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The 2004 Half Year Review is Caltex Australia Limited’s report to shareholders for the halt
year ended 30 June 2004. The 2004 Half Year Review is being mailed to shareholders over
the next few days and is attached for release to the market.

Caltex Australia’s results for the 2004 half year were released to the ASX on 27 August 2004.
The 2004 Half Year Review, the 2004 half year results information and other recent tinancial
reports and presentations are available from our website (www.caltex.com.au).
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Six months ended 30 June
Results summary 2004 2003

Replacement cost of 7 $180.3 milion  $86.1 million
sales operating profit

{ROOPY after tax

RCOP sarmings before $275.8 milion  $153.5 milion

interest and fax

RCOP earmings per share 0 65.8 cents 31.9 cents

Net dabt §L 8535.7 milion  $864.6 milion
T 268% gearing)  (43% gearing)

Bividend 14 cents 4 cents

Statutory nat profit after 17 $340.6 milion  $76.2 million
tax {including inventory

gains/losses and

significant items)

trarnings per share 126.2 cents 28.2 cents

FIRST HALF PROFIT TRENDS
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We are pleased to report that Caltex Ausiralia Limited
recorded higher earnings and dividend payments for the first
half of 2004 due 1o stronger refiner marging and growth in
sales volumes of transport fuels and fubricants,

The replacement cost of sales operating profit (RCOP; was
$180.3 million after tax and excluding significant items, up
10€.4% on the $86.1 million profit for the first half of 2003,
The RCOP result is recognised as a primary measure in
establishing the level of dividend as i excludes the impact

of international oil price movements and provides a piciure of
how well the company is performing in areas of its cperations
not affected by this external factor.

The Board declared an intedm fully franked dividend of $37.8
miflion, or 14 cenis a share (first half 2003: 4 cents a share).

The improved refiner margins and strong sales helped Caltex
further reduce its net debt to $635.7 milion at 30 June 2004
{30 June 2003: $854.6 millon) and gearing 1o around 26%
{30 June 2003: 43%,).

When a $113.5 million significant item of tax consolidation
and cil-price driven inventory gains of $48.8 million (after tax}
are included, on an historical cost basis, Caltex made an after
tax profit of $340.8 milion for the first haif of 2004 compared
with $75.2 million for the first half of 2003.

The higher refiner margins were achieved against a
backdrop of strong domeslic, regional and MNorth American
econcmic growth.

Caltex's marksting business benefited from ifs improved
domestic positioning, achieving transport fuels sales in the
first half of 2004 with a 14% growth in volume compared
with the first half of 2003, well ahead of overall growth in the
Australian markst. Non-fuel income alsc confinued o grow
through our convenience store network and card products.



The final arrangements for the Caltex Woohworths
venture that will include up to 470 service stations were
concluded in April. The jointly branded Caltex Woolworths
network inciudes a growing number of sites operated by
Caltex franchisess offering fuel for saie under a selling
agency arrangement.

Following Caltex's decision in February fo proceed with a
$295 milion Clean Fuels Project, progress has been made
on planning and procurement for the new faciiities at both
the Lytton and Kurnell refineries to produce fusl to mest
standards that come into effect in January 2006 and fo the
toughear 2008/9 standards that were announced in July.

The Board has reviewed the company's dividend policy.
Taking into account the Clean Fuels Project’s high capital
commitments in 2004 and 2005, the Board intends o
declare ordinary dividends of 20% to 30% of the replacement
cost of sales profif after tax excluding significant items in
2004 and 2005,

After 2005, the company intends 1o increase the payout ratio
to & range of 40% to 60% of the replacement cost of sales
profit affer tax excluding significant items. 1f there is surplus
cash flow above the targst payout ratic the Board will
consider a further distribution in the form of a fully franked
special dividend and/or other capital management initiatives.

Howaever, the declaration and the amount of any dividends
are at the sole discretion of the Board and are dependent on
the company's earmings, cash flow requirements, financial
conditions at that fime and available franking credits.

The improved financial performance will assist Caltex in s
ability to fund its 3285 milion Clean Fuels Project from
operating cash flow.
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June Jurie  change
Millions of dofars 2004 2003 %o

1 4131.2 3,380 215
2 Total expenses® {3,852.4) (3,245.6) 187
3 Replacement cost EBIT 278.8 153.5 816
4 Net borrowing costs {21.8) (32.2) 32.3
lncome tax expeanse {76.7} (35.2) 117.9
Replacement cost profit  180.3 86.1 109.4

5 lnwventory gain/floss; 46.8 3.9 N/A
— after tax

Total revenue!

8 Significant income faxitem 1135 - -
Historical cost net profit  340.8 76.2 3468

7 Interim dividend per share 14c 4c
Fnal and special dividend - 14c
per shara

Hasic earnings per share

- Replacement cost - £6.8c 31.9c
excluding significant items

— Historical cost 126.2¢ 28.2¢

BISCUSSION AND ANALYSIS

1 Totalrevenue %7 2% .5

otal revenue increased primarily due to:
+ Higher crude prices,

+ Strong refiner margins,; and

+ Signiticant growth in marketing sales volumes of transport
fuels and lubricants.
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2 Total expenses - replacement cost basis 3} P

The increase in 1otal expenses is primarily cadsed by:

» Highar cost of sales due o higher sales volumes and
higher crude prices, and

* Operating expenses increased in absolute terms but on a
per litre soid basis cperating expenses decreased 2%
compared o the first haif of 2003.

3 Heplacement cost EBIT 4&} B .68%

lmprovement in Caltex’s underlying performance was driven
primarily by strong refiner margins, stable average marketing
margins and significant growth in sales volumes of transport
fuels and lubricants.

Breakdown of replacem@nt cost EET is de‘{alted below

CHM reprasents the dtff@rence betweaen ih@ cost of smportmg
a standard Caitex basket of products 10 eastern Australia -
and the cost of imporﬁng the oruds ol raquir@d 0 make that_ -

Average Stngapore i’@fznsr marg;n + produot quaitty SR
- .._prammm + crude. dtscount/{prem;um) + product fr@sght
e crude frelght - yield loss - e
. S CRM strengthened ssgnsﬁcantty fram an average of "
- US$E.90/bb! in 1HOG to US$7.07/bbiin 1HO4 a8 - - -
- -8ingapore refiner marging increased from an aveage of ©
1 US$3.83/0b! in 1HO3 to an average of US$7.08/bbi in_ j
Z_'1 HO4. However, the increase in refiner margtns was -




Transport Fuels. Marketmg Margm EEM R

Transnort fuels comprise petrol, disset and jet. The tramport

fuels marketing margin is based on the average net margsn

over import parity price in Austrafia. . .U _' g

s.. The average transport fuals mark@tmg margin remained -

Stabia compared with the first half of 2003. At the same -~

’sma transport fuel sales voia_,tmos tncr@ased overail by
4% 201088 all products. ’ o

Lubncants and Specialties. Margm BETE

Lubricants and specialiies products include fmtshod lubricants, ':
base olis, liguified potroieum gas petrochemacais brtumon o
wax and marine fuels, .. .00

Lubncants volumes grew overall by n@ariy 50% mamiy

due o addst;onai base ol votuma fo%towmg tho chsum. - 3'.

Non fuel income includes convenience store incoma,

franchise income, royalties, property, plant and equipmcnt___'_'_'_"-.'_'-

rantals, StarCard income and share of profzts from non '
cortrolled equity distributors. L

. Same store average Siar Mart sales ancreasad by 8. 9%
and same store average Star Shop safas by ? 2% e
compamd wiith thc farst haff 2003 :

Operahng_Expenses oy

Operating expenses include those ¢osts not related io ‘the
cost of production such as finance and adm;mstratson
maz’katmg and other operating expenditure. ...

Op@rat:ng expenses increased i absolute terms but e
“on a per litre sold basis operating expenses decrsased_ T
2% compared fothe first hatf of 2003, o
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tax and Osgn;fscant fterns.

fOther ux}m'"'.._ e I
‘Other comprises a number of components mofuding
‘miscellaneous Income and net exchange impacts,

TR,

4 Net borrowing costs \/ 3E.5%

Net debt reduced to $535.7 milion at 30 June 2004,
This compares with $854.6 miliion at 30 June 2003, The
tower net debt fevel resulted in decreased borrowing costs.

5 Inventory gain/(loss) — after tax

Regional crude oil prices rose in the first half 2004, (averaging
US%37.26/Dbl in June 2004 and US$30.58/bb! in December
2003}. This increase resulted in inventory gaing of $46.8
million {after tax} compared with inventory iosses of 30.9
mitlion {after tax} in the first half 2003,

6 Significant income tax item 7 ;
As a consequence of entry into the new tax consclidation
regime, the valus of refining and pipeline assets has been
resat for tax purposes. This has resutted in a $113.5 milfion
decrease in deferred tax liabilides, with the offset being a
non-recurring tax credi to curent year sarnings. The cash
fiow benefif will be achieved over some 20-25 years, which
i3 the effective life of revalued asssts.

7 Interim dividend 14 0156

The Board declared an interim dividend (fully franked) of $37.8
miflion or 14 cents per share. The record date is 10 Sepiember
2004, with the dividend payable on 1 Oclcber 2004,




June December change
Millions of doars 2004 2003 $m
1 Working capital 449.3 3431 1062
2 Property, plant and 1,803.4 1,6153  {11.9
aquipment {PP&E}
3 Net debt {535.7) ([B24.4y 887
4 Dther non current assets 9.3 (110.3; 1196
and Habifities
Total equity 1.528.3 1,2237 30286
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DISCUSSION AND ANALYSIS

FeY

1 Working capital 47 5108, 2

The increase In working capital is primarily dus o

* Higher crude prices; and

* Waakening of the AUD during the first half of 2004,
Oftset to some exdent by:

» igher income tax liability due to higher profits in the
first half 2004.

]
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The decrease in properly, plant and equipment is due io:
*  Depreciation of $59.8 million; and

» Nat disposale of $10.2 milion; partially offset by

» Capital expenditure and major cyclical mainienance of
$57.9 million, including $26.3 milion relating to the
Clean Fuels Project for Caltex’s two refineries.
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3 Netdebt <, &

AR,

Net debt has reduced to $535.7 milion at 30 June 2004, a
decrease of $88.7 millon from 31 December 2003, As a result,
Caltex’s gearing {net debt to net debt plus equity) was 26.0%,
down from 33.8% at 31 December 2003,

P
]
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4 Other non current assets and liabifities < & 2% 1 2.0T

Orther non current assets and liabilities have decreased as a
conseguence of entry info the new fax consclidation regime
which resulied in 2 $113.5 millon decrease In deferved tax
Habilities. For more information refer to the Profit and Loss,
Discussion and Analysis, Note 6! "Significant income tax item.”




June June change

Millions of doars 2004

Receipts from customers 8,584.0 57655 B2ZBE

Payments to supplisrs {42351} (3,3682.2) (872.9;

and empioyess

Payments for excise {2,052.8)

and GST

Borrowing cosis paid {26.7}

Other net operating activities {90.4}
Net operating cash inflows 1820

Purchases of property, plant {66.4)
and equipment {(PP&E} and
major cyclical maintenance

Other investing cash flows 1.7
Net investing cash outflows  {54.7}
Net financing cash outflows (152.8}
Net decrease in cash held {25.6}

(105.1) (47.8)
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DISCUGSION AND ANALYSIS
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1 Borrowing costs b A3

o

Net debt reduced to 3535.7 million at 30 June 2004, This
compares with $854.6 milion at 30 June 2003. The lower
net debt levet combined with the timing of coupon
payments resulted in an overalt borrowing cost saving

of $4.4 million.

2 Other operating activities /2% ""}/? Ritis

Income tax payments increased in the first half 2004, This
increase is due to current year tax instalments being based
on prios year historicat cost profit and the final prior year fax
payment faling due in the first half 2004,
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3 Purchases of PP&E and major
cyclical maintenance

The increase in capital expendiiure in the first half 2004
relaied primarily to the Clean Fuels Project.

4 Net financing cash outftows W BT

This increase N net financing cash outflows is primarily due to
payment of the 2003 final dividend of $37.8 million in the first
half 2004 {ro final dividend was paid in the first hatf 2003).




The Board of Caltex Australia Limited comprises a team of
dirsctors with different backgrounds, skills and experience
who bring independent judgement and review of Caltex’s
business and management performance and knowledge of
tha petroleum business. The Board comprises:

e g LEFN B
CHOE WARBUNTON

Chairman (Non-exacutive / independert)
3 Jat
Managing Director and Chiaf Executive Gfficer
ELIZARETH BRI AN

Diractor (Non-executive / Independant}

LE L

Diractor (Non-exacutive)
SO THIGRN

Diractor (Non-executive / Independant}

A

Diractor (Non-executive / Independant}

CORPORATE GOVERNANCE

The Board is commitied to best practice in corporate
governance where these practices are appropriate and
add valus to Caltex Austraiia.

Caltex Australia has established a corporate governance
centre on the Caltex web site fwww.caltex.com.au} o
provide information about our corporate governance
practices and links to our Board and cormmittes charters
and policles, shareholder reports, full year and half year
resuits announcements, ASX/ Media releases, notices
of shareholder meetings (and explanatory material) and
corporate information.







