

dBct nameplate port capacity reached 85mtpa 
following the completion of the Stage 7 expansion 
at the end of the 2009 financial year. as a result 
of the expansion, macarthur coal obtained 
additional take-or-pay capacity of 3.2mtpa which 
increased to 3.7mtpa from 1 July 2010.

the graph on page 32 provides an outline of 
macarthur coal’s equity share of estimated port 
allocation based on contracted port capacity.

rail transpOrt

in July 2009, macarthur coal commenced a rail 

haulage contract with Pacific National for up  

to 3.7mtpa. this contract matches macarthur 

coal’s increased port capacity at dBct and will 

support future growth projects. the company 

continued its 7.0mtpa (100% cmJv basis) coal 

haulage contract with Qr National throughout 

2010. macarthur shipped 5.3mt during the year, 

supported by the combination of these rail contracts 

and the company's surplus dBct capacity.

From 1 November 2010, Pacific National will 

commence rail haulage from the coppabella 

and moorvale mines for the coppabella and 

moorvale Joint venture, following expiry of 

the current Qr National contract. this contract 

brings macarthur’s rail haulage arrangements 

with Pacific National to 10.7mtpa (100% basis) 

at dBct.

nOrthern MissinG linK and abbOt 
pOint expansiOn

during the year, middlemount coal (a joint 

venture between macarthur coal and Noble 

Group) completed the commercial arrangements 

required for both rail and port to support delivery 

of up to 3.0mtpa to the expanded abbot Point  

coal terminal. 

in april 2010, middlemount coal executed a  

15 year take-or-pay contract with Qr Network  

for track access of up to 3mtpa (effective from  

1 January 2012). 

dalrymple bay Coal terminal - Capacity and throughput

mt annualised
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the rail access under the contract matches  
the 3mtpa abbot Point port contract  
previously secured by macarthur coal and  
also commencing in 2012. in June 2010, a  
long-term rail haulage contract with Pacific 
National was executed to complement the  
port and track access contracts.

this track access contract resulted from the 
Queensland Government’s endorsement of 
the construction of the Goonyella-abbot Point 
expansion (GaPe), previously known as the 
Northern missing link. the project will connect 
the Goonyella rail system with the Newlands 
rail system and will allow coal produced in the 
northern Bowen Basin to be exported through 
an expanded abbot Point coal terminal.

an additional 25mtpa of capacity at abbot 
Point is expected to be completed by mid 
2011, expanding the terminal to 50mtpa 
with matching rail capacity available once 
the GaPe is developed in early 2012. Further 
development stages may expand capacity of 
abbot Point in excess of 100mtpa. capacity 
from 50mtpa to approximately 100mtpa has 
been allocated to two other users at preferred 
proponent status. 

Queensland COal industry rail GrOup

in may 2010, the Queensland coal industry  
rail Group (QcirG) consortium, of which 
macarthur coal is a participant, made an offer 
to the Queensland Government to acquire 
the central Queensland coal track network. 
it would protect existing coal businesses, 
including macarthur coal, through direct 
ownership of the coal rail network. 

Negotiations were continuing at the time of 

this report.

wiGGins island COal expOrt 
terMinal

during the year, macarthur coal continued 

to work closely with other potential coal 

producers to progress development of the 

Wiggins island coal export terminal project 

via an industry-funded delivery model. in a 

significant step forward for the project, in 

december 2009 the company established 

by coal producers (Wiggins island coal 

export terminal Pty ltd (‘Wicet’)) executed a 

framework agreement with the Queensland 

Government and Gladstone Ports corporation 

providing the industry group with the 

opportunity to develop and own the new facility. 

also during december 2009, macarthur coal 

submitted an expression of interest to purchase 

capacity in the initial stages of the proposed 

Wiggins island terminal. the requested 

capacity will support macarthur coal’s southern 

Queensland growth prospects and projects 

including West rolleston and monto. While  

it is expected that initial capacity allocation  

for Stage 1 at the terminal will become 

available from the middle of 2014, capacity  

for macarthur coal’s growth projects is likely  

to be sought in future expansion stages of  

the terminal.

GOOnyella –
abbOt pOint 
expansiOn
in april 2010, the Queensland Government 
endorsed the construction of the  
Goonyella-abbot Point expansion -  
a 69 kilometre rail link that will connect the 
Goonyella rail system with the expanded 
abbot Point coal terminal.  

this project, which was known for many  
years as the “Northern missing link”, 
represents a major milestone for expansion  
of the Queensland coal industry and opens  
up a whole new transport corridor for 
macarthur coal.

as a result of the endorsement by the 
Government, in april 2010 macarthur  
coal and Qr Network executed a 15 year 
take-or-pay contract with middlemount  
coal Pty ltd (an incorporated joint venture 
between macarthur coal limited and Noble 
Group limited). 

this contract is for track access of up to 
3.0mtpa from the middlemount mine to 
abbot Point from 1 January 2012. the 
3.0mtpa rail access arrangement matches 
the 3.0mtpa abbot Point port contract 
previously secured by macarthur coal. this 
will provide the middlemount mine and 
macarthur coal with access to an expanded 
port and provide diversification from the 
existing dalrymple Bay coal terminal. this 
is a major step forward for the middlemount 
mine project and also for the local coal 
industry as it provides another option for 
customers to source coal from Queensland. 
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CustOMers and the COal MarKet 
CustOMers

macarthur’s low volatile Pulverised coal  

injection (lv Pci) coal is sold to the majority  

of the world’s major steel producers. 

lv Pci coal is a type of metallurgical coal used  

in the production of pig iron in blast furnaces.  

Pig iron is the basic feedstock for steelmaking.  

as a result, demand for steel and finished 

steel goods are key indicators of demand for 

macarthur’s lv Pci coal.

traditionally, the company's customers have been 

located in asia (Japan, Korea, taiwan), europe 

and Brazil. in February 2009, macarthur made 

its first sales of lv Pci coal to china. during the 

2010 financial year, the company built on these 

initial sales to establish longer term relationships 

with chinese customers, which represent an 

attractive growth market. 

macarthur coal entered the 2010 financial 

year with an increasingly optimistic demand 

outlook for the company’s lv Pci coal as world 

steel production recovered from the economic 

downturn of late 2008. 

the company has been able to rapidly respond 

and meet demand as traditional customers 

returned to the coal market. combined with the 

strong growth in demand from china, this created 

a positive outlook for lv Pci coal throughout the 

year and into the future.

Current COal MarKet COnditiOns

demand for metallurgical coal progressively 

improved throughout the year and the world 

market is expected to reach approximately 240mt 

in 2010 calendar year compared to 206mt in 

20091 calendar year. 

the improvement was stronger than expected 

and was driven by increasing steel production 

from the depressed levels experienced in 2009, 

particularly in china.

demand from asian customers, especially in 

Korea and india, was strong in 2010. Japan, the 

largest importer of australian coal, recovered 

strongly on the back of increased steel exports, 

despite their domestic market remaining 

subdued. demand from Brazil also strengthened, 

driven by a combination of domestic steel demand 

and growth in exports because of the country’s 

competitive cost of steel production. Steel demand 

and production in europe and the united States 

remain subdued and recovery of demand from 

these economies is expected to be slow.

For macarthur coal, the improvement in  

coal market conditions was most clearly 

demonstrated by the return of demand for lv Pci 

coal from traditional customers. many macarthur 

customers deferred shipments of contracted 

coal volumes in late 2008 and early 2009 as they 

wound down production in response to rapidly 

declining demand for finished steel goods. 

throughout the 2010 financial year, these 

customers have progressively returned to 

shipping contracted volumes. this trend also  

saw a consequent decline in the amount of 

thermal coal sold by macarthur from 26% of  

total sales in 2009 to 7% during 2010 in line 

with increased Pci sales to china.

the combination of improving shipments to 

traditional customers, increasing demand from 

china and continuing infrastructure constraints 

on supply create a positive outlook for the lv Pci 

coal market. 

MOve tO Quarterly priCinG

up until 2009, sales contracts were typically 

negotiated on the basis of annual pricing. in 

2010, in line with the majority of coal producers, 

macarthur moved to quarterly or bi-annual 

contract pricing periods in 2010 in response to 

increasing price volatility. 

lOnGer terM MarKet COnditiOns

there are a number of structural factors that 

underpin macarthur coal’s positive longer term 

demand outlook for lv Pci coal.

the strong growth in steel demand in recent 

years, driven largely by china, has created a 

shortage in steelmaking raw materials, notably 

coking coal for which there are limited resources 

worldwide. increased raw material costs, as a 

result of tight supply, are driving steel producers 

to focus on cost reduction. 

the world’s steelmakers are currently upgrading 

existing blast furnaces to increase their production 

capacity to address growing steel demand. this 

creates new demand for coke that has to be 

fulfilled either by imports or increasing the use of 

Pci coal. lv Pci coal is injected directly into the 

blast furnace as a replacement for more expensive 

coke, thereby creating significant cost savings. 

For more information coal and the Product life 

cycle on page 9.

china’s growth in domestic demand for metallurgical 

coal has resulted in a shortage of export coke. 

having dominated this market up until 2008, 

china’s exports have fallen to a fraction of the 

previous levels. Given this shortage, Pci coal 

demand is significantly enhanced as a coke 

replacement. this factor is emphasised by the 

fact that at full pig iron production, the rest of the 

world is structurally short of coke.

 
1  Macquarie Research

Image courtesy of POSCO
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what is the deMand OutlOOK 
FrOM China FOr MaCarthur 
CoAL’S PRoDuCT?
the most significant change to the seaborne coal market in recent years has been 
the emergence of china as a major importer of metallurgical and thermal coal. china 
imported 37mt of metallurgical coal in 2009 compared to only 3mt in 2008 and imports 
are expected to exceed 40mt in 2010. this would make china the second largest coal 
export market for australia.

in the near term, as traditional buyers have returned to the metallurgical coal market 
and absorbed the majority of supply, imports into china may ease. over the longer term 
however, it is expected that chinese coal imports will remain at high levels based upon:

•	 Continued	massive	growth	in	steel	demand	and	production,	and	therefore	
metallurgical coal demand in china

•	 Limitations	on	domestic	metallurgical	coal	resources	and	development	of	sufficient	
production capacity to meet growing demand 

•	 The	ability	of	imported	supply,	especially	from	Australia	to	compete	on	a	cost	basis	
with domestic supply.

Nevertheless, china will remain a price sensitive buyer of metallurgical coal because 
of the availability of domestic supply. imports are expected to fluctuate based on the 
balance of supply and demand for seaborne coal and market prices.

Queensland coal exporters such as macarthur operate a low cost structure and produce 
consistently high quality product. this gives macarthur’s lv Pci coal a competitive 
advantage in china as long as the company’s product remains cost-competitive with 
china’s domestic supply.

2011 expeCted sales by prOduCt

4% thermal coal 3% coking coal

93% Pci

2010 sales by MarKet

12% 
americas

25% europe

63% asia

2011 expeCted sales by MarKet

14% 
americas

24% europe

62% asia

2010 sales by prOduCt
7% thermal

4% coking coal

89% Pci

Image courtesy of POSCO
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SNaPShot

reSourceS aNd reServeS

middlemouNt miNe develoPmeNt

ProJectS uNder evaluatioN

eXPloratioN ProSPectS

GrOwth

3
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snapshOt

sustainable GrOwth

macarthur has a history of developing grassroots 
assets into productive and profitable producing 
mines. the continuous development of new 
organic mining operations underpins the company’s 
strategic objective of sustainable growth. 

macarthur has an extensive portfolio of highly 
prospective tenements at all stages from concept 
and exploration to development and operation. 
this portfolio will allow the company to extend 
the life of the moorvale mine, and continue new 
mine development including selecting a fourth 
project to reach the target of doubling sales 

to 9.2mtpa by 2014. macarthur coal’s growth 
portfolio also reduces the company’s risk profile 
by diversifying mining operations, coal types and 
infrastructure access. Successfully exploiting the 
portfolio helps macarthur remain an independent 
coal producer and expand lv Pci coal market 
share and bargaining power.

siGniFiCant develOpMent pipeline

moorvale

Willungavermont east West rolleston

moorvale West

exploration / concept Pre-feasibility Study Feasibility Study development operating assets

North/West 
Burton

olive downs 
North

capricorn

monto

codrilla

middlemount

coppabellaWest Walker olive downs 
South

coppabella
underground

moorvale
underground

macarthur coal limited     2010     aNNual rePort     

aChieveMents and ChallenGes
seCtiOn 

reFerenCe

middlemount mine Project

Sustainable growth is an important objective for macarthur coal and is integral to fulfilling the vision to be an independent growth 
focused coal company delivering long-term shareholder value.

the middlemount mine project (an incorporated joint venture with Noble Group limited) will be macarthur coal’s next major operating 
mine, the third in the company’s portfolio.  the mining lease for middlemount mine was granted in September 2009, paving the way for 
construction of the coal handling and Preparation Plant which is expected to be commissioned in September 2010.  a major challenge 
faced by the middlemount mine project during the year was advancing designs for a dedicated rail spur line linking the mine to the 
Goonyella rail System.  Subject to approvals, middlemount coal expects construction of the rail spur line and loop to be completed by 
the end of the 2011 calendar year.

page 35

Projects under evaluation

to achieve a target of 9.2mtpa of sales by 2014, the company is focused on evaluating options from the company’s tenement portfolio 
to develop a fourth mine project.  during the year, an optimised mine plan for olive downs North was finalised, facilitating an extension 
of the life of mine for moorvale.  in addition, a feasibility study for codrilla and a pre-feasibility study for Willunga were progressed to 
facilitate a decision on the fourth mine project in 2011.

page 36

exploration Prospects

exploration and evaluation expenditure for the year totalled $11.1 million. exploration and evaluation activity was primarily focused 
on the Willunga and West rolleston areas to increase understanding of the resources in those areas to enable project planning and 
evaluation activities to commence. middlemount Jorc resources increased by 22%.

page 40

F
or

 p
er

so
na

l u
se

 o
nl

y



aGilitY iN a GloBal marKet32

aliGninG prOduCtiOn with rail and 
pOrt allOCatiOn 

Part of macarthur coal’s sustainable growth 

objective is to align production with contracted 

port allocation through organic growth. the 

company aims to achieve this by doubling sales 

over the five years from 2009 to 2014 to 9.2mtpa. 

this will involve developing the middlemount 

mine project (up to 4.0mtpa in product Stages 1 

and 2 at 100%) and one other mine (up to 3.0mtpa 

product coal, 100% basis). the olive downs 

North satellite pit will also be brought on line 

after 2014 to extend the life of the moorvale mine. 

the graph to the right illustrates macarthur coal’s 

contracted port capacity at dalrymple Bay coal 

terminal (dBct) and abbot Point through to 2018, 

with the key points being: 

•	 Following	completion	of	the	contract	ramp	

up, macarthur coal’s long-term port capacity 

at dBct is 8.2mtpa (equity share).

PROGRESS STAGE PROJEcT PROJEcT TYPE cOAL TYPE POTENTIAL PORT

development middlemount Greenfield metallurgical/thermal coal abbot Point

evaluation – open-cut

codrilla Greenfield metallurgical/thermal coal dBct

olive downs North Brownfield expansion metallurgical/thermal coal dBct

vermont east/Willunga exploration and evaluation metallurgical/thermal coal dBct or Wiggins island 

monto exploration and evaluation thermal coal Wiggins island

evaluation – underground
moorvale underground Brownfield expansion metallurgical coal dBct

moorvale West exploration and evaluation metallurgical coal dBct/ abbot Point/ Wiggins 
island

exploration – underground
coppabella underground Brownfield expansion metallurgical coal dBct

North/West Burton tenement Portfolio metallurgical/thermal coal dBct or abbot Point

exploration – open-cut

West rolleston exploration and evaluation thermal coal Wiggins island

olive downs South exploration and evaluation metallurgical/thermal coal dBct or Wiggins island

West Walker tenement Portfolio metallurgical coal dBct

capricorn tenement Portfolio metallurgical/thermal coal Wiggins island

Macarthur Coal equity share of port contract (mtpa)

•	 The	existing	rail	haulage	contract	with	

Pacific National matches the increase in 

dBct port capacity of 3.7mtpa (100%).

•	 Abbot	Point	allocation	of	up	to	3.0mtpa	

(100%) is matched to rail access after 

completion of the Goonyella-abbot Point 

expansion in 2012 and will be used 

by middlemount coal Pty ltd with the 

company's share at 70%.

•	 The	existing	rail	contract	with	Pacific	
National was secured during 2010 to rail  
up to 3.7mtpa to match the increased abbot 
Point port allocation.

See page 26 for more information on infrastructure.

the project tenement portfolio is outlined  
below, reflecting over 1.6 billion (100%) tonnes  
in Jorc resources as at 30 June 2010. See  

page 33 for the Jorc resources and reserves 

table and competent Persons’ Statements. 

dBct equity share assumes partial allocation of the 3.7mtpa port contract to related joint ventures and the fourth mine project to 
2014. From 2015, equity share is assumed to be 5.1mtpa for cmJv plus 3.1mtpa for macarthur coal’s equity share (85%) of the fourth 
mine project only.

abbot Point dalrymple Bay mcc equity Share (with middlemount 50% equity share)

0 0.00

aFY11 aFY12 aFY13 aFY14 aFY15 aFY16 aFY17 aFY18

12 12.00

10 10.00

8 8.00

6 6.00

2 2.00

4 4.00

Bars include mcc ownership of middlemount at 70%. line includes 
mcc ownership of middlemount at 50% from aFY13 onwards.
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all resources comply with the Jorc code 2004. monto was 
re-modeled in 2009 and coal resources now comply with the 
2004 edition of the Jorc code resulting in a reduction in coal 
resources reported.

all reserves reported in the above table are components of the 
reported resources.  moorvale underground coal reserves are 
based and reported on Jorc coal resources as at June 2009.

the information in this report that relates to coal reserves at 
coppabella and moorvale mines and the middlemount mine 
project is based on information compiled by mark Bryant, Be 
mining (hons), mausimm (1). mark Bryant is a member of  
the minserve Group Pty ltd (aBN 43 010 995 767).

the information in this report that relates to coal resources 
at coppabella and moorvale mines is derived from geological 
modelling by mal Blaik BScapp (Geol) (hons), mausimm, (2). 
mal Blaik is employed by JB mining Services Pty ltd  
(aBN 99 050 708 596).

the information in this report that relates to coal resources 
at olive downs North, vermont east/Willunga and codrilla, is 
derived from geological modelling by Greg Jones BSc (hons) 
mausimm, maiG (3) from data compiled by rees thomas, 
which updates prior information compiled by lance Grimstone 
BSc (hons) (Geol), Grad dipl mngt, Faus imm, mmica (4).  
Greg Jones is employed by JB mining Services Pty ltd (aBN 99 
050 708 596).  rees thomas is chief Geologist for macarthur 
coal limited.  lance Grimstone is employed by lance Grimstone 
& associates (consulting) Pty ltd (aBN 23 114 977 829).

the information in this report that relates to coal resources 
at moorvale West, olive downs South and West rolleston is 
derived in part from geological modelling by Greg Jones BSc 
(hons) mausimm, maiG (3) with information compiled by lance 
Grimstone BSc (hons) (Geol), Grad dipl mngt, Faus imm, mmica 
(4). Greg Jones is employed by JB mining Services Pty ltd 
(aBN 99 050 708 596). lance Grimstone is employed by lance 
Grimstone & associates (consulting) Pty ltd (aBN 23 114 977 829).

the information in this report that relates to coal reserves at 
olive downs is based on information compiled by alwyn hyde-
Page, Be mining (hons), Fausimm cP (5). alwyn hyde-Page is a 
member of the minserve Group Pty ltd (aBN 43 010 995 767).

the information in this report that relates to coal resources 
at monto is based on information verified by Greg Jones BSc 
(hons) mausimm, maiG (8). Greg Jones is employed by JB 
mining Services Pty ltd (aBN 99 050 708 596).

the information in this report that relates to coal resources 
at middlemount is derived from geological modelling by Greg 
Jones BSc (hons) mausimm, maiG (6) from data compiled by 
rees thomas. Greg Jones is employed by JB mining Services 
Pty ltd (aBN 99 050 708 596).  rees thomas is chief Geologist 
for macarthur coal limited.

the information in this report that relates to the underground 
coal reserves at moorvale is based on information compiled 
by Jack Steenekamp, Beng(min)(hons), Beng(mech), mBa, 
Fausimm (7). Jack Steenekamp is employed by mining 
consultancy Services (australia) Pty ltd.

mark Bryant, mal Blaik, Greg Jones, lance Grimstone, alwyn 
hyde-Page and Jack Steenekamp have sufficient experience 
which is relevant to the style of mineralisation and type of 
deposit under consideration and to the activity which they are 
undertaking to qualify as competent Persons as defined in the 
1999 and 2004 editions of the australasian code of reporting  
of mineral resources and ore reserves.

mark Bryant, mal Blaik, Greg Jones, lance Grimstone, alwyn 
hyde-Page and Jack Steenekamp consent to the inclusion in  
the report of the matters based on the information in the form 
and context in which it appears.

deFiNitioNS
Source: appendix 5a australasian code for reporting of 
exploration results, mineral resources and ore reserves  
(the Jorc code)

a ‘Measured Mineral resource’ is that part of a mineral 
resource for which tonnage, densities, shape, physical 
characteristics, grade and mineral content can be estimated 
with a high level of confidence. it is based on detailed and 
reliable exploration, sampling and testing information gathered 
through appropriate techniques from locations such as outcrops, 
trenches, pits, workings and drill holes. the locations are 
spaced closely enough to confirm geological and grade continuity.

an ‘indicated Mineral resource’ is that part of a mineral 
resource for which tonnage, densities, shape, physical 
characteristics, grade and mineral content can be estimated 
with a reasonable level of confidence. it is based on 
exploration, sampling and testing information gathered through 
appropriate techniques from locations such as outcrops, trenches, 
pits, workings and drill holes. 

the locations are too widely or inappropriately spaced to 
confirm geological and/or grade continuity but are spaced 
closely enough for continuity to be assumed.

an ‘inferred Mineral resource’ is that part of a mineral 
resource for which tonnage, grade and mineral content can 
be estimated with a low level of confidence. it is inferred from 
geological evidence and assumed but not verified geological 
and/or grade continuity. it is based on information gathered 
through appropriate techniques from locations such as outcrops, 
trenches, pits, workings and drill holes which may be limited or 
of uncertain quality and reliability.

a ‘proved Ore reserve’ is the economically mineable part of 
a measured mineral resource. it includes diluting materials 
and allowances for losses which may occur when the material 
is mined. appropriate assessments and studies have been 
carried out, and include consideration of and modification 
by realistically assumed mining, metallurgical, economic, 
marketing, legal, environmental, social and governmental 
factors. these assessments demonstrate at the time of 
reporting that extraction could reasonably be justified.

a ‘probable Ore reserve’ is the economically mineable 
part of an indicated, and in some circumstances, a measured 
mineral resource. it includes diluting materials and allowances 
for losses which may occur when the material is mined. 
appropriate assessments and studies have been carried out, 
and include consideration of and modification by realistically 
assumed mining, metallurgical, economic, marketing, legal, 
environmental, social and governmental factors. these 
assessments demonstrate at the time of reporting that 
extraction could reasonably be justified.

a ‘Competent person’ is a person who is a member or Fellow 
of the australasian institute of mining and metallurgy, or of 
the australian institute of Geoscientists, or of a ‘recognised 
overseas Professional organisation’ (‘roPo’) included in a list 
promulgated from time to time. 

 a ‘competent Person’ must have a minimum of five years 
experience which is relevant to the style of mineralisation and 
type of deposit under consideration and to the activity which 
that person is undertaking.

RESouRCES AND RESERVES STATEMENT (100% Project Basis) as at 30 june 2010

  Resources (Mt) Recoverable Coal Reserves (Mt) Competent 
person 

(Reference) 
Measured indicated inferred total proved 

reserve
probable 
reserve

total

coppabella 59.7 121.6 16.5 197.8 41.0 22.0 63.0 1,2

moorvale open-cut 31.0 2.7 0.3 34.0 31.0 2.0 33.0 1,2

moorvale underground 35.7 34.3 13.9 83.9 6.5 8.7 15.2 1,7

middlemount 89.3 31.5 1.8 122.6 29.0 28.0 57.0 1,6

moorvale West 100.3 31.6 14.0 145.9 - - - 3,4

olive downs North 30.6 35.3 61.1 127.0 - 12.5 12.5 3,4,5

olive downs South 25.8 18.0 228.3 272.1 - - - 3,4,5

codrilla 42.8 12.7 24.0 79.5 - - - 3,4

West rolleston 43.6 15.5 21.0 80.1 - - - 3,4

vermont east/Willunga - - 164.6 164.6 - - - 3,4

monto 22.4 50.0 256.0 328.4 - - - 8

Total 481.2 353.2 801.5 1,635.9 107.5 73.2 180.7

resOurCes and reserves

note: Only those projects that have had resources and reserves determined to jOrC standard are included in this table
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MiddleMOunt Mine develOpMent

the middlemouNt miNe iS 
PoSitioNed to Be the NeXt 
oPeratiNG miNe iN macarthur 
coal’S ProJect PortFolio.

the Site iS aPProXimatelY  
6KmS South oF the toWNShiP  
oF middlemouNt aNd 120KmS 
South oF coPPaBella miNe.

middlemouNt haS ProductioN 
aPProval For 1.8mtPa rom With 
PoteNtial to eXPaNd to 5.4mtPa 
rom. thiS develoPmeNt helPS 
uNderPiN macarthur coal’S 
StrateGY to douBle ProductioN 
over Five YearS to achieve SaleS  
oF 9.2mtPa BY 2014. 

prOjeCt histOry

macarthur coal acquired its interest in the 

middlemount mine project in January 2008 

through the purchase of custom mining limited. 

the principal asset purchased was a 74.66% 

interest in the middlemount mine project through 

middlemount coal Pty ltd (“middlemount coal’).

the Noble Group is macarthur coal’s joint 

venture partner in middlemount coal. Noble 

currently owns 27.52% of middlemount coal 

after a transfer of shares equivalent to 2.18%  

of the company was made to Noble by 

macarthur coal in april 2010 for $7.0 million. 

Noble retains rights to increase its stake in  

the joint venture to 30%. Noble also has an 

option to acquire an additional 20% equity  

in middlemount coal for $100 million up to  

18 months after construction of the coal 

handling and Preparation Plant (chPP) is 

completed. if Noble elects to exercise its  

option, macarthur coal and Noble will each  

hold 50% of the project.

Gloucester coal ltd announced its intention to 

acquire Noble Group limited's interests in the 

middlemount mine project in July 2010, subject 

to shareholder approval which is expected to be 

sought in late 2010 calendar year.

MininG OperatiOns
a mining lease was granted to middlemount 

coal in September 2009 for a mine with production 

capacity of 1.8mtpa rom. construction of the 

chPP and other mine infrastructure (dams, roads 

and other earthworks) commenced shortly after 

the lease was granted and is expected to be 

commissioned in September 2010.

the plant was designed and supplied by 

Sedgman ltd which has also been contracted  

to operate the plant once it is commissioned.

a bulk sample pit was established at middlemount 

at the end of 2007 to help conduct detailed 

investigations of coal quality at the mine. a total 

of 200,000 tonnes of rom coal was mined from 

the bulk sample pit during 2008, with 150,000 

tonnes of this coal transported by road to the 

coppabella mine for trial processing and sale.

pOwer and water

in 2010 middlemount mine, in conjunction 

with ergon, completed an options study for the 

delivery of a dedicated power feed to the site. 

a permanent power connection to the mine 

will be established in the first half of 2012, 

with an upgrade being completed in the second 

half of 2014. a diesel power station has been 

established to power the mine prior to the 

establishment of a permanent connection.

middlemount has been liaising with other 

producers in the area for access to infrastructure 

to supply water in the short term. middlemount 

had previously secured 1,831ml of water from 

the mcKenzie river system. Sunwater was 

engaged to complete an options study for the 

delivery of a standalone delivery system to the 

mine. it is expected that a standalone pipeline 

will not be required for up to three years.  

there were no environmental issues at 

middlemount coal during the year despite  

a prolonged wet season. in 2010, $14.5 million 

was spent on environmental measures including 

a mine flood levee, sedimentation and other dams.

the site had no lost time injuries in 2010 and  

no major injuries since infrastructure construction 

commenced in october 2009. For more information 

see health and Safety on page 46.

middlemount coal has made a development 

application for the construction of a dedicated 

rail spur line and loop linking the mine to the 

Goonyella rail System. construction of the 

rail spur line and loop will allow coal from 

middlemount to be transported to dalrymple  

Bay coal terminal and abbot Point coal terminal 

for export. the public comment and review period 

for the application closed in July 2010 and advanced 

design and detailed engineering of the rail loop  

is complete. middlemount coal has appointed  

an alliance to design and construct a dedicated 

rail loop to connect the mine to the expanded  

rail network. Subject to approvals, middlemount 

coal expects construction of the rail spur line 

and loop to be completed by the end of the 2011 

calendar year.

staGe 2 develOpMent

GiveN the Size aNd QualitY oF the 
coal reSource at middlemouNt, 
SiGNiFicaNt WorK haS BeeN 
uNdertaKeN to aSSeSS Future 
eXPaNSioN oF ProductioN uP to a 
PoteNtial total oF 5.4mtPa rom coal.

increasing middlemount production above  

1.8mtpa rom coal will require an environmental 

impact Study (eiS) to assess potential 

environmental impacts. an eiS will be submitted 

in September 2010 followed by an environmental 

authority application which will be subject to  

a public comment and review period in the 

second half of 2011. as a result, any increase  

in production is not expected to occur until  

early 2013 calendar year.

an increase in production would involve a 

progressive ramp up requiring additional capital 

investment. the chPP has been designed so 

that it can be easily expanded from its current 

capacity of 2.6mtpa up to 5.4mtpa rom coal.
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prOjeCts under 
evaluatiOn
the comPaNY haS a NumBer oF 
ProJectS uNder evaluatioN to 
ideNtiFY aNd PrioritiSe thoSe 
SuitaBle For develoPmeNt iNto 
oPeratiNG miNeS. the ecoNomic 
aNd techNical FeaSiBilitY oF 
traNSitioNiNG theSe ProJectS iNto 
develoPmeNt aNd oPeratioN are 
aSSeSSed iN the evaluatioN PhaSe.

See the map on page 2 for the location of the 
following projects.

COdrilla

the codrilla deposit is located 30 kilometres 
south-east of the existing moorvale mine. a 
project feasibility study for codrilla is expected 
to be completed by december 2010. Subject 
to satisfactory outcomes from the study and 
necessary regulatory approvals, the project  
could commence operations in 2012 utilising  
the company’s increasing port capacity at 
dalrymple Bay coal terminal (dBct).

the concept study for development of the codrilla  
deposit proposed an open-cut truck/shovel 
operation at a nominal 4.0mtpa rom (3.2mtpa  
lv Pci coal). rom coal would be washed in a 
new coal handling and preparation plant (chPP) 
to be built at codrilla with product coal trucked to 
moorvale mine for rail loadout.

a draft environmental impact Statement (eiS)  
for codrilla is expected to be submitted for public 

comment by october 2010. 

Macarthur Coal’s ownership 85% 

Other ownership interests 15% citic 

tenements ePc 676 

location 

the codrilla deposit is located 30km south east of the existing 
moorvale mine. the resource is dissected by the Fitzroy 
development road (Beef road) approximately 25km south of its 
junction with the Peak downs highway in central Queensland 

port dalrymple Bay coal terminal

Coal types 

lv Pci coal (similar to that produced at coppabella and moorvale 

mines), mined from the leichhardt seam (1.8 metre average) and 

vermont seam (7.8 metre average) 

resource status 

a synclinal u shaped deposit to 150 metres depth 
these coal resources adjoin another 28km2 of exploration target 
area to 450 metres depth – outlined by 78 drill sites (some cored) 
and 26.5 kilometres of seismic coverage in which coal is known to 
occur in a 7 metre thick seam thought to be the vermont upper Seam

refer to resources and reserves table on page 33

project status 

a greenfield project 

a project feasibility study is expected to be completed by december 

2010

activities undertaken  

in 2010

an environmental impact Study commenced in July 2009 and has 

been progressed throughout 2010. it is expected the findings of this 

study will be released for public comment by october 2010.

environmental baseline studies and modelling for the eiS

infrastructure design studies

mine planning studies

chPP design evaluation

activities planned for 2011
Feasibility study completed by december 2010 

mining lease application lodged by June 2011

COdrilla

aGilitY iN a GloBal marKet
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Olive dOwns nOrth

the olive downs North deposit is located  

15 kilometres south of the moorvale mine.  

it will be a small scale open-cut satellite mining 

operation to extend the life of the moorvale  

mine and will use existing infrastructure. 

the potential for additional resources north of the 

existing mining lease area is also under investigation 

and open-cut Jorc resources south of the 

mining lease area have already been proven. 

the olive downs North mining lease was  

granted in may 2009. the resource is 

predominantly a lv Pci coal with potential  

for a proportion of coking coal.

an optimised mine plan incorporating moorvale 

and olive downs North resources was completed 

during the financial year. the plan includes a 

detailed design of the haul road from olive 

downs North to the moorvale chPP. 

olive downs North has been classified as 

mining property and development in the financial 

statements. this is based on the fact that 

feasibility and commercial viability of the project 

has been demonstrated and it will be operated as  

a satellite pit to the moorvale mine operations.

VERMoNT EAST/WILLuNGA

vermont east and Willunga are adjacent 

prospects located 40 kilometres south of 

macarthur coal’s moorvale mine.

a pre-feasibility study for a 4.0mtpa rom  

open-cut mine at Willunga is due for completion 

in the first half of 2011. this will allow vermont 

east/Willunga to be considered as a potential 

development alternative to the codrilla project  

or for future development post 2014.

extensive exploration of the Willunga area was 

undertaken during the year as a precursor to 

the pre-feasibility study. three drill rigs were 

in operation on the Willunga project during the 

second half of 2010.

macarthur coal’s ownership 73.3% 

other ownership interests 

7% citic resources australia Pty ltd 
7% marubeni corporation 
7% Sojitz corporation 
3.7% JFe Shoji trade corporation 
2% NS trading co ltd 

tenements ePc 649 (north of the isaac river), mls 70354 and 70355 

location 15km south of moorvale mine 

Port dBct

coal types Predominantly lv Pci coal and some coking coal 

resource status 
the initial probable reserve within ml 70354 and ml 70355 is 12.5mt. 
refer to resources and reserves table on page 33

manager 
macarthur coal (c&m management) Pty ltd on behalf of the 
coppabella and moorvale Joint venture

mining operations 
the coal will be processed at the moorvale chPP operated by 
Sedgman ltd

mining commencement date
mining will commence post 2014 and is dependent on economics 
and market demand

activities undertaken  
in 2010 

additional exploration activities continued in 2010 to further refine 
the current open-cut resource and the extent of resources north of 
the existing mining lease 
Future mine planning will focus on the integration of production 
with moorvale operations to optimise potential coal blending 
opportunities and extend moorvale’s open-cut mine life

VERMoNT EAST/WILLuNGA

macarthur coal’s ownership 85% 

other ownership interests 15% citic 

tenements ePcs 850, 721 and 688 

location 

40km south of the moorvale mine
the Willunga and vermont east prospects are geologically distinct 
grassroots prospects at the southern end of the coxendean Sub-basin
the prospects are separated by the isaac river and lie either side 
of a major fault system 

Port dBct

coal types 

initial results for vermont east indicate the possible presence of a 
medium volatile coking coal as well as thermal and Pci coal. the 
Willunga exploration area is anticipated to produce lv Pci and 
thermal coal

resource status 

vermont east adjoins the Willunga prospect and contains a number 
of fault repeated crop zones of the rangal coal measures. 
Willunga is an S-shaped deposit and combined with vermont east 
covers a target area of over 110km2, with open cut potential
refer to the resources and reserves table on page 33

Project status 

the pre-feasibility study for Willunga is due for completion in 
late 2010. if a decision to proceed with the project were made, 
operations could commence in 2014, subject to eiS and other 
regulatory approvals. alternatively, the project could be developed 
post 2014 with additional port capacity at Wiggins island

activities undertaken in 2010

extensive exploration was undertaken during the year with the 
primary focus on the Willunga deposit. the pre-feasibility study 
commenced which involved baseline environmental assessment, 
infrastructure design studies and mine planning

Olive dOwns nOrth
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MOntO

during 2010, macarthur coal updated the 
pre-feasibility study for the monto Stage two 
operation (up to 10mtpa). the company continues 
to assess overall project economics and 
development options particularly the capital costs 
of rail transport to the Port of Gladstone. the 
monto project has submitted an expression of 
interest for contract port capacity at the proposed 
Wiggins island terminal at the Port of Gladstone.

the resource estimate for monto was revised 
in November 2009 from 519 million tonnes (mt) 
to 328mt. this revision was due to changes in 
the australian guidelines for estimating Jorc 
compliant coal resources since the original 
estimate was made in February 2002. While the 
total estimate has been revised downwards, 
the Jorc resources within the proposed mine 
areas remain unchanged at 150mt .  a detailed 
exploration programme has commenced to obtain  
a greater understanding of the total resource and 
a mineral development licence was lodged in 
July 2010. various mine planning scenarios were 
evaluated during 2010 to determine the optimal 
level of production.

MOOrvale underGrOund

development options for the moorvale 
underground project are currently being  
assessed as part of the overall coal production 
and blending optimisation study being undertaken 
for the moorvale mine and olive downs North 
project areas. this assessment continued 
throughout 2010 utilising the pre-feasibility 
study completed during the march 2009 quarter. 
moorvale underground will extend the existing 
mine life of the moorvale mine and utilise 
existing chPP infrastructure. 

MOntO

macarthur coal’s ownership 41% 

other ownership interests 
10% Noble (incorporated joint venture with macarthur coal) 
49% minority joint venture participants

tenements ml 80101 and ePcs 613 and 683 and mdl 445 (application)

location 120km south-west of Gladstone within the mulgildie coal measures

Port Wiggins island coal terminal

coal type thermal coal

resource status refer to the resources and reserves table on page 33

Project status 

exploration and evaluation prospect 
a mining lease was granted in 2005 for production of up to 1.5mtpa 
rom coal (Stage 1).  Feasibility studies of the Stage 1 development 
of the project were undertaken in late 2008 with rail transportation 
being the biggest cost. 
Stage 2 – open cut coal production of up to 10mtpa saleable coal 
a mineral development licence application was submitted in July 
2010 over the resource area to enable the Joint venture to continue 
to progress evaluation of project feasibility

activities undertaken in 2010
the pre-feasibility study for Stage 2 was updated and mine planning 
options undertaken

MOOrvale underGrOund

macarthur coal’s ownership 73.3% 

other ownership interests 

7% citic resources australia Pty ltd 
7% marubeni corporation 
7% Sojitz corporation 
3.7% JFe Shoji trade corporation 
2% NS trading co ltd 

tenements mls 70290 and 70291 

location immediately west of moorvale mine 

Port dBct

coal types lv Pci coal and coking coal 

resource status refer to the resources and reserves table on page 33 

Project status 

Brownfield project  
the moorvale underground project is an extension of the opencut 
life of the moorvale mine 
the mine will be bord and pillar operation with direct entry from the 
high wall of the open-cut mine. Production capacity is estimated at 
up to 1.0mtpa rom coal 
the mining horizon selected from the study was the lower working 
section of the seam which enables a higher coking coal fraction to 
be produced from rom coal

a bord and pillar operation of up to 1.0mtpa rom coal is envisaged, given the results of three 
dimensional seismic and faulting of the resource. the lower portion of the seam could be targeted  
with underground mining equipment, resulting in a greater proportion of coking coal being mined.
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MOOrvale west

the company is reviewing options for 

development of this project. a concept level 

bord and pillar mining study is being explored 

for economic viability as an alternative to 

the existing assumed longwall methodology. 

Pending favourable results, a pre-feasibility 

study will be commissioned to assess 

development options for this project. 

there is potential for rom coal to be hauled 

and processed for moorvale West using 

moorvale mine infrastructure. this project 

area is located close to new underground 

operations being established by other mining 

companies. Knowledge of underground mining 

conditions will be gained from the progress of 

these nearby operations and used to analyse 

potential development opportunities.

MOOrvale west

macarthur coal’s ownership 90% 

other ownership interests 10% citic 

tenements ePc 680 

location 
the moorvale West deposit is located approximately 8km south 
west of the existing moorvale mine and 15km south of the 
coppabella township

Port 

the deposit is immediately adjacent to the Peak downs railway 
line on freehold land. access is via sealed and unsealed council 
roads from the Peak downs highway and by property tracks.  
the rail distance to dBct in mackay is approximately 160km and 
coal could potentially be transported to dBct, abbot Point or 
Wiggins island

coal types lv Pci coal and coking coal 

resource status refer to the resources and reserves table on page 33

Project status 

exploration and evaluation phase for underground bord and pillar 
prospect 
the seams outcrop next to the Peak downs rail line affords drift 
entry and access to some 3.2mt of coal at less than 100m depth
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COppabella underGrOund

macarthur coal’s ownership 73.3%

other ownership interests

7% citic resources australia Pty ltd 

7% marubeni corporation 

7% Sojitz corporation 

3.7% JFe Shoji trade corporation

2% NS trading co ltd

tenements
mls 70164, 70236, ePc 531  
mlas 70384, 70385, 70386, 70387

location
Southwest of mackay and to the north of the existing coppabella 
open-cut mine down dip of the expected final highwall position, at 
depths in excess of the current economic limits of open-cut mining

Port dBct

coal type lv Pci coal 

resources and reserves 

status

Faulting potentially restricts layout and will govern the appropriate 
mining methodology 

once 3d seismic surveys, drilling and analysis work are carried out, 
a pre-feasibility study will examine the potential for establishing an 
underground mine 

refer to resources and reserves table on page 33

Project status

a brownfields prospect with a draft concept study completed

2d seismic data extending north of creek Pit at coppabella and 
down-dip from BhP South Walker creek mine for approximately 
20km, has indicated potentially large shallow underground mining 
areas for further targeted exploration

activities undertaken in 2010
technical studies were undertaken during 2010 to identify targeted 
areas for future exploration and to enable better evaluation of project 
economics

activities planned for 2011
determine target exploration areas within the area north of the 
coppabella mining leases

NoRTH/WEST BuRToN

macarthur coal’s ownership 65% 

other ownership interests 
10% citic  
25% Bowen Basin exploration

tenements ePcs 682, 708, 1115 and 836

location 
50km north-west of coppabella mine, west and north of Burton 
mine and east of North Goonyella mine

Port abbot Point coal terminal or dBct

coal types 

From the coal types at the nearby Burton mine and other adjacent 
projects it is anticipated that the North/West Burton prospect may 
be a source of low to medium volatile coking coal, Pci coal and 
thermal coal in the rangal coal measures

resources status 
Follow up exploration of shallow seismic targets completed with no 
economic resources identified thus far

Project status 
the objective for ongoing exploration will be the determination of 
any potential underground resource

activities planned for 2011
low-scale exploration drilling programme will be undertaken 
to ascertain the underground resource potential and test other 
potential target areas

explOratiOn 
prOspeCts
explOratiOn strateGy

the comPaNY iS committed to 
develoPiNG NeW ProJectS to 
eXPaNd ProductioN, SuPPorted 
BY a coNtiNued FocuS oN 
eXPloratioN.

macarthur coal’s strategic objective in relation  

to exploration is to establish a long term supply 

of development projects and ten years of mine 

life for operations. the company’s approach 

is based on generating maximum value for 

shareholders and incorporates exploration, 

evaluation and development. 

the company invested $11.1 million in 

exploration activities in 2010 and has expenditure 

of $18.8 million planned for 2011.

an overview of exploration prospects is provided 

in this section of the report.
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west rOllestOn

macarthur coal’s ownership 90%

other ownership interests 10% citic

tenements ePcs 786, 781, 833, 856, 871 and 896

location 
40km south of Springsure in central Queensland and 25km west of 
rolleston mine

Port Wiggins island expansion (post 2014 in Stage two)

coal types thermal coal

resources status 

Jorc resource of 80mt previously reported for Freitag creek  
(ePc 786). Potential open-cut thermal coal resource identified  
along strike from ePc 786 into ePcs 871 and 896. No additional 
Jorc resource estimates.  
refer to resources and reserves table on page 33

Project status 
a grassroots prospect that has progressed to the preliminary mine 
planning stage for ePc 786. a draft concept study was completed 
for the Freitag creek Jorc resource (ePc786) in February 2005 

activities undertaken in 2010

West rolleston was a major focus of exploration activity during 
2010 with a substantial exploration drilling programme undertaken 
on ePcs 871 and 896 targeting thermal coal open-cut resources 
identified from 2d seismic and scout drilling. this activity was 
impacted by wet weather

activities planned for 2011

completion of large scale exploration drilling programme to allow 
for full concept study to be completed to identify any development 
potential. continued exploration in southern most tenements to 
determine lateral extent of identified coal resources

west walKer

macarthur coal’s ownership 85% 

other ownership interests 15% citic 

tenements ePcs 657, 666, 757 and 712 

location adjoining coppabella mine tenements to the north 

Port dBct

coal types lv Pci coal similar in quality to the lv Pci coal at coppabella mine 

resource status 

this prospect has an elongated target area of 36km2.  While not 
a highly prospective target, opportunity exists for potential fault 
repeats

Project status 

While there are no Jorc resources, drilling has outlined the 
potential for Pci coal similar to that at coppabella and South 
Walker creek mines at depths suitable for underground mining. 
West Walker is still a relatively low priority prospect area due to it 
being an underground resource

activities planned for 2011

an evaluation study completed during 2009 provided information 
for slim-core and open-hole sites to be selected to establish a 
potential underground Jorc resource along strike from ePc 531. 
drilling activities will be undertaken in 2011
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CapriCOrn

macarthur coal’s ownership 85% 

other ownership interests 15% citic 

tenements ePc 769

location North-east of the town of dingo

Port Wiggins island (post 2014 Stage two) 

coal types
it is inferred from the coal type at Yarrabee mine that the capricorn 
prospect may be a source of semi-anthracite which can be used as 
either a thermal or a Pci coal

resource status

coal occurrences have been outlined and identified through two 
dimensional seismic surveys and more than 50 company and non-
company open holes over an elongated, segmented target area of 
146km2

Project status  

coal occurs adjacent to the Blackwater to Gladstone rail line with 
the company targeting areas of lesser structural disturbance. 
coal seam depths may prove suitable for both open-cut and/or 
underground extraction

activities undertaken in 2010
capricorn is an early stage exploration grassroots prospect. a number 
of areas have been identified for further investigation through 
exploration drilling and possible two dimensional seismic surveys

activities planned for 2011 drilling will re-commence in 2011

Olive dOwns sOuth

macarthur coal’s ownership 90% 

other ownership interests 10% citic 

tenements ePc 649 (south of the isaac river), part of ePcs 676, 721 and 850 

location 25km south of moorvale mine 

Port dBct or Wiggins island

coal types coking coal, lv Pci coal and high energy thermal coal 

resource status 
a grassroots prospect with over 200mt of Jorc resources along 
strike from the existing olive downs mining lease area. 
refer to the resources and reserves table on page 33

Project status 
olive downs South geological modelling extended along strike to 
the south into vermont east has indicated the economic potential 
for both open-cut and predominantly underground resources

activities planned for 2011
the northernmost area of this prospect will be the focus of an 
exploration drilling programme in early 2011 in order to upgrade 
resource status (Jorc) and aid in evaluation studies
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sustainability
SNaPShot

SuStaiNaBilitY commitmeNt aNd GoverNaNce

health aNd SaFetY

PeoPle

StaKeholder eNGaGemeNt

commuNitY SuPPort

FiNaNcial coNtriButioN to the ecoNomY

eNviroNmeNtal reSPoNSiBilitY

maNaGemeNt oF carBoN emiSSioNS
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aChieveMents and ChallenGes
seCtiOn 

reFerenCe

health and Safety

Providing a safe working environment for macarthur coal’s people is the cornerstone of the company’s operational excellence objective.  
there was an overall improvement in safety performance during the year with the coppabella mine’s safety record being better than it 
has ever been in the mine’s history and well below the industry average. Safety performance at moorvale mine, whilst remaining below 
the industry average, was not as good as it was in 2009, reinforcing that the company needs to remain vigilant about safety every day.

page 46

People

macarthur coal’s turnover significantly improved in 2010, attributed to an increased focus on retaining talent and supported by external 
market conditions which contributed to reduced turnover across the industry. despite the global financial crisis, the company remained 
committed to investing in learning and development for its people and offered a number of professional development and training 
programmes during the year.

page 48

Stakeholder engagement

Frequent and pro-active stakeholder engagement activities were undertaken during 2010.  Shareholders and staff were at the forefront 
of the company’s stakeholder engagement activities in direct response to the period of intense corporate activity in the second half of 
2010.  the activity was fast paced and often complex and the company was committed to communicating with stakeholders in a timely 
and balanced fashion during this time.

page 52

community Support

macarthur coal has a history of supporting the communities in which it operates and continued this support during the year.  the 
company invested in the training and development of future employees in the resources sector and provided financial support to 
the Queensland minerals and energy academy, and to the university of Queensland mining engineer Scholarships Programme. the 
company continued the Shares for Schools Programme, financially supporting a range of Queensland high schools.  the company also 
supported a number of community programmes.

page 54

environmental responsibility

more stringent water management requirements were introduced by the department of environment and resource management in 
december 2009 and remain an important focus for the company. although water management plans were developed and capital 
expenditure planned for water management infrastructure, the wet season at the commencement of 2010 saw significant rainfall at both 
the coppabella and moorvale mines resulting in water discharges from both sites incurring penalty infringement notices (PiN). each PiN 
carried a fine of $2,000. Further capital expenditure is planned during 2011 to manage the new water discharge conditions and ensure good 
environmental performance at both mine sites. 

page 56

management of carbon emissions

in 2010, macarthur progressed its carbon action Plan and developed abatement strategies to achieve reductions in energy usage 
and greenhouse gas emissions.  the company also implemented several energy efficiency initiatives aimed at reducing emissions 
and energy, developed an energy management Policy to formalise the company’s approach to energy efficiency, and met all reporting 
obligations under the National Greenhouse and energy report act and the energy efficiency opportunities act. 

page 59

snapshOt
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sustainability COMMitMent and 
GOvernanCe
commuNitY deBate coNtiNueS aBout the SuStaiNaBilitY oF the 
coal iNduStrY ParticularlY iN the coNteXt oF addreSSiNG GloBal 
climate chaNGe.

coal mining makes a significant contribution 
to economic development which contributes 
to wealth and living standards in Queensland 
and australia through investment, employment 
creation, government revenue and australian 
export income. more information on the 
economic value generated by the company  
is located on page 55. 

macarthur coal is committed to developing  
its coal mining resources in a sustainable  
manner to maximise economic and social 
benefits. the company is addressing 
environmental and social impacts. during 
2010, macarthur coal progressed the 
development and implementation of 
sustainability systems and processes to 
achieve these aims.

macarthur coal’s corporate sustainability 
programme has five main elements:

•	 working	to	create	wealth	for	shareholders

•	 respecting,	supporting,	encouraging	and	
engaging employees by ensuring a safe 
workplace and supportive culture

•	 considering	all	aspects	of	the	environment	
in the planning, development and 
operational phases of activities and 
implementing environmentally responsible 
practices and procedures wherever possible

•	 building,	maintaining	and	strengthening	
relationships with the communities which 
host the operations

•	 communicating	effectively	with	a	broad	
range of stakeholders.

macarthur coal has a carbon and environment 

committee comprising operational, marketing, 

legal, finance and human resource management 

representatives. the committee is involved 

in developing the company’s sustainability 

strategy and supporting systems and processes. 

indicators for each of the company’s key 

sustainability issues are identified by the 

committee and these provide the basis to 

measure macarthur coal’s sustainability 

performance.

a copy of macarthur coal’s Sustainability 

Statement of intent can be found on the 

company’s website:  

www.macarthurcoal.com.au
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health and saFety
valuinG saFe peOple and praCtiCes

Providing a safe working environment for 

employees is critical at macarthur coal and is 

central to the company’s performance.

macarthur coal provides training, equipment, 

resources and structure to create the safest 

possible work environment for employees. Building 

a culture of safety awareness is key to continuous 

improvement against targets and industry averages.

the company measures its safety performance 

through the total recordable injury frequency 

rate (triFr). this is the most important safety 

benchmark within the mining sector and captures 

all lost time, disabling and medical treatment 

injuries incurred throughout the business. as a 

measurement tool, the triFr gives a clear view of 

the actual safety performance of the company and 

brings reporting in line with best practice in the 

mining industry.

macarthur coal has an extensive health monitoring 

programme that helps employees improve their 

health and wellbeing. each employee is eligible  

for reimbursement of up to $1,500 each year 

for gym memberships or other activities that 

increase their health and wellbeing. as part of 

this process coppabella is delivering a 12 month 

health programme to be run on site. this will run 

in conjuction with programmes being facilitated 

at the terowie accommodation village, a new 

accommodation village opened during the year  

for employees.

in 2010, the company’s health programme was 

reviewed and several additional health risks 

were added to supplement the noise and dust 

risk profile including vibration monitoring, lighting 

and asbestos. macarthur coal also provided 

a remedial deep tissue therapist at terowie 

accommodation village once a fortnight to assist in 

the management of soft tissue injuries and prevent 

further injury to employees. 

in 2010, the coppabella mine started voluntary 

testing for obstructive sleep apnoea to help 

employees who suffer from the condition (see case 

study on page 47). the company also provides flu 

shots, skin checks, health assessments and an 

employee assistance Program with centacare.  
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this year the skin checks process diagnosed 

several employees with melanoma type skin 

conditions and they were referred for treatment 

to their medical practitioner.

the company conducts regular drug and alcohol 

checks on employees and contractors. in 2010 

8,453 random checks were completed with 71 

breaches identified. in all cases, the breach was 

discussed with the employee and followed by a 

corrective action.

2010 perFOrManCe

macarthur coal achieved a number of safety 

milestones in 2010:

•	 Coppabella	and	Moorvale	mines	combined		

recorded a triFr of 17.5 which was well 

below the company’s overall target of 21 

•	 The	Coppabella	Mine	recorded	the	 

lowest ever triFr in the history of the  

coppabella mine

•	 The	Coppabella	Mine	recorded	its	first	 

year (365 consecutive days) free of a lost 

time injury. 

COppabella Mine

the coppabella mine’s individual triFr of 

16.4 was an excellent result and below the 

Queensland open cut coal mining industry 

triFr benchmark of 22.2.  While staff and 

management at coppabella recognise the 

significant achievements in safety performance, 

there is potential for further improvement. the 

senior management team are undergoing high-

level risk management training to lead further 

improvements in safety performance.

MOOrvale

moorvale mine reported a triFr of 19.2 which 

is an increase in triFr compared to the 2009 

rate but below the Queensland open cut coal 

mining industry triFr benchmark of 22.2. the 

main contributors to this performance have been 

soft tissue injury from dozer push operations 

and a number of trip and slip incidents from 

dismounting equipment.  

the mine conducted an analysis of dozer 

incidents from may 2009 until october 2009 

in response to this performance. corrective 

actions included vibration monitoring, adjusting  

machine balance and set up, conducting dozer 

operator training and modifying blasting to 

reduce the size of fragmentation. From october 

2009 there were no recordable injuries from 

dozing operations and the mine has since 

shared learnings from this safety effort with the 

Queensland resources council. in the second 

half of the year, the mining principal contractor 

focused on increased hazard reporting and 

safety contacts. Safety contacts are a tool 

where staff observe a task being performed 

and then talk to the people doing the task about 

conditions and safe behaviour to reduce risks 

in the operating environment.  moorvale mine 

reduced its lost time injury rate by 10% in 2010 

with only one lost time injury for the year.

MiddleMOunt Mine

middlemount mine reported a twelve month 

rolling triFr of 26.1. Whilst the number of 

injuries was minimised during the construction 

phase, the low manning hours impacted the 

final result. the mine also recorded 365 days 

lost time injury free in June 2010.

total recordable injury Frequency rate  
(Qld industry Standard vs coppabella and moorvale)
injuries per million hours worked

FiGhtinG 
FatiGue 
in 2010 coppabella mine recorded its lowest 
injury and lost time frequency rate since 
operations began in 1998 and these results can 
be attributed to a host of initiatives that keep 
people safe at work. one of the programmes 
introduced in 2010 was a sleep apnoea 
programme designed to combat fatigue on site, 
one of the biggest risks for operators.

the programme involved operators undergoing a 
diagnostic sleep study to determine if they were 
at risk of obstructive sleep apnoea, a serious 
and potentially life threatening disease. this 
condition affects the upper airways of the throat 
and causes repetitive pauses in breathing during 
sleep, a reduction in blood-oxygen saturation, 
followed by an awakening to breathe. it leaves 
the person feeling sleepy and lethargic the next 
day and at a higher risk of a fatigue related injury. 

For those diagnosed with obstructive sleep 
apnoea, macarthur coal subsidised the 
purchase of a continuous Positive airway 
Pressure (cPaP) machine. this machine helps 
the user achieve a full night sleep, free from 
breathing stoppages. this in turn reduces 
the occurrence of extreme fatigue amongst 
employees at work.

during 2010, 51 employees volunteered for 
the programme and were able to reduce the 
associated risks as a result. the programme is 
an example of the company’s commitment to  
‘lead the way’ on safety as the obstructive sleep 
apnoea programme will soon become a legislative 
requirement across the mining industry. 

Financial year
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peOple
iN 2010, macarthur coal’S PeoPle 
Faced a NumBer oF challeNGeS 
aNd reSPoNded With the aGilitY 
that characteriSeS the overall 
BuSiNeSS culture.

the year saw a number of attempts to 

change control of the business and was also 

characterised by widespread uncertainty across 

the mining industry as a result of the proposed 

resource Super Profits tax. in this climate, the 

team at macarthur coal continued to focus on 

business as usual and this is something that all 

employees can be proud of.

macarthur coal’s Four Pillars illustrate the 

way macarthur coal goes about building 

its business and remind employees of the 

behaviours that set the company apart.

the company’s success depends on what 

employees do and also on how company values 

are integrated into everyday business. each year 

the company holds culture days where employees 

help define these values and work out how to 

integrate them in to day to day business.

2010 hiGhliGhts and ChallenGes

employee turnover 

macarthur coal’s employee turnover has seen 

a significant improvement from 30% in 2009 

to 8.5% in 2010. this can be attributed to the 

external market conditions, with the global 

financial crisis reducing turnover across the 

industry, and to an increased focus by the 

company to implement strategies aimed at 

retaining talent. 

people 

the distribution of employees across the 

company reflects macarthur coal’s current 

operations. coppabella mine has the highest 

number of employees since macarthur coal 

took over as owner operator in part of the mine 

in 2006. the coal handling and Processing Plant 

(chPP) is still being operated by contractors and 

the drilling operations were converted to owner 

operator in may 2010.

aGilitY iN a GloBal marKet48
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•	The	safety	 
of	our	people	
will always 
come first 

•	We	set	our	
people	up	
for	success	
– without 
removing 
responsibility

•	One	team	–	the	
team is stronger 
than	the	sum	of	
its	parts

•	One	direction	–	 
trust in one 
another to meet 
the	objectives	
of	the	Company	
and	our	key	
stakeholders

•	Leadership	 
by	action	

•	Punch	above	 
our weight

•	Communicate	 
freely,	while	
being	mindful	 
of	impact

•	Stand	up	 
for	what	we	
believe	in

mining and chPP activities at the moorvale 

mine have been carried out by contractors 

since 2002 with macarthur coal providing 

management services. operational activities 

at the middlemount mine project will also be 

undertaken by contractors. 

While macarthur coal’s overall age profile 

is balanced there is a need to address skill 

shortages in particular trades and skill specialties 

where the company has a concentration of older 

staff nearing retirement. in 2011 the business 

will be investigating more flexible work practices 

including ways to create more part time roles at 

the mine sites. 

the business uses trade apprenticeships and 

graduate programmes to help create a more 

diverse demographic in the workforce. the 
indigenous trainee programme run in 2010 
resulted in a number of participants securing 
a contract position. Several graduates secured 
roles in the business across areas such as  
human resources and engineering.

macarthur coal continues to pursue gender 
diversity across both the mine sites and the rest 
of the business. the company has a female ceo, 
Nicole hollows, and women comprise 33% of 
Senior executives and 40% of Senior leaders. 

at the mine sites women comprise 13%  
of operators compared to an industry average 
of 14%.  Given the skills shortages the mining 
industry is experiencing for operators and 
tradespersons, the business will be looking  
at how the percentage of women can be 
increased throughout 2011 as part of a broader 

effort to attract and retain staff.

learning and development

in order to achieve macarthur coal’s goals  

of sustainable growth and operational 

excellence, the company has individual 

learning and development plans for all 

employees. these plans outline learning and 

development activities for the year and are 

reviewed as part of the formal performance 

management process.

the company set a 2010 target to have  

75% of planned learning and development 

completed and the actual performance  

rate was 71%. the ability of some employees 

to take time out for training and development 

was impacted by the corporate activity in 

the second half of 2010. examples of the 

professional development programmes offered 

during the year include Finance for non-

Financial people, mining for non-miners and 

Strategic Planning and implementation. a large 

number of training sessions were conducted 

within the operations with the sites achieving 

85% of the learning and development plan.  

this included all senior mine-site staff 

completing the Site Senior executive exam. 

“i Would liKe to thaNK all oF the PeoPle 

oF macarthur coal For their eFFort aNd 

dedicatioN to the comPaNY’S recoverY aFter 

laSt Year’S ecoNomic doWNturN.”  Nicole hollows
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Median age - brisbane and Mine site

lOCatiOn aGe

Brisbane 36 years

mine Sites 37 years

Female participation at Brisbane office compared 
to industry average

lOCatiOn industry 
averaGe

aCtual 
as at 30 

june 2009

aCtual 
as at 30 

june 2010

Brisbane na 46% 47%

Female participation at Mine site compared to 
industry average

lOCatiOn industry 
averaGe1

aCtual  
as at 30 

june 2010

aCtual 
as at 30 

june 2009

mine Site 14% 13% 16%

1 Queensland resources council

2011

over the next 12 months, as the mining 

sector and employment market continues to 

recover, macarthur coal will need to respond 

with agility to the challenges to attract and 

retain talent. the mining sector continues to 

experience skills shortages in both trades and 

professional roles, despite the impacts of the 

global financial crisis. Further impacting on 

the skills shortages are demographic issues 

such as the increasing age of macarthur coal’s 

workforce. the business will be responding 

in a way that respects diversity and supports 

flexibility within the workforce.

the last year was characterised by a focus on 

navigating the legislative changes and impacts 

from the Fair Work act to ensure a safe and 

highly productive work environment. macarthur 

coal’s greatest challenges in the coming year 

will be attracting and retaining talent for 

growth, and developing leaders of the future. 

Talent for Growth is the strategy to secure  

the people needed to grow the business and 

help reach the goal of doubling 2009 sales  

by 2014. this involves work on role clarity, 

identifying competencies, and succession 

planning. in 2011 and beyond, the business 

will focus on workforce planning for shortages, 

securing the right talent needed to support 

growth and increasing the bench strength of  

the business. 

the term bench strength means increasing the 

number of employees with the characteristics 

needed to fill critical roles and leadership 

positions going forward.

the Leadership Capability strategy improves  

the skills of macarthur coal’s leaders. the 

company has identified that, while it recruits 

technically proficient people who progress 

through the business, more needs to be done 

to develop their leadership capability. over the 

coming year, the business will be formalising 

programmes to support emerging leaders and 

future thinking leaders. 

lead the way

each year, macarthur coal recognises four  

people who have set an example for others with 

their efforts at work. 

the Spirit of macarthur coal award 

acknowledges two people who set a great 
example for others to follow by:

•	 Being	a	team	player

•	 Adapting	to	meet	business	requirements

•	 Striving	to	do	their	best

•	 Bringing	a	positive	attitude	to	work	every	day

•	 Going	beyond	the	call	of	duty.

in 2010, this award was presented to  

david Skinner (coppabella) and Glen dalgleish 

(Brisbane).

Age Profile - Macarthur Coal Brisbane  
office Employees 

28% – 21-30 yrs

22% –  
41-50 yrs

16%> 50 yrs

34% – 31-40 yrs

Age Profile - Macarthur Coal Minesite Employees 

21% – 21-30 yrs

26% –  
41-50 yrs

14% > 50 yrs
1% < 20 yrs

38% – 31-40 yrs

Number of Employees and Contractors (as at 30 june 2010)

Brisbane

98
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coppabella moorvale middlemount

Number of contractors     Number of employees        total

227

132

186

259

73
25

12 1
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the lead the Way award is presented to people 

who exhibit leadership by:

•	 Innovating	in	the	way	they	do	things

•	 Focusing	on	continuous	improvement

•	 Working	with	a	can	do	attitude

•	 Driving	business	growth	through	a	

customer focus and partnership approach.

in 2010 this award was presented to david Scott 

(coppabella) and michelle Kahler (Brisbane).

value people

at macarthur coal the business leaders 

place a high priority on having an engaging 

workplace where employees feel respected 

and valued. regular research is conducted into 

the operating culture to gauge what changes 

are needed to generate sustainable growth 

and support operational effectiveness. this 

research takes the form of an organisational 

culture inventory (oci), and an organisational 

effectiveness inventory (oei). the oci 

profiles macarthur coal’s culture in terms of 

the behaviours required to fit in and meet 

expectations within the organisation. the oei 

assesses internal factors and conditions that 

impact on business performance. the purpose 

of running both inventories is to determine the 

difference between the culture macarthur coal 

aspires to and the actual culture that exists.

macarthur coal ran the last oci and oei 

research in december 2009 and since then has 

been focusing on five areas to improve culture 

across the company. these are:

•	 Communications	and	managing	change

•	 Understanding	and	addressing	the	concerns 

people raise through focus groups

•	 Celebrating	successes

•	 Role	clarity	to	support	business	strategy

•	 Refocusing	on	resource	management	

following redundancies.

the company also supports a diverse workplace 

by making sure employees are aware of their 

entitlements and obligations.  

this effort is supported by policies and 

procedures in respect to harassment, 

discriminatory employment practices and 

unethical business practices.

these policies are communicated to all new 

employees to help them understand the 

importance of diversity and respecting each 

other’s differences. all employees take part in 

mandatory company-wide training sessions.

work together

one of macarthur coal’s four values is Work 

together and team building is part of the 

culture. in 2010 this value was supported by:

•	 Twice	yearly	Working	Together	programmes	

where people from across the business 

spend three days off site in personal 

development and team building activities.

•	 Monthly	social	functions	hosted	by	a	member 

of the executive leadership Group (elG)

•	 Monthly	barbeques	hosted	by	the	mine	site	

General managers.

talk straight

macarthur coal has approximately 345 

employees and 570 contractors spread across 

the four sites of Brisbane, coppabella mine, 

moorvale mine and middlemount mine. the 

growth in the company over time has increased 

the need for effective internal communication 

and roles have been added to support this.  

in 2010, the company kept staff up to date on 

current business issues through weekly updates 

and monthly management presentations. 

macarthur coal’s ceo presents twice yearly 

on the company’s results and people join 

together from across the business for strategy 

days throughout the year. during the intense 

period of corporate activity in 2010, business 

communication was ramped up to daily 

meetings so employees could hear the latest 

news from leaders, ask questions and raise 

their concerns.

in 2009, macarthur coal was forced to 
dramatically reduce production as coal  
sales decreased in response to global 
market conditions. as a result the company 
had to make 80 employees and 100 
contractors redundant and this equated 
to approximately 30% of the company’s 
workforce at that time.

during 2010, the company was able to 
re-engage some employees on a contract 
basis as sales and production improved. By 
march 2010, all of this group had secured 
permanent roles and macarthur had rehired 
almost 40% of the people made redundant 
the previous year.

macarthur coal made a conscious effort 
throughout the year to find past employees 
who had been made redundant and rehire 
them.  in some instances these people had 
already found other work while others were 
able to come back and the business has the 
benefit of their experience. this turbulent 
period has helped macarthur coal better 
prepare its workforce for future growth.

hOw has 
MaCarthur 
COal rebuilt 
ITS WoRkFoRCE?
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staKehOlder  
enGaGeMent

macarthur coal StriveS to iNForm KeY 
StaKeholderS aBout the comPaNY'S 
PerFormaNce aNd Future PlaNS iN aN 
oPeN aNd traNSPareNt maNNer

engaging with stakeholders is an important component 
of the company's commitment to sustainable growth. 

macarthur strives to adhere to the following principles 
when communicating with stakeholders:

•	 Timely	communication

•	 Equitable	access	to	Company	information

•	 Balanced	communication

•	 Plain	English.

the macarthur coal communications Plan provides 
the basis for targeted engagement with stakeholders, 
both internal and external, in a timely and informative 
fashion. the plan includes:

•	 Investor	relations:	 macarthur coal employs 
several methods to communicate with investors 
including quarterly, half yearly and annual reports, 
aSX releases, national and international roadshows, 
teleconferences, conference presentations and the 
annual General meeting.  Brokers and analysts are 
encouraged to contact the company with questions 
or requests for information.

•	 Macarthur	Coal	website: macarthur  
coal regularly publishes company information and 
announcements on its website 
(www.macarthurcoal.com.au).

•	 Nebo	News: macarthur coal regularly contributes 
to this monthly community newspaper providing 
stories that are of interest to the general community.

•	 Proactive	and	reactive	media	relations:	
macarthur coal publishes regular updates on the 
business through the aSX and through statements 
distributed to the media and on the company website.

•	 Communications	with	key	Government	and	
industry	bodies:	 Nicole hollows, ceo 
and managing director, is the president of the 
Queensland resources council and management 
represent the business through their memberships 
in a diverse range of government and industry forums.

•	 Sponsorships	and	Donations	Programme:		
macarthur coal provides support to the 
communities near the mine sites and invests in 
developing skills and knowledge of the broader 
mining industry.

in addition to targeted stakeholder engagement, 
macarthur coal undertakes many other forms of 
engagement at the site and business unit level, in 
relation to business matters. the table opposite 
provides an outline of some of the stakeholder activities 
conducted during 2010.
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issue relevant staKehOlders MACARTHuR CoAL’S RESPoNSE

corporate activity Shareholders, employees, institutional 
investors and media

macarthur coal regularly updated the media and investors throughout  
the period of intense corporate activity. the company also provided a 
letter to Shareholders at the end of this period.

market disclosure Shareholders, institutional investors, 
brokers and analysts

macarthur coal conducted half and full year roadshows at locations 
including Brisbane, Sydney and melbourne. a full year roadshow was 
provided in europe, uSa, canada and asia. major issues impacting on 
macarthur coal’s performance were continually disclosed to the market.

Goonyella-abbot Point expansion 
(GaPe) formerly known as the 
Northern missing link

Qr Network, middlemount coal Pty ltd 
and Noble Group limited 

ongoing negotiations between all parties resulted in Qr Network 
executing a 15 year take or pay contract with middlemount coal Pty ltd 
(an incorporated joint venture between macarthur coal limited and 
Noble Group limited). 

Queensland coal industry rail 
Group (QcirG)

State Government, industry 
associations, coal producers, and 
australian rail track corporation 

as a member of QcirG, macarthur coal participated in a full cash offer 
to buy the central Queensland coal track network. at the time of this 
report, negotiations are continuing.

resource Super Profits tax (rSPt) /
minerals resource rent tax (mrrt)

Federal Government, industry groups, 
coal producers, media and investors

macarthur coal was a vocal opponent of the Federal Government’s 
proposed rSPt which was replaced by the proposed mrrt in June 
2010. the company will participate in industry consultation on the 
implementation  of the mrrt in 2011. macarthur coal also participated 
in various industry forums.

carbon Federal Government, State Government, 
industry groups, employees and 
investors

macarthur coal continued to participate in policy development 
to support emissions reductions and maintain the international 
competitiveness of the australian coal industry.

energy management Federal Government, State Government, 
industry groups and employees

in 2010 macarthur coal involved employees in data collection and 
analysis, and in designing and delivering energy efficiency initiatives.  
See page 59 for further information on these initiatives.

Blasting adjacent landowners Blast monitoring was proactively carried out by mine staff at a 
landowner’s residence during the first half of the 2010 calendar year.  
the blast monitoring was done to assess the impact of mining activities 
on neighbours and found it was within regulatory limits. the company 
is increasing the frequency of communications to affected neighbours.

New projects landowners, local communities, local 
and State Government bodies

macarthur coal engaged directly with landowners, members of local 
communities and State and local Government to ensure they were 
informed about the company’s proposed activities for new projects  
and the potential impacts of these activities. the company will 
continue to consult with these groups in 2011 as part of the codrilla 
environmental impact Study and through ongoing exploration and 
evaluation of other projects.

cultural heritage and Native title traditional owners during 2010 macarthur coal undertook a number of meetings and field 
inspections with various traditional owner groups associated with the 
company’s tenement portfolio. macarthur coal aims to develop and 
maintain long term working relationships with all traditional owner 
groups associated with its operations.

staKehOlder enGaGeMent in 2010
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COMMunity 
suppOrt 

the comPaNY iS dedicated to 
SuPPortiNG commuNitieS throuGh 
SuStaiNaBle develoPmeNt aNd 
throuGh a SPoNSorShiPS aNd 
doNatioNS ProGramme.  

the Sponsorships and donations Policy sets out 

the objectives of the programme and criteria for 

assessing requests for support and funding.   

the objectives are to:

•	 Foster	support	for	the	Company	from	

communities impacted by macarthur coal’s 

activities 

•	 Illustrate	that	Macarthur	Coal	is	not	simply	a	

company existing within the community but 

that it is a contributing and active member 

demonstrating principles of responsible 

corporate citizenship

•	 Increase	community	confidence	in	Macarthur	

coal as a fair and responsible company.

Priority is given to supporting projects within 

macarthur coal’s broad communities which meet 

the following criteria:

•	 Educational	initiatives	–	including	initiatives	

to address the resource sector skill shortages

•	 Programmes	to	support	and	develop	

opportunities and initiatives for children

•	 Projects	involving	community development 

and assistance

•	 Projects	which	support	charities	and/or	

community services

•	 Projects	where	Macarthur	Coal’s	donation	

does not represent the major component of 

the project’s or the organisation’s income.

macarthur coal considers it essential to invest in 

the development and training of future employees 

in the resources sector - one of the state’s most 

innovative and economically important sectors. 

the company invested in a number of initiatives 

over the past financial year, including: 

•	 Sponsorship	of	the	Queensland	Minerals	and	

energy academy – a partnership between 

the Queensland Government, Queensland 

resources council and training and academic 

providers, which aims to provide high school 

students with clear pathways into the 

resources sector 

•	 Contributing	to	The	University	of	Queensland	

mining engineering Scholarships programme 

which is open to second year students studying 

a Bachelor of engineering. the programme 

includes an annual stipend of $10,000 for the 

remaining three years of the recipient’s degree

•	 Participating	in	the	AusIMM	Australian	

Student mineral ventures – a series of 

vacation programmes for high school students 

held annually throughout australia to help 

students find out about careers, lifestyles 

and opportunities in the minerals industry

•	 Continuing	its	Shares	for	Schools	Programme	

- providing financial support to a range of 

Queensland high schools as well as providing 

students with the opportunity to gain a better 

understanding of the processes involved in 

running a publicly-listed company.

community programmes and events supported by 

the company included: 

•	 RACQ	Central	Queensland	Helicopter	Rescue	

Service – a not-for-profit charity that provides 

rescue transport services across the Bowen 

Basin and remote Queensland communities

•	 Yalari	–	a	not-for-profit	organisation	

committed to the empowerment, 

development, motivation and support 

of indigenous children in communities 

throughout australia

•	 4RFM	Moranbah	Community	Radio	Station	

– a community radio station at moranbah 

staffed almost entirely by volunteers

•	 The	Nebo	community	-	including	the	Road	

accident action Group, Nebo News and 

Nebo Bushman's carnival

•	 Local	school	activities		-	including	Nebo	

State School, coppabella State School and  

valkyrie State School.   

Image courtesy of RACQ CQ Rescue
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DIVERSE    fOcUSED    AccOUNTAbLE

FinanCial 
COntributiOn  
tO the eCOnOMy

aS a reSPoNSiBle corPorate 
citizeN, macarthur coal 
coNtriButeS FiNaNciallY to 
the ecoNomY at Both a State 
aNd Federal level aNd to the 
commuNitieS iN Which it oPerateS

in 2010 macarthur coal spent:

•	 Over	$53.3	million	in	salaries,	wages	and	

superannuation to its employees (excluding 

contractors, on a 100% project basis)

•	 $53.4	million	in	dividends	to	shareholders

•	 $58.0	million	in	company	tax	to	the	

australian Government

•	 $56.9	million	in	royalties	to	the	Queensland	

Government (on a 100% joint venture basis)

•	 $41.5	million	in	rail	freight	charges	 

(on a 100% joint venture basis)

•	 $45.0	million	in	port	charges	(on	a	100%	 

joint venture basis) excluding demurrage.

the company also made a substantial 

contribution to the local communities in which 

it operates through the purchase of services 

and supplies as well as through donations 

and sponsorships. employees and contractors 

at coppabella and moorvale mines and the 

middlemount mine project also add a significant 

economic contribution to the Nebo, coppabella, 

moranbah and middlemount townships through 

their purchases from local businesses.

under Queensland Government regulations, 

a royalty of 7% (and up to 10% for coal sales  

valued above $100 per tonne) is payable on all 

macarthur coal's revenue. the royalty amount is 

based on the aud sales price less port costs.
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envirOnMental 
respOnsibility
macarthur coal’S commitmeNt 
to SuStaiNaBle GroWth iNcludeS 
maNaGiNG the imPact oF the 
comPaNY’S oPeratioNS oN the 
eNviroNmeNt.

macarthur coal focuses its efforts on:

•	 Adopting	best	practice	in	mine	planning,	

operations and rehabilitation

•	 Minimising	water	discharge	from	mine	sites	 

to the environment

•	 Reducing	energy	consumption.

envirOnMental perFOrManCe

macarthur coal’s target for 2010 was to have no 
environmental non-compliances. unfortunately 
the business incurred two penalty infringement 
notices (PiN) during the year.  these penalties 
related to the new water management regulations 
introduced by the Queensland department of 
environment and resource management (derm) 
for all mines in the Fitzroy Basin shortly before the 
start of the January to march 2010 wet season. 

Both mines responded to meet new obligations 
including a full water management study at 
coppabella.  With rainfall ranging from 200- 
400mm across the region in march (associated  
with cyclone ului) there were still some 
discharges from both sites that were not in 
accordance with the regulations. these discharges 
resulted in each mine receiving a PiN of $2,000. 

Plans are in place to undertake capital works 
at both sites to help meet the new regulations. 
macarthur coal will be upgrading water 
management infrastructure at both sites prior to 
the 2011 wet season including stream diversions, 
clean water diversions, contour banks, and new 
or larger sediment dams. 

No other external environmental incidents 
occurred over the year.

macarthur coal’s commitment to sustainable growth 
requires the company to successfully rehabilitate 
mined areas. the impact of mining operations can 
be minimised when this is carried out well with 
ongoing benefits for local ecosystems. 

the rehabilitation target the company set for 2010 
was to complete 50 hectares and this target was 
met and exceeded with 58 hectares rehabilitated.  
See the case study on page 57 for further detail 
on rehabilitation.

envirOnMental GOvernanCe

Structure macarthur coal has a carbon and environment committee to oversee 
reporting and monitoring of all environment and sustainability activities 
across the company. regular reports are provided to the Board on 
environmental performance

legislative 
framework

in order to achieve stated objectives, the coppabella and moorvale mining 
operations follow the procedures set out in the environmental impact 
Statements, environmental management overview Strategies, Plans of 
operations and site specific management plans.  Site-specific Plans of 
operations are submitted to the derm on an annual basis. each Plan of 
operations and amendments to these plans are subject to derm approval

environmental activities at coppabella and moorvale mines are managed 
by the joint venture manager, macarthur coal (c&m management) Pty ltd 
(mccm).  mccm is responsible for ensuring all site contractors install, 
maintain and operate all plant and equipment in compliance with the 
conditions of the environmental authority (ea) enforced by the derm

education macarthur coal employees and contractors are informed of applicable 
environmental statutory and contractual obligations where relevant to 
their role and the location in which they work. the programme to make 
employees aware of these obligations requires each site-based employee 
to undergo a site-specific mine induction when they commence their 
employment, which includes training in environmental awareness. if there 
are any changes to environmental statutes or policies, the environmental 
Superintendent ensures all employees and contractors are informed of the 
new requirements

reporting and 
monitoring

the Board and management are provided with regular environmental 
performance reports and any non-compliance issues are reported to the 
Board. ongoing liaison is undertaken with the derm to ensure awareness 
of any changes to policies or guidelines and to ensure that conditions are 
not breached

communication 
and consultation

maintaining open communication and consultation with local communities 
is a priority for macarthur coal. For example, neighbouring landowners are 
contacted and informed of any blasting which is to take place and they are 
also sent selected environmental monitoring results such as those dealing 
with dust and/or water.  regular landholder meetings are held on site 
where neighbours come and view the operations and discuss environmental 
performance, progress and future plans. macarthur coal realises the 
importance of building and maintaining strong local relationships
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macarthur coal also completed its first  

National Greenhouse and energy reporting 

Scheme (NGerS) report in 2010 and has  

received very favourable feedback from the 

administering authority for the accuracy and 

quality of the report. See page 59 for further 

detail on managing emissions.

envirOnMental initiatives in 2010

environmental systems

in 2010 macarthur coal revised its environmental 

management System (emS) to align it with 

iSo 14001 (the international Standard for 

environmental management Systems). the intent 

of the system is to conform to the structure 

and intent of the international standard and to 

have an easily auditable system. Following an 

external audit of the environmental management 

System, macarthur coal changed its health, 

Safety, environment Policy to better reflect the 

requirements of iSo 14001.  the newly drafted 

environment policy now meets the standard  

and better defines the company’s environmental 

objectives and targets.

water management plans

Water management plans for coppabella and 

moorvale were revised following the introduction 

by derm of the new Fitzroy Basin water 

management conditions. this included updating  

site water balances for both mines, developing 

emergency (flood) procedures, and identifying 

infrastructure needed to support compliance.

rehabilitation

the main objective of macarthur coal’s land 
rehabilitation is to create stable landforms 
that are vegetated and drained in a way that 
complements the existing landscape. topsoil is 
removed prior to mining and stockpiled for later 
use. the company manages its topsoil stockpiles 
carefully to maintain the integrity of the soil and 
limit loss caused by wind and water erosion.

macarthur coal’s mine sites undertake rehabilitation 
as soon as possible after disturbance. in 2010 
macarthur coal rehabilitated 58 hectares  
(42 hectares at moorvale and 16 hectares at 
coppabella). in 2011 the focus will be on rehabilitating 
52 hectares at coppabella and 13 hectares at 
moorvale mine.  middlemount does not have 
areas available for rehabilitation at this stage.

any rehabilitation since the start of mine life 
is monitored for success or failure.  macarthur 
coal monitors rehabilitation through a technique 
known as ecosystem Function analysis. this 
system establishes how well rehabilitation is 
performing over time and looks at how many 
different species of trees and grasses have 
successfully germinated and are growing. it also 
analyses how rehabilitated areas are performing 
from a whole of ecosystem viewpoint.  By using 
this technique, macarthur coal is able to measure 
elements such as nutrient cycling, the amount of 
humus or vegetative matter that is deposited over 
time, and colonisation by insects, ants and other 
fauna. early results of this work indicate that the 
ecosystems in the rehabilitated areas are robust 

and reasonably diverse.

hOw dOes 
MaCarthur 
COal 
rehabilitate 
land aFter 
MINING?
the mine sites undertake progressive 
rehabilitation as soon as possible. this 
means as soon as disturbance ceases, or 
areas are available, macarthur coal begins 
the process of minesite rehabilitation. 
rehabilitation involves the shaping of out 
of pit dumps, contouring slopes to a 1:7 
(approx 14° angle) batter and building 
contour and drainage structures to help 
prevent rainfall runoff from eroding 
rehabilitated areas. machinery replaces 
the topsoil which was previously set aside 
before the area was mined. the area is 
then revegetated with native tree and grass 
seed, fertiliser and mulch. revegetation 
activities are usually carried out just prior 
to the wet season to maximise the growth 
of the seeds. local species of trees and 
grasses are used in the process to minimise 
weeds and to suit the end of mine land use.

coppabella mine            moorvale mine

hectares rehabilitated

Financial Years

2006 2007 2008   2009   2010 

0

10

20

30

40

50

60

70

80

90

100

hectares 

F
or

 p
er

so
na

l u
se

 o
nl

y



aGilitY iN a GloBal marKet58

ManaGinG waste eFFeCtively

macarthur coal’s operations focus on waste 

avoidance, reduction, recycling and disposal.  

these waste hierarchy principles help the 

business avoid direct or indirect impacts on 

the health of the communities and ecologies 

surrounding macarthur coal’s mine sites.

the company’s Waste management Plan is 

approved by derm and includes provision for 

the ongoing monitoring of macarthur coal’s 

waste management. the policy does not allow 

landfills to be created onsite. all waste from 

mining operations is removed by a registered 

contractor who recycles or disposes of it. the 

company’s corporate office has reuse and recycle 

programmes for materials such as paper and  

ink cartridges.

ManaGinG water resOurCes

Water is recycled wherever possible and in 2010 

no external raw water from macarthur coal’s 

Sunwater pipelines was used for processing 

coal. all water used in the company’s coal 

production is recycled, with the exception of 

water lost through evaporation.

in 2010, both coppabella and moorvale had 

enough on-site water for the next two years (at 

a minimum) to the extent that the operations are 

virtually self sufficient in meeting their water 

requirements.  in addition macarthur coal has 

take or pay water offtake from the Burdekin 

pipeline to supply water to coppabella and 

moorvale mines.

the major user of raw water on both sites is the 

new water treatment plant at moorvale mine 

which is used to supply potable (drinking) water 

for both mine sites and macarthur’s accommodation 

camp (terowie accommodation village).

macarthur coal is currently investigating water 

needs for current and new projects, with  

discussions focusing on the new dam proposed 

on the connors river as a potential water  

supply source.

envirOnMentally  
and Culturally aware 
explOratiOn
macarthur coal’s exploration activities involve a variety of tenements with 
unique environmental and cultural circumstances. exploration activities are 
undertaken in keeping with the requirement of the environmental authority 
and in consultation with the landowners and cultural heritage Party(s). the 
appropriate cultural heritage Party(s) undertake cultural heritage inspections 
before land is disturbed by drilling/surveying. a “checklist for land disturbance” 
is completed prior to land disturbance on exploration projects. this procedure 
is essential to ensure macarthur coal exploration complies with the various 
legislative requirements for disturbance with respect to environmental and 
cultural heritage values. 

once an exploration hole is drilled, logged and surveyed, it is then plugged 
and capped. the site of the drill hole is rehabilitated with the backfilling of 
any resulting hole and the levelling of the site. revegetation of drill sites and 
traverses is monitored and, where necessary, reseeded to the landowners 
satisfaction. this process helps minimise damage to the local ecosystems and 
also reduce disturbance for landowners. 

Where an exploration prospect becomes a mine development project, extensive 
environmental field surveys are completed and used to support the application 
for granting a mining lease.
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ManaGeMent OF CarbOn eMissiOns

macarthur coal recoGNiSeS  
that there are riSKS aNd coStS  
aSSociated With carBoN 
emiSSioNS From miNiNG 
oPeratioNS. iN aN eFFort to 
mitiGate theSe riSKS, aNd to 
miNimiSe eXPoSure to riSiNG 
eNerGY coStS aNd PoteNtial 
carBoN coStS, the comPaNY  
haS imPlemeNted PolicieS, 
ProceSSeS aNd ProcedureS  
to maNaGe carBoN emiSSioNS.

macarthur coal’s aim is to develop a culture 

of awareness, monitoring and continual 

improvement in energy and carbon matters.

MACARTHuR CoAL’S CLIMATE CHANGE 
strateGy is FOCused On FOur areas:

•	 Compliance	with	Government	schemes	for	

reporting greenhouse gas (GhG) emissions 

and energy use 

•	 Identification	and	management	of	regulatory,	

physical, market and other climate change 

risks to the business

•	 Improved	management	of	GHG	emissions	and	

energy use in the company’s operations

•		 Engagement	with	stakeholders	including	

joint venture participants, contractors 

and suppliers, customers, employees and 

shareholders regarding the company’s 

climate change strategy.

2010 aChieveMents

in 2010, macarthur coal progressed its carbon 

action Plan. achievements included: 

•	 development	of	an	abatement	strategy	to	

identify key areas to be addressed and the 

way forward to achieve and sustain ongoing 

GhG emissions abatement

•	 development	of	a	fugitive	emissions	strategy	

detailing the issues, potential impacts and 

mitigation options specific to fugitive methane 

emissions and an action Plan for moving forward

•	 development	of	an	Energy	Management	
Policy, Standard, and action Plan, to 
formalise the company’s approach to energy 
efficiency and provide an effective framework 
which allows energy use to be measured, 
monitored, and reduced

•	 development	of	an	energy	management	
team structure incorporating defined roles, 
responsibilities and accountabilities to 
promote and progress the company’s energy 
management goals

•	 registration	of	the	Company	as	a	controlling 
corporation and reporting of energy consumption, 
energy production, and greenhouse gas 
emissions under the National Greenhouse 
and Energy Reporting Act 2007 (Cth)

•	 submission	of	an assessment and reporting 
Schedule under the Energy Efficiency 
Opportunities Act 2006 (Cth), development  
of an energy efficiency opportunities  
manual and project plan, and commencement 
of a comprehensive energy efficiency 
assessment process

•	 implementation	of	several	energy	efficiency	
initiatives that together are expected to 
reduce emissions by 2,000 tonnes of carbon 
dioxide equivalent (co2-e) per annum and 
energy use by 673,000 litres of diesel fuel

•	 further	development	and	refinement	of	
systems and processes for the measurement 
and reporting of GhG emissions and energy 
consumption

•	 development	of	an	internal	communications	
strategy to raise awareness of energy use, 
promote the company’s energy management 
goals, and engage employees in achieving 
these goals

•	 continued	engagement	with	Government	and	
industry bodies on policy development and 
implementation

•	 participation	in	the	Carbon	Disclosure	

Project on macarthur coal’s approach to 

the management of carbon emissions and 

disclosure of carbon emissions for the 2009 

calendar year.

CarbOn and envirOnMent COMMittee

macarthur coal has a carbon and environment 

committee with representation from each 

of the business units to reflect the company-

wide approach to the implementation of the 

carbon action Plan and the management of 

environmental performance. the goal of this 

committee, established in 2007, is to develop a 

carbon emissions management strategy to:

•	 understand	Macarthur	Coal’s	carbon	footprint	

with respect to operations and customers

•	 improve	the	management	of	GHG	emissions	

across operations

•	 continue	to	support	and	participate	in	

industry research and development projects 

such as coal21

•	 undertake	government	and	stakeholder	liaison 

in the design of climate change policies.

uNDERSTANDING MACARTHuR CoAL’S 

GreenhOuse Gas eMissiOns

macarthur coal has invested time and resources 

to understand the sources of the company’s GhG 

emissions to identify potential energy savings 

and emissions abatement projects. this helps the 

company to comply with reporting obligations 

and improve management of GhG emissions and 

energy use.

the company’s climate change Policy and 

action Plan are approved by the Board. the 

carbon and environment committee oversee 

its implementation. the General manager 

–  carbon and energy is responsible for day to 

day management of the action Plan.  regular 

communication and consultation with company 

stakeholders is an intrinsic part of this process.

F
or

 p
er

so
na

l u
se

 o
nl

y



aGilitY iN a GloBal marKet60

macarthur coal’s GhG emissions are the result of:

scope 1

direct emissions •	Fugitive	emissions	(largely	methane)	released	when	coal	is	mined. 
methane is a gas created during the formation of coal and released 
during mining

•	Fuels	such	as	diesel	and	oil	used	in	the	mining	operations

scope 2

indirect emissions •	Electricity	purchased	to	run	the	operations.	Electricity	generators	are	
mostly coal fired power stations

scope 3

all other indirect 
emissions

•	Railing	coal	from	mines	to	the	port
•	Emissions	from	business	travel	(plane	and	car	trips).

CarbOn FOOtprint

macarthur’s carbon footprint is the total of all direct and indirect carbon dioxide equivalent (co2-e) 

emissions which are calculated as the sum of the Scope 1, 2 and 3 emissions listed above. the 

company’s carbon footprint for 2010 compared to the previous year is shown in the Year on Year 

emissions table below.

GreenhOuse Gas eMissiOns

these figures are estimates determined from data collected as at 30 June 2010 and extrapolations 

based on emissions intensities.

year On year eMissiOns

emissions intensity is a measure of average emissions produced for every unit of production costs 

($million of FoB cash cost) or production volumes (rom tonnes). it provides an indication of the 

production efficiency of the company’s operations in terms of emissions. 

status 2010 2009

total emissions (t co2-e)  13% 414,303 367,127

emissions intensity (t co2-e / $m FoB cash cost)   9% 710 653

emissions intensity (t co2-e / rom tonne)   7% 0.048 0.045

emissions notes:
1. Note that macarthur coal’s 2009 carbon emissions have been revised and are materially lower than reported in the 2009 annual 

report. this is because firstly, the data verification process applied for NGerS reporting uncovered errors, and secondly the  
freight emissions decreased significantly due to the emissions factor applied. 

2. emissions for some minor sources have been estimated based on last year’s activity due to data not being available at the time 
of reporting

3. data has not undergone detailed (ie NGerS level) internal verification

macarthur coal’s emissions profile is comprised of:

DIRECT AND INDIRECT EMISSIoNS (ToNNES Co2-e)

total % scope 1 scope 2 scope 3

total 414,303 100.0% 299,476 60,515 54,312 

coppabella mine 235,614 56.9% 161,988 43,814 29,812 

moorvale mine 168,261 40.6% 129,470 16,465 22,326 

middlemount mine 7,752 1.9% 6,881  n/a 871 

corporate 1,435 0.3% n/a 225 1,210 

other 1,241 0.3% 1,137 11 93 
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36%  Fugitive 
emissions 

148,004

38% liquid 
Fuels 159,013

17% electricity  
68,679

9% other 
38,607 

sOurCes OF  eMissiOns
Fugitive methane emissions and diesel use from 
coal mining operations constitute macarthur’s 

largest emission sources.

Major emissions1 sources  
(tonnes of C02 equivalent)

 

1  total emissions shown here represent all scopes and sources 
of emissions for which macarthur coal is the controlling 
corporation responsible for reporting on behalf of all its joint 
venture partners under the National Greenhouse and Energy 
Reporting Act 2008 (Cth) plus Scope 3 transport related emissions.

iMprOvinG MeasureMent and repOrtinG

in 2009 macarthur coal began integrating energy 

use and carbon emissions reporting and management 

into the business with the objectives of:

•	 improving	data	collection	and	reporting	

processes to ensure emissions data is 

accurate and robust and fully complies 

with emissions and energy use reporting 

obligations under australia’s new emissions 

reporting legislation, the National Greenhouse 

and Energy Reporting Act (NGERS)

•	 continued	involvement	in	the	Australian	Coal	

association research Project (acarP) to 

estimate actual fugitive emissions from open 

cut coal mines to position macarthur coal to 

be at the forefront of any new arrangements 

for measurement of fugitive emissions.

in 2010 the company:

•	 successfully	prepared	and	submitted	its	first	
NGerS report

•	 commenced	the	automation	of	some	data	
collection through system integration to 
improve accuracy and reduce the collection 
workload

•	 broadened	the	scope	of	data	collected	
to facilitate a more comprehensive 
understanding of energy use and carbon 

emissions within the operations.

CarbOn risK MappinG

one of macarthur coal’s material business  

risks is carbon management (refer to page 82). 

the company needs to specifically manage  

and mitigate:

•	 increased	compliance	costs	associated	with	

data collection and management, emissions 

reporting, and assurance of emissions and 

energy data

•	 increased	capital	costs	to	implement	energy	

reduction projects and initiatives 

•	 increased	energy	costs	as	diesel	and	

electricity suppliers pass on the costs 

associated with emissions

•	 increased	distribution	costs	as	rail	freight	

providers pass on the costs associated with 

emissions

•	 direct	carbon	permit	liability	costs	under	a	

future emissions trading scheme, particularly 

in regards to fugitive methane emissions

•	 potential	impacts	on	the	competitive	

position of macarthur coal as a result of the 

introduction of an emissions trading scheme.

develOpinG abateMent strateGies 
and ManaGinG risK

the key action underway to minimise the 

financial risks associated with climate change 

regulation involves systematically identifying 

abatement opportunities across macarthur coal’s 

business. the company is implementing projects 

to reduce emissions where a business case can 

be established. 

in 2009 macarthur coal conducted a project 

to identify potential abatement projects and 

quantify the level of abatement and financial 

costs associated with those projects. in 2010 

a number of these projects were implemented 

resulting in direct emissions reductions and 

energy cost savings.

in order to ensure ongoing benefits from 

abatement, macarthur coal developed an 

abatement strategy, a fugitive emissions 

strategy, and an energy management Policy. 

the process for identifying regulatory risks 

related to climate change is currently conducted 

by the macarthur coal carbon and environment 

committee and identified material business risks 

are reported to the audit and risk management 

committee and the Board.

suppOrtinG lOw eMissiOn teChnOlOGies

macarthur coal is a participant in several 

projects with the purpose of researching and 

implementing clean coal technologies. these 

projects include:

COal21

macarthur coal contributes 20 cents for every 

tonne of coal sold to the coal21 Fund. the Fund 

is a whole-of-industry partnership established 

by the australian coal association to support 

greenhouse gas abatement. the coal21 Fund 

is raising over $1 billion over 10 years through 

voluntary levies on coal production to support the 

pre-commercial demonstration of low emission 

technologies in the power generation sector, and 

to support research and development. 

australian Coal association research 
program (ACARP)

acarP’s mission is to research, develop and 

demonstrate technologies that lead to the safe, 

sustainable production and use of coal. australian 

black coal producers, including macarthur coal, 

contribute five cents per tonne of coal sold 

towards research undertaken by acarP.
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leadership & 
ManaGeMent

5
directorS

eXecutive maNaGemeNt

directorS’ rePort

corPorate GoverNaNce StatemeNt

remuNeratioN rePort

F
or

 p
er

so
na

l u
se

 o
nl

y



63macarthur coal limited     2010     aNNual rePort     

Keith de laCy, aM
BA, HonDLitt, DUniv, QDA, FAICD, FAIM

chairmaN oF the Board

chairmaN oF the NomiNatioN aNd 
remuNeratioN committee

iNdePeNdeNt, NoN-eXecutive director 

Keith has extensive commercial experience.  
he is a former treasurer of Queensland and  
is a prominent company director.

he has been macarthur coal chairman since  
the company’s public listing on 5 July 2001.

Keith was appointed to the audit and risk 
management committee on 18 February 
2003 and to the position of chairman of the 
Nomination and remuneration committee on  
13 June 2003.

Keith has been a director of reef corporate 
Services limited since 1 december 1999.  
he is also chairman of Nimrod resources  
limited and Queensland energy resources Group. 
Keith recently retired from the Board of trinity 
limited, where he served as chairman from  
14 december 2004 to 21 august 2009. 

in 2006, Keith was made a member of the  
order of australia for service to Queensland.  
he also has honorary doctorates from both James 
cook and central Queensland universities and 
has been awarded, a university of Queensland  

Gatton Gold medal and a centenary medal.

rOGer Marshall, Obe
BE, MAusIMM, FAIM, FAICD

dePutY chairmaN

NoN-eXecutive director

roger has extensive domestic and international 

coal industry experience covering management, 

marketing, finance and operational roles. he has 

been macarthur coal’s deputy chairman since  

5 July 2001.

roger was appointed to the Nomination and 

remuneration committee on 13 June 2003 and 

the Special Projects committee on 11 august 2008. 

roger’s appointments to boards of other publicly 

listed companies include chairman of Southern 

uranium limited from 14 april 2007, chairman  

of Planet metals limited (formerly Queensland 

ores limited) from 18 may 2005 to 9 June 2009 

and then as director until 4 September 2009,  

and director of citic australia trading limited 

from 3 april 2002 until 23 January 2009.

peter FOrbes

FCPA, FCIS, FAICD, SA Fin.

chairmaN oF the audit aNd riSK 
maNaGemeNt committee aNd the SPecial 
ProJectS committee

iNdePeNdeNt, NoN-eXecutive director

Peter has more than 30 years’ experience in 
senior financial and corporate management roles, 
including 14 years as deputy chief executive 
and executive General manager – equities for 
Queensland investment corporation, one of 
australia’s largest wholesale fund managers. 

Peter was appointed as a macarthur coal 
director on 14 November 2003.

Peter has been a member of the audit and risk 
management committee since 14 November 
2003 and was appointed chairman of the 
committee on 16 august 2007. he was appointed 
to the Special Projects committee on 16 august 
2007 and also chairs this committee. 

Peter is a director of Qic retail Pty ltd and Qic 
Private capital Pty ltd, and is a member of the 
Queensland council of the australian institute of 
company directors.

Nicole hollows 
chief executive officer and managing director

Keith de lacy 
chairman of the Board, chairman of the Nomination and  
remuneration committee, independent Non-executive director

roger marshall 
deputy chairman, Non-executive director

Peter Forbes 
chairman of the audit and risk management committee and the 
Special Projects committee, independent Non-executive director

terry o’reilly 
independent Non-executive director

chen zeng, Non-executive director

martin Kriewaldt
independent Non-executive director

direCtOrs
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niCOle hOllOws
BBus (Acctg), Grad Dip CSP, Grad Dip Adv 
Acctg (Dist), ACIS, CA, FAICD

chieF eXecutive oFFicer aNd maNaGiNG 

director

Nicole hollows was appointed chief executive 
officer of macarthur coal in January 2007 and 
managing director in June 2007. Prior to this 
Nicole held the positions of acting ceo, deputy 
ceo and chief Financial officer. 

Nicole joined the Group in 1998 and was 
appointed company Secretary and chief Financial 
officer of macarthur coal (c&m management) 
Pty ltd (then australian Premium coals Pty ltd), 
the manager of the company’s coppabella and 
moorvale coal mines in Queensland’s Bowen Basin. 

in her role, Nicole is responsible for the day to 
day management of all company operations and 
plays a leading role in the company’s strategic 
direction including expansion plans. With more than 
12 years’ direct industry experience, Nicole has more 
than 19 years’ experience in the resources sector.

in 2007 Nicole was appointed to the Board of the 
Queensland resources council (Qrc) and in 
November 2008 became the President. Nicole is 
also a member of the trustee advisors committee 
for the Queensland museum and the Qut ceo 
Strategy Group for the School of Business. 

Chen ZenG
BA (Economics), M International Finance, 
member Asia Society, member Australia 
China Business Council

NoN-eXecutive director

chen was appointed as a macarthur coal director 

on 23 July 2007 and was appointed to the 

Special Projects committee on 16 august 2007.

he is the managing director of citic australia, 

a company that is a long time shareholder in 

macarthur coal and a participant in macarthur 

coal’s coal ventures.

chen has more than 22 years’ experience 

managing a number of business operations, 

corporate and asset restructures and has 

developed several projects for the citic and 

citic australia groups.

he was appointed an executive director of  

citic resources holdings limited on 1 april  

2004 and served as a director from 3 april 

2002 and chairman from 14 may 2004 of citic 

australia trading limited until 23 January 2009. 

he is also a director of the china chamber 

of commerce in australia, china citic Group 

(appointed on 29 January 2010), and director  

of marathon resources limited (appointed on  

27 december 2006).

Martin Kriewaldt
BA, LLB (Hons), FAICD

iNdePeNdeNt, NoN-eXecutive director

martin is one of Queensland’s most prominent 

company directors. martin was appointed as 

a director of macarthur coal on 13 october 

2008 and was appointed as a member of the 

Nomination and remuneration committee on  

18 November 2008.

he currently sits on the boards of listed 

companies, impedimed from 24 march 2005, 

oil Search from 22 april 2002, Brisconnections 

management company limited from 24 october 

2008 and campbell Brothers from 12 June 2001. 

he is also chairman of opera Queensland limited.

he was previously a director of GWa 

international limited from 25 June 1992 to  

30 october 2008, arana therapeutics limited 

from 24 october 2003 to 28 august 2007 and, 

Suncorp-metway limited from 1 december 1996 

to 16 april 2010.

martin has expertise in a wide range of legal 

areas including construction law, banking, 

insurance and mining, having worked as a partner 

in litigation and commercial law for more than  

20 years at legal firm, allen allen & hemsley 

(now allens arthur robinson). 

TERRy o’REILLy
BCom, MAppFin, MBA, FAICD, FAIM, CPA

iNdePeNdeNt, NoN-eXecutive director

terry has extensive chief executive and senior 

executive experience in resources and energy 

both in australia and internationally.

he has served as managing director of conzinc 

asia based in Singapore, managing director of 

Pacific coal based in Brisbane, and managing 

director of coal and allied industries based in 

Sydney. he has also served on the board and as 

chairman of dalrymple Bay coal terminal. 

terry has chaired the World coal institute 

Promotions committee, the australian coal 

association, Queensland coal operators, the New 

South Wales minerals council, and was President 

of the australian Philippines Business council. 

terry was appointed as a director of macarthur 

coal on 13 october 2008 and was appointed as 

a member of the audit and risk management 

committee on 18 November 2008.

seniOr  
exeCutives 
as at 30 june 2010
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Peter Kane 
chief operating officer

michael Gray 
eGm Projects & infrastructure

lisa dalton 
eGm corporate Services and company Secretary

Gary lee 
vice President, marketing
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peter Kane
BE (Mining), MAusIMM, MMAA, GAICD, 
Certified Mine Manager

chieF oPeratiNG oFFicer

Peter was appointed to this position in February 

2008 and is responsible for overseeing all 

operational aspects of the company’s business 

including macarthur coal's interest in the 

development of the middlemount mine project. 

Peter has over 20 years experience in the mining 

industry in both iron ore and coal mining and 

has worked for such companies as BhP Billiton, 

thiess and leighton contractors.

Gary lee
BAppSc (Hons)

vice PreSideNt, marKetiNG

Gary was appointed to the role of vice  

President, marketing in January 2004 where  

he is responsible for the sales and marketing 

of all coal types from coppabella and moorvale 

mines. Gary has more than 30 years’ experience 

in the coal industry in technical and marketing 

roles for both metallurgical and thermal coal.

From 1 September 2010, Gary will take on the 

role of chief development officer where he will 

be responsible for evaluation of macarthur's 

tenement portfolio, infrastructure management 

and carbon and energy management.

MiChael Gray
BE (Civil), MBA, GAICD

eGm ProJectS & iNFraStructure

michael joined macarthur coal in october 2005 

and was appointed to the position of eGm 

Projects and infrastructure in February 2008 

where he is responsible for the management of 

macarthur coal’s exploration and evaluation 

program, the management of long term infrastructure 

requirements and government relations.

michael has 20 years’ experience in the planning 

and development of major mining, industrial and 

infrastructure projects in Queensland and has  

had extensive involvement in resource 

development, environmental management and 

Native title issues.

michael will take up the role of chief executive 

officer, middlemount from 15 September 2010 

where he will be responsible for all operations  

and the development of the middlemount mine.

lisa daltOn
BAppSc, MAppSc, LLB (Hons), FAICD

eGm corPorate ServiceS aNd comPaNY 

SecretarY

lisa joined macarthur coal in may 2007 having 

formerly held the position of company Secretary 

at tarong energy corporation. lisa is responsible 

for the corporate Services function at macarthur 

coal which includes governance and audit, 

legal services, human resources and corporate 

communications.

lisa began her legal career at clayton utz,  

has been corporate counsel and company 

Secretary for an international biotechnology 

company and was Principal legal officer in  

the corporate Governance and Business  

Services unit at crown law.

seniOr  
exeCutives 
FrOM septeMber 2010

Following on from a review of macarthur coal’s 

strategy, an organisational structure review  

was undertaken to ensure resources are aligned 

to achieving the company’s objectives. this 

will result in some organisational changes from 

September 2010. 

GrahaM yerbury
BCom, MBA, CA

chieF FiNaNcial oFFicer

in September 2010, we welcome Graham  

to the role of chief Financial officer at  

macarthur coal.

Graham’s most recent role was as chief  

Financial officer of arrow energy limited, a 

Queensland based aSX100 company focused  

on the development of coal seam gas in australia 

and throughout asia. in that role Graham led  

a team of around 40 people dedicated to 

functions ranging from financial reporting to 

information technology. Graham’s last project  

at arrow was oversight of the recently approved 

demerger of arrow’s international operations 

and the acquisition scheme that will see arrow’s 

domestic assets transferred to Shell and 

Petrochina.   

Prior to joining arrow, Graham spent 14 years 

working in senior finance roles for arco and then 

BP in their coal, oil and gas businesses.  

Graham is a chartered accountant with  post 

graduate qualifications in resource strategy  

and economics.  

sCOtt CrOGer
BAppSc, GradDipMgt (Marketing)

vice PreSideNt,  marKetiNG

in September 2010, we also welcome Scott 

croger to the position of vice President, 

marketing where he will be responsible for 

development and execution of the coal sales  

and marketing strategies for macarthur coal.

Scott joined macarthur coal in January 2005 

and has been responsible for managing sales 

planning, logistics, market development and 

customer relationships in the Pacific market.

Scott has over 15 years experience in the mining 

industry.  Scott began his career with BhP 

Billiton, and prior to joining macarthur coal  

spent time working for a French aluminum 

company and a Japanese trading company. 

Senior executives from September 2010 at 

macarthur coal will be Nicole hollows, Peter 

Kane, Gary lee, Scott croger, Graham Yerbury 

amd lisa dalton.
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Scott croger 
vice President, marketing

Graham Yerbury 
chief Financial officer
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1  direCtOrs

directors of the company at any time during or since the end of the financial year are:

name of director
appointed to 

board
Period of office non-executive independent

retiring by rotation 
and seeking  

re-election at 2010 
aGM1

Keith de lacy - Chairman 5 July 2001 9 years Yes Yes Yes

roger Marshall - deputy Chairman 5 July 2001 9 years Yes No No

nicole hollows - Managing director 28 June 2007 3 years No No n/a

peter Forbes 14 November 2003 7 years Yes Yes No

Chen Zeng 23 July 2007 3 years Yes No No

Martin Kriewaldt 13 october 2008 2 years Yes Yes Yes

Terry o’Reilly 13 october 2008 2 years Yes Yes No

1 in accordance with the company’s constitution and the listing rules

details of the directors’ qualifications, experience, special responsibilities and details of directorships of other listed companies can be found in the 

leadership and management section on pages 63 to 64.

2 COMpany seCretary

lisa dalton was appointed company Secretary on 24 may 2007. details of the company Secretary’s experience and qualifications are set out in the 

leadership and management section on page 65. lisa dalton was assisted by Bob adams (assistant company Secretary) and tess lye, General manager – 

Governance and legal during the year.  collectively, they are responsible for supporting the Board to fulfil its role and ensuring the company’s governance 

framework is followed.

3 DIRECToRS’ MEETINGS

the number of directors’ Board and committee meetings and respective attendance during the financial year are detailed below:

name of director board Meetings
audit and  

risk Management 
Committee Meetings

nomination and 
remuneration 

Committee Meetings

special projects 
Committee  
Meetings

due diligence  
Committee Meetings

A b A b A b A b A b 

Keith de lacy 28 27 5 5 2 2 * * * *

roger Marshall 28 21 * * 2 2 1 1 * *

peter Forbes 28 28 5 5 * * 1 1 8 8

nicole hollows 28 26 * * * * * * 8 5

Chen Zeng 28 26 * * * * 1 1 * *

Martin Kriewaldt 28 24 * * 2 2 * * * *

Terry o’Reilly 28 27 5 5 * * 1 1 * *

a = Number of meetings held during the time the director was a member of the Board and/or committee
B = Number of meetings attended during the time the director was a member of the Board and/or committee
* Not a member of the relevant committee

4 COrpOrate GOvernanCe stateMent

this statement provides an overview of the company’s governance practices and reports against the aSX corporate Governance Principles and 

recommendations (2nd edition) (“aSX Principles”). the company’s corporate governance practices comply with the aSX Principles unless otherwise stated.  

macarthur coal’s corporate governance framework is based on the philosophy that to achieve the company’s vision as an independent, growth focused coal 

producer delivering long-term shareholder value, it is essential that the governance framework delivers transparent oversight of the company’s operations 

and performance in a way that reflects the expectations of shareholders, the market and regulators. 

macarthur coal acknowledges the release by the aSX corporate Governance council of changes to the corporate Governance Principles and 

recommendations (2nd edition) on 30 June 2010. in the 2011 financial year we will endeavour to adopt the changes early and in particular, in respect of  

the diversity initiatives, report against the new recommendations in respect of the year ending 30 June 2011. 

DIRECToRS’ REPoRT
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4.1  board and Management roles and responsibilities

4.1.1 snapshot 

prinCiple 1: the board and Management are clear about their roles and responsibilities

how we comply with principle 1
section 

reference 2010 Overview

1.1 the Board operates under a Board charter and has in place 
documented delegations of authority between the Board and 
management which outlines functions reserved to the Board and those 
delegated to management

4.1.4 the company undertook a review of roles and 
accountabilities for Senior executives during the year, 
the aim of which was to ensure that role clarity and 
accountabilities aligned to the company’s strategy. 
Position descriptions for all Senior executives were 
revised and updated as a result of this review

a review of the role of the Board and the chairman 
was also undertaken during the year as part of an 
evaluation of Board performance.  a summary of the key 
components of the review can be found at section 4.2.8

to ensure directors clearly understand corporate expectations of them, all 
directors receive a letter of appointment which, together with an induction 
programme, ensures all directors upon their appointment obtain a 
detailed overview of the company, its strategic direction and its business

1.2 Senior executives are provided with letters of appointment, a clear 
position description and a structured induction programme

4.1.9

1.3 there has been no departure from the Guide to reporting on Principle 1:

•	 performance evaluations for the ceo and Senior executives have taken 
place during the year – refer to the remuneration report for full details 

•	 www.macarthurcoal.com.au contains links to our Board charter, 
directors code of conduct and a summary of the delegation of 
authority Policy in place between the Board and the ceo

5

4.1.2 board and Management Governance structure

the diagram below provides an overview of the Board, Board committees and executive leadership Group structure in place which underpins oversight by 

the Board in its role as the company’s governing body.

Chief operating officer
coppabella mine
moorvale mine

middlemount mine Project
health, Safety & environment 
mine Services & exploration

Chief Financial officer
Finance

commercial & risk management
information & communication technology

investor relations

eGM Corporate services & 
Company secretary

human resources
Governance & legal 

internal audit
corporate communications

Chief Development officer
tenement Portfolio evaluation
infrastructure management 

carbon & energy management

eGm human resources

Gm Governance & legal

chief information officer

eGm mine Services

eGm Projectsinternal audit 
(outsourced)

exeCutive  
leadership GrOup

seniOr leaders
(Standing invitation to attend ELG forums)

seniOr exeCutives

CEo / Managing  
director

board of  
directors

nomination and 
remuneration 

Committee

special  
projects  

Committee

audit and risk 
Management  

Committee

due diligence 
Committee

vice president, Marketing
coal Sales 

coal Shipping
coal Quality
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direCtOrs' repOrt (coNtiNued)

4.1.3 the board

the Board had seven members throughout the year, the majority of which are independent, Non-executive directors. 

the Board operated with four committees during the year to assist it with oversight of various aspects of company performance and governance.  

each committee operated under a written charter approved by the Board:

audit and risk Management 
Committee (ARMC)

the armc is responsible for monitoring internal controls and risk management, related party 
transactions, external reporting, appointing external and internal auditors and receiving reports 
from the auditors

see section 
4.4.2

nomination and remuneration 
Committee (NRC)

the Nrc is responsible for assisting the Board with director selection and remuneration, 
Board evaluation, ceo appointment, remuneration and evaluation and the appointment and 
remuneration of Senior executives

see section  
4.2.5

Special Projects Committee (SPC) the SPc is responsible for reviewing, analysing and providing guidance to management on 
special projects that may arise from time to time

see section  
4.2.6

Due Diligence Committee (DDC) the ddc was established in January 2010 to oversee the due diligence system and process for 
the preparation of the Bidders Statement for the off-market takeover of Gloucester coal limited

see section  
4.2.7

4.1.4 The Board’s Role 

the Board is responsible for the effective oversight of macarthur coal.  the Board guides and monitors the company’s activities to ensure proper management 

of assets within governance and risk parameters and the creation of shareholder value. 

a summary of the functions reserved to the Board is provided below:

FunCtiOns reserved tO the bOard

Making  
recommendations to  

shareholders on 
 director appointment  

and retirement

Monitoring and 
managing the 

performance of the 
CeO and succession  
planning for the CeO

approving the  
appointment/removal  
of senior executives 

determining the  
size and 

composition 
 of the board and  

its Committees 

setting CeO  
remuneration and  

monitoring executive  
remuneration within  

board-approved  
policy limits

evaluating,  
approving and 

 monitoring annual  
budgets

ensuring  
appropriate 
resources  

are available to meet  
environmental and  
safety management  

plans

reviewing with  
Management what  

Material  
business risks and  
opportunities are  

appearing

reviewing  
with Management how 
Material business risks 

and opportunities are 
being managed, and what, 

 if any, modifications 
 in strategic direction  

should be adopted

Overseeing  
mitigation plans for 

the Company’s  
Material business  

risks 

business 
performance leadership remuneration

Financial 
performance  
and reporting

safety and 
environmental 
Management

risk
Managementstrategy

approving and 
 overseeing  

major expenditure,  
acquisitions/
divestments  
and business 
 operations

evaluating the  
performance of 
non-executive  

directors

approving all 
 half yearly and  
annual financial  

reports

Monitoring safety 
 and environmental 

 performance

reviewing with  
Management 

how the  
strategic 

environment  
is changing

approving, evaluating  
and monitoring 

strategy, its 
implementation and 

key performance  
indicators

recommending  
director 

remuneration  
to shareholders 

for approval

approving and  
monitoring 

compliance with the 
Company’s internal 

control system  
including internal and  

external audit
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4.1.5  Key activities of the board  
during the year

the Board met 28 times during the year, a significant 

increase on its number of meetings in 2009 and a 

direct result of the corporate activity faced by the 

company in the latter part of the 2010 financial year.  

a key decision made by the Board during the 

year was to acquire Gloucester coal limited and 

Noble Group’s interest in middlemount coal Pty 

ltd.  Following change of control proposals from 

Peabody energy corporation and New hope coal 

limited, and subsequent delays to the completion 

of the Gloucester and middlemount transactions, 

Noble Group limited shareholders did not 

approve the sale by Noble Group of its interest 

in middlemount.  Following the non-completion 
of the middlemount transaction, the takeover 
of Gloucester coal was terminated by mutual 
agreement in may 2010. this was a period of 
intense corporate activity for the company.

in addition to this corporate activity, the Board 
also considered major business decisions including 
capital projects involving the development of 
middlemount mine project, ongoing exploration 
activity, a review of the company’s strategy and an 
externally facilitated review of the performance of the 
Board, chairman, individual directors and the ceo.

4.1.6 the CeO
the ceo manages strategy execution and the  
day to day operation of the business assisted by 
the Senior executives. 

the ceo is employed under a contract of 
employment with no fixed term. the role and 
responsibilities of the ceo are set out in a  
position description which is reviewed annually  
by the Board. For details on the remuneration  
and employment conditions of the ceo, refer  
to section 5.

in addition, the ceo operates under a delegation  
of authority (doa) Policy put in place by the  
Board which delegates authority to the ceo  
for the day to day management of the business.  
the doa Policy includes both financial and non-
financial delegations.

a summary of the functions delegated by the  

Board to the ceo is provided below:

Functions Delegated to Chief Executive officer

strategy business 
performance leadership remuneration

Financial 
performance 
and reporting

safety and 
environmental 
Management

risk
Management

reviewing with  
the board how  
the strategic  

environment  is  
changing

development of three  
and ten year plans

plan, implement and   
monitor all major  

capital expenditure  
and all major corporate 

 transactions within  
the delegation of  
authority policy

drive improvement 
 in all operational  

activities to secure the  
integrity/viability  
of the business

ensure appropriate 
 succession planning 
for Key Management  

personnel

Maintain a sound  
system of internal  

controls to safeguard  
the Company’s  

assets and to manage  
risk exposure through 

 appropriate forms  
of risk control

ensuring the  
Company has an  
environmental  

management system  
in place and  

undertakes sustainable  
practices

review with  
the board what  

Material business  
risks and  

opportunities that  
are appearing

Oversee mitigation  
plans for the 
Company’s 

 Material business 
 risks 

report to the  
board on the  

effectiveness of  
the Company’s  

risk Management  
system 

ensure a  
sustainable business  
through implementing  

appropriate 
leadership, culture, 

 resources and  
skills programs

Foster a  
culture that promotes  

good corporate  
governance  

and ethical practices  
and a robust internal 

 control system

provide a safe  
workplace and ensure  

appropriate safety  
management systems  

are in place

develop,  
implement and  

monitor the annual  
budget

ensure the  
Company remunerates 
fairly and responsibly  
and links performance 

to long term 
shareholder value

ensure the  
Company achieves  

all targets within  
agreed risk,  

governance and  
financial parameters

develop in  
conjunction with the  
board and implement  
and monitor strategic  

long term plans  
for the Company
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board,  
Committees 

 and directors

•		Board	Charter
•		Director	Letter	of	Appointment	

and induction Process
•		Directors	Code	of	Conduct
•		Committee	Charters

CeO, CFO  
and Company  

secretary

•		Board	Charter
•		Delegation	of	Authority	Policy
•		Position	Descriptions	and	Contracts	

of employment
•		Code	of	Conduct

senior  
executives  

and elG

•	 Position	Descriptions	and	
contracts of employment  

•	 Delegation	of	Authority	Policy
•	 Code	of	Conduct
•		ELG	Terms	of	Reference

4.1.7 Management’s Role

the ceo with the support of the Senior 
executives provide leadership to macarthur  
coal and the respective business units and are 
responsible for the day to day management of  
the business in a sustainable manner ensuring 
the effective implementation and communication 
of strategies, business plans, projects and 
policies as approved by the Board.

the ceo and Senior executives constitute the 
executive leadership Group (elG) which is 
accountable for:

•	 Proposing	the	direction	and	vision	for	the	
business for Board approval

•	 Developing	corporate	strategy	for	Board	
approval 

•	 Executing	corporate	strategy	through	
delivering and monitoring strong performance 
across business units

•	 Leading	principal	and	major	business	issues	
as they arise

•	 Monitoring	the	Material	Business	Risk	
register and ensuring execution of risk 
mitigation plans 

•	 Leading	change	and	communications	across	
the business 

•	 Analysing	business	opportunities	and	
recommending potential courses of action to 
the Board

•	 Ensuring	compliance	with corporate wide 
policies and procedures 

•	 Leading	organisational	development	 
and culture initiatives to ensure structure, 
systems, and skills are aligned with 

corporate strategy. 

4.1.8 Internal Audit

the internal audit function is outsourced. internal 

auditors attend meetings of the audit and risk 

management committee to report on internal 

audit activities undertaken during each quarter 

(see section 4.7.5).

4.1.9 ensuring effective understanding of 

accountabilities

the appointment of new directors and Senior 
executives to the business is governed by 
letters of appointment and in the case of Senior 
executives, employment contracts and position 
descriptions which set out the company’s 
expectations and their roles and responsibilities. 

induction programmes are tailored to the specific 
individual taking into account their skills and 
expertise. in addition, a corporate wide induction 
programme is undertaken on a quarterly basis. it 
ensures consistency and clarity on the key points 
that need to be communicated to people joining 
the company. 

Newcomers to the business have access to 

documentation within the management 
governance framework which communicates  
the responsibilities of the Board, its committees, 
ceo, cFo, company Secretary, other Senior 
executives and the elG as well as setting out  
the company’s expectations on governance.   
this year, we reviewed roles and accountabilities 
across the business to ensure alignment of  
roles with strategy and business objectives.   
the outcome of the exercise was a greater 
appreciation of individual roles and accountabilities 
(documented in updated position descriptions) 
and an updated organisational structure. the 
diagram below provides an overview of macarthur 

coal's governance documentation framework.

4.1.10 CeO and senior executive 
performance

the performance of the ceo and Senior 
executives is continually assessed in accordance 
with the company’s Performance management 
Programme with a formal one-on-one review 
undertaken every six months. the process for 
evaluating the performance of the ceo and 
Senior executives, and the outcomes of the 
reviews conducted during the financial year and 
any departures from the process, are set out in 

the remuneration report (section 5).

Management Governance

tools and systems

Business Planning cycle

corporate Scorecards

material Business risk 
register and mitigation Plans

Performance management 
System

tenement management 
System

commitments register

document management 
System

enterprise resource Planning 
System

life of mine Planning System

Budgeting and Forecasting 
System

Codes and policies
code of conduct
delegation of authority Policy
risk management Policy and 
Framework
health, Safetly and 
environment Policy
Sustainability Policy
continuous disclosure Policy
Shareholder relations Policy
human resources Policy
remuneration Policy
crisis management Plan

Management Committees
executive leadership Group
Business Performance Group
Safety, environment and 
carbon committee
Projects and infrastructure 
committee
treasury committee

procedures and 
Guidelines

Segregation of duties

Fraud and corruption Policy

Share trading Policy

Whistleblowers Policy

Short term investments

media Policy

contracts and commitments 
Procedures

information and 
communication technology 
acceptable use PolicyF
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4.2  structuring the board to add value

4.2.1  snapshot

prinCiple 2:   The majority of the Board is independent and consists of Directors with skills and expertise sufficient to discharge their 
responsibilities and duties to the Company

how we comply with principle 2
section 

reference
2010 Overview

2.1 the majority of the Board is independent and our Board charter contains 
a procedure for directors to have access to independent professional 
advice at the company’s expense. directors are required to disclose 
situations which may impact their independence at every Board meeting 

4.2.2

an externally facilitated evaluation of Board  
and individual director performance has  
been undertaken.  the evaluation focused on 
reviewing the Board’s role and performance,  
the chairman’s role and performance, and a  
peer review of individual directors.  refer to 
section 4.2.8 for details

2.2 mr Keith de lacy, the chairman of the Board, is an independent Non-
executive director and the chair’s role is set out in the Board charter 

4.2.4

2.3 the chairman and the ceo are different individuals 4.2.4

2.4 the company has a Nomination and remuneration committee (Nrc) 
with a majority of independent directors 

4.2.5

2.5 an externally facilitated review of Board and individual director 
performance has been undertaken 

4.2.8

2.6 all the information set out in the Guide to reporting Principle 2 has 

been provided in this report: 

•	skills,	experience	and	expertise	of	Directors	and	period	of	office	

•	independence	of	Directors	and	relationships	impacting	independence 1

•	access	to	independent	professional	advice 3

•	names	of	members	of	the	NRC,	attendance	at	meetings 4.2

•	performance	evaluation	for	the	Board,	its	Committees	and	Directors

www.macarthurcoal.com.au contains links to the Nrc charter 

(including the procedure for selection and appointment of new directors) 

and the company’s constitution which sets out the rules for retirement 

and re-election of incumbent directors

      

4.2.2 director independence and  
decision Making

the Board believes that all directors:

•	 retain	a	strong	independence	of	mind	and	

attitude and bring independent judgement 

when making decisions

•	 have	a	range	of	experience,	knowledge	

and skills necessary for them to serve as 

directors on the Board of a company with 

macarthur coal’s vision.  refer to pages 

63 to 64 for an overview of the directors’ 

experience and skills.

the Board requires directors to disclose any 

interests that may impact on a director’s 

independence. this disclosure which is a 

standing agenda item for Board meetings 

facilitates an assessment by the Board of  

the continuing independence or otherwise  

of directors. 

the Board’s assessment of, and reasons for, 

determining independence of the directors is  

as follows:

independent, non-executive directors

Keith de lacy (chairman), Peter Forbes (chairman 

armc), martin Kriewaldt and terry o’reilly

•	 not	substantial	shareholders

•	 no	material	business	relationships	with	the	

company or other circumstances that would 

impact independent judgement.

non-executive directors

roger marshall (deputy chairman), and  

chen zeng

•	 Mr	Marshall	had	a	prior	relationship	 

with citic, the company’s largest 

shareholder (until January 2009) and 

provided consulting services to macarthur 

coal until december 2007

•	 Mr	Zeng	is	Managing	Director	of	CITIC	

australia Pty ltd. the citic Group is the 

company’s largest shareholder.

executive director

Nicole hollows (managing director and chief 

executive officer)

•	 is	employed	by	the	Company	as	Chief	

executive officer and is not independent of 

management.

4.2.3 independent decision Making

to facilitate independent judgement and thinking 

by directors, all directors, at the company’s 

expense and with the consent of the chairman, 

may obtain independent advice concerning any 

aspect of macarthur coal’s operations from time 

to time. the chairman may determine that any 

advice received by an individual director will be 

circulated to the remainder of directors.

4.2.4 role of the Chairman

the chairman, mr Keith de lacy, is an 

independent director and has been chairman 

since the company listed in 2001. the chairman’s 

role is clearly defined in the Board charter and 

includes:

•	 chairing	Board	meetings	and	meetings	of	

members
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director 
 selection

director  
remuneration

board  
evaluation

CeO 
remuneration  
and evaluation

senior executive 
appointment, 
remuneration 
and incentives

nomination and 
remuneration 

Committee

Identifies, shortlists  
and recommends  

appointment of new  
directors in accordance  

with policy and 
procedure for director 

appointment

reviews and 
establishes  

director 
remuneration

Oversees the  
evaluation of board,  

board Committees and  
individual directors in  

accordance with  
guidelines documented  

in nrC Charter

Considers and makes 
recommendations to  
the Board on CEo’s  
remuneration and  

performance

approves 
appointments 

remuneration, role 
changes  and  

terminations of senior 
executives

Monitors the 
effectiveness of 

 the human resources  
strategy and 

remuneration and  
human resources 

policies

Keith De Lacy (Chairman from 13 june 2003)
Roger marshall (Member from 13 june 2003)
Martin	Kriewaldt (Member from 18 November 2008)
Lisa Dalton (Committee Secretary from 24 May 2007)

special  
projects 

Committee

Peter Forbes (chairman from16 august 2007)
roger marshall (member from 11 august 2008)
chen zeng (member from 16 august 2007)
terry o’reilly (member from 18 November 2008)
lisa dalton (committee Secretary from 16 august 2007)

reviewing, analysing and providing guidance on special projects from 
time to time. the committee’s primary focus for the 2011 financial year 
will be overseeing, in conjunction with management, progress on the 
execution of the company's sustainable growth strategy

•	 ensuring	Directors	are	informed	of	all	

matters

•	 providing	guidance	and	mentoring	to	the	CEO

•	 overseeing	the	evaluation	of	the	CEO	through	

the Nrc

•	 ensuring	an	annual	Board	evaluation	is	

undertaken.

in 2010, the chairman’s performance was the 

subject of an externally facilitated review.   

the chairman has made himself available 

to stand for re-election as a director by 

Shareholders at the 2010 annual General 

meeting in accordance with the requirements  

of the company’s constitution and has the 

support of the Board to stand for re-election.

4.2.5 nomination and remuneration 
Committee (NRC)

the Nrc operates under a Board-approved 

charter. the charter includes a Policy and 

Procedure for the selection and appointment 

of new directors and a pro-forma letter of 

appointment. the Nrc has delegated authority 

from the Board to identify, short-list and 

recommend the appointment of new directors 

to the Board in accordance with procedures 

set out in the Nrc charter. any appointment 

must be made with the approval of the majority 

of independent directors of the Board. the 

appointee holds office until the next General 

meeting, at which time their appointment is put 

to shareholders for approval. 

the Policy contains factors required to be 

considered in appointing a new director and 

includes:

•	 time	commitments

•	 existing	directorships

•	 independence	status

•	 skills	and	expertise.

the company’s constitution sets out rules 

for retirement and re-election of incumbent 

directors. re-election of incumbent directors 

requires the approval of shareholders.

attendance at Nrc meetings is detailed in the 

table of directors’ meetings on page 67. membership 

of the Nrc and its areas of responsibility are 

summarised in the diagram below:

4.2.6 the special projects Committee 

the Special Projects committee (SPc) operates under a Board-approved charter, a copy of which is available on our website at www.macarthurcoal.com.au. 

the SPc is responsible for reviewing, analysing and providing guidance to management on special projects that may arise from time to time. this includes 

providing guidance and recommendations during pre-feasibility and feasibility stages of various projects and overseeing due diligence processes prior to 

recommendations being made to the Board for approval of a special project. SPc membership and summary of its role are as follows:
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the ceo, chief development officer and chief Financial officer attended the SPc meetings by invitation.

in 2010 the SPc had input into the middlemount mine project, development of the tenement portfolio and budget parameters and targets for 2011.

4.2.7 the due diligence Committee

the Board appointed members of a due diligence committee on 19 January 2010 to co-ordinate, conduct and supervise the due diligence process for the 

preparation of the Bidder’s Statement and to ensure a system of due diligence was followed to enable the Board to be satisfied that the Bidder’s Statement, 

for the off-market takeover of Gloucester coal limited, complied with the corporations act. all directors of macarthur coal had a standing invite to attend 

due diligence committee meetings. 

4.2.8 Board, Committee and Director Evaluations

an externally facilitated evaluation of Board and individual director performance, managed by the chairman, was undertaken during the year.

there were four areas of focus in this year’s evaluation of Board and director performance.  the summary of the outcome of the reviews is as follows:

area evaluated Outcome

strength of the board the review identified that the strength of the Board included a diverse range of skills, knowledge and experience, an 
ability to discuss issues openly, an effective and open working relationship with management and a strong contribution to 
oversight of the company from all members of the Board

Major achievements major achievements of the Board over the past 12-18 months were identified as navigating the Global Financial crisis  
(a very challenging period for the company and its people) and managing the intense period of corporate activity including  
a vast array of issues involving legal obligations, disclosure and communication

areas of board Focus areas identified for Board focus in 2011 include a review of the company’s long-term strategy and goals

board reporting 
and Governance 
documentation

Board reporting and governance documentation was found to be generally robust and sound.  in 2011 we will focus on 
reviewing the overall quality and effectiveness of Board papers and ensuring governance documentation reflects the 
company’s governance framework, with particular focus on risk management and compliance

due diligence  
scope

due diligence 
process

preparation of  
bidder's  

statement

due diligence 
sign-off and 
Verification

due diligence 
report

due diligence 
Committee

determine nature  
and scope of due 

diligence and adopt  
materiality criteria

supervise  
due diligence 

process, address 
material issues

Oversee the  
drafting of the  

bidder's statement

Implement verification 
procedure for  

bidder's statement  
and review sign-offs  

and reports

Provide final Due 
diligence report to 

directors and ensure 
all due diligence 

material is retained

Peter	Forbes	(Chairman of DDC)
Nicole hollows (CEo)
Lisa Dalton (EGM Corporate Services and Company Secretary)
michael Gray (EGM Projects and Infrastructure) 
a representative each from Corrs Chambers westgarth and pricewaterhouseCoopers
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The Directors’ Code of Conduct, provided to Directors during their induction, sets out the principles that apply to Directors in addition to 

those stipulated in the Corporate Code of Conduct, including:

Directors’ Code of Conduct •	 behaviour that serves the best interests of macarthur coal 
•	 exercise of care and diligence
•	 proper use of information
•	 declarations and protocol for managing conflicts of interest
•	 full and frank disclosure of potential or actual conflicts of interest
•	 enquiring, open and independent processes at meetings
•	 maintenance of confidentiality
•	 avoidance of any activity which could bring macarthur coal into disrepute
•	 adherence to all corporate governance policies
•	 devotion of sufficient time to execute duties
•	 compliance with the spirit as well as the letter of all laws
•	 trading in company securities in accordance with the company’s Share trading Policy

the directors’ code of conduct can be accessed on the company’s website at www.macarthurcoal.com.au

4.3 ethical and responsible decision Making

4.3.1 snapshot 

prinCiple 3:   Macarthur Coal promotes ethical and responsible decision making by its directors and staff and uses a number of tools  
to ensure this happens including:
• constantly referring to the Four pillars for guidance when making decisions, and when communicating and interacting 

between ourselves and with our stakeholders
• ensuring Codes of Conduct for directors and employees are in place and regularly referred to 
• being clear about the Company’s expectation when Directors, officers and employees trade in the Company’s shares

how we comply with principle 3
section 

reference
2010 Overview

3.1 We have in place both a directors code of conduct and code of conduct for 
all staff and contractors  
compliance with these codes is underpinned by a Whistleblower’s Policy

4.3.2 reviews undertaken during the year assessed performance 
of the Board, chairman, individual directors, the ceo and 
the Senior executives against the company’s Four Pillars.  
our talk Straight Pillar facilitates open discussion about 
behaviours

No breaches of the company’s share trading policy were 
identified during the year

3.2 We have a Share trading Policy in place which is regularly communicated 
and referenced

4.3.4

3.3 there has been no departure from Principle 3  
www.macarthurcoal.com.au contains links to our codes  
of conduct, Whistleblower and Share trading Polices

4.3.2 ethical standards and Codes of Conduct

all directors and employees are expected to 

adhere to certain basic principles in all activities 

in recognition of the fact that macarthur coal’s 

reputation is an essential element of its success. 

underpinning our expectations of directors 

and employees are the company’s Four Pillars 

(company values) which guide how we interact 

with others on a daily basis. the Sustainability 

section of the annual report from page 43  

provides greater details on our Four Pillars. our 

performance management process also contains  

a component which assesses performance against 

the Four Pillars which support the minimum  

ethical standards expected in the company.

Specific ethical requirements for directors and 

employees are contained in the company’s 

corporate code of conduct and directors code of 

conduct. the codes of conduct: 

•	 are	designed	to	maintain	confidence	in	the	

integrity of macarthur coal

•	 set	out	basic	principles	Directors	and	

employees should follow in dealings related 

to macarthur coal

•	 encourage	individuals	to	be	fully	versed	in	

the laws affecting their responsibilities and 

to report unethical practices.

in addition, the company has a Fraud and 
corruption Policy, the objective of which is to 
protect the revenue, property, information and 
other assets of the company from any attempt - 
either by members of the public, contractors or 
its own employees - to gain by deceit, financial or 
other benefits.

the codes of conduct and the Fraud and 
corruption Policy are made available to directors 
and all staff. New employees and directors are 
made aware of the obligations as part of their 
induction process.

an assessment of how we adopt the company's 
values was undertaken for the Board, the ceo, 
Senior executives and all employees during  
the year.
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the Corporate Code of Conduct applies without exception and sets out the standards to which directors and employees will adhere in 

conducting business, including:

Corporate Code of Conduct •	 commitment to shareholders
•	 compliance with the law
•	 environmental protection
•	 occupational health and safety
•	 equal employment
•	 confidentiality
•	 conflict of interest
•	 general conduct
•	 reporting unethical behaviour

employees are requested to sign compliance certificates and disclose any issues of which they were aware that could 
impact the application of the code to management practices 

the corporate code of conduct is accessible to all staff through our intranet and can be accessed on the company’s 
website at www.macarthurcoal.com.au 

4.3.3 Conflicts of interest

directors declare any material personal interest 

to the Board as it arises to provide the Board 

with notice of potential conflicts of interest 

and factors that may affect independence. any 

director with an interest in a transaction is 

required to withdraw themselves from the Board 

decision-making process and not receive Board 

papers in relation to the matter. decisions related 

to the matter creating the conflict are determined 

either in the absence of the affected director or 

with the director present, provided the remainder 

of the Board has approved that the conflicted 

director may remain present. Notices of any 

material personal interests are documented in 

the minutes. details of director related entity 

transactions with macarthur coal are set out in 

Note 37 to the Financial Statements. 

4.3.4 trading in Company securities by 

directors and employees

macarthur coal encourages ownership of 

company shares by directors, employees and 

contractors as a means of aligning their interests 

with shareholders’ interests. however, trading 

in the company’s securities is to occur only in 

accordance with the company’s Share trading 

Policy, common law, the corporations act 2001, 

and the aSX listing rules.

the company’s Share trading Policy:

•	 informs	Directors,	employees	and	contractors	

of the permissible trading windows, thus 

minimising the risk of securities being traded 

by a director, employee or contractor when 

in possession of price-sensitive information 

that is not in the public domain

•	 clarifies	the	Company’s	position	on	Directors	

entering into margin lending arrangements in 

respect of shares in the company

•	 prohibits	Directors	and	employees	from	

hedging the economic risk of a holding in 

unvested shares in the company.

Key elements of the Policy are:

•	 an	explanation	of	the	need	for	a	Share	

trading Policy

•	 details	of	permissible	and	prohibited	 

trading periods

•	 details	of	who	to	contact	to	seek	approval	

should an employee, director or contractor 

wish to trade shares outside the trading 

window

•	 an	explanation	of	what	constitutes	 

price-sensitive information.

the Share trading Policy requires directors, 

employees and contractors to inform the 

company Secretary of any trading in company 

securities, whether conducted personally, through 

a family member, through a trust, or through a  

company in which they have any influence or control.

the Share trading Policy can be accessed on the 

company’s website at www.macarthurcoal.com.au

4.3.5 Fraud and Corruption policy

macarthur coal operates with a zero tolerance 

to fraud and corruption. the Policy requires 

management to institute and maintain a 

system of internal control to provide reasonable 

assurance for the prevention and detection of 

fraud, misappropriations and other irregularities. 

internal audit has the primary responsibility for 

the investigation of all fraudulent or corrupt activity. 

the Policy also details a procedure for reporting 

and investigating possible fraudulent or corrupt 

activity.

4.3.6 whistleblower policy

the Whistleblower Policy documents the internal 

process for making and handling reports by staff 

of inappropriate conduct of individuals within the 

company (whistleblowers). 

a simple, clear policy and process to support 

staff in raising concerns as to the conduct 

of individuals within the company, free from 

recriminations and harassment, is essential 

and underpins the effective operation of the 

company’s risk management Framework, Fraud 

and corruption Policy and the company’s codes 

of conduct. 

the Whistleblower Policy can be accessed on the 

company’s website at www.macarthurcoal.com.au
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audit and risk 
Management 

Committee

Peter	Forbes (Chairman, Member from 14 November 2003 and Chairman since 16 August 2007)
Keith De Lacy (Member from 18 February 2003)
Terry O’Reilly (Member from 18 November 2008)
Lisa Dalton (Committee Secretary from 24 May 2007)

external  
reporting

review and assess  
systems and processes  
used by management  
to prepare reports to  

regulators so they are  
in order for adoption  

by the board

review and monitor  
related party 
transactions  

and assess their 
propriety

related party 
transactions

review and assess  
effectiveness of internal 

processes  
for determining, 
monitoring and 

assessing Material 
business risks

internal Control  
and risk 

Management

select an external  
auditor in accordance  

with documented 
guidelines and review  

and assess  
their independence

external audit

Monitor and assess  
the progress of internal  

audit and 
Management’s 

responsiveness to  
internal audit findings

review and assess  
internal controls and  
report to the board 
 on any breaches, 

fraud, theft, litigation  
and claims

review external  
audit findings and  

monitor Management’s 
responsiveness to 
external auditor 

findings

internal  
audit

4.4 safeguarding integrity in Financial reporting

4.4.1 snapshot

prinCiple 4:   We believe our systems and controls independently verify and safeguard the integrity of our financial reporting

how we comply with principle 4 section 
reference 2010 Overview

4.1 We have an audit and risk management committee (armc) that met 
five times during the year 

4.4.2 the armc charter was reviewed during the year. 
No changes were made to the charter as it was 
found to satisfactorily outline the armc’s role 
and responsibilities, composition, structure and 
membership requirements

Key activities of the armc during 2010 included 
consideration of the company’s risk management 
System and the material Business risks, oversight  
of the internal and external auditors, the evaluation 
of the half year and full financial reports and the 
accounting policies and issues impacting those 
reports

4.2 the armc: 

•	consists	of	only	Independent	Non-Executive	Directors	

•	members	are	financially	experienced	with	qualifications	and	

experience relevant to the accountabilities of the committee 

•	is	chaired	by	an	Independent	Non-Executive	Director,	Peter	Forbes,	

who is also a qualified accountant with experience in financial 

monitoring and reporting. mr Forbes is not the chairman of the Board

4.4.2

Page 63

4.3 the armc operates under a formal Board approved charter which is 
reviewed annually 

4.4.2

4.4 there has been no departure from Principle 4. all information required 

in the Guide to reporting on Principle 4 has been included in this report: 

•	ARMC	members	and	their	qualifications	

•	attendance	at	ARMC	meetings	and	the	number	of	meetings	

our website www.macarthurcoal.com.au contains links to our 

armc charter which sets out the procedure for the selection and 

appointment of the external auditor and for the rotation of external 

audit engagement partners

1

Page 63

4.4.2 Audit and Risk Management Committee (ARMC)

membership of the armc and its areas of responsibility are summarised below:
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4.5 Making timely and balanced disclosures

4.5.1 snapshot 

prinCiple 5:  timely and balanced communication with our staff and our stakeholders is integral to our business and has been a key focus in 2010

how we comply with principle 5
section 

reference
2010 Overview

5.1 the continuous disclosure Policy and media Policy set clear 
parameters including accountability for compliance with disclosure 
obligations under the aSX listing rules 

Shareholders are provided with quarterly, half yearly and annual 
reports and our website is also used as a communication medium 

4.5.2 the way we communicate with shareholders, the media, 
the analyst community and employees was tested on 
a daily basis in the 2010 financial year as a result of 
the intense period of corporate activity.  the company 
made 130 aSX announcements in FY2010, put in place 
shareholder information lines, increased briefings to the 
investment community and held daily briefings with staff 
during this time

the annual report contains commentary on the 
company’s financial results (refer to page 14)

5.2 there have been no departures from Principle 5 

www.macarthurcoal.com.au contains a summary of our 
continuous disclosure Policy and media Policy 

the armc focuses on the integrity of the 

company’s financial reporting, risk management 

and internal control system. it has unrestricted 

access to employees, the external and internal 

auditors and appropriate external advisors.  

the external auditor is provided with the 

opportunity to meet with the committee without 

Senior management being present to ensure 

that issues can be discussed in an uninhibited 

manner. 

the ceo and Senior managers in the finance  

team attended armc meetings at the invitation 

of the committee. the external auditor, KPmG, 

attended four meetings at the committee’s 

invitation during the year and the internal auditor, 

ernst & Young, attended three meetings at the 

committee’s invitation. 

the internal and external auditors attend meetings 

to present outcomes of their audits to the armc. 

the committee provides reports to the Board 

meeting immediately following an armc 

meeting. the chairman of the armc outlines  

key points arising in the armc to the full Board 

and advises the Board of any recommendations 

or assessments made by the committee in 

respect of the company’s control environment.

4.4.3 external audit

the selection and appointment process for the 

external auditor is the responsibility of the 

committee and is set out in the armc charter. 

When a vacancy occurs, the committee meets 

and determines whether a replacement auditor 

should be selected by way of a formal tender or 

some other appropriate method.

the committee:

•	 recommends	a	preferred external auditor 
to the Board. if the Board thinks fit, it will 
appoint the recommended external auditor. 
the appointment of an external auditor is 
subject to ratification by shareholders at the 
next annual General meeting (aGm)

•	 annually	reviews	the	External	Auditor’s	
performance. the review includes obtaining 
feedback from the cFo and other members of 
Senior management regarding the quality of 
the audit service

•	 ensures	that	the	External	Auditor	has	
arrangements in place for the rotation of 
the audit engagement partner. the audit 
engagement partner for the audit must rotate 
every five years 

•	 ensures	any	non-audit	services	provided	by	
the external auditor do not compromise the 
independence of the external audit function.

4.5.2 Continuous disclosure

the company has a continuous disclosure 

Policy (cdP) that aids macarthur coal in fulfilling 

its reporting obligation to provide investors 

with information in the manner expected of 

listed companies to enable investors to make 

an informed assessment of the value of the 

company’s securities. the cdP:

•	 enables	Macarthur	Coal	to	balance	the	

information needs of investors with the 

company’s needs to achieve business goals 

and protect confidential or commercially 

sensitive information, in a disciplined way 

and consistent with its legal obligations

•	 defines	the	parameters	of	disclosure	to	

manage investor expectations and minimise 

the potential for positive or negative surprises 

•	 provides	a	disciplined	approach	to	disclosure	

to achieve consistent disclosure levels ‘in 

good times and bad’ and thereby enhance 

macarthur coal’s credibility

•	 ensures	information	for	investors	is	easy	to	

understand and accurate at all times. 

all macarthur coal employees, particularly  

Senior executives and leaders, are aware of the 

Policy, the importance of compliance and the 

need for all employees to ensure that macarthur 

coal management is to be made aware of any  

information which may need to be disclosed 

to the aSX. refreshers on this Policy were 

undertaken during the year, with a focus on the 

Senior leaders of the company given the level of 

their knowledge and decision making. the ceo or 

company Secretary are informed immediately of 

any matters which have the potential to influence 

macarthur coal’s share price or are required to be 

released to the market. the company Secretary 

must immediately provide the information to  

the ceo (or if not available, the chairman) who 

will decide whether the information provided 

requires disclosure. if considered appropriate,  

the ceo may consult with the chairman and  

other available directors in making a decision.
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4.6  respecting the rights of shareholders

4.6.1  snapshot

principle 6: we strive to ensure communication with our shareholders is timely and presented in a clear manner

how we comply with principle 6
section 

reference
2010 Overview

6.1 the Shareholder communication Policy forms the minimum standards 
acceptable for communication with our shareholders. Shareholders are 
provided with regular communication through quarterly, half yearly and 
annual reports and updates to our website 

approximately 63% of shareholders have opted to receive 
communications from the company electronically1

4.6.1 the company’s usual primary communication tool is 
the website which is updated regularly with company 
announcements and news 

the website was to undergo an upgrade in 2010.   
Given corporate activity, the upgrade was postponed  
until 2011 

during 2010, additional communication forums were 
adopted to ensure shareholders had timely and up to date 
communication. these included a dedicated shareholder 
communication information line and additional 
shareholder correspondence

at the 2009 aGm, the company provided shareholders 
the opportunity to win a visit to our coppabella mine,  
to meet management and experience firsthand, an 
operating coal mine. the company received good 
feedback on this initiative and the subsequent visit 
by the winning shareholder and will provide a similar 
opportunity to shareholders at the 2010 aGm

6.2 there are no departures from Principle 6 

www.macarthurcoal.com.au contains a summary of how we 
communicate publicly with our shareholders. Page 52 of our annual 
report also provides further detail 

1 the company makes a donation to etree for every shareholder that opts to receive information electronically: etree website: www.etree.com.au

communication objectives and tools are summarised below:

Communication Objectives

the company takes its obligations to communicate with shareholders seriously and is committed to monitoring and improving communication. the 
Shareholder communication Policy provides a framework to ensure that shareholders are provided with timely, balanced communication that is written in 
plain language

Shareholder communication is conducted in accordance with the company’s continuous disclosure Policy, the aSX listing rules and the corporations act 
2001. the investor relations officer deals with shareholder queries, whether in person, via telephone, email or post 

asx announcements

information with the potential to affect the price or value of the company’s securities, or to influence an investor’s decision to trade in the company’s 
securities, is released to the aSX and then placed on macarthur coal’s website. Selective or differential disclosure is precluded thereby ensuring that no 
individual or group benefits from possession of market sensitive information 

the company made 130 aSX announcements during the year, including quarterly, half yearly and annual reports 

website

macarthur coal’s website contains information on its investments, investor relations (including the share price [subject to a 20 minute delay]), all aSX 
announcements lodged since listing on the aSX in July 2001, the share registry contact information, the top 20 shareholder list, marketing, and corporate 
governance documents 

reports to shareholders

Shareholders are provided with quarterly, half yearly and annual reports. in preparing its reports, macarthur coal attempts to present, not only its 
achievements, but also the challenges that confront the company so that shareholders are able to form an accurate assessment of the company.  
the company also strives to ensure that language used in shareholder communication is readily understandable and free from unnecessary jargon.  
to assist readers, the company provides a glossary of mining industry and financial terminology in each annual report and also makes this available on the 
company’s website at www.macarthurcoal.com.au

4.5.3 Media policy

a written media Policy has been put in place 

to ensure a process is documented and 

accountabilities identified for contact with and 

response to the media. the Policy links to the 

continuous disclosure Policy and has as one of 

its objectives, the need to ensure that any media 
speculation is responded to appropriately. 

4.5.4 relevant interests of directors
the company has disclosure deeds in place with 
all of its directors to ensure directors disclose 

changes in their relevant interests in a timely 

manner to facilitate the company’s compliance 

with the listing rules. in addition, a standing 

item has been added to every Board agenda 

to prompt disclosure of changes to relevant or 

material personal interests.
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shareholder information lines

Shareholder communication was a feature of 2010 given the number of change of control proposals macarthur coal received and the interest in the 
company’s own offer to combine certain interests of macarthur coal, the Noble Group, Gloucester coal and citic

macarthur coal delivered prompt advice to shareholders via aSX announcements (64 announcements between december 2009 and may 2010) to keep 
them abreast of developments and the relevant recommendations from the Board. details of the takeover of Gloucester coal and acquisition of assets 
from third parties were set out in detail in the Notice of meeting and explanatory memorandum which was provided via the aSX and company website 
and sent to shareholders who elect to receive notices of meetings

the company also established a shareholder enquiry line to respond to queries about the corporate activity and inform shareholders about the procedures 
they needed to follow. contact details were published on all company aSX announcements

in the interest of good communication, the chairman sent a letter to shareholders providing a summary of the corporate activity and an outline of the 
future direction of the business. this letter also included commentary on relevant external events including the resource Super Profits tax being proposed 
by the Federal Government (since replaced by the proposed minerals resource rent tax)

General Meetings

the company encourages shareholders and other interested parties to attend and participate at its general meetings. the company views the meetings 
as open forums that facilitate discussion between the Board, management and shareholders. the meetings also provide the opportunity to demonstrate 
the company’s commitment to accountability to shareholders and to gain valuable insight from shareholder feedback. all notices of general meetings and 
agendas are lodged with the aSX, mailed to shareholders and placed on the company website. the external auditor attends annual general meetings 
and is available to answer questions regarding the audit. Shareholders may submit questions prior to the meetings via email or the website. the rules for 
convening a general meeting are detailed in the company’s constitution. Shareholders are welcome to view the constitution by visiting the company’s 
corporate office or requesting a copy

4.7  recognising and Managing risk

4.7.1  snapshot

prinCiple 7:  recognise and manage risk

how we comply with principle 7
section 

reference
2010 Overview

7.1 a written, Board-approved, risk management Policy and Framework 
requires that macarthur coal’s activities be undertaken within Board-
approved risk tolerance levels to protect profitability and assets 
including management, oversight and reporting of material Business 
risks (mBrs) 

4.7.2 continuous reviews by Senior leaders of risk 
mitigation plans for each mBr ensures focus on 
achieving targets. Bi-annual reviews by the Senior 
leaders of business unit risk registers helps embed risk 
management practices into our daily operations

a review of the company’s risk management 
Framework including its regulatory and compliance 
framework was planned for 2010 but delayed until 
2011 given corporate activity 

7.2 the Board has received a report from management on the mBrs facing 
the business, the process undertaken to identify and assess those risks, 
each risk’s mitigation plan and the monitoring regime in place 

4.7.4

7.4 the Board has also received assurances in writing from the ceo and 
eGm Finance that the financial reporting risks and associated internal 
controls are operating effectively in all material respects 

4.7.4

7.5 there have been no departures from Principle 7: 
•	the	Board	has	received	a	report	from	Management	under	

recommendation 7.2 on the management of mBrs 
•	the	Board	has	received	assurances	in	writing	from	the	CEO	and 

eGm Finance
www.macarthurcoal.com.au has a summary of the company’s risk 
management Policy and Framework 

4.7

4.7.2  risk Management Framework

the company has a comprehensive risk management and internal control system involving all levels of the organisation which is integrated into day to day 
operations and includes structured reporting and monitoring.

the risk management Policy, approved by the Board requires that macarthur coal’s activities be undertaken within Board-approved risk tolerance levels to 
protect profitability and assets. the Policy clearly sets out the role of the Board and management in managing the company’s risks.a su

the diagram on page 81 provides an overview of the roles of the Board and management in this key governance activity.
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Policy Objective

Continuous disclosure to ensure that price sensitive information is released to the market through a structured process in compliance with the 
aSX continuous disclosure rules, and that third party briefings are conducted only by authorised personnel 

delegation of authority to ensure that commitment of macarthur coal funds, the subsequent expenditure of those funds and asset disposals are 
approved by personnel with proper delegated authority 

short term investments to ensure that liquidity to meet operational requirements is maintained, that adequate controls are maintained to 
minimise loss of capital and that only authorised products are used 

Foreign exchange to ensure exposure to currency risk caused by foreign exchange rate volatility is managed and that only well understood 
hedging products are used 

health, safety and 
environment 

to ensure maintenance of a safe and healthy work environment where people are protected from injury or illness, our 
assets are not at risk and a sustainable balance is achieved between economic development and the protection of the 
natural environment 

human resources to ensure that employees carry out operations in compliance with legislative requirements, adhere to all relevant 
business codes of practice and have due regard to the required ethical standards 

share trading to ensure that all trading in the company’s securities by employees and directors accords with macarthur coal’s Share 
trading Policy, common law, the corporations act and the aSX listing rules 

Fraud and Corruption to protect macarthur coal, its revenue, property, information and other assets from any attempt - either by members of 
the public, contractors or its own employees - to gain by deceit, financial or other benefits 

whistleblowers to put in place a confidential and secure process for personnel to anonymously report conduct that is unethical, 
dishonest, fraudulent, corrupt, illegal or otherwise unacceptable 

segregation of duties to minimise the opportunity for fraud to be committed or an error to be overlooked by ensuring that macarthur coal’s 
financial activities are adequately segregated 

Code of Conduct to ensure legal and ethical obligations to all stakeholders are met 

Crisis Management plan to provide guidance and parameters for identification and management of a crisis

the Board has received a report from management on the material Business risks facing the business, the process undertaken to identify and assess those 
risks, each risk’s mitigation Plan and the monitoring regime in place. the Board has also received assurances in writing from the ceo and eGm Finance that  

the financial reporting risks and associated internal controls are operating effectively in all material respects.

•  develop and implement systems to detect 
and report risks

•  allocate resources to implement agreed  
mitigation strategies

•  provide ongoing education and  
training to staff

•  provide leadership in implementing and 
maintaining a structured risk management 
process to identify, assess and manage risks

•  develop Material Business Risk Registers  
and mitigation strategies

•  ensure risk profile is aligned with strategy

approve Corporate 
strategy

adopt systems  
of accountability

Monitor and 
supervise

Outline risk  
Management policy  

and Framework

rOle OF the bOard and ManaGeMent FOr risK ManaGeMent

le
ad

er
sh

ip
 G

rO
up

• map the risk environment of the organisation

• draft and recommend the appropriate risk  
management structure

• support Directors in setting the “tone at the 
top” including endorsing and adopting the 
Code of Conduct

•  monitor the Material Business Risks and 
risk events

•  monitor the on-going effectiveness of 
the risk management process

the risk management Policy complements macarthur coal’s other policies, procedures and codes to manage risk. the following are significant policies in 
place that underpin the company’s risk management Framework and practices:

bOard with and thrOuGh CeO
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detailed business risk registers have been developed to document 

key risks in the areas in which Macarthur Coal operates.

these areas include: 

•	 strategy
•	 mining	operations	(including	

health, safety and environment)
•	 marketing
•	 commercial
•	 infrastructure
•	 exploration	and	development

•	 finance
•	 human	resources
•	 fraud	and	ethical	conduct
•	 information	technology
•	 carbon

business unit risk register information includes: •	 events	with	the	potential	to	cause	loss
•	 consequences
•	 existing	mitigators	(i.e.	preventative	controls)
•	 an	assessment	of	the	mitigators
•	 an	assessment	of	residual	risk
•	 a	judgment	on	whether	residual	risk	is	within	Board-approved	 

tolerance levels
•	 action	plans	to	reduce	residual	risks	below	tolerance	levels

Material business risk  
(MBR) Register 

developed  
(14 mBrs managed at elG  

and monitored by Board  
and armc)

Material business risk  
Mitigation plans and  
initiatives developed  

(14 mitigation Plans for  
addressing  mBrs)

business unit process   
identification of risks, 

triggers and consequences
determine inherent risk

assess controls
determine residual risk
Prepare mitigation plans

business unit risk 
registers  

(11 risk registers, risks managed  
at Senior executive level   

and below)

Corporate process
business performance Group 
•		reviews business unit and  

strategic risk registers  
bi-annually 

•		Identifies strengths, 
weaknesses, opportunities  
and threats

•		Brainstorms material risks

Gap analysis  
business performance Group  
undertakes gap analysis between  

business unit risk registers  
and outcomes of brainstorming

m
oN

itoriN
G BY Board aN

d arm
c

4.7.3 risk Management process

the ceo and the executive leadership Group (elG) are accountable for identifying, assessing, monitoring and managing strategic, financial and operational 

risks and whole of company material Business risks. a diagrammatic representation of the process we undertake to assess, monitor and mitigate material 

business risks is outlined below:
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internal policy Compliance

Familiarisation with the corporate policies is incorporated into the company’s induction programme for all new employees and a summary of macarthur 
coal's policies was provided during the year to employees which included the company’s expectations of compliance by employees with each of the 
key policies. Policies and procedures are available to all staff through a portal on the intranet and a system was put in place this year to ensure they are 
reviewed regularly and that there is clear accountability for stewardship of each policy. Written confirmation of compliance with these policies is obtained 
from employees. No material issues of non-compliance were reported in the 2010 financial year 

Compliance Control Checklists

compliance control checklists undertaken by a management questionnaire process are also used as a tool every six months to gather information on any 
issues that may have arisen during the year. these are reviewed by the ceo and Senior executives and outcomes summarised in management representation 
letters to the armc and the external auditor as part of the half yearly and annual reporting. the checklists ask questions in the areas of: 

•	 accounting and financial reporting 

•	 risk	management	and	insurance	

•	 the	general	control	environment	

•	 information	systems	

•	 fraud

•	 litigation	

•	 regulatory	and	policy	compliance

•	 internal	control compliance 

•	 record	keeping	and	disclosure	

•	 tenement	management	

•	 safety	

•	 carbon	emissions	reporting	

•	 environmental	management

self assessment on Management of Mbrs 

this year, as part of the annual sign off, the ceo and members of the elG undertook a self assessment of the risk management and internal control 
system in place to manage the company’s material business risks. this facilitated a report to the armc and Board on the effectiveness of the company’s 
management of its material business risks 

business Continuity testing

a desktop exercise, testing the company’s crisis management Plan (cmP) was undertaken during the year, resulting in suggested enhancements of the 
cmP.  incorporating these enhancements into a review of the cmP will be a key focus in 2011

the Business Performance Group (BPG), made 
up of Senior executives and Senior leaders, 
develops a corporate-wide risk register that 
details high and extreme risks impacting the 
whole of the company. a gap analysis is then 
undertaken between the risks identified by the 
BPG and the risks captured on the business unit 
risk registers. high and extreme risks from the 
business unit risk registers and the corporate risk 
register are then collated, based on materiality, 
into a mBr register. this process provides 
assurance that mBrs facing the business from a 
corporate-wide perspective have been identified.

this process facilitates the development and 
implementation of risk mitigation plans for each

mBr and ensures that accountability for mitigating 
actions is clear. the mitigation plans generate 
opportunities for performance improvement and key 
mitigation items are monitored regularly by the elG. 

the company has identified 14 mBrs facing the 
business and reported these to both the armc 
and the Board together with mitigation plans. 
the following list identifies the areas in which 
the company’s mBrs fall and is provided here 
as context to aid appreciation of the challenges 
and opportunities faced by macarthur coal and 
the industry generally (the list is by no means 
exhaustive):

•	 production	disruption

•	 infrastructure	access	and	supply	chain	failure

•	 increasing	regulation/change

•	 carbon	management

•	 rising	costs

•	 maintaining	licence	to	operate

•	 business	interruption

•	 development	of	new	projects

•	 loss	of,	or	difficulty	attracting	skilled	staff

•	 damage	to	reputation

the company’s mitigation plans for each of  

the mBrs are monitored by management, the 

armc and the Board. any changes to the mBr 

profile are reported to the Board through the 

ceo’s report. 

4.7.4 CeO and eGM Finance sign Off

Part of the company’s risk management Framework includes a structured system for assessing, monitoring and managing financial reporting and compliance 

risks. in order for the ceo and eGm Finance to make the necessary declaration to the Board, a number of tools are used to report any issues that may arise 

in respect of the internal control environment:
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4.8 Remunerate Fairly and Responsibly

4.8.1 Snapshot 

prinCiple 8:  our remuneration structure is designed to attract and retain high calibre people and comprises a performance-based 

component linked to stretch targets

How we comply with Principle 8
section 

reference 2010 Overview

8.1 the Board has in place a Nrc with a Board-approved charter

the committee consists of a majority of independent directors, is 
chaired by the chairman of the Board and has three members

details of the membership of the committee and attendance at 
meetings have been provided in section 3

4.2.5 Key activities of the Nrc during the year included:

•	commissioning, reviewing and actioning 
recommendations from externally facilitated  
reviews of remuneration for the Board, ceo and  
Senior executives undertaken by mercer

•	commissioning	a	review	of	Macarthur	Coal’s	 
overall reward strategy to ensure the company is  
able to attract and retain high performing people.   
the review of the reward design Strategy is 
expected to be completed by 30 June 2011 and the 
NrG will consider which aspects should be adopted 
for the 2012 financial year (see section 5.6 of the 
remuneration report)

8.2 the company’s remuneration Policy clearly distinguishes the structure 
of Non-executive directors’ remuneration from that of the executive 
director and Senior executives. there is no scheme for retirement 
benefits, other than superannuation, for Non-executive directors 

the remuneration report (which forms part of the directors’ report) 
in Section 5, explains how macarthur coal’s remuneration structure 
complies with the elements of Principle 8 of the aSX Principles 

5.2

5.3.1

8.3 there has been no departure from Principle 8.  the company’s Share 
trading Policy prohibits directors and employees from hedging the 
economic risk of a holding in unvested shares in the company  
www.macarthurcoal.com.au contains links to our Share trading  
and Nrc charter 

4.8

4.7.5  internal audit

ernst & Young are the company’s internal 

auditors and have assisted the Board in 

ensuring compliance with internal control and 

risk management programs. the internal audit 

function delivers value-added quality services for 

continuous improvement of the accountability 

and management of the company. 

the audit program includes a review of the 

effectiveness of the compliance and control 

systems. audit activity is structured around the 

risk registers with a focus on the risks identified 

as having the greatest potential to adversely 

affect macarthur coal.

areas of focus by internal audit in 2010 were 

reviews of the company’s:

•	 tenement	management	and	security	of	the	
exploration database

•	 environmental	management	system	review

•	 inventory	management

•	 sales	and	marketing	credit	risk	management,	
contracting and settlements

•	 joint	venture	reporting	and	compliance	with	

Jv arrangements.
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5 reMuneratiOn repOrt
the remuneration report explains the macarthur coal Group's remuneration Policy, how it aligns Key management Personnel performance with the 
company’s strategic direction and performance as well as setting out remuneration specifics for those Key management Personnel.

the information provided in this remuneration report has been audited as required by section 308(3c) of the corporations act 2001, except for Section 5.3.4 
of this remuneration report which is unaudited.

the structure of the remuneration report is as follows:

what it Covers section

Key Management personnel Who they are 5.1

non-executive director remuneration Principles and components of Non-executive director remuneration 5.2

Non-executive director remuneration review undertaken during the year by mercer 5.2.2

Non-executive director shareholding and interests 5.2.3

senior executive remuneration Principles and components of executive remuneration including:
•	Total	Fixed	Remuneration	(TFR)
•	Short	Term	Incentive	Plan	(STIP)
•	Long	Term	Incentive	Plan	(LTIP)
•	Discretionary	Bonuses
•	Retention	Bonuses
•	Employment	Contracts

5.3

Summary of remuneration, shareholding and interests for Nicole hollows as ceo 
and managing director and other Senior executives

5.3.11 

directors' and executive officers' remuneration table 5.4

employee share plans Summary of our employee share plans 5.5

Consequences of performance on 
shareholder wealth

link between company performance and shareholder wealth 5.7

5.1 key Management Personnel (kMP)

the Key management Personnel (KmP) of the Group are those people responsible for planning, directing and controlling the activities of the Group 
throughout the year. the KmP referred to in the remuneration report include:
•	 Non-Executive	Directors	–	there	were	6	Non-Executive	Directors	during	the	year
•	 Senior	Executives	–	as	at	30	June	2010,	there	were	5	Senior	Executives	including	the	Chief	Executive	Officer	(CEO)	and	Managing	Director	(MD),	Nicole	Hollows

•	 Former	Executives	–	there	are	2	Former	Executives	referred	to	in	the	Remuneration report as they were Senior executives for part of the year.

the other executive included in the remuneration report is one of the top 5 earners of the Group.

Key ManaGeMent persOnnel

Defined 
term 

name position date appointed

n
on

-e
xe

cu
tiv

e 
di

re
ct

or
s as at 30 June 2010

Keith de lacy chairman, independent, Non-executive director 5 July 2001

roger marshall deputy chairman, Non-executive director 5 July 2001 

Peter Forbes independent, Non-executive director 14 November 2003 

chen zeng Non-executive director 23 July 2007 

martin Kriewaldt independent, Non-executive director 13 october 2008 

terry o’reilly independent, Non-executive director 13 october 2008 

ex
ec

ut
iv

es

se
ni

or
 e

xe
cu

tiv
es

as at 30 June 2010

Nicole hollows chief executive officer 
managing director 

ceo: 7 January 2007  
md: 28 June 2007

Peter Kane chief operating officer 18 February 2008 

Gary lee vice President, marketing 19 January 2004 

lisa dalton eGm corporate Services & company Secretary 24 may 2007 

michael Gray eGm Projects & infrastructure 20 July 2009

Ot
he

r 
ex

ec
ut

ive
s1

Brian Spencer General manager – coppabella 14 July 2008

Fo
rm

er
  

ex
ec

ut
iv

es

Stuart hatton chief Financial officer appointed: 18 august 2008 
resigned: effective 30 october 2009

Shane Stephan chief development officer appointed: 12 February 2001 
resigned: effective 21 august 2009

1 denotes one of the 5 highest paid executives of the Group, as required to be disclosed under the corporations act 2001.
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aggregate remuneration amount

the aggregate remuneration permitted to be paid to Non-executive directors that has been approved by shareholders at the annual General meeting in 
November 2008 is $1.6 million per annum

Components of non-executive director remuneration

remuneration for Non-executive directors consists of:
•	 Board Fees as remuneration for Board membership with chairman responsibilities earning an additional amount
•	 committee Fees as remuneration for committee membership with committee chairman responsibilities earning an additional amount
•	 macarthur coal Shares (10,000 for each Non-executive director per annum) accrued on a daily basis, purchased on market after the announcement 

of the half year and full year financial results of the company

base Fees

Non-executive directors’ fees are determined by the Nrc and set by the Board and fall within the aggregate amount approved by the shareholders. 
current fees for directors, which have remained unchanged since 2007 are: 
•					Chairman	$70,000	per	annum	
•					Non-Executive	Director	$45,000	per	annum	

Committee Fees

board Committee chairman $ per annum member $ per annum

audit and risk management committee
Nomination and remuneration committee
Special Projects
due diligence committee

15,000
10,000
10,000
10,000

10,000
10,000
10,000

    n/a

Macarthur Coal shares

Non-executive directors are also entitled to receive 10,000 shares per annum to strengthen alignment with shareholder interests pursuant to the 
directors’ Share Plan. a director’s entitlement to shares accrues on a daily basis and will generally be allocated to a director after the announcement of 
the half year results and the full year results. the shares are purchased on market in appropriate trading windows. Shares purchased are not subject to 
disposal restrictions. if a director ceases to be a director of the company and has an outstanding entitlement to be allocated shares, either the shares 
will be acquired in the director’s name or the director will receive a cash equivalent for the value of the shares, at the Board’s discretion. directors 
receive the 10,000 shares irrespective of company performance

superannuation

Statutory superannuation contributions are made on behalf of Non-executive directors in accordance with the law. Fees set out above include any 
superannuation payable 

other fees/benefits

the company’s constitution permits: 
•	 additional fees to be paid to Non-executive directors for additional services. No such fees were paid during the year
•	 Non-executive directors to be reimbursed for all business related expenses including travel in the discharge of their duties. Permitted reimbursements 

were made during the year. 
in addition: 
•	 non-cash benefits including superannuation contributions above the statutory amount are able to be salary sacrificed.  there are no retirement 

benefits in place and the company does not make sign-on payments to new directors
•	 the company contributed to professional development activities for some Non-executive directors during the year
•	 there were no performance-based remuneration amounts paid or options granted to Non-executive directors during the year 

the Group has had a number of people acting  
in the position of chief Financial officer (cFo) 
pending an appropriate replacement of the 
former cFo, mr Stuart hatton who resigned 
effective 30 october 2009.  

refer to page 65 for an overview of macarthur 
coal’s newly appointed cFo, Graham Yerbury, 

who will commence in September 2010.

5.2 principles of non-executive director 
remuneration
details of the Non-executive directors of the 

company for the year ended 30 June 2010 are 

provided in section 1 of the directors’ report.

remuneration levels for Non-executive directors 
are set to reflect the demands on the directors 

and the responsibility they carry and to align  
with time commitments expected of them in 
carrying out their role.

5.2.1 Components of non-executive director 
remuneration
the various components of remuneration for  
Non-executive directors are:
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Macarthur Coal limited

ordinary shares options over ordinary shares

non-executive directors

Keith de lacy 221,740 Nil

roger marshall 171,740 Nil

Peter Forbes 69,740 Nil

chen zeng 27,500 Nil

martin Kriewaldt 15,680 Nil

terry o’reilly 247,984 Nil

Non-executive directors received macarthur  

coal shares during the year in accordance  

with the director Share Plan.  on 28 august  

2009, directors received shares for the 2009 

financial year.  on 16 march 2010, directors 

received the first tranche of shares for the  

2010 financial year.   the second tranche of 

shares for the 2010 financial year will be 

purchased on market for directors in the  

trading window following the release of the  

2010 full year results.

5.3 principles of executive remuneration 

(including Managing Director Remuneration)

macarthur coal’s Board approved remuneration 
Policy is designed to facilitate the alignment of 
individual performance with the company’s goals 
and the creation of shareholder value. the key 
elements of the remuneration Policy include:

•	 remuneration	practices	that	are	fairly	and	
responsibly structured to attract and retain 
talented team members and to motivate them to 
achieve both near term and longer term success

•	 reward	arrangements	that	comprise	
appropriate performance linked incentives 
based on financial and non-financial 
performance measures that are relevant to 
the business and connected to the individual’s 
actual accountabilities

•	 remuneration	outcomes	that	are	competitively	
positioned against the appropriate market, 
taking into consideration the individual’s role, 
corporate, group and individual performance 

and relevant market conditions.

5.3.1 Components of executive remuneration

executive remuneration for the 2010 financial year had two key components:

Remuneration	Component Elements Details

Fixed annual remuneration 
(Base salary plus statutory 
superannuation)

annual base salary is generally reviewed at the end 
of each financial year and applicable from 1 July  
each year 

annual base salary can be structured as a cash benefit and/or 
non-cash benefit including salary sacrifice packaging and the 
fringe benefits tax applicable to the packaging 

Statutory superannuation contributions Statutory % of base salary 

Performance linked remuneration Short term incentive (Sti) assessment based on annual performance at a corporate 
and individual level 

long term incentive (lti) assessment based on creation of shareholder value over a 
three year performance period

the performance period for the first tranche of performance 
rights awarded to executives ended on 30 June 2010 and 
shares under the lti Plan for the 2008 performance rights 
will be purchased on market in the trading window after 
the release of the 2010 results. refer to section 5.3.8  
for further information on the performance hurdles and  
the awards to be made under the lti Plan

5.2.2 non-executive director remuneration 
review
mercer was appointed by the Board during the 
year to benchmark the remuneration and cost of 
governance of the macarthur coal Board against 
a peer group of companies representative of 
macarthur coal’s potential market for Non-
executive directors. 
two key outcomes from the review were that:

•	 Remuneration	for	Non-Executive	Directors	
chairing committees of the Board should be 
reviewed in light of broader australian market 
practice and a peer group of similar sized 
australian listed resource companies', and

•	 Remuneration	for	the	Chairman	of	the	 
Board was substantially below the median 
of the peer group and the ratio of the 
remuneration paid to the chairman of the 
Board to the Non-executive directors' 
remuneration was the lowest ratio of the 
peer group.

consequently the Board intends seeking 
shareholder approval for increases in 
remuneration for the Board chairman and 
chairmen of the audit and risk management 
committee, the Nomination and remuneration 
committee and the Special Projects committee  
at the october 2010 annual General meeting to 

align the fees with those of the australian listed 
resource companies comprising the peer group. 

the proposed increase remains within the total 
fee cap of $1.6 million per annum approved by 
Shareholders in 2008. 

5.2.3 Non-Executive Directors’ Shareholding 
and interests
the relevant interest of each Non-executive 
director in the shares or options over shares 
issued by the company and other related bodies 
corporate, as notified by the directors to the aSX 
in accordance with S205G(1) of the corporations 
act 2001, at the date of this report is as follows:
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the fixed and performance linked components of remuneration varies for each executive. the proportions of remuneration for each of the executives that are 
linked to performance and those that are fixed are summarised in the table below.

the information provided allows comparisons 
between the 2010 financial year and what has 
been put in place for the 2011 financial year. 
When Sti targets (that are performance linked 
over a 1 year period) and lti (performance 
targets over a 3 year period) are met, then the 
amount of performance linked remuneration 
increases reflecting the Board’s objective to 
reward arrangements that comprise appropriate 
performance linked incentives based on financial 
and non-financial performance measures that are 
relevant to the business and connected to the 
individual’s actual accountabilities.

5.3.2 Total Fixed Remuneration (TFR)

the total Fixed remuneration (tFr) for each 
executive and employee is reviewed annually 
having regard to the individual’s performance 
and effectiveness, the Group's circumstances 
and the indicative market levels of fixed and 
total reward for comparable roles from salary 
survey information provided by remuneration 
consultants. Salary increases for executives are 
approved by the Nomination and remuneration 
committee. any salary increase for the ceo 
requires approval of the Non-executive directors.

at the commencement of the 2010 financial year, 
as a result of the economic conditions, the Board 
determined that salaries for Senior executives 
would remain unchanged unless there was a role 
change, an anomalous situation or a contractual 
obligation. 

in march 2010:

•	 Nicole	Hollows	received	a	remuneration	
review after the Board commissioned an 
external benchmark and review by mercer 
of the ceo’s remuneration.  refer to section 
5.3.11 of the report for further details

•	 Lisa	Dalton	received	a	remuneration	review	
as a result of taking on an expanded role 
within the organisation and following receipt 
of the mercer remuneration benchmark report. 

most employees received a remuneration review 

in december 2009 driven by a tightening of the 

job market because of the economic recovery. 

at the end of the 2010 financial year, all staff, 
including executives underwent a review 
of their remuneration for the 2011 financial 
year in accordance with the principles in the 
remuneration Policy.

5.3.3 Short Term Incentive Plan (STIP)

the goal of the Short term incentive Plan (StiP) 

is to focus attention on short term strategic and 
financial objectives. the quantum of the award 
varies based on the year’s accomplishments, 
corporate, group and individual performance and 
a person’s position and level of responsibility.

the StiP provides employees with an opportunity 
to earn an amount that is additional to their tFr.  
the additional amount is performance linked and 
underpinned by the employees’ role and 
responsibility. 

For the 2010 financial year, the Group enhanced 
its StiP to better align the incentive to overall 
Group performance so that if the Group 
performed well, all employees could receive 
part of the reward. a key component of the StiP 
was the establishment of corporate Short term 
incentive (Sti) targets aligning the StiP payments 
to the achievement of corporate, group and 
individual performance measures, a move away 
from the previous policy where Sti targets were 
centred primarily around individual performance. 

corporate, group and individual performance 
targets were set for each executive and linked to 
corporate strategy and each executive’s area of 
responsibility. the targets and potential reward 
outcomes are designed to encourage executives 
to strive for exceptional performance while 
demonstrating leadership in the Group's values 
and culture. 

the Board retains an overall discretion on 
whether to pay all, a portion of, or no Sti. 

Macarthur Coal limited

Fixed remuneration Peformance linked remuneration

Base Salary + Super Short term incentive long term incentive

2010 
%

2011  
%

2010  
%

2011  
%

2010  
%

2011  
%

senior executives

Nicole hollows 47.6% 47.6% 28.6% 28.6% 23.8% 23.8%

Peter Kane 55.6% 55.6% 22.2% 22.2% 22.2% 22.2%

Gary lee 62.4% 62.4% 18.8% 18.8% 18.8% 18.8%

lisa dalton 62.4% 62.4% 18.8% 18.8% 18.8% 18.8%

michael Gray 71.4% 66.7% 14.3% 33.3% 14.3% 0%

Other executives1

Brian Spencer 80.0% 80.0% 12.0% 12.0% 8.0% 8.0%

1 Falls within definition of s.300a(1)(c) corporations act 2001 as top 5 earner of the Group
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a summary of the StiP in operation for the 2010 financial year was as follows:

Corporate	Short	Term	Incentive	Targets

corporate Sti targets were developed and applied across the business. the corporate Stis for all employees were linked to the critical areas of safety, 
profit and cost

executives and Senior leaders in the business had additional corporate Stis applicable to people and culture

Group/	Individual	Short	Term	Incentive	Targets

Specific business unit/ individual Sti targets were also put in place to ensure the Group continued to drive superior individual performance relative to a 
person’s position and level of responsibility. each individual had between two to four Sti targets in addition to the corporate Sti targets 

minesite – Short Term Incentive Targets

to ensure the workforce and site staff were working towards the achievement of the budgeted production targets safely, a group Sti target structure 
for the individual portion of the Stis for the minesite was implemented.  the group Sti structure included safety, environmental, profit and production 
targets.  this approach aligned achievement of minesite targets and was supported by the inter-dependence of departments on the site i.e. Production/ 
maintenance/ technical Services

5.3.4 process for establishing and assessing sti targets - unaudited

 ahead of base and stretch target     ahead of base but behind stretch target      target not achieved 

Corporate sti targets

  all staff established by the Nomination and remuneration committee (Nrc) and approved by the Board at the commencement of 
the 2010 financial year.  an assessment of the corporate Sti targets was undertaken at the conclusion of the 2010 financial 
year and the assessment approved by the Board.  the summary of that assessment is:

Corporate sti targets for 2010
results

senior executives senior leaders Mine site senior 
leaders

Safety triFr

NPat Budget ($million)

mcc FoB costs $/prod tonne n/a

Staff turnover % voluntary turnover

culture audit % satisfaction

learning  & development Plans % in place

% completed

coppabella For costs $/prod tonne n/a n/a

moorvale For costs $/prod tonne n/a n/a

individual sti targets

senior executives the ceo in conjunction with the Senior executives proposed the individual Sti targets and the relative weightings of those 
targets at the commencement of the 2010 financial year.  the targets were then submitted to the Nrc for approval.  at 
the end of the 2010 financial year, the amount of any incentive payment was determined based on measured achievement 
against those targets. Senior executives' performance was assessed by the ceo and the Nrc

Other executives  
(and all other staff)

immediate supervisors and the employees proposed the individual performance targets and relative weightings of those 
targets at the commencement of the 2010 financial year. these indicators, assessment outcomes and the quantum of any 
incentive to be paid was moderated by the elG and then approved by the supervisor once removed

CeO and  
Managing director

the chairman of the Board, Nrc and the ceo proposed the individual performance targets and relative weightings of those 
targets at the commencement of the 2010 financial year. these were then submitted to the Board for approval. at the end 
of the 2010 financial year, the Board undertook an externally facilitated review of the ceo’s performance and assessment  
of Sti targets, the outcome of which was subsequently discussed, moderated and approved by the Board
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5.3.5 Comparison of Maximum sti entitlement

Short term incentive entitlements as a maximum percentage of total fixed remuneration for 2010 and 2011 are:

  STI as maximum % of TFR 1                                                                       

position Fy2010 Fy2011
ceo and managing director 60% 60%

Senior executives 20-40% 20-50%2

other executives and Senior leaders 10-20% 10-20%

employees 10% 10%

1 Specific information relating to amounts of Sti paid to 
executives is set out in section 5.4

2 michael Gray is entitled to an Sti of up to 50% for the  
2011 financial year (of which up to 20% will be deferred  
for 12 months). this increase in Sti is in consideration of  
mr Gray accepting a secondment to middlemount coal Pty ltd

5.3.6 discretionary and retention bonuses 
in 2010

• Discretionary Bonuses awarded by the 
board in 2010

during 2010 the company negotiated and  
entered into agreements with Noble Group 
limited, Gloucester coal limited and the citic 
Group to acquire:

•	 100%	of	Gloucester	Coal	Ltd	(“Gloucester”)	
through an off-market takeover offer 

•	 Noble	Group	Limited’s	(“Noble”)		interest	
in the middlemount Jv, taking macarthur’s 
ownership to 100% including all marketing 
rights for middlemount product

•	 citic resources holdings limited’s  
(“citic resources”) direct interests in the 
coppabella and moorvale Joint venture  
and intention to terminate marketing rights 
to china and india

a small project team was established within 
macarthur coal to oversee these transactions, 
including the negotiation and finalisation of 
agreements for these transactions. in recognition 
of the efforts of this project team, including 
additional hours worked, the Board awarded  
a discretionary bonus of up to 10% of total  
Fixed remuneration to members of the project 
team including the ceo and company Secretary.  
the transactions subsequently were not 
consummated and were impacted by change  
of control proposals received by the company 
prior to completion.

• Retention Plan established by the Board  
in 2010

Between march 2010 and may 2010, the 
company was the subject of intense corporate 
activity which included four change of control 
proposals from Peabody energy corporation 
and two change of control proposals from New 
hope coal limited. this intense corporate 
activity followed a period of five to six months of 
negotiating an off-market takeover of Gloucester 
and the acquisition of Noble Group limited’s 
interest in middlemount coal Pty ltd.

the Board approved a retention Plan to mitigate 
the real risk of a talent exodus from the business 
caused by the period of corporate activity. the 
retention Plan provides a financial incentive for 
staff to stay and work towards continuation of 
business at macarthur coal. the retention Plan 
has two key applications:

position retention plan Components

Group executives and Senior leaders1 cash incentive linked to tFr for remaining in the employment of the Group for a 12 month period

all other staff cash incentive equivalent to 100% of Sti payment and in lieu of an Sti payment

1 Group executives' participation in the StiP remains subject to meeting corporate, group and individual Sti targets assessed at the end of the 2010 financial year. Participation in the  
  retention Plan is in addition to participation in the StiP

the percentage of tFr was set at a level to provide a strong incentive for staff to stay.  in determining the percentage, consideration was given to the findings 
by mercer when it surveyed 22 multinational companies routinely involved in m & a transactions.  consideration was also given to the cost to the business if it 
had to recruit senior staff as a result of high turnover in that area.

5.3.7 analysis of short term incentive bonuses and discretionary bonuses awarded by board included in remuneration
details of the vesting profile of the Sti cash bonuses awarded as remuneration and the discretionary Bonuses awarded by the Board to each of the relevant 

Group executives are detailed below. 

short term incentive and discretionary bonuses 2010

executives included in remuneration1,5 sti vested in year sti Forfeited in year2

$ % %

Nicole hollows 774,4503 77 23

Peter Kane 213,075 72 28

Gary lee 164,385 78 22

lisa dalton 170,0804 80 20

michael Gray 104,111 68 32

Brian Spencer 98,258 74 26

1  amounts included in remuneration for the financial year represent that amount that vested in the financial year based on achievement of Sti targets. No amounts vest in future years in respect of the 
bonus scheme for the 2010 financial year      

2 the amounts forfeited are due to some Sti targets not being met in relation to the current financial year     
3 includes discretionary bonus awarded by the Board of $60,000 (10% of tFr) in January 2010  
4 includes discretionary bonus awarded by the Board of $29,500 (10% of tFr) in January 2010
5 amounts include pro-rata allocation of retention Plan amounts to 30 June 2010 as discussed in Section 5.3.6 on page 90
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5.3.8 Summary of Long Term Incentive Plan (LTIP)

ltip Objective

the ltiP was established in the 2009 financial year. the ltiP is an equity-based incentive designed to provide executives and other nominated Senior 
leaders (participants) with the incentive to deliver long term growth in shareholder value. the ltiP grant to each participant is determined based on the 
strategic importance of the participant in creating shareholder value 

participants

the ceo, Senior executives and other Senior leaders nominated by the Board, are eligible to participate in the ltiP. there were 9 employees remaining as 
active participants in the plan at 30 June 2010

performance rights

Since the establishment of the plan, eligible participants receive performance rights on an annual basis, subject to the approval of the Nrc. however 
there were no rights issued under the plan during the 30 June 2010 financial year pending a restructure of the plan. the percentages of tFr entitlement 
for participants under the ltiP is set out in the following table:

LTIP grant (maximum % of TFR)

position Fy 2010

ceo 50%

Senior executives 20%-40%

Senior leaders 10%-20%

the number of performance rights granted to participants is equivalent to the relevant percentage of tFr determined by the Nrc divided by the volume 
Weighted average Share Price of macarthur coal shares in a period determined by the Nrc (generally the first five trading days of July in the year that 
the performance rights are granted)

Performance rights are granted at no cost to the participants. each performance right granted entitles a participant to one ordinary share in the company, 
subject to satisfaction of performance conditions set by the Board and Nrc in respect of the grant, over a performance period of three financial years

performance Conditions

the extent to which performance rights will vest, and shares are allocated to participants, is subject to performance conditions based on the following 
three measures of company performance (over the relevant three year performance period):

proportion of performance rights to 
which performance measure applies

performance Measure

30% Growth in the company’s earnings Per Share (ePS) 

50% total Shareholder return (tSr) relative to companies in the aSX S&P 300 accumulation index 

20% return on invested capital (roic) 

why these targets were selected

the Board selected the performance measures on the basis that they provide:
•	 alignment	between	comparative	shareholder	return	and	reward	for	participants	and	a	relative,	external,	market	based	performance	measure	against	

similar comparator companies (tSr)
•	 a	relevant	indicator	of	measuring	increases	in	shareholder	value	(EPS)
•	 suitable	line	of	sight	to	encourage	performance	by	the	participants

eps

thirty percent of performance rights granted to a participant will vest based on growth in the company’s ePS over the three year performance period.
For any performance rights subject to the ePS hurdle to vest, the company’s ePS growth must be at least equal to the base target set by the Nrc. For all 
the performance rights subject to the ePS hurdle to vest, the company’s ePS growth must be at least equal to the stretch target set by the Nrc. For the 
performance rights granted in respect of the current plan, the base and stretch targets for ePS growth and the related vesting schedule, are as follows:

average annual growth in eps over three year performance period percentage of performance rights 
subject to eps hurdle that vest

ePS growth below base target of 10% per annum Nil

ePS growth at least equal to base target of 10% per annum but below stretch target of 15% per annum 50%

ePS growth at least equal to stretch target of 15% per annum 100%
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tsr

Fifty percent of performance rights granted to a participant will vest based on the company’s tSr, that is, share price growth and reinvested dividends relative to 
the tSrs of companies in the aSX S&P 300 accumulation index (as at the start of the performance period) over the three year performance period. 
For the performance rights granted in respect of the current plan, the tSr performance condition applies as follows:

Macarthur Coal tsr performance over three year performance  
period relative to constituents of asx s&p 300 accumulation index

percentage of performance rights subject to tsr hurdle that vest

less than the 50th percentile Nil

at the 50th percentile 50%

Greater than the 50th percentile up to the 75th percentile 50% plus 2% for every one percentile increase  
in macarthur coal’s relative position

at or greater than the 75th percentile 100%

Return on Invested Capital (RoIC)

twenty percent of the performance rights granted to a participant will vest based on the company’s return on invested capital (roic) performance over the three 
year performance period. 
For any performance rights subject to the roic hurdle to vest, the company’s average roic must be at least equal to the base target set by the Nrc. For all the 
performance rights subject to the roic hurdle to vest, the company’s average roic must be at least equal to the stretch target set by the Nrc. 
the performance rights granted in respect of the current plan, the base and stretch targets for roic, and the related vesting schedule, are as follows:

average annual rOiC achieved over three year performance period percentage of performance rights subject to rOiC hurdle that vest

roic below base target of 12% Nil

roic at least equal to base target of 12% but below stretch target of 15% 50%

roic at least equal to stretch target of 15% 100%

assessment of performance

assessment of performance is made by the Board following finalisation of financial statements for the last financial year of the relevant three year 
performance period. For the performance rights granted in respect of the 2008 financial year, the Board assessed performance against the tSr, ePS 
growth and roic performance hurdles following finalisation of the financial statements for the year ending 30 June 2010.  refer to section 5.3.9 for the 
outcome of the performance assessment of the performance rights awarded relating to the 2008 financial year 

shares acquired under ltip

Shares to be allocated to participants under the ltiP (to the extent that performance rights vest) are acquired on market, avoiding dilution of shareholder equity. 
the shares are placed in trust for participants until such time as the participants request to have the shares transferred from the trust. No consideration is 
payable by the participants to be allocated the shares on vesting of rights or on transfer of shares from the trust. Shares carry full dividend and voting rights upon 
allocation to participants

Change of Control

the Board has discretion to determine that some or all of the performance rights granted to participants that have not vested will vest in the event of a change of 
control of the company

Cessation of employment

if a nominated participant’s employment ceases, before performance rights have vested, the participant will normally forfeit the performance rights, 
unless the participant dies or ceases employment in special circumstances (for example, as a result of redundancy or because the participant has become 
totally and permanently disabled).  in addition to these guidelines, the Board has discretion to determine if other circumstances exist that result in the 
performance rights not being forfeited. in such cases, the extent to which any unvested performance rights will vest will be determined at the discretion 
of the Board

summary of performance rights Granted

the terms and conditions of each performance right affecting remuneration in the current or a future reporting period are as follows:

Grant date tranche vesting date Fair value of Grant performance achieved

14 october 2008 FY08 30 June 2010 $5.31 85%1

14 october 2008 FY09 30 June 2011 $3.55 to be determined

29 June 2009 FY10 30 June 2012 $5.44 to be determined

1 relates to the average percentage of performance rights vested across the three performance hurdles. refer to section 5.3.9 for detailed assessment of the outcome of each ltiP performance hurdle.
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5.3.9 outcome of Assessment of LTIP Performance Hurdles for the 2008 Performance Rights

Performance rights granted under the ltiP relating to the 2008 financial year had a vesting date of 30 June 2010.  Following is an assessment of the 

performance hurdles of ePS, roic and tSr for the performance period 1 July 2007 to 30 June 2010.

earnings per share

the percentage of the 2008 Performance rights linked to the ePS hurdle subject to vest is determined by the growth in ePS from the financial year 
immediately prior to the start of the Performance Period (the “Base Year”) to the final financial year of the Performance Period, measured against specified 
ePS targets.  

as the ePS for the 2007 financial year (the “base” year) was 35.5 cents per share, the minimum ePS required for the 2010 financial year to each respective 
base and stretch target is as follows:

target annual eps Growth percentage of performance 
rights subject to vest

Minimum eps at vesting  
date to meet target

Base target equal to or greater than 10% but 
below stretch target of 15%

50% 47.3 cents

Stretch target equal to or greater than 15% 100% 54.0 cents

the average annual growth rate along with the percentage of rights vested, based on 2010 financial year results, is shown in the table below.  

vesting date base year eps 
(Fy07)

2010 npat 2010 weighted 
average no. of 
shares on issue

eps at 30 june 
20101

average annual 
Growth

% of Rights 
subject to vest

30 June 2010 35.5 cents $125,064,000 253,680,737 49.3 cents 11.6% 50%

1 ePS is calculated on weighted average number of shares on issue during the year

Return on Invested Capital (RoIC)

the base target is an average annual roic of 12% and the stretch target is an average annual roic of 15%.

For this purpose, roic is calculated using the following formula:

roic =                  earnings before interest and tax
              interest bearing debt + Shareholders equity

For the 2008 Performance rights, the roic over the 3 year vesting period along with the calculated annual average over the period is shown in the table 
below.  the estimated outcome of 17.3% is above the stretch target of 15% and therefore 100% of the rights attached to the roic hurdle vested for the 
2008 Performance rights. 

vesting period ebit 
$'000

debt + equity 
$'000

actual rOiC at 30 june % of Rights subject to vest

2008 114,006 738,991 15.4%

2009 247,836 1,116,898 22.2%

2010 170,841 1,228,017 13.9%

annualised average 177,561 1,027,969 17.3% 100%

Total Shareholder Return (TSR)

For the 2008 Performance rights, tSr was calculated by an independent third party comparing macarthur coal’s tSr performance against a comparator 
group listed in the S&P aSX 300 index as at the start of the Performance Period (1 July 2007). the comparator group comprised 295 companies.

the companies in the comparator group were ranked by their tSr performance:

•	 50% of the relative tSr portion of the 2008 Performance rights were to vest if macarthur coal ranked at the median of the peer group

•	 100% were to vest if macarthur coal ranked at the upper quartile or above of the peer group

•	 in the event that the tSr was between the median and the upper quartile of the comparator companies, the level of vesting was to be 50% plus 2% 
for every one percentile increase in macarthur coal’s relative position

in the period 1 July 2007 to 30 June 2010, macarthur coal achieved a tSr of 93.7% and ranked at the 98.4th percentile.

Based on the percentile ranking, 100% of the tSr portion of the 2008 Performance rights vested on 30 June 2010.
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5.3.10 Vesting Profiles of Performance Rights

a summary of vesting profiles of the performance rights granted as remuneration to each of the Key management Personnel of the Group are detailed below:

rights Granted vested Forfeited1 value of rights 
Forfeited2

no. tranche no. % no. % $

Key Management personnel

nicole hollows 27,548

19,218

47,543

FY08

FY09

FY10

23,416

-

-

85

-

-

4,132

-

-

15

-

-

50,080

-

-

peter Kane 9,297

11,531

28,526

FY08

FY09

FY10

7,902

-

-

85

-

-

1,395

-

-

15

-

-

16,907

-

-

Gary lee 10,468

7,495

18,542

FY08

FY09

FY10

8,898

-

-

85

-

-

1,570

-

-

15

-

-

19,028

-

-

lisa dalton 3,361

3,997

13,074

FY08

FY09

FY10

2,857

-

-

85

-

-

504

-

-

15

-

-

6,108

-

-

Michael Gray 7,438

3,844

9,509

FY08

FY09

FY10

6,322

-

-

85

-

-

1,116

-

-

15

-

-

13,526

-

-

Other executives

brian spencer3 5,135 FY10 - - - - -

Former executives

stuart hatton4 6,558 FY09 - - 6,558 100 56,333

18,542 FY10 - - 18,542 100 159,276

shane stephan5 10,468 FY08 - - 10,468 100 93,165

7,495 FY09 - - 7,495 100 66,706

1  the number and % forfeited in the year represents the reduction from the maximum number of rights available to vest due to performance criteria not being achieved or where an executive has 
resigned and therefore forfeited the rights

2  value of rights forfeited are based on the number of rights forfeited at the closing share price on 30 June 2010
3  one of the top 5 earners in the Group (section 300a(1)(c) of the corporations act 2001)
4  Stuart hatton resigned effective 30 october 2009. the value of rights forfeited are based on the closing share price on 30 october 2009
5  Shane Stephan resigned effective 21 august 2009. the value of rights forfeited are based on the closing share price on 21 august 2009

changes to the tax legislation that apply to 
performance rights granted under the company’s 
ltiP have impacted the key objectives of the ltiP 
and hence the viability of the plan as it is currently 
structured. No grants will be made for the 2011 
financial year until such time as a restructure of 
the plan has been undertaken. refer to page 98 
for details on the reward design Strategy review, 
a major initiative for the 2011 financial year.

5.3.11 summary of remuneration arrangements 
for nicole hollows, CeO and Managing director 
and Other senior executives

Section 5.4 contains a remuneration table 
prepared and audited in accordance with the 
requirements of the corporations act 2001 and 
the accounting Standards. this section explains 
how the amount of compensation in the 2010 
financial year for executives was determined 
and how the terms of their contracts affect 
compensation in future reporting periods. 

•  Managing director and CeO, nicole hollows

the Board commissioned mercer to undertake a 
review of the ceo's compensation arrangements 
during the year.  mercer compared macarthur  
coal's ceo remuneration against the market and 
concluded that while the ceo's pay mix was 
generally in line with the market, the ceo's 
remuneration arrangements were positioned below 
the 25th percentile of a peer group of similar 
sized australian listed resource companies.

in particular, the review noted that macarthur 
coal's financial performance was positioned 
between the 50th and 75th percentiles of the 
peer group, leading the peer group in growth 
metrics and when comparing shareholder  
value to the peer group, macarthur coal led  
the peer group.

as a result of the mercer review, the Board 
increased the tFr component of the ceo's 

remuneration to $1.1 million per annum from  
1 april 2010 to bring the ceo's tFr closer to the 
median of the peer group.  in accordance with 
the ceo's contract of employment, remuneration 
reviews for the ceo are undertaken annually.

•  other Senior Executives

mercer was also commissioned to undertake 
a review of remuneration arrangements for 
executives during the year.  the Board approved 
an increase in tFr for the eGm corporate 
Services and company Secretary to $330,000 
as a result of a role expansion and based on 
a review against macathur coal's peer group. 
No other executives received an increase in 
remuneration during the reporting period.  

in accordance with the executives' contracts 
of employment, remuneration reviews for the 
executives are undertaken annually. 
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• other Remuneration Arrangements

in addition to these remuneration reviews, the ceo and other Senior executives became entitled to macarthur coal shares under the long term incentive 
Plan (ltiP) for performance rights granted relating to the 2008 financial year.  the value of macarthur coal shares at 30 June 2010 to be awarded under 
the ltiP to Senior executives is set out below, together with details of remuneration earned. the ceo and company Secretary also received discretionary 

bonuses awarded by the Board. refer to section 5.3.7 for further details.

Fy 2010 remuneration for senior executives

senior executives tFr1 sti payment  
(Performance linked)2

discretionary bonus 3 value of MCC shares at 30 june 2010 awarded 
under LTIP for 2008 Performance Rights4

Nicole hollows $725,000 $508,200 $60,000 $283,802

Peter Kane $450,000 $128,700 n/a $95,772

Gary lee $390,000 $91,260 n/a $107,844

lisa dalton $303,750 $78,705 $29,500 $34,627

michael Gray $320,923 $43,768 n/a $76,623

1  tFr is the actual amount of total fixed remuneration being base salary and superannuation paid to Senior executives in the FY2010
2  the Sti is the amount of incentive earned by the Senior executive in the 2010 financial year. the Sti is due for payment in September 2010
3 includes cash bonus awarded by Board in recognition of efforts during the corporate activity
4  23,416 mcc shares to be awarded to Nicole hollows, 7,902 mcc shares to be awarded to Peter Kane, 8,898 mcc shares to be awarded to Gary lee, 6,322 mcc shares to be awarded to michael Gray 

and 2,857 shares to be awarded to lisa dalton under the long term incentive Plan. the value is determined by the number of shares to be awarded multiplied by the closing share price at 30 June 2010. 
Shares are to be purchased on market in the trading window after the release of the full year results

the relevant interest of the ceo’s shares or options over shares issued by the company and other related bodies corporate, as notified to the aSX in 

accordance with S205G(1) of the corporations act 2001, at the date of this report is as follows:

CeO's shares, performance rights and Options

CeO Ordinary shares1 performance rights2 Options over ordinary shares

Nicole hollows 14,500 90,177 Nil
1 mcc ordinary shares owned by Nicole hollows at 30 June 2010
2 2008, 2009 and 2010 Performance rights granted to Nicole hollows.  this figure includes 23,416 performance rights which will be converted to mcc shares pursuant to the long term incentive Plan 

and 66,761 performance rights which are still subject to performance conditions in the future.  the rights which vested at 30 June 2010 will be purchased on market in the trading window after the 
release of the 2010 full year results

5.3.12 CeO and executive employment Contracts

the Group has entered into employment contracts with each executive. each contract provides for participation in the StiP and ltiP, subject to the Board’s 

discretion and has an open term, subject to rights of termination given to the employee and the Group. a summary of the key provisions of the employment 

contracts for the ceo and Senior executives is set out in the following table:

name notice to be  
given by executive

notice to be  
given by Group1

Maximum termination 
payment2

Other payments3

Current senior executives

Nicole hollows 3 months 12 months 12 months (termination) 
24 months (redundancy)

No

Peter Kane 3 months 3 months 12 months (redundancy) No

Gary lee 3 months 3 months 12 months (redundancy) No

lisa dalton 3 months 3 months 12 months (redundancy) No

michael Gray 3 months 3 months 12 months (redundancy) No

Other executives

Brian Spencer4 3 months 3 months 12 months (redundancy) Yes

1 Payments may be made in lieu of notice period; executives can also be terminated without notice for gross misconduct; the executives are also entitled to receive, on termination of employment, their 
statutory entitlements of accrued annual and long-service leave, together with any superannuation benefits

2 the ceo's contract of employment specifies a 12 month termination payment and in the event that the ceo is made redundant, an entitlement to a 12 month redundancy payment in addition to the 
12 month termination payment (total 24 month redundancy payment). Given changes to the corporations act, a resolution will be put to Shareholders at the 2010 aGm to preserve these entitlements. 
executives (other than the ceo) do not have a contractual right to a termination payment above their notice period except in the case of redundancy. Should an executive (other than the ceo) become 
redundant, they are entitled to a severance payment equivalent to three weeks pay pro-rata for each year of continuous service provided that the severance payment will be a minimum of 26 weeks 
pay and a maximum of 52 weeks pay. Note that in all contracts, the Group retains the right to terminate the employment contract without notice for gross misconduct

3 other payments include housing allowances, motor vehicle allowances and relocation allowances
4 a top 5 earner of the Group
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5.4 Directors’ and Executive officers’ Remuneration year Ended 30 june 2010

details of the nature and amount of each major element of remuneration of each director of the Group and each relevant Group executive are:

directors

 short term  post 
employment 

benefits 
- super- 

annuation 

 long 
term 

employee 
benefits 

share based payment

 total 
 proportion of 
remuneration 
performance 

related  

value of 
options and 
rights as a 

proportion of 
remuneration

 salary & 
fees 

 sti cash 
bonus 

 non-
monetary 
benefits 

 total shares
Options 

and 
rights1,2

 $  $  $  $  $  $  $  $  $ 

Non-Executive

Keith de lacy

2010  82,569  -    10,100  92,669  7,431  -    146,353  -    246,453 0% 0%

2009  82,569  -    12,008  94,577  7,431  -    38,865  -    140,873 0% 0%

roger marshall

2010  59,633  -    8,650  68,283  5,367  -    146,353  -    220,003 0% 0%

2009  58,622  -    12,008  70,630  5,276  -    38,865  -    114,771 0% 0%

Peter Forbes

2010  73,394  -    9,744  83,138  6,605  -    146,138  -    235,881 0% 0%

2009  56,220  -    12,008  68,228  13,780  -    38,865  -    120,873 0% 0%

chen zeng

2010  50,459  -    8,650  59,109  4,541  -    146,353  -    210,003 0% 0%

2009  50,459  -    12,008  62,467  4,542  -    31,303  -    98,311 0% 0%

martin Kriewaldt

2010  50,459  -    9,744  60,203  4,541  -    121,674  -    186,418 0% 0%

2009  35,315  -    8,587  43,902  3,178  -    -    -    47,080 0% 0%

terry o’reilly

2010  15,992  -    8,650  24,642  49,008  -    121,674  -    195,324 0% 0%

2009  -    -    8,587  8,587  44,687  -    -    -    53,274 0% 0%

Executive

Nicole hollows - chief executive officer

2010  749,246 774,450  43,699 1,567,395  25,000 123,535  -    158,897 1,874,827 39% 8%

2009  588,322  216,000  47,629  851,951  50,000  45,687  -    79,158  1,026,796 29% 8%

total remuneraton - all directors

2010 1,081,752 774,450  99,237  1,955,439  102,493 123,535  828,545  158,897 3,168,909 

2009  871,507  216,000  112,835  1,200,342  128,894  45,687  147,898  79,158  1,601,978 

1 remuneration amounts disclosed for the 2009 financial year relating to performance rights have been restated from the prior year to reflect the cost to the Group as expensed under accounting Standards  
rather than the total value of the rights granted during that year, which may or may not vest at the vesting date 
2 remuneration in the form of share based payments includes negative amounts for performance rights forfeited during the year
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 short term  post 
employment 

benefits 
- super- 

annuation 

 long 
term 

employee 
benefits 

share based payment

 total 
 proportion of 
remuneration 
performance 

related  

value of 
options and 
rights as a 

proportion of 
remuneration

 salary & 
fees 

 sti cash 
bonus 

 non-
monetary 
benefits 

 total shares
Options 

and 
rights1,2

 $  $  $  $  $  $  $  $  $ 

Executive

Peter Kane - chief operating officer

2010  422,442  213,075  22,351  657,868  25,000  2,966  -    78,997  764,831 27% 10%

2009  410,881  91,463  33,713  536,057  37,160  -    -    31,536  604,753 20% 5%

Gary lee - vice President, marketing

2010  346,189  164,385  10,152  520,726  49,999  8,077  -    61,347  640,149 24% 10%

2009  310,136  58,500  14,045  382,681  100,000  5,293  -    30,263  518,237 17% 6%

lisa dalton - eGm corporate Services and company Secretary

2010  313,319  170,080  23,170  506,569  25,000  3,393  -    32,489  567,451 25% 6%

2009  258,196  41,147  17,145  316,488  22,691  2,280  -    11,268  352,727 15% 3%

michael Gray - eGm Projects & infrastructure

(appointed 
20/07/09)

2010  246,334  104,111  44,945  395,390  23,672  5,774  -    36,138  460,974 17% 8%

2009  -    -    -    -    -    -    -    -    -   0% 0%

former Executives

Stuart hatton - chief Financial officer

(resigned 
30/10/09)

2010  127,810  -    7,367  135,177  10,356  -    -   (6,289)  139,244 -5% -5%

2009  320,813  51,919  156,251  528,983  28,047  -    -    6,289  563,319 10% 1%

Shane Stephan - chief development officer

(resigned 
21/8/09)

2010  114,331  -    1,434  115,765  3,887  -    -    -    119,652 0% 0%

2009  367,908  51,919  32,614  452,441  13,865  31,075  -    -    497,381 10% 0%

Belinda Smith - acting cFo

(resigned 
15/8/08)

2010  -    -    -    -    -    -    -    -    -   0% 0%

2009  33,250 -  2,099  35,349  1,887  -    -    -    37,236 0% 0%

Other	Group	Executives

Brian Spencer - General manager, coppabella

2010  297,648  98,258  30,864  426,770  43,883  -    -    7,726  478,379 9% 2%

2009  286,776  27,070  17,209  331,055  40,217  -    -    51  371,323 7% 0%

total remuneraton - executives

2010 1,868,073  749,909  140,283 2,758,265  181,797  20,210  -    210,408  3,170,680 

2009 1,987,960  322,018  273,076 2,583,054  243,867  38,648  -    79,407  2,944,976 

1 remuneration amounts disclosed for the 2009 financial year relating to performance rights have been restated from the prior year to reflect the cost to the Group as expensed under accounting  
  Standards rather than the total value of the rights granted during that year, which may or may not vest at the vesting date 
2 remuneration in the form of share based payments includes negative amounts for performance rights forfeited during the year
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5.5 employee share plans

5.5.1 employee share loan plan

in may 2005 macarthur coal established 
an employee Share loan Plan to encourage 
employee share ownership and to assist in 
aligning employees’ interests with shareholders’ 
interests.  in November 2005 an invitation to 
participate in the loan plan was extended to 
all macarthur coal employees and employees 
of approved contractors. each employee who 
accepted the invitation was provided with a loan 
to finance the purchase of shares in the company. 

the loan limit applicable to each person 
falling within the Key management Personnel 
classification was $20,000. the loan limit for 
other employees ranged from $6,000 to $18,000 
with the amount varying according to seniority. 

the shares were acquired ‘on market’ at market 
value on behalf of the employees. the loan 
does not give rise to fringe benefits tax as the 
loan was used to acquire income-producing 
shares. loans are interest free. loan repayments 
comprise the retention of dividends plus a 
monthly payment by employees of an amount 
equal to 1% of monthly gross salary.

loans are repayable on termination of 
employment. Shares are held within a trust on 

behalf of employees. When an employee 

resigns, the trustee sells the shares and uses the 

proceeds to reduce the loan balance. any surplus 

is then given to the employee. the company 

bears the expense of any loan shortfall. an 

invitation to participate in the loan scheme was 

not made in the 2010 financial year.

5.5.2 deferred employee share plan

in the 2009 financial year, macarthur coal 

implemented a deferred employee Share 

Plan (deSP) which was offered to all full time 

employees that had been employed with the 

company for a period of three months. the 

plan allowed employees to salary sacrifice up 

to a pre-determined percentage of their pre-tax 

total salary for shares. the tax payable on the 

sacrificed salary was able to be deferred for up to 

ten years if conditions under the plan are met. 

the Board suspended this plan in 2009 as a 

result of the decision by the Federal treasurer 

to remove the ability of participants to defer 

tax. the plan was only operative for two months 

before it was suspended. 

a decision on the re-activation, amendment or 

termination of the deSP will be made once the 

reward design Strategy is finalised in the 2011 

financial year.

5.6 reward design strategy

during the 2010 financial year, the Nrc 

commissioned a review of macarthur coal’s 

overall reward strategy to ensure a business-

oriented, ‘best fit’ approach which balances the 

need to pay with the capacity to pay and which 

is centred around four basic reward design 

principles:

•	 Internal	consistency and fairness –  
Is the employee fairly paid compared  
to co-workers?

•	 External	equity	–	 
Is the employee fairly paid compared to 
others in their profession or industry?

•	 Link	to	performance	–	 
Why performance matters?

•	 Ease	of	communication	and	administration	–	
Is the reward system at Macarthur Coal easy 
to understand?

the overarching objective of the review of the 

reward design Strategy is to attract and retain 

high performing people.  the review of the reward 

design Strategy is expected to be complete by 

30 June 2011 and will be rolled out for the 2012 

financial year.  objectives for leadership and 

oversight and the reward mix for the reward 

design Strategy are summarised below:

leadership & Oversight

Governance •	Clear	strategy

•	Strategy	to	link	to	daily	business	activities

•	Business	leader	ownership	across	Senior	Leaders

•	Transparency/equity/fairness	around	benchmarking

•	Internal	and	external	market	equity

administration •	TFR	based	on	role	and	value	of	role	to	organisation,	not	individual

•	Equity	regarding	application	of	remuneration	reviews	and	performance	review	process

•	Communication	plans	regarding	review	process,	changes,	etc.

reward Mix

tFr •	Remain	highly	in	line	with	benchmark

•	Salary	banding	to	be	created	based	on	competencies	for	job	families,	capabilities,	progression	and	structure

sti •	Competitive	relative	to	market

•	STI	opportunity	tiered	according	to	responsibilities	of	role

•	Motivate/drive	high	performance

•	Flexibility/revision	of	goals	throughout	the	year	according	to	market	conditions

•	High	performance	=	high	reward

lti •	Drives	high	performance

•	Aids	in	retention

•	Transparency	of	eligibility	criteria
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5.7 Consequences of Performance on Shareholders’ Wealth

the various components of the way the Group remunerates executives and the achievements against specific financial and non-financial performance 

measures over both the short and long term are designed to create long term, sustained shareholder value. When setting targets and determining the 

quantum of remuneration increases, and the fixed and performance linked remuneration components, the Board has regard to a number of factors including 

the following indices in respect of the current and previous financial years:

2006 2007 2008 2009 2010

Net profit $149,589,000 $66,544,000 $72,684,000 $168,558,000 $125,064,000

dividends paid $61,412,000 $54,340,000 $19,481,000 $29,702,000 $53,410,000

Change in share price -$2.97 $2.29 $10.10 -$10.27 $5.52

return on invested capital 36.8% 13.3% 10.0% 16.2% 10.7%

Earnings per share (diluted) 83.2 cents 35.5 cents 36.6 cents 79.3 cents 49.3 cents

director remuneration 1 $1,170,718 $1,463,318 $1,639,032 $1,601,9782 $3,168,909

executive remuneration $3,623,360 $4,162,608 $2,879,814 $2,944,9762 $3,170,680

1  director remuneration includes compensation paid to Nicole hollows as managing director and chief executive officer
2  as noted in section 5.4, director and executive remuneration disclosed for the 2009 financial year has been restated.  the change is to amend the amount recognised in relation to performance 

rights to reflect the cost to the company of performance rights as expensed under accounting Standards rather than the total value of the rights granted during that year, which may or may not vest  
at the vesting date

over the past 4 years:

•	 The	annualised	return to a shareholder  
who purchased shares on 1 July 2006  
($4.48/share), was paid the dividends by  
the company and sold the shares on  
30 June 2010 at $12.12/share (the closing 
price on 30 June 2010) was 31.9% 

•	 The	compound	annual	growth	rate	(CAGR)	
over the period for directors fees was 28.3%

•	 The	CAGR	for	Executive	remuneration	over	
the period was a decrease of 3.3%

•	 The	CAGR	for	earnings	per	share	over	the	
period was a decrease of 12.3%.

returns to shareholders over the entire period 
have exceeded the caGr for directors’ fees and 
executive remuneration.

5.8 Equity Instruments
there were no options at the beginning of the 
year as all options previously held were exercised 
in prior years.

No options or performance rights were granted 
during the year or have been granted since the 
end of the financial year. 

6. envirOnMental reGulatiOn

For a full report on our environmental 

performance and how we are addressing climate 

change, refer to the Sustainability section of the 

annual report from pages 56 to 61.

macarthur coal’s mining and exploration 

activities are located within the Bowen 

Basin in central Queensland and are subject 

to environmental regulation under the 

environmental Protection act 1994 (Qld). 

macarthur coal values the environment and 

is conscious of the company’s environmental 

impact. macarthur coal aims to maximise the 

economic recovery of coal while minimising  

the environmental impact on the areas affected 

by its operations. 

reports on environmental performance are 

provided to management and the Board on a  

monthly basis and any instances of non-

compliance are reported to both management 

and the Board. two instances of non-compliance 

at the mines were the subject of fines of $2,000 

each for coppabella mine and moorvale mine 

when the mines were issued with penalty 

infringement notices from department of 

environment and resource management (derm), 

coppabella mine for unauthorised discharge of 

water with turbidity levels higher than permitted 

and moorvale mine for discharge of water with 

electrical conductivity levels higher than permitted.

Plans and associated capital expenditure are  

in place for the 2011 financial year to reduce 

the risk of any further non-compliances and 

to address more stringent water discharge 

requirements put in place by derm during the 

2010 financial year.

7. prinCipal aCtivities

the company’s principal activities are explained 

fully in the operations and Growth sections of  

the annual report from page 19 to 42. macarthur 

coal’s principal activities during the course of  

the year were coal mining, project evaluation, 

project development and coal exploration. Product 

coal is predominantly exportedto asia, europe  

and Brazil. there were no other significant 

changes in the nature of macarthur coal’s 

activities during the year.

8. BuSINESS STRATEGy

macarthur coal will continue to pursue its 

strategies of operational excellence and 

sustainable growth in order to meet its goal  

of doubling 2009 saleable production in five  

years, targeting 9.2mtpa (attributable sales) by 

2014.  an overview of the company’s strategy is 

contained in the annual report from pages 5 to 7.

9. review OF OperatiOns

the operations and Growth sections of the 
annual report from pages 19 to 42 provide  
a detailed report on the operations of  
coppabella and moorvale mines and the 
middlemount mine project.

10.  FinanCial perFOrManCe

refer to the Financial Performance report 

on page 14 of the annual report for detailed 

information on financial performance. 
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10.1 Dividends
Macarthur Coal’s Dividend Policy is to pay approximately 50% of net profit after tax as dividends. 

Dividends paid or declared by the Company to members since the end of the previous financial year were:

Cents per 
share

Total amount
$’000

Franked/ 
unfranked

Date of payment

Declared and paid during the year

Final 2009 ordinary 13.0 33,063 Franked 30 September 2009

Interim 2010 ordinary 8.0 20,347 Franked 21 April 2010

Total dividends paid during 2010 21.0 53,410

Franked dividends declared or paid during the year were fully franked at the rate of 30 per cent.

Declared after end of year

After the balance sheet date the following dividends were proposed by the directors.

Final 2010 ordinary 17.0 43,237 Franked 18 October 2010

The financial effect of the final 2010 dividend has not been brought to account in the financial 
statements for the year ended 30 June 2010 and will be recognised in subsequent financial reports. 
There are no income tax consequences for the 2010 financial year.

Dividends have been dealt with in the financial report as: Note $’000

Dividends 27 53,410

Noted as not recognised at the end of the reporting period 27 43,237

11. SIGNIFICANT CHANGES IN THE STATE 
OF AFFAIRS

There are no significant changes in the state of 
affairs of Macarthur Coal.

12. INSURANCE PROVIDED AND 
INDEMNIFICATION OF OFFICERS

The Company has paid a premium for a contract 
insuring all Directors and Executives of the 
Company and each of its controlled entities against 
all liabilities and expenses arising as a result of 
work performed in their respective capacities, to 
the extent permitted by law. The Directors have 
not included details of the nature of the liabilities 
covered or the amount of the premium paid in 
respect of the Directors and Executive officers 
insurance liability contract, as (in accordance 
with normal commercial practice) such disclosure 
is prohibited under the terms of the contract.

The Company has agreed to indemnify each person 
who is or has been a Director, officer or agent of 
the Company and/or of its controlled entities against 
all liabilities to another person (other than the 
Company or a related body corporate) that may 
arise from their position as Director, officer 
or agent, except where the liability arises out 
of conduct involving a lack of good faith. The 
Company is required to meet the full amount of 
any such liabilities, including costs and expenses. 

No liability has arisen since the end of the 
previous financial year which the Company 
would, by operation of the above indemnities,  
be required to meet.

13.  EVENTS SUBSEQUENT TO BALANCE DATE

Macarthur Coal has entered into a binding term 
sheet with MCG Group Companies (“MCG 
Companies”) to acquire shares in an incorporated

joint venture with the MCG Companies to develop 

MDL162 (MCC:90% and MCG Companies:10%) 

(“Acquisition”).  The Acquisition is subject to the 

approval of the Foreign Investment Review Board 

(“FIRB”) and the parties have agreed to negotiate 

comprehensive legal documentation in relation to 

the acquisition. 

Macarthur will pay $334.35 million in cash to 

the MCG Companies for a 90% interest in the 

incorporated joint venture and the funds will be 

used by the MCG Companies to complete the 

acquisition of MDL162 from Stanwell Corporation 

Limited (“Stanwell”). MDL162 is a deposit 

of predominantly metallurgical coal with rail 

infrastructure in close proximity.  Macarthur will 

also contribute $25.65 million to MCG for funding 

of exploration and to undertake a Bankable 

Feasibility Study. Macarthur intends to raise in 

excess of A$400 million to fund the Acquisition 

through an institutional placement and share 

purchase plan.

The MCG Companies have an unconditional 

purchase agreement with Stanwell to acquire 

MDL162, and the consent of Stanwell has been 

sought to extend the time for completion of the 

acquisition, pending the approval of FIRB.

Other than the matter discussed above, in the 

interval between the end of the financial year 

and the date of this report, there has not arisen 

any item, transaction or event of a material 

or unusual nature likely, in the opinion of the 

Directors of the Company, to affect significantly 

the operations of the Group, the results of those 

operations, or the state of affairs of the Group in 

future financial years.

14.  PROCEEDINGS ON BEHALF OF THE 
COMPANY

At the date of this report there are no leave 
applications or proceedings brought on behalf 
of the Company under Section 237 of the 
Corporations Act 2001.

15.   NON-AUDIT SERVICES

During the year KPMG, the Company’s auditor, 
has performed certain other services in addition 
to their statutory duties. 

The Board has considered the non-audit services 
provided during the year by the auditor. It is 
satisfied that, in accordance with written advice 
provided by resolution of the ARMC, the provision 
of those non-audit services during the year by the 
auditor is compatible with, and did not compromise, 
 the auditor independence requirements of the 
Corporations Act 2001 for the following reasons:

•	 all	non-audit	services	were	provided	subject	to	
the corporate governance procedures adopted 
by Macarthur Coal and have also been reviewed 
by the ARMC to ensure they do not impact the 
integrity and objectivity of the auditor. 

•	 the	non-audit	services	provided	do	not	
undermine the general principles relating to 
auditor independence as set out in APES 110 
Code of Ethics for Professional Accountants as 
they did not involve reviewing or auditing the 
auditor’s own work, acting in a management 
or decision-making capacity for Macarthur 
Coal, acting as an advocate for Macarthur 
Coal or jointly sharing risks and rewards. 
Details of the amounts paid to KPMG for audit 
and non-audit services provided during the 
year are set out in Note 10 to the financial 
statements included on page 127.

16. LEAD AUDITOR’S INDEPENDENCE 
DECLARATION

A copy of the auditor’s independence 
declaration as required under Section 307C of 
the Corporations Act 2001 forms part of the 
Directors’ report for the financial year ended  
30 June 2010 and appears on page 101.

17.  ROUNDING OFF
The Company is of a kind referred to in ASIC 
Class Order 98/100 dated 10 July 1998 and, in 
accordance with that Class Order, amounts in 
the financial report and Directors’ report have 
been rounded off to the nearest thousand dollars, 
unless otherwise stated. 

Signed in accordance with a resolution of the 
Directors.

Keith De Lacy 
Chairman
24 August 2010
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DIRECTORS' REPORT (coNtiNued)

Liability limited by a scheme approved under  
Professional Standards Legislation.

lead auditor’s iNdePeNdeNce declaratioN uNder sectioN 307c of the Corporations aCt 2001

to the directors of macarthur coal limited:

i declare that, to the best of my knowledge and belief, in relation to the audit for the financial year ended 30 June 2010 there have been:

•	 no	contraventions	of	the	auditor	independence	requirements	as	set	out	in	the	Corporations	Act	2001	in	relation	to	the	audit;	and

•	 no	contraventions	of	any	applicable	code	of	professional	conduct	in	relation	to	the	audit.

KPMG

Robert S Jones

Partner

Brisbane

24 august 2010

KPMG, an Australian partnership and a member firm of the KPMG  
Network of independent member firms affiliated with KPMG  
International, a Swiss cooperative.
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CONsOLIDATED sTATEmENT OF COmPREhENsIvE INCOmE
FOR ThE YEAR ENDED 30 juNE 2010

Note
2010
$’000

2009
$’000

Revenue from coal sales 670,502 695,417
Cost of coal sold (397,800) (412,692)

Gross profit 272,702 282,725

Other income 7 10,862 67,015
Distribution expenses (56,550) (30,762)
Administration expenses (19,345) (18,982)
Other expenses 8 (25,894) (39,822)

Results from operating activities 181,775 260,174

Financial income 11 14,174 3,272
Financial expenses 11 (12,169) (8,912)

Net financial income/(expenses) 2,005 (5,640)

share of loss of equity accounted investees, net of income tax 30 (10,934) (12,338)

Profit before income tax 172,846 242,196
Income tax expense 12(a) (47,782) (73,638)

Profit for the year 125,064 168,558

Other comprehensive income *

Cashflow hedges:

     Fair value gains/(losses) taken to equity 12,469 (131,180)
     Fair value (gains)/losses transferred to profit or loss (26,807) 124,426

Other comprehensive income for the year, net of income tax (14,338) (6,754)

Total comprehensive income for the year 110,726 161,804

Earnings per share:

basic earnings per share 14 $0.49 $0.79

Diluted earnings per share 14 $0.49 $0.79

* Amounts recognised in other comprehensive income are disclosed net of income tax.

The consolidated statement of comprehensive income should be read in conjunction with the notes to the consolidated financial statements set out on pages 108 to 163.
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Note
2010
$’000

2009
$’000

Current assets
Cash and cash equivalents 15 348,216 267,576

Trade and other receivables 16 209,105 187,608

Inventories 17 49,762 43,612

Other financial assets 18 26,211 39,682

Overburden in advance 19 146,548 138,117

Total current assets 779,842 676,595

Non-current assets
Trade and other receivables 16 75,309 800

Investments in equity accounted investees 30 338,554 358,130

Inventories 17 - 187

Other financial assets 18 4,263 2,745

Property, plant and equipment 20 267,972 286,797

Exploration and evaluation assets 21 81,226 70,916

Overburden in advance 19 19,905 31,834

Total non-current assets 787,229 751,409

Total assets 1,567,071 1,428,004

Current liabilities
Trade and other payables 22 125,677 97,609

Loans and borrowings 23 15,822 14,582

Current tax payable 13 55,025 58,582

Employee benefits 24 5,179 4,101

Provisions 25 3,459 1,911

Other financial liabilities 26 6,639 3,696

Total current liabilities 211,801 180,481

Non-current liabilities
Loans and borrowings 23 83,600 93,251

Deferred tax liabilities 13 76,604 88,957

Employee benefits 24 87 118

Provisions 25 30,602 33,903

Other financial liabilities 26 35,782 22,229

Total non-current liabilities 226,675 238,458

Total liabilities 438,476 418,939

Net assets 1,128,595 1,009,065

Equity
share capital 713,420 651,423

Reserves (2,752) 11,369
Retained earnings 417,927 346,273
Total equity 1,128,595 1,009,065

The consolidated statement of financial position should be read in conjunction with the notes to the consolidated financial statements set out on pages 108 to 163.

CONsOLIDATED sTATEmENT OF FINANCIAL POsITION
As AT 30 juNE 2010
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CONsOLIDATED sTATEmENT OF ChANGEs IN EquITY

Note

Share  
capital

$’000

Hedging 
reserve

$’000

Share-based 
payments 

reserve
$’000

Retained 
earnings

$’000
Total equity

$’000
balance at 1 july 2008 465,118 17,941 - 207,417 690,476
Total comprehensive income for the year

Profit or loss - - - 168,558 168,558
Other comprehensive income

Cash flow hedges *: 

     Fair value gains/(losses) taken to equity - (131,180) - - (131,180)
     Fair value (gains)/losses transferred to  

     profit or loss - 124,426 - - 124,426
Total other comprehensive income - (6,754) - - (6,754)

Total comprehensive income for the year - (6,754) - 168,558 161,804

Transactions with owners, recorded directly 

in equity *

Contributions by and distributions to owners

Dividends to equity holders 27 - - - (29,702) (29,702)
Issue of ordinary shares 27 186,305 - - - 186,305

share-based payment transactions 24 - - 182 - 182

Total contributions by and distributions to owners 186,305 - 182 (29,702) 156,785
balance at 30 june 2009 651,423 11,187 182 346,273 1,009,065

balance at 1 july 2009 651,423 11,187 182 346,273 1,009,065

Total comprehensive income for the year

Profit or loss - - - 125,064 125,064

Other comprehensive income

Cash flow hedges *:

     Fair value gains/(losses) taken to equity - 12,469 - - 12,469

      Fair value (gains)/losses transferred to  

profit or loss - (26,807) - - (26,807)

Total other comprehensive income - (14,338) - - (14,338)

Total comprehensive income for the year - (14,338) - 125,064 110,726

Transactions with owners, recorded directly 

in equity *

Contributions by and distributions to owners

Dividends to equity holders 27 - - - (53,410) (53,410)

Issue of ordinary shares 27 61,997 - - - 61,997

share-based payment transactions 24 - - 217 - 217

Total contributions by and distributions to owners 61,997 - 217 (53,410) 8,804

balance at 30 june 2010 713,420 (3,151) 399 417,927 1,128,595

* Amounts recognised in other comprehensive income are disclosed net of income tax.

The consolidated statement of changes in equity should be read in conjunction with the notes to the consolidated financial statements set out on pages 108 to 163.
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Note
2010
$’000

2009
$’000

Cash flows from operating activities 
Cash receipts from customers 650,541 730,056

Cash payments to suppliers and employees (429,227) (517,695)

Cash generated from operations 221,314 212,361

Interest received 13,805 3,272

Income taxes paid (65,000) (26,471)

Income tax refund 7,009 25,243

Net cash from operating activities 36 177,128 214,405

Cash flows from investing activities 
Proceeds from sale of property, plant and equipment 32 17,156

Acquisition of property, plant and equipment (9,824) (25,021)

Proceeds from partial disposal of equity accounted investee 7,000 -

Exploration and evaluation expenditure (10,310) (14,769)

Proceeds from disposal of interest in subsidiary 35 - 6,500

Contributions from joint ventures 446,399 553,431

Contributions to joint ventures (448,614) (563,243)

Repayment of loans to related parties 771,700 470,622

Advances to related parties (835,411) (527,763)

Deposits made with financial institutions in relation to guarantees provided (1,509) (2,745)

Net cash used in investing activities (80,537) (85,832)

Cash flows from financing activities 
Proceeds from share issues 61,997 184,583

Proceeds from loans and borrowings - 16,000

Repayment of loans and borrowings - (37,842)

Payment of interest and financial expenses (743) (1,221)

Repayment of other financial liabilities (3,621) (3,753)

Payments for finance lease liabilities (20,174) (11,540)

Dividends paid 27 (53,410) (29,702)

Net cash (used in) from financing activities (15,951) 116,525

Net increase in cash and cash equivalents 80,640 245,098

Cash and cash equivalents at 1 july 267,576 22,478

Cash and cash equivalents at 30 June 15 348,216 267,576

The consolidated statement of cash flows should be read in conjunction with the notes to the consolidated financial statements set out on pages 108 to 163.

CONsOLIDATED sTATEmENT OF CAsh FLOws
FOR ThE YEAR ENDED 30 juNE 2010
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1. RepoRting entity
macarthur Coal Limited (the ‘Company’) is a company domiciled in Australia.  The address of the Company’s registered office is 100 melbourne street, south 
brisbane, qLD, 4101.  The consolidated financial statements of the Company as at and for the year ended 30 june 2010 comprise the Company and its 
subsidiaries (together referred to as the ‘Group’) and the Group’s interest in associates and jointly controlled entities.  The principal activities of the Group 
are exploration, project evaluation, project development and coal mining activities in queensland’s bowen basin.

2. Basis of pRepaRation

(a) Statement of compliance

The financial report is a general purpose financial report which has been prepared in accordance with Australian Accounting standards (AAsbs) 

(including Australian Accounting Interpretations) adopted by the Australian Accounting standards board (AAsb) and the Corporations Act 2001.   

The consolidated financial report of the Group  complies with International Financial Reporting standards (IFRss) and interpretations adopted by the 

International Accounting standards board (IAsb).  

The consolidated financial statements were approved by the board of Directors on 24 August 2010.

(b) Basis of measurement

The consolidated financial statements have been prepared on the historical cost basis except that derivative financial instruments are measured at their 

fair value.

The methods used to measure fair values are discussed further in Note 4.

(c) Functional and presentation currency

These consolidated financial statements are presented in Australian dollars, which is the Company’s functional currency and the functional currency of 

all of its subsidiaries. 

The Company is of a kind referred to in AsIC Class Order 98/100 dated 10 july 1998 and in accordance with that Class Order, all financial information 

presented in Australian dollars has been rounded to the nearest thousand dollars, unless otherwise stated.

(d) Use of estimates and judgements

The preparation of financial statements in conformity with AAsbs requires management to make judgements, estimates and assumptions that affect 

the application of accounting policies and the reported amounts of assets, liabilities, income and expenses.  Actual results may differ from these 

estimates.  Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting estimates are recognised in the period in 

which the estimate is revised and in any future periods affected.

management discuss with the Audit and Risk management Committee the development, selection and disclosure of the Group’s critical accounting 

policies and estimates and the application of these policies and estimates.  The significant areas of estimation uncertainty and critical judgements in 

applying accounting policies are discussed below.

Coal reserves
Economically recoverable coal reserves at the Coppabella mine of 46,179,000 (2009: 49,111,000) tonnes and moorvale mine of 24,189,000 (2009: 

29,100,100) tonnes, relate to the estimated quantity of coal in an area of interest that can be expected to be profitably extracted, processed and sold.  

The Group determines and reports coal reserves under the Australasian Code of Reporting of mineral Resources and Ore Reserves (the jORC Code).  

This includes estimates and assumptions in relation to geological, technical and economic factors, including: quantities, grades, production techniques, 

recovery rates, production costs, transport costs, exchange rates and expected coal demand and prices.  Changes in coal reserves impact on the 

assessment of recoverability of property, plant and equipment and investments in equity accounted investees, including the carrying value of assets 

depreciated on a units of production basis, and rehabilitation and dismantling provisions. 

Exploration and evaluation assets
Determining the recoverability of exploration and evaluation expenditure capitalised in accordance with the Group’s accounting policy (refer Note 3(f)), 

requires estimates and assumptions as to future events and circumstances, in particular, whether successful development and commercial exploitation, 

or alternatively sale, of the respective areas of interest will be achieved.    The Group applies the principles of AAsb 6 and recognises exploration and 

evaluation assets when the rights of tenure of the area of interest are current, and the exploration and evaluation expenditures incurred are expected 

to be recouped through successful development and exploitation of the area.  If, after having capitalised the expenditure under the Group’s accounting 

policy in Note 3(f), a judgement is made that recovery of the carrying amount is unlikely, an impairment loss is recorded in profit or loss in accordance 

with the Group’s accounting policy in Note 3(k).  The carrying amounts of exploration and evaluation assets are set out in Note 21.

NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
FOR ThE YEAR ENDED 30 juNE 2010
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NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
FOR ThE YEAR ENDED 30 juNE 2010

2. Basis of pRepaRation (CONTINuED)

(d) Use of estimates and judgements (continued)

Rehabilitation and dismantling provisions
Certain estimates and assumptions are required to be made in determining the cost of rehabilitation and restoration of the areas disturbed during 

mining activities and the cost of dismantling of mining infrastructure in accordance with the Group’s accounting policy (refer Note 3(m)).  The amount 

the Group is expected to incur to settle its future obligations includes estimates regarding: the appropriate rate at which to discount the liability, the 

expected timing of the cash flows and the expected life of mine (which is based on coal reserves, refer above), the application of relevant environmental 

legislation, and the future expected costs of rehabilitation, restoration and dismantling.  At 30 june 2010, the Group has used a discount rate of 5.56% 

(2009: 4.15%).

Changes in the estimates and assumptions used could have a material impact on the carrying value of the rehabilitation and dismantling provision and 

related asset.  The provision is reviewed at each reporting date and updated based on the best available estimates and assumptions at that time.  The 

carrying amount of the rehabilitation and dismantling provision is set out in Note 25.

Recoverability of non-current assets
As set out in Note 3(k), certain assumptions are required to be made in order to assess the recoverability of non-current assets where there is an 

impairment indicator.  Key assumptions include future coal prices, future operating costs, discount rate and estimates of coal reserves. Estimates of 

coal reserves in themselves are dependent on various assumptions (refer above).  Changes in these assumptions could therefore affect estimates of 

future cash flows used in the assessment of recoverable amounts, estimates of the life of mine and depreciation. Further details of impairment testing 

assumptions relating to investments in equity accounted investees are included in Note 30.  The carrying amounts of applicable non-current assets are 

set out in Notes 20 and 30.

Contingent liabilities – litigation
Certain claims have been made against the Group.  judgements about the validity of the claims have been made by the Directors.  Further details are 

included in Note 32.

Financial instruments, including hedge accounting
As set out in Note 3(c), management’s judgement is necessary when determining whether a derivative financial instrument qualifies for hedge accounting.  

Factors such as forecast demand, production and port allocation are considered when assessing whether forecast transactions are highly probable as required 

under AAsb 139 Financial Instruments: Recognition and Measurement.  The carrying amounts of financial instruments are set out in Notes 18 and 26.

The recognition and measurement of derivative liabilities disclosed in Note 26, requires that certain estimations and assumptions be made in 

determining the fair value of the underlying transaction which results in the recognition of the derivative liabilities. Factors affecting future project fair 

value such as coal reserves, future coal prices and operating costs are considered.  Estimates of coal reserves in themselves are dependent on various 

assumptions (refer above).  Changes in these assumptions could therefore affect estimates of future cash flows used in the assessment of future project 

fair value.

Minerals Resource Rent Tax
On 2 may 2010, the Australian Federal Government released its response to the henry Tax Review including the proposal for the introduction of a 

Resource super Profits Tax (RsPT).  The RsPT in its proposed form was subsequently amended with material changes and is now referred to as the 

minerals Resource Rent Tax (mRRT).  If the mRRT is introduced in its proposed form from 1 july 2012, it has the potential to impact the assumptions 

used to determine the future cash flows generated from the continuing use of the Group’s assets for the purpose of value-in-use calculations in 

impairment testing.  The assets most likely to be impacted include exploration and evaluation assets, property, plant and equipment and investments 

in equity accounted investees, the carrying amounts of which are set out in Notes 20, 21 and 30.  The Group has not yet incorporated the impact of 

the mRRT into its assumptions at 30 june 2010 as significant uncertainty exists as to whether the mRRT will be substantively enacted into law in its 

current form. 

(e) Changes in accounting policies
As of 1 july 2009, the Group has amended its accounting policies in the following areas:

•	 Accounting	for	business	combinations	(refer	Notes	3(a)	and	3(j))

•	 Accounting	for	acquisitions	of	non-controlling	interests	(refer	Note	3(a))

•	 Determination	and	presentation	of	operating	segments	(refer	Note	3(r))

•	 Presentation	of	financial	statements	(refer	Note	3(u))
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NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
FOR ThE YEAR ENDED 30 juNE 2010

3. significant accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these consolidated financial statements, and have been 

applied consistently by Group entities.

(a) Basis of consolidation 

Business combinations
The Group has adopted the revised AAsb 3 Business Combinations (2008) and the amended AAsb 127 Consolidated and Separate Financial Statements 

(2008) for business combinations occurring in the financial year starting 1 july 2009. All business combinations occurring on or after 1 july 2009 

are accounted for by applying the acquisition method.

The change in accounting policy is applied prospectively.  As the Group has not engaged in any business combinations during the year ended 30 june 2010, 

the change in accounting policy has had no impact on earnings per share.

For every business combination, the Group identifies the acquirer, which is the combining entity that obtains control of the other combining entities or 

businesses. Control is the power to govern the financial and operating policies of an entity so as to obtain benefits from its activities.  In assessing control, 

the Group takes into consideration potential voting rights that currently are exercisable.  The acquisition date is the date on which control is transferred 

to the acquirer.  judgement is applied in determining the acquisition date and determining whether control is transferred from one party to another.

Measuring goodwill

The Group measures goodwill as the fair value of the consideration transferred including the recognised amount of any non-controlling interest in the acquiree, 

less the net recognised amount (generally fair value) of the identifiable assets acquired and liabilities assumed, all measured as of the acquisition date.

Consideration transferred includes the fair values of the assets transferred, liabilities incurred by the Group to the previous owners of the acquiree, and 

equity interests issued by the Group.  Consideration transferred also includes the fair value of any contingent consideration and share-based payment 

awards of the acquiree that are replaced mandatorily in the business combination (see below).  If a business combination results in the termination of 

pre-existing relationships between the Group and the acquiree, then the lower of the termination amount, as contained in the agreement, and the value 

of the off-market element is deducted from the consideration transferred and recognised in other expenses.

Share-based payment awards

when share-based payment awards exchanged (replacement awards) for awards held by the acquiree’s employees (acquiree’s awards) relate to past 

services, then a part of the market-based measure of the awards replaced is included in the consideration transferred.  If they require future services, 

then the difference between the amount included in consideration transferred and the market-based measure of the replacement awards is treated as  

a post-combination compensation cost.

Contingent liabilities

A contingent liability of the acquiree is assumed in a business combination only if such a liability represents a present obligation and arises from a past 

event, and its fair value can be measured reliably.

Non-controlling interest

The Group measures any non-controlling interest at its proportionate interest in the identifiable net assets of the acquiree.

Transaction costs

Transaction costs that the Group incurs in connection with a business combination including legal fees, due diligence fees and other professional and 

consulting fees, are expensed as incurred.

Accounting for acquisitions of non-controlling interests
The Group has adopted the revised AAsb 3 Business Combinations (2008) and the amended AAsb 127 Consolidated and Separate Financial Statements 

(2008) for acquisitions of non-controlling interests occurring in the financial year starting 1 july 2009.  

The change in accounting policy is applied prospectively.  As the Group has not engaged in any acquisitions of non-controlling interests during the year 

ended 30 june 2010, the change in accounting policy has had no impact on earnings per share.  

under the new accounting policy, acquisitions of non-controlling interests are accounted for as transactions with equity holders in their capacity as 

equity holders and therefore no goodwill is recognised as a result of such transactions.  Previously, goodwill was recognised arising on the acquisition 

of a non-controlling interest in a subsidiary; and that represented the excess of the cost of the additional investment over the carrying amount of the 

interest in the net assets acquired at the date of exchange.   
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NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
FOR ThE YEAR ENDED 30 juNE 2010

3. significant accounting policies (CONTINuED)

(a) Basis of consolidation (continued)

Subsidiaries
subsidiaries are entities controlled by the Group.  The financial statements of subsidiaries are included in the consolidated financial statements from 

the date that control commences until the date that control ceases.  The accounting policies of subsidiaries are changed when necessary to align them 

with the policies adopted by the Group.

Investments in associates and jointly controlled entities (equity accounted investees)

Associates are those entities in which the Group has significant influence, but not control, over the financial and operating policies.  significant influence 

is presumed to exist when the Group holds between 20% and 50% of the voting power of another entity.  jointly controlled entities are those entities over 

whose activities the Group has joint control, established by contractual agreement and requiring unanimous consent for strategic financial and operating 

decisions. 

Investments in associates and jointly controlled entities are accounted for using the equity method (equity accounted investees) and are initially 

recognised at cost.  The Group’s investment includes goodwill identified on acquisition, net of any accumulated impairment losses.  The consolidated 

financial statements include the Group’s share of the income and expenses and equity movements of equity accounted investees, after adjustments to 

align the accounting policies with those of the Group, from the date that significant influence or joint control commences until the date that significant 

influence or joint control ceases. when the Group’s share of losses exceeds its interest in an equity accounted investee, the carrying amount of that 

interest (including any long-term investments) is reduced to nil and the recognition of further losses is discontinued except to the extent that the Group 

has an obligation or has made payments on behalf of the investee.

Jointly controlled operations and assets
The interests of the Group in jointly controlled operations (including unincorporated joint ventures) and jointly controlled assets are brought to account 

by recognising in its financial statements the assets it controls, the liabilities that it incurs, the expenses it incurs and its share of income that it earns 

from the sale of goods or provision of services by the joint venture.

Transactions eliminated on consolidation
Intra-group balances, and any unrealised income and expenses or income and expenses arising from intra-group transactions, are eliminated in 

preparing the consolidated financial statements. unrealised gains arising from transactions with equity accounted investees are eliminated against 

the investment to the extent of the Group’s interest in the investee.  unrealised losses are eliminated in the same way as unrealised gains, but only to 

the extent that there is no evidence of impairment.

Gains and losses are recognised when the contributed assets are consumed or sold by the equity accounted investees or, if not consumed or sold by 

the equity accounted investee, when the Group’s interest in such entities is disposed of.

(b) Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currency of Group entities at exchange rates ruling at the dates of 

the transactions.  monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated to Australian dollars at 

the foreign exchange rate ruling at that date.  The foreign currency gain or loss on monetary items is the difference between amortised cost in the 

functional currency at the beginning of the period, adjusted for effective interest and payments during the period, and the amortised cost in foreign 

currency translated at the exchange rate at the end of the reporting period.  

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated to the functional currency at the 

exchange rate ruling at the dates that fair value was determined.  Foreign currency differences arising on retranslation are recognised in profit or loss.

(c) Financial instruments

Non-derivative financial assets 

The Group initially recognises loans and receivables and deposits on the date that they are originated. All other financial assets (including assets 

designated at fair value through profit or loss) are recognised initially on the trade date at which the Group becomes a party to the contractual provisions 

of the instrument. 

The Group derecognises a financial asset when the contractual rights to the cash flows from the asset expire, or it transfers the rights to receive the 

contractual cash flows on the financial asset in a transaction in which substantially all the risks and rewards of ownership of the financial asset are 

transferred. Any interest in transferred financial assets that is created or retained by the Group is recognised as a separate asset or liability.

Financial assets and liabilities are offset and the net amount presented in the statement of financial position when, and only when, the Group has a 

legal right to offset the amounts and intends either to settle on a net basis or to realise the asset and settle the liability simultaneously.

The Group has the following non-derivative financial assets: trade and other receivables, cash and cash equivalents, and cash and deposits – not at call. 
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NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
FOR ThE YEAR ENDED 30 juNE 2010

3. significant accounting policies (CONTINuED)

(c) Financial instruments (continued)

Non-derivative financial assets (continued)

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an active market.  such assets are recognised 

initially at fair value plus any directly attributable transaction costs.  subsequent to initial recognition loans and receivables are measured at amortised 

cost using the effective interest method, less any impairment losses.  Loans and receivables comprise trade and other receivables.

Cash and cash equivalents comprise cash balances and call deposits with original maturities of three months or less.  bank overdrafts that are 

repayable on demand and form an integral part of the Group’s cash management are included as a component of cash and cash equivalents for the 

purpose of the statement of cash flows.

Cash and deposits – not at call comprise balances pledged as collateral for arrangements relating to wiggins Island feasibility study costs and balances 

relating to the Group’s share of cash in its joint ventures’ bank accounts.

Non-derivative financial liabilities
The Group initially recognises debt securities issued and subordinated liabilities on the date that they are originated.  All other financial liabilities 

(including liabilities designated at fair value through profit or loss) are recognised initially on the trade date at which the Group becomes a party to 

the contractual provisions of the instrument.  The Group derecognises a financial liability when its contractual obligations are discharged, cancelled or 

expire.  Financial assets and liabilities are offset and the net amount presented in the statement of financial position when, and only when, the Group 

has a legal right to offset the amounts and intends either to settle on a net basis or to realise the asset and settle the liability simultaneously. 

The Group has the following non-derivative financial liabilities: loans and borrowings, trade and other payables, and amounts payable for future user 

charges.

such financial liabilities are recognised initially at fair value plus any directly attributable transaction costs.  subsequent to initial recognition these 

financial liabilities are measured at amortised cost using the effective interest rate method.

Derivative financial instruments, including hedge accounting
The Group holds derivative financial instruments to hedge its foreign currency risk exposures.  On initial designation of the hedge, the Group formally 

documents the relationship between the hedging instrument(s) and hedged item(s), including the risk management objectives and strategy in 

undertaking the hedge transaction, together with the methods that will be used to assess the effectiveness of the hedging relationship. The Group 

makes an assessment, both at the inception of the hedge relationship as well as on an ongoing basis, whether the hedging instruments are expected 

to be “highly effective” in offsetting the changes in the fair value or cash flows of the respective hedged items during the period for which the hedge 

is designated, and whether the actual results of each hedge are within a range of 80-125 percent.  For a cash flow hedge of a forecast transaction, the 

transaction should be highly probable to occur and should present an exposure to variations in cash flows that could ultimately affect reported net profit.

Derivative financial instruments also exist in relation to contractual obligations and the option for a sale of shares in a jointly controlled entity to a third 

party in line with pre-determined triggering events in the future.  For further details refer to Note 26.

Derivatives are recognised initially at fair value; attributable transaction costs are recognised in profit or loss as incurred.  subsequent to initial 

recognition, derivatives are measured at fair value and changes therein are accounted for as described below.

Cash flow hedges

Changes in the fair value of the derivative hedging instrument designated as a cash flow hedge are recognised in other comprehensive income to the 

extent that the hedge is effective.  To the extent that the hedge is ineffective, changes in fair value are recognised in profit or loss.

If the hedging instrument no longer meets the criteria for hedge accounting, expires or is sold, terminated or exercised, or the designation is revoked, 

then hedge accounting is discontinued prospectively.  The cumulative gain or loss previously recognised in other comprehensive income and presented 

in the hedging reserve in equity remains there until the forecast transaction affects profit or loss.  when the hedged item is a non-financial asset, the 

amount recognised in other comprehensive income is transferred to the carrying amount of the asset when the asset is recognised.  If the forecast 

transaction is no longer expected to occur, then the balance in other comprehensive income is recognised immediately in profit or loss.  In other cases 

the amount recognised in other comprehensive income is transferred to profit or loss in the same period that the hedged item affects profit or loss.

Other non-trading derivatives

when a derivative financial instrument is not held for trading, and is not designated in a qualifying hedge relationship, all changes in its fair value are 

recognised immediately in profit or loss.
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NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
FOR ThE YEAR ENDED 30 juNE 2010

3. significant accounting policies (CONTINuED)

(d) Share capital

Ordinary shares

Ordinary shares are classified as equity.  Incremental costs directly attributable to the issue of ordinary shares and share options are recognised as a 

deduction from equity, net of any tax effects.

Dividends

Dividends are recognised as a liability in the period in which they are declared.

Purchase of share capital 

when share capital recognised as equity is purchased by the employee share plan trust, the amount of the consideration paid which includes directly 

attributable costs, is net of any tax effects, and is recognised as a deduction from equity. when shares are sold subsequently, the amount received is 

recognised as an increase in equity, and the resulting surplus or deficit on the transaction is transferred to / from retained earnings.

(e) Property, plant and equipment

Recognition and measurement
Items of property, plant and equipment are measured at cost less accumulated depreciation (refer below) and impairment losses (refer Note 3(k)).

Cost includes expenditures that are directly attributable to the acquisition of the asset.  The cost of self-constructed assets and acquired assets includes 

the cost of materials, direct labour, any other cost directly attributable to bringing the asset to a working condition for its intended use, capitalised 

borrowing costs (refer Note 3(p)) and:

(i)  the initial estimate at the time of installation and during the period of use, where relevant, of the costs of dismantling and removing the items 

and restoring the site on which they are located; and 

(ii)  changes in the measurement of existing liabilities recognised for these costs resulting from changes in the timing or outflow of resources 

required to settle the obligation or from changes in the discount rate.

mining property and development assets include costs transferred from exploration and evaluation assets once technical feasibility and commercial 

viability of an area of interest are demonstrable and subsequent costs to develop the mine to the production phase.

when significant parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items (major 

components) of property, plant and equipment.

Gains and losses on disposal of an item of property, plant and equipment are determined by comparing the proceeds from disposal with the carrying 

amount of property, plant and equipment and are recognised net within other income or other expenses in profit or loss.

Subsequent costs
The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of the item if it is probable that the future 

economic benefits embodied within the part will flow to the Group and its cost can be measured reliably.  The carrying amount of the replaced part is 

derecognised.  The costs of the day-to-day servicing of property, plant and equipment are recognised in profit or loss as incurred.

Depreciation
Depreciation is calculated over the depreciable amount, which is the cost of an asset, or other amount substituted for cost, less its residual value.

Freehold land is not depreciated.  Assets are depreciated using the straight line method over their estimated useful lives, taking into account estimated 

residual values, with the exception of mining property and development assets which are depreciated on a units of production basis over the life of the 

economically recoverable reserves (refer Note 2(d)).

Leased assets are depreciated over the shorter of the lease term and their useful lives unless it is reasonably certain that the Group will obtain 

ownership by the end of the lease term.

Assets are depreciated from the date they are available for use.

Depreciation rates and methods, useful lives and residual values are reviewed annually for appropriateness.  when changes are made, adjustments are 

reflected prospectively in current and future periods only.  Depreciation is expensed, except to the extent that it is included in the carrying amount of 

another asset (e.g. inventory stocks) as an allocation of production overheads.
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NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
FOR ThE YEAR ENDED 30 juNE 2010

3. significant accounting policies (CONTINuED)

(e) Property, plant and equipment (continued)

Depreciation (continued)

The depreciation rates or useful lives used for each class of asset are as follows: 

Property, plant and equipment 2010 2009

mining property and development uOP (1) uOP (1)

buildings and infrastructure 6.6% - 44% 6.6% - 44%

Plant and equipment 5% - 40% 5% - 40%

Leased assets 10% - 20% 10% - 20%

 (1) Depreciated on a units of production (uOP) basis over reserves.

Development costs
Development costs related to an area of interest are capitalised if the expenditures are expected to be recouped through sale or successful exploitation 

of the area of interest.  Capitalisation of development expenditure ceases once the mining property is capable of commercial production, at which point 

depreciation commences in accordance with the rates above. Capitalised development expenditure is stated at cost less accumulated amortisation and 

impairment losses (refer Note 3(k)), and is included in mining property and development assets within property, plant and equipment (see above).

(f) Exploration and evaluation expenditure

Exploration and evaluation costs, including the costs of acquiring licences, are capitalised as exploration and evaluation assets separately for each area 

of interest.  Costs incurred before the Group has obtained the legal rights to explore an area are recognised in profit or loss.

Exploration and evaluation assets are only recognised if the rights of the area of interest are current and either:

(i) the expenditures are expected to be recouped through successful development and exploitation of the area of interest; or

(ii) activities in the area of interest have not at the reporting date, reached a stage which permits a reasonable assessment of the existence or 

otherwise of economically recoverable reserves and active and significant operations in, or in relation to, the area of interest are continuing.

Exploration and evaluation assets are tested for impairment when any of the following facts and circumstances exist:

(i) the term of exploration license in the specific area of interest has expired during the reporting period or will expire in the near future, and it is not 

expected to be renewed;

(ii) substantive expenditure on further exploration for an evaluation of mineral resources in the specific area is not budgeted nor planned;

(iii) exploration for and evaluation of mineral resources in the specific area have not led to the discovery of commercially viable quantities of mineral 

resources and the decision was made to discontinue such activities in the specified area; or

(iv) sufficient data exists to indicate that, although a development in the specific area is likely to proceed, the carrying amount of the exploration and 

evaluation asset is unlikely to be recovered in full from successful development or by sale.

where a potential impairment is indicated, an assessment is performed for each area of interest.  The Group performs impairment testing in accordance 

with accounting policy 3(k).

Once the technical feasibility and commercial viability of the extraction of mineral resources in an area of interest are demonstrable, exploration and 

evaluation assets attributable to that area of interest are first tested for impairment and then reclassified to mining property and development assets 

within property, plant and equipment.

(g) Overburden in advance

Expenditure incurred in the removal of overburden from coal deposits is deferred and capitalised to inventory as the coal is extracted.  Overburden in 

advance is measured at the lower of cost and net realisable value.  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 expensed.

(h) Inventories

Inventories are measured at the lower of cost and net realisable value.  Net realisable value is the estimated selling price in the ordinary course of 

business, less the estimated costs of completion and selling expenses.  The cost of inventories is allocated on a monthly weighted average basis and 

includes direct material, consumption of overburden in advance, 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 normal operating capacity.  Depreciation is allocated to inventories on a units of production basis.
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NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
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3. significant accounting policies (CONTINuED)

(i) Leased Assets

Leases in terms of which the Group assumes substantially all the risks and rewards of ownership are classified as finance leases.  upon initial 

recognition the leased asset is measured at an amount equal to the lower of its fair value and the present value of the minimum lease payments.  

subsequent to initial recognition, the asset is accounted for in accordance with the accounting policy applicable to that asset.

Other leases are classified as operating leases and the leased assets are not recognised in the Group’s statement of financial position.

(j) Goodwill

As from 1 july 2009, the Group has adopted the revised AAsb 3 Business Combinations (2008) and the amended AAsb 127 Consolidated and Separate 

Financial Statements (2008).  Revised AAsb 3 and amended AAsb 127 have been applied prospectively to business combinations with an acquisition 

date on or after 1 july 2009.  As the Group has not engaged in any business combinations during the year ended 30 june 2010, the change in 

accounting policy has had no impact on earnings per share.  

Acquisitions of non-controlling interests

Acquisitions of non-controlling interests are accounted for as transactions with equity holders in their capacity as equity holders and therefore no 

goodwill is recognised as a result of such transactions.

Subsequent measurement

Goodwill is measured at cost less accumulated impairment losses. In respect of equity accounted investees, the carrying amount of goodwill is included 

in the carrying amount of the investment, and an impairment loss on such an investment is not allocated to any asset, including goodwill, that forms 

part of the carrying amount of the equity accounted investee.

(k) Impairment

Financial assets (including receivables)
A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine whether there is objective evidence that 

it is impaired.  A financial asset is impaired if objective evidence indicates that a loss event has occurred after the initial recognition of the asset, and 

that the loss event had a negative effect on the estimated future cash flows of that asset that can be estimated reliably.

Objective evidence that financial assets (including equity securities) are impaired can include default or delinquency by a debtor, restructuring of 

an amount due to the Group on terms that the Group would not consider otherwise, indications that a debtor or issuer will enter bankruptcy, or the 

disappearance of an active market for a security. In addition, for an investment in an equity security, a significant or prolonged decline in its fair value 

below its cost is objective evidence of impairment. 

The Group considers evidence of impairment for receivables at a specific asset level.  All individually significant receivables are assessed for specific 

impairment.  Any such impairment is recorded in profit and loss.

Non-financial assets
The carrying amounts of the Group’s non-financial assets, other than inventories (refer Note 3(h)), overburden in advance (refer Note 3(g)) and deferred 

tax assets (refer Note 3(q)), are reviewed at each reporting date to determine whether there is any indication of impairment.  If any such indication 

exists then the asset’s recoverable amount is estimated.  For goodwill and intangible assets, that have indefinite useful lives, the recoverable amount is 

estimated at each reporting date.

The recoverable amount of an asset or cash-generating unit is the greater of its value-in-use and its fair value less costs to sell.  In assessing value-in-use, 

the estimated future cash flows are discounted to their present value using a post-tax discount rate that reflects current market assessments of the time 

value of money and the risks specific to the asset.  For the purpose of impairment testing, assets that cannot be tested individually are grouped together into 

the smallest group of assets that generates cash inflows from continuing use that are largely independent of the cash inflows of other assets or groups of 

assets (“the cash generating unit”).  subject to an operating segment ceiling test, for the purposes of goodwill impairment testing, CGus to which goodwill 

has been allocated are aggregated so that the level at which impairment is tested reflects the lowest level at which goodwill is monitored for internal 

reporting purposes.  Goodwill acquired in a business combination is allocated to groups of CGus that are expected to benefit from the synergies of the 

combination.

Goodwill that forms part of the carrying amount of an investment in an associate or jointly controlled entity is not recognised separately, and therefore 

is not tested for impairment separately. Instead, the entire amount of the investment in an associate or jointly controlled entity is tested for impairment 

as a single asset when there is objective evidence that the investment in an associate or jointly controlled entity may be impaired.
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NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
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3. significant accounting policies (CONTINuED)

(k) Impairment (continued)

Non-financial assets (continued)
The Group’s corporate assets do not generate separate cash inflows. If there is an indication that a corporate asset may be impaired, then the 

recoverable amount is determined for the CGu to which the corporate asset belongs.

An impairment loss is recognised if the carrying amount of an asset or its CGu exceeds its estimated recoverable amount.  Impairment losses are 

recognised in profit or loss.  Impairment losses recognised in respect of CGus are allocated first to reduce the carrying amount of any goodwill allocated 

to the units and then to reduce the carrying amount of the other assets in the unit (group of units) on a pro rata basis.

An impairment loss in respect of goodwill is not reversed.  In respect of other assets, impairment losses recognised in prior periods are assessed at 

each reporting date for any indications that the loss has decreased or no longer exists.  An impairment loss is reversed if there has been a change in 

the estimates used to determine the recoverable amount.  An impairment loss is reversed only to the extent that the asset’s carrying amount does not 

exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

(l) Employee benefits
Defined contribution superannuation plans
A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions into a separate entity and will have no 

legal or constructive obligation to pay further amounts.  Obligations for contributions to defined contribution plans are recognised as an employee 

benefit expense in profit or loss in the periods during which services are rendered by employees.  Prepaid contributions are recognised as an asset to 

the extent that a cash refund or a reduction in future payments is available.  Contributions to a defined contribution plan that are due more than 12 

months after the end of the period in which the employees render the service are discounted to their present value.

Other long-term service benefits
The Group’s net obligation in respect of long-term service benefits is the amount of future benefit that employees have earned in return for their 

service in the current and prior periods plus related on-costs; that benefit is discounted to determine its present value, and the fair value of any related 

assets is deducted.  The obligation is calculated using expected future increases in wage and salary rates including related on-costs and expected 

settlement dates, and is discounted using the rates attached to the Commonwealth Government bonds at the reporting date which have maturity dates 

approximating the terms of the Group’s obligations.

Termination benefits
Termination benefits are recognised as an expense when the Group is demonstrably committed, without realistic possibility of withdrawal, to a formal 

detailed plan to either terminate employment before the normal retirement date, or to provide termination benefits as a result of an offer made to 

encourage redundancy.  Termination benefits for redundancies are recognised as an expense if the Group has made an offer encouraging redundancy, it 

is probable that the offer will be accepted, and the number of acceptances can be estimated reliably. If benefits are payable more than 12 months after 

the reporting date, then they are discounted to their present value.

Short-term benefits
Liabilities for employee benefits for wages, salaries, annual leave and vesting sick leave represent present obligations resulting from employees’ 

services provided to the reporting date and are calculated at undiscounted amounts based on remuneration wage and salary rates that the Group 

expects to pay as at reporting date including related on-costs, such as workers compensation insurance and payroll tax. Non-accumulating non-

monetary benefits, such as medical care, cars and free or subsidised goods and services, are expensed based on the net marginal cost to the Group as 

the benefits are taken by the employees.

A liability is recognised for the amount expected to be paid under short-term cash bonus plans if the Group has a present legal or constructive obligation 

to pay this amount as a result of past service provided by the employee and the obligation can be estimated reliably.

Share-based payment transactions
The fair value of share-based payment awards granted under the Employee share Loan Plan and the Long Term Incentive Plan is recognised as an 

employee expense with a corresponding increase in equity over the period that the employees become unconditionally entitled to the awards.  The 

amount recognised as an expense is adjusted to reflect the number of awards for which the related service and non-market vesting conditions are 

expected to be met, such that the amount ultimately recognised as an expense is based on the number of awards that meet the related service and non-

market performance conditions at the vesting date.  For share-based payment awards with non-vesting conditions, the grant date fair value (refer Note 

4) of the share-based payment is measured to reflect such conditions and there is no true-up for differences between expected and actual outcomes.

Non-Executive Directors are entitled to 10,000 Company securities each year as part of their Director’s fees, pro-rated based on length of service.  The 

shares are purchased on the Australian stock Exchange at the market value prevailing on the date of purchase.  The provision of shares is not subject to 

performance conditions.  The fair value of shares granted to Non-Executive Directors is recognised as an expense.
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3. significant accounting policies (CONTINuED)

(l) Employee benefits (continued)

Share-based payment transactions (continued)

Employee loans

The Employee share Loan Plan allowed eligible persons of the Group and approved contractors to acquire shares of the Company.  Eligible persons 

included permanent full-time or part-time employees, eligible contractors, or an agent of the Company or a related body corporate.  No up-front 

payment was required for the shares as the Company offered all eligible persons an interest-free, limited-recourse loan.  Any dividends received on 

the allocated shares are applied to repay the loan balance.

Fixed regular loan repayments are also made to repay the loan balance.  The shares were purchased on the Australian stock Exchange at the market 

value prevailing on the date of purchase.  The outstanding loan balance is recognised as a receivable at amortised cost less any impairment losses 

(refer Note 3(k)). No invitation to participate in the loan scheme was made during the year ended 30 june 2010. 

Long Term Incentive Plan
under the Group’s Long Term Incentive Plan (LTIP), eligible employees are invited to apply for performance rights, which will be converted to fully 

paid ordinary shares if the Company performance criteria specified by the Nomination and Remuneration Committee are satisfied within a specified 

performance period.

The Group has established an employee share plan trust (the Trust) to facilitate the operation of the LTIP, including acquisition of the shares on-market 

for the purpose of the LTIP.

The performance criteria for the purposes of the LTIP consist of Earnings per share (EPs), Total shareholder Return (TsR), and Return on Invested Capital 

(ROIC).  If the performance criteria are satisfied over the performance period, the performance rights will automatically vest and the Company will 

allocate shares to participants.  At the election of the participants, the shares are held in trust, sold or transferred to the participant. 

CPu share Plans Pty Limited, the trustee of the Trust, holds the shares in trust on the participants’ behalf until an employee notifies the trustee that they 

wish to withdraw their shares.

Allocated shares can be held in the Trust on the participants’ behalf until the earlier of the cessation of employment, 10 years from the date the 

performance rights were granted, or the participant withdraws the shares from the Trust by completing a ‘Notice of withdrawal’.

while the shares are held in the Trust, they will be subject to risk of forfeiture if a participant’s employment is terminated because of fraud, theft or other 

gross misconduct.

(m) Provisions
A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation that can be estimated reliably, and 

it is probable that an outflow of economic benefits will be required to settle the obligation.  Provisions are determined by discounting the expected 

future cash flows at a pre-tax rate that reflects current market assessments of the time value of money and, where appropriate, the risks specific to 

the liability.  The unwinding of the discount is recognised as a finance cost.

Rehabilitation and dismantling
Provisions are made, when the areas are disturbed, for the estimated cost of rehabilitation relating to areas disturbed during the mine’s operation up 

to reporting date but not yet rehabilitated.  Provision has been made in full for all disturbed areas at the reporting date based on current estimates of 

costs per hectare to rehabilitate such areas, discounted to their present value based on expected future cashflows.  The estimated cost of rehabilitation 

includes the current cost of re-contouring, topsoiling and revegetation employing legislative requirements.  Changes in estimates are dealt with on a 

prospective basis as they arise.

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 and on the basis of 

current environmental legislation.

Infrastructure assets and dismantling
The present value of rehabilitation and dismantling obligations is recognised on construction of the assets where a legal or constructive obligation 

exists at that time.  The provision is recognised as a non-current liability with a corresponding asset.  At each reporting date the rehabilitation 

liability is re-measured in line with changes in discount rates, and timing or amount of the costs to be incurred.  Any changes in the liability are 

added or deducted from the related asset, other than the unwinding of the discount which is recognised as a finance cost in profit or loss as it occurs.

If the change in the liability results in a decrease in the liability that exceeds the carrying amount of the asset, the asset is written-down to nil and 

the excess is recognised immediately in profit or loss.  If the change in the liability results in an addition to the cost of the asset, the recoverability 

of the new carrying amount is considered.  where there is an indication that the new carrying amount is not fully recoverable, an impairment test is 

performed with the write-down recognised in profit or loss in the period in which it occurs.
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3. significant accounting policies (CONTINuED)

(m) Provisions (continued)

Rehabilitation and dismantling (continued)

Non-infrastructure areas

Rehabilitation obligations relating to non-infrastructure areas are discounted to their present value based on expected future cash flows.  At each 

reporting date the rehabilitation liability is re-measured in line with changes in discount rates, timing or amount of the costs to be incurred and areas to 

be rehabilitated.  Any changes in the liability are recognised in profit or loss as rehabilitation expense, other than the unwinding of the discount which is 

recognised as a finance cost.

Onerous contracts
A provision for onerous contracts is recognised when the expected benefits to be derived by the Group from a contract are lower than the unavoidable 

cost of meeting its obligations under the contract.  The provision is measured at the present value of the lower of the expected cost of terminating the 

contract and the expected net cost of continuing with the contract.  before a provision is established, the Group recognises any impairment loss on the 

assets associated with that contract.

(n) Revenue

Goods sold
Revenue from the sale of coal is measured at the fair value of the consideration received or receivable, net of penalties, returns, discounts, allowances 

and hedging gains/losses.  Revenue is recognised when persuasive evidence exists, usually in the form of an executed sales agreement, that the 

significant risks and rewards of ownership have been transferred to the buyer, recovery of the consideration is probable, the associated costs and 

possible return of goods can be estimated reliably, there is no continuing management involvement with the goods, and the amount of revenue can be 

measured reliably.  

(o) Lease payments
Payments made under operating leases are recognised in profit or loss on a straight-line basis over the term of the lease.  Lease incentives received  
are recognised as an integral part of the total lease expense and spread over the term of the lease.

minimum lease payments made under finance leases are apportioned between the finance expense and the reduction of the outstanding liability.   
The finance expense is allocated to each period during the lease term so as to produce a constant periodic rate of interest on the remaining balance  
of the liability.  

Contingent lease payments are accounted for by revising the minimum lease payments over the remaining term of the lease when the lease adjustment 
is confirmed.

Determining whether an arrangement contains a lease
At inception of an arrangement, the Group determines whether such an arrangement is or contains a lease. A specific asset is the subject of a lease 
if fulfilment of the arrangement is dependent on the use of that specified asset. An arrangement conveys the right to use the asset if the arrangement 
conveys to the Group the right to control the use of the underlying asset. At inception or upon reassessment of the arrangement, the Group separates 
payments and other consideration required by such an arrangement into those for the lease and those for other elements on the basis of their relative 
fair values. If the Group concludes for a finance lease that it is impracticable to separate the payments reliably, an asset and a liability are recognised  
at an amount equal to the fair value of the underlying asset. subsequently the liability is reduced as payments are made and an imputed finance charge 

on the liability is recognised using the Group’s incremental borrowing rate.

(p) Financial income and expenses

Financial income and expenses comprise interest expense on borrowings using the effective interest method, interest income on funds invested, 

amortisation of ancillary costs incurred in connection with arrangement of borrowings and unwinding of the discount on liabilities.

borrowing costs are expensed as incurred, unless costs relate to a qualifying asset, and included in financial expenses using the effective interest 

method.  borrowing costs relating to a qualifying asset, being an asset that necessarily takes a substantial period to prepare for its intended use, are 

capitalised as part of the cost of the asset.

Interest income is recognised in profit or loss as it accrues, using the effective interest method.  Dividend income is recognised on the date that the 

Group’s right to receive payment is established, which in the case of quoted securities is the ex-dividend date.
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3. significant accounting policies (CONTINuED)

(q) Income tax

Income tax expense comprises current and deferred tax.  Current and deferred tax are recognised in profit or loss except to the extent that they relate  

to a business combination, or items recognised directly in equity or in other comprehensive income.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially enacted at the reporting date, and 

any adjustment to tax payable in respect of previous years.

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying amounts of assets and liabilities 

for financial reporting purposes and the amounts used for taxation purposes.  Deferred tax is not recognised for the following temporary differences:  

the initial recognition of goodwill, the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects 

neither accounting nor taxable profit, and differences relating to investments in subsidiaries and associates and jointly controlled entities to the extent 

that they probably will not reverse in the foreseeable future.  The amount of deferred tax recognised is based on the expected manner of realisation 

or settlement of the carrying amount of assets and liabilities, using tax rates that are expected to be applied to the temporary differences when they 

reverse, based on the laws that have been enacted or substantively enacted by the reporting date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and they relate to income 

tax levied by the same tax authority on the same taxable entity, or on different tax entities, but they intend to settle current tax liabilities and assets on 

a net basis or their tax assets and liabilities will be realised simultaneously.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the asset can be 

utilised.  Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit 

will be realised.

Additional income taxes that arise from the distribution of dividends are recognised at the same time as the liability to pay the related dividend is 

recognised.  The Group does not distribute non-cash assets as dividends to its shareholders.

(r) Segment reporting

Determination and presentation of operating segments
As of 1 july 2009 the Group determines and presents operating segments based on the information that internally is provided to the CEO, who is the 

Group’s chief operating decision maker.  This change in accounting policy is due to the adoption of AAsb 8 Operating Segments.  Previously operating 

segments were determined and presented in accordance with AAsb 114 Segment Reporting.  The new accounting policy in respect of operating 

segment disclosures is presented as follows.  

Comparative segment information has been re-presented in conformity with the transitional requirements of such standard.  since the change in 

accounting policy only impacts presentation and disclosure aspects, there is no impact on earnings per share.

An operating segment is a component of the Group that engages in business activities from which it may earn revenues and incur expenses, including 

revenues and expenses that relate to transactions with any of the Group’s other components.  All operating segments’ operating results are regularly 

reviewed by the Group’s CEO to make decisions about resources to be allocated to the segment and assess its performance, and for which discrete 

financial information is available.

segment results that are reported to the CEO include items directly attributable to a segment as well as those that can be allocated on a reasonable 

basis.  unallocated items comprise mainly financial income and expenses,  changes in fair value of other derivative liabilities, net gain/loss on sale of 

controlling interest in subsidiary and disposal of interest in equity accounted investee, depreciation and amortisation relating to corporate assets and 

other corporate expenses.

(s) Goods and services tax

Revenue, 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 Tax 

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 financial 

activities which are recoverable from, or payable to, the ATO are classified as operating cash flows.
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NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
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3. significant accounting policies (CONTINuED)

(t) Earnings per share

The Group presents basic and diluted earnings per share (EPs) data for its ordinary shares.  basic EPs is calculated by dividing the profit or loss 

attributable to ordinary shareholders of the Company by the weighted average number of ordinary shares outstanding during the period.  Diluted EPs is 

determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average number of ordinary shares outstanding for the 

effects of all dilutive potential ordinary shares, which comprise share-based payment awards granted to employees.

(u) Presentation of financial statements

The Group applies revised AAsb 101 Presentation of Financial Statements (2007), which became effective for the Group as of 1 july 2009.  As a result, 

the Group presents in the consolidated statement of changes in equity all owner changes in equity, whereas all non-owner changes in equity are 

presented in the statement of comprehensive income. 

Comparative information has been re-presented so that it also is in conformity with the revised standard. since the change in accounting policy only 

impacts presentation aspects, there is no impact on earnings per share.

(v) New standards and interpretations not yet adopted

The following standards, amendments to standards and interpretations have been identified as those which may impact the Group in the period of initial 

application. They are available for early adoption at 30 june 2010, but have not been applied in preparing this financial report:

•	 AASB	9	Financial Instruments includes requirements for the classification and measurement of financial assets resulting from the first part of Phase 

1 of the project to replace AAsb 139 Financial Instruments: Recognition and Measurement. AAsb 9 will become mandatory for the Group’s 30 

june 2014 financial statements.  Retrospective application is generally required, although there are exceptions, particularly if the entity adopts the 

standard for the year ended 30 june 2012 or earlier.  The Group has not yet determined the potential effect of the standard.

•	 AASB	124	Related Party Disclosures (revised December 2009) simplifies and clarifies the intended meaning of the definition of a related party and 

provides a partial exemption from the disclosure requirements for government-related entities.  The amendments, which will become mandatory  

for Group’s 30 june 2012 financial statements, are not expected to have any impact on the financial statements.

•	 AASB	2009-5	Further amendments to Australian Accounting Standards arising from the Annual Improvements Process affect various AAsbs 

resulting in minor changes for presentation, disclosure, recognition and measurement purposes.  The amendments, which become mandatory for  

the Group’s 30 june 2011 financial statements, are not expected to have a significant impact on the financial statements.

•	 AASB	2009-8	Amendments to Australian Accounting Standards – Group Cash-settled Share-based Payment Transactions resolves diversity 

in practice regarding the attribution of cash-settled share-based payments between different entities within the Group.  As a result of the 

amendments AI 8 Scope of AASB 2 and AI 11 AASB 2 – Group and Treasury Share Transactions will be withdrawn from the application date.   

The amendments, which become mandatory for the Group’s 30 june 2011 financial statements, are not expected to have a significant impact on  

the financial statements.

•	 AASB	2009-10	Amendments to Australian Accounting Standards – Classification of Rights Issue [AAsb 132] (October 2010) clarify that rights, 

options or warrants to acquire a fixed number of an entity’s own equity instruments for a fixed amount in any currency are equity instruments if 

the entity offers the rights, options or warrants pro-rata to all existing owners of the same class of its own non-derivative equity instruments.   

The amendments, which will become mandatory for the Group’s 30 june 2011 financial statements, are not expected to have any impact on the 

financial statements.

•	 IFRIC	19	Extinguishing Financial Liabilities with Equity Instruments addresses the accounting by an entity when the terms of a financial liability  

are renegotiated and result in the entity issuing equity instruments to a creditor of the entity to extinguish all or part of the financial liability.   

IFRIC 19 will become mandatory for the Group’s 30 june 2011 financial statements, with retrospective application required.  The interpretation 

is not expected to have a significant impact on the financial statements.
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4. DeteRmination of faiR values

A number of the Group’s accounting policies and disclosures require the determination of fair value, for both financial and non-financial assets and 

liabilities.  Fair values have been determined for measurement and/or disclosure purposes based on the following methods.  where applicable, further 

information about the assumptions made in determining fair values is disclosed in the notes specific to that asset or liability.

Property, plant and equipment
The fair value of property, plant and equipment recognised as a result of a business combination is based on market values.  The market value of property 

is the estimated amount for which a property could be exchanged on the date of valuation between a willing buyer and a willing seller in an arm’s length 

transaction after proper marketing wherein the parties had each acted knowledgeably, prudently and without compulsion.  The market value of items of 

plant and equipment is based on the quoted market prices for similar items when available and replacement cost when appropriate.

Trade and other receivables/payables
The fair value of trade and other receivables/payables is estimated as the present value of future cash flows, discounted at the market rate of interest at 

the reporting date.  This fair value is determined for disclosure purposes.

Finance lease liabilities 
Fair value, which is determined for disclosure purposes, is calculated based on discounted expected future principal and interest cash flows for finance 

leases.  The market rate of interest is determined by reference to similar lease agreements.

Derivatives
Foreign currency derivative contracts are recognised at fair value based on their listed market price, if available.  If a listed market price is unavailable, then 

the fair value is estimated by discounting the difference between the contractual forward price and the current forward price for the residual maturity of 

the contract using a risk-free interest rate (based on government bonds).

Financial derivatives relating to contractual obligations and an option for the sale of shares in a jointly controlled entity to a third party are measured based 

on the fair value of the underlying entity to which the shares relate. The underlying entity is valued based on a discounted life of mine cash-flow approach.

Fair values reflect the credit risk of the instrument and include adjustments to take account of the credit risk of the Group entity and counterparty when 

appropriate.

Share-based payment transactions

Long Term Incentive Plan

The fair value of shares granted under the Long Term Incentive Plan is measured using binomial Tree (EPs and ROIC hurdles) and monte-Carlo simulation 

(TsR hurdle) valuation methodologies, taking into account the terms and conditions upon which the performance rights were granted.  measurement inputs 

include share price at grant date, expected volatility (based on weighted average historic volatility adjusted for changes expected due to publicly available 

information), weighted average expected life of the instruments (based on historical experience and general option holder behaviour), expected dividends, 

and the risk-free interest rate (based on government bonds).  The likelihoods of meeting service and non-market performance conditions attached to the 

transactions are not taken into account in determining fair value.

5. financial Risk management

Overview

The Group has exposure to the following risks from its use of financial instruments:

•	 credit	risk

•	 liquidity	risk

•	 market	risk

•	 operational	risk

This note presents information about the Group’s exposure to each of the above risks, its objectives, policies and processes for measuring and managing 

risk, and the management of capital. Further quantitative disclosures are included throughout these financial statements.
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NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
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5. financial Risk management (CONTINUED)

Risk management framework

The board of Directors (“board”) has overall responsibility for the establishment and oversight of the risk management framework. The board has an Audit 

and Risk management Committee, which is responsible for developing and monitoring risk management policies. The committee reports regularly to the 

board of Directors on its activities.

Risk management policies are established to identify and analyse the risks faced by the Group, to set appropriate risk limits and controls, and to monitor 

risks and adherence to limits.  Risk management policies and systems are reviewed regularly to reflect changes in market conditions and the Group’s 

activities.  The Group, through its training and management standards and procedures, aims to develop a disciplined and constructive control environment in 

which all employees understand their roles and obligations.

The Audit and Risk management Committee also oversees how management monitors compliance with the Group’s risk management policies and 

procedures and reviews the adequacy of the risk management framework in relation to the risks faced by the Group. 

The Audit and Risk management Committee is assisted in its oversight role by Internal Audit.  Internal Audit undertakes both regular and ad hoc reviews of 

risk management controls and procedures, the results of which are reported to the Audit and Risk management Committee.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet its contractual obligations, and arises 

principally from the Group’s receivables from customers.  

The credit risk on financial assets of the Group, which have been recognised in the statement of financial position, is the carrying amount, net of impairment.

The maximum exposure to credit risk is represented by the carrying amount of each financial asset, including derivative financial instruments, in the 

statement of financial position.

Credit risk on cash, deposits and derivative contracts is managed by ensuring that counterparties are recognised financial intermediaries with acceptable 

long term credit ratings of A- or above from standard & Poor’s, and using several counterparties for transactions.

Trade and other receivables

The Audit and Risk management Committee has established a credit policy under which each new customer is subject to the Group’s standard letter of 

credit terms and conditions unless otherwise authorised by the board.  Open terms are only extended to customers after a proper credit assessment has 

been performed and only then are specific payment and delivery terms and conditions offered. The Group’s credit assessment review includes external 

ratings, when available.  Purchase limits are established for each customer on a case by case basis. 

The Group minimises concentrations of credit risk by undertaking transactions with a number of customers in various countries.  The majority of the Group’s 

customers are the world’s largest steel producers with well established reputations for the purchase of bulk commodities including coal.  Credit risk on 

customers is also reduced by entering into letters of credit with customers or utilising trade finance, if available, as considered necessary.

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer. The demographics of the Group’s customer base, 

including the default risk of the industry and country in which customers operate, has less of an influence on credit risk. Approximately 17% (2009: 16%) of 

the Group’s revenue is attributable to sales transactions with a single customer. 

The Group has made no allowance for impairment of receivables. Given the size and good credit standing of the customers with which the Group deals, 

management have assessed the probability of loss as being remote. 

Investments

The Group limits its exposure to credit risk by only investing in liquid securities and only with counterparties that have a short term credit rating of at least 
A2 from standard & Poor’s. management actively monitors credit ratings and given that the Group has only invested in securities with high credit ratings, 
management does not expect any counterparty to fail to meet its obligations.

Guarantees

The Group has provided financial guarantees, details of which are provided in Note 32.
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5. financial Risk management (CONTINUED)

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. The Group’s approach to managing liquidity is to 
ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without 
incurring unacceptable losses or risking damage to the Group’s reputation.

The Group utilises a rolling cash flow forecast compared to its unused facilities to ensure that it has sufficient cash on demand as and when required over 
that forecasting period, including the servicing of financial obligations. 

Market risk

market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and coal prices will affect the Group’s profit or the 

value of its holdings of financial instruments. The objective of market risk management is to manage and control market risk exposures within acceptable 

parameters, while optimising the return.  The Group’s Treasury Committee manages and monitors market risk and oversees the compliance with the Group 

Treasury policy and provides key inputs into financing strategies.

The Group enters into derivatives, and also incurs financial liabilities, in order to manage market risks. All such transactions are carried out within the 

guidelines set by the Audit and Risk management Committee.

Currency risk

The Group is exposed to currency risk predominantly on sales, and to some extent on purchases that are denominated in a currency other than the respective 

functional currencies of Group entities, primarily the Australian dollar (AuD). The currency in which these transactions primarily are denominated is usD.

The Group’s policy is to hedge up to 85% of the expected foreign currency revenues from fixed price usD contracts (generally for no longer than a 12 month 

period).  The Group principally uses forward exchange contracts to hedge its currency risk, most with a maturity of less than 12 months. 

Interest rate risk

The Group’s main interest rate risk arises from borrowings.  borrowings issued at variable rates expose the Group to cash flow interest rate risk.  The Group’s 

key interest rate risk management objective is to hedge where the movement in interest rates would have a significant profit and loss or cash flow effect on 

the Group. This would be achieved by entering into interest rate swaps. As at 30 june 2010 there were no interest rate swaps in place (2009: Nil).

Commodity price risk

The Group is exposed to the risk of fluctuations in prevailing market commodity prices on the mix of coal products it produces.  The Group’s policy is to manage 

these risks through the use of quarterly fixed price contracts (2009: annual fixed price contracts) for Pulverised Coal Injection (PCI) coal and coking coal which 

represent approximately 90% (2009: 80%) of total sales.

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the Group’s processes, personnel, technology and 

infrastructure, and from external factors other than credit, market and liquidity risks such as those arising from legal and regulatory requirements and generally 

accepted standards of corporate behaviour. Operational risks arise from all of the Group’s operations.

The Group’s objective is to manage operational risk so as to balance the avoidance of financial losses and damage to the Group’s reputation with overall cost 

effectiveness and to avoid control procedures that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to address operational risk is assigned to the Audit and Risk management Committee 

(“ARmC”). The ARmC’s objective is to assist the board to fulfil its responsibilities in relation to accounting, risk management and financial reporting practices.

The ARmC oversees and makes recommendations to the board on:

•	 the	adequacy	and	effectiveness	of	the	accounting	system	and	internal	control	environment

•	 the	adequacy	of	the	system	for	compliance	with	relevant	laws,	regulations,	standards	and	codes

•	 the	effectiveness	of	the	risk	management	system	(particularly	with	respect	to	the	management	and	monitoring	of	material	business	risks)

•	 the	independence,	objectivity,	scope	and	quality	of	any	internal	and	external	audit

•	 the	frequency	and	significance	of	all	transactions	with	related	parties	in	addition	to	assessing	their	propriety

•	 the	integrity	and	quality	of	the	Group’s	internal	and	external	financial	reporting.

Compliance with Group standards is supported by a programme of periodic reviews undertaken by Internal Audit. The results of Internal Audit reviews are 

discussed with management, with summaries submitted to the ARmC.
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5. financial Risk management (CONTINUED) 

Capital management

The board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to sustain future development of the business. 

The board monitors the Group’s capital and funding position, through key ratio analysis. The board also determines the level of dividends to shareholders.

In july 2009, the Group offered Australian and New Zealand retail shareholders up to $15,000 worth of shares under a non-underwritten share Purchase 

Plan (sPP) at $6.00 per share.  The offer price equalled the price of shares offered under the Institutional Placement in june 2009.  A total of 10,352,860 

shares were issued under the sPP on 24 july 2009 raising $62,117,000.  The shares were quoted on the Australian stock Exchange on 27 july 2009.  The 

proceeds from the sPP will enable the Group to meet growth milestones by providing the necessary funding for the development of future projects.  The sPP 

has also strengthened the Group’s financial position.

There were no changes in the Group’s general approach to capital management during the year. 

6. opeRating segments

The Group has three reportable segments, as described below, which are the Group’s strategic business units. The reportable segments are managed 

separately due to their phase of mining activity and reflect the Group’s internal reporting structure.  The Group’s CEO (chief operating decision maker) 

reviews internal management reports on a monthly basis.

The Group has the following reportable segments:

•	 Production: Includes operating mines at Coppabella and moorvale for the commercial production of Lv PCI, coking and thermal coal.

•	 Development: Relates to middlemount mine development project which will produce PCI and semi-hard coking coal.

•	 Exploration and evaluation: Includes a number of projects at varying stages of the exploration and evaluation phase.

The application of AAsb 8 Operating Segments required the addition of a new reportable segment, “Development”, and the removal of the “Other” segment. 

The comparative segment information has been restated and has been presented in conformity with the requirements of AAsb 8 Operating Segments.

Information regarding the results of each reportable segment is included below. Performance is measured based on segment profit before income tax as 

included in the internal management reports that are reviewed by the Group’s CEO. segment profit before income tax is used to measure performance as 

management believes that such information is the most relevant in evaluating the results of certain segments relative to other entities that operate within 

these industries.  Inter-segment pricing, when applicable, is determined on an arm’s length basis.

Information about reportable segments
Production

 $’000
Development

$’000

Exploration and
Evaluation

$’000
Total
$’000

30 June 2010

External sales revenue 670,502 - - 670,502

Financial income 40 - 160 200
Financial expenses (10,175) - - (10,175)
Depreciation and amortisation (30,961) - - (30,961)

Reportable segment profit/(loss) before income tax 213,906 (10,810) (3,513) 199,583
Reportable segment assets 737,239 286,370 138,388 1,161,997

30 June 2009

External sales revenue 695,417 - - 695,417

Financial income 60 - 76 136
Financial expenses (6,868) - - (6,868)
Depreciation and amortisation (20,658) - - (20,658)

Reportable segment profit/(loss) before income tax 264,310 (6,734) (9,090) 248,486

Reportable segment assets 691,366 305,821 143,953 1,141,140
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6. opeRating segments (CONTINuED)

Reconciliations of reportable segment revenues, profit or loss and assets

Revenues
2010
$’000

2009
$’000

Total revenue for reportable segments 670,502 695,417

Profit or loss

Total profit before income tax for reportable segments 199,583 248,486
unallocated amounts:

Depreciation and amortisation (318) (591)
Change in fair value of other derivative liabilities (14,010) 7,771
Financial income 13,974 3,136
Financial expenses (1,994) (2,044)
Net gain on sale of controlling interest in subsidiary - 5,139
Net loss on partial disposal of equity accounted investee (1,641) -
Other corporate expenses (22,748) (19,701)

Consolidated profit before income tax 172,846 242,196

Assets
2010
$’000

2009
$’000

Total assets for reportable segments 1,161,997 1,141,140

unallocated amounts:  

Cash and cash equivalents 348,216 267,576
Property, plant and equipment 1,397 1,584
Other corporate assets 55,461 17,704

Consolidated total assets 1,567,071 1,428,004

Geographical segments

The Group operates predominately in Australia.  All non-current assets of the Group are based in Australia. There were no coal sales attributable to 

Australia in the year (2009: $Nil).

In presenting information on the basis of geographical segments, segment revenue is based on the geographical location of customers.

Geographical information
2010
$’000

2009
$’000

japan 168,946 193,974
Korea 129,896 123,469

China 105,989 54,952
brazil 78,371 64,231
uK 54,535 65,523
France 43,754 26,182
Italy 29,939 21,540
switzerland 12,679 104,049

Other countries 46,393 41,497
Total 670,502 695,417

Major customers

Revenues from three customers (2009: two customers) of the Group’s production segment represent approximately $296,075,000 (2009: $188,112,000) of the 

Group’s total revenues. 
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7. otheR income

2010
$’000

2009
$’000

management fee – related parties 253 621
Net gain on sale of controlling interest in subsidiary - 5,139
Net foreign exchange gains - 22,508
Change in fair value of other derivative liabilities - 7,771
Contract renegotiation settlements - 30,966
Net gain on sale of infrastructure capacity 10,600 -
sundry – other parties 9 10

10,862 67,015
During the year ended 30 june 2010, the Group earned a net gain of $10,600,000 on the sale of excess rail capacity.

During the year ended 30 june 2009, the Group sold a 14.285% interest in Custom mining Dingo Pty Ltd to Paway Limited for $6,500,000 in cash, resulting in 

a gain on sale of $5,139,000.

8. otheR expenses

2010
$’000

2009
$’000

Exploration and evaluation expensed as incurred 17 133
Depreciation 285 754
Farm-in and related termination payments - 2,045
Net loss on disposal of non-current assets 42 35
Net foreign exchange losses 2,975 -
Change in fair value of other derivative liabilities 14,010 -
settlement of ineffective cash flow hedges - 36,811
Transaction costs 6,924 -
Related party debt forgiveness - 44
Net loss on partial disposal of equity accounted investee 1,641 -

25,894 39,822

During the year ended 30 june 2010, the Group revalued derivative contracts arising from the acquisition of Custom mining Limited Group, resulting in a loss 

of $14,010,000 (2009: $7,771,000 fair value gain) on revaluation of the derivative contracts.

During the year ended 30 june 2010, the Group incurred transaction costs for potential mergers and acquisitions of $6,924,000 (2009: $Nil).

In April 2010, the Group disposed of 2.18% of its equity accounted investment in middlemount Coal Pty Ltd. This resulted in a net loss on disposal of 

$1,641,000.  Refer Note 30 for further details.

9. peRsonnel expenses

Note
2010
$’000

2009
$’000

wages and salaries 7,985 6,076
Other associated personnel expenses 1,693 1,530
Contributions to defined contribution superannuation funds 427 335
Increase in liability for annual leave 955 879
Increase in liability for long-service leave 157 21
Increase / (decrease) in liability for sick leave (68) 464
Equity-settled share-based payment transactions 24 368 203
Termination benefits 267 186

11,784 9,694

F
or

 p
er

so
na

l u
se

 o
nl

y



127mACARThuR COAL LImITED     2010     ANNuAL REPORT     

NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
FOR ThE YEAR ENDED 30 juNE 2010

10. auDitoRs’ RemuneRation

2010
$

2009
$

Audit services

Auditors of the Group – KPmG

•	Audit and review of financial reports  
- Current year 397,000 355,000

- Prior year 42,955 250,000

•	Audit of joint venture operations (b)

- Current year 214,036 191,460

- Prior year 38,246 21,990

•	Other regulatory audit services 3,000 2,750

695,237 821,200
Other services

Auditors of the Group – KPmG

•	 Corporate governance and forensic services 19,209 61,276

•	 Taxation services 122,890 161,940

•	 Other advisory services (A) 51,480 321,342

•	 joint venture operations – Other services (b) (C) 3,660 2,932

197,239 547,490
(A) Provision of accounting and other advice in relation to transaction work and financing arrangements.
(b) Represents the Group’s share of remuneration paid for audit and other services incurred by joint ventures.
(C) Represents tax advice and other assurance services.

It is the Group’s policy to engage KPmG to provide services additional to their statutory audit duties where KPmG’s expertise and experience with the Group are 
important and it is logical and efficient for them to provide those services.  The provision of non-audit services during the year by KPmG is compatible with, and 
did not compromise the auditor independence requirements of the Corporations Act 2001.

All non-audit services were subject to Corporate Governance procedures adopted by the Group, that is, non-audit services provided by KPmG were limited, in 
accordance with the Audit and Risk management Committee Charter, to those which could not be perceived to be materially in conflict with the role of the auditor.

Non-audit services provided by KPmG were undertaken in a manner not to undermine the general principles relating to auditor independence as set out in The 
Accounting Ethical standards board Code of Ethics for Professional Accountants (APEs 110) as services did not involve:

•	 Reviewing	or	auditing	the	auditor’s	own	work

•	 Acting	in	a	management	or	decision	making	capacity	for	the	Group	or	having	a	financial	interest	in	the	Group

•	 Acting	as	an	advocate	for	the	Group

•	 Jointly	sharing	in	risks	or	rewards.

The non-audit services work performed by KPmG has been primarily limited to tax compliance, forensic services and other advisory services.  The services of 
other reputable accounting firms were retained to reduce the requirement for KPmG to provide non-audit related services.

11. financial income anD expenses

Recognised in profit and loss
2010
$’000

2009
$’000

Interest income on cash and short-term deposits 14,174 3,272
Financial income 14,174 3,272

Financing costs (377) (2,475)
Interest expense on financial liabilities measured at amortised cost (7,695) (4,490)
unwind of discount on liabilities (4,097) (1,947)

Financial expense (12,169) (8,912)
Net financial income/(expenses) 2,005 (5,640)
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12. income tax expense

(a) Recognised in profit or loss

2010
$’000

2009
$’000

Current tax expense

Current year 59,283 77,269
Adjustments for prior years (5,411) (2,310)

53,872 74,959
Deferred tax expense  
Origination and reversal of temporary differences (6,090) (1,321)

(6,090) (1,321)
Total income tax expense from continuing operations 47,782 73,638

b) Numerical reconciliation between tax expense and pre-tax net profit

2010
$’000

2009
$’000

Profit for the year 125,064 168,558
Total income tax expense 47,782 73,638
Profit excluding income tax 172,846 242,196
Income tax using the domestic corporation tax rate of 30% (2009: 30%) 51,854 72,659
Increase in income tax expense due to:  
•	 Non-deductible expenses 7,451 3,947

Decrease in income tax expense due to:  
•	 Tax exempt income and other items (4,123) (2,514)

55,182 74,092
under/(over) provided in prior years (7,400) (454)

47,782 73,638

(c) Income tax recognised directly in equity
2010  
$’000

2009  
$’000

Before Tax

Tax 
(expense) 

benefit Net of Tax Before Tax

Tax 
(expense) 

benefit Net of Tax
Equity raising costs (393) 118 (275) (6,616) 1,985 (4,631)

(d) Income tax recognised directly in other comprehensive income

Cash flow hedges (20,483) 6,145 (14,338) (9,648) 2,894 (6,754)
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13. tax assets anD liaBilities

Current tax assets and liabilities

The current tax liability for the Group of $55,025,000 (2009: $58,582,000) represents the amount of income tax payable in respect of current and prior 

financial years.

Recognised deferred tax assets and liabilities

Deferred tax assets and liabilities are attributable to the following:

Assets Liabilities Net
2010

$’000
2009
$’000

2010
$’000

2009
$’000

2010
$’000

2009
$’000

Property, plant and equipment - - 2,821 2,376 2,821 2,376
Employee benefits (1,579) (1,266) - - (1,579) (1,266)
Inventories - - 208 258 208 258
Loans and borrowings (1,801) (1,979) - - (1,801) (1,979)
Provisions (10,218) (10,744) - - (10,218) (10,744)
Amounts payable for future user charges (1,497) (2,102) - - (1,497) (2,102)
Overburden in advance - - 49,936 50,985 49,936 50,985
mining property and development - - 15,420 15,031 15,420 15,031
Exploration and evaluation - - 21,229 20,156 21,229 20,156
Foreign currency derivative contracts (1,350) - - 4,706 (1,350) 4,706
Other items (1,552) - - 7,144 (1,552) 7,144
Investments in equity accounted investees - - 6,273 5,980 6,273 5,980
Equity raising costs (1,286) (1,588) - - (1,286) (1,588)
Tax (assets)/liabilities (19,283) (17,679) 95,887 106,636 76,604 88,957

set off of tax 19,283 17,679 (19,283) (17,679) -  -
Net tax (assets)/liabilities - - 76,604 88,957 76,604 88,957

Unrecognised deferred tax assets

Deferred tax assets have not been recognised in respect of the following items:

2010
$’000

2009
$’000

Investments in equity accounted investees 18,144 10,843

The deferred tax assets have not been recognised in respect of these items because it is not probable that future capital gains will be available against 
which the Group can utilise these benefits. 
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13. tax assets anD liaBilities (CONTINUED)

Movement in temporary differences during the year

Balance
30 June 09

$’000

Recognised in 
profit or loss

$’000

Recognised 
directly in equity

$’000

Recognised 
in other 

comprehensive 
income 

$’000

Balance
30 June 10

$’000

Property, plant and equipment 2,376 445 - - 2,821
Inventories 258 (50) - - 208
Loans and borrowings (1,979) 178 - - (1,801)
Employee benefits (1,266) (313) - - (1,579)
Provisions (10,744) 526 - - (10,218)
Amounts payable for future user charges (2,102) 605 - - (1,497)
Overburden in advance 50,985 (1,049) - - 49,936
mining property and development 15,031 389 - - 15,420
Exploration and evaluation 20,156 1,073 - - 21,229
Other items 7,144 (8,696) - - (1,552)
Foreign currency derivative contracts 4,706 89 - (6,145) (1,350)
Investments in equity accounted investees 5,980 293 - - 6,273
Equity raising costs (1,588) 420 (118) - (1,286)

88,957 (6,090) (118) (6,145) 76,604

Balance
30 June 08

$’000

Recognised in 
profit or loss

$’000

Recognised 
directly in equity

$’000

Recognised 
in other 

comprehensive 
income 

$’000

Balance
30 June 09

$’000

Property, plant and equipment 1,780 596 - - 2,376
Inventories 876 (618) - - 258
Loans and borrowings (2,534) 555 - - (1,979)
Employee benefits (857) (409) - - (1,266)
Provisions (7,723) (3,021) - - (10,744)
Amounts payable for future user charges (2,673) 571 - - (2,102)
Overburden in advance 53,407 (2,422) - - 50,985
mining property and development 15,645 (614) - - 15,031
Exploration and evaluation 18,213 1,943 - - 20,156
Other items 5,060 2,084 - - 7,144
Foreign currency derivative contracts 7,689 (89) - (2,894) 4,706
Investments in equity accounted investees 6,274  (294) - - 5,980
Equity raising costs - 397 (1,985) - (1,588)

95,157 (1,321) (1,985) (2,894) 88,957
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14. eaRnings peR shaRe

Basic earnings per share

The calculation of basic earnings per share at 30 june 2010 was based on the profit attributable to ordinary shareholders of $125,064,000 (2009: 
$168,558,000) and a weighted average number of ordinary shares outstanding during the year ended 30 june 2010 of 253,680,737 (2009: 212,681,302), 
calculated as follows:

Profit attributable to ordinary shareholders

2010
$’000

2009
$’000

Profit attributable to ordinary shareholders 125,064 168,558

Weighted average number of ordinary shares

2010
No. shares

2009
No. shares

Issued ordinary shares at 1 july 243,980,249 212,156,739
Effect of shares issued in june 2009 - 524,563
Effect of shares issued in july 2009 9,700,488 -
weighted average number of ordinary shares at 30 june 253,680,737 212,681,302

Diluted earnings per share

The calculation of diluted earnings per share at 30 june 2010 was based on profit attributable to ordinary shareholders of $125,064,000 (2009: $168,558,000) 

and a weighted average number of ordinary shares outstanding during the year ended 30 june 2010 of 253,814,065 (2009: 212,819,392), calculated as follows:

Profit attributable to ordinary shareholders (diluted)

2010
$’000

2009
$’000

Net profit attributable to ordinary shareholders (diluted) 125,064 168,558

Weighted average number of ordinary shares (diluted)

2010
No. shares

2009
No. shares

Issued ordinary shares at 1 july 243,980,249 212,156,739
Effect of shares issued in june 2009 - 524,563
Effect of shares issued in july 2009 9,700,488 -
Effect of unvested rights and vested rights not issued 133,328 138,090
weighted average number of ordinary shares (diluted) at 30 june 253,814,065 212,819,392

15. cash anD cash equivalents

2010
$’000

2009
$’000

Cash at bank and on hand 115,697 82,326
bank deposits 232,519 185,250
Cash and cash equivalents in the statement of cash flows 348,216 267,576

The weighted average effective interest rate on the outstanding bank term deposits is 5.7% (2009: 4.1%).  The deposits have a weighted average maturity  

of 62 days (2009: 74 days).  

The Group’s exposure to interest rate risk and a sensitivity analysis for financial assets and liabilities are disclosed in Note 28.
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16. tRaDe anD otheR ReceivaBles

2010
$’000

2009
$’000

Current

Trade receivables 70,898 38,961
Other receivables and prepayments 20,805 16,002
Amounts receivable from related entities – unsecured 117,402 132,645

209,105 187,608
Non-current

security deposits 35 117
Other receivables and prepayments - 683
Amounts receivable from related entities – unsecured 75,274 -

75,309 800

No impairment losses (2009: $Nil) have been recognised in the current year.

The Group’s exposure to credit and currency risks and impairment losses related to trade and other receivables are disclosed in Note 28.

17. inventoRies
2010
$’000

2009
$’000

Current

Raw materials and consumables, at cost 11,282 8,608
Coal stocks, at cost 38,480 35,004

49,762 43,612
Non-current

Raw materials and consumables, at cost - 187

- 187

Refer Note 23 for details of security over inventories.

Cost of inventories recognised as cost of sales amounted to $331,380,000 (2009: $303,511,000).  

18. otheR financial assets
2010
$’000

2009
$’000

Current

Cash and deposits – not at call 26,211 23,996
Foreign currency derivative contracts - 15,686

26,211 39,682
Non-current

Cash and deposits – not at call 4,263 2,745

4,263 2,745

Non-current cash and deposits – not at call have been pledged as collateral for arrangements relating to wiggins Island feasibility study costs, refer Notes 
23 and 32.

The Group’s exposure to credit, currency and interest rate risks related to other financial assets is disclosed in Note 28.
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19. oveRBuRDen in aDvance
2010
$’000

2009
$’000

Current

Overburden in advance 146,548 138,117

Non-current

Overburden in advance 19,905 31,834

20. pRopeRty, plant anD equipment
2010
$’000

2009
$’000

mining property and development (including mining rights and coal resources)

At cost 170,310 167,859
Less accumulated depreciation (61,423) (54,293)

108,887 113,566
Freehold land

At cost 3,730 3,730

buildings and infrastructure

At cost 95,277 85,332
Less accumulated depreciation (51,952) (45,031)

43,325 40,301
Plant and equipment

At cost 23,359 17,826
Less accumulated depreciation (6,640) (4,424)

16,719 13,402
Leased assets

At cost 116,644 111,620
Less accumulated depreciation (25,388) (9,384)

91,256 102,236
Capital works in progress

At cost 4,055 13,562

267,972 286,797

Refer to Note 23 for details of security over property, plant and equipment.
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20. pRopeRty, plant anD equipment (CONTINuED)
2010
$’000

2009
$’000

Reconciliations

Reconciliation of the carrying amounts for each class of property, plant and equipment are set out below:

•	 mining property and development

Carrying amount at 1 july 113,566 96,103

- Additions 670 1,238

- Reclassification from exploration and evaluation assets - 21,898
- Effect of movement in rehabilitation asset 1,836 397
- Depreciation (7,185) (6,070)
Carrying amount at 30 june 108,887 113,566

•	 Freehold land

Carrying amount at 1 july 3,730 3,730
- Additions - -
Carrying amount at 30 june 3,730 3,730

•	 buildings and infrastructure

Carrying amount at 1 july 40,301 44,330
- Additions 28 1,282
- Transfers from capital works in progress 11,534 562
- Effect of movement in dismantling asset (1,617) 2,049  
- Depreciation (6,921) (7,922)
Carrying amount at 30 june 43,325 40,301

•	 Plant and equipment

Carrying amount at 1 july 13,402 24,935
- Additions 89 1,495
- Transfers from capital works in progress 5,535   6,334
- Disposals (41) (17,639)
- Depreciation (2,266) (1,723)
Carrying amount at 30 june 16,719 13,402

•	 Leased assets

Carrying amount at 1 july 102,236 18,431
- Additions 5,024 90,798
- Depreciation (16,004) (6,993)
Carrying amount at 30 june 91,256 102,236

•	 Capital works in progress

Carrying amount at 1 july 13,562 1,974
- Additions 7,562 18,484
- Transfers to other classes of property, plant and equipment (17,069) (6,896)
Carrying amount at 30 june 4,055 13,562
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20. pRopeRty, plant anD equipment (CONTINuED)

The following depreciation was recognised as an expense in profit and loss:

2010
$’000

2009
$’000

mining property and development 6,863 6,070
buildings and infrastructure 6,825 7,231

Plant and equipment 2,192 1,573

Leased assets 15,399 6,385

31,279 21,259

Leased assets

The Group leases production equipment under a number of finance lease agreements.  some leases provide the Group with the option to purchase 

the equipment.  The leased equipment is secured by lease obligations (refer Note 23).  At 30 june 2010, the net carrying amount of leased assets was 

$91,256,000 (2009: $102,236,000).

21. exploRation anD evaluation assets
2010
$’000

2009
$’000

Costs carried forward in respect of areas of interest in exploration and/or evaluation – intangible 81,226 70,916

Cost

balance at 1 july 70,916 76,600
Exploration costs written off - (330)
Reclassification to property, plant and equipment - (21,898)
Exploration and evaluation costs capitalised 10,310 16,544
balance at 30 june 81,226 70,916

The ultimate recoupment of costs carried forward as exploration and evaluation assets is dependent on the successful development and commercial 

exploitation, or alternatively, sale of the respective areas of interest.

22. tRaDe anD otheR payaBles
2010
$’000

2009
$’000

Current

Trade payables 28,787 16,127
Other payables and accrued expenses 67,372 48,284
Amounts payable to related entities – unsecured 29,518 33,198

125,677 97,609

The Group’s exposure to currency and liquidity risk to trade and other payables is disclosed in Note 28.
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23. loans anD BoRRowings

This note provides information about the contractual terms of the Group’s interest-bearing loans and borrowings. For more information about the Group’s 

exposure to interest rate, foreign currency and liquidity risk, see Note 28.

2010
$’000

2009
$’000

Current liabilities

Finance lease liabilities 13,890 12,843

Deferred liability for acquisition of mining interest – unsecured 1,932 1,739

15,822 14,582
Non-current liabilities

Finance lease liabilities 79,526 88,392
Deferred liability for acquisition of mining interest – unsecured 4,074 4,859

83,600 93,251

Deferred liability for acquisition of mining interest – unsecured

In December 2003 the Group purchased an additional 23.3% interest in the Coppabella Project.  As part of the acquisition, the Group entered into an 

arrangement to progressively purchase the 23.3% interest in the exploration tenements each six months, over a 10 year period.  In accordance with 

Australian Accounting standards the deferred liability has been reflected at its present value in the financial statements, discounted at 10.1% (2009: 10.5%) 

based on 5.1% (2009: 5.5%) interest plus risk adjusted margin.

2010
$’000

2009
$’000

Financial facilities

bank loans – Corporate Facility 

•	 Amortising cash advance facility (2010: us$Nil and 2009: us$6,000,000) - 7,395
•	 Revolving cash advance facility (2010: us$Nil and 2009: us$20,000,000) - 24,649

bank Guarantee Facility 65,000 65,000

Cash backed bank guarantees 4,263 3,078

69,263 100,122
Facilities utilised at reporting date

bank Guarantee Facility 64,676 61,851
Cash backed bank guarantees 4,263 3,078

68,939 64,929
Facilities not utilised at reporting date

bank loans – Corporate Facility 

•	 Amortising cash advance facility (2010: us$Nil and 2009: us$6,000,000) - 7,395
•	 Revolving cash advance facility (2010: us$Nil and 2009: us$20,000,000) - 24,649
bank Guarantee Facility 324 3,149

324 35,193
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23. loans anD BoRRowings (CONTINuED) 

Corporate Facility

Bank Loans

During the year ended 30 june 2010 the Group’s Corporate cash advance facilities expired with only the bank Guarantee Facility extended until 31 December 
2010 until a new facility is negotiated.

1) Cash advance facilities

(a) Amortising cash advance facility

The facility limit is denominated in united states dollars and was us$Nil (2009: us$30,000,000) as it has been closed during the year ended 30 

june 2010.  The amortised facility limit at 30 june 2010 is us$Nil (2009: us$6,000,000).

The interest rate applicable to the cash advance facility comprises bbsY (2009: bbsY) plus a minimum margin of 0.95% per annum. There is no 

effective interest rate at 30 june 2010 (2009: Nil%) as the facility had been closed by the reporting date. 

(b) Revolving cash advance facility

The revolving cash advance facility loan limit is denominated in united states dollars and was us$Nil (2009: us$20,000,000) as it had been closed 

during the year ended 30 june 2010.  

The interest rate applicable to the cash advance facility comprises bbsY (2009: bbsY) plus a minimum margin of 0.95% per annum.  There is no 

effective interest rate at 30 june 2010 (2009: Nil%) as the facility had been closed by the reporting date.

2) Bank Guarantee Facility

The bank guarantee facility is denominated in Australian dollars as a A$65,000,000 (2009: A$65,000,000) limit expiring at 31 December 2010.  The 

facility can be drawn in Australian dollars, incorporating a sub-limit of the equivalent of A$4,000,000 (2009: A$4,000,000) which can be drawn in united 

states dollars.  The facility limit at 30 june 2010 is A$65,000,000 (2009: A$65,000,000). bank guarantee fees are payable at a rate between 0.35% and 

0.75% (2009: 0.55%) per annum and a fee of 0.30% (2009: 0.22%) per annum applies to the unused portion of the bank Guarantee Facility.

Security

The Corporate Facility is secured by a guarantee provided by macarthur Coal Limited and charges over the Group’s interest in the Coppabella and 

moorvale joint venture including all of the assets and undertakings of the controlled entity, Coppabella Coal Pty Ltd and charges over the assets and 

undertakings of the controlled entity, macarthur Coal management Pty Ltd and the Company’s shares in Coppabella Coal Pty Ltd and macarthur Coal 

management Pty Ltd and intercompany loans to the controlled entities.

 Assets pledged under security arrangements

The carrying amounts of the pledged non-current assets are as follows:

2010
$’000

2009
$’000

mining property and development 108,887 113,566

Land 3,730 3,730

buildings and infrastructure 43,325 40,301

Plant and equipment 15,322 11,818

Leased assets (refer below) 91,256 102,236

Inventories - 187

Capital works in progress 4,055 13,562

Receivables 75,309 748
Overburden in advance 19,905 31,834

361,789 317,982

 Cash backed bank guarantees

The Group utilises cash backed guarantees in addition to the Corporate Facility. No facility limit exists on these instruments.
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23. loans anD BoRRowings (CONTINuED) 

Finance lease liabilities

Finance lease liabilities of the Group are payable as follows:
Minimum 

lease 
payments Interest Principal

Minimum 
lease 

payments Interest Principal
2010 
$’000

2010 
$’000

2010 
$’000

2009 
$’000

2009 
$’000

2009 
$’000

Less than one year 20,329 6,439 13,890 19,964 7,121 12,843
between one and five years 62,115 14,837 47,278 68,956 17,591 51,365
more than five years 36,703 4,455 32,248 43,325 6,298 37,027

119,147 25,731 93,416 132,245 31,010 101,235

Security
The lease liabilities are secured by a fixed and floating charge provided by macarthur Coal (C&m Equipment) Pty Ltd (mCCmE), an associated entity.  
In addition, the Company provides guarantees to the extent of 73.3% of mCCmE’s obligations under finance and operating leasing arrangements.

24. employee Benefits

2010
$’000

2009
$’000

Current liabilities

Liability for annual leave 3,886 2,931

Liability for sick leave 941 1,009

Liability for long-service leave 352 161
5,179 4,101

Non-current liabilities

Liability for long-service leave 87 118

Defined contribution superannuation funds

The Group makes contributions to several defined contribution superannuation funds.  The amount recognised as an expense was $427,000 for the financial 

year ended 30 june 2010 (2009: $335,000).  

Long service leave industry fund

The Group makes contributions to the Coal mining Industry Leave Fund.  A total of $897,000 was paid to the fund for the financial year ended 30 june 2010 

(2009: $773,000).

Share-based payments

Long Term Incentive Plan (LTIP)

In October 2008 and june 2009 the Group granted performance rights to Executives and other nominated senior managers to provide the plan participants 

with the incentive to deliver long-term growth in shareholder value.  There were no rights granted in the 2010 financial year. 

The number of performance rights granted under the LTIP is set as a percentage of total fixed remuneration determined by the Nomination and Remuneration 

Committee (NRC).  Performance rights are granted at no cost to participants. Each performance right granted entitles the participant to one ordinary share 

in the Company, subject to satisfaction of performance conditions set by the board and NRC over a three year performance period.  The rights expire on 

termination of an executive’s employment prior to the vesting date or upon failure to achieve the performance hurdles.

shares to be awarded under the LTIP are acquired on market, avoiding dilution of shareholder equity, and placed in trust for employees until such time as the 

employees elect to have the shares transferred from the trust.  shares carry full dividend and voting rights upon allocation.
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24. employee Benefits (CONTINuED)

Share-based payments (continued)

Long Term Incentive Plan (LTIP) (continued)

The performance rights and their allocation to shares are subject to the following performance conditions: 

30%       linked to growth in the Group’s Earnings Per share (EPs)

50%       linked to Total shareholder Return (TsR) targets

20%       linked to Return on Invested Capital (ROIC).

A summary of performance rights granted to Executives and other participants are as follows:

Grant date
Performance

period Vesting date
Fair value of 

grant

Balance at 
start of the 

year
Granted during 

the year
Vested during 

the year

Forfeited 
during the 

year (1)
Balance at the 
end of the year

2010

14 October 
2008

1 july 2007 to 
30 june 2010

30 june 2010 $5.31 66,101 - (49,395) (16,706) -

14 October 
2008

1 july 2008 to 
30 june 2011

30 june 2011 $3.55 59,511 - - (10,274) 49,237

29 june  
2009

1 july 2009 to 
30 june 2012

30 june 2012 $5.44 158,237 - - (25,674) 132,563

Total 283,849 - (49,395) (52,654) 181,800

2009
14 October  

2008
1 july 2007 to 
30 june 2010

30 june 2010 $5.31 - 80,040 - (13,939) 66,101

14 October  
2008

1 july 2008 to 
30 june 2011

30 june 2011 $3.55 - 68,704 - (9,193) 59,511

29 june  
2009

1 july 2009 to 
30 june 2012

30 june 2012 $5.44 - 158,237 - - 158,237

Total - 306,981 - (23,132) 283,849

(1) Forfeited performance rights relate to those rights with a vesting date of 30 june 2010 where performance conditions have not been met and those rights originally granted to employees, who have  
    since left the Group and have therefore forfeited their rights.

Fair value of rights granted

The fair value at each grant date is independently determined using the following valuation models:

•	 EPS	and	ROIC	–	Binomial	Tree	Methodology

•	 TSR	–	Monte-Carlo	Simulation

This value will not be equal to the market value of a share at the commencement of the performance period as a result of the performance rights being 

contingent rights to shares in the future.  The fair value of the performance rights at the grant date is influenced by the Company’s share price at the grant 

date, volatility of the underlying shares, the risk free rate of return, expected dividend yield, time to maturity and the likelihood that vesting conditions 

relating to market-based hurdles will be met. Expected volatility of the Company is estimated based on the historic volatility of the market price of the 

Company’s shares.  

The table below summarises the key assumptions adopted for valuation of the awards:

Performance  
Rights 2008

Performance  
Rights 2009

Performance  
Rights 2010

Grant Date 14 October 2008 14 October 2008 29 june 2009
weighted average fair value at date of grant $5.31 $3.55 $5.44

share price at date of grant $6.53 $6.53 $6.63

Expected volatility 60% 60% 75%
Dividend yield 8.3% 8.3% 3.0%
Expected life 1.8 years 2.8 years 3.0 years
Risk free interest rate 4.33% 4.64% 4.62%
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24. employee Benefits (CONTINuED)

Share-based payments (continued)

Fair value of rights granted (continued)

The minimum total value of the grant, if the applicable performance conditions are not met, is nil.

Changes to the tax legislation that apply to performance rights granted under the Company’s LTIP have impacted the key objectives of the LTIP and hence 

the viability of the plan as it is currently structured.  No grants will be made for the 2011 financial year until such time as a restructure of the plan has been 

undertaken.

Expenses arising from share-based payment transactions

Total expenses arising from share-based payment transactions recognised during the year as part of employee benefit expense were as follows:

Note
2010
$’000

2009
$’000

Expense arising from 2008 performance rights 114 146
Expense arising from 2009 performance rights 55 55

Expense arising from 2010 performance rights 199 2

Total expense recognised as employee costs 9 368 203

Employee Share Loan Plan

The Group has an Employee share Loan Plan (EsLP) which is used to provide an opportunity for eligible persons of the Group and approved contractors to 

acquire shares of the Company.  On 15 December 2005, 122,935 shares were acquired for 86 eligible employees at a purchase price of $5.43 per share with 

a value limit of between $6,000 and $20,000 per employee.

An invitation to participate in the EsLP was not made in the 2010 financial year.

All shares held under the EsLP rank equally with all other shares on issue.

The Group provides interest free loans to all eligible persons to enable them to acquire shares under the EsLP to 100% of the total acquisition price for the 

shares.  Any dividends declared on the shares issued under the EsLP will be used to offset any loans outstanding on the shares.  Employees and contractors 

have also provided irrevocable authority to the Group to deduct 1% of their gross salary each month in repayment of the loan.

The loan will be repayable if:

a) default is made by the employee on the repayment of the loan; or

b) the employee’s employment with the Company, its subsidiaries or associates, or the relevant contractor is terminated for any reason; or

c) the employee becomes insolvent or commits an act of bankruptcy.

The Company holds the shares as security over the loan until the loan is repaid.

The market price of shares held under the EsLP as at 30 june 2010 was $12.12 (2009: $6.60).

There were no other shares eligible for acquisition under the EsLP at 30 june 2010 (2009: Nil).

The number and weighted average acquisition price of shares is as follows:

Weighted 
average 

exercise price
Number of 

shares

Weighted 
average 

exercise price
Number of 

shares
2010 2010 2009 2009

Outstanding at the beginning of the year 33,126 49,689

Granted during the year - -

sold and transferred during the year $11.33 (11,043) $7.68 (16,563)
Outstanding at the end of the year 22,083 33,126
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25. pRovisions
2010
$’000

2009
$’000

Current

Rehabilitation and dismantling 2,642 1,911

Other 817 -
3,459 1,911

Non-current

Rehabilitation and dismantling 30,398 33,706
Other 204 197

30,602 33,903

During the financial year ended 30 june 2010, $3,966,000 was reversed through profit or loss in respect of rehabilitation expense (2009: expense of $10,249,000).

2010
$’000

2009
$’000

Rehabilitation and dismantling

balance at 1 july 35,617 25,571

Provisions (reversed)/made during the year (3,966) 10,249
Provisions used during the year (1,091) (2,581)
unwind of discount 2,480 2,378
balance at 30 june 33,040 35,617

Other

balance at 1 july 197 171
Provisions made during year 870 87
Provisions used during year (69) (74)
unwind of discount 23 13
balance at 30 june 1,021 197

Rehabilitation and dismantling

In accordance with queensland Government legislative requirements, a provision has been recognised for mine rehabilitation works throughout the life of 

the mines in relation to the Group’s coal mining operations.  A provision for dismantling of infrastructure assets on cessation of operations at the mines has 

also been recognised in relation to the Group’s coal mining operations.  The basis for accounting is set out in Note 3(m).

Other provisions

At the reporting date, other provisions for the Group includes recognition of an amount relating to a non-cancellable lease due to expire in August 2012 

for office space which the Group no longer occupies.  The Group has been unsuccessful in finding a suitable sub-lease arrangement and therefore has 

recognised the obligation for the net present value of the remaining future lease payments.  After the reporting date the Group negotiated a termination 

arrangement with the landlord and the provision will no longer be required effective 31 july 2010.
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26. otheR financial liaBilities
2010
$’000

2009
$’000

Current

Amounts payable for future user charges (refer Note 31(e)) 2,137 2,017

Foreign currency derivative contracts 4,502 -

Other derivative liabilities - 1,679

6,639 3,696
Non-current

Amounts payable for future user charges (refer Note 31(e)) 2,853 4,989
Other derivative liabilities 32,929 17,240

35,782 22,229

Other derivative liabilities

In the 2008 financial year, resulting from the acquisition of Custom mining Limited Group, the Group acquired a pre-existing obligation to transfer shares in 

a jointly controlled entity, middlemount Coal Pty Ltd (“middlemount”), to a non-related third party on the completion of certain triggering events.  As per the 

share sale agreement, these triggering events relate to milestones in the development of the middlemount mine project. In addition, a contractual obligation 

exists via a call option agreement to sell a further 20% in middlemount to the same third party.  Obligations under both agreements are accounted for as 

derivative contracts. 

In April 2010, 2.18% of shares in middlemount were transferred by the Group under the terms of the share sale agreement.  The remaining derivative 

liabilities relate to the obligation for the final sell trigger under the share sale agreement and the obligation under the call option agreement.

There is no credit risk or liquidity risk associated with these derivatives.  however there is a degree of market risk, due to the impact on the value of these 

derivatives from fluctuations in coal prices.

27. capital anD ReseRves

Company Ordinary shares

Share capital 
2010

No. Shares
2009

No. Shares
On issue at 1 july 243,980,249 212,156,739
shares issued on equity settled transaction 10,352,860 31,823,510
On issue at 30 june – fully paid 254,333,109 243,980,249

Issuance of ordinary shares

On 24 july 2009 the Group completed a share Purchase Plan to Australian and New Zealand retail shareholders with the issuance of 10,352,860 ordinary 

shares at $6.00 per share to raise $62,117,000, resulting in net cash proceeds of $61,997,000 after placement costs.  All issued shares are fully paid.

On 19 june 2009 the Group completed an Institutional Placement of 31,823,510 new ordinary shares to raise $190,941,000, resulting in net cash proceeds of 

$184,283,000 after placement costs.  All issued shares were fully paid.

Ordinary shares

Effective 1 july 1998, the Company Law Review Act abolished the concept of par value shares and the concept of authorised capital.  Accordingly, the 

Company does not have authorised capital or par value in respect of its issued shares.

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at meetings of the 

Company.

In the event of winding up of the Company, ordinary shareholders rank after creditors and are fully entitled to any proceeds.

Hedging reserve

The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow hedging instruments related to hedged 

transactions that have not yet occurred.  Amounts are reclassified to profit or loss when the associated hedged transaction is settled.
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27. capital anD ReseRves (CONTINuED)

Share-based payment reserve

The share-based payment reserve is used to recognise:

•	 The	cumulative	value	recognised	over	the	vesting	period	of	the	2009	and	2010	share-based	performance	rights	which	have	not	reached	the	vesting	date	

but are expected to vest; and

•	 The	value	of	the	2008	share-based	performance	rights	that	have	vested	based	on	performance	conditions	being	met,	which	have	not	yet	been	settled.

Dividends

Dividends recognised in the current year by the Company are:

Cents  
per share

Total amount 
$

Franked/
unfranked

Date of 
payment

2010

Interim 2010 ordinary  8.0 20,346,649 Franked 21 April 2010

Final 2009 ordinary 13.0 33,063,304 Franked 30 september 2009
Total amount 21.0 53,409,953

2009

Interim 2009 ordinary - - - -
Final 2008 ordinary 14.0 29,701,943 Franked 30 september 2008
Total amount 14.0 29,701,943

Franked dividends declared or paid during the year were fully franked at the tax rate of 30%.

Dividends not recognised at the end of the reporting period

subsequent to 30 june 2010, the following dividends were proposed by the Directors. The financial effect of these dividends has not been recognised in the 

financial statements for the year ended 30 june 2010 and will be recognised in subsequent financial reports.  

The declaration and subsequent payment of dividends has no income tax consequences.

Cents  
per share

Total amount 
$

Franked/
unfranked

Date of 
payment

Final ordinary 17.0 43,236,629 Franked 18 October 2010

Dividend franking account           Company
2010
$’000

2009
$’000

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

131,129         99,584

The above available amounts are based on the balance of the dividend franking account at year-end adjusted for:

(a) franking credits/debits that will arise from the payment/receipt of the current tax liabilities/assets;

(b) franking debits that will arise from the payment of dividends recognised as a liability at year end;

(c) franking credits that will arise from the receipt of dividends recognised as receivables by the tax-consolidated group at year end; and

(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.

The impact on the dividend franking account of dividends proposed after the reporting date but not recognised as a liability is to reduce it by $18,530,000 

(2009: $14,170,000).

In accordance with the tax consolidation legislation, macarthur Coal Limited as the head entity of the tax-consolidated Group has also assumed the benefit 

of $131,129,000 (2009: $99,584,000) franking credits.
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28. financial instRuments

Exposure to credit, interest rate and currency risks arises in the normal course of the Group’s business. Derivative financial instruments are used to hedge 

exposure to fluctuations in foreign exchange rates.

Credit risk

Exposure to credit risk

The carrying amount of the Group’s financial assets represents the maximum credit exposure. The Group’s maximum exposure to credit risk at the reporting 

date was:

Note
2010
$’000

2009
$’000

Cash and cash equivalents 15 348,216 267,576

Cash and deposits – not at call 18 30,474 26,741
Trade and other receivables 16 284,414 188,408
Forward exchange contracts used for hedging – assets 18 - 15,686

663,104 498,411

The Group’s maximum exposure to credit risk for trade receivables at the reporting date by geographic region was:

2010
$’000

2009
$’000

Asia 20,881 19,582

Europe 32,694 19,379
Americas 17,323 -

70,898 38,961

Concentration of credit risk at the reporting date on trade receivables was: Asia 30%, Europe 46% and Americas 24% (2009: Asia 50%, Europe 50% and 

Americas Nil%).  

The geographical mix at the reporting date for trade receivables is influenced by the timing of shipments to customers during the months of April to june.  

This arises due to sales being settled within the appropriate contractual terms and conditions following sales recognition.   

To give a better understanding of the average exposure over the course of a year, the 2010 sales distribution by geographic region is Asia 63%, Europe 25% 

and Americas 12% (2009: Asia 54%, Europe 37% and Americas 9%).

Impairment losses

None of the Group’s receivables are past due (2009: $Nil).  

based on the global standing, size and credit ratings of our customers, the Group believes that no impairment allowance is necessary in respect of trade 

receivables. 
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28. financial instRuments (CONTINUED)

Liquidity risk

The following are the contractual maturities of financial liabilities, including estimated interest payments and excluding the impact of netting agreements:

2010

Carrying 
amount

Contractual 
cashflows

6 months  
or less

6-12  
months

1-2  
years

2-5  
years

More than 
5 years

$’000 $’000 $’000 $’000 $’000 $’000 $’000

Non-derivative financial liabilities

Finance lease liabilities 93,416 (119,147) (10,164) (10,165) (23,605) (38,510) (36,703)
Deferred liability for acquisition of mining 
interest 6,006 (7,279) (1,040) (1,040) (2,079) (3,120) -
Amounts payable for future user charges 4,990 (5,361) (1,191) (1,191) (2,383) (596) -
Trade and other payables 125,677 (125,677) (125,677) - - - -
Derivative financial liabilities

Forward exchange contracts used for 
hedging:

Outflow 234,771 (234,771) (234,771) - - - -
Inflow  (230,269) 230,269 230,269 - - - -

234,591 (261,966) (142,574) (12,396) (28,067) (42,226) (36,703)

2009

Carrying 
amount

Contractual 
cashflows

6 months  
or less

6-12  
months

1-2  
years

2-5  
years

More than 
5 years

$’000 $’000 $’000 $’000 $’000 $’000 $’000

Non-derivative financial liabilities

Finance lease liabilities 101,235 (132,245) (9,982) (9,982) (19,400) (49,556) (43,325)
Deferred liability for acquisition of mining 
interest 6,598 (9,358) (1,039) (1,039) (2,080) (5,200) -
Amounts payable for future user charges 7,006 (7,743) (1,191) (1,191) (2,383) (2,978) -
Trade and other payables 97,609 (97,609) (97,609) - - - -
Derivative financial liabilities

Forward exchange contracts used for 
hedging:

Outflow 192,882 (192,882) (128,382) (64,500) - - -
Inflow (208,568) 208,568 132,243 76,325 - - -

196,762 (231,269) (105,960) (387) (23,863) (57,734) (43,325)

Foreign exchange contracts used for hedging have a maturity analysis which is expected to match the contracted cash inflows from the receipt of sale 
proceeds.  It is not expected that the cash inflows included in the maturity analysis could occur significantly earlier or at significantly different amounts.

F
or

 p
er

so
na

l u
se

 o
nl

y



AGILITY IN A GLObAL mARKET146

NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
FOR ThE YEAR ENDED 30 juNE 2010

28. financial instRuments (CONTINUED)

Currency risk

Exposure to currency risk

The Group’s exposure to foreign currency risk at the reporting date was as follows, based on notional amounts:

2010
USD$’000

2009
USD$’000

Trade receivables 60,426 31,613

Trade and other payables   (20,312) (9,523)

Gross financial position exposure 40,114 22,090

Contracted forecast sales 244,013 416,427

Estimated forecast purchases    (9,640) (20,095)

Gross exposure 234,373      396,332

Forward exchange contracts (197,519) (155,435)

Net exposure 76,968 262,987

In line with the Group’s Treasury Policy, additional forward exchange contracts have been placed post 30 june 2010 for the 2011 financial year as fixed price 

sales contracts have been agreed.    

The following significant exchange rates applied during the year:

Average rate Reporting date spot rate

2010 2009 2010 2009

usD 0.8759 0.7442 0.8523 0.8114

Sensitivity analysis

A 10% strengthening of the Australian dollar against the united states dollar at 30 june would have decreased equity and profit or loss by the amounts 

shown below. This analysis assumes that all other variables, in particular interest rates, remain constant. The analysis is performed on the same basis for 2009.

Equity  
$’000

Profit or loss 
$’000

30 June 2010

usD (21,288) (4,279)

30 June 2009

usD (19,156) (5,275)

A 10% weakening of the Australian dollar against the united states dollar at 30 june would have had the equal but opposite effect to the amounts shown 

above, on the basis that all other variables remain constant.

Interest rate risk

Profile

At the reporting date the interest rate profile of the Group’s interest-bearing financial instruments was:

2010
$’000

2009
$’000

Fixed rate instruments

Financial liabilities (98,406) (108,241)

(98,406) (108,241)
Variable rate instruments

Financial assets 378,690 294,317
Financial liabilities (6,006) (6,598)

372,684 287,719
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28. financial instRuments (CONTINUED)

Interest rate risk (continued)

Fair value sensitivity analysis for fixed rate instruments

The Group does not account for any fixed rate financial assets and liabilities at fair value through profit or loss, therefore a change in interest rates at the 

reporting date would not affect profit or loss.

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates at the reporting date would have increased (decreased) equity and profit or loss by the amounts shown below. 

This analysis assumes that all other variables, in particular foreign currency rates, remain constant. The analysis is performed on the same basis for 2009.

Profit or loss Equity

100bp  
increase  

$’000

100bp 
decrease 

 $’000

100bp  
increase  

$’000

100bp  
decrease  

$’000

30 June 2010

variable rate instruments (107) 107 - -

Cash flow sensitivity (net) (107) 107 - -

30 June 2009

variable rate instruments 880 (880) - -

Cash flow sensitivity (net) 880 (880) - -

Fair values

The fair values of financial assets and liabilities together with the carrying amounts shown in the statement of financial position are as follows:

Carrying 
amount Fair value Carrying 

amount Fair value

2010
$’000

2010
$’000

2009
$’000

2009
$’000

Cash and cash equivalents 348,216 348,216 267,576 267,576
Trade and other receivables 284,414 284,414 188,408 188,408
Cash and deposits – not at call 30,474 30,474 26,741 26,741
Foreign currency derivative contracts:

  Assets - - 15,686 15,686
  Liabilities (4,502) (4,502) - -
Trade and other payables (125,677) (125,677) (97,609) (97,609)
Deferred liability for acquisition of mining interest (6,006) (6,006) (6,598) (6,598)
Finance lease liabilities (93,416) (89,141) (101,235) (93,707)
Other derivative liabilities* (32,929) (32,929) (18,919) (18,919)
Employee benefits (5,266) (5,266) (4,219) (4,219)
Other financial liabilities (4,990) (4,990) (7,006) (7,006)
unrecognised gains 4,275 7,528 

* Refer Note 26 for details.

Estimation of fair values

The methods used in determining the fair values of financial instruments are discussed in Note 4.
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28. financial instRuments (CONTINUED)

Fair value measurements

The following table presents the Group’s financial instruments carried at fair value, measured by a valuation method.  The different levels in the fair value 

measurement hierarchy are defined as follows:

•	 Level	1:	quoted	prices	(unadjusted)	in	active	markets	for	identical	assets	or	liabilities

•	 Level	2:	inputs	other	than	quoted	prices	included	within	Level	1	that	are	observable	for	the	asset	or	liability,	either	directly	(i.e.	as	prices)	or	indirectly	

(i.e. derived from prices)

•	 Level	3:	inputs	for	the	asset	or	liability	that	are	not	based	on	observable	market	data	(unobservable	inputs).

30 June 2010
Level 1

$’000
Level 2

$’000
Level 3

$’000
Total
$’000

Foreign currency derivative contracts liability - 4,502 - 4,502
Other derivative liabilities - - 32,929 32,929

- 4,502 32,929 37,431

The following table reconciles Level 3 of the fair value hierarchy from the opening balance at 1 july 2009 to the closing balance at 30 june 2010:

Other derivative  
liabilities 

 $’000

Opening balance (18,919)

Loss recognised in profit and loss (within other expenses) (14,010)

Closing balance (32,929)

Although the Group believes that its estimate of fair value of the derivative financial instruments is appropriate, the use of different methodologies or 
assumptions could lead to different measurements of fair value.  by changing one or more of the unobservable inputs to reasonably possible alternative 
assumptions, the fair value measurement of the derivative liabilities would have the following effects:

Favourable 
$’000

(Unfavourable) 
$’000

Other derivative liabilities 22,459 (28,971)

The key input in the valuation of the derivative liabilities is the net present value of the discounted cash flows to be generated from the middlemount mine 
project. The favourable and unfavourable effects have been calculated by changing the forecasted long-term coal prices in the discounted cash flows model 
by 5% (e.g. decrease in coal prices has a favourable effect on the liabilities).
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28. financial instRuments (CONTINUED)

Interest rates used for determining fair value

The Group uses the government yield curve as of reporting date plus an adequate constant credit spread to discount financial instruments.  The interest rates 
used are as follows:

2010 
%

2009 
%

Derivatives 3.1 – 4.3 3.1 – 4.3

Deferred liability for acquisition of mining interest - Note 23 10.1 10.5

29. inteRests in joint ventuRe opeRations

The Group holds the following interests in various joint ventures whose principal activities are coal production, exploration and evaluation, and development.

Joint Venture %  Interest held

2010 2009 Principal activity

Coppabella and moorvale joint venture 73.3% 73.3% Coal production
monto Coal joint venture    41%(1)    41%(1) Exploration and evaluation 
Olive Downs (south) joint venture 90% 90% Exploration and evaluation
moorvale west joint venture 90% 90% Exploration and evaluation
west/North burton joint venture 65% 65% Exploration and evaluation
west Rolleston joint venture 90% 90% Exploration and evaluation
west walker joint venture 85% 85% Exploration and evaluation
bowen basin Coal joint venture 85% 85% Exploration and evaluation
Capricorn joint venture 85% 85% Exploration and evaluation

(1) The Group holds its 41% interest in the monto Coal joint venture indirectly via its interest in monto Coal 2 Pty Ltd, a jointly controlled entity. Refer Note 30 for details relating to the Group’s 
investment in the jointly controlled entity. The information presented in the remainder of this note excludes financial information relating to the monto Coal joint venture interests.

For the year ended 30 june 2010, the contribution of the Coppabella and moorvale joint venture to the operating profit before tax of the Group was 

$213,906,000 (2009: $264,310,000).  The value of the Group’s 73.3% share of the Coppabella and moorvale joint venture coal sold (pre hedging) during the 

year was $630,264,000 (2009: $828,805,000).

There was no coal mined by the other joint ventures during the year.
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29. inteRests in joint ventuRe opeRations (CONTINuED)

Included in the assets and liabilities of the Group are the following items which represent the Group’s interest in the assets and liabilities employed in the 
joint ventures, recorded in accordance with the accounting policies described in Note 3(a).

2010
$’000

2009
$’000

Current assets

Trade and other receivables 23,067 91,571
Inventories 49,762 43,612
Other financial assets 26,211 23,996
Overburden in advance 146,548 138,117
Total current assets 245,588 297,296

Non-current assets

Trade and other receivables 73,718 748
Inventories - 187
Other financial assets 4,263 2,745
Property, plant and equipment 266,575 285,213
Exploration and evaluation assets 81,226 70,916
Overburden in advance 19,905 31,834
Total non-current assets 445,687 391,643

Total assets 691,275 688,939

Current liabilities

Trade and other payables 84,000 58,608
Loans and borrowings 13,890 12,843
Provisions 2,642 1,911
Other financial liabilities 2,137 2,017
Total current liabilities 102,669 75,379

Non-current liabilities

Loans and borrowings 79,526 88,392
Provisions 30,398 33,706
Other financial liabilities 2,853 4,989
Total non-current liabilities 112,777 127,087

Total liabilities 215,446 202,466

Refer to Notes 31 and 32 for details of commitments and contingent liabilities.

Included in the Group’s profit or loss are the following items which represent the Group’s interest in the revenue and expenses relating to the joint ventures, 

recorded in accordance with the accounting policies described in Note 3(a).
2010
$’000

2009
$’000

Revenue 670,502 695,417
Expenses (523,022) (445,229)
Net Profit 147,480 250,188
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30. equity accounteD investees

2010
$’000

2009
$’000

Investments in jointly controlled entities 338,554 358,130

The Group’s share of losses from its equity accounted investees for the year was $10,934,000 (2009: $12,338,000).  During the years ended 30 june 2010 

and 30 june 2009 the Group has not received any dividends in respect of its interests in equity accounted investees.

summary financial information for equity accounted investees, not adjusted for the percentage ownership held by the Group is:

Middlemount  
Coal Pty Ltd

Monto Coal 2  
Pty Ltd

Custom Mining Dingo 
Pty Ltd 

30 June 2010 $’000 $’000 $’000

Percentage held at the reporting date 72.48% 80.39% 85.715%

Current assets 14,668 8,177 -
Non-current assets 200,736 67,069 -
Total assets 215,404 75,246 -

Current liabilities 182,007 2,579 -
Non-current liabilities - 7,568 20
Total liabilities 182,007 10,147 20

Revenue 14,960 259 -
Expenses (29,380) (414) -
Loss (14,420) (155) -

30 June 2009

Percentage held at the reporting date 74.66% 80.39% 85.715%

Current assets 20,878 5,396 1
Non-current assets 124,337 67,794 -
Total assets 145,215 73,190 1

Current liabilities 97,398 367 -
Non-current liabilities - 7,568 21
Total liabilities 97,398 7,935 21

Revenue 119 118 19
Expenses (9,139) (789) (8,126)
Loss (9,020) (671) (8,107)
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30. equity accounteD investees (CONTINuED)

The principal activities of the Group’s equity accounted investees along with the Group’s share of losses for the year were as follows:

Principal activities
Reporting 

date

Group’s share of losses

2010 
$’000

2009 
$’000

Custom mining Dingo Pty Ltd Dormant 30 june - 5,187
middlemount Coal Pty Ltd and its controlled entities Operator of middlemount mine project 30 june 10,810 6,612
monto Coal 2 Pty Ltd Participant in the monto Coal joint venture 30 june 124 539

Middlemount Coal Pty Ltd and its controlled entities 

During the year the Group disposed of 2.18% of middlemount Coal Pty Ltd in accordance with the terms of a share sale Agreement for the fixed 

consideration of $7,000,000.

No impairment of the investment at 30 june 2010 was necessary based on the recoverable amount of the middlemount mine project exceeding the carrying 

value. The recoverable amount was based on its value-in-use as determined internally by management. The value-in-use was based on the discounted cash 

flows to be generated from the project.

The following key assumptions were used:

•	 Cash	flows	based	on	the	long-term	project	plan	for	the	Middlemount	Mine	project	taking	into	consideration	long-term	global	coal	pricing,	anticipated	

operating and distribution infrastructure costs over the life of the project which was based on available coal reserves.  management believe that a 

value-in-use calculation longer than five years is appropriate given the long-term nature of the asset and the measured recoverable coal reserves.

•	 Revenues	for	the	2011	financial	year	through	to	the	2013	financial	year	are	based	on	internally	approved	cash	flows,	and	the	coal	price	assumptions	

used are consistent with the average of analyst forecasts for these periods.  For the periods thereafter, revenues are determined using coal price 

assumptions based on the average of analyst forecasts as determined for years 2014 to 2016 and the average of analyst forecasts for long-term coal 

prices commencing from the last quarter of the 2016 financial year.  A discount to the average analyst prices has been provided for of between 3-5%  

to reflect product specification differences.

•	 Operating	and	capital	costs	are	based	on	current	contracts	and	expected	future	costs	as	determined	by	the	Group.

•	 The	resulting	cash	flows	were	then	discounted	using	a	real	post	tax	discount	rate	of	9.0%.

The values assigned to the key assumptions represented management’s assessment of future industry variables and were based on both internal and 

external sources of information.

The above assumptions are sensitive in the following areas:

•	 An	increase	of	one	percentage	point	in	the	discount	rate,	holding	all	other	variables	constant,	would	have	decreased	value-in-use	by	$34,000,000.	 

This would not result in a material impairment.

•	 A	five	percent	increase	in	forecast	operating	costs,	holding	all	other	variables	constant,	would	have	decreased	value-in-use	by	$76,000,000.	This	would	

not result in a material impairment.

•	 A	five	percent	decrease	in	forecast	future	long-term	coal	prices,	holding	all	other	variables	constant,	would	have	decreased	value-in-use	by	

$117,000,000. This would not result in a material impairment.

Monto Coal 2 Pty Ltd 

No impairment of the investment in monto Coal 2 Pty Ltd was necessary at 30 june 2010 based on the recoverable amount of the investment exceeding  

its carrying value.  The recoverable amount was based on its fair value less costs to sell, which was determined using recent market information for similar 

undeveloped coal interests and other current market information.

Custom Mining Dingo Pty Ltd 

In the 2009 financial year the Group disposed of a 14.285% interest in Custom mining Dingo Pty Ltd which was previously accounted for as a wholly owned 

subsidiary.  under the terms of the shareholder agreement, the Group no longer has control over the entity for accounting purposes and it has therefore been 

deconsolidated and since 28 August 2008 has been accounted for as a jointly controlled entity.
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30. equity accounteD investees (CONTINuED)

Custom Mining Dingo Pty Ltd (continued)

In addition, during 2009 Custom mining Dingo Pty Ltd reached an agreement with bandanna Energy Limited to withdraw from the Dingo west joint venture. 

Custom mining Dingo Pty Ltd’s withdrawal followed its review of exploration results and feasibility investigations which concluded that due to the nature of 

the farm-in obligations and the complex geology of the site, the project was less attractive than other project development opportunities that the Group was 

pursuing at that time.

Commitments
2010
$’000

2009
$’000

share of capital expenditure commitments of jointly controlled entities payable: 

Not later than one year 8,461 24,155

8,461 24,155
share of mining lease commitments of jointly controlled entities payable:

Not later than one year 83 20
Later than one year but not later than five years 250 20
Later than five years 515 29

848 69
share of operating commitments of jointly controlled entities payable:

Not later than one year 15,276 3,830
Later than one year but not later than five years 186,893 -
Later than five years 166,831 -

369,000 3,830

Guarantees

middlemount Coal Pty Ltd has provided guarantees in relation to rehabilitation works for a mineral development license and wiggins Island feasibility study 

costs. Guarantees provided in relation to wiggins Island feasibility study costs are secured by bank deposits of the same amounts.

monto Coal 2 Pty Ltd has provided bank guarantees relating to wiggins Island feasibility study costs, which are secured by bank deposits of the same amounts.

31.  capital anD otheR commitments
2010
$’000

2009
$’000

(a) Capital expenditure commitments – joint ventures

Capital expenditure contracted but not provided for in the financial statements and payable:

Not later than one year 1,135 9,025

1,135 9,025
(b) Operating lease commitments

Future operating lease rentals not provided for in the financial statements and payable:

Not later than one year 2,867 2,790
Later than one year but not later than five years 6,601 7,606
Later than five years 1,088 2,122

10,556 12,518

The Group leases office equipment, cars and office space under operating leases.  Lease payments for the office lease is increased every year to reflect 

market rentals.

During the year ended 30 june 2010, $1,397,000 was recognised as an expense in profit or loss in respect of operating leases (2009: $1,074,000).
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31.  capital anD otheR commitments (CONTINuED)

2010
$’000

2009
$’000

 (c) Mining leases – joint ventures

Future mining lease rentals not provided for in the financial statements and payable:

Not later than one year 416 520
Later than one year but not later than five years 1,381 1,695
Later than five years 2,875 3,723

4,672 5,938
 (d) Exploration and evaluation expenditure

Exploration obligations

In order to maintain current rights of tenure to exploration tenements, the Group 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 and/or renewal of exploration permits is made and at other times.  These obligations are not 
provided for in the financial statements and are payable:

Not later than one year 797 1,596
Later than one year but not later than five years 132 949

929 2,545
(e) Operating commitments – joint ventures

Commitments under the electricity, water, rail, port, coal washing plant, train loading facility and 
accommodation agreements for joint ventures not provided for in the financial statements and payable:

Not later than one year 143,195 96,087
Later than one year but not later than five years 428,004 329,835
Later than five years 439,713 469,103

1,010,912 895,025

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 the Coppabella and moorvale mines and with original owners regarding royalty arrangements at both the 

Coppabella and moorvale mines. 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.

Refer Note 23 for commitments relating to finance leases of the Group.

On 23 October 2002, the Coppabella and moorvale joint venture participants agreed to pay a user charge to the queensland Government for the 

facilitation of the transport infrastructure corridor (TIC) relocation.  The user charge comprises 40 quarterly payments (2010: Group share of $596,000 

per quarter; 2009: $596,000 per quarter), commencing 1 October 2002, which have been included in the above operating commitments less the amounts 

payable for future user charges recognised at 30 june 2010 (refer Note 26).

(f)  Other commitments

 Joint Ventures

Deeds of cross charge

(i) The payment of future cash calls by Coppabella Coal Pty Ltd, a controlled entity, for its share of operating and capital costs in the Coppabella and 

moorvale joint venture is secured by a guarantee from the Company and a charge over Coppabella Coal Pty Ltd’s interest in the Coppabella and 

moorvale joint venture in favour of the other joint venturers and macarthur Coal (C&m management) Pty Ltd as the manager of the Coppabella and 

moorvale joint venture.

(ii) The payment of future cash calls by monto Coal 2 Pty Ltd, an equity accounted investee, for its 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.

(iii) The payment of future cash calls by Olive Downs Coal Pty Ltd, a controlled entity, for its share of operating and capital costs in the Olive Downs 

(south) joint venture is secured by a charge over Olive Downs Coal Pty Ltd’s interest in the Olive Downs (south) joint venture in favour of the other 

joint venturers.
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31. capital anD otheR commitments (CONTINuED)

(f)  Other commitments (continued)

 Joint Ventures (continued)

Deeds of cross charge (continued)

(iv) The payment of future cash calls by Capricorn Coal Pty Ltd, a controlled entity, for its share of operating and capital costs in the Capricorn joint 

venture is secured by a charge over Capricorn Coal Pty Ltd’s interest in the Capricorn joint venture in favour of the other joint venturers.

(v) The payment of future cash calls by west burton Coal Pty Ltd, a controlled entity, for its share of operating and capital costs in the west/North 

burton joint venture is secured by a charge over west burton Coal Pty Ltd’s interest in the west/North burton joint venture in favour of the other 

joint venturers.

(vi) The payment of future cash calls by west Rolleston Coal Pty Ltd, a controlled entity, for its share of operating and capital costs in the west 

Rolleston joint venture is secured by a charge over west Rolleston Coal Pty Ltd’s interest in the west Rolleston joint venture in favour of the other 

joint venturers.

(vii) The payment of future cash calls by west walker Coal Pty Ltd, a controlled entity, for its share of operating and capital costs in the west walker 

joint venture is secured by a charge over west walker Coal Pty Ltd’s interest in the west walker joint venture in favour of the other joint 

venturers.

(viii) The payment of future cash calls by moorvale west Coal Pty Ltd, a controlled entity, for its share of operating and capital costs in the moorvale 

west joint venture is secured by a charge over moorvale west Coal Pty Ltd’s interest in the moorvale west joint venture in favour of the other 

joint venturers.

(ix) The payment of future cash calls by bb Interests Pty Ltd, a controlled entity, for its share of operating and capital costs in the bowen basin Coal 

joint venture is secured by a charge over bb Interests Pty Ltd’s interest in the bowen basin Coal joint venture in favour of the other joint venturers.

 Jointly controlled entities and Associates

Refer Notes 30 and 34.

32.  contingencies

The Directors are of the opinion that provisions are not required in respect of these matters, 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 2010. (1)

(1)  These contingent liabilities are considered remote.

Guarantees

The Company provides guarantees in relation to the operations of the Group for payments in relation to leased equipment (refer Note 23), royalties, 

accommodation facilities and certain joint venture undertakings. 

The Company provides letters of support to middlemount Coal Pty Ltd, a jointly controlled entity, and to the associated entities listed in Note 34, to provide 

that each of those entities are in a position to meet debts as and when they become due and payable.

The Company has guaranteed the future commitments of monto Coal 2 Pty Ltd, a jointly controlled entity, in relation to royalty arrangements.

The Company on behalf of its controlled entity, Coppabella Coal Pty Ltd, has provided guarantees totalling $14,660,000 (2009: $Nil) in favour of a supplier.

The Company, on behalf of its controlled entity, Coppabella Coal Pty Ltd, has provided a guarantee in favour of a bank in respect of payment of foreign 

currency derivative obligations.

The Group has provided bank guarantees totalling $4,501,000 (2009: $3,203,000) in respect of the wiggins Island feasibility study and the Company’s 

brisbane head office. These amounts are secured by bank deposits of $4,263,000 (2009: $3,078,000). (1)

Coppabella Coal Pty Ltd, a controlled entity, as a participant of the Coppabella and moorvale joint venture, has provided bank guarantees totalling 

$64,676,000 (2009: $61,851,000) in respect of rehabilitation works, electricity, water and transport infrastructure corridor facilities. (1)

(1)  These contingent liabilities are considered remote.
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32.  contingencies (CONTINuED)

Environmental

Current queensland Government environment policy requires the preparation of an Environmental management Plan (Em Plan) and a Plan of Operations 

detailing the quality, timing and standards of planned mine rehabilitation work.  The Coppabella and moorvale joint venture has prepared its Em Plan 

and its Plan of Operations has been accepted by the Department of Environment and Resource management.  In addition to the Em Plan and the Plan of 

Operations, the Group is required to lodge securities with the Department of Employment, Economic Development and Innovation to ensure compliance with 

relevant legislation.  The total amount of the guarantees lodged with the Department of Employment, Economic Development and Innovation as at 30 june 

2010 is $35,251,000 (2009: $29,799,000) (included in the amount of guarantees referred to above).(1)

(1)  These contingent liabilities are considered remote.

Litigation

Monto

A statement of claim was delivered to monto Coal Pty Ltd, a wholly owned subsidiary of the Company, and monto Coal 2 Pty Ltd, an equity accounted 

investee, on 1 October 2007 from the minority interest holders in the monto Coal joint venture being sanrus Pty Ltd, Edge Developments Pty Ltd and  

h & j Enterprises (qld) Pty Ltd.  The claim seeks damages stated to be no less than $68,970,000 plus interest and costs.

monto Coal Pty Ltd is the manager of the monto Coal Project pursuant to a management Agreement.  monto Coal 2 Pty Ltd holds a 51% interest in the 

monto Coal joint venture.

The Directors of the Group (and the manager) dispute the above claims and will vigorously defend their position.  In the Directors’ opinion, disclosure of any 

further information about the above matter would be prejudicial to the interests of the Group.

33. gRoup entities Ownership interest

2010
%

2009
%

Parent entity 

macarthur Coal Limited

Subsidiaries 

Coppabella Coal Pty Ltd 100 100
macarthur Coal management Pty Ltd 100 100
macarthur Coal mine management Pty Ltd 100 100
macarthur Rush Pty Ltd 100 100
moorvale Coal Pty Ltd 100 100
macarthur Coal (Equipment) Pty Ltd 100 100
monto Coal Pty Ltd 100 100
macarthur Exploration Pty Ltd 100 100
Olive Downs Coal Pty Ltd 100 100
queensland Coke & Energy Pty Ltd 100 100
Capricorn Coal Pty Ltd 100 100
west burton Coal Pty Ltd 100 100
west Rolleston Coal Pty Ltd 100 100
west walker Coal Pty Ltd 100 100
moorvale west Coal Pty Ltd 100 100
bb Interests Pty Ltd 100 100
Custom mining Pty Ltd 100 100
Custom mining management Pty Ltd 100 100
Custom management services Pty Ltd 100 100
Custom mining (monto) Pty Ltd 100 100
macarthur Coal Performance share Plan Trust 100 100

All subsidiaries were incorporated and carry on business in Australia.
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34. investments in associateD entities

Principal activities
Reporting 

date

Interest held

2010 
%

2009 
%

macarthur Coal (C&m management) Pty Ltd(1) manager of the Coppabella and moorvale joint venture 30 june 73.3 73.3
bistrotel Pty Ltd(1) Property Owner 30 june 73.3 73.3
macarthur Coal (C&m Equipment) Pty Ltd(1) Equipment Finance 30 june 73.3 73.3

(1) Investments in these entities are held in connection with joint venture arrangements.  under these arrangements, the Group does not have control over these associated entities, and accordingly have  
   not been consolidated.  The impact of the results and operations of these associated entities are not material to the Group and accordingly have not been equity accounted.

35. acquisitions anD Disposals of suBsiDiaRies anD joint ventuRe inteRests

Acquisitions

There were no acquisitions in the current or prior year.   

Disposals

There were no disposals of subsidiaries or joint venture interests in the current year.

On 28 August 2008, the Group completed the partial disposal of a 14.285% interest in Custom mining Dingo Pty Ltd for $6,500,000 in cash, reducing the 

Group’s ownership interest to 85.715%. under the terms of the shareholder agreement, the Group no longer has control over this entity for accounting 

purposes and, accordingly it has been deconsolidated and accounted for as a jointly controlled entity (refer to Note 30).  The carrying amount of Custom 

mining Dingo Pty Ltd’s net assets in the consolidated financial statements on the date of the disposal was $9,524,000.  The Group recognised a profit (before 

tax) on disposal of $5,139,000 during the year ended 30 june 2009.

Effect of Disposal

The disposal had the following effect on the Group’s assets and liabilities for the year ended 30 june 2009:

Pre-disposal 
Carrying 
Amount

Fair Value 
Adjustment

Recognised 
values on 

disposal
$’000 $’000 $’000

Loans to controlled entities 9,500 - 9,500
Exploration and evaluation 39 - 39
Other assets 5 - 5
Deferred tax liability (20) - (20)
Net identifiable assets and liabilities 9,524 - 9,524

Carrying value of interest disposed 1,361

Consideration received, satisfied in cash 6,500
Net cash inflow 6,500
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36. Reconciliation of cash flows fRom opeRating activities
2010
$’000

2009
$’000

Cash flows from operating activities

Profit for the year 125,064 168,558

Adjustments for:

Depreciation and amortisation 31,279 21,249
Intercompany debt forgiveness - 44
share-based payments 425 146
Amounts set aside to (reversed from) provisions (4,475) 3,671
Exploration and evaluation expenses - 330
Foreign exchange losses 1,142 815
Interest on loans and borrowings 8,072 4,721
Interest on unwinding of discount 4,097 2,378
borrowing costs - 1,813
Loss on disposal of property, plant and equipment 42 35
Loss on partial disposal of interest in equity accounted investee 1,641 -
Gain on disposal of non-current assets - (5,139)
Change in fair value of other derivative liabilities 14,010 (7,771)
share of loss of equity accounted investees 10,934 12,338

Operating profit before changes in working capital 192,231 203,188
Increase/(decrease) in income tax payable (3,557) 58,582
(Increase)/decrease in net deferred tax liabilities/assets (12,353) 6,200
(Increase)/decrease in income tax receivable - 15,439
(Increase)/decrease in trade and other receivables (35,975) (16,505)
(Increase)/decrease in inventories (5,963) (15,908)
(Increase)/decrease in overburden in advance 3,501 5,196
Increase/(decrease) in trade and other payables 38,197 (43,148)
Increase/(decrease) in employee benefits 1,047 1,361
Net cash from operating activities 177,128 214,405

37. RelateD paRties

The following were Key management Personnel of the Group at any time during the year and unless otherwise indicated were Key management Personnel 

for the entire year:

Non-Executive Directors 

Keith De Lacy (Chairman)

Roger marshall

Peter Forbes

Chen Zeng

martin Kriewaldt

Terry O’Reilly

Executive Director
Nicole hollows
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37. RelateD paRties (CONTINuED)

Executives

Peter Kane (Chief Operating Officer, macarthur Coal Limited) 

Gary Lee (vice President, marketing, macarthur Coal Limited)

Lisa Dalton (EGm Corporate services & Company secretary, macarthur Coal Limited)

michael Gray (EGm – Projects & Infrastructure, macarthur Coal Limited, appointed 20 july 2009)

stuart hatton (Chief Financial Officer, macarthur Coal Limited, resigned 30 October 2009)

shane stephan (Chief Development Officer, macarthur Coal Limited, resigned 21 August 2009)

Key management compensation

The Key management Personnel compensation included in ‘personnel expenses’ (see Note 9) are as follows:

2010
$

2009
$

short-term employee benefits 4,045,484 3,452,339
Other long-term benefits 143,745 84,335

Post-employment benefits 240,407 332,544
share-based payments (1) 1,190,124 306,412

5,619,760 4,175,630

(1) Includes shares provided to Directors as part of compensation and expense during the year relating to performance rights to Executives.

Loans to Key Management Personnel and their Related Parties

Details regarding the aggregate of loans made, guaranteed or secured by any entity in the Group to Key management Personnel and their related parties, 

and the number of individuals in each group are as follows:

2010 2009
Loans to Key management Personnel – unsecured - $8,420
Number of Key management Personnel in Group at 30 june - 1

No loans were made to Key management Personnel during the year (2009: $Nil) in respect of the employee share loan plan.  During the year, repayments of 

$8,420 (2009: $3,768) were made on the loans.

All loans to Key management Personnel in relation to the employee share loan plan are interest free and any dividends received on the allocated shares are 

applied to repay the loan balance.  Fixed regular loan repayments are also made to repay the loan balance.  No amounts have been written down or recorded 

as allowances, as the balances are considered fully collectable.

had interest been charged on the loan balances, this would have amounted to a charge of $88 (2009: $348) for the year for all Key management Personnel loans.

Individual Directors and Executives compensation disclosures

Information regarding individual Directors’ and Executives’ compensation and some equity instruments disclosures as permitted by Corporations Regulations 

2m.3.03 and 2m.6.04 is provided in the Remuneration Report section of the Directors’ Report.

No Director has entered into a material contract with the Group since the end of the previous financial year and there were no material contracts involving 

Directors’ interests existing at the reporting date.

Equity instruments
Performance rights may be issued pursuant to the Long Term Incentive Plan. Refer Note 24 for further details.  
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NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
FOR ThE YEAR ENDED 30 juNE 2010

37. RelateD paRties (CONTINuED)

Options and rights over equity instruments 

There were no options held by Key management Personnel at any time during the year.  There was no movement during the reporting period in the 

number of options over ordinary shares in macarthur Coal Limited held, directly, indirectly or beneficially, by each key management person, including their 

related parties. No options held by Key management Personnel are vested but not exercisable at 30 june 2009 or 2010.  As at 30 june 2010, a number of 

performance rights held by Key management Personnel of the Group vested, but had not been settled.  Refer to Note 24 ‘share-based payments – Long Term 

Incentive Plan’ for further details.  In addition, detailed remuneration disclosures are provided in the Remuneration Report section of the Directors’ Report.

Movements in shares

The movement during the year in the number of ordinary shares in macarthur Coal Limited held, directly, indirectly or beneficially, by each key management 
person, including their related parties, is as follows:

Held at
1 July 2009 Acquisitions

Received on 
exercise  

of options 
 or rights Disposals

Held at
30 June 2010

Directors

Keith De Lacy 304,240 17,500(2) - 100,000 221,740
Roger marshall 154,240 17,500(2) - - 171,740
Peter Forbes 52,240 17,500(2) - - 69,740
Chen Zeng 10,000 17,500(2) - - 27,500
martin Kriewaldt 1,000 14,680(3) - - 15,680
Terry O’Reilly 233,304 14,680(3) - - 247,984
Nicole hollows 14,500 - - - 14,500

Executives

Peter Kane 11,552 2,500 - - 14,052
Gary Lee 3,682 - - - 3,682
Lisa Dalton - - - - -
michael Gray(1) - 4,341 - - 4,341
shane stephan(1) 5,682 - - - 5,682
stuart hatton(1) - - - - -

(1) shareholding information for Key management Personnel who were not Key management Personnel for the whole year is only for that portion of the year during which they held a key management 
position. For the purposes of this table, shares held at appointment are assumed to have been held at 1 july and shares held at termination are assumed to be held at 30 june, with any acquisitions or 
disposals prior to appointment or after termination not shown.

(2) Includes 15,000 shares granted as compensation being 10,000 shares relating to the 2009 financial year and 5,000 shares for the first tranche of shares relating to the 2010 financial year.
(3) Includes 12,180 shares granted as compensation being 7,180 shares relating to the 2009 financial year and 5,000 shares for the first tranche of shares relating to the 2010 financial year.

There were no shares granted to Key management Personnel during the year (2009: Nil) as compensation, other than the shares granted to Directors in the 

current and prior year as application of Directors’ fees as detailed in Note 3(l).
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NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
FOR ThE YEAR ENDED 30 juNE 2010

37. RelateD paRties (CONTINuED)

Movements in shares (continued)

The movement during the previous year in the number of ordinary shares in macarthur Coal Limited held, directly, indirectly or beneficially, by each key 
management person, including their related parties, is as follows:

Held at
1 July 2008 Acquisitions

Received on 
exercise  

of options 
 or rights Disposals

Held at
30 June 2009

Directors

Keith De Lacy 294,240 10,000(2) - - 304,240
Roger marshall 144,240 10,000(2) - - 154,240
Peter Forbes 42,240 10,000(2) - - 52,240
Chen Zeng - 10,000(2)  - - 10,000
martin Kriewaldt(1) 1,000 - - - 1,000
Terry O’Reilly(1) 233,304 - - - 233,304
Nicole hollows 10,000 4,500 - - 14,500

Executives

Peter Kane - 11,552 - - 11,552
Gary Lee 3,682 - - - 3,682
Lisa Dalton - - - - -
shane stephan 5,682 - - - 5,682
stuart hatton - - - - -
belinda smith(1) 1,104 - - - 1,104

(1)shareholding information for Key management Personnel who were not Key management Personnel for the whole year is only for that portion of the year during which they held a key management 
position. For the purposes of this table, shares held at appointment are assumed to have been held at 1 july and shares held at termination are assumed to be held at 30 june, with any acquisitions or 
disposals prior to appointment or after termination not shown.

(2) Relates to 10,000 shares granted as compensation for the 2008 financial year.

Non-Key Management Personnel disclosures

Identity of related parties

The Group has related party relationships with its subsidiaries (Note 33), joint ventures (Note 29), jointly controlled entities (Note 30), associated entities 

(Note 34) and its Key management Personnel (refer disclosures of Key management Personnel on preceding pages). The Group also has a related party 

relationship with CITIC Australia Coal Pty Ltd and other members of the CITIC group of companies (CITIC).  The related party relationship arises through 

CITIC’s shareholding in macarthur Coal Limited and its representation on the board of macarthur Coal Limited.  In addition, CITIC is a party to several joint 

ventures to which members of the macarthur Coal Group and other third parties are also members.  These joint ventures undertake either exploration 

activities or operate working coal mines funded by cash calls in the normal course of business. Coal sales (pre-hedging) of $72,073,000 were made to CITIC 

during the year (2009: $4,643,000). These transactions were on an arms’ length basis. At year end, there were no outstanding receivables from CITIC (2009: $Nil)
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NOTEs TO ThE CONsOLIDATED FINANCIAL sTATEmENTs
FOR ThE YEAR ENDED 30 juNE 2010

37. RelateD paRties (CONTINuED)

Associates

macarthur Coal management Pty Ltd, a controlled entity, charges management fees to macarthur Coal (C&m management) 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 and moorvale joint venture participants from the sale in aggregate of the first 2 million tonnes of coal from the Coppabella mine in each 
financial year for the life of the Deed.

macarthur Coal mine management Pty Ltd, a controlled entity, recharges employee expenses at cost to macarthur Coal (C&m management) Pty Ltd, an 
associated entity, and the Coppabella and moorvale joint venture.  The expenses are for work performed by macarthur Coal mine management Pty Ltd 
staff in relation to the Coppabella and moorvale mine activities.  Expenses totalling $44,484,000 (2009: $30,421,000) were charged to macarthur Coal (C&m 
management) Pty Ltd and Coppabella and moorvale joint venture during the year.

The Company recharges employee and administration expenses at cost to macarthur Coal (C&m management) Pty Ltd, an associated entity, and the 
Coppabella and moorvale joint venture.  The expenses are for administration costs and work performed by Company staff in relation to Coppabella 
and moorvale mine activities.  Expenses totalling $24,944,000 (2009: $9,214,000) were charged to macarthur Coal (C&m management) Pty Ltd and the 
Coppabella and moorvale joint venture during the year.

macarthur Coal (C&m Equipment) Pty Ltd, an associated entity, recharges lease expenses, interest and depreciation expenses at cost to macarthur Coal 
(C&m management) Pty Ltd, an associated entity, and the Coppabella and moorvale joint venture.  The expenses are associated with mining equipment 
used in relation to Coppabella and moorvale mine activities.  Expenses totalling $19,133,000 (2009: $30,801,000) were charged to macarthur Coal (C&m 

management) Pty Ltd and the Coppabella and moorvale joint venture during the year.  The Group has a 73.3% interest in this joint venture.

The aggregate amounts receivable and payable by the Group from non-Director related parties are shown in Notes 16 and 22.

Jointly controlled entities
Custom mining Pty Ltd, a controlled entity, makes contributions to middlemount Coal Pty Ltd for the purposes of funding the activities of the middlemount 
Coal project, in line with the shareholders’ agreement.  Contributions totalling $52,696,000 were made during the year (2009: $31,850,000).  An additional 
amount of $906,000 (2009: $812,000) was advanced to middlemount Coal Pty Ltd by the Company to fund other corporate costs.

The Company has a related entity payable to monto Coal 2 Pty Ltd of $29,518,000 (2009: $33,198,000), which is payable to cover costs related to the 

development of stage 1 of the monto Coal joint venture.

38. paRent entity DisclosuRes

As at, and throughout, the financial year ending 30 june 2010 the parent company of the Group was macarthur Coal Limited.

Company
2010
$’000

2009
$’000

Result of the parent entity

Profit for the period 125,182 25,909
Other comprehensive income - -
Total comprehensive income for the period 125,182 25,909

Financial position of parent entity at reporting date

Current assets 424,040 355,628
Total assets 1,065,997 946,913

Current liabilities 44,318 96,135
Total liabilities 277,710 292,340

Total equity of the parent entity comprising of:

share capital 713,420 651,423
share-based payment reserve 399 146
Retained earnings 74,468 3,004
Total equity 788,287 654,573

F
or

 p
er

so
na

l u
se

 o
nl

y



163macarthur coal limited     2010     aNNual rePort     

Notes to the coNsolidated fiNaNcial statemeNts
for the year eNded 30 juNe 2010

38. Parent entity disclosures (coNtiNued)

Litigation

refer to Note 32 for details of litigation faced by the company.

Company
2010
$’000

2009
$’000

Parent entity commitments for operating leases

future operating lease rentals not provided for in the financial statements and payable:

Not later than one year 2,867 2,443
later than one year but not later than five years 6,601 6,741
later than five years 1,088 2,122

10,556 11,306

Company

Parent entity commitments on behalf of joint ventures
2010
$’000

2009
$’000

commitments under the electricity, water, rail and port agreements for joint ventures not provided for in the financial 
statements and payable:

Not later than one year 32,437 21,490
later than one year but not later than five years 175,270 157,345
later than five years 276,478 326,577

484,185 505,412

Guarantees
the company has provided bank guarantees totalling $422,000 (2009: $422,000) in respect of the company’s Brisbane head office. these amounts are 
secured by bank deposits to the value of $333,000 (2009: $333,000).(1)

(1)  this contingent liability is considered remote.

refer to Note 32 for details of other guarantees provided by the company.

39. subsequent events

macarthur coal has entered into a binding term sheet with mcG Group companies (“mcG companies”) to acquire shares in an incorporated joint venture 
with the mcG companies to develop mdl162 (mcc:90% and mcG companies:10%) (“acquisition”). the acquisition is subject to the approval of the foreign 
investment review Board (“firB”) and the parties have agreed to negotiate comprehensive legal documentation in relation to the acquisition. 

macarthur will pay $334.35 million in cash to the mcG companies for a 90% interest in the incorporated joint venture and the funds will be used by 
the mcG companies to complete the acquisition of mdl162 from stanwell corporation limited (“stanwell”). mdl162 is a deposit of predominantly 
metallurgical coal with rail infrastructure in close proximity. macarthur will also contribute $25.65 million to mcG for funding of exploration and to undertake 
a Bankable feasibility study.  macarthur intends to raise in excess of a$400 million to fund the acquisition through an institutional placement and share 
purchase plan.

the mcG companies have an unconditional purchase agreement with stanwell to acquire mdl162, and the consent of stanwell has been sought to extend 
the time for completion of the acquisition, pending the approval of firB.

the directors of macarthur believe it is impracticable to disclose the fair values of the assets and liabilities of the incorporated joint venture as at 24 august 
2010, as there are certain conditions and requirements of the term sheet that remain outstanding that may impact the transaction. it is the expectation of 
the Board that all elements of the transaction will become unconditional in late september 2010.

there were no other matters arising subsequent to the end of the financial year that would have a material impact on the Group.F
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MACARTHUR COAL LIMITED 
DIRECTORS’ DECLARATION

1. In the opinion of the Directors of Macarthur Coal Limited (‘the Company’):

a) the financial statements and notes set out on pages 104 to 163, and the Remuneration Report in the Directors’ Report set out on pages 85 to 99, are in 

accordance with the Corporations Act 2001, including:

(i) giving a true and fair view of the Group’s financial position as at 30 June 2010 and of its performance, for the financial year ended on that date; and

(ii) complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and the Corporations Regulations 2001;

b) the financial report also complies with International Financial Reporting Standards as disclosed in Note 2(a); and

c) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and payable.

2. The Directors have been given the declarations required by Section 295A of the Corporations Act 2001 from the Chief Executive Officer and EGM - Finance for 

the financial year ended 30 June 2010.

Dated at Brisbane this 24th day of August 2010.

Signed in accordance with a resolution of the Directors:

Keith De Lacy

Chairman
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INDEPENDENT AuDITOR’s REPORT TO ThE mEmbERs OF 
macaRthuR coal limiteD

RepoRt on the financial RepoRt

we have audited the accompanying financial report of the Group comprising macarthur Coal Limited (the Company) and the entities it controlled at the year’s 

end or from time to time during the financial year, which comprises the consolidated statement of financial position as at 30 june 2010, and the consolidated 

statement of comprehensive income, consolidated statement of changes in equity and consolidated statement of cash flows for the year ended on that date, 

a summary of significant accounting policies and other explanatory Notes 1 to 39 and the Directors’ declaration.

Directors’ responsibility for the financial report 

The Directors of the Company are responsible for the preparation and fair presentation of the financial report in accordance with Australian Accounting 

standards (including the Australian Accounting Interpretations) and the Corporations Act 2001. This responsibility includes establishing and maintaining 

internal control relevant to the preparation and fair presentation of the financial report that is free from material misstatement, whether due to fraud or 

error; selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances. In Note 2(a), 

the Directors also state, in accordance with Australian Accounting standard AAsb 101 Presentation of Financial Statements, that the financial report, 

comprising the financial statements and notes, complies with International Financial Reporting standards.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial report based on our audit. we conducted our audit in accordance with Australian Auditing 

standards. These Auditing standards require that we comply with relevant ethical requirements relating to audit engagements and plan and perform the 

audit to obtain reasonable assurance whether the financial report is free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial report. The procedures selected depend 

on the auditor’s judgement, including the assessment of the risks of material misstatement of the financial report, whether due to fraud or error. In making 

those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial report in order to 

design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 

internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by 

the Directors, as well as evaluating the overall presentation of the financial report. 

we performed the procedures to assess whether in all material respects the financial report presents fairly, in accordance with the Corporations Act 2001 

and Australian Accounting standards (including the Australian Accounting Interpretations), a view which is consistent with our understanding of the Group’s 

financial position and of its performance. 

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

Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001.

KPMG, an Australian partnership and a member firm of the KPMG  
network of independent member firms affiliated with KPMG  
International, a Swiss cooperative.

Liability limited by a scheme approved under  
Professional Standards Legislation.
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KPMG, an Australian partnership and a member firm of the KPMG  
network of independent member firms affiliated with KPMG  
International, a Swiss cooperative.

Liability limited by a scheme approved under  
Professional Standards Legislation.

Auditor’s opinion

In our opinion:

(a)  the financial report of the Group is in accordance with the Corporations Act 2001, including:  

(i) giving a true and fair view of the Group’s financial position as at 30 June 2010 and of its performance for the year ended on that date; and 

(ii) complying with Australian Accounting Standards (including the Australian Accounting Interpretations) and the Corporations Regulations 2001.

(b)  the financial report also complies with International Financial Reporting Standards as disclosed in Note 2(a).

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 85 to 99 of the Directors’ report for the year ended 30 June 2010. The Directors of the  

Company are responsible for the preparation and presentation of the Remuneration Report in accordance with Section 300A of the Corporations Act 2001. 

Our responsibility is to express an opinion on the Remuneration Report, based on our audit conducted in accordance with auditing standards.

Auditor’s opinion

In our opinion, the Remuneration Report (except for Section 5.3.4 of the Remuneration Report which is unaudited) of Macarthur Coal Limited for the year 

ended 30 June 2010 complies with Section 300A of the Corporations Act 2001.

KPMG

Robert S Jones 

Partner

Brisbane 

24 August 2010

INDePeNDeNT AuDITOR’S RePORT TO The MeMBeRS OF 
Macarthur coal liMited (CONTINueD)
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Please note all documents lodged with the AsX are also provided on the macarthur 

Coal website under Investor Relations: www.macarthurcoal.com.au

DiviDenD policy
The macarthur Coal Dividend Policy is to pay 
approximately 50% of net profit after tax as a 
dividend.

DiviDenD Reinvestment plan
macarthur Coal announced the establishment 
of a Dividend Reinvestment Plan (DRP) on 17 
August 2010.  The DRP provides macarthur 
Coal shareholders with the opportunity to use 
their dividends to acquire additional shares in 
macarthur Coal without incurring brokerage 
or transaction fees.  Participation in the DRP 
is voluntary.  shareholders who choose to 
participate have the choice of full or partial 
participation.  shareholders are able to vary their 
level of participation or cancel at any time.  

shareholders with registered addresses 
in Australia and New Zealand are free to 
participate.  however, participation by other 
shareholders is conditional on the laws where 
shareholders reside.  The DRP rules are available 
on the website: www.macarthurcoal.com.au

shaReholDeR communication policy

macarthur Coal is dedicated to providing current 

and potential shareholders with timely, balanced 

communication using plain language.  The 

shareholder Communication Policy is available 

on the website: www.macarthurcoal.com.au

continuous DisclosuRe
Copies of macarthur Coal’s announcements 
since the Company listed as a public company 
(including all quarterly, half yearly and annual 
reports) are available on the macarthur Coal 
website: www.macarthurcoal.com.au

shareholders may register to receive AsX 
announcements via email by visiting the investor 
information section of the website.

weBsite
macarthur Coal’s website  
(www.macarthurcoal.com.au) enables 
stakeholders to access Company information  
at their convenience.  The website contains  
the following:

•	 Macarthur	Coal’s	mining	interests

•	 Macarthur	Coal’s	project	portfolio

•	 Executive	Management	and	Board	of	

Directors’ details

•	 Share	price

•	 Share	registry	details

•	 All	announcements	made	to	the	ASX

•	 General	Meeting	information

•	 Notices	of	Meetings

•	 Chairman’s	and	CEO’s	addresses

•	 Resolution	results

•	 Corporate	governance	policies

shaRe RegistRy
Computershare Limited maintains macarthur 
Coal’s share registry.

computeRshaRe
Level 19, 307 queen street

brisbane qLD 4000

GPO box 523

brisbane qLD 4001

Phone: 1300 552 270 (within Australia)

 61 7 3237 2100 (outside Australia)

Fax:  07 3229 9860

website: www-au.computershare.com

The following shareholder forms are 
available from Computershare and are on the 
Computershare website:

•	 change	of	address	notification

•	 change	of	account	designation

•	 direct	credit	instruction

•	 minor(s)	statement	and	indemnity

•	 name	change	statutory	declaration

•	 name	correction	request	and	indemnity

•	 request	to	consolidate	holdings

•	 standard	transfer

•	 Annual	Report	election

•	 TFN,	ABN	or	exemptions	notification

All forms should be submitted directly to 
Computershare.

shaReholDeR feeDBack
Feedback or comments with respect to 
shareholder communications are welcome.  

Please direct any comments to the 
Communication manager (see details below).

communication manageR Details
write to:

Communication manager

macarthur Coal Ltd

GPO box 1025

brisbane qLD 4001

Email: info@macarthurcoal.com.au

Phone: 07 3221 7210

Fax: 07 3229 1776

Calendar of Events

Date Event

25 August 2010 Full Year 2010 Results lodged with AsX

25 October 2010 september 2010 quarterly Report lodged with AsX

27 October 2010 Annual General meeting, 11am, brisbane Convention and Exhibition Centre

26 january 2011 December 2010 quarterly Report lodged with AsX

23 February 2011 half Year 2011 Results lodged with AsX

27 April 2011 march 2011 quarterly Report lodged with AsX

27 july 2011 june 2011 quarterly Report lodged with AsX

24 August 2011 Full Year 2011 Results lodged with AsX

26 October 2011 september 2011 quarterly Report lodged with AsX

Additional copies of this report can be obtained by contacting the Communication Officer (see details 

below).  A copy is also accessible on the macarthur Coal website: www.macarthurcoal.com.au

INvEsTOR quICK REFERENCE GuIDE
APPENDICEs
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Additional information required by the Australian 

stock Exchange Limited Listing Rules and not 

disclosed elsewhere in this report is set out below.

suBstantial shaReholDeRs as at  
19 august 2010

substantial shareholders are set out below:

Name Percentage

CITIC Group 22.7%

Arcelormittal sA 16.6%

POsCO 8.3%

voting Rights
Ordinary shares – Refer to Note 27 to the financial 
statements.
Employee shares – Refer to Note 24 of the financial 
statements.
Options – Refer to Note 24 of the financial 
statements.

DistRiBution of shaReholDeRs anD 
theiR holDing as at 19 august 2010

Shareholders Number of 
shareholders

Number of 
shares

1-1,000 6,476 3,247,612

1,001 – 5,000 5,035 12,529,663

5,001 – 10,000 819 6,065,804

10,001 – 100,000 439 9,747,995

100,001 and over 52 222,742,035

Total 12,821 254,333,109

The number of shareholders holding less than 

 a marketable parcel of ordinary shares is 450.  

There is no current on-market buy-back.

top 20 shaReholDeRs as at 19 august 2010

# Name Percentage # of Shares

1 CITIC GROuP 22.75 57,870,430

2 ARCELORmITTAL NEThERLANDs bv 16.60 42,219,184

3 hsbC CusTODY NOmINEEs (AusTRALIA) LImITED 13.33 33,915,161

4 POsCO 8.34 21,215,700

5 NATIONAL NOmINEEs LImITED 7.76 19,747,554

6 j P mORGAN NOmINEEs AusTRALIA LImITED 7.14 18,149,081

7 ANZ NOmINEEs LImITED –  CAsh INCOmE A/C 2.82 7,178,464

8 CITCORP NOmINEEs PTY LImITED 2.32 5,908,542

9 ubs NOmINEEs PTY LTD 0.78 1,995,838

10 hsbC CusTODY NOmINEEs (AusTRALIA) LImITED – A/C 2 0.56 1,423,480

11 COGENT NOmINEEs PTY LImITED 0.50 1,259,162

12 hsbC CusTODY NOmINEEs (AusTRALIA) LImITED – 
GsCO ECA

0.48 1,221,849

13 AmP LIFE LImITED 0.39 993,659

14 bRIsPOT NOmINEEs PTY LTD - hOusE hEAD NOmINEE 
NO 1 A/C

0.29 744,951

15 RbC DEXIA INvEsTOR sERvICEs AusTRALIA NOmINEEs 
PTY LImITED - PIPOOLED A/C

0.27 690,408

16 RbC DEXIA INvEsTOR sERvICEs AusTRALIA NOmINEEs 
PTY LImITED - GsAm A/C

0.25 646,118

17 ubs wEALTh mANAGEmENT AusTRALIA NOmINEEs  
PTY LTD

0.19 480,631

18 Cs FOuRTh NOmINEEs PTY LTD – uNPAID A/C 0.18 446,150

19 bOND sTREET CusTODIANs LImITED – mACquARIE 
smALLER CO's A/C

0.17 437,011

20 uCA GROwTh FuND LImITED 0.16 400,000

ADDITIONAL shAREhOLDER INFORmATION

AGILITY IN A GLObAL mARKET168

Total Shareholder Return 2010
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Source: Thomson Reuters
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GLOssARY

bcm
A cubic metre of rock or material in situ before it is 
extracted

$M
million dollars

AICD
Associate of the Australian Institute of Company Directors

AGM
Annual General meeting

ASIA
Associate of the securities Institute of Australia

ASIC
Australian securities and Investments Commission

ASX
Australian stock Exchange

Bowen Basin
The principal coal mining area in queensland

Cast blast
A blast designed to throw a percentage of overburden 
material in to the final waste material

CHPP
Coal handling and preparation plant

CO2-e
Carbon dioxide equivalent

Coking Coal
Coal which is suitable for making coke

Corporate governance
The system by which companies are directed and managed

CPRS
Carbon pollution reduction scheme

Crude steel
unrefined steel

Cultural heritage
The requirements set out in the Aboriginal Cultural Heritage 
Act 2003 regarding significant Aboriginal areas or objects 
or evidence of archaeological or historical significance of 
Aboriginal occupation of an area of queensland

DERM 
Department of Environment and Resource management

Dividend 
Payment from the Company’s profits to its shareholders

Dragline
A large earthmoving machine with a bucket suspended by 
cables from a crane-like boom

EBIT
Earnings before interest and tax

EBITDA
Earnings before interest, tax, depreciation and amortisation

EIS
Environmental Impact study/statement

EPC
Exploration permit for coal

FOB
Free on board

FOR
Free on Rail

Geological modeling
The recording of physical characteristics of different rock 
types from boreholes

Hedging 
A process to protect against or reduce a risk

Indicated Resource
That part of a mineral Resource for which tonnage, 
densities, shape, physical characteristics, grade, and 
mineral content can be estimated with a high level of 
confidence

Inferred Resource 
That part of a mineral Resource for which tonnage, grade 
and mineral content can be estimated with a reasonable 
level of confidence

JORC Code
A code prepared by the joint Ore Reserve Committee 
which defines criteria for publicly reporting resources and 
reserves

KPIs
Key performance indicators

Low volatile coal
Coal with less than 17% volatile matter

LTIFR
Lost time injury frequency rate

Measured Resource
That part of a mineral Resource for which tonnage, 
densities, shape, physical characteristics, grade and 
mineral content can be estimated with a high level of 
confidence

Metallurgical coal
Coal used in the production of steel

Mtpa
million tonnes per annum

MLA 

mining lease application

NPAT
Net profit after tax

 

OCI
Organisational Culture Inventory

OEI
Organisational Effectiveness Inventory

Open-cut mine
A mine worked at and from the surface

Overburden
material which overlies a deposit of useful material

PCI
Pulverised coal injection

Pig iron
Raw iron produced from blast furnaces

ROM
Run of mine

Reserves
The economically mineable part of measured or Indicated 
Coal Resource at the time of reporting as defined in the 
jORC Code

Reserves
The economically mineable part of measured or Indicated 
Coal Resource at the time of reporting as defined in the 
jORC Code

Resources
The part of the coal deposit for which there is a reasonable 
prospect for eventual economic extraction as defined in the 
jORC Code

Royalties
state government charges for the mining of coal

Slimcore
A borecore less than 90 millimetres in diameter

Strike length
The length of a deposit able to be accessed for mining 

Strip ratio
The proportion of overburden volume that is required to be 
removed to mine a certain tonnage of coal

Tenement
A mining lease, exploration permit, or mineral development 
licence

Thermal coal
Coal which is combusted to provide heat for steam 
generation and subsequent power generation

TRIFR
Total recordable injury frequency rate

Unincorporated Joint Venture
A business structure in which participants have several 
liability, fund operating and capital costs and receive the 
production in proportion to their level of ownership
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mACARThuR COAL’s AssETs

Asset Interest Held Subsidiary Company Holding Asset Joint Venture and Manager

Coppabella Mine 73.3% Coppabella Coal Pty Ltd
Coppabella and moorvale joint venture – managed by macarthur Coal  
(C&m management) Pty Ltd (mCCm)

Moorvale Mine 73.3% Coppabella Coal Pty Ltd
Coppabella and moorvale joint venture – managed by macarthur Coal (C&m 
management) Pty Ltd

Olive Downs North 73.3% Coppabella Coal Pty Ltd
Coppabella and moorvale joint venture – managed by macarthur Coal (C&m 
management) Pty Ltd

Monto 41% monto Coal 2 Pty Ltd monto Coal joint venture – managed by monto Coal Pty Ltd

Amaroo 85% bb Interests Pty Ltd bowen basin Coal joint venture – managed by bb Interests Pty Ltd

Codrilla 85% bb Interests Pty Ltd bowen basin Coal joint venture – managed by bb Interests Pty Ltd

Vermont East 85% bb Interests Pty Ltd bowen basin Coal joint venture – managed by bb Interests Pty Ltd

Wilunga 85% bb Interests Pty Ltd bowen basin Coal joint venture – managed by bb Interests Pty Ltd

Capricorn 85% Capricorn Coal Pty Ltd Capricorn joint venture – managed by Capricorn Coal Pty Ltd

Middlemount 72.48%
middlemount Coal Pty Ltd (5%) and its 
subsidiary Ribfield Pty Ltd (95%)

middlemount Coal Pty Ltd

Moorvale West 90% moorvale west Coal Pty Ltd moorvale west joint venture – managed by moorvale west Coal Pty Ltd

Olive Downs South 90% Olive Downs Coal Pty Ltd
Olive Downs south joint venture (formerly Olive Downs joint venture) – 
managed by Olive Downs Coal Pty Ltd

West/North Burton 65% west burton Coal Pty Ltd west/North burton joint venture – managed by west burton Coal Pty Ltd

West Walker 85% west walker Coal Pty Ltd west walker joint venture – managed by west walker Coal Pty Ltd

West Rolleston 90% west Rolleston Coal Pty Ltd west Rolleston joint venture – managed by west Rolleston Coal Pty Ltd
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aBn 
40 096 001 955

officeR 
Company Secretary
Lisa Dalton

RegisteReD office
100 Melbourne Street
South Brisbane, Qld 4101

postal aDDRess

GPO Box 1025
Brisbane, Qld 4001
telephone: 07 3221 7210
facsimile: 07 3229 1776
email:  info@macarthurcoal.com.au
website:  www.macarthurcoal.com.au

location of shaRe RegistRy
Computershare Investor Services Pty Limited
Level 19, 307 Queen Street
Brisbane QLD 4000 
phone: 1300 552 270  
website: www-au.computershare.com

stock exchange
Macarthur Coal is listed on the  
Australian Stock Exchange
The Home Exchange is Brisbane

asx coDe
Ordinary shares: MCC

otheR infoRmation
Macarthur Coal Limited, incorporated and 
domiciled in Australia, is a publicly listed 
company limited by shares
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