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Australian Stock Exchange Limited

CALTEX AUSTRALIA LIMITED

2005 Preliminary Final Report

Caltex Australia Limited’s preliminary tinal report tor the year ended 31 December 2003 is
attached for release to the market. The announcement comprises:

. the ASX / Media Release;

. the 2005 Preliminary Final Report, which includes the information required by Listing
Rule 4.3A (Appendix 4E); and

. the slides for the Managing Director’s results presentation, which is due to start at
10.00 am today.

Over the remainder of February 2006 and the course of March 2006, Caltex will make a
number of presentations to investors and analysts, which will be based on the material
provided in the 2008 Preliminary Final Report and the Managing Director’s results
presentation slides.

The 2005 Annual Report (which includes the 2008 Financial Reporty will be sent to
shareholders and lodged with ASX in late March 2006. The reports will also be made
available from our website {(www.caltex.com.qu).

2006 Annual General Meeting

The 2006 Annual General Meeting for Caltex Australia Limited will be held at 10.00 am on
Thursday, 27 April 2006 at the Wesley Conference Centre, 220 Pitt Street, Sydney, New
South Wales, Australia.

The Notice of Annual Generad Meeting and proxy form will be sent to shareholders at the
same time as the 2005 Annual Report.
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Caliex Australia

ASX/Media Release

For immediaie release
Friday, 24 February 2006

Increased 2005 Caltex profit tempered by
1H2006 impact of refinery project delay

Key points

« Strong operating performance and global market drivers lead to higher profit
— 2005 dividends increased to 48 cents per share; 82% total shareholder return
- 2005 RCOP profit 2.2 cents per litre v 2.0 cents per litre in 2004

« Profits fund investment in clean fuels, refinery efficiency projects, fuel storage terminals
and retailing
— 2005 capital expendiiure $530 million v $414 million RCOP profit after tax

« Business climate outiook for oil industry remains strong and wiil support Caltex strategies
despite negative 1H2006 impact of Clean Fuels Project delay

Results summary Full year ended 31 December
2005 2004*
Replacement cost of sales $M M

operating profit (RCOP)'
result {(excluding significant

items):

- after tax 414 350
- before interest and tax H83 536
Historical cost result

{(net profit after tax, including 574 457

inventory gains and excluding
significant items}

Y 2004 comparatives have been adjusted for the ransition to Australian equivalents of Intemational Financial
Reporting Standards [(A-FRS).

Sirong operating performance and global market drivers lead to higher profit

Caltex Australia announced today a higher profit after tax (excluding sigrificart items) on a
replacement cost of sales operating profit (RCOP) basis of $414 million for the year to 31
December 2005, compared with $350 million for the full year 2004. This equated to 2.2 cents of
profit per litre of petroleum products sold.

"The replacemert cost of sales operating profit {(RCOP) excludes the impact of the fail or rise in oil prices {a key external
factor) and presents a clearer picture of the company's underlying business performance. It is calculated by restating the cost
of sales using the replacement cost of goods soid rather than the historical cost, including the effect of revenue lags.
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Caltex Managing Director Dave Reeves said the higher profit in 2005 was the result of a strong
operating performance by the company’s refining and marketing business combined with global
market drivers.

“The continued strong demand for fuels in the Asia Pacitic region resulted in higher refiner
margins with the Caltex Refiner Margin® averaging US$8.40 a barrel in 2005 compared with
US$6.80 a barrel in 2004," Mr Reeves said.

"We were able 10 capture the benefit of these refiner margins because of improved throughput
rates and near-record preduction at Caltex refineries. Despite the tight regional supply
environment and record imports we maintained a secure and reliable supply of iusls fo our
customers.

‘Caltex’s marketing business made a strong contribution to earnings with new records in
transport fuels sales, higher margins and volumes across all marketing channels and increased
shop sales in our convenience store network.

“Petrol prices rose during the year mainly as a resull of 3 large increase in crude oif prices. Pan
of the increase was due to higher marging earmed by Caltex refineries which reflected tighter
global supply and demand for pelroleum products.

“The average price of all petrolgum Price breakdown of Caltex petroleum
products sold by Caltex {including GST) products
increased 14.6 cents per fitre. Of thig cents per litre

increase, 13.5 cents per litre was crude oil
prices and other costs, 0.9 cents per litre
wasg higher tax {including GST) and 0.2
cents per litre was increased Caltex profit

Profit

(2005: 2.2 cpl, 2004: 2.0 cpl, RCOP @ Costs
basis). B Taxes
“Caltex has no crude ol or gas exploration 2005 2004
or pl’OdUCf!OI‘i il‘i{el’eSfS." Average price of all Caltax pelroleam producis,

financial data is RCOP basis
Dividend

Caltex Chairman Dick Warburton said the Board had declared a final dividend of $84 million or
31 cents per share {ully franked, adding to the interim dividend of 15 cends per share to give a
total dividend of 48 certs per share fully franked (2004 total dividends: 39 cents).

“This is in fine with the company’s stated dividend policy of declaring ordinary dividends of 20%
10 30% of the RCOP result {after tax excluding significant items) in 2005 while the company met
the high capital commitments of the Clean Fuels Project,” Mr Warburton said.

“From 2008, the company intends to increase the dividend pay-out ratio to a rangs of 40% 1o
B80% of the RCOP result after tax excluding signiticant items.

“However, the declaration and the amount of any dividends are at the scle discretion of the
Board and are dependent on the company’s earnings, cash flow requirements, financial
conditions at that time and availabie franking credits.

“We gre pleased that the confidence of Caltex shareholders has been rewarded by higher
dividends and a 78% increase in share price during 2005, opening at $10.86 and closing at

% The Caltex Refiner Margin (CRM) represents the difference between the cost of importing a standard Caitex basket of
products fo Eastern Austrakia and the cost of importing the crude ol required fo make thai product basket. The CRM

calculation represents: average Singapore refiner margin + product quabty premium + crude discount/{premium) + product
freight - crude freight - vield loss.



$19.38. This put Caltex in the top tier of performers in the Australian share market for the third
year in a row. The result provided a tetal shareholder retum of 82%.

“There is great momentum in the business and we feel very contident that in the years ahead our
strategies wil achieve a further compestitive edge in an external environment that, while always
volatile, appears favourable.”

Sirong performance from refining and marketing

Mr Reeves said that the performance improvement projects at the company’s refineries at
Kumell in Sydney and Lytion in Brisbane produced significant benefits in 2005 primarily by lifting
utilisation and improving yields.

“Total production of 11.6 billion litres of petroleum products was the second highest on record
{2004: 11.8 billion litres) with various new throughput records achieved at both refineries,” he
said. "Production of high value transport fuel products (petrol, diesel and jet fuel} was 10.1 hiffien
fitres (2004: 105 Killion litres). This production was achieved despite an exiensive program of
planned shutdewns for routine maintenance and preparation for clean fuels production.

‘In marketing, Caltex strengthened its leadsrship in transpoert fuels sales, ingreasing sales
velume by a further 4% 1o 13.2 bilion litres in a market that grew just over 1%. Pelrol sales
volumes were 3% higher supported by the venture with Woolworths., There are now over 470
jointly branded Caltex Woolworths service stalions across Australia. They account for around
50% of our petrol sales.

“Diesel sales volumes were 5% higher and jet fuel volumes ingreased by 8%. New marketing
strategies also produced growth in key markets for lubricants, premium fuels and StarCash
cards. The company alse made gains in consumer preference for the Caltex brand during 2005.

“Non-fuel income rose 11%, with a 5% growth in store sales consolidating Caltex’s position as
Australia’s leading convenience store retailer with almost 30% of market share.

Profits enable capital investment in clean fuels, refinery efficiency projects, storage
terminals and retailing

“In 2005, Caltex more than doubled its capital expenditure to $530 milion investing in projects at
the refineries and in other areas including terminal loading, storage facilities and retailing to meet
customer and community expectations. This exceeded 2005 RCOP profit after tax and
represents 86% of our operating cash flow.

“The fuels market is changing as increasing global demand outstrips growth in refining capacity.
Australia is now importing more than 20% of its transport fuels 1o supply domestic demand. As
Australia’s largest refiner and marketer of transport fuels, Caltex is focused on increasing
production of diesel and high octane petrol and strengthening its supply chain to mest the
changing needs of its cusiomers.

"By the end of 20085, a refining performance improvement program launched in 2004 had
delivered signiticant benefits which are reflected in the increased profit. The program involves
wide ranging improvement projects across both refineries that are expected to substantially add
to annual profit and kit fuels production. Included in the program are ten major projects for which
funding decisions will be made in 20086 and 2007.

“The most significant current project, the approximately $500 million Clean Fuels Project, is
reducing alr pollution from vehicle emissions threugh cleaner petrol and diesel. Expenditure on
the project in 2005 was $302 million, including substantial additional costs 1o expedite the project
when delays became apparent.



Business climate outiook for of industry remains strong and will support Caftex
strategies despite TH2006 impact of Clean Fuels Project delay

“‘Caltex remaing confident the increased gquantity and quality of production from the Clean Fuels
Project and refinery improvement projects will create substantial benefits in the tight
supply/demand market environment for petroleum products we expect over the next few years.
We do not expect growth in demand will be offset by new refining capacity additions in the region
in the near to medium term.

“There has been a disappointing start-up delay and significant overrun of our original planned
investment in the Clean Fuels Project primarily due to late delivery ¢of materials and equipment
and a shortage of skilled labour. The lessons we leared from the review of this project are being
applied in our future capital development activities.

“Lower refinery production and increased imports of 2006-standard products and exports of non-
2008-standard products due to the Clean Fuels Proiect delay will negatively affect the 1H2006
earnings.

“The Australian Government granted Caltex a short-term variation of the fuel standards that have
applied since 1 January 2006 {0 allow the company 1o ensure cerainty of supply t¢ its customers
while the plant construction and commissioning is completed. The company has commitied
every possible effort to minimising the delays. The benzene reduction plant at the Lyton refinery
has been making 2008-standard product since the end of January. The Kurnell benzene plant is
expected 16 be on stream in early March as is the Lytton diesel suliur reduction plant. The
Kurmell diesel plant is expected to be on stream in April. As a result of delays beyond those
recognised in the original variation application, Caltex has applied to the Government for an
extension of the current variation to ensure reliability of supply to customers.

“The company’s performance is benefiting from cur focus on the fundamentals, including our
safely performance, which in 2005 was the best on record, and improving the capabilities of
employess through training programs. In 20086, there will be ongoing benefits from strategies to
increase the productivity of the refineries, reinforce the reliability of our supply chain and achieve
sustainable growth in expanding markets.”

Historical cost profit

Qn an historical cost profit basis {including invenfory gainsg and excluding significant items),
Caltex recorded an after tax profit of $574 million for the full year 2005 compared to $457 million
for the {ull year 2004. This was 3.1 cenis per litre of petroleum products sold {2004: 2.6 cpl). The
profit includes crude oil and petreleum product inventory gains of $160 million {after tax)
compared to inventory gains of $106 million {after tax) in the full year 2004.

The historical cost and RCOP results exclude a sigrificant after tax one-oft gain of approximately
$21 million as a consequence of tax consolidation legislation passed in 2005. The initial
legislation passed in 2004 resulted in an after tax one-oft gain of $114 million in 2004,

Media contact Analyst contact

Richard Beattie Frank Boys

Group Manager Corporate Affairs Manager Investor Relations
Phone 02 9250 5224 Phone 02 9250 5166

Pager 02 9214 1146 Email frboys@caltex.com.au
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Results for Announcement to the Market (in accordance with A-IFRS)

Key Resuits {Miltions of dollars) Year ended 31 December

2005 2004"

Revenues from ordinary activities L\ 23% 16,820 13,625

Profit from ordinary activities after tax/net profit for the period
aftributable to members:

Replacement cost basis® {excluding significant items) +» 18% 414 350
Historical cost basis {excluding significant items) » 26% 574 457
Historical cost basis {including significant items} "!‘ 4% 595 B70
Dividend 2005 2004
Dividends declared:
interim dividend:
- Amount per security (fully franked) 15¢ 14¢
Final dividend
«  Amount per security {fully franked) 31¢ 25¢
Record date for determining eniitlement to 2005 final dividend 10 March 2008
Diate 2005 final dividend is payable 31 March 2008

Highlights

« Caltex Australia continued {o achieve record earnings in 2005, with profit after tax {excluding significant
iterns) on a replacement cost of sales gperating profit {RCCP) basis up 18% on 2004. This resuit reflected a
strang operating performance by the company’s refining and marketing business combined with gichal
market drivers.

« Net profit after {ax on a RCOP basis was $414 million for the year ended 31 December 2005, compared
with $350 million for 2004. The RCOP basis excludes the impact of international oil price movements and
therefore provides a clearer picture of the company’s underlying business performance.

« The continued strong demand for fuels in the Asia Pacific region resulted in higher refiner margins. The
company was able to capiure the benefit of these refiner margins because of improved throughput rates
and near-record production at Caitex refineries. Despite the tight regional supply environment and record
imports, Caltex maintained a secure and reliable supply of fuels to customers.

+« Caltex's marketing business made a strong contribution to earnings with new records in fransport fuels
sales, higher margins and volumes across all marketing channels and increased shop sales inits
convenience store network.

» Final dividend declared of $84 million or 31 cents per share, adding to the interim dividend of 15 cents per
share to give a total dividend of 46 cenis per share fully franked {2004 fotal dividends: 38 cents per share).

+ On an historical cost profit basis {including inventory gains and excluding significant items}, Caltex recorded
an after tax profit of $574 million for the vear ended 31 December 2005, compared with $457 million for
2004. This historical cost profit includes oil price driven inventory gains of $160 million {aHer tax) compared
with $106 million for 2004. The historicat cost and RCOP resulis exclude a significant after fax one-off gain
of $21 million which arose as a consequence of tax consclidation legislation passed in 2005. The initial
legislation passed in 2004 resulted in an after tax one-off gain of $114 million in 2004.

2004 comparative numbers have been adjusted for the transition to A-IFRS {Australian squivalents to International
Financiat Reporting Standards).

The replacement cost of sales operating profit excludes the impact of international oil price movemenis and therefore
provides a clearer picture of the company's underlying business performance. It is calculated by restating the cost of
sates using the replacement cost of goods sold rather than the historical cost, including the effect of revenue lags.
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Key Performance Indicators

Year ended 31 December

2005 2004 2003 2002 2001
Profit/(loss) before interest and tax {(Em)
- Replacement cost basis (excluding significant tems) 583 536 340 215 201
- Historical cost basis {including significant items) 811 6887 340 376 {129)
Profit/(loss) after interest and tax (3m)
- Replacement cost basis (excluding significant items) 414 380 200 106 84
- Historical cost basis (including significant items)y’ 595 570 197 215 {186}
inventory (losses¥gains before tax ($m) 228 152 13 173 {186)
Basic earmnings per share {cents)
- Replacement cost basis (excluding significant tems) 183 130 74 39 31
- Historical cost basis {(including significant items} 220 211 73 80 {88)
Return on equity attributable to members
of the parent entity after tax (%)
- Replacement cost basis (excluding significant tems) 19 21 16 10 10
- Historical cost basis {including significant items) 28 35 16 21 (23}
Net tangible asset backing per share {§) 7.73 508 4.46 3.78 3.0
Net debt (Sm) 429 447 624 954 1,268
Gearing {net debt to net debt plus equity} (%) 17 21 34 48 81

The reduction in RCOP and historic cost refurn on equity is driven by an increase in total equity at the end of the
year. This reflects re-investment of cash flows in 2005 in long-ferm projects (eg Clean Fuels Proiect and RPIP).
In addition o these impacts, the historical return on equity also reflects the significant decrease in gains from
the tax consolidation regime (significant item} in 2005 compared to 2004,

Integrated Transport Fuels'Margin (acpl) Transport fuels production and sales

{Billion litres)

2602

2603 2604 2005

B Marketing Mergin

2002

2003

= Production volume

127

2004

2005

& Sales volurre

132

! Only 2004 comparative numbers have been adjusted for the transition to A-IFRS.
2 Includes a significant item of $21 million in 2005 ($144 million in 2004) relating to an income tax benefit upon entry into the

new tax consclidation regime.
? Transport fuels comprise petrot, diesel and jet.
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Profit and Loss
for the year ended 31 December 2005

Millions of dollars 2005 2004
1  Total revenue 16,816 13,625
2 Total expenses ~ replacement cost basis “ (16,233} (13,088}
3 Replacement cost EBIT 583 536
4 Net borrowing costs (23) (41}
iIncome tax expense {(148) (145}
Replacement cost net profit 414 350
inventory gain — after tax 160 1086
6 Significant items 21 114
Historical cost net profit 595 570
7 Interim dividend per share 15¢ 14c
7 Fmal dividend per share 31¢ 25¢
Basic eamnings per share
- Replacement cost — excluding significant items 153¢ 130¢
- Historical cost — including significant items 220c 211c

Discussion and Analysis

1 Total revenue Total revenue increased due to:

» Higher product prices, driven by rising crude prices and, o a lesser

¢ 230/0 extent, by stronger refiner margins on transport fuels; and

» Growth in marketing sales velumes of fransport fuels and specialty
products.

2 Total expenses — | Total expenses increased due to a higher cost of sales, which reflected

higher sales volumes and higher crude prices.
replacement cost
basis

Operating expenses were also higher, in absolute ferms, due to:
» A change in strategy fo perform more maintenance while units are
0 operating {cosis expensed} rather than while they are shut down
24 /0 {costs capitalised) — the benefit is reduced unit shut down time; and
+ increased properly insurance costs reflecting the impact of industry
insurance losses from US hurricanes in 2005.

However, on & per lifre sold basis, operating expenses decreased by 2%
compared with 2004, reflecting a 6% increase in total sales volume.

' Excludes interest revenue and significant items (if applicable).
? Excludes interest expense, inventory gainsf/{losses) and significant fems (if applicable).
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Discussion and Analysis (continued)

3 Replace me nt COSt The improvement in Caltex's underlying performance reflected:
+ Higher refiner margins on transport fuels; and

EB'T » Higher marketing sales volumes and margins on transport fuels.
This improvement was partially offset by:
9 0/0 » Higher operating costs; and
« Losses on exports and imports.

Breakdown of replacement cost EBIT is detailed below:

Caltex refiner CRM represents the difference between the cost of importing & standard
margin (CRM) Caltex basket of products to eastern Australia and the cost of importing the
crude ol required to make that product basket. The CRM calculation basically
represents; average Singapore refiner margin + product quality premium +
crude discount / {premium) + product freight — crude freight — vield loss.

CRM was higher in 2005 at US$8.40/bbl, compared with US$6.60/4b in 2004,
However, the increase in CRM was dampened by a stronger Australian Doliar
compared with 2004. Additionally, higher planned refinery shutdown activity
resulted in production volume of transport fuels falling from 10.5 biflion litres In
$708m | 2004 te 10.1 billion litres in 2005.

Transport fuels Transport fuels comprise petrof, diesel and jet. The transport fuels marketing

: : margin is hased on the average net margin over import Parity Price in
marketing margin Australia. The average transport fuels marketing margin was 9% higher than
in 2004. Additionaily, transport fuels sales volumes increased overall by 4%
$3156m | across al products.

Lubricants and Lubricants and speciafties products include finished lubricants, base oils,

. g . gases, petrochemicals, bifumen, waxes and marine fueis. Specialties volumes
specialties margin grew overall by 20% mainly due to stronger demand for refinery grade
$108m | propylene and marine fuels.

Non-fuel income Non-fuel income includes convenience store income, franchise income,
royalties, rentals of property, plant and equipment, Starcard income and the
share of profits from non-controlied equity reseliers. Non-fuel income

increased by 11% comgared with 2004,
$127m

Operating expenses Operating expenses in this caption include refining and supply, marketing,
corporate and other operating exgenditure. Operating expenses increased in
ahisolute terms, but on a per litre sold basis, decreased by 2% compared with

($646m) | 2004.

Other Gther includes exchange impacts and pipeline and charter income. Other also
($29m) includes losses on exports and imports, the majority of which were related te
the pericd of Clean Fuels construction.

Total RCOP EBIT

$583m
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Discussion and Analysis (continued)

4 Net borrowing
costs

WV 449

The reduction in net borrowing costs reflects a higher proportion of
borrowing costs, attributable to the Clean Fuels Project, capitalised to the
balance sheet. Net debt was $429 million at 31 December 2005 compared
with 3447 million at 31 December 2004,

5 Inventory gain -
after tax

AN 51%

Regional crude oil prices rose significantly in 2005, {(averaging
LiS357.24/bbt in December 2005 compared with US5$39.03/bbi in
December 2004}. This increase resuited in net after-tax inventory gains of
$160 million compared with $106 million in 2004.

6 Significant items

$21m gain

As a result of fax consolidation legislation passed in 2005, Caltex
recognised a significant one-off tax credit of $21 million with a
corresponding reduction in deferred t{ax liabilifies. The initial legislation,
passed in 2004, resulted in a one-off tax credit of $114 million in the first
half of 2004,

7 Final dividend

31cps

The Board declared a final fully franked dividend of $83.7 million or 31
cents per share. This brings the total dividends for 2005 to 48 cents per
share. The dividends have a franking credit of 100%. The record date is
10 March 2008, with the dividend payabie on 31 March 2008.
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Balance Sheet
as at 31 December 2005

Millions of dollars 2005 2004
Working capital 487 451
Property, plant and equipment (PP&E) 2,076 1,688
Net debt (429) (447)
Other non-current assets/(liabilities) 4 (57)
Total equity 2,138 1,645

Discussion and Analysis

1 Working capital

A $36m

Working capital increased due fo;

« Higher crude and product prices, which were particularly reflected in
higher net inventory and receivables balances; and

« Higher income tax instalment payments relative to income tax
provided (hence reducing current {ax liabilities).

2 PP&E

A $378m

PP&E increased due to:

« Capital expenditure and major cyclical maintenance of $530 million,
including $302 million relating to the Clean Fueis Project;

Partly offset by:
« Depreciation and amortisation of $124 million;
« Net disposals of $23 million; and

« Asset impairment write-downs of $5 million.

3 Net debt

“l’ $18m

Net debt decreased o $428 million at 31 December 2005 compared with
$447m at 31 December 2004. Caltex’'s gearing (net debi to net debt plus
equity} reduced to 17% from 21% at 31 December 2004,

The decrease in net debt reflects strong historical cost eamings, partially
offset by higher capital expenditure. Lower crude oil purchases prior to
year end due o Clean Fuels constraints resulied in net debt being
temporarily low at 31 December 2005,
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Cash Flows
for the year ended 31 December 2005

Millions of dollars 2005 2004
Receipts from customers 18,467 14 847
Payments to suppliers and employees (13,189) (0,944)
Payments for excise and GST (4,372) (4,242}
Borrowing costs paid (43) (46}
Other net operating activities (245) (155}
Net operating cash inflows 618 457
Purchases of property, plant and equipment (PP&E)

and major cyclical maintenance (499) (218)
Other investing cash flows 10 13
Net investing cash outflows {489) (203)
Net financing cash outflows (115) (276)
Net increasef{decrease) in cash held 14 (22)

Discussion and Analysis

1 Borrowing costs

“b $6m

The reduction in borrowing costs reflects a 354 millicn reduction in
average daily borrowings compared with 2004. Borrowing cosis paid
includes capitalised borrowing costs relating to the Clean Fuels Project of
$17 milion (2004: $4 million).

2 Other net operating
activities

A $90m

Cash outflows from other net operating activities increased due to higher
income tax payments. income fax payments were higher because current
year income tax instaliments are based on a percentage of current vear
gross revenues, which were higher than in 2004 {driven by higher product
prices).

3 Purchases of
PP&E and major
cyclical
maintenance

A $283m

Purchases of PP&E and major ¢yclical maintenance increased due 1o
increased investment in the Clean Fuels Project and also due to higher
levels of major cyclical maintenance than in 2004,

4 Net financing cash
outflows

“l’ $161m

Net financing cash outflows decreased due to lower loan repayments (34
million) compared with 2004 ($197 million}. This was partly offset by
higher dividend payments {$108 million}, comprising a 2005 interim
dividend {$40.5 million} and 2004 final dividend ($67.5 million). Total
dividend payments in 2004 amounted to $75.6 million.
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2005
PRELIMINARY FINANCIAL REPORT

FOR

CALTEX AUSTRALIA LIMITED
ACN 004 201 307

The 2005 Prefiminary Financial Report for Caitex Australia Limited includes the:
Directors’ Review
Directors’ Statement
Extracts of the 2005 Year Financial Statements and accompanying notes

for the year ended 31 December 2005.

The financial statements included herein are based on the audited accounts of Caltex Ausiralia Limited.

Caltex Australia Group
For the purposes of this report, the Caltex Austratia Group consists of:
Caltex Australia Limited, which is the parent company of the Caltex Australia Group;

our ajor operating coimpanies, including Caltex Australia Petroleum Pty Lid, Caltex Refineries (NSW) Pty Ltd, Caltex Refinaries {Qid}
Ply Lid, Caltex Petroleum Distributors Pty Ltd and Caltex Lubticating O Refinery Py Lid; and

a number of wholly owned entities and other companies that are controlled by the group.

Please nole that terms such as Caltex and Caltex Australia have the same meaning in this report as the Caltex Australia Group, uniess the
context requires otherwise.
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Directors’ Review

introduction

The Board of Caltex Australia Limited presents this Directors’ Review and the 2005 Preliminary Financial Report
for the Caltex Australia Group for the year ended 31 December 2005 to shareholders.

Board of Directors

The Board of Caltex Australia Limited comprises Richard (Dick) Warburton {Chairman}, Dave Reeves {Managing
Director and Chief Executive Officer}, Elizabeth Bryan, William {Bill} Hauschildt, John Thorn, Ken Watson and
Peter Wissel.

General Overview

Caltex Australia continued to achieve record earnings in 2005, with profit after tax (excluding significant items} on
a replacement cost of sales operating profit (RCOP) basis up 18% on 2004. This resuit reflected a strong
operating performance by the company’s refining and marketing business combined with globat market drivers.

Net profit afier tax on a RCOP basis was $414 million for the year ended 31 December 2005, compared with
3350 million for 2004. The RCOP basis excludes the impact of internalional ol price movements and therefore
provides a clearer picture of the company’s underlying business performance.

The continued strong demand for fuels in the Asia Pacific region resuited in higher refiner marging with the Caltex
Refiner Margin' averaging US$8.40 a barre! in 2005 compared with LUS$6.60 a barrel in 2004. The company was
able to capture the benafit of these refiner margins because of improved throughput rates and near-record
preduction at Caltex refineries. Despite the fight regionat supply environment and record imports, Caltex
maintained a secure and reliable supply of fuels o customers.

Caltex’s marketing business made a strong contribution {o earnings with new records in transport fuels sales,
higher margins and volumes across all marketing channels and increased shop sales in its convenience store
network.

On an historical cost profit basis (including inventory gains and excluding significant items), Caltex recorded an
after tax profit of $574 million for the year ended 31 December 2005, compared with $457 million for 2004. This
historical cost profit includes crude oil and petroleum product inventory gains of $180 million {(after tax) compared
with inventory gains of $106 million {after tax) for 2004,

The historical cost and RCOP results exclude a significant after tax one-off gain of $21 million which arose as a
consequence of tax consolidation legislation passed in 2005. The initial legislation passed in 2004 resulied in an
after tax one-off gain of $114 million in 2004.

Strong performance from refining and marketing

Performance improvement projects at the company's refineries at Kurnell in Sydney and Lytton in Brishane
produced significant benefits in 2005 primarily by lifling ufilisation and improving yields. Total production of 11.6
billion litres of petroleum products was the second highest on record {2004: 11.8 billion lifres). Production of high
value transport fuel products {petrol, diese! and jet fuel) was 10.1 billion lires (2004: 10.5 billion litres). This
production was achieved despite an extensive program of planned shutdowns for routine maintenance and
preparation for clean fuels production.

In marketing, Caitex sfrengthened its leadership in transport fuels sales, increasing sales volume by a further 4%
to 13.2 billien lifres in a market that grew just over 1%. Petrol sales volumes were 3% higher supported by the
venture with Woolworths. There are now over 470 jointly branded Caltex Woolworths service stations across
Australia. They account for around 50% of our petrol sales.

L The Caltex Refiner Margin {CRM) represents the difference between the cost of importing a standard Caltex basket of products 1o eastern
Australia and the cost of importing the crude ofl required to make that product basket. The CRM calculation represents: average Singapore
refiner margin + product qualty premium + crude discount/{premium) + product {reight - crude freight - yield loss.
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Diesel sales volumes were 5% higher and jet fuel volumes increased by 6%. New marketing strategies also
produced growth in key markets for lubricants, premium fuels and StarCash cards. The company also made
gains in consumer preference for the Caltex brand during 2005.

Non-fuel income rose 11%, with a 5% growth in store sales consolidating Caltex's position as Australia’s leading
convenience store refailer with almost 30% of market share.

Profits enable capital investment in clean fuels, refinery efficiency projects, storage terminals
and retailing

In 2005, Caltex more than doubled its capifal expenditure to $530 million investing in projects at the refineries and
in other areas including terminal loading, storage facilifies and retailing to meet customer and community
expeciations. This exceeded 2005 RCOP profit and represents 86% of operating cash flow.

The fuels market is changing as increasing global demand cuisirips growth in refining capacity. Australia is now
importing more than 20% of its transport fuels to supply domestic demand. As Australia’s largest refiner and
marketer of transport fuels, Caltex is focused on increasing production of diesel and high octane petrol and
strengthening ifs supply chain to meet the changing needs of its customers.

By the end of 2005, a refining performance improvement program faunched in 2004 had delivered significant
benefits which are reflected in the increased profit. The program involves wide ranging improvement projects
across both refineries that are expected to substantially add to annual profit and Lt fuels production.

The most significant current project, the approximately $500 million Ciean Fuels Project, is reducing air pollution
from vehicle emissions through cleaner pefrol and diesel. Expenditure on the project in 2005 was $302 million,
including substantial additional costs to expedite the project when delays became apparent.

Business climate outlook for oil industry remains strong and will support Caltex strategies
despite 1H2006 impact of Clean Fuels Project delay

Caltex remains confident the increased guantity and quality of production from the Ciean Fuels Project and
refinery improvement projects will create substantial benefifs in the fight supply/demand market environment for
petroleum products expected over the next few years. Growth in demand is not expecied to be offsef by new
refining capacity additions in the region in the near o medium term.

There has been a disappointing start-up delay and significant overrun of our original planned investment in the
Ciean Fuels Project primarily due to fate delivery of materials and equipment and a shortage of skilled labour.
The lessons learned from the review of this project will be applied in our future capital development activities.

Lower refinery production and increased imports of 2006-standard products and exports of non-2006-standard
products due to the Clean Fuels Project delay will negatively affect 1H2008 earnings.

The Australian Government granted Caitex a short-term variation of the fuel standards that have applied since 1
January 2006 to allow the company o ensure cerfainty of supply {0 iis customers while the plant construction and
commissioning is completed. The company has committed every possible effort o minimising the delays. The
benzene reduction plant at the Lytton refinery has been making 2006-standard product since the end of January.
The Kurnell benzene plant is expected fo be on stream in early March as is the Lytton diesel sulfur reduction
plant. The Kurnell diese! plant is expecied to be on stream around mid April. As a resuli of delays beyond those
recognised in the original variation application, Caltex has applied to the Government for an extension of the
current variation to ensure reliability of supply to customers.

The company's performance is benefiting from our focus on the fundamentals, including its safety performance,
which in 2005 was the best on record, and improving the capabilities of employees through fraining programs. in
20086, there will be ongoing benefits from strategies o increase the productivity of the refineries, reinforce the
reliability of our supply chain and achieve sustainable growth in expanding markets.

Dividends declared and paid

The Board declared a final dividend of $84 million or 31 cenis per share, adding 1o the interim dividend of 15
cents per share o give a total dividend of 46 cents per share fully franked {2004 total dividends: 39 cents per
share).
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This is in line with the company’s stated dividend policy of declaring ordinary dividends of 20% to 30% of the
RCGP result {after tax excluding significant items) in 2005 while the company met the high capital commitments
of the Clean Fuels Project.

From 2006, the company intends o increase the dividend pay-out ratio to a range of 40% to 80% of the RCOP
result after tax excluding significant items.

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

Significant Events after Balance Date

No items, fransactions or evenis of a material or unusual nature that, in the opinion of the Board, are likely fo
significantly affect the operations of Caltex, the resuits of those operations or the state of affairs of the group in
subsequent financial years, have arisen in the period from 31 December 2005 o the date of this report.

Likely Developmenis

Business Operations

Caltex will continue to purchase, refine, distribute and market peircleum products and cperate convenience
stores throughout Australia. Caltex’s investment in clean fuels at Kurnell and Lyton will further enable it o
successfully compete in the marketplace.

Rounding of Amounts

Caltex Australia Limited is an entity to which the Australian Securities and Investments Commission {ASIC) Class
Order CG 88/100 applies and, in accordance with the relief afforded by the class order, amounis have been
rounded off to the nearest thousand dollars {unless otherwise stated).

The Directors’ Review is made in accordance with a resolution of the Board of Caltex Australia Limited:

RFE {Dick) Warburton AG DC {Dave) Reeves
Chairman Managing Director and

Chief Executive Officer
Sydney, 24 February 2006
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Directors’ Statement

The Board of Caltex Australia Limited states that, in the opinion of the directors, the 2005 Preliminary Finail

Report:

« complies with Caliex Australia Limited’s disclosure cbligations for the year ended 31 December 2005 under
ASX Listing Rule 4.3A; and

+ has been derived from disciosures to be made in the 2005 Financial Report for the Caltex Australia Group
for the yvear ended 31 December 2005.

The Directors’ Statement is made in accordance with a resclution of the Board of Caliex Australia Limited:

RFE {Dick) Warburton AG DC {Dave) Reeves
Chairman Managing Director and

Chief Executive Officer
Sydney, 24 February 2006

The accompanying financial statements and notes to the financial statements are derived from the 2005
Financial Report. The 2005 Financial Report was audited by an independent auditor, KPMG, who have
issued an unqualified independent audif report.
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Consolidated Income Statement

for the year ended 31 December 2005

Consolidated

Thousands of doliars Note 2005 2004
Gross sales revenue from sale of goods 16,621,451 13,447 872
Repltacement cost of goods sold {excluding

product duties and taxes and inventory gains} {11,266,594) {8,318,484)
Product duties and taxes (4,371,659) (4,242,080}
Inventory gains 228,068 151,758
Cost of goods sold - historical cost {15,410,185) {12,408,806)
Gross profit 1,211,266 1,039,086
Other revenue 3 198,411 177,222
Refining and supply expenses {26,084) (25,675}
Marketing expenses (484,046) {451,219}
Borrowing costs 4 {27,307} {41,995}
Other expenses {88,807) (53,268}
Share of net profit of entities accounted for

using the equity method 4,601 3,302
Profit before income tax expense 788,034 847 433
Income fax expense {(193,081) {76,336}
Net profit 594,953 571,097
Net profit attributable to minority interest {381) {1,061}
Net profit attributable to members of the

parent entity 594,572 570,036
Basic and diluted earnings per share:

Historical cost including significant

items - cents per share (i} 5] 220.2 2111

{i} Replacement cost excluding significant items eamings per share is disclosed in

note 6.

The consolidated income statement is 1o be read in conjunction with the notes

o the financial statements.
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Consolidated Balance Sheet

as at 31 December 2005

Consolidated

Thousands of dollars Note 2005 2004
Current assets

Cash and cash equivalents 28,484 14,186
Receivables 826,075 835,282
Inventories 1,044,805 822,083
Other 25,451 17,765
Total current assets 1,824,815 1,488 326
Non-current assets

Receivables 5,134 5,884
Investments accountaed for using the equity

method 26,016 24,346
Other financial assets 21 16
Intangibles 44,656 21,654
Property, plani and equipment 2,076,279 1,887,507
Other 4,627 8,015
Total non-current assets 2,153,733 1,755 442
Total assets 4,078,548 3,244,768
Current liabilities

Payables 1,230,895 858,932
Inferest bearing labilities 7 68,829 27,781
Current tax liabilities 97,888 116,635
Provisions 80,427 50,735
Total current iabilities 1,478,039 1,052,083
Non-current liabilities

Payables 5,509 3,483
Interest bearing liabilities 7 389,130 433,681
DCeferred tax liabilities 10,042 47,613
Provisions 57,373 62,550
Total non-current liabilities 462 054 547,386
Total liabilities 1,840,083 1,590,449
Net assets 2,138,455 1,645 319
Equity

Issued capital 8 543,415 543,415
Treasury stock {2,664) {2,219}
Reserves 4,205 3,585
Retained eamings 1,583,835 1,000,245
Total parent entity interest 2,128,791 1,635,036
Minority interest 9,664 10,283
Total equity 2,138,455 1,645 319

The consclidated balance sheet is {o be read in conjunction with the notes

to the financial statemernits.

14
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Consolidated Statement of Recognised

Income and Expense
for the year ended 31 December 2005

Consolidated

Thousands of dollars 2005 2004
Net profit 594,953 B71.087

Actuarial gains on defined benefit plans 6,452 11,704

Adjustment on change of accounting policy 566 -

Cash flow hedge fair value gains 18 -

Total recognised income for the year 601,987 BHE2 801

Attributable to:

Equity holders of the parent entity 601,606 B81,740

Minority inferest 381 1.061

Total recognised income for the year 601,987 BHE2 801

Totat equity at the beginning of the year 1,645,319 1,140,255

Total recognised income for the year 601,987 BH2.801

Adjustment on change of accounting policy {100} -

Own shares acquired {2,716) {2,562}
Expense on equily seitled fransactions 2,965 2,543

Dividends to minority inferest {1,000} {2,118}
Dividends fo sharehoiders {108,000} {75,600}
Total equity at the end of the year 2,138,455 1,645,319

The consolidated staternent of recognised income and expense is to be read in conjunction with the notes

to the financial statements.
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Consolidated Cash Flow Statement

for the year ended 31 December 2005

Consolidated

Thousands of dollars 2005 2004
Cash fiows from operating activities

Receipts from customers 18,467,315 14,846 848
Payments to suppliers, employees and governments (17,561,038} {14,186,011)
Cividends and disbursements received 2,931 3,533
Interest received 3,887 2,135
Interest and other borrowing costs paid {42,862) (49,144}
Income taxes paid {252,484} {160,851)
Net operating cash inflows 617,749 456 510
Cash fiows from investing activities

Purchases of controlled entities, net of cash acquired 115 {2,225}
DCeferred payment for purchase of controlled entities (333) {3,879
Payment for investment “ {5,607}
Purchases of property, plant and equipment {457,362} {190,006)
Major cyclical maintenance (41,947) (24,841
Purchase of intangibles {7,088) {6,554
Proceeds from sale of properly, plant and equipment 15,441 28,297
Loans repaid from associaled entities 2,250 2,500
Net investing cash outflows {488,894) {203,305}
Cash fiows from financing activities

Proceeds from borrowings 5,954 386 5,850,879
Repayments of borrowings {5,958,385) {5,847,879)
Repayment of finance lease principal {1,368) {807}
Dividends paid to minority interest $1,200) {1,820}
Cividends paid {108,000) (75,600}
Net financing cash outfiows {114,567) {275,327}
Net increase/{decrease) in cash heid 14,288 (22,122}
Cash at the beginning of the vear 14,186 36,318
Cash at the end of the year 28,484 14,196

The consolidated cash flow statement is to be read in conjunction with the notes

to the financial statemernits.
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Notes to the Financial Statements

for the year ended 31 December 2005

1. Significant accounting policies

Caltex Australia Limited {Company) is a company
domiciled in Australia. The financial statements for
the year ended 31 December 2005 comprise the
Company and its controlied entities (fogether
referred to as the Group) and the Group’s interest
in associates and jointly controlled entities. The
financial statements were authorised for issue by
the directors on 24 February 2008.

Caltex Australia Limited is a company limited by
shares incorporafed in Australia whose shares are
publicly traded on the Australian Stock Exchange.

(a} Statement of compliance

International Financial Reporiing Standards {IFRS}
form the basis of Australian Accounting Standards
adopted by the Ausiralian Accounting Standards
Board (AASB), being Australian Equivalenis to
IFRS (A-IFRS).

This is the Group’s first consolidated financial
report prepared in accordance with A-IFRS. The
rules for first time adoption of A-IFRS are sef out in
AASE 1 First-time Adoption of Australian
Equivalents to Infernational Financial Reporting
Standards. In general, @ company is required to
determine its A-IFRS accounting policies and apply
these retrospeciively to determine its opening
balance sheet under A-IFRS. The standard allows
a number of exceptions o this general principle to
assist companies as they fransition to reporting
under A-IFRS,

Comparatives for the year ended 31 December
2804 have been restated accordingly.
Reconciliations of A-IFRS equity and profit for the
years ended 31 Becember 2004 to the balances
reported in the 31 December 2004 financial reports
are detailed in note 2.

(b) Basis of preparation

The financial report has been prepared as a
general purpose financial report and complies with
the requirements of the Corporations Act 2001, and
Australian Accounting Standards adopied by the
AASE.

The financial report is prepared on the historical
cost hasis except that the following assets and
liabilities are stated at their fair value: derivative
financial instruments and financial instrumentis held
for trading.

The Group is of a kind referred to in ASIC Class
Order 98/100 dated 10 July 1988 and in
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accordance with that Class Order, amounts in the
financial report and Directors’ Report have been
rounded o the nearest thousand dollars, unless
otherwise stated.

The preparation of a financial report in conformity
with Australian Accounting Standards requires
management to make judgements, estimates and
assumptions that affect the application of policies
and reported amounts of assets and labilities,
income and expenses. The estimates and
associated assumptions are based on historical
experience and various other factors that are
believed to be reasonable under the circumstances,
the results of which form the basis of making the
judgements about carrying values of assets and
kabilities that are not readily apparent from other
sources. Actual results may differ from these
estimates. These accounting policies have been
consistently applied by each entity in the Group.

The estimates and underlying assumptions are
reviewed ¢n an ongoing basis. Revisions to
accounting estimates are recognised in the period
in which the estimate is revised and fuiure periods if
the revision affects both current and future periods.

Judgements made by management in the
application of Ausiralian Accounting Standards that
have significant effect on the financial report and
estimates with a significant risk of material
adjustment in the next year are discussed in

note 1{d}.

This financial report has been prepared on the
basis of A-IFRS on issue that are effective or
available for early adoption at the Group's first A-
IFRS annual reporting date, being 31 December
2005,

The entity has elected o early adopt the following
revised accounting standards:

s AASB 119 Employee Benefits {Dec 2004);

* AASB 2004-3 Amendments to Australian
Accounting Standards amending AASB 1 First-
Hme Adoption of Austrafian Equivalents fo
infernational Financial Reporiing Standards {Jul
2004), AASB 101 Presentation of Financial
Statements and AASB 124 Relafed Party
Disclosures;

o AASB 2005-1 Amendments to Australian
Accounting Standard amending AASB 1398
Financial Instruments: Recognifion and
Measurement;

o AASB 2005-3 Amendments to Australian
Accounting Standards amending AASE 119
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Empioyee Benefits {Dec 2004);

AASB 2005-4 Amendments fo Australian
Accounting Standards amending AASB 138
Financial Instruments. Recognition and
Measurement, AASB 132 Financial
instruments: Disclostire and Presenfation and
AASB 1 First-time Adoption of Australian
Equivalents fo International Financial Reporting
Standards;

AASB 2005-5 Amendments fo Ausiralian
Accounting Standards amending AASE 1 First-
time Adopfion of Australian Equivalents to
international Financial Reporting Standards and
AASB 138 Financial Instruments. Recognition
and Measurement,

AASB 2005-6 Amendments to Australian
Accounting Standards amending AASE 3
Business Combinations;

AASB 2005-8 Amendments fo Australian
Accounting Standards amending AASE 1 First-
time Adopfion of Australian Equivalents to
international Financial Reporting Standards;
AASB 2005-8 Amendments fo Australian
Accounting Standards amending AASB 4
insurance Coniracts, AASB 1023 General
insurance Coniracts, AASB 132 Financial
instruments: Disclosure and Presentation and
AASB 138 Financial Instruments. Recognition
and Measurement; and

AASB 2005-11 Amendments fo Australian
Accounting Standards amending AASE 101
Presentalion of Financial Stafements, AASB
112 Income Taxes, AASB 132 Financial
instruments: Disclosure and Presentation,
AASB 138 Financial Instruments. Recognition
and Measurement and AASEB 141 Agriculture.

The AASB has released the following:

AASB 7 Financial instruments: Disclosures;
and

AASB 2005-10 Amendments fo Australian
Accounting Standards amending AASB 132
Financial Instruments: Disclosure and
Prasentafion, AASB 101 Presentation of
Financial Statements, AASB 114 Segment
Reporting, AASB 117 Leases, AASB 133
Eamings per Share, AASE 138 Financial
Instruments: Recognition and Measuremeni,
AASB 1 First-time Adoption of Australian
Equivalents to International Financial Reporting
Standards, AASE 4 Insurance Contracts, AASB
1023 General Insurance Conlracts, and AASB
1038 Life Insurance Confracts.

These statements will be effective for the Group as
of 1 January 2007. The Group is currently in the
process of assessing the impact of the adoption of
these standards.
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The accounting policies set out below have been
applied consistently to all periods presented in the
financial report and in preparing an opening A-IFRS
balanice sheet at 1 January 2004 for the purposes
of the transition to A-iFRS. However, AASB 132
Financial Instrumenis: Disclosure and Preseniation
and AASR 139 Financial Instruments: Recognition
and Measurement have been applied from 1
January 2005, as the entity has elected not o
restate comparative information for these
standards, as is permitied by AASB 1 First-fime
Adoption of Australian Equivalents fo International
Financiaf Reporting Standards {see note 2{iv}).

Where relevant, the accounting policies applied to
the period have been disclosed if they differ from
the current pericd policy. The accounting policies
have been applied consistently throughout the
Group for the purpose of this report.

{c) Basis of consoilidation

Subsidiaries

Subsidiaries are those entities controlled by the
Company. Control exists when the company has
the power, directly or indirectly, to govern the
financial and operafing policies of an entity scas to
obtain benefits from its activities. In assessing
control, potential voting rights that are presenily
exercisable or convertible are taken into account.
The financial statements of subsidiaries of the
Company are included in the consolidated financial
statements from the date that control commences
until the date that controf ceases.

Investments in subsidiaries are carmried at the cost
of acguisition in the Company’s financial
statements.

Associates

Associates are those entities over which the Group
has significant influence, but not control, over the
financial and operaling policies. The consolidated
financial statements include the Groun's share of
the total recognised gains and losses of associates
on an equity accounied basis, from the date that
significant influence commences until the date that
significant influence ceases. When the Group's
share of losses exceeds the carrying amount of the
associate, the carrying amount is reduced to nil and
recognition of future losses is discontinued except
to the extent that the Group has incurred legal or
constructive obligations or made paymenis on
behalf of the associate.

Joint ventures

Joint veniures are those entities or operations over
whose activities the Group has joint conirol,
established by contractual agreement.
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Jointly controlled entities

In the consolidated financial statements,
investments in jointly conirolied entities, including
partnerships, are accounied for using equity
accounting principles. Investments in jointly
controlled entities are carried at the lower of the
equity accounted amount and recoverable amount.

The Group’s share of the jointly controlled entity’s
net profit or [oss is recognised in the consolidated
income statement from the date joint control
commenced until the date joint control ceases.
Other movements in reserves are recognised
directly in the consolidated reserves.

Jointly controlled operations and assets

The interest of the Group in unincarporated joint
ventures and jointly controlied assets are brought to
account by recognising in its financial statements
the assets it controls and the liabilities that it incurs,
and the expenses it incurs and its share of income
that it earns from the sale of goods or services by
the joint venture.,

Transactions eliminated on consolidation

Intra-group balances and fransactions, and any
unrealised gains and losses arising from intra-
group transactions, are eliminated in preparing the
consolidated financial statements. Unrealised gains
arising from transactions with associates and jointly
controiled entities are eliminated 1o the extent of the
Group’s interest in the entity. Unrealised losses
arising from fransactions with associates are
eliminated in the same way as unrealised gains, but
only to the extent that there is no evidence of
impairment.

(d} Accounting estimates and judgements

Management discussed with the Audit Committee
the development, selection and disclosure of the
Group’s critical accounting policies and estimates
and the application of these policies and estimates.

Key sources of estimation uncertainty
Note 1({p) contains information about the
assumptions and their risk factors relating to
impairment.

In note {1}, explanation is given of the foreign
exchange exposure of the Group and risks in
relation to foreign exchange movements.

Note 1{v} contains information about the principal
actuarial assumptions used in determining pension
obligations for the Group’s defined benefit plan.

Note 1{y} provides key sources of eslimation,

uncertainty and assumptions used in regard o
estimation of provisions.

1%

{e) Revenue

Saies revenue

Sales revenue comprises revenue earmed (net of
rebates, discounis and allowances) from the
provision of products o entities outside the Group.
Gross sales revenue excludes amounis collected
on behalf of third parties such as goods and
services tax. Sales revenue is recognised when the
significant risks and rewards of ownership have
been transferred to the customer, or when the
services have been completely provided.

Exchanges of goods or services of the same nature
and value are not recognised as revenues
regardless of whether the transaction involves cash
consideration.

Other revenue

Dividend revenue is recognised at the date the right
to receive payment is established. Interest revenue
is recognised on a time proportionate basis taking
into account the effective vield on the financial
asset.

Rental income from leased sites is recognised in
the income statement on a straighi-line basis over
the term of the lease. Franchise fees income is
recognised in accordance with the substance of the
agreement. Royalties are recognised as they
accrue in accordance with the substance of the
agreement.

Profit/loss on disposal of property assets

The revenue and profit on disposal of property

assets is brought to account at the date a contract

of sale is settled, as:

» the costs incurred or to be incurred in respect
of the sale can be measured reliably; and

» the significant risks and rewards of ownership
of the property have been transferred fo the
buyer.

Losses on disposal of property assets are
recognised immediately upon exchange of
confracts.

{f) Cost of goods scld measured on a
replacement cost basis

Cost of goods sold measured on a replacement
cost basis excludes the effect of inventory gains
and iosses. Inveniory gains or losses arise due to
movements in the landed price of crude oil, and
represent the difference beiween the actual historic
cost of sales and the current replacement value of
that inventory.

The net inventory gain or loss is adjusted to reflect
the impact of revenue lags.
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(g} Product duties and taxes

Product duties and faxes are included in cost of
goods sold.

Product duties and faxes include fuel excise, which
is a cents per litre impost on products used as

fueis, and the product stewardship levy, which is a
cents per litre impost on all lubricant products sold.

(h) Goods and services tax

Revenues, expenses and assets are recognised
net of the amount of goods and services tax {GST),
excepi where the amount of GST incurred s not
recoverable from the Australian Taxation Office
{ATO). In these circumstances, the GST is
recognised as part of the cost of acquisition of the
asset or as part of the item of expense.

Receivables and payables are stated with the
amount of GST included. The net amount of GST
recoverable from, or payable to, the ATO is
included as a current asset or liability in the balance
sheet. Cash fiows are included in the cash flow
statement on a gross basis. The GST components
of cash flows arising from investing activities which
are recoverable from, or payable to, the ATO are
classified as operating cash fiows.

(i) Borrowing costs

Borrowing costs inciude interest payable on
borrowings calculated using the effective interest
rate method, finance charges in respect of finance
leases, exchange differences arising from foreign
currency borrowing to the extent that they are
regarded as an adjustment to interest costs and
differences relating to the unwinding of the discount
of assets and liabilities measured at amortised cost.

Borrowing costs are recognised as incurrad unless
they relate to gualifying assets. Qualifying assels
are assets which take more than 12 months to get
ready for their intended use or sale. In these
circumstances, borrowing costs are capitalised o
the cost of the assets. Where funds are borrowed
specifically for the acquisiion, construction or
preduction of a qualifying asset, the amounis of
borrowing costs capitalised are those incurred in
relation to that borrowing, net of any interest earned
on those borrowings. Where funds are borrowed
generally, borrowing costs are capifalised using a
weighied average capitalisation rate.

{(j} Functional currency and currency of
presentation

For all endities in the Group the functional currency
and presentation currency is Australian dollars as
this is the principal currency in which the Caltex
Australia Group operates.
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{k) Foreign currencies

Foreign currency fransactions are recorded, on
initial recognition, in Australian dollars by applying
the exchange rate af the date of the transaction.
Amounts receivable and payable in foreign
currencies at reporting date are translated {o
Australian dollars at the rates of exchange ruling on
that date.

Monetary assets and liabilities denominated in
foreign currencies at the balance shest date are
translated to Ausiralian dollars at the foreign
exchange rate ruling at that date. Foreign exchange
differences arising on franslation are recognised in
the income statement. Non-monetary assets and
kabilties that are measured in terms of hisiorical
cost in a foreign currency are translated using the
exchange rate at the date of the transaction. Non-
monetary assets and liabiities denominated in
foreign currencies that are stated at fair value are
translated to Australian dollars at foreign exchange
rates ruling at the dates the fair value was
determined.

{1) Derivative financial instruments

Current peried policy

The Caltex Australia Group is exposed o changes
in inferest rates, foreign exchange rates and
commodity prices from its activities. The Group may
use interest rate instruments, forward foreign
exchange contracts, cross currency swaps, crude
swap contracts and refiner margin swap coniracts
to hedge these risks.

The Group does not enter into derivative financial
instrument {ransactions for trading purposes.
However, financiat instruments entered into to
hedge an underlying exposture which does not
quaiify for hedge accounting are accounted for as
trading instruments.

Derivative financial instruments are recognised
initially at cost. Subsequent to initial recognition,
derivative financial instruments are stated at fair
value. The gain or loss on remeasurement {c fair
value is recognised immediately in the income
statement. However, where derivatives qualify for
hedge accounting, recognition of any resultant gain
or loss depends on the nature of the item being
hedged {see below}.

Interest rate instruments

The fair value of interest rate swap contracts is the
estimated amount that the Group would receive or
pay fo terminate the swap at balance date taking
into account current interest rates.

Foreign exchange contracts

The fair value of forward exchange contracts is
calcutated by reference fo current forward
exchange rates for contracts with similar maturity
profiles as at reporting date.
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Spot foreign exchange contracts are recorded at
fair value, being the quoted market price af balance
date.

Crude and refiner margin swap contracis

Tapis crude and product swap contracts are used
to reduce exposure to falls in refiner margins and
their fair values are calculated by reference fo
market prices. There are no exchanges of principal
amounts involved in these contracts.

The carnrying amounti of all derivatives, other than
those meeting the normal purchases and sales
exception, are measurad using market prices.
Those derivatives qualifying and designated as
hedges are either fair value or cash flow hedges.

Hedging

Cash flow hedges

Interest rate instruments, forward exchange
contracis and crude and refiner margin swap
contracts are cash flow hedges.

Where a derivative financial instrument is
designated as a hedge of the variability in cash
flows of a recognised asset or liabiity, or a highly
nrobabie forecast transaction, the effective part of
any gain or loss on the derivative financial
instrument is recognised directly in equity. VWhen
the anticipated fransaction resulis in the recagnition
of a non-financial asset or non-financial liabiity, the
cumuiative gain or loss is removed from equity and
included in the initial measurement of the non-
financial asset or non-financial liabiliy. If a hedge of
a forecast transaction subsequently results in the
recognition of a financial asset or a financial liability,
the associated gains and losses that were
recognised directly in equity are reclassified into
orofit or loss in the same period or periods during
which the asset acquired or liability assumed
affects profit or loss {ie when interest income ¢r
expense is recognised). For cash flow hedges,
other than those covered by the preceding two
policy statements, the associated cumulative gain
or loss is removed from equity and recognised in
the income statement in the same period or periods
during which the hedged forecast transaction
affects profit or loss. The ineffective part of any gain
or loss in the carrying amount of a cash flow hedge
is recognised in the income statement immediately.
When a hedging instrument or hedge relationship is
terminafed, but the hedged transaction is still
expected to cccur, the cumulative gain or loss at
that point remains in equity and is recognised in
accordance with the above policy when the
transaction occurs. If the hedged fransaction is no
longer expected to take place, the cumulative
unrealised gain or loss recognised in egquity is
recognised in the income statement immediately.

Fair value hedges
Cross currency swaps are fair value hedges.
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A change in the carrying amount of a fair value
hedge is recognised in the income statement,
together with the consequential adjustment o the
carrying amount of the hedged item.

The Group formally documents all relationships
between hedging insfruments and hedged items, as
well as risk management obiectives and strategies
for undertaking various hedge transactions. When
effectiveness ceases, hedge accounting is
discontinued.

Comparative period policy

Derivative financial instrumenis designated as
hedges are accounted for on the same basis as the
underlying exposure.

interest rate instruments

Interest payments and receipts under inferest rate
instrument contracts are recognised on an accrual
basis as an adjustment to borrowing expenses
during the period.

Hedging

Where hedge transactions are designed to hedge
the purchase or sale of goods or services,
exchange differences arising up {o the date of
purchase or sale, together with any costs or gains
arising at the time of entering into the hedge, are
deferred and included in the measurement of the
purchase or sale. Except as outlined above, any
exchange differences on the hedge transaction
after that date are included in the income
statement.

Where a hedge fransaction is terminated early and
the anticipated fransaction is still expected {0 occur,
the deferred gains and losses that arose on the
foreign currency hedge prior to its fermination
continue to be deferred and are included in the
measurement of the purchase or sale value when i
oceurs. Where a hedge fransaction is terminated
early because the anticipated transaction is no
fonger expected {o occur, deferred gains and
losses that arose on the foreign currency hedge
prior to its termination are included in the income
statement for the period.

Non-specific hedge fransactions are initially
recorded at the spot rate at the date of the
transaction. Hedges cutstanding at balance date
are translated at the rates of exchange ruling on
that date and any exchange differences are brought
to account in the income statement. Costs or gains
at the time of entering into the hedge are deferred
and amortised over the life of the hedge.

{m} Income tax

Income tax on the profit or loss for the year
comprises current and deferred tax. Income tax is
recognised in the income statement except {o the
extent that it relates {o items recognised direcily in
equity, in which case it is recognised in equity.
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Current tax is the expected tax payable on the
taxable income for the year, using fax rates enacted
or substantially enacted at the halance sheet date,
and any adjustments to tax payable in respect of
previous years.

Deferred tax is provided using the balance sheet
liability methed, providing for temporary differences
between the carrying amounts of asseis and
liabilities for financial reporting purposes and the
amounis used for taxation purposes. The following
temporary differences are not provided for:
goodwill, the initial recognition of assets or liabilities
that affect neither accounting nor taxable profit, and
differences relating to investments in subsidiaries o
the extent that they will probably not reverse in the
foreseeable future. The amount of deferred tax
provided is based on the expected manner of
realisation or settlement of the carrying amount of
assets and liabilities, using tax rates enacted or
substantively enacted at the balance sheef date.

A deferred tax asset is recognised only to the
extent that i is probable that future taxable profits
will be available against which the asset ¢can be
utilised. Deferred {ax assets are reduced to the
extent that # is no longer probable that the related
tax benefit will be realised.

Tax consolidation

The Company and its wholly-owned Australian
resident entities formed a tax-consolidated group
with effect from 1 Jduly 2003 and are therefore taxed
as a single eniity from that date. The head entity
within the tax-consolidated group is Calfex Australia
Limited.

Current tax expensefincome, deferred fax liabilities
and deferred tax assets arising from temporary
differences of the members of the tax-consolidated
group are recognised in the separate financial
statements of the members of the tax-consolidated
group using the ‘group allocation’ approach.

Current tax expensef/income is aliccated based on
the net profitioss before tax of each separate
member of the tax-consolidated group adjusted for
permanent differences and intra-group dividends,
tax-effected using tax rates enacted or substantially
enacted at the balance sheet date.

Any current tax liabilities and deferred tax assets
arising from unused tax losses of the subsidiaries is
assumed by the head entity in the tax-consclidated
group and are recognised as amounis payable
tofreceivable from other entities in the tax-
consolidated group in conjunction with any fax
funding arrangement amounts.

The Company recognises deferred tax assels
arising from unused tax losses of the tax-
consolidated group to the exdent that # is probable
that future faxable profits of the tax-consolidated
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group will be available against which the asset can
be ulilised.

Nature of tax funding arrangements and tax
sharing arrangements

The head entily, in conjunction with the other
members of the tax-consolidated group, has
entered into a fax funding arrangement which sets
out the funding obligations of members of the tax-
consolidated group in respect of tax amounts. The
tax funding arrangements require payments toffrom
the head entity equal to the current tax liability
(@sset) assumed by the head entity and any tax
loss deferred tax asset assumed by the head entity,
resuiting in the head entity recognising an inter-
entity payable {receivable} equal in amount {o the
tax liability {asset) assumed. The inter-entily
payables (receivables) is at call.

Contributions to fund the curreni tax liabilities are
payable as per the tax funding arrangement and
reflect the timing of the head entity’s obligation o
make payments for tax liabilities to the relevant tax
authorities.

The head entity, in confunciion with the other
members of the tax-consolidated group, has also
entered into a tax sharing agreement. The tax
sharing agreement provides for the determination of
the allocation of income tax liabilities between the
entities should the head entity defauli on its fax
payment obligafions. No amounts have been
recognised in the financial statements in respect of
this agreement as payment of any amounts under
the tax sharing agreement is considered remote.

{n} Receivabies

Receivables are measured at amoriised cost less
impairment losses.

Impairment testing is performed at reporting date. A
provision for doubtful debis is raised if there is a
specific indicator that an impairment loss on
receivables has been incurred.

An impairment loss is reversed if the subsequent
increase in recoverable amount can be related
objectively to an event occurring after the
impairment loss was recognised.

{0} Inventories

Inventories are carried at the lower of cost and net
realisable value. Costis based on the weighted
average cost principle and includes direct
materials, direct labour and an appropriate
proportion of variable and fixed overhead
expenditure incurred in acguiring the inventories
and bringing them into the existing location and
condition.
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The amount of any write-down or loss of inventory
is recognised as an expense in the period itis
incurred.

Inventory write-downs may be reversed when net
realisable value increases subsequent o initial
write-down. The reversal is limited to the original
write-down amount.

{p) impairment

The carrying amounts of the Group’s assets, other
than inventories and deferred tax assets, are
reviewed at each balance sheet date {0 determine
whether there is an indication of impairment. If any
such indication exists, the asset's recoverable
amouni is estimated.

An impairment loss is recognised whenever the
carrying amount of an asset or its cash-generating
unit exceeds ifs recoverable amount. Impairment
iosses are recognised in the income statement,
unless an asset has previously been revalued, in
which case the impairment loss is recognised as a
reversal to the extent of that previous revalyation
with any excess recognised through the income
stalement. Impairment losses recognised in respect
of cash-generating units are allocated first to
reduce the carrying amount of any goodwill
allocated to cash-generating units {group of units)
and then, o reduce the carrying amount of the
other assets in the unit {group of units) on a pro
rata basis.

Calcuiation of recoverable amount

The recoverable amount of the Group’s
investments in held to maturity securities and
receivables carried at amortised cost is calculated
as the present value of estimated future cash flows,
discounied at the original effective interest rate {i.e.
the effective interest rale computed at initial
recognition of these financial assets).

The recoverable amount of other assets is the
greater of their fair value less costs to sell and
value in use. In assessing value in use, the
estimated future cash flows are discounted to their
present value using a pre-tax discount rate that
reflects current market assessments of the time
value of money and the risks specific fo the asset.
For an asset that does not generate largely
independent cash inflows, the recoverable amount
is determined for the cash-generating unit o which
the asset belongs.

Reversals of impairment

An impairment loss in respect of a held o maturity
security or receivable carried at amortised cost is
reversed if the subsequent increase in recoverable
amount can be related objectively to an event
occurring after the impairment loss was recognised.
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An impairment loss in respect of goodwill is not
reversed. In respect of other assets, an impairment
loss is reversed if there has been a change in the
estimates used to determine the recoverable
amount.

An impairment loss is reversed only 1o the extent
that the assef's carrying amount does not excead
the carrying amounti that would have been
determined, net of depreciation or amortisation, ¥
no impairment loss had been recognised.

{g) Property, plant and equipment
Owned assets

ltems of property, plant and eguipment are stated at
cost or deemed cost less accumuiated depreciation
and impairment losses. The cost of self-constructed
assets includes the cost of materials, direct labour
and an appropriate proportion of production
overheads.

Assessment of impairment is made in accordance
with the impairment policy in note 1{p).

The cost of property, plant and equipment includes
the cost of decommissioning and restoraticn costs
at the end of their economic lives if a present legal
or consiructive obligation exists. More details of
how this cost is estimated and recognised is
contained in note 1{y).

Where an item of property, plant and equipment
comprises major components having different
useful lives, they are accounted for as separate
ftems of property, plani and equipment.

Leased assets

Leases of property, ptant and equipment under
which the Group assumes substantially all the risks
and rewards of ownership are classified as finance
leases. Other leases are classified as operating
leases.

Finance lease payments

Assets of the Caltex Australia Group acquired
under finance leases are capitalised and included

in properly, plant and eguipment at the lesser of fair
value or present value of the minimum lease
payments. Contingent rentals are written off as an
expense of the period in which they are incurred.
Capitalised lease assets are depreciated over the
shorier of the lease term and its useful life.

Minimum lease payments are apportioned between
the finance charge and the reduction of the
outstanding liability. The interest components of
lease payments are charged to the income
statement to reflect a constant rate of interest on
the remaining balance of the liability for each
accounting period.
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Operating lease payments

Paymenis made under operating leases are
charged against net profit or loss in equal
instalments over the accounting period covered by
the lease term, except where an alfernafive basis is
more representative of the benefits to be derived
from the leased property. Contingent rentals are
recognised as an expense in the period in which
they are incurred. Lease incentives received are
recognised in the income statement as an integral
part of the total lease expense on a straight-line
basis over the lease term.

Subsequent expenditure

Expenditure incurred to replace a component of an
item of property, plant and eguipment that is
accounted for separately, including major
inspection and overhaul expenditure, is capitalised.
Other subsequent expenditure is capialised only
when it is probable that the future economic
benefits embodied within the #em will fiow to the
Group and the cost of the item can be reliably
measured. All other expenditure is recognised in
the income statement as an expense as incurred.

Major cyclical maintenance

Major cyclical maintenance expenditure is
separately capitalised as an asset component to
the extent that it is probable that fulure economic
benefits, in excess of the originally assessed
standard of performance, will eventuate. All other
such costs are expensed as incurred. Capifalised
cyclical maintenance expenditure is depreciated
over the lesser of the additional useful life of the
asset or the periad uniil the next major cyclical
maintenance is scheduled to occur.

Depreciation

ltems of property, plant and equipment, including
buiidings and leasehold property but excluding
freehold land, are depreciated using the straight-
line method over their expected useful fives.
Leasehold improvements are amortised over the
shorter of the lease term or useful life.

The depreciation rates used, in the current and
prior year, for each class of asset are as follows:

Freehold buildings 2%

Leasehold property 2% or the lease period
Plant and equipment 3 -20%

Leased plant and

equipment 3-20% orthe lease period.

Assets are depreciated from the date of acquisition
or, in respect of internally constructed assets, from
the time an asset is completed and held ready for
use.
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{r} intangible asseis

Goodwill

Business combinations prior to 1 January 2004
Goodwill is included on the basis of its deemed
cost, which represents the amount recorded under
previous AGAAP. The classification and accounting
treatment of business combinations that occurred
prior o 1 January 2004 has not been reconsiderad
in preparing the Group’s opening A-IFRS balance
sheet at 1 January 2004.

Business combinations since 1 January 2004
Al business combinations are accounted for by
applying the purchase method. Goodwill represents
the difference between the cost of the acquisition
and the fair value of the net identifiable assets
acquired.

Goodwill is stated at cost less any accumulated
impairment losses. Goodwill is allccated to cash-
generating units and is no longer amortised but is
tested annually for impairment {(see note 1{p}). In
respect of associates, the carrying amount of
goodwill is included in the carrying amount of the
invesiment in the associate.

Negative gocdwill arising on an acquisition is
recognised directly in the income statement.

Research and development

Expendiure on research activities, undertaken with
the prospect of gaining new scientific or technical
knowiedge and understanding, is recognised in the
income statement as an expense as ihcurred.

Expenditure on development aclivities, whereby
research findings are applied to a plan or design for
the production of new or substandially improved
products and processes, is cap#alised if the
product or process is technically and commercially
feasible and the Group has sufficient resources to
complete development. The expenditure capitalised
includes the cost of matedals, direct labour and an
appropriate proportion of pverheads. Other
development expendiiure is recognised in the
income statement as an expense as incurred.
Capitalised development expenditure is stated at
cost less accumulated amortisation {see below)
and impairment losses {see noie 1(p}).

Other intangibie assets

Other intangible assets that are acquired by the
Group are stated at cost less accumudated
amortisation {see below) and impairment losses
{see note 1(ph.

Subsequent expenditure

Subsequent expenditure on capitalised infangible
assets is capitalised only when it increases the
future economic benefits embodied in the specific
asset {o which # related. All other expenditure is
expensed as incurred.
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Amortisation

Amortisation is charged {o the income statement on
a straight-line basis over the estimated useful lives
of intangible assets uniess such lives are indefinite.
Goodwill and intangible assets with an indefinite
useful life are systematically {ested for impairment
at each balance sheet date. Other intangible assets
are amortised from the date they are available for
use. The estimated useful lives in the current and
comparative periods are reflected by the following
amoriisation percentages:

Software development 5 - 20%
Software not integrated
with hardware
Licences

5-20%
5 - 10%.

(s} Cash and cash equivalents

Cash and cash equivalents comprise cash
balances and call deposits. Bank overdrafts that
are repayable on demand and form an integral part
of the Group’s cash management are included as a
componeni of cash and cash equivalents for the
purpose of the cash flow statements.

(t) Payables

Payables are recognised for amounts {o be paid in
the future for goods and services received, whether
or not billed o the Caltex Australia Group. Trade
accounts payabile are normally setiled within 30
days.

Payables are measured at amortised cost.

Pavabies refated to statutory obligations are
measured at cost.

(u} Interest bearing liabilities

Current pericd policy

Interest bearing bank icans

Interest bearing bank loans are recognised when
issued at fair value, less transaction cosis, using
the amortised cost method. Any difference between
the amortised cost and the principal value is
recognised in the income statement over the period
of the interest bearing liability on an effective
interest basis.

Short-term notes

Short-term notes are recognised when issued at
fair value, less transaction costs, using the
amoriised cost method. Any difference between the
amoriised cost and the principal value is
recognised in the income statement over the period
of the interest bearing liability on an effective
interest basis.

Medium-term notes

Medium-term notes are recognised when issued at
fair value, less transaction costs, using the
amortised cost method. Any difference between the
amoriised cost and the principal value is
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recognised in the income statement over the period
of the interest bearing liability on an effective
interest basis.

US notes

LS notes hedged by cross currency swaps are
initially recognised at fair value less aftributable
transaction costs. Subsequent to intial recognition,
these US notes are accounted for using fair value
hedge accounting fo the extent that an effective
hedge exists {(see note 1(I}).

US notes issued in Australian dollars are
recognised when issued at fair value, less
transaction costs, using the amortised cost method.
Any difference between the amortised cost and the
principal value is recognised in the income
statement gver the period of the inferest bearing
Hability on an effective interest basis.

Comparative pericd policy
Interest bearing bank ioans

Bank loans are carried on the balance sheet at their
principal amount. Interest expense is accrued at the
contracted rate and included in other creditors and
accrued expenses. Prepaid interest is included in
prepaid and deferred expenditure.

Short-term notes

Short-term notes are recognised when issued at
face value, with the discount on issuance amortised
over the period to maturity.

US notes

LS notes are recognised when issued at principal
value. interest expense is accrued at the contracted
rate and included in other creditors and accrued
EXpeEnses.

{v} Employee benefits

Wages and salaries

The provision for employee benefits to wages and
salaries represents the amount which the Caltex
Australia Group has a present obligation to pay
resuiting from employees' services provided up to
the balance date.

Annual leave, long service leave and retirement
benefits

The provisions for employee benefils to annual
leave, long service leave and retirement benefits
which are expected {0 be setiled within 12 months
represent the undiscounted amount of the
estimated future cash cutflows {o be made by the
empioyer resulting from employees’ services
provided up to the balance date.

Provisions for empioyee benefits which are not
expected to be seitled within 12 months are
calculated using expected fulure increases in wage
and salary rates, including related oncosts, and
expected setilement dates based on turnover
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history and are discounted using the rates attaching
to national government securifies at balance date,
which mosi closely maich the terms of maturity of
the related liabilities.

Superannuation

The Caltex Australia Group contribuies to several
defined benefit and defined contribution
superannuation plans.

Defined contribution plans

Obligations for contributions to defined contribution
plans are recognised as an expense in the income
statement as incurred.

Defined benefit plans

The Group’s net obligation in respect of defined
benefit plans is calculated separately for each plan
by estimating the amount of future benefit that
employees have eamned in return for their service in
the current and prior periods; that benefitis
discounted fo determine the present value, and the
fair value of any plan assets is deducted. The
discount rate is the yield at balance date on
government bonds that have maturity dates
approximating the terms of the Group’s obligations.
The calculation is performed by a qualified actuary
using the projected unit credit method.

All actuarial gains and losses as at 1 January 2004,
the date of transition {o A-IFRS, were recognised.
All actuarial gains and losses that arise subseguent
to 1 January 2004 in calculating the Group’s
obligation in respect of the plan are recognised
directly in retained eamings.

When the calculation resulis in plan assets
exceeding liabilities to the Group, the recognised
asset is limited to the present value of any future
refunds from the plan or reductions in future
contributions to the plan.

(w) Share based paymenis

The Group provides benefits to senior execuiives in
the form of share based payment fransactions,
whereby senior executives render services in
exchange for shares or rights over shares {equity-
settled transactions).

The cost of the equity-settied fransactions with
employees is measured by reference io the fair
value at the date at which they are granted.

The cost of equity-settled transactions is
recognised, fogether with a corresponding increase
in equity, over the specified service period and
ending on the date on which the relevant
employees become fully entitled {o the award
{vesting date).

The cumulative expense recognised for equity-
setiled transactions at each reporting date until
vesting date reflects the extent to which the vesting
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period has expired. No expense is recognised for
awards that do not ulfimately vest.

Shares in the Company heid by the executive share
plan are classified and disclosed as treasury stock
and deducted from equity.

The Group has applied the regquirements of AASE 1
First-time Adoption of Australian Equivalents io
international Financial Reporting Standards in
respect of equity-settied fransactions and has
applied AASB 2 Share Based Payments only to
equity instruments granted after 7 November 2002
that had not vested on or before 1 January 2004,

{x) Environmental costs

Environmental costs related to known
environmental obligations under existing law are
accrued when they can be reasonably estimated.
Accruals are based on best available information
and are adjusted as further information develops or
circumstances change. Environmental provisions
are accounted for in accordance with the provisons
accounting policy.

Costs incurred to prevent future contamination or
costs that are otherwise of a capital nature are
capitalised to the extent there is a future economic
benefit. All other costs, including costs of
compliance with environmenial regulations and
ongoing mainienance and monitoring, are
expensed as incurred. Recoveries from third parties
are recorded as assets when their realisation is
virtually cerfain.

{y} Provisions

A provision is recognised when there is a present
legal or consiructive obligation as a result of a past
event and it is probable that a future sacrifice of
economic benefits will be required to seitie the
obligation, the fiming or amount of which is
uncertain.

If the effect is material, a provision is determined by
discounting the expected future cash flows
{adjusted for expected future risks) required o
settle the obligation at a pre-tax rate that reflects
current market assessments of the time value of
money and the risks specific o the liability.

Subsequent accretion to the amount of a provision
due o unwinding of the discount is recognised as a
borrowing cost.

Estimate of the amount of an obligation is based on
current legal and constructive cbligations,
technology and price levels. Actual outflows can
differ from estimates due o changes in laws,
regulations, public expectations, technology, prices
and condiions and can take place many years in
the future. The carrying amountis of provisions and

2005 Preliminary Financial Report



liabilities are regularly reviewed and adjusted to
take account of such change.

In general, the further in the future that a cash
outfiow for a liability is expected to occur, the
greater the degree of unceriainty around the
amount and fiming of that cash oufflow. Examples
of cash outflows that are expected to occur a
number of years in the fufure and, as a result, about
which there is uncertainty of the amounts involved,
include asset decommissioning and restoration
obligations and employee pension obligations.

A change in the estimate of a recognised provision
or liability would result in a charge or credit io the
income statement, in the period in which the
change occurs, with the exception of
decemmissioning and certain restoration costs that
relate o the initial construction of an asset.

Site restoration

In accordance with legal requirements, a provision
for restoration in respect of confaminated fand
incurred through the use of the fand is recognised
when the land is contaminated.

The provision is the best estimate of the present
value of the expendifure required o settle the
restoration obligation at the reporting date, based
on current legal requirements and technology. Site
restoration costs are reviewed annually and any
changes are reflected in the restorafion provision at
the end of the reporting period through the income
statement.

Asset retirement obligations

Costs for the future dismantling and removal of
assets, and restoration of the site on which the
assets are located, are provided for and capitalised
upon mitial construction of the asset, where an
obligation to incur such costs arises. The present
value of the expected fuiure cash flows required o
setile these obligations is capitalised and
depreciated over the useful lfe of the asset.
Subsequent accretion fo the amount of a provision
due o unwinding of the discount is recognised as a
borrowing cost. A change in estimate of the
provision is added {o or deducted from the cost of
the related asset in the period of the change, to the
extent that any amount of deduction does not
exceed the carrying amount of the asset. Any
deduction in excess of the carrying amount is
recognised in the income statement immediately. If
an adjustment resulis in an addition to the cost of
the relafed assel, consideration will be given to
whether an indication of impairment exists and the
impairment policy will be applied.

For further details on areas of uncertainty and
assumptions used, see note 23.
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Dividends

A provision for dividends payable is recognised in
the reporting period in which the dividends are
dectared, for the entire undistributed amount.

Restruciuring and employee termination
benefits

Provisions for restructuring or termination benefils
are only recognised when a detailed plan has been
approved and the restructuring or {ermination
benefits have either commenced or been publicly
announced, or when firm contracts related fo the
restructuring or fermination benefits have been
entered into. The liabilities for termination benefits
have been included in the provision for employee
and director benefits.
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Notes to the Financial Statements
for the year ended 31 December 2005 cont'd

2

<]

Explanation of transition to A-IFRS
As stated in note 1, these are the Group's firzt full year financial statemants prepared in accordance with A-FFRS.

The accounting policies sel oul in nole 1 have been appled in preparing the financial statements for the vear ended 31 Beeermber 2005, The comparative irdorrmation
presaaled @ the financial slataments has bean restaled agz follows:

- incoma statemant comparatives are restated for the year ended 31 December 2004, and

- batance sheet comparatives are restated as a1 31 December 2804 ard in the preparation of ar operdng A-FRS balance sheet

& 1 January 2004 (fhe Group's dete of transition).

In preparing its opering A-FFRS balance shizel, the Group has adjusted amounts seported previously in financial siataments prepared in secordance with its old basis
of avcounting (previous GAAPY An explanation of how the fransition from the pravious GAAP 1o A-IFRE hag sfferted the Group's income staternent and balance shest
is sef out in e following fabies and the notes that accompany the ables.

Reconcllistion of aquity {consolidated)

1 January 2004 ¥t Decomber 2004
Effect of Effect of
fransition to transition fo
FThoussnids of doliars Note Previous GAAP A-AFRE A-FRS Note Frevious GAAR A-FRS A-FRE
Assets
Zash and cash equivalents 3218 36,315 14,156 14,196
Receivables a 540,550 {2.418) 538,572 a 636,372 {1.080) B25.252
Inverdoties 502,732 502,732 G232 083 522,083
Gther 20,761 20.76% [+] 15,3608 {1.633) 17,765
Totat current assels 1,108,801 {2,418} 1,098,383 1,482,048 {2,723} 1,485,326
Recaivables 4 25,638 {18,877 G761 3 24 367 {18.473) 5,854
Investments accounted for using the squily
rrzthiod d 5820 16,7673 26,562 o 7503 16,783 24,345
Dther investnenis ] 2,340 (2.325) 15 ) &,783 (B.7E7) £
Property, plant and equipment f 1,615,321 {10,670) 1.604.651 f 1,708,758 (12.221) 1657 507
Intangibles i} 12.562 5,805 18,357 4] 14,004 7855 21.664
Deferred 1ax assets - - h 1T 155 (17.196) -
Gther 7135 7135 8,015 8.5
Totat non-current assels 1,672,845 {9,304} 1,683,541 1,785,678 {30,234} 1,755,442
Totat assots 2,773,646 {11,722} 2,761,524 3,277,728 {32,857} 3,244,768
Liobilitles
Payables i 502 684 [12.267) 90,447 f 868,218 [11.286) AEE.832
Interast bearing liabililies GR.652 95 552 27,781 27.761
Currant 1ax liabililies 72E65 72 B85 i 140,774 (24.138) 118,635
Provisions i 45,751 ERl 45 833 & 46,127 4 508 50,736
Totat current liabilities 17,992 {11,548} 806,443 1,082,880 {30,817} 1,052,063
Payables { 1.300 3,655 4 655 { - 3493 3.453
Interast bearing liabililies 534,054 554,054 £33 581 433,681
Daferred lax lishililies kil 128,623 41,853 170,476 kil - 47 513 47 &13
Provisions n 37978 37723 7573 r 41545 20,654 52,559
Totat non-current liabilities 721,995 83,23 815,228 476,626 71,780 547,386
Totat liabilitios 1,548,987 71,882 1,621,568 1,568,508 40,843 1,655,449
Net assots 1,223,659 {82,404 1,140,258 1,719,218 {73,800} 1,845,319
Equity
|ssued sapital 543,415 543,415 543 415 542,415
Treasdry slock i) - (1.573) (1.573) i} - (2.219) [2.219)
Rasapves p - 2458 2 A58 ] - 3,505 3555
Retained eafrings s} 571,884 (87.779) hB4.405] o 1,168,580 (78313 1,000,245
Parent antify interast 1,246,298 (85.384) 1,128,815 1.711.,873 (78837 1,635,036
Minority inlerest 7 360 2580 11,345 T 7245 3,037 10,283
Totat oquity 1,233,659 {83,404} 1,140,258 1,719,218 {73,800) 1,845,319
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Notes to the Financial Statements
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2
an

iy

a

b)

L]

d)

e

Explanation of transition to A-IFRS {continued}
Reconclliation of net profit attributable to members of the parent entity for 2004 [consolidated}

Effect of
transition fo
Thousands of dolirs Note Fravious GAAF A-FRS A-AFRE
Gross sales fevenue — 13,447,872 — 13,447,872
Cost of goods soid excluding product duties
ard faxes and invertory gaing [8,318.484) (B 318,484
Invertory oains 151,758 151,758
Procuct duties and taxes 14, 242.880) (4 242 080y
Cost of goods sold - historeal cost {12,408,808} {12,408, 508)
Gross profit 1,039,088 1,028,068
Tther revanude 5 221,751 {44 568) 177,232
Refining and supply axpenses {25675} [25,675)
Markeling axpenges t {492 055) 40,836 451,218
Ther expenses 5] (48, 252} [4.976) 153,268
Baorrowing costs W {42,185} 180 [41,855)
Share of net profit of entities accouned for
Lsiryg the eguity method 3,342 3302
Frofit before income fax expense G55,852 (8,519} B4T 433
Ineorms tax expenss w (B2 E74} 5,338 [75,326)
Net profit 573,278 {2,181 571,097
Ned orofit attribulable o minority interest X {1,004} 187 (1.081)
Net profit attributable to bers of the
parent entity 573,274 {2,238} 570,038
Basle and diluted sarnings per share
Histerical cost including significant i#sms -
cers per share 2420 211.1

Notes to ad) { tid

Current recelvables

Curreni receivables such as trade raceivables, receivables from associsias and relaled entilies are presend valued, with the exception of trade receivables
iess than six meonths due as the effect of discounting is immaterial. The ned effect is o reduce the balance of current receivabies.

Other current assets
irder A-IFHS, shares held on behalf of employess that have not beer: vested at balance date are classified as treasury stock ard offsa against equity. Under previous
AGAAP, urvested shares wera recognised 85 & propayment.

Non-current receivables

O transition 1o A-IFRE, there i a decrease 0 nen-current receivables representing a foan to g joinl venlure, Australasian Lubricants Manufacturing Company Pty Lig
(ALMC). This nor-cusrent receivable s deamed o be an extension of Callex's investrrant i ALMEC and thus has been rectassified o investments sceounied for using
the eguity method:

Impact or non-current recedvabies as st 1 January 2004 {16, 783,000)
Impact on non-current receivabies as &t 31 Decamber 2004 {16, 783,000)

Additionsify. ron-current receivables such as loans fo dealers and formula grants, a2 measurad &t present value.

Investments accounted for using the squity method

Oy transition 1o A-IFRE, there i a decrease 0 nen-current raceivables representing a foan to g joinl venlure, Australasian Lubricants Manufacturing Company Pty Lig
(ALMC). This nor-cusrent receivable is deamed o be an extension of Callex's investrrant i ALMEC and thus has been rectassified o investmernts scoounied for using
the eguity method:

Impact on investmants accounted for using the eauity method

a3 gt ¥ January 2004 6,783,000
Impact on investmants accourded for using the eguity method
as at 31 December 2004 6,763,000

Other investments

inder A-IFHS, sfart-up costs are axpensed when incurred. Accordingly, start-up costs anising from the Caltex Woolwortheg jeind vanture are expensed under A-IFRE. These

amaunls ware capitalsed under previous AGAAR. The effect on transifion to AGFRS is i reduce other investmerts and relgined earmirgs.

29 2005 Preliminary Financial Report



Notes to the Financial Statements
for the year ended 31 December 2005 cont'd

2. Explanation of transition to A-FFRS {continued;
diiy  MNotes fo sdlustments {continued)

L Property, plant and squipment
Assets such as software developed for inlernal use, software aoquired that is not integrad 1o hardware, and licences and patents for processes usec
i the Cisan Fusls Projaet are reclassified as intanoibles under A-IFRES from property, plant and equiprment under Deavious AGAAP:

Impact on property, piant and sguipment as at § Jdanuary 2004 $30,670,000)
Impact on property, Diart and eguiprment s at 31 December 2004 $32.221,000)

1] Intangibles
Assets such as software developed for inlernal use, software doruired that is not integrad 1o hardwane, and licences and patents for processes usec
i the Ciean Fusls Projaet are reclassified as intannibles under A-IFRS from property, plart and equipment under Deavicus AGAAP:

Impact ory intangiles as at 1 January 2004 570,000
Impact on intangitles as at 31 December 2004 12,221,000

Additionsiy. the camying value of goodwill related 1o cash-generating units is tested for impairmant using discourted cash fiow analysis. The effect of this is fo reduce
retained earnings and reduce ntangible assets. Hefer to rote 13 for further defaits:

Impact ory intangioles as at 1 January 2004 14,865,000
Impact on intangitles as at 31 Decernber 2004 48,118,000

Additionsiy, on adopdion of AHFRS, book value of goodwill is frozen at the spening balance on 1 January 2004, Therefore, goodwill amortisation experise
ineurred during 2004 under AGAAP has been reversed

h) Deferred tax assets
Ot adopdion of A-IFRES, the balance sheest approach is Lsed (o caloulats deferrad oy assets or deferred tax lisbililies. Deferred income tax is provided on sl tamporary
differences at the balance sheet date between the tax bases of assels and liabiiities and their book carrying amounts. This nete shodid De reard in conjunction with
riote 2(30)(m) o determing the tofal mpact on deferred 1900 accounts due 1o the adoption of A-IFRS.

i} Current payables
A remediation provision bas been reclassified from current payables (o non-current provisions, as this classification mare sccurately reflects the nature of the amount:

Impact or current payables as at 1 January 2004 $4 500,000
Impact on current payables az at 31 December 2004 $4 800,000)

Additionaify. current payables such as trade credilors, payables and avcrued expenses are measured at prasent value with the wception of payables
reiafing to 1ax and excise, and creditors due in less than six months as this is nol material.

I Current tax tabilities
O adopiion of A-IFRS, the balance shest approach is used o calculats currant 13y liskdilies, and deferrad tax assats or deferred ax liakiilies. This has resulted in a
transfer from current tax liabiities 1o deferred tax liskililiss:

Irmpact on currerst fax iabisities as gl 31 Decarmnber 2004 124 135,000

k} Current provisions
inder A-IFRS, aquily based compensation in the form of shares is recognised ag an expense over the perinds when e service is received from the employess. Under
previous AGAAP, salily based compensation was sxpensad on a stzaight-line tasis over thiee years. Shares held on behalif of amployeess that have nol been vesiad at
batance dats are classfied a5 reasury stock and offsef against 2quity. A current provigion for 2quity based compensation has been reclassified 1o resarnves.

Additionatiy, urder A-FRS, a current provision for an avoided premium surcharge is recogrised in relation o an insurance pofioy held with GIL Insurance. O Insurance is a
company that was fermed to insure for catastrophic risk such as off and gas fires and pellkuiion corgrol. The avoided pramicm serchame will be payabie § Caltex decides {o
exil the insurance pokoy:

Impact on current provisions as at 1 January 2004 133,000
Impact on current provisions as at 21 December 2004 B 382,000

Additionsiy. e curent provision for the net defict on 8 vested basis in the defined berefit plan has been fransferad o refained samings in ling with the new
treatmant under A-IFRS:

Impact on current provisicns as at 1 January 2004 44 &00,000)
Impact or current provisions as at 21 December 2004 {2, 080.000)

] MNon-current payables
Payables such as payables o retated entifies, associates and suppliers are measured & present value.

Additionaiiy, operating lease rental 2xpenses arg amortised on & straight-ine basis incilding Be effect of known fiked rate increases over the life of the lease. Previausly,
operating lease rentals were axpensed as incurred wilh fived rate increases @ renl recopnised as an expense in the yesr the incregse occurred. The effaet of this is
recagnise an accrual for fullre known increases of rert sccumulated on a straight-iine basis to date:

Impact on nan-current payables as at 1 danuary 2004 3,857,000
Irmpact on aon-currert payables as at 31 Dacember 2004 3,453,000
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for the year ended 31 December 2005 cont'd

2.
giiy

m)

n}

o)

@

]

s}

Explanation of transition to A-IFRS {sontinued}
Notes to adiustments {continued)

Deferred tax liobilitles

Ot adopdion of A-IFRES, the Dalance shest approach is Lsed (o caloulats deferrad oy assets or deferred tax liabililies. Deferred income tax is provided on &l amporary

differerces at the balance sheet date between the tax bases of assels and liabiiities and their carrying amourts:

Impact on deferred tax liabililies as at 1 January 2004 4% 853,000
Impact on deferred tax liabiilies as at 31 December 2004 A7 813,000

Mon-current provisions

O adopdion of A-IFRES, racognition of the ref serpius o deficil on an actuarial basis in the defined benefit plan is required with a corresponding entry fo retained eamings.

The transitional adjustment is based on actuarial valuation of the defined benefit olan.

Impact ory non-current provisions as at 1 January 2004 30,881,000
Impact on non-currert provisions as st 31 December 2004 14,154,000

Additionsify. a ssmediation provision has been raclassfied from curssn payables o nen-curent provisions, as this classification more accurately reflects the nature of the

amauni:
Impact ory non-current provisions as &t 1 January 2004 4,500,000
Irmpact on aon-currert provisions 85 i 31 December 20604 G, 600,000

Additionsify. on transifion to AFES, the non-cusrent provision for remadistion of tanks has been discountad 0 present value,

Treasury stock

inder A-IFHS, shares held on behalf of employess that have not beer; vested at balance date are classified as treasury stock and offsal against eouity:

Impact on treasury slock 83 at 1 danuary 2004 $%,073,000)
Impact on freasury slock 25 ot 31 December 2004 42 245.000)
Reserves

inder A-IFRS, aquily bazed compensation in the form of shares is recognised as an expense over the perivds when the service is reeeived from the amployees, Under

previous AGAAP. enuily based campensation was expansed o a straight-line basis ovar thres years:

Impact on reserves as at 1 January 2004 2,488,000
Irnpact nn reserves as at 31 Decermbear 2004 3.555.000

Retined sarnings
The effect of the adjustmants on retained earrings is as follows:

Thousands of doliars + Janusry
2004
Ratainad profils
Ircrease ! (decreassa)

Currenl receivables {2448
Other curreni assets -
Mon-currant receivables {2414}
Oher investiments {2325
Intargitles 14 BH5)
Curreni payailes 2757
Currenl provisiong (718}
Mor-currant payables 13,6551
Defarred tay assef -
Defarred tax abiliilies {41 8531
Mor-custant provisions {28223}
Treasury siock 1073
Hesarvag {2 4585
Minoriy interest 29805
Total adjustments 587‘??9]

Minority interest
Binarity imterast is increasad, repragenting raconnilion of additional interest in comparies upon consolidation

Other revenue

¥t Decomber
2004
Refained profits
Increass | (decreasa)
{1,080}
{1,833}
{1,745
{6,767
{4,561}
15885
(4.558)
{3,483}
{17,156}
(23,4741
{11,054}
2.21%
{3.595)
3037

78,213)

Under A-IFRS, nal profit o7 oss ont gale of fixed assefs s disclosed i one section of the income statemerd. Under previous AGAAP, proceads from: sale of fived assels wars

disclosed in other revenue, and written down vaiue and selling costs disclosed in other operating expanses.

Impact on olber raverue as at 31 Decernber 2004 {44 556,000
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Notes to the Financial Statements
for the year ended 31 December 2005 cont'd

2. Explanation of transition to A-FRS {eontinued}
dii)  Notes fo adjustments {confinued)

!} Marketing expenses
Under A-IFRS, nal profit o7 oss on gale of fixed assefs s disclosed in one seclion of the income statemert. Under previous AGAAP, proceads from: sale of fived assels wag
disclosed in oiher revenue, and written down vaile and selling costs disclosed in marketing expensas.

Impact on ober expensas ag at 31 Decamber 2004 44 556 000
Acdifionsdiy, marketing expansas ane impaciad by adjustrmeants 2(iife g in).

u) Other expenses
Other edpenses are impacted by adjustments 20k, e

W) Borrowing costs
Bortowing costs are mpacted by adjustmants 2.l ).

W) Intome fax expense
Income tax expenss is mpacted by the above adjustments o he income statament.

x} Minority interest
Minority int=rest is increased representing reconnition of addifional irtarast in companies wpon consolidation under AHFRE.

v} Changes In accounting policy
In the current financial year, the Group sdopted AASE 132 Financial Insfruments: Discloture and Presertation and AASE 139 Financial Instruments: Racognilion ard
Maasurement. This change in accounting poficy has been adoped in accondanee with the fransition rules contained in AASE 1, which does nol require the restatement

of comparative inforrmation foe financia instrements withio the scope of AASE 132 and AASE 134

The adoption of AASE 132 has resulled in the Group resegnising all derivative financial instrumenits as assets or liabiities at fair value. This change has been secourded
for by sdjusting the opersy batance of relained sarmings, reservas, cument payabies, and non-current inerest bearing kabililiss as at 1 January 2005,

The impact of ks change to accourting polcy is nol material. The transilional provisions will not have an effect in future reporting periods.
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for the year ended 31 December 2605 cont'd

Consolidated
Thousands of doliars 2008 2004

3. Other revenus

Hental insome 2472 33854
Heyallies and franchise income az.282 BE,0%5
Nt fareign exchanne gaings - 15,356
Othear income 70,007 40,880
194 441 Y8055
Borrowing income
Other carporations 2,382 BEA
nwinding of discount on receivables 4,588 [}
3,570 1127
148,411 77,222
Costs and expensss
Borrowing sosts:
interest paid or due and pagable to other corporations 40,041 43,888
Finance crarges on capitalised leases 4,842 1984
i ey on fair value derivative 4,480
Digoounting on provisions and ather fabilities 1417 ag2
imgy:
Capitalised barrewing costs {17,263} 14.271)
Binrrawing costs 27,307 41,855
Amortisation of intangibles 3,088 4787
epreciation and amoisation (excuding intangibles) 123,780 47,422

Total amorisation and depracigtion expansa 126,789 122,189
Operating [eases rental expense 7543886 8135
et [pas/ {gain: oh disposal of non current assefs 10,271 (12, 284)
Dividends pald
Dividends declared or patd
Dividends provided for or paid by Caitex are:

Crate of Franked! Certs per TFotal amount

payment  unfranked share 000
2808
Irerirn 2005 34 Septernber 2004 frandad 5 40,600
Final 2004 1 April 2005 franked 25 &7, 5048
Total amaunt 108,000
2804
Irtesrirn 2004 1 October 2004 frandad 4 37,800
Final 2003 1 April 2004 franked 14 37,808
Total amaunt 76,600
Franked dividends paid during the year were frankad gt the tax rate of 30%.
Subsequent events
Sinze 31 Cecember 20035, e directors declared the folicwing final dividend,
The final dividend nas nol baeen provided for and ere 4 A0 INCOME 14X CONESYUEEICES,
Firatl 2005 31 March 2006 franked 31 83,7048
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for the year ended 31 December 2605 cont'd

Consolidated

2008 2004
6. Basic and difuted sarnings per share
Higtorical cost insleding signifisant ilms - cenls par share 230.2 21t
Replacement cost excluding significant items - cants per share 183.4 1287

The cadcilation of fistorical cost basic samings per share for the year ended 31 Decsinber 2005 was based on the et profit attribatable 10 ordinary
sharshalders of e parent entity of $554 672,600 {2004; 553,038, 000) and a weighted average nurmbser of ordinary shanes outstanding during the year
ended 31 December 2005 of 2740 milion shares [2004; 270 milion sharas),

The cajcclation of replacemaent cosl basic earmings per sharg for the year eoded 31 Decermier 2005 was based on the net replacemant cosl profil
attributable to ordinary sharehalders of the parenl entity of $414.071,000 (2004; $350,282.000; and & weighted average nurmbar of ordinary shares

suistanding during e year ended 31 December 2005 of 270 milion shares (2004 270 miflion shares).

Thers are no dilutive potential ordinary shares, and hersfore diluied samings per share eguals basic earmings per share.

Thousands of doliars

7.  Interest bearing llabillies
Current - unsecured
Sank loans (i) 68,000 27,004
Lease ligbilifies (iv) 828 B3
68,628 27,781
Non-surrest - unsecured
US notes (i 286,380 288,132
Sank loansg (i), {ii) 25,000 F0.000
Hadne payable (i} §3,522 68,289
Lease ligbilifies (iv) 8,248 9.260
89,130 433, B84
(i1 Interest on bark overdrafs is charged al prevaikng masiet rates. The waighled average inlerest rate for alf overdrafts as at 31 Desember 2005
was 8.75% p.a (2004: 8.8% pa)).
(iiy The bank foans and the US notes are orovided by & number of Banks and the cagital masiets. The majority of interest rates on these loans and notes ars
cn a flosting rate basis. Matusity dates of the 10ans and notes vary from Suy 2007 fo duly 20120 Underthe 1oan and note agreements, the Caltex Austratia Group
is required to compiy with certain financial covenants. There is no secunty or demand placed on the bank loans and US notes. The bank loans are
dencrrinated in Austrafian doliars, end US notes are denciminated in Ausiralian and LS doliars.
(iiy The hedge payables is disclosed within interest beariag lisbiities as the hedge was entered into soisly a8 a result of the US dollar borrewings and is inestricabiy
linked [ the debl. The amount mainly represests the ingact of the movemnesnl in the exchange rate from {he date of inception (30 July 2002, USD exchange rate
0.88431 to 31 Decemnber 2008 (USD exchange rate 0.7325), on $e amount hedged (US0138 milkomn).
(iv) The imnplicit rate of interest on finance 1eases is 14.0% pa. (2004 44 0% pal
8. Issued capital
Ordirtary shares
270 million (2004 270 milion) ordinary shaces, fully paid 643,415 543,495
Halders of ordinary shares ars antitfed to receive dividends as deciared from time to $me and are entitied o one vole per share at sharstolders’ meetings.
Ins the event of the winding up of Caltex Austradia Limited, crdinasy shansholders sank after il cradifors and are flly entiied to any proceeds of liquidation.
4. Contingent assets and liabllitles
The details and estimated maximum amounts of contingent assests and Esbiities Jor which no provisions ae included in $e fnancial report; are set out Delow.
The directers are not aware of any circumslance o7 infosmation whish would isad them to befieve $iat these assels and fiabiltes will crystallise and consequently
na provisions are included in the fnancial reoort in respact of Sese matters,
(a} GContingent assets - fegat and other claims -
Irs the erdinary course of business Caltex is invelved ag a plaintilf in legal proceedings. Where appropriate, Calfex takes legal advice. The group does not
consider that the culsome of any current proceedings are fikaly 19 have a material effect on 85 operations or #nancial pesition.
ib]  Contirgent fiabifities - legal and other claims 4,000 5,360
Irs thi erdinaty course of business, Caltex s invalved a5 a defendant in legai proceedings. Where appropriate, Callex [akes legal advice. The group doss sot
consider that the culsome of any current proceedings i5 kely to have 5 materiai effecd on ils operations or financial position.
Alighility has Been recogrised for any Enown insses expested 1o ke incurted where such: losses are capable of refialle measuremant.
(¢} Al ather contingent liakilies are congistert with the 2005 financial reont.
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for the year ended 31 December 2605 cont'd

18 Investments aceounted for using the aguity method % Interest
2008 2004
Ajrport Fusl Services Fiy Lid 44 40
Austredasian Lubricanls Manufacturing Somparry Py Lid &0 50
Cairng Airport Fefueling Services Pty Lid 28 25
Gieraldfon Fuel Company Py Lid &4 50
JVCE Pty L i) - 5
JVCE Pty L i} - 5
Link Energy Py Lid &4 50
Jenessa Holdings Fy Lid &4 e
Marthern Marketing Managament Py Ltd 376 ars
MNarihern Marketing Partnesship 376 ars
R&JK Patroleum Py Lid &4 50
South Coast Fuels Py Lid &4 50
South East Queensland Fuels Py Ltd &4 50
South East Gueensland Fuels Usit Trust Py Lid &4 50
Vitalgas Py Lid &4 50
(i) VT Py e and VE2 Pty Ltd were deregisterad on 3% July 2004,
41, Nat tangible assets per share
Nzt tangible assets per share {doliars) 7.8 505
Net fangible assets are ned asseds attébuilable to members of Saltex less witangiile assets. The weighied average number of ordinary shares used in the calsuiation
of net tangitle assaets per share was 270 miflion {2004; 270 mition).
12, Acyuisitions
2005
{a) Aner Petroloum

On 1 duly 2008, the Groop acquired the business of Auer Petrolewn for $2,285.000, satisfied by reducing Auer Petroleun's accounts payable to Caitex on 1 July
2005. The business of Ader Petroleum is fo distribute petroleum. In the sisomonghs o 51 December 2008, the business contribufed net profil of 313,000 o the
conselidated net profit for the year, [T the asquisition had ecourtad on 1 January 2005, the Group's gress sales revende would have Beers 316 650,043,000

and ret profit would have been 3594, 681 000,

The acquisition had the following effect on the Groun's assets and fiabiities:

Recognisad
Thousands of doliars yaluss
Property. plant and equipment 215
Inventories 508
Cash and sash equivalents 42
Other current assets 2
Proviiions IBE]
et identifiable assefs and lisbifities 285
Gizodwill Bn acguisition 1000
Caonsideration: paid, satisfied by reducing accounts payabie 2,285
Caﬁh acduired 42
Iat sash inflow 42

Gizodwill has arisen on accuisition of fhe business of Auer Patroieumn because of fulure business synergies and customer relatonships

that did not meet the oritedda for recogailion as a seperstely identifiable intangile asset i the date of acguisiton.
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for the year ended 31 December 2605 cont'd

12, Asguisitions (confinued}
{b) Dunning Petroteum

Oy 30 Sepianber 2005, the Groop asguired the business of Dunning Petroleum for $8.493.000. satisfied by redusing Dunning Pefroleuny's accounts payable to Caltex
by 54,493,000 on 30 Septermber 2006, The defarral of 52,000,000 is payabie by cash on 31 Sanuary 2008 The business of Dunning Pelrobeum is to distrioute
petraleumn. I the three months to 31 December 2008, the busingss contributed nel profil of $238,000 fo the consalidated net profil for the vear. If the acousition

had coourrad on 1 Jandary 2005, the Group's aross sales revenue would have been 516.59%, 777,000 and net profi would have been 5585, 744,004

The acquisition had the following effect on the Groun's assets and fabiities:

Recognisad
Thousands of doliars valugs
Property. plant 2nd equipment 3724
Inventories 2377
Cash and cash equivalents 16
Intangibies 1,852
P rOisiGrs (5]
Nt identifiable assefs and liabiilies 5865
Gizodwill Bn acguisition Bzg
Cansideration: paid, satished by reducing accounts payabie 4483
Cansideration: defenad 2000
Cash acduired 10
Nt cash indlow 10

Gizowill has arisen on acquisition of the business of Dunning Petroleumn because of fufure business synengies and customer ralationships

that did not meef the oritedia for reconnition as a seperstely identifiable intangile assef i the date of acguisition.

{£) Petro Fuels and Lubricants

On 1 December 2008, the Group acquired the Business of Petro Fuel & Lubrivants for 18,508,000, satisfied by reducing Fatro Fusi & Lubricants' accounts
payable o Caltex by 513,108,000 on ¥ Decerber 20085, The deferral of $3,300,000 is payable by cash on 31 January 2008, The business of Petro Fuel &
Lubricants is to distribute pettoieum. In the one mong 10 31 Decemnber 2008, the business contribubed net loss of 38,000 o the consofidated net profit for
the year. (¥ the asquisition had ecourted on 1 danuary 2005, the Groap's gross sales revende would have Beer 316,821, 13%.000 and net profit would

have Been $507 183,000

The acquisition had the following effect on the Groun's assets and fabiities.

Recognised
Theusands of doliars valuss
Property. plant 2nd equipment 34073
Inventories 3530
Cash and cash equivalents 64
Intangibles +.500
Other current assets 25
Fronisions 1311
Mt identifiable assefs and liabiilies 5681
Gioodwill o acguisition ey
Cansideration: paid, satished by reducing accounts payabie 13,308
Cansideration: defenad 3,300
Cash acduired [SL]
Nt sash indlow <53

Ginodwill has arisen on acquisition of e business of Petre Fuels and Lubricanis because of fultre business synergies and sustomer
relationships that did 7ot meet the citeria for recognition 28 a seperately identifisfde irtangibie assed at the date of accuisition.
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12

{4}

Acquisitions (continued}
2004
Cooper & Dysart Pty Lid

Or: 12 August 2004, the Group acquired e remaining 50% of Cooper & Cysart Pty Lid for 52,842,000, satisfied in cash. The company distibutes pefrolaur. In
the five reonths te 31 Decarmber 2004, the subsidiary contributed net profit of $24.000 fo the consolidated net profii for the year. If the acgusition fad occurmed

on i January 2004, the Group’s gross saies revenue would have been $13,502 003 000 and sef orofit wouid have been $570.601,000.

The acquisition had the following effect on the Groun's assets and fabiities:

Recognisad
Thousands of doliars valugs
Cash and sash equivalents a17
Receivables 8059
Irventories 1838
Other cufrent assets 242
Prroperty, plant and squiptment 2569
Intangibles 2300
Fayables (10.557)
Interest bearing kabilities 1531)
Current tax fighilities 1307
Crafarred tax liabilifies (B}
P rOisiGrs [283)
Nt identifiable assefs and liabiilies 4,330
et gssets acquired - 50% 2065
Gizodwill Bn acguisition T
Consideration paid, satished in cash 2842
Cash acduired 1617
MNat cash autfiow 2225

13

Gizodwill has arisen on acquisition of the business of Cooper and Dysan because of fuure Business synemies and customer relationships

that did not meef the oriteda for recognition as a seperstely identifiable intangile assef i the date of acguisition.

Segment reporiing

The Calfex Australia Group operates as a vertically integrated refiner and merketer of petrelewn products.
The Caltex Australia Group operates within one geographic region - Australa,
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2005 Full Year Results — Another Strong Performance

Good morning, welcome everybody and thank you for attending today. I would
also like 1o welcome those who are taking a feed via webcast. Please note that an
archive copy of the webcast should be available on caltex.com.au by close of
business today or Monday at the latest.

For those of you here in Sydney, you will have received a package this morning
containing our full year results, media release and Australian Stock Exchange
announcement, together with the slides I will talk through this morning. For
those taking the feed via webcast the same material 18 available now from both
our website, caltex.coni.aug, or the ASX website.

I am joined in the auditorium by the Caltex managenient teani and would like to
thank the Caltex staff members who assisted with the logistics this morning.
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I plan to run through the major highlights of 2003, and in the “Outlook™ section, |
will discuss our focus for 2006 and the following years. This will take about 30
minutes, then [ will open up the floor for your questions. Those taking part via
webcast, you can submit questions either during the webcast or during the Q&A
session.



“

incigent Free Operations Top

1t is the custom at Caltex to commence every meeting involving 5 or more people
with an Incident Free Operations Topic. Statistics show that a company with a
strong safety record is also highly likely to have reliable and efficient operations.
The photo shows the scale of the work being undertaken in the Clean Fuels
Project. One of the key risk management issues we needed to address in this
project was the maintenance of a secure and reliable supply chain to our
customers. A great deal of work has been done to ensure this occurs:

« Although we would have preferred not to have applied for a variation to the
Fuel Standard, we commenced negotiations with the Federal Government
in August last year to ensure supply reliability.

+ On top of that, the people throughout our Supply group have worked
extremely hard to maximise our refinery production rates within the
vartation conditions, while simultancously managing a significant increase
in import and export volumes.

The outcome of this has been continuous supply of fuel to our customers, with a
great deal of this work being completely invisible 1o the public.
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Stides 3 — 9 summarise the 2005 highlights.



2005 - Key Points

« Strong operating performance captured the benefiis
of strong global petroleum markets

« Refinery production in line with last year, despite
extensive planned shutdown periods and extended
construction on clean fuels

« Marketing continued to perform in all areas

« Total Shareholder Returns of 82%

Here are the key points for 2005:

+ Our focus on execution and reliability is working, and it allowed us to convert a
strong global market into earnings for our sharcholders and for reinvestnmient

+ Our refineries are improving utilisation through focus on fundamentals and capital
investment

+ We are the largest marketer of petroleun products in Australia and the nation’s
largest convenience retailer. Progress continued in all our key marketing segments

+ Execution and strong external markets combined to produce the highest fevel of
earnings in the history of Caltex. Investor confidence in our performance resulted in
a total return of 82%, which makes it 3 successive years where we have significantly
outperformed the ASX.



summary financial results

Replacemen 2005 2004

EBIT ($M) 583 536

NPAT ($M) 414 350

EPS {cps) 153 130”

31 Dec 2005 31 Dec 2004

Debt (M) 429 447
Gearing (%) 17 21
Gearing (Lease Adjusied %) 26 32
Historic Cost 2005 2004
EBIT ($M) 811 687
NPAT ($M) 574" 457"
EPS (cps) 213" 169

For the period ended 31 December 2005, Replacement Cost EBIT, excluding
significant items, was $583 million.

Replacement Cost Net Profit After Tax, excluding significant items, was $414
million.

Historic Cost Net Profit After Tax, excluding the significant tax itenm, was $574
million, reflecting an inventory gain of $160 niillion, after tax.

Both the Replacement Cost and Historic Cost results exclude a significant credit
of $20.9 miilion relating to our entry into tax consclidation following the passing
of new legislation in 2005.



strong profit perlormance continues
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The Replacement Cost Net Profit After Tax represented here by the green bars
shows the underlying performance of the business by removing the effects of
crude oif price fluctuations, which is an external factor over which we have no
control.

Historic cost profit including those price effects reflected an increase in the price
of Tapis crude oil over the year of $US18/bbl from December 2004. Crude
moved from a price of $US39/bbl in December 2004 1o close 2005 at around
$US57/bbi, with the average for the year of $57/bbl.
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Our EBIT in 2005 was up by $47m over 2004. As mentioned, the tight global
market for refined products resulted in an increased refiner margin, especially in
the third guarter in response to the impact of the US hurricanes. This is the single
largest contributor to our increased earnings. We cannot control external drivers
such as these in any period.

In the areas we do control, we were able 1o capture about $56m in Marketing
EBIT benefit.

However, other impacts, primarily refinery construction and planned turnarounds,
compared to normal operations meant we missed an additional earnings
opportunity of approximately $89M — this is shown here as the “Exports &
Imports” and “Production Volume™ bars.

We have routine maintenance and turnaround activity every year. However, 2005
was unique in that it refiected very high levels of planned turnarounds, combined
with the construction impacts of our Clean Fuels project. This caused us to
import higher lfevels of transportation fuels and export more low value products
like fuel 0il and cycle oil. As aresult, we were not able 1o capture all available
margin.

This underscores the benefits of increased utilisation, especially once our Clean
Fuels construction is complete. More on that later.



Debt and gearing on plan
Dabt AZM Gearing %"
1000 T
+ 60%
900 T
800 1 T 50%
700 + 40%
600 T
+ 30%
500
+ 20%
400
300 T 10%
200 0%

Net debt ended the period at $429 miillion, with a gearing level of around 25%
on a lease adjusted basis. It should be noted that lower crude purchases prior to
year end due to Clean Fuels constraints resuited in net debt being artificially
low at 31 December, 2005, Increased product imports in the first quarter of
2006, together with higher Clean Fuels construction costs, will resuit in net
debt rising 1o over $600 M in the short term, with lease adjusted gearing
remaining in the 25% to 35% Range.



ividends per policy
Ausiraiian cents per share
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In Hight of our performance, and consistent with our dividend policy, the Board
has approved a fully franked 31 cents per share dividend to be paid as the final
dividend for 2005.

This represents a full year dividend of 46 cps, fully franked, which is 30% of our
RCOP NPAT for 2005 and at the high end of the policy range.
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Sitides 10-15 give more detail on the performance of the key profit drivers.

10



imtegrated transport fuels margin

1o - {Australian cents per litre)

10 8.3

2002 2003 2004 2005

B Caltex Reliner Margin B Transport fuels mkig margin

11

This slide shows the Caltex integrated transport fuels margin in Australian cents
per litre. The 2005 integrated margin was 9.3 ¢pl, up from 7.8 ¢pl in 2004,
largely driven by increases in the Caltex Refiner Margin.

The integrated margin is calculated on a typical yield profile from our refineries,
plus the margin Marketing realises across all transport fuel sales. As [ pointed
out on Stide 7, the Clean Fuels construction caused us to alter our operating
plans. This resulted in imports of petroleum products that would other wise have
been manufactured at the Caltex refineries, and product exports that were unable
to be processed to meet the regulated standards. The integrated margin of 9.3
cpl, therefore, was only fully realised on those products manufactured by Caltex
which met the required specifications.

11



2005 Caltex Refiner Margin was US%$8.40/bbl
LS $/bbi
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The Caltex Refiner Margin is a proxy for the margin realised by Caltex’s
refineries under normal operation. The margin is based on the Singapore
weighted average refiner margin, adjusted for product freight, crude freight,
crude premiums or discount, product quality premiums and the average product
yield at our particular refineries.

The average Caltex Refiner Margin for 2005 was US$8.40/bbl, conipared to
US$6.60/bbl for 2004. Again, this margin was only fully realised on those
products manufactured by Caltex and which met the required specifications.



Caltex Refiner i
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The differential between crude freight and product freight is a component of the
Caltex Refiner Margin. This expanded by $US 0.90/bbi in 2005 as clean product
freight costs roge in refation to crude freight. Again, this reflects the underlying
tightness in shipping markets which were stretched to cope with the refining
production shortages in the US. These differentials began to ease in October 1o more
normal levels.

13



Init operating expenses continued to decline

Acpl

3.84
3.55

3.48 348

3.5 1
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As I have stressed previously, Caltex must continually drive for lower tnit costs in
order to remain competitive in a regional and global refining market. We continued to
reduce unit costs in 2005,

In the Clean Fuels environment this will be more challenging, as depreciation and
processing costs at our refineries will be higher. Much of our success in the past few
years has been on the basis of increasing sales (with better integrated margins).

We remain confident that the premiums attracted by the new clean fuels will more
than offset the higher costs associated with nmiore intense processing in Refining.

I will address our Refining Performance Imiprovement Program later, but here I would
like to point out that part of its benefit will be to allow lower unit production costs as
the projects come to completion.

14



Lrude oil cost was major driver of higher
prices in 2005

Breakdown of Caltex revenue

cents per ltre
2.2 pe
2.0
Profit
Costs
B Taxes

2005 2004

Financlal data is on a2n HCOP basis

Our customers paid much higher prices for refined products in 2005. The attached chart
shows that for an average increase of 14,6 cpl across ALL products, only 0.2 epl
represented incremental profit to Caltex. The primary driver of higher prices for our
customers is the higher cost of crude oil, which uitimately s reflected in prices for petrol,
diesel and jet.

Caltex, of course, has no investments in exploration or production assets for crude oif and
must accept the global market price for the crudes we process as an input cost.
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Transport fuel sales volumes
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2005 petrof sales up 3.0% over 2004 2005 distiltate sales up 5.3% over 2004 17

Petrol sales saw an increase of 3.0% vs. 2004, from 6.8 1o 7.0 billion litres, partly due
to the continuing rollout of our venture with Woolworths.

Jet and diesel sales reflect a continued strong economy with volumes up 5.3% over
2004. This increase was driven largely by increased demand from the mining sector.

Caltex’s total transport fuels sales for 2005 were at record levels.

17



Venture site rollout: complete

S

Fuel volume at converted Caltex venture sites has seen an average increase of 80%
since cormnencement.

Co-branded site Rollout complete
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The roliout of our Woolworths venture has been largely completed. By the end of
2005, we had reached our target of around 470 sites in the venture, with Caltex
contributing 125 sites. We would expect our rate of growth on petrol sales to slow
but remain positive, now that we are through the implementation phase of our
venture with Woolworths.

The service station market has largely adjusted to the rapid expansion of shopper
docket schemes. The use of docket redemption has continued to increase as
customers take advantage of the opportunity to lower their fuel costs, especially at a
time of rapid price changes. Of course, Caltex must provide ongoing price support
for our franchisees to aliow them to compete in this highly competitive segment of
the industry.

18



Lubricants & Specialties
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Finished lubricant volumes were up 3.1% over 2004, due primarily to increases in our
diesel engine oils (Delo®). Overall gross profit was flat, with higher volumes off setting
margins that were impacted by rising input costs, which could not be immediately passed
through to the market.

Base oil sales were down by 3.5%, again due to higher crude costs. In addition,
production froni our lubricating oii refinery in Sydney was also adversely impacted by the
Energy Australia power failure that impacted the entire Kurnell peninsula.

Specialty volumes are up 20% over 2004 across the whole range of marine fuel, bitumen
and petrochemical feedstocks. These increases reflect the imipact of Clean Fuels
construction as operations yielded a higher percentage of these lower value products.
Margins declined slightly on a ¢pl basis due to an increase in low margin fuel oil
volumes.

19



on fuel income & store sales continue to grow
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Total non-fuel income represented here by the chart on the left was up by over
10% year-on-year. All of our Marketing channels contributed to this growth. This
was a great performance, reflecting our expertise in marketing and merchandising.

Our weekly shop sales increased by 4.5% on 2003, with like for like sales up by
2.8%.

We are working to integrate our recently comipleted dry goods arrangements with
Woolworths, which we expect to improve both sales and margins as it i8
progressively rolled out in 2006 and 2007

20



randed refail sites & petrol throughput

Sites mix
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As previousty indicated, our store count growth is levelling off, as investment in
new sites 1s offset by store closures. We will focus our efforts on prime retail
locations and support our franchisee network through programs and promotions.
Continued sales growth for franchisees benefits Caltex through royalty receipts,
and we remain committed to this business model.

Our average site petrof throughput has grown to 377 kL/month, driven by the
venture sites, targeted capital spend and our continued divestment of tail sites.
Since 2002, our average site petrol throughput at branded sites has increased by
105 kL/month, or just under 40% This supports store traffic as well as fowering
our unit costs.

21



Laltex with Woolworths hag the highest service

station visitation
NATIONAL - Service Station Last Visited

40

35 4 T
30
25 1
20
15

i SUrvey respondents whao daime
to have 1ast visited this brand

10

5 —s\.//c

G4 2009 {H 2005 42 2005 3 2005 4 2005

Coles Express/Sheff BP ——Caltex + Woolworths —8—Mobil

22

Q: \Which was the last service station you visited to purchase fuef?

This chart represents market research on where the respondents last purchased their fuel.
As you can see, Caltex continues to be the clear market leader, which naturally was one
of our strategic goals of the venture with Woolworths — but also reflects the offering of
our franchisees and all retailers flying the Caltex logo.

22



Premium fuels sales
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2005 saw our premium fuels sales continue to build on our 2004 performance.

Demand for premium fuels will increase in Australia as the car fleet changes.
We remain on track to meet our goal to increase our sales of Vortex and Vortex
58 1o 20% of petrol sales by the end of 2007. This increased demand for octane
will be supported by several of our refinery investments which 1 will address in a
minute.

23



o 1 Convenlence Relailer in Australia

26.9
% Market Retail Share

247

This chart 18 based on data received from AC Neilsen, and as you can see,
Caltex has maintained clear leadership in the convenience retail market
holding around 30% market share.
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Let me now turn to Refining.



Transport fuels production and sales
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2005 was an extraordinary year in refining. We successfully executed a 7 week
full refinery turn around at Lytton between April and June. We were working
on our Clean Fuels projects throughout the year and, in August, took our Diesel
Hydrotreater at Kurnell offiine for construction, which continues today. The
Lytton DHTU came off line on November 5, and is now in the commissioning
phase with construction compiete. On top of that, the Energy Australia
transmission tower failure on the Kurnell peninsuia caused us to lose roughly 6
days of production in July.

Even with these challenges, our people in Refining were able to produce
transportation fuels volumes roughly in line with 2004. This is a remarkable
accompiishment, and gives us confidence that we have made a big step forward
in capability that will be reflected as we operate post Clean Fuels.

10.1 billion fitres is a bit lower than we expected in 2005 primarily due to fower

December margins which made incremental ¢crude runs at Lytton uneconomic,
even though the units were available.

26



Utilisation is

Utiisation
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This slide sets cut our achieved utilisafion rates at both of our refineries in 2005,
There are two main points I want 1o make:

« Kurnell’s performance has improved significantly, and through 2005 the
team at Kurnell has really started to challenge the accepted rates of all the
migjor units. We are finding that previously established unit rates are being
reguiarly exceeded and the refinery posted new record daily, weekly and
monthly crude unit rates in 2003.

« Lytton’s performance was likewise strong outside the planned full refinery
50 day shutdown.

27



Update on Clean Fuels Project
Unit Mechanically | Commissioned
Complete
Lytton Benzena v v
Reduction
Diesel v 11 March®
Hydrotreater
Kurnell Benzena v 6 March”
Reduction
Diesel 13 March® 15 Aprif*
Hydrotreater
Project Capital to be within $480 — 495M

I turn now to the progress on our Clean Fuels Project. Due to the advanced stage
of the project, we were in a position 1o issue an announcenient last week, setting
out the operational impacts of the Clean Fuels construction.

Three of the four units are now mechanically complete and one, the benzene
reduction plant at Lytton, s producing on specification product. The benzene
reduction unit at Kurnell 18 producing lower benzene product as of Tuesday this
week, and we expect full commissioning within days. This is well ahead of our
planned commissioning duration.

The Lytton diesel hydrotreater should be fully commissioned within the next two
weeks or so, with the Kurnell diesel hydrotreater planned to be on stream by the
middie of April.

{t 18 a fact that the delays in Clean Fuels commissioning have had a negative
impact on both the 2005 and 2006 results and we are disappointed. 1 want to
point out that even with our difficulties our customers continued with reliable
supply in perhaps the most volatile year in decades. We are applying the lessons
learned in our future project development. 1 should also say that everyone at
Caltex, including our suppliers, have worked hard 1o get the best possible
outcomes and I appreciate all their efforts.

28



efining Performance Improvement Program

» A wide range of minor and major improvement initiatives

= Minor: Smaller capital and non-capital initiatives, a number of which
have been completed in 2005 ~ total Capex spend in 2005 was
$9.6M

= Kay benefits through increased production rates and upgrading to

higher value products

Breakdown of Minor RPIP Projects by Numbers .

Roady 1o s A number of smaller projects

1 broieors have been implemented

= Over 25% completed, with another
55% underway

= 22 new projects identified in 2005

= Unjustified projects have been
cancelled

Cancotled

Execution of the Refining Performance Improvement Program (RPIP) commenced in late
2004. h encompasses a range of ideas from smaller capital and non-capital initiatives through
10 a major capital program.

In 2005, great progress was made on what we call the “Minor™ RPIP projects. Over a quarter
have been implemented, while another 55% are under development, with a total Capex spend
of $9.6M in 2005. A key commitment within RPIP is to continuous improvement — this is
exemplified by the investigation of an additional 22 projects in 2005 beyond those identified in
the initial program.

As an example, one of these projects was a review of our catalyst regeneration practices on our
Isosiv unit at Kurnell which separates our light naphtha stream into fow and high octane
components. These changes resulted in an increase in the production of higher octane petrol
blendstock, vielding benefits of the order of $2M p.a. This is a great example of low cost, high
return opportunities available to us in a short and changing market.

29



efining Iimproving crude process rates
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Commiitment to continuous improvement has underpinned the improvement in crude
rates across our two refineries. Production in 2003 set a record at Kumnell, and the
second best total production across all of Refining, despite the planned full plant
shutdown at Lytton in 2005,

Additionally, five key process units across our refineries (three of four crude distillation
units and two of three reformers) set new production records in 2003.

As we lift our crude throughput, we have the opportunity to improve yields from our

conversion and upgrading units, which is where the highest margin improvements occur.
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P project schedule

2506 25307 2068

Design Phase
Consiruction Phase
- Design Approval

- Funding Approval

The majority of the benefits from RPIP will be derived from the major project team. This
team is executing a suite of 10 projects aimed at increasing diesel production, enhancing our
octane capability and improving our supply chain reliability — all of which will increase our
refinery production.

This slide shows the current schedule for these projects. The key dates here are the two
approval gates — at these points the scope and cost of the projects will firm, and the final
commissioning dates will be known with more certainty. Of course, projects miay not
progress if they don’t meet the required returns. We will keep vou informed as we progress.
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In the past I have highlighted both the regional and Australian industry
developments that would impact on our future. While these developments are
now better understood by the investment community, I would now like to take the
opportunity to share our view of the future.



agional demand growlh still robust
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This slide 1s an update of the information we presented in 2004, This projection shows a
continuation of the growth in demand for petroleum products in the region, driven
primarily by China and India. It is this demand growth that ultimately needs to be met by
increased refinery production.

Degpite the oil shocks of the late 70°s and the Asian economic crisis in the mid-19907s,
the regional demand for oil has risen relentlessiy and somewhat predictably. While
shocks to demand can occur, they are relatively short-lived. If anything, demand
forecasts are up marginally. Even the impact of $US65 — 70/bbl oil prices and the higher
resuiting fuel prices have not had a material impact on demand in the region.
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Fundamentals support margin strength

Total Demand {ncluding LPG} vs Refinery Capacity

= Capacity growth is a key
determinant
= High margins support investment
decisions
= Increasing construction costs
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With demand predicted 1o continue to grow, the key determiinant of margins is the growth
in refinery capacity. There are opposing forces driving decisions on refinery investment:

» The prevailing margin environment does support incremental investment in
refinery expansion, although you need to believe they will remain for many years
to make large investments in new refinery construction.

+ In practice, increased construction costs (as currently experienced by all industries)
and the requirement for existing refineries to meet increasingly stringent
environmental standards, act as a brake on refinery investment.

+ Availability of skilled fabour, materials and access to fabrication capacity will
delay commissioning dates.

Using what we believe to be a conservative view of refinery additions (i.e. all proposed
projects are constructed AND delivered on time), the medium term fundamentals still
support refiner margins, especially in Australia where we have a structural deficit of
product and higher quality fuel standards.

Recent events, however, serve to reinforce the volatility of these margins — the recent
negative gasoline margins when contrasted to the higher marging that followed the US
hurricanes underline the tight supply and demand balance in this industry. We remain
convinced that there are more likely to be upward spikes than sustained low margin
periods until significant new capacity comes on line.



1H06 outlock — fundamentals at work

= Market fundamentals {o remain positive
= Asian and world refining capacity remain tight
» Margins are expected to remain strong, though volatile

= Petrol margins expecied to firm in the short term
= Regional refinery shutdowns in March-April

= Heavier than usual US refinery maintenance due {o deferred
shutdowns from 2005

= Marketing business will provide reliable performance
= Continue to capture volumes above market growth
= Continue the strong operational performance from 2005
= Incident free Clean Fuels commissioning
= Continuous improvement o lift utilisation
= Execute planned turnarocunds with excellence 35

In our refease to the ASX last week, we explained the impacts of the Clean Fuels
construction on the operation of our refineries in the first half of 2006. With this project
nearing compietion, we remain positive on the fundamental outiook for the remainder of
2006 and beyond.

As I 'have just described, we expect the supply/demand balance to remain tight in the region,
supporting strong, but volatile, refiner margins.

As the northern hemisphere moves out of winter, there is a heavier than normal maintenance
load, especially in the US where work was deferred from 2005 due to the impact of the
hurricanes. There 1s aiso traditionally a cyclical increase in the petrol margins as the
northern driving season approaches.

Our Marketing business will continue to provide reliable performance, striving to capture
volumes above market growth. In recent years Marketing has been a source of stable and
growing earnings, which we expect to continue.

What we do control, and where we have demonstrated improvement, is our underiying
refinery reliability and utilisation. Our focus for the remainder of 2006 is incident free
commissioning, continuous improvement in production and executing our planned
turnarounds with excellence.

Major planned shutdowns in 2006 include the cat cracker at Kurnell, which is scheduled for
May. Taking into account the impact of Clean Fuels construction, together with planned
shutdown activity, we anticipate full year production of transport fuels to improve on our
2004 performance, with further increases through to 2008/09 as the RPIP projects come on
Stream.

ot
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0:1:85:100
Our focus remains:

0 : Safety and incident free operations
1 :Number 1 in hearts and minds of customers
85 : Utilisation of refineries
100 : Full engagement of all our staff

Our customers deserve and expect a reliable supply of transportation fuels, and that is our top
priority beyond the safety and security of peopie. While we take the cycles of the market as
we find them, we need to concentrate on the fundanenials that are within our controi. 2005
was an extraordinary year for Caltex where we have weathered volatility in pricing, high
project workload, a power outage plus many internal changes not visible to the public. Cur
people delivered great resuits overall, which is, of course, where my confidence in the future
comes from.

Our focus will remain consistent with the strategy we have described over the past |8 months:

0 : Safety and incident free operations
i : Number 1 in hearts and minds of customers
85 : Unitisation of refineries

100 : Full engagement of all our staft



CALTEX

We will now start with some guestions from Sydney, and then alternate with guestions
that are coming in by Webcast.

END. Once again thanks for your interest in Caltex today and we look forward to seeing
you all again at the end of August 2006 when we will announce our first half resuits for
2006.






Important Notice

This presentation for Caltex Australia Limited is designed to provide:

+an overview of the financial and operational highlights for the Caltex Australia Group for the 12
month petiod ended 31 December 2005; and

+a high levet overview of aspects of the operations of the Caltex Australia Group, including
comments about Caltex's expectations of the outiook for the first half of 2006 and future years, as
at 24 February 2006.

References in the presentation {o assumptions, estimates and ocutcomes and forward-looking
statements about assumptions, estimates and outcomes, which are based on internal business data and
external sources, are uncertain given the nature of the industry, business risks, and other factors. Also,
they may be affected by internal and external factors that may have a material effect on future business
performance and results. No assurance or guarantee is, or should be taken 1o be, given in relation o the
future business performance or results of the Caltex Australia Group or the likelihood that the
assumptions, estimates or cutcomes wili be achieved.

While management has taken every effort to ensure the accuracy of the material in the presentation, the
presentation is provided for information only. Caltex Australia Limited, its officers and management
exclude and disclaim any Hability in respect of anything done in reliance on the presentation.

You should make your own enquiries and take your own advice in Australia (including financial and
legal advice) before making an investment in the company’s shares or in making a decision to hold or
sell your shares. 19




