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This financial report covers the consolidated entity consisting of Port Waratah Coal Services Limited
and the entity it controlled during 2014. Port Waratah Coal Services Limited (‘Port Waratah’) is a
company limited by shares, incorporated and domiciled in Australia. Its principal place of business is:

Port Waratah Coal Services Limited
Curlew Street

Kooragang Island, Newcastle

New South Wales, Australia
Telephone (02) 4907 2000

A description of the nature of the company’s operations and its principal activities is included in the
review of operations and activities in the Directors’ Report commencing on page 3. Port Waratah’s
annual report is available on the company’s website www.pwcs.com.au.
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Chairman’s Report

Port Waratah Coal Services loaded a record | | 1.9 Million tonnes of coal in 2014, a 2.4% increase on 2013. This
throughput was loaded onto 1,228 vessels, also a record performance.

| am pleased to report a significant improvement in safety performance during 2014, with a reduction in both the
number of injuries sustained (two during 2014 in comparison to four injuries in 2013 and ten injuries in 2012)
and the lost time injury frequency rate. Of particular note is our contractor safety performance, with 429 days
injury free being recorded at the end of 2014. This significant improvement is a credit to all Port Waratah
employees and contractors and positions the business further along the road to Zero Harm.

| am delighted that Port Waratah received national recognition in winning the Best Health and Wellbeing
Programme at the National Safety Council of Australia, 2014 National Safety Awards of Excellence. This award
encompassed all of the employee health initiatives we have in place, including those that were a result of the
Health Study Report recommendations published in 2012. Our employee health programme is a result of the
combined efforts of Port Waratah Leadership, the Health and Safety Committee members and the Health and
Safety team and importantly, employee participation in and support of these initiatives.

2014 proved to be another year of significant challenge for the New South Wales and global coal industries.
During 2014, Port Waratah implemented operational and employee restructuring in order to improve focus and
accountability across all aspects of the business and to continue to aggressively reduce our cost base.
Management has been able to further improve our competitiveness with the coal handling charge being reduced
to an historic low in both nominal and real terms of $2.50 per tonne effective | January 2015. This restructuring,
whilst being challenging and difficult, has been essential to continue to provide the lowest possible cost
environment for New South Wales coal producers.

In June 2014, the Terminal 4 Project development application was referred to the Planning Assessment
Commission (PAC) by the NSW Department of Planning and Environment. The PAC undertook an independent
review of the Project’s Environmental Assessment and related submissions and reports, with Public Hearings
being held in August 2014. In December 2014, the PAC released its Review Report, which concluded that there
is merit in allowing the project to proceed, subject to certain conditions, which is a critical milestone in the
Terminal 4 approval process which has taken four years to date. During 2015, Port Waratah will continue to
seek all further approvals for Terminal 4 to enable construction to commence when contracted demand dictates.

The continued operation of Port Waratah’s facilities at Carrington remains critical to our ability to meet long
term demand for coal exports. Two significant developments in 2014 have underpinned this, with new leases
being executed with the Newcastle Port Corporation and Port of Newcastle Operations to secure operations
until 2024 and the Board’s approval of the replacement of the Carrington Terminal shiploaders which will be
completed in 2016.

| have advised the Board of my intention to step down as Chairman at the end of May 2015, after nearly six years
in the role. My tenure has seen a significant expansion of capacity at Port Waratah, the introduction and
successful implementation of the Long Term Commercial Framework and more recently, restructuring to create
a leaner and more cost focused business. | am extremely proud of Port Waratah’s achievements during my
tenure and would like to thank the Directors for their support and wise counsel.

On behalf of the Board | would like to express my sincere appreciation for the efforts of our
Chief Executive Officer, Hennie du Plooy, the Management team and all of our employees
and contractors for their contributions to making Port Waratah a safer and more
competitive business during 2014.

i

MICHAEL HARVEY
CHAIRMAN
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Directors’ Report

In respect of the financial year the Directors
of Port Waratah Coal Services Limited (the
company) submit the following report:

Directors’ Details

The Directors of the company in office at the
date of this report are detailed below. Directors
holding office for part of the financial year are
detailed in Note 21.

M Harvey

Bachelor of Science (Industrial Studies), Honours
Member, Australian Institute of Company Directors
Chairman, PWCS since August 2009

] M Cleland

Bachelor of Economics

Graduate Diploma in Financial Management

Head of Infrastructure, Anglo American Metallurgical
Coal Pty Ltd

Chairman, Dalrymple Bay Coal Terminal Pty. Ltd.

Chairman, Half-Tide Marine Pty Ltd

Chairman, Integrated Logistics Company Pty Ltd

Director, Newcastle Coal Shippers Pty Limited

Director, PWCS since January 2012

M R Eaglesham

Bachelor of Engineering, Honours

Masters of Business Administration

Chief Operating Support & Development Officer, Rio Tinto
Coal Australia Pty Limited

Director, Newcastle Coal Shippers Pty Limited

Alternate Director, Hunter Valley Coal Chain
Coordinator Ltd

Alternate Director, Queensland Resources Council

Director, PWCS since July 2014

T Nomura

Bachelor of Law

Managing Director, Nippon Steel & Sumitomo Metal
Australia Pty Ltd

Director, PWCS Since June 2014

H Okamoto

Bachelor of Chemical Engineering

Group Leader, Coal Group, Toyota Tsusho Corporation

Managing Director, Toyota Tsusho Group and its related
Companies

Managing Director, Navidale Pty. Limited

Director, RHA Pastoral Company Pty. Limited

Director, Tomen Panama Asset Management S.A.

Director, PWCS since March 2013

A E Pitt

Bachelor of Commerce, Honours

Graduate, Australian Institute of Company Directors

Director, Logistics and Procurement, Glencore Coal Assets
Australia Pty Limited

Chairman, Newcastle Coal Shippers Pty Limited

Director, Abbot Point Bulkcoal Pty. Ltd.

Director, Bowen Towage Service Pty. Limited

Director, Dalrymple Bay Coal Terminal Pty. Ltd.

Director, Glencore Rail (NSW) Pty Limited

Director, Half-Tide Marine Pty Ltd

Director, Integrated Logistics Company Pty Ltd

Director, Port Kembla Coal Terminal Limited

Director, Surat Basin Rail Pty Ltd

Director, Wiggins Island Coal Export Terminal Pty Limited
Alternate Director, Hunter Valley Coal Chain Coordinator Limited
Alternate Director, Queensland Resources Council

Director, PWCS since January 2010

J E Richards

Bachelor of Rural Science, Honours |

Managing Director and Chief Executive Officer, The Bloomfield Group
and associated companies

Member, Australian Institute of Company Directors

Member, Executive Committee New South Wales Minerals
Council Ltd

Director, ACA Low Emissions Technologies Limited

Director, PWCS since September 2010

C Salisbury

Bachelor of Metallurgical Engineering

Fellow, Australian Institute of Company Directors
Chief Executive Officer, Coal & Allied Industries Limited
Managing Director, Rio Tinto Coal Australia Pty Limited
Member, Blair Athol Joint Venture

Member, Hail Creek Joint Venture

Member, Warkworth Joint Venture

Director, Australian Coal Holdings Pty. Limited
Director, Blair Athol Coal Pty. Ltd

Director, CNA Resources Limited

Director, Coal & Allied Industries Limited
Director, Coal & Allied Operations Pty Ltd
Director, Hail Creek Marketing Pty Ltd

Director, Newcastle Coal Shippers Pty Limited
Director, Queensland Coal Pty. Limited

Director, Queensland Resources Council
Director, Rio Tinto Coal Australia Pty Limited
Director, Rio Tinto Coal NSW Holdings Limited
Director, Warkworth Mining Limited

Director, Warkworth Pastoral Co. Pty Ltd
Director, Warkworth Tailings Treatment Pty Ltd
Director, PWCS since October 2013

Y Takasugi

Bachelor of Law

Director, Japan Coal Development Co., Ltd
Director, PWCS since July 2014

P A Wilkes

Bachelor of Business (Accounting)

Financial Controller, Glencore Coal (NSW) Pty Limited

Director, Cumnock Management Pty Limited

Director, Glencore Coal (NSW) Processing Pty Limited

Director, Mangoola Coal Operations Pty Limited

Director, Ravensworth Coal Terminal Pty Limited and its related
companies

Director, Resource Pacific Holdings Pty Limited

Director, Resource Pacific Pty Limited

Director, Tahmoor Coal Pty Limited

Alternate Director, Port Kembla Coal Terminal Limited

Director, PWCS since July 2013
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Alternate Directors

K lIto (for Y Takasugi)
Bachelor of Economics

Managing Director, J.C.D. Australia Pty Limited
Director, Blair Athol Coal Pty. Ltd.

Director, Clermont Coal Mines Limited

M Klasen (for A E Pitt)

Bachelor of Commerce

Graduate Diploma Computing

Graduate, Australian Institute of Company Directors

Financial Controller, Glencore Coal Assets Australia Pty Limited

Director, Ulan Coal Mines Limited and its related companies

Director, Liddell Coal Operations Pty. Limited and its related
companies

Director, Mt Owen Pty Limited

Director, Glendell Mining Pty Ltd

Director, Collinsville Coal Operations Pty Limited

Alternate Director, Port Kembla Coal Terminal Limited

N Kushibuchi (for T Nomura)
Bachelor of Social Science
Managing Director, JFE Steel Australia Resources Pty Ltd

B F Lewis (for ) E Richards)

Bachelor of Engineering (Electrical), Honours

Master of Business Administration

General Manager (Marketing), Bloomfield Collieries Pty Ltd
Director, Bloomfield Collieries Pty Ltd and its related companies
Director, Corky’s Carbon and Combustion Pty Ltd

Director, Hunter Valley Coal Chain Coordinator Limited

R H McCullough (for H Okamoto)
Bachelor of Engineering (Civil), Honours
Master of Business Administration
Director, Greenpower Energy Limited
Director, Oakbridge Pty Limited

S P Maresh
Bachelor of Science
Graduate Diploma Human Resource Management
Alternate Director, Newcastle Coal Shippers Pty Ltd
Executive Committee Member, NSW Minerals Council

(for C Salisbury)

AW Mason
Bachelor of Arts
Diploma in Financial Management
Diploma in Applied Finance and Investment
Director of Finance, Glencore Coal Assets Australia Pty Ltd
Director, Austral Coal Limited and its related companies
Director, Bargo Collieries Pty Limited
Director, Cumnock Coal Pty Limited and its related
companies
Director, Liddell Collieries Pty Limited and its related companies
Director, Narama Investments Pty Limited
Director, Oakbridge Pty Limited and its related companies
Director, OCAL Macquarie Pty Limited
Director, Resource Pacific Holdings Pty Limited and its related
companies
Director, Glencore Coal Assets Australia Pty Ltd
Alternate Director, Newcastle Coal Shippers Pty Limited

(for P Wilkes)
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K Moore

Bachelor of Business
Bachelor of Laws (Hons.)
Masters of Laws
Manager Infrastructure Strategy Anglo American Coal
Director, Hunter Valley Coal Chain Coordinator Limited

(for ] Cleland)

L Muir (for H Okamoto)

Certificate in Industrial Law

Consulting Advisor, Toyota Tsusho Group and its related
companies

T Okada (for H Okamoto)

Bachelor of Business Administration

Company Secretary, Navidale Pty. Limited

Company Secretary, RHA Pastoral Company Pty. Limited

Company Secretary, Toyota Tsusho Group and its related
companies

M Okano

Bachelor of Economics
Project General Manager, Toyota Tsusho Corporation
Director, Toyota Tsusho Group and its related companies
Director, Navidale Pty. Limited

Director, RHA Pastoral Company Pty. Limited

(for H Okamoto)

R Samukawa
Bachelor of Economics
Manager, J.C.D. Australia Pty Limited

(for Y Takasugi)

T Sano (for T Nomura)

Bachelor of Foreign Studies

Director, Nippon Steel & Sumitomo Metal Australia Pty Ltd
Director, Nippon Steel & Sumikin Resources Australia Pty Ltd
Director, Nippon Steel & Sumikin Newcastle Pty Ltd

M Shiraishi (for H Okamoto)
Bachelor of Social Science
General Manager, Mitsui & Co. (Australia) Ltd.

A Viertel (for M Eaglesham)
Bachelor of Mechanical Engineering

Master of Business Administration

Manager of Infrastructure, Rio Tinto Coal Australia



Directors’ Meetings

Meetings held Meetings
Whilst in office attended

The number of meetings of the company’s
Board of Directors and Sub-Committees of
the Board of Directors held during the

financial year were: Audit & Risk Committee

J M Cleland 4 4
Board of Directors 6 M Harvey 4 4
HSE Committee 4 H M Newell 2 2
Audit & Risk Committee 4 P C Taylor 4 3
P A Wilkes 2 2

The attendance details of Directors at Board
meetings and Sub-Committees of the Board
of Directors held throughout the financial
year are as follows:
Meetings held Meetings
whilst in office attended

Company Secretaries
The company secretaries are:
Mr G V Crowe. Mr Crowe was appointed to

the position of company secretary in July 2008.
Mr Crowe is a fellow of CPA Australia.

Board of Directors Mr ] A Oliver. Mr Oliver was appointed to the
Directors position of company secretary in February 2008.

M Harvey 6 6 Mr Oliver is a member of Chartered Accountants
J M Cleland 6 6 Australia and New Zealand and a fellow of
M R Eaglesham 3 3 CPA Australia.
Y Nakata 3 3
H M Newell 3 ' Principal Activities
T Nomura 3 3 The principal activities of the company were the
x E)Il;amoto 2 é provision of coal receival, blending, stockpiling
JE Ricl:zcards 6 4 and shiploading services in the Port of Newcastle.
C Salisb 6 3 .
Y TZIZsEg 3 i Trading Results
K Usuda 3 . The net profit of the consolidated entity for the
P A Wilkes 6 financial year was $47.8 million after an income tax
Alternate Direct expense of $19.6 million.
ernate Directors
:j ll? g > Dividends
M KIII;;:I: 6 : Total dividends paid during the financial year
N Kushibuchi 6 ) were as follows:
B F Lewis 6 2
S P Maresh 6 2 Importer & Exporter Class
A W Mason 6 - Shares
R H McCullough 6 5 Final 2013 dividend and First
K R Moore 3 . Interim 2014 dividend paid $16,000,000
L W Muir | I 26 March 2014.
T Okada 6 4 Fully Franked
M Okano 6 2
C Robertson 3 - Importer & Exporter Class
R Samukawa 6 I Shares
T Sano - - Second Interim 2014 dividend
A W Viertel 3 - paid |7 September 2014. $16,000,000
Fully Franked
Health, Safety and Environment Committee $32,000,000
M Harvey 4 4
S Coleman 2 2
D Mclachlan 2 -
J E Richards 4 4
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Review of Operations

During the financial year the company handled | 11.9 million tonnes of coal through its Carrington and
Kooragang Terminals (2013, 109.2 million tonnes), representing increased tonnage of 2.4% on the
previous year. The above mentioned tonnage was loaded aboard 1,228 vessels (2013, 1,193 vessels).

Steaming coal exports increased by 7.4% with shipments for the year totalling 98.8 million tonnes
(2013, 92.0 million tonnes). Coking coal exports decreased by 23.8% with shipments for the year
totalling 13.1 million tonnes (2013, 17.2 million tonnes).

The charge for coal handling services was $2.80 per tonne from | January to 30 September 2014 and
was reduced to $2.60 per tonne from | October 2014. The charge for coal handling services was
further reduced to $2.50 per tonne on | January 2015.

At the end of the financial year there were 356 people (31 December 2013, 404 people) employed by
the company.

Subsequent Events

No other matters or circumstances have arisen since the end of the financial year which significantly
affected or may significantly affect the operations of the entity, the results of those operations, or the
state of affairs of the entity in future financial years.

Changes in State of Affairs

There have been no significant changes in the state of affairs of the company during the financial year.

Future Developments and Results

In December 2014, the Planning Assessment Commission released its Review Report, which concluded
that there is merit in allowing the Terminal 4 project to proceed, subject to certain conditions, which is
a critical milestone in the Terminal 4 approval process which has taken four years to date. During
2015, Port Waratah will continue to seek all further approvals for Terminal 4 to enable construction to
commence when contracted demand dictates.

In the opinion of Directors, there are no other developments likely to significantly affect the future
results of the company.

Directors’ Interests

Each of the Directors has given a standing notice under sub-section 192(1) of the Corporations Act
2001 stating that he or she is a Director or member of certain specified corporations and as such is to
be regarded as having an interest in any contract which may be made between the company and those
corporations. Other than contracts of a routine nature between the company and associated
corporations no Director has an interest in any contract or proposed contract made with the company
since 26 March 2014 (being the date of the previous year’s Directors’ Report) and the date of this
report.

No Director holds shares in the company or related bodies corporate as at the date of this report.

=
NN\




Environmental Regulation

The NSWV State legislation, relevant to the company’s operations, is principally covered by the
requirements of the following Government Acts and Regulations:

¢ Environmental Planning and Assessment Act (1979) and Regulations; and

¢ Protection of the Environment Operations Act (1997) and Regulations.

The NSW Department of Planning and Environment, the NSW Office of Environment and Heritage,
and NSWV Environment Protection Authority are the primary Government authorities responsible
for the issuing and administration of relevant approvals, licences and permits, in accordance with the
requirements of the above Acts and Regulations.

The company was prosecuted (fine of $15,000 and other costs of $23,430) by the Environment
Protection Authority (‘EPA’) on 28 March 2014, in relation to the contravention of Section 120 of the
Protection of the Environment Operations Act 1997 (Pollution of Waters). The prosecution related
to a small overflow of water containing coal fines on 3 October 2012 from a water collection tank at
the Carrington Terminal Wharf.

Port Waratah also received a Penalty Infringement Notice on || July 2014 amounting to $1,500,
issued by the EPA. This penalty was in relation to an EPA Officer observing surface water runoff
draining offsite via a roadway gutter and entering a public stormwater drain following a rainfall event
at the Kooragang Coal Terminal on 14 April 2014.

The EPA also issued Port Waratah with two Official Caution Notices in relation to separate minor
incidents at the Kooragang Coal Terminal in 2014.

With the exception of the above incidents, the company complied with all environmental legislative
requirements and operations were conducted in accordance with licence and consent conditions. Al
external reporting requirements associated with the National Greenhouse and Energy Reporting Act
(2007) and other relevant legislation was completed.

Directors’ Benefits

No Director of the company has, since the end of the previous financial year, received or become
entitled to receive a benefit (other than a benefit included in the total amount of emoluments
received or due and receivable by Directors shown in the financial report) by reason of a contract
made by the company or a related body corporate with a Director or with a firm of which he or she
is a member, or with an entity in which he or she has a substantial financial interest.

Indemnities and Insurance

During the financial year, the company paid a premium for an insurance policy insuring any past or
present Director, Secretary, Executive Officer or employee of the company against certain liabilities.
The insurance policy prohibits disclosure of the terms of the policy including the nature of the
liability insured against and the amount of the premium.

In accordance with the Constitution of the company, the company must indemnify on a full
indemnity basis, and to the full extent permitted by law, the following persons:

(a) Each person who is or has been a Director, Alternate Director, Chief Executive Officer,
General Manager or Secretary of the company; and

(b) Other officers or former officers of the company or of its related bodies corporate as the
Directors in each case determine.

M
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The indemnities so provided apply for all losses or liabilities incurred by the person as an officer of
the company or of a related body corporate including, but not limited to, a liability for negligence or
for reasonable costs and expenses incurred:

(a) In defending proceedings in which judgement is given in favour of the person or in which the
person is acquitted; or
(b) In connection with an application, in relation to such proceedings, in which the Court grants

relief to the person under the Corporations Act 2001.

The indemnities so provided operate only to the extent that the loss or liability is not covered by
insurance.
Proceedings on behalf of the Company

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to
bring proceedings on behalf of the company, or to intervene in any proceedings to which the
company is a party, for the purpose of taking responsibilities on behalf of the company for all or part
of those proceedings.

No proceedings have been brought or intervened in on behalf of the company with leave of the
Court under section 237 of the Corporations Act 2001.
Auditor’s Independence Declaration

The auditor’s independence declaration is included on page 9 of the annual report.

Rounding of Amounts

The company is a company of the kind referred to in Class Order 98/100 issued by the Australian
Securities and Investments Commission, relating to the “rounding off” of amounts in the Directors’
Report and financial report. Amounts in the Directors’ Report and financial report have been
rounded off to the nearest thousand dollars in accordance with that Class Order unless otherwise
stated.

Dated at Newcastle this 24th day of March 2015.

Signed in accordance with a resolution of the Directors.

/Zumw

M Harvey
Director
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Deloitte

DRAFT

The Directors

Port Waratah Coal Services Limited
Curlew Street

Kooragang Island

Newcastle NSW 2294

DATE TO BE INSERTED

Dear Sirs

Deloitte Touche Tohmatsu
ABN 74 490 121 060
Grosvenor Place

225 George Street

Sydney NSW 2000

PO Box N250 Grosvenor Place
Sydney NSW 1219 Australia

DX: 10307SSE

Tel: +61 (0) 2 9322 7000
Fax: +64 (0)2 9322 7001
www.deloitte.com.au

Auditor’s Independence Declaration to Port Waratah Coal Services Limited

In accordance with section 307C of the Corporations Act 2001, | am pleased to provide the
following declaration of independence to the directors of Port Waratah Coal Services Limited.

As lead audit partner for the audit of the financial statements of Port Waratah Coal Services Limited
for the financial year ended 31 December 2014, | declare that to the best of my knowledge and

belief, there have been no contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relation to the

audit; and

(ii) any applicable code of professional conduct in relation to the audit.

Yours sincerely

DELOITTE TOUCHE TOHMATSU

Partner
Chartered Accountants

Liability limited by a scheme approved under Professional Standards Legislation.

Member of Deloitte Touche Tohmatsu Limited
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Year in Review

Safety

There were two lost time injuries to employees and contractors in 2014. This is an improved safety
performance on the results from 2013 (three lost time injuries and one medical treatment injury).

All Injury Frequency Rate (per 1,000,000 hours) Lost Time Injury Frequency Rate (per 1,000,000 hours)

16 141 133 137 10 94 85

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Year Year

Key Health and Safety highlights and initiatives for 2014 included:

I. Port Waratah was recognised by the National Safety Council of Australia, 2014 National Safety
Awards of Excellence, for the quality of our employee health programmes. In October 2014
Port Waratah was announced as category winner for Best Health & Wellbeing Programme. Port
Waratah's submission encompassed all of the employee health initiatives in place, including those
that were a result of the Health Study Report recommendations published in 2012.

2. Port Waratah implemented a number of safety system improvements through extensive
employee consultation including:

¢ Simplifying our incident investigations for low and medium risk incidents with the
utilisation of the 5-Why investigation process;

¢ Introduction of a new guideline for use when conducting on the job inductions; and

e Revision of our shutdown scheduling process to minimise the conflicts that can occur
during multiple jobs and tasks being undertaken on machinery and equipment.

3. The Health, Safety & Environment Committee undertook a redesign of our Planned Job Safety
Observation process to focus more on an engaging safety conversation rather than an
observation or audit.

4. Port Waratah updated its Semi Quantitative Risk Analysis, a process that quantifies the fatality
risks for workers undertaking jobs and tasks on site. This process results in a number of
improvement actions that will be implemented in 2015.

5. Port Waratah implemented a new electronic Health, Safety and Environment reporting and
recording system. This system will allow all employees to directly enter incidents in addition to
providing on-line Key Performance Indicator measurement and monitoring.

6. Port Waratah worked with the Newcastle Fire Brigade to undertake emergency drills across all
Fire Brigade Shifts and provide opportunity for site familiarisation.

7. Port Waratah undertook a number of key auditing functions that assist with quality assurance of
our systems. These included:

® An external legal audit of our rail compliance against the new National Rail Legislation;
e Two external surveillance audits of our certification to OHSAS 18001;

e An external audit of our Maritime Security Plan for compliance with the Maritime
Security Act; and

e |60 internal audits assessing implementation and compliance of our safety systems.

M
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Environment

Throughout 2014, Port Waratah continued its significant investment to improve the water
management systems at both the Kooragang and Carrington Terminals with the aim of reducing the
risk of water pollution incidents. Implementation of this work is ongoing and will continue into 2015.

A number of key water management projects were completed during 2014. At the Kooragang
Terminal this included upgrading settling lagoons and constructing additional stormwater catchments
in the wharf area. At the Carrington Terminal, the water management system was further integrated
into the Port Waratah process control system with the aim of improving response to alarm
conditions.

Improvements were also made to dust management, with enhancements to forecast weather data
which better reflect actual site conditions. This information is utilised by Port Waratah’s ‘Intelligent
Dust Management System’ installed at both the Carrington and Kooragang Terminals.

Port Waratah’s ISO14001:2004 certified Environmental Management System was maintained
throughout 2014, with no non-conformances reported from a comprehensive three day independent
surveillance audit.

Improved waste reporting and the implementation of new recycling initiatives saw Port Waratah
increase the municipal recycling rate by 6.2% across operations.

Port Waratah’s 2014 National Greenhouse and Energy Report saw the company’s total greenhouse
gas emissions reduce by 2% from the previous reporting period. In addition, vehicle and wastewater
emissions were reduced by over 21% from the previous reporting period.

The company was prosecuted by the EPA on 28 March 2014, in relation to the contravention of
Section 120 of the Protection of the Environment Operations Act 1997 (Pollution of Waters),
following a small overflow of water containing coal fines from a sump at the Carrington Terminal
Wharf, which occurred on 3 October 2012. Measures to prevent a recurrence of such an incident
are included in the water improvement programme.

The EPA also issued the company a Penalty Infringement Notice on || July 2014 in relation to
surface water runoff draining offsite following a rainfall event at the Kooragang Coal Terminal on
4 April 2014. Measures to prevent a repeat of this type of incident have been identified and capital
expenditure to implement these has been approved.

People

During 2014 Port Waratah management conducted a review of the organisation with the aim of
adapting the structure to take account of the change to a no-growth environment and to identify
efficiencies across the business. In implementing the results of this review, a number of roles were
identified as excess to requirements, resulting in 44 redundancies, both voluntary and involuntary.
The total number of employees reduced from 404 at January 2014 to 356 in December 2014.

Employee turnover rate for 2014 was 15.5% (55 employees). This turnover rate includes employees
leaving Port Waratah as a result of resignation, completion of fixed term engagements and the
organisation review.

|/
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Port Waratah commenced negotiations for a new Enterprise Agreement in July 2012 and reached

in principle agreement with the SBU during December 2014. Employees voted in favour of the
proposed agreement on |0 February 2015 and the Fair Work Commission approved the Agreement
on 12 March 2015.

In accordance with the Workplace Gender Equality Act 2012, Port Waratah is required to report to
the Workplace Gender Equality Agency (WGEA) annually on its Workplace Profile as at

31 March 2014. The Workplace Profile reports on employee numbers by category, gender and the
percentage of females in each category. Port Waratah lodged its Workplace Profile with the WGEA
on 26 May 2014. The Workplace Profile is available on the Port Waratah website for employees and
shareholders to access and provide comment on.

A number of employee effectiveness and cultural initiatives were implemented at Port Waratah during
2014, which included:

e  The introduction and roll out of the “It’'s Who We Are” programme aimed at developing
leadership skills and an engaging leadership style;

e  The introduction of the “What’s Next Embedding” programme that resulted in the development
of 30 internally skilled AcdB facilitators; and

®  The transition of the e-learning system into a fully capable Learning Management System.

Port Waratah was the host employer of |7 apprentices at the end of 2014. Port Waratah also
continued providing traineeships, scholarships and other vacation work experience throughout 2014.

Community

Port Waratah continued the implementation of its Community Stakeholder Engagement Strategy in
2014. Community engagement continued though Community Newsletters and Community
Terminal Meetings — key tools to promote communication with local residents and businesses.
Radio and billboard advertising was also undertaken during 2014 to update the Community on
Port Waratah initiatives and achievements.

The Community Investment and Partnership Programme continued in 2014, with Port Waratah
partnering with over 85 organisations in the Newcastle community. Key initiatives included the
launch of a three year partnership with Hunter Medical Research Institute and the University of
Newcastle supporting the DADEE programme, establishing partnerships with each of the six city surf
clubs and ongoing support for local schools. Port Waratah provided grants and donations to local
community organisations including Throsby Big Brunch, Newcastle Society of Artists and school
Breakfast Clubs.

Commercial

The coal industry continued to face a challenging economic environment during 2014.

Port Waratah has focused its efforts on reducing costs and its coal handling charge to support its
Customers. Port Waratah also continues to work through contractual alignment challenges that
present obstacles in the coal chain.

-
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Operations

Throughput for 2014 was |1 1.9 mtpa, against a budget of 139.0 mtpa and nameplate capacity of

145 mtpa. This result represented an increase of 2.4% on the 2013 year. Demand and Hunter
Valley Coal Chain performance issues and constraints were the primary causes of the difference
between actual throughput and budgeted capacity. Operations achieved a favourable result in train
cancellations, with the actual cancellations attributable to the Terminals being 0.3%, an improvement
on the prior year and well below the target of |.4%.

Kooragang Terminal

Favourable operational performance measures for the Kooragang Terminal were achieved
throughout 2014, with many terminal records achieved. The Kooragang Terminal achieved daily,
weekly and monthly records for rail receival and shiploading. The Gross Load Rate reached

5,666 tonnes per hour for 2014 at the Kooragang Terminal, representing a 3.2% improvement on
2013. The Kooragang Terminal also recorded an improvement in reliability of 27% in comparison to
2013.

The Kooragang Terminal achieved 805 days Serious Injury Free in 2014, with the record continuing
into 2015. This safety milestone means the Kooragang Terminal has now beaten the best ever
Serious Injury Free run of either Terminal.

Carrington Terminal

The Carrington Terminal continued to maintain a strong focus on environmental performance
throughout 2014. There were no reportable environmental incidents and no community complaints
attributable to the Carrington Terminal for 2014.

Favourable operational performance measures for the Carrington Terminal were achieved
throughout the year with notable improvement in the reliability of the rail receival systems.

The Carrington Terminal sustained two Lost Time Injuries during 2014. It is pleasing that at the end
of 2014, the Carrington Terminal had achieved 214 days Lost Time Injury and Medical Treatment
Injury free.

A project is underway to replace the three shiploaders at the Carrington Terminal with two new
shiploaders. This equipment will be operational in 2016.

Service Assurance

Service Assurance continues to work closely with Customers, the Hunter Valley Coal Chain
Coordinator and co-service providers to ensure equity for Port Waratah and its customers in the
planning and delivery of coal to the port. This has included participating in a number of industry
improvement initiatives to maximise the delivery of coal. Initiatives include enhancing the ‘Slot
management’ process to drive further improvement in the rail delivery process.
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Development

Work associated with obtaining the environmental approval for the proposed T4 Terminal
continued throughout 2014. During the year the project proceeded through the Planning and
Assessment Commission (PAC) public hearing and project review stage. The PAC completed their
review report and advised the project is approvable subject to certain conditions. Whilst this is an
extremely positive result, there remain a number of project conditions which require further
clarification and negotiation. It is anticipated the project will proceed to a second PAC in early 2015
with the hope of final approval determination in the first half of 2015.

The development team also completed early studies to identify further inbound system
opportunities to increase nameplate capacity at the Kooragang Terminal. This work supports the
work completed in 2013 on the Kooragang Terminal’s outbound system capacity, and provides the
basis for future expansion opportunities independent of the proposed T4 Terminal.

HENNIE DU PLOOY
CHIEF EXECUTIVE OFFICER
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