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INreview.

Financial Summary

In 2002 Coal & Allied delivered solid earnings performance, strong operating cash flow
and a reduction in debt.

Profit after tax for 2002 was $159.7 million, down from $212.5 million in 2001. The result reflected lower
coal prices and the stronger Australian dollar in the second half of 2002 and the effects of the sale of
non-strategic assets acquired from Peabody in 2001.

Sales revenue decreased by 18% to $1,181.4 million reflecting the asset sales, lower coal prices and the
stronger Australian dollar.

Net debt was reduced by more than 50% to $512.1 million, representing a gearing level of 39%.
Operating cash flow was strong at $269.3 million.

Final dividends of 40 cents per ordinary share and 1.75 cents per preference share, both fully franked, were
declared, taking total dividends for the year to 80 cents per ordinary share and 3.5 cents per preference share.

The principles: Simplicity, clarity,
involvement, innovation and relationships.
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Review of Operations

Our People

At the end of 2002 Coal & Allied employed more than
1500 people at its operations in the Hunter Valley.

The three year vision and guiding principles of simplicity,
clarity, innovation, relationships and involvement were
communicated to all employees and a process of cultural
change commenced.

Employee involvement was emphasised with teams

of employees addressing business issues such as safety
improvement, shovel and dragline efficiency programs,
improved equipment availability, road improvement,
better coal recovery and greater utilisation of
computerised equipment monitoring technology.

Coal & Allied introduced several compliance programs.
This included an update of the Code of Conduct, which
outlines minimum standards of behaviour for all
employees, contractors, suppliers and consultants.

The Code of Conduct addresses corporate governance

and ethical behaviour and has guidelines on how to treat
people and sets high standards for all external relationships.

To support the Code of Conduct, the Rio Tinto led
whistleblower program called ‘Speak Out’ was introduced.
Speak Out provides a facility for employees to anonymously
report to senior managers any concerns regarding regulatory,
criminal, community, ethical, environmental or safety issues
that they feel are not being adequately addressed.

Left to right. Scott Wilkinson, Brian Baumhammer, Keith Haley, Kerry Ellis

and Caroline Hammond in front of Mount Thorley’s bucket wheel reclaimer.
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Our Safety

2002 saw a significant improvement in safety performance
across all operations. There was a 62% reduction in the
Lost Time Injury Frequency Rate (LTIFR) compared
with 2001 and a 55% reduction in the total number of
injuries across Coal & Allied managed operations from 2001.

Coal & Allied continued to focus on improving safety
through the implementation of the Rio Tinto safety
standards across all sites and increased the focus of
employee involvement in safety management.

Our Environment

During 2002 the focus was on increasing the awareness
of environmental obligations, particularly the requirement
to report all incidents. This has resulted in a rise in the
number of minor incidents recorded, demonstrating that
employees’ understanding of the company’s environmental
responsibilities has increased.

Significant progress has been made to develop a common
Environmental Management System (EMS) across all Coal
& Allied operations. In 2003, we are seeking certification
for best practice environmental management under the
International Standard 1S014001.

Sustainability

Coal & Allied is working closely with other Rio Tinto
Energy business units to develop a common approach to
sustainable development. Sustainable development within
Coal & Allied is about balancing economic, social and
environmental priorities and is already existing within
many environmental and community programs.

Left to right. Warkworth mine rescue team in competition.
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Sustainable Development is about balancing
economic, social and environmental priorities.
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Many programs already undertaken by Coal & Allied
go some way to address the key focus areas of product
stewardship, asset use and resource efficiency, economic
viability, culture, community relationships and
environmental stewardship.

Our Community

After three very successful years the Coal & Allied
Community Trust, which has been the cornerstone in
community relations activities, has been extended. Since
being established in 1999 the Trust has supported over
20 partnerships with a range of community and business
organisations in the region.

A further $3 million has been made available to continue
and extend support for economic development, social and

education projects over the next three years. The scope of
the Trust has been broadened to encompass environmental
projects and now covers a wider geographic area.

The Community Trust is one aspect of a suite of
community relations programs that include corporate
partnerships, fostering employee involvement in the
community, donations and sponsorships and maintaining
beneficial relationships with the local Aboriginal
community.

Left to right. Alex Clunn, Rod Scholes and Keith
Seddon viewing the tailings dam reconstruction
at Hunter Valley Operations.
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Our Operations

Hunter Valley Operations (Coal & Allied 100%)

Saleable production of 12.6 million tonnes was slightly
higher than in 2001. Given weaker market conditions in
the second half of the year, a decision to cut production
by approximately one million tonnes was taken.

Safety improved significantly at HVO in 2002. There was
a 63% improvement in the lost time injury frequency rate
when compared with 2001 performance.

In 2002 Hunter Valley Operations realised the full
potential from the integration of the Lemington and
Howick mines. One maintenance workshop now services
the whole operation, a single preparation plant management
structure has been established and there is one centrally
controlled dispatch facility.

Mount Thorley Operations (Coal & Allied 80%)

Production was slightly down from 2001, to 4.3 million
tonnes due to a higher strip ratio.

Mount Thorley had a positive year and further
improvements in safety. Lost time injury frequency rate
improved by over 76% and mine employees received
several safety awards for their innovative approach to
improving safety.

The Hunter Valley is one of Australia’s
premier wine growing regions.

Simplicity: Actions will be focussed on
the critical issues through processes
that are eff




6 \ Coal & Allied Industries Limited \ Review of operations (continued)

Warkworth (Coal & Allied 55.57%)

Warkworth mine production increased to 6.9 million
tonnes due to increased by-pass coal production.

Significant safety improvements have been made and
progress towards integration with Mount Thorley
Operations is continuing.

Bengalla (Coal & Allied 40%)

In 2002 Bengalla produced a record 5.4 million tonnes
and successfully commissioned a second wash module
to take their annual production capacity up to 6 million
tonnes of washed product.

The number of all injuries was reduced from twelve in
2001 to four in 2002 and lost time injury frequency rate
was further reduced.

Bengalla achieved re-certification of 1SO14001 for
environmental management systems and this matches a
positive trend in community relations and rehabilitation
work.

Mount Pleasant Development (100%)

During 2002 a pre-feasibility study on the Mount Pleasant
development was undertaken to assess a humber of
mining options. Careful consideration is being given to
balancing the community needs, local environmental
impacts and economic goals.

Timing of progress on the project is subject to approvals
being granted and market opportunity.

Left to right. Rod Margetts and Brad Lingard at the
Bengalla coal handling and preparation plant reclaimer.
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Chairman
Coal & Allied

Clarity: All employees need to know
where the business is heading.

Market Outlook

In the first half of the year the market for thermal
coal softened, the company responded to the lower
prices by reducing production in the second half at
Hunter Valley Operations.

However as the year progressed the spot price has
increased and market sentiment has become more positive.

To address these market fluctuations Coal & Allied
implemented a new approach to its regional sales
organisation by locating managers in their respective
markets in Asia. A new marketing services team was
formed to provide research analysis and logistics support.

Coal & Allied also successfully launched a marker price
initiative using the e-commerce platform globalCoal,
which assisted in providing liquidity and transparency
to the spot market.

Bon P o /‘77&0@7

Brian Horwood Gary Goldberg
Managing Director
Coal & Allied

Industries Limited Industries Limited

Left to right. Peter Bruderlin, lan Danks and Barry Smith at
Warkworth coal handling and preparation plant control room.
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Coal & Allied Mining Operations

Jerry's Plains

ingleton

Mt Pleasant Project
O Bengalla
O Hunter Valley Operations : i
O Warkworth Mine ‘u
O Mount Thorley Operations Bulga Village ) = )

Non Coal & Allied Mines g

5
Broke Village
Overburden removal at Hunter Valley Operations Left to right. Dave Nevin, Kerry Archer and Dave Ernst in
Mount Thorley coal preparation and handling plant control room.

Involvement: Coal & Allied employees are encouraged to
participate and accept responsibility to contribute to
improving performance through individual and team effort.
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Board of Directors

B F Horwood (Chairman) ALTERNATE DIRECTORS
G H Boyce — absent K Itadani (for K Uehara)
R B Davis A T Harding (for G H Boyce)
D J Docherty
Gl GOldberg COMPANY SECRETARIES
D | Scambler

G P Parlane
K Uehara — absent M J Horton

BOARD AUDIT COMMITTEE

D J Docherty (Chairman)
R B Davis
D | Scambler

Innovation: Decisions will demonstrate a
preparation to seek new, flexible and courageous
solutions balancing agility and managing risk.
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MANAGEMENT

G J Goldberg  Managing Director R C Hammond Chief Operating Officer

J P Berson General Manager — Corporate Development A M Bijok General Manager — Mount Thorley
M Eames General Manager — Business Development Operations (Acting)

W S Hart General Manager — Marketing Services KT Gimpl General Manager — Bengalla Mine

R M Gordon General Manager — Health, Safety

I S MacPhee General Manager — Marketing and Environment

G P Parlane Chief Financial Officer & Company Secretary

C Salisbury General Manager — Warkworth Mine
N D Pearsall  General Manager — Human Resources and NS . | "
External Affairs enapati Genera_ Manager — Hunter Valley
I H Poole Controll Operations
ontroller . .
A W Stokes General Manager — Technical Services

Relationships: Core values guide Coal & Allied so
that all stakeholders want to develop and sustain
a long term relationship with the Company.




D| I’eCtO I'S RepO I‘t For the year ended 31 December 2002

Your Directors present their report made in accordance with a
resolution of the Directors with respect to the result of the year
ended 31 December 2002 and the state of affairs of Coal &
Allied Industries Limited (“Coal & Allied”) and its controlled
entities (“Group”) at 31 December 2002.

DIRECTORS

The following persons were Directors of Coal & Allied during
the whole of the year and up to the date of this report:

B F Horwood (appointed Chairman from 16 April 2002)
B L Cusack (resigned 16 April 2002)

G H Boyce

R B Davis

D J Docherty

G J Goldberg

R Nakamura (resigned 10 October 2002)

D | Scambler

K Uehara

K Itadani (alternate Director to K Uehara)

A M Lloyd (resigned 16 August 2002 as alternate
Director to G H Boyce)

A T Harding (appointed 16 August 2002 as alternate
Director to G H Boyce)

GROUP RESULT

Consolidated operating profit after income tax for the year
ended 31 December 2002 was $159.7 million, compared with an

operating profit after tax of $212.5 million for the previous year.

Earnings per ordinary share for the period were 184.5 cents
(2001: 245.4 cents).

PRINCIPAL ACTIVITIES

The principal continuing activities of the entities in the Group
during the course of the year ended 31 December 2002 were
coal mining and related coal preparation and marketing of coal
produced by the Group.

REVIEW OF OPERATIONS

The safety performance of the Group improved during the
year due to the commitment of all employees. There will be
continued strong emphasis on safety and safety programs to
achieve our goal of zero injuries.

Total production (Coal & Allied’s share of respective joint
ventures) was 23.9 million tonnes of saleable coal (26.3 million
tonnes in 2001). Managed coal shipments for the full year were
31.5 million tonnes, a decrease of 4.2 million tonnes compared
with the same period last year reflecting the sales of Moura,
Ravensworth and Narama mines.

On 14 March 2002, Coal & Allied completed the sale of the
Ravensworth East mine and its interest in the Narama Joint
Venture to Enex Resources Limited for US$64 million (A$

122.9 million). On 28 May, 2002 Coal & Allied sold its 55%
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interest in the Moura Joint Venture to Mitsui & Co. Limited
for cash consideration of US$166 million (A$297.2 million).
The sale included Moura Coal Investments Pty Limited’s 55%
interest in the Moura Joint Venture, 100% of Archveyor Pty
Ltd and all other associated companies.

Coal & Allied generated a positive operating cash flow of
$269.3 million during the year to 31 December 2002, compared
with $379.9 million for the previous year. Details are set out

in the financial statements.

Dividends of $69.3 million were paid during the year compared
with $30.4 million in 2001.
Capital expenditure for the year amounted to $119.4 million,

which was a decrease on the previous year’s expenditure of
$946.2 million which included $864.6 million for acquisitions.

The net debt position at 31 December 2002 was $512.1 million
(2001: net debt $1,100.8 million).

Investments

Coal & Allied holds a 36.5% (2001: 36.5%) shareholding in
Port Waratah Coal Services Limited (“PWCS”), which owns
and operates the Carrington and Kooragang coal terminals.

PWCS shipped 70.5 million tonnes of Hunter Valley coal
during 2002 (2001: 66.6 million tonnes). Unfranked dividends
of $6.9 million were received from PWCS during the year
(2001: unfranked dividends of $6.8 million).

DIVIDENDS

The following dividends have been paid or declared by Coal &
Allied since the end of the previous financial year:

INTERIM PAID AUGUST 2002 $000
40 cents per ordinary share 34,634
1.75 cents per preference share 33
FINAL TO BE PAID FEBRUARY 2003 $000
40 cents per ordinary share 34,634
1.75 cents per preference share 33

STATE OF AFFAIRS

Other than matters reported in this Directors’ Report, there
were no significant changes in the state of affairs of the Group
during the year ended 31 December 2002.

LIKELY DEVELOPMENTS

In the opinion of the Directors it could prejudice the interests
of Coal & Allied to provide additional information, except

as reported in this Directors’ Report, relating to likely
developments in the operations of the Group and expected
result of those operations.

ENVIRONMENTAL REGULATION

Coal & Allied is subject to significant environment regulation
in respect of its mining operations in New South Wales. As
part of Coal & Allied’s internal reporting processes, operating
management is required to report the numbers of environmental
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incidents occurring and what actions have been taken to resolve
such incidents, regardless of whether they may infringe any
regulations. The reporting categories adopted by Coal & Allied
are the Rio Tinto Group classifications.

The reporting categories adopted by Coal & Allied are given
below with examples that would constitute such an incident —
these are examples only for the purposes of classification; they
do not imply that such incidents have occurred in Coal &
Allied’s operations.

I — procedural non-compliance with no environmental impact
(e.g. late submission of a report, incorrectly completed forms,
incorrect monitoring procedures);

Il — incidents with low potential for impact on the environment
(e.g. a contained spill, non compliance with an air or water
emission standard, minor unauthorised clearing of vegetation);

111 — incidents of non-compliance with the potential for moderate
environmental impact (e.g. restricted contamination of ground
water, repeated non-compliance with an air or water emission
standard, unauthorised clearing of a sensitive natural habitat);

IV — incidents which have, or potentially have, high
environmental impact (e.g. breach of a tailings dam, widespread
contamination of ground water).

Operating management has reported the following incidents for
the reporting period:

Category
| 1l 1 [\
2002 58 8 1 0
2001 17 40 13 0

The significant increase in category | incidents is attributable
to an increased awareness by employees of the need to report
environmental incidents across all sites. The reporting and
resolution of category I and Il has resulted in only one category
111 incident in 2002 as compared with 13 in 2001.

During 2002 two penalty infringement notices were issued by
the Environment Protection Authority of NSW. Each resulted
in a $1,500 fine.

These occurred at Mount Thorley Operations and were due
to dust generated from mining activities at the dump hopper.
These mining activities included coal truck movements,
dumping and dust blowing from the stockpile.

Coal & Allied’s aim is to eliminate the occurrence of Category
Il and Category I11 incidents, thus removing the potential

for significant environmental harm. With both the penalty
infringement notices being issued for dust related occurrences,
Coal & Allied has implemented a Dust Management Procedure
across all sites which addresses the avoidance of the generation
of dust.

INSURANCE OF DIRECTORS

During the financial year, Coal & Allied paid a premium for an
insurance policy insuring any past or present director, secretary,
executive officer or employee of Coal & Allied or its subsidiaries
including directors against certain liabilities. In accordance with
commercial practice, 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.

THE BOARD OF DIRECTORS

The Directors and management of Coal & Allied are committed
to high standards of corporate governance, and support the
initiative of the Australian Stock Exchange on disclosure of
corporate governance practices.

At the date of this report the Board of Directors of Coal &
Allied consists of seven directors, six of whom are non-executive.
Two of the non-executive Directors are executives of Rio Tinto,
which holds 75.71% of the share capital of Coal & Allied.

Details of the Directors currently in office, their qualifications
and experience are set out on page 16. The Board normally has
six scheduled meetings per year and may meet at other times
to deal with specific issues. In 2002 there were 8 meetings of
the Board and the attendance details for Directors are set out
in the table below.

DIRECTOR MEETINGS MEETINGS
ATTENDED WHILST IN OFFICE
B L Cusack 4 4
B F Horwood 8 8
G H Boyce 6 8
R B Davis 8 8
D J Docherty 8 8
G J Goldberg 8 8
R Nakamura 3 7
D | Scambler 8 8
K Uehara 1 8
K Itadani: 7 8
A M Lloyd? 1 8
A T Harding? 1 8

t Alternate Director for K Uehara
2 Alternate Director for G H Boyce

The Board has responsibility to ensure that Coal & Allied is
managed in a way that meets the objectives of shareholders
generally, while paying proper regard to the interest of
employees and external stakeholders. The Directors approve
strategy and business plans and monitor the performance of
the Group against these plans. The Directors also monitor
compliance by the Group with policies prescribed by the Board
in areas such as health and safety, environment, business ethics,
internal control and risk management. These policies are
designed to ensure that the Group meets or exceeds the
regulatory requirements governing its operations.
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Directors Report continued

Board Membership and Nomination

Decisions relating to appointment of Directors are made by
the full Board following consideration of candidates normally
nominated by Rio Tinto Limited in consultation with the
non-executive Directors. Qualification for Board membership
is related to the mix of skills and knowledge that the Board
considers will best serve the interests of Coal & Allied and its
shareholders. Directors appointed by the Board are required by
Coal & Allied’s Constitution to submit themselves for election
by shareholders at the Annual General Meeting following their
appointment. There is no share ownership qualification for
appointment as a director.

Non-executive directors are not appointed for fixed terms but
are subject to retirement by rotation every three years in
accordance with Coal & Allied’s Constitution.

Directors’ Entitlement to Seek Independent
Professional Advice

Directors may seek independent professional advice, both
individually and collectively at Coal & Allied’s expense.
Directors are required to give prior notice to the Chairman

of their intention to seek independent professional advice and
provide the names of any professional advisers they propose to
instruct together with a brief summary of the subject matter.
If appropriate, any advice so received is made available to the
other directors.

Remuneration of Directors and Executives

Details of Directors’ and Executives’ remuneration are set out
in the Remuneration Report on page 14.

Particulars of Directors’ Interests in Shares and Options

The particulars of the Directors’ interests in shares as at the
date of the Directors’ Report and as at 31 December 2002 are:

SHARES IN COAL & ALLIED INDUSTRIES LIMITED

D J Docherty

SHARES IN A RELATED BODY CORPORATE

2,588 ordinary shares

Rio Tinto Limited

D J Docherty 2,000 ordinary shares

D | Scambler 2,817 ordinary shares
R B Davis 1,017 ordinary shares
B F Horwood 4,143 ordinary shares

OPTIONS IN A RELATED BODY CORPORATE

Rio Tinto Limited
B F Horwood
A T Harding

10,214 options
13,000 options

CONDITIONAL INTERESTS IN ORDINARY SHARES
OF A RELATED BODY CORPORATE

Rio Tinto Limited

B F Horwood 14,854
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Each of the directors has given a general notice in accordance
with the Corporations Act 2001 stating that he is an officer
and/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 Coal & Allied and those corporations. Other
than service agreements entered into between Coal & Allied
and its controlled or related entities and Directors, no Director
has an interest in any contract or proposed contract made with
the Group.

COMMITTEES OF THE BOARD
Audit Committee

The Audit Committee is appointed by the Board and comprises
three non-executive Directors of whom two are required to be
independent. A quorum is constituted by two Directors.

A Charter sets out the role and terms of reference of the Audit
Committee and is reviewed at least biennially.

The Committee provides a formal structure for reviewing Coal
& Allied’s financial statements, accounting policies, control
systems, risk management practices and liaising with the
external and internal auditors.

The Committee advises the Board of any matters that might
have a significant impact on the financial condition of Coal &
Allied and has the authority to investigate any matters within
the terms of reference having full access to the information and
resources of Coal & Allied to fulfil its function.

The Committee reviews compliance with the Corporations Act
2001 and the requirements of the Australian Stock Exchange
and other regulatory authorities.

Attendance details of the 2002 meetings of the Audit
Committee are set out in the table below.

DIRECTOR MEETINGS MEETINGS
ATTENDED WHILST IN OFFICE

D J Docherty (Chairman) 7 7

R B Davis 7 7

D | Scambler 7 7

Finance Committee

The finance committee is appointed by the Board and
comprises, Messrs Docherty and Scambler. The finance
committee met during the year to review and approve the
establishment of a US$400 million dual-currency revolving
credit facility with Rio Tinto Finance Limited.

MANAGEMENT OF FINANCIAL RISK

Coal & Allied has in place a range of policies and procedures
to manage the risks associated with its operating activities.
These policies have been adopted by the Board to ensure that
potential business risks are identified at an early stage and
the risk of loss minimised. Existing forward foreign exchange
contracts were used on a limited basis in 2002 to hedge a
portion of sales revenue. No new forward foreign exchange
contracts were entered into in 2002.
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Coal & Allied has interest rate swaps acquired through the
acquisitions in 2001 to protect Coal & Allied against rising
interest rates. No new interest rate swap agreements were
entered into in 2002.

CODE OF CONDUCT

Coal & Allied has developed and implemented a Code of
Conduct. This requires that all employees maintain high
standards of ethical behaviour in the execution of their
duties and comply with all applicable laws and regulations
in Australia and in every country in which it engages in
any business.

Coal & Allied has developed and implemented a policy on share
trading which strictly regulates the circumstances and timing

of the sale or purchase of shares in Coal & Allied by Directors,
executive officers and employees of the Coal & Allied Group.

ROUNDING

Coal & Allied is a company of a kind referred to in Class Order
98/0100, issued by the Australian Securities and Investments
Commission, relating to the “rounding off” of amounts in the
Directors’ report and financial report. The amounts in the
financial report and Directors’ report have been rounded off

to the nearest thousand dollars in accordance with that Class
Order unless specifically stated to be otherwise.

Signed at Melbourne, this 18th day of February 2003 in
accordance with a resolution of the Directors.

B F Horwood Melbourne
Director 18 February 2003
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Remuneration RepO I‘t For the year ended 31 December 2002

REMUNERATION OF DIRECTORS AND EXECUTIVES

The total sum available for remuneration of non-executive Directors is approved by the shareholders. Remuneration of non-
executive Directors is determined by the full Board after taking into account independent data on market remuneration levels
and the remuneration required to attract Directors of the calibre essential to meet the objectives of the Company. Non-executive
Directors are entitled to a retirement benefit after three years service. The full benefit, payable after nine years service, is the
aggregate of the previous three years remuneration received by the retiring Directors. Where the service is less than nine years
the benefit is proportional to the years of service.

The remuneration of executive officers is set by reference to the wider Rio Tinto context and determined following review by the
Rio Tinto Board Remuneration Committee. Executive remuneration and other terms of employment are reviewed annually by Coal
& Allied and Rio Tinto having regard to performance against goals set at the start of the year, relevant comparative information
and independent expert advice. As well as base salary, remuneration packages include superannuation, retirement and termination
entitlements, performance-related bonuses and fringe benefits.

Details of the nature and amount of each element of the emoluments of each Director and each of the five officers of the Company
receiving the highest emoluments are set out in the following tables.

Non-executive Directors of Coal & Allied Industries Limited

Directors’ Chairman & Superannuation
Base Fee Committee Fees Benefits Other Total

Name $’000 $'000 $'000 $’000 $'000
B F Horwood (Chairman):2 55 13 - - 68
B L Cusack? 18 7 2 7 34
G H Boyce! 55 - - - 55
R B Davis* 55 8 12 88 163
D J Docherty 55 14 6 - 75
R Nakamura® 37 - - - 37
D I Scambler 55 8 5 - 68
K Uehara® 55 - - - 55
K ltadani’ - - - - -
A M Lloyd® - - - - -
A T Harding® - - - - -

!t These amounts were paid directly to Rio Tinto Limited in accordance with the individual Directors’ instructions.

2 Appointed Chairman 16 April 2002.

® Resigned 16 April 2002 as Chairman and Director.

* These amounts include payment for consulting work at the Moura mine.

 This amount was paid directly to UBE Industries Limited in accordance with the individual Director’s instructions.
¢ These amounts were paid directly to Mitsubishi Limited in accordance with the individual Director’s instructions.

" Alternate Director for K Uehara.

® Resigned 16 August 2002 as Alternate Director for G H Boyce.

® Appointed 16 August 2002 as Alternate Director for G H Boyce.
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Remuneration Report continued

Executive Directors of Coal & Allied Industries Limited

Name Base Retirement Other
Salary Motor Vehicle Bonus Superannuation Benefits Benefits** Total
$'000 $’000 $'000 $'000 $'000 $'000 $'000
G J Goldberg 530 9 249 22 - 328 1,138
Other executives of the consolidated entity*
Name Base Retirement Other
Salary Motor Vehicle Bonus Superannuation Benefits Benefits** Total
$'000 $’000 $'000 $'000 $'000 $'000 $'000
J Berson 275 25 101 26 - 382 809
P Davis 95 8 53 10 452 170 788
R Hammond 297 10 103 18 - 308 736
I MacPhee 209 27 54 23 - 1 314
M Eames 188 5 45 36 - 24 298

* “Other executives” are officers who are involved in, concerned in, or who take part in,
the management of the affairs of Coal & Allied Industries Limited and/or related parties.

** “QOther benefits” include payments made in respect of relocation allowances, housing benefits,
education assistance and related taxation payments.
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DIRECTOR QUALIFICATIONS & EXPERIENCE SPECIAL RESPONSIBILITIES
B F Horwood BCom, FCPA, FAICD (Age 61) Chairman
Director since December 2001. Non-Executive Director
Managing Director, Rio Tinto Services Limited and Rio Tinto Australia. Executive —
Chairman of Energy Resources of Australia Limited and a director of a number Rio Tinto Limited
of wholly owned subsidiaries of Rio Tinto. Director of the Minerals Council of
Australia and member of the Business Council of Australia.
G H Boyce BS Mining Engineering, University of Arizona, Advanced Management Program Non-Executive Director
(AMP) Degree, Harvard University Graduate School of Business (Age 48) it Breifive —
Director since February 2000. Rio Tinto Energy
Director of Energy Resources of Australia Limited, PT Kaltim Prima Coal, Product Group
Kennecott Energy Co., USA, Rossing Uranium Limited and World Coal Institute.
Member of the International Energy Agency’s Coal Industry Advisory Board.
Previous Board Memberships: National Mining Association (USA) and
National Coal Association (USA).
R B Davis BSc (Tech), FAusIMM, MAICD (Age 60) Non-Executive Director

D J Docherty

G J Goldberg

D I Scambler

K Uehara

K ltadani

A T Harding

Director since September 2000.

Chairman of Indophil Resources NL. Director of Newcrest Mining Limited.
Previous Board Memberships: Pasminco Limited, ACM — Gold Limited and
Non-Executive Director of North Flinders Mines Ltd. Formerly Chairman of
NSW Minerals Council and Member of NSW State Minerals Advisory Council.
FCPA, FAICD (Age 68)

Director since January 1991.

Chairman of Hannover Life Re of Australasia Limited and the Rice Marketing
Board for the State of NSW.

Previously an Executive Director of IBM Australia Limited, Chairman and Chief
Executive of IBM Australia Credit Limited and a director of a number of other
public companies.

BS Mining Engineering, University of Wisconsin-Platteville, MBA,
University of Utah (Age 44)
Director since July 2001.

Managing Director of Coal & Allied. Director of Australian Coal Research Limited,

Australian Coal Association Sustainable Development Program Limited and Port
Waratah Coal Services Limited. Board Member of NSW Minerals Council.
Director of Warkworth Mining Limited Group.

BCom, FCPA (Age 59)

Director since October 1997.

Previously Director of Rio Tinto Finance Limited, Comalco Finance Limited
and a number of other Rio Tinto Group companies.

LLB (Age 61)

Director since October 1999.

Senior Vice President, Mineral Resources Metals Group, Mitsubishi Corporation.
Director of Mitsubishi Development Pty Limited.

BEc (Age 56)

Managing Director of Mitsubishi Development Pty Limited and Mitsubishi
Australia Limited. Director of Japan Australia LNG (MIMI) Pty Ltd, Clermont

Coal Mines Limited Group, Ulan Coal Mines Limited Group, Warkworth Mining
Limited Group and QCT Resources Limited.

BMining Engineering, UNSW, MBA, Deakin University (Age 36)
Director of Energy Resources of Australia Limited, Kennecott Energy Co.,
USA, Rossing Uranium Limited.

16 \ Coal & Allied Industries Limited

Member of Board
Audit Committee

Non-Executive Director

Chairman of Board
Audit Committee

Executive Director

Non-Executive Director

Member of Board
Audit Committee

Non Executive Director

Alternate Director for
K Uehara
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Consolidated statement of financial performance

For the year ended 31 December 2002

Notes 2002

2001

$000 $000
Revenue from sale of goods 1,181,437 1,443,206
Revenue from disposal of operations 428,288 -
Other revenue 64,657 100,843
Revenue from ordinary activities 3 1,674,382 1,544,049
Carrying value of non-current assets disposed (3,820) (2,070)
Changes in inventories of finished goods and work in progress 17,194 6,490
Raw materials and consumables used (236,978) (322,380)
Selling and distribution expenses (206,510) (239,240)
Employee benefits expenses (212,836) (209,788)
Depreciation and amortisation expenses (128,107) (145,898)
Borrowing costs expense (27,298) (66,586)
Mining and administration expenses (220,955) (250,785)
Carrying amount of net assets of operations sold (358,288) -
Shares of net profits of associates accounted for using the equity method 9,578 14,188
Profit from ordinary activities before income tax expense 306,362 327,980
Income tax expense (146,622) (115,496)
Profit from ordinary activities after income tax expense 159,740 212,484
Net profit attributable to outside equity interest - (2)
Net profit attributable to members of Coal & Allied Industries Limited 159,740 212,486
Net increase (decrease) in asset revaluation reserve - -
Total revenues, expenses and valuation adjustments attributable
to members of Coal & Allied Industries Limited recognised directly in equity - —
Total changes in equity other than those resulting from transactions with owners as owners 159,740 212,486

Cents

Basic earnings per share 5 184.5 2454
Diluted earnings per share 5 184.5 2454

The above consolidated statement of financial performance should be read in conjunction
with the accompanying notes and discussion and analysis.

Discussion and analysis of the Statement of Financial Performance

Revenue from the sale of goods decreased by 18% to $1,181 million reflecting lower coal prices, asset sales
and the stronger Australian dollar.

Revenue from disposal of operations and carrying amount of net assets of operations sold relate to the sale
of the Ravensworth East mine and the sale of Coal & Allied’s interest in the Narama and Moura Joint Ventures.

The decrease in other revenue in the 2002 year is due to the absence of any foreign exchange gains
or civil engineering project income in the current year.

Borrowing costs have decreased as the proceeds from the sales of Moura, Ravensworth and Narama interests
were applied to reduce net debt which was $512 million at year end compared with $1,100 million in 2001.

Income tax expense is 48% of profit before tax as it includes a $70 million provision for capital gains tax
relating to the sale of Coal & Allied’s interest in the Moura Joint Venture.

Earnings per share have been calculated by reference to weighted average number of shares on issue during the year.
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Consolidated statement of financial position asat s: pecember 2002

2002 2001
$000 $000
CURRENT ASSETS
Cash assets 17,708 75,096
Receivables 118,980 213,848
Inventories 70,651 71,768
Other assets 3,332 15,891
Total current assets 210,671 376,603
NON-CURRENT ASSETS
Receivables 34,150 50,049
Investments accounted for using the equity method 79,504 76,678
Other financial assets 2,007 4,284
Property, plant and equipment 1,401,671 1,772,577
Deferred tax assets 58,717 98,972
Other assets 117,124 158,636
Total non-current assets 1,693,173 2,161,196
Total assets 1,903,844 2,537,799
CURRENT LIABILITIES
Payables 145,948 150,023
Interest bearing liabilities 122,289 9,740
Current tax liabilities 37,687 66,434
Other liabilities 11,469 -
Provisions 85,525 149,414
Total current liabilities 402,918 375,611
NON-CURRENT LIABILITIES
Payables 15,704 17,180
Interest bearing liabilities 407,535 1,166,170
Non-current tax liabilities 70,000 -
Deferred tax liabilities 76,486 97,986
Other liabilities 20,914 -
Provisions 106,140 167,113
Total non-current liabilities 696,779 1,448,449
Total liabilities 1,099,697 1,824,060
Net assets 804,147 713,739
EQUITY
Parent entity interest
Contributed equity 441,757 441,757
Reserves 7,385 7,384
Retained profits 353,267 262,360
Total parent entity interest 802,409 712,001
Outside equity interest in controlled entities 1,738 1,738
Total equity 804,147 713,739

The above consolidated statement of financial position should be read in conjunction with the accompanying notes and discussion and analysis.
Discussion and analysis of the Statement of Financial Position

The majority of balances have decreased significantly as a result of the sale of Coal & Allied’s Moura, Ravensworth and Narama interests.
Interest bearing liabilities of $530 million have decreased from $1,176 million as a result of the proceeds from the sale of Coal &
Allied’s Moura, Ravensworth and Narama interests being applied to reduce debt.
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COI’ISO|Ida'[8d Statement Of CaSh ﬂOWS For the year ended 31 December 2002

2002 2001
$000 $000

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers (inclusive of Goods and Services Tax) 1,275,860 1,404,366
Payments to suppliers and employees (inclusive of Goods and Services Tax) (915,554) (982,206)
360,306 422,660
Dividends received 8,009 8,087
Interest received 3,329 4,387
Borrowing costs (28,515) (64,089)
Income taxes paid (124,567) (67,190)
Other 50,720 76,001
Net cash inflow from operating activities 269,282 379,856

CASH FLOWS FROM INVESTING ACTIVITIES
Payment for purchase of controlled entity, net of cash acquired - (864,596)
Payments for property, plant and equipment (119,404) (81,647)
Payments for investments - (1,422)
Proceeds from disposal of operations 428,288 -
Proceeds from sale of property, plant and equipment 9,565 2,620
Proceeds from sale of investments 2,929 21,160
Net cash inflow (outflow) from investing activities 321,378 (923,885)

CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of lease liabilities (6,699) (4,475)
Loans from related entities 605,161 837,629
Proceeds from other borrowings - 14,000
Repayment of borrowings (132,454) (89,202)
Dividends paid (69,333) (30,370)
Repayment of loans from related entities (1,056,192) (117,079)
Net cash inflow (outflow) from financing activities (659,517) 610,503
Net increase in cash held (68,857) 66,474
Cash at the beginning of the financial year 75,096 8,622
Cash at the end of the financial year 6,239 75,096

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes and discussion and analysis.

Discussion and analysis of the Statement of Cash Flows

Net operating cashflow decreased 29% to $269.3m reflecting lower sales volumes, reduced coal prices
and the stronger Australian dollar in the second half of the year.

Proceeds from the sale of Moura, Ravensworth and Narama interests were applied to reduce net debt,
which was $ 512m at year end compared with $1,100 million in 2001.
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Notes to the consolidated financial statements as at 31 pecember 2002

NOTE 1. BASIS OF PREPARATION OF THE CONCISE FINANCIAL REPORT

This concise financial report relates to the consolidated entity consisting of Coal & Allied Industries Limited and the entities it
controlled at the end of, or during, the year ended 31 December 2002. The concise financial report has been prepared in accordance
with the requirements of the Corporations Act 2001 and Accounting Standard AASB 1039 “Concise Financial Reports”.

The accounting policies adopted are consistent with those of the previous year.

NOTE 2. SEGMENT INFORMATION

Primary reporting — business segment

The consolidated entity operates an integrated approach to managing and organising its operating companies. Its operating
companies derive revenue solely from coal mining and related coal preparation.

Secondary reporting — geographic segment

The consolidated entity operates predominantly in the Hunter Valley of New South Wales, Australia.

2002 2001
$000 $000
NOTE 3. SALES REVENUE
Sales revenue included in revenue from ordinary activities 1,181,437 1,443,206
NOTE 4. DIVIDENDS
ORDINARY SHARES
Final dividend (40 cents per share) provided, fully franked at a tax rate of 30% 34,634 34,634
Interim dividend (40 cents per share) paid, fully franked at a tax rate of 30%
(2001: (35 cents per share) fully franked at a tax rate of 30%) 34,634 30,305
PREFERENCE
Final dividend provided, fully franked (2001: fully franked) 33 33
Interim dividend paid, fully franked (2001: fully franked) 32 32
The final dividend declared for 2001 will be franked out of existing franking
credits or out of franking credits arising from the payment of income tax in
the year ending 31 December 2003.
Franking credits available for subsequent financial years 141,172 86,569

The above amounts represent the balances of the franking accounts as at the end of the financial year, adjusted for:

(a) franking credits that will arise from the payment of income tax payable as at the end of the year,

(b) franking debits that will arise from the payment of dividends proposed in respect of the year ended 31 December 2002, and
(c) franking credits that may be prevented from being distributed in the subsequent year.

Under legislation that was effective from 1 July 2002, the franking account is maintained on an Australian income tax paid basis
rather than on Australian taxed profit basis as was previously the case. In accordance with this legislation, the franking account
balances as at 30 June 2002 were converted so that the opening balances on 1 July 2002 reflected the Australian income tax paid
amounts. Amounts debited to the franking account in respect of dividends paid after 30 June 2002 are the franking credits
attaching to those dividends rather than the gross amount of the dividends. The 2002 and 2001 franking account balances disclosed
above have been determined on an Australian income tax paid basis.

2002 2001
Cents Cents

NOTE 5. EARNINGS PER SHARE
Basic earnings per share 184.5 2454
Diluted earnings per share 184.5 2454

NOTE 6. FINANCIAL REPORT

Further financial information can be obtained from the financial report which is available from the company, free of charge, on
request. A copy may be requested by calling (02) 6570 0348. Alternatively, both the financial report and the concise financial
report can be accessed via the internet at: www.coalandallied.com.au
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Directors declaration as at 31 becember 2002

The directors declare that in their opinion, the concise financial
report of the consolidated entity for the year ended 31 December
2002 as set out on pages 17 to 20 complies with Accounting
Standard AASB 1039: Concise Financial Reports.

The financial statements and specific disclosures included in
this concise financial report have been derived from the full
financial report for the year ended 31 December 2002.

The concise financial report cannot be expected to provide as
full an understanding of the financial performance, financial
position and financing and investing activities of the consolidated
entity as the full financial report, which as indicated in note 6,
is available on request.

This declaration is made in accordance with a resolution
of the directors.

B F Horwood Melbourne
Director 18 February 2003
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Independent audit report to the members
of Coal & Allied Industries Limited

PricewaterhouseCoopers Darling Park Tower 2 www.pwcglobal.com/au
ABN 52 780 433 757 201 Sussex Street Telephone +61 2 8266 0000
GPO BOX 2650 Facsimile +61 2 8266 9999

SYDNEY NSW 1171
DX 77 Sydney
Australia

AUDIT OPINION

In our opinion, the concise financial report of Coal & Allied Industries Limited for the year ended

31 December 2002, set out on pages 17 to 21 complies with Australian Accounting Standard AASB 1039: Concise Financial Reports.
This opinion must be read in conjunction with the following explanation of the scope and summary of our role as auditor.

SCOPE AND SUMMARY OF OUR ROLE

The concise financial report — responsibility and content
The preparation and content of the concise financial report for the year ended 31 December 2002 are the responsibility
of the directors of Coal & Allied Industries Limited (the Company).

The auditor’s role and work

We conducted an independent audit of the concise financial report in order to express an opinion on it to the members of the
Company. Our role was to conduct the audit in accordance with Australian Auditing Standards to provide reasonable assurance
as to whether the concise financial report is free of material misstatement.

We have also performed an independent audit of the financial report of the Company for the financial year ended 31 December
2002. Our audit report on the financial report was signed on 18 February 2003, and was not subject to any qualification. Our audit
did not involve an analysis of the prudence of business decisions made by the directors or management.

In conducting the audit of the concise financial report, we carried out a number of procedures to assess whether in all material respects
the concise financial report is presented fairly in accordance with Australian Accounting Standard AASB 1039: Concise Financial Reports.

The procedures included:
» testing that the information included in the concise financial report is consistent with the information in the financial report

» selecting and examining evidence, on a test basis, as required by auditing standards, to support amounts, discussion and analysis,
and other disclosures in the concise financial report which were not directly derived from the financial report. We did not
examine every item of available evidence

= reviewing the overall presentation of information in the concise financial report.

Our audit opinion was formed on the basis of these procedures.

Independence

As auditor, we are required to be independent of the Company and its controlled entities and free of interests which could be

incompatible with integrity and objectivity. In respect of this engagement, we followed the independence requirements set out by
The Institute of Chartered Accountants in Australia, the Corporations Act 2001 and the Auditing and Assurance Standards Board.

In addition to our statutory audit work, we were engaged to undertake other services for the Company and its controlled entities.
In our opinion the provision of these services has not impaired our independence.

e -

PricewaterhouseCoopers Peter Buchholz Sydney
Chartered Accountants Partner 18 February 2003
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Shareholders information as at 31 pecember 2002

All issued ordinary shares and preference shares are listed on the Australian Stock Exchange and each carries one vote

Ordinary Preference
DISTRIBUTION OF SHARES
@) 1 - 1,000 477 82
1,000 - 5,000 201 17
5001 - 10,000 27 3
10,001 - 100,000 14 4
100,001 and over 11 2
730 108
(b) Number of members holding less than a marketable parcel of shares 11 54
The twenty largest ordinary shareholders held 85,732,027 stock units comprising 99.01%
of the issued ordinary capital
Units Held Units Held
SUBSTANTIAL SHAREHOLDERS
(a) Ordinary Shares
Rio Tinto: Australian Coal Holdings Pty Limited
Level 32, 55 Collins Street, Melbourne 65,555,831
Mitsubishi Development Pty Limited
Level 43, Gateway, 1 Macquarie Place, Sydney 8,829,288
Nissho lwai Corporation
3-1 Daiba 2 Chome, Minato-Ku, Tokyo 4,925,344
(b) Preference Shares
Rio Tinto: Australian Coal Holdings Pty Limited
Level 32, 55 Collins Street, Melbourne 928,590
NRMA Nominees Pty Limited 769,448
No of Shares % of Total
TWENTY LARGEST ORDINARY SHAREHOLDERS
1 Australian Coal Holdings Pty Limited (Rio Tinto) 65,555,831 75.71
2 Mitsubishi Development Pty Limited 8,829,288 10.20
3 Nissho Iwai Corporation 4,925,344 5.69
4 RBC Global Services Australia Nominees Pty Limited 2,264,105 261
5 JP Morgan Nominees Australia Limited 1,593,211 1.84
6 National Nominees Australia 1,343,110 155
7 Commonwealth Custodial Services Limited 343,903 0.40
8 Cogent Nominees Pty Limited 331,337 0.38
9 Citicorp Nominees Pty Limited 145,671 0.17
10 Permanent Trustee Australia Limited 92,342 011
11 L J R McWilliam Estates Pty Limited 70,000 0.08
12 Mr Thomas Nash Phillips 60,000 0.07
13 Fijolin Pty Limited 42,798 0.05
14 Palmerston Pty Limited 36,041 0.04
15 Marlen Pty Limited 25,313 0.03
16 Kingston (1953) Pty Limited 17,742 0.02
17 Miro Securities Limited 16,198 0.02
18 John Hedley Martin 14,500 0.02
19 Kurlen Pty Limited 12,656 001
20 Miss Rosalind L Badgery 12,637 0.01
85,732,027 99.01
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Statistical information as at 31 pecember 2002

2002 2001
000 Tonnes 000 Tonnes
STATISTICAL INFORMATION

TOTAL SALEABLE PRODUCTION
Hunter Valley Operations: 12,625 12,243
Mount Thorley Operations? 4,292 4,547
Bengalla® 5,385 4,894
Moura# 2,399 4,888
Narama® 370 2,177
Ravensworth East® 387 1,511
Warkworth’ 6,882 5,691
32,340 35,951

1 100% attributable to the consolidated entity, production for 2001 includes the Lemington mine acquired on 20 December 2000.
2 80% attributable to the consolidated entity.

¢ 40% attributable to the consolidated entity.

¢ Effective 28 May 2002, Coal & Allied sold its 55% interest in the Moura Joint Venture.

5 Effective 14 March 2002, Coal & Allied sold its 50% interest in the Narama Joint Venture.

¢ Effective 14 March 2002, Coal & Allied sold its 100% interest in the Ravensworth East mine.

" 56% attributable to the consolidated entity.

SALES
By country/region

Japan 16,523 17,771
Asia (excluding Japan) 8,512 8,204
Europe 2,165 1,193
Other 297 1,152
Domestic 4,052 7,393

31,549 35,713

By product

Export steaming 20,484 18,701
Domestic steaming 4,052 7,393
Coking 7,013 9,619

31,549 35,713

24 \ Coal & Allied Industries Limited

Annual report designed and produced by Billy Blue Creative






COAL & ALLIED A Rio Tinto Group Company



