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Wilpinjong Coal Pty Ltd

Directors’ Report
The directors present their report together with the financial report of Wilpinjong Coal Pty Ltd (the “Company”) for the year ended
December 31, 2020 and the auditors’ report thereon.
Directors
The directors of the Company at any time during or since the end of the financial year are:
S Hedges (resigned 10 April 2020)
B Haas
F Kruger (appointed 10 April 2020)
Principal activities
The principal activity of the Company during the year was operating a thermal coal mine in New South Wales. There were no
significant changes in the nature of the activities of the Company during the financial year.
Dividends
No dividends were paid or declared by the Company during the financial year (2019: $Nil).

A fully franked $22,500,000 dividend was declared and paid on 25 March 2021 to the Company's parent PIC Acquisition
Corp.
Review of operations
The Company recorded a net profit after income tax of $73,012,000 for the year ended December 31, 2020 (2019: net profit after
income tax $163,221,000 ).
Significant changes in the state of affairs
Coronavirus outbreak:
On March 11, 2020, the COVID-19 outbreak was declared a pandemic by the World Health Organization. The global impact on
economic activity has severely curtailed demand for numerous commodities. Within the global coal industry, supply and demand
disruptions have been widespread as the COVID-19 pandemic has forced lockdowns and restrictions. Coal mining in Australia has
been designated as an essential business to support coal-fueled electric power generation and critical steelmaking needs. Mining
operations at Wilpinjong have continued throughout the reporting period with the Company experiencing stable demand for
product, with any downturn in profits driven by current global coal pricing conditions.
While the ultimate impacts of the COVID-19 pandemic on the Company’s business are unknown, the Company expects continued
interference with general commercial activity, which may further negatively affect both demand and prices for the Company’s
products. The Company also faces disruption to supply chain and distribution channels, potentially increasing its costs of
production, storage and distribution, and potential adverse effects to the Company’s workforce, each of which could have a
material adverse effect on the Company’s business, financial condition or results of operations. Given the uncertainties with
respect to future COVID-19 developments, including the duration, severity and scope, as well as the necessary government actions
to limit the spread, the Company is unable to estimate the full impact of the pandemic on its business, financial condition, results
of operations or cash flows at this time.
Corporate Structure:
The ultimate parent company of the Company, Peabody Energy Corporation (PEC), undertook a process to explore and evaluate
various strategic financing alternatives. In connection with considering various options to enhance its financial flexibility, the
Company subdivided its ordinary shares into 1,202 ordinary shares and a wholly owned subsidiary of PEC has acquired 100% of
the ordinary share capital of the Company. As part of this transaction, Peabody Energy Australia Pty Ltd paid to the Company
US$100M cash as partial repayment of an intercompany receivable from Peabody Energy Australia Pty Ltd, with the balance of its
intercompany payables and receivables forgiven.
As part of this transaction, the Company was also released from being a sub-servicer to the PEC Accounts Receivable
Securitisation program. The Company has resumed collecting all trade receivable positions under normal invoice terms going
forward.
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Directors’ Report (continued)
Issue of Bank Guarantee
During July 2020, the Company issued a bank guarantee for $50 million Australian dollars as a performance guarantee in
favour of the Company’s largest customer. Under the terms of the coal supply agreement, the customer may unilaterally
demand such a guarantee at any time. The coal supply agreement and an associated step-in deed also require the Company to
maintain compliance with certain covenants and restrictions. In the event of noncompliance, the customer may exercise
contractual step-in rights to appoint a receiver to operate the mine within the parameters of the coal supply agreement and
step-in deed. As at the date of signing this report the Company is in compliance with the terms of these contractual
arrangements.
There were no other significant changes in the state of affairs of the Company during the year ended December 31, 2020.

Matters subsequent to the end of the financial year

Refinancing Transactions
On January 29, 2021 (the Settlement Date), the ultimate parent PEC completed a series of debt refinancing transactions to, among
other things, provide PEC with maturity extensions and covenant relief, while allowing it to maintain sufficient operating liquidity
and financial flexibility. The Refinancing Transactions included a senior notes exchange and related consent solicitation, a
revolving credit facility exchange, and various amendments to Peabody’s existing debt agreements. The Refinancing Transactions
resulted in the incurrence of approximately $400 million of long-term debt by the Co-Issuer’s, which includes the parent of the
Company, PIC AU Holdings LLC, and the designation of the Company's assets as collateral for the debt.

Dividend
A dividend of $22,500,000 on Ordinary shares was declared and paid on 25 March 2021, fully franked for tax purposes.
No other matters or circumstances, other than those disclosed above, have arisen since December 31, 2020 that have significantly
affected, or may significantly affect:
(a)

The Company’s operations in future financial years; or

(b)

The results of those operations in future financial years; or

(c)

The Company’s state of affairs in future financial years.

Likely developments and expected results of operations
Other than the impact of COVID-19 noted in the significant changes in the state of affairs above no other information on likely
developments in the operations of the Company and the expected results of operations has not been included in this report because
the directors believe it would be likely to result in unreasonable prejudice to the Company.
Environmental regulation and performance
The Company’s mining and exploration operations are subject to environmental regulation under State and Commonwealth laws.
The Company has experienced the following performance issues during the reporting period and subsequently:
On 9 and 19 February 2020, the Company reported to the NSW Environment Protection Authority 2 uncontrolled releases of mine
water into an adjacent water course as a result of high intensity rainfall events. The NSW Environment Protection Authority as
reviewed the report and noted that the Company generally complied with the Wilpinjong Coal Surface Water Management Plan.
As such, no further action is required.
On 6 July 2020 the Company reported to the Department of Planning, Industry and Environment regarding a blast that produced
fume. The report was reviewed by the Department with no further action required.
On 11 July 2020, an overburden blast produced a ground vibration level which marginally exceeded Wilpinjong’s agreed limits.
The non-compliance was assessed by the NSW Department of Planning, Industry and Environment with no further action
required.

On 11 November 2020, an overburden blast produced a ground vibration level which marginally exceeded Wilpinjong’s agreed
limits. The non-compliance was assessed by the NSW Department of Planning, Industry and Environment with a warning letter
issued. No further enforcement action was considered necessary.
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Directors’ Report (continued)
Environmental regulation and performance (continued)

On 30 November 2020, the Company reported to the NSW Environment Protection Authority an overpressure level that was
recorded in relation to an overburden blast. The Company continues to update the relevant authorities on this incident.
Other than as disclosed above, there have been no significant known breaches of the Company’s environmental obligations
imposed by local, state and federal laws to the knowledge and belief of Management.

Indemnification and insurance of directors and officers
During the financial year, a related party paid premiums in respect of Directors’ and Officers’ Liability and Legal Expenses
insurance contracts. The insurance contracts insure against certain liabilities (subject to exclusions) for persons who are or have
been directors or officers of the Company. The nature of the liabilities indemnified and the premium payable are not disclosed.

Auditor
Ernst & Young continues in office in accordance with section 327 of the Corporations Act 2001.

Non-audit services
Non-audit services were provided by the Company’s auditor, Ernst & Young. The directors are satisfied that the provision of nonaudit services is compatible with the general standard of independence for audits imposed by the Corporations Act 2001. The
nature and scope of each type of non-audit service means that auditor independence was not compromised.
Signed in accordance with a resolution of the directors.

B Haas
Director
Date: 31 March 2021
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Financial Report
This financial report covers Wilpinjong Coal Pty Ltd as an individual entity (the “Company”). All amounts in this financial report
are stated in Australian dollars unless stated otherwise.
Wilpinjong Coal Pty Ltd is a company limited by shares, incorporated and domiciled in Australia. Its registered office and
principal place of business is:
Wilpinjong Coal Pty Ltd
100 Melbourne Street
South Brisbane QLD 4101
A description of the nature of the Company's operations and its principal activities is included in the directors' report starting on
page 1, which is not part of this financial report.
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Statement of comprehensive income
For the year ended December 31, 2020

Notes

Revenue from contracts with customers
Cost of sales
Gross profit
Other income
Administrative expenses
Depreciation and amortisation
Finance costs
Foreign exchange (losses)/gains
Profit before tax
Income tax expense
Profit for the period

2019
$’000

5
7(a)

565,258
(396,767)
168,491

755,392
(471,377)
284,015

6

522
(1,109)
(50,170)
(4,026)
(9,460)
104,248
(31,236)
73,012

370
(1,445)
(47,642)
(3,975)
(2,276)
229,047
(65,826)
163,221

—
73,012

—
163,221

14,15
8
7(b)
9(a)

Other comprehensive income/(loss) for the period after tax
Total comprehensive income for the period

2020
$’000

The above statement of comprehensive income should be read in conjunction with the accompanying notes.
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Statement of financial position
As at December 31, 2020

Notes

2020

2019

$’000

$’000

Assets
Current assets
Cash and cash equivalents

10

139,228

—

Trade and other receivables
Trade and other receivables – intercompany

11
11

28,836
46,327

9,584
724,514

Inventories
Other assets

12
13

40,711
4,817

35,125
3,277

259,919

772,500

Total current assets
Non-current assets
Trade and other receivables

1,160

1,186

9(c)
14

11

33,499
336,273

31,136
322,344

15
13

4,042
10
374,984
634,903

22,447
10
377,123
1,149,623

16
16
17
15

49,302
45,195
33,042
2,554
130,093

51,284
662,594
30,033
5,659
749,570

Non-current liabilities
Provisions

17

82,032

74,476

Other non-current liabilities

15

Deferred tax asset
Property, plant and equipment
Right of use assets
Other assets
Total non-current assets
Total assets
Liabilities
Current liabilities
Trade and other payables
Trade and other payables – intercompany
Provisions
Other current liabilities
Total current liabilities

1,678

1,358

Total non-current liabilities
Total liabilities

83,710
213,803

75,834
825,404

Net assets

421,100

324,219

1
(864,439)
1,285,538
421,100
—
421,100

—
(888,307)
1,212,526
324,219
—
324,219

Equity
Equity attributable to equity holders of Wilpinjong Coal Pty Ltd
Contributed equity
18(a)
Reserves
Retained earnings
Capital and reserves attributable to owners of Wilpinjong Coal Pty Ltd
Non-controlling interests
Total equity

The above statement of financial position should be read in conjunction with the accompanying notes.
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Statement of changes in equity
For the year ended December 31, 2020

Notes

Contributed
equity

Reserves

Retained
Earnings

Total equity

$’000

$’000

$’000

$’000

At 1 January 2019
Adoption of AASB 16 Leases
Restated 1 January 2019

—
—
—

(738,529)
—
(738,529)

1,049,451
(146)
1,049,305

310,922
(146)
310,776

Total comprehensive income for the year:
Profit for the year
Total comprehensive income for the year

—
—

—
—

163,221
163,221

163,221
163,221

Transactions with owners in their capacity as owners:
Fair value adjustment
22(b)
Intercompany debt forgiveness
22(b)
At 31 December 2019

—
—
—

(150,199)
421
(888,307)

—
—
1,212,526

(150,199)
421
324,219

At 1 January 2020

—

(888,307)

1,212,526

324,219

1

—

—

1

Total comprehensive income for the year:
Profit for the year

—

—

73,012

73,012

Total comprehensive income for the year

1

—

73,012

73,013

—
—

594,740
(570,872)

—
—

594,740
(570,872)

1

(864,439)

1,285,538

421,100

Share issue

Transactions with owners in their capacity as owners:
Fair value adjustment
Intercompany debt forgiveness

22(b)
22(b)

At 31 December 2020

The above statement of changes in equity should be read in conjunction with the accompanying notes.
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Wilpinjong Coal Pty Ltd
Statement of cashflows
For the year ended December 31, 2020
2020
$’000

2019
$’000

568,741
(430,462)
7
(2,430)
135,856

779,472
(500,312)
—
(1,839)
277,321

Cash flows from investing activities
Payments for property, plant and equipment
Proceeds from sale of property, plant and equipment
Net cash flows used in investing activities

(31,664)
1,026
(30,638)

(40,228)
38
(40,190)

Cash flows from financing activities
Funds advanced to/(received from) related parties
Payment of principal portion of lease liabilities
Net cash flows from/(used in) financing activities

42,726
(8,716)
34,010

(213,531)
(23,600)
(237,131)

139,228
—
139,228

—
—
—

Notes
Cash flows from operating activities
Cash receipts from customers
Cash paid to suppliers and employees
Interest received from third parties
Borrowing costs paid to third parties
Net cash flows from operating activities

24

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the financial year
Cash and cash equivalents at the end of the financial year

10

The above statement of cash flows should be read in conjunction with the accompanying notes.
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Wilpinjong Coal Pty Ltd
Notes to the financial statements
For the year ended 31 December 2020

1.

Summary of significant accounting policies

The Company is a for-profit private sector entity that is not publicly accountable.
The principal accounting policies adopted in the preparation of the financial report are set out below. These policies have been
consistently applied to all the years presented, unless otherwise stated. The financial report includes financial statements for the
Company consisting of Wilpinjong Coal Pty Ltd (the “Company”). The financial report of the Company for the year ended
December 31, 2020 was authorised for issue in accordance with a resolution of the directors.
(a)

Basis of preparation

These general purpose financial statements have been prepared in accordance with the requirements of the Corporations Act 2001,
Australian Accounting Standards, and other authoritative pronouncements of the Australian Accounting Standards Board. The
financial statements of the Company also comply with International Financial Reporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB).
The Company has adopted all of the new and revised Standards and Interpretations issued by the Australian Accounting Standards
Board (“AASB”) that are relevant to its operations in line with the elections made by the Company’s ultimate parent. Refer to Note
1(z) for new accounting standards and interpretations applied.
The financial statements have been prepared on a historical cost basis, except for certain assets, which as noted have been
measured at fair value. The financial statements are presented in Australian dollars, which is the Company’s functional and
presentation currency (refer Note 1(e)). All values are rounded to the nearest thousand ($’000), except when otherwise indicated.
The preparation of financial statements in conformity with Australian Accounting Standards requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying the Company’s accounting
policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are
significant to the financial statements are disclosed in Note 3.
Going concern
As at December 31, 2020, the Company reported net current assets of $129,826,000 and net assets of $421,100,000.
During the period, the Company subdivided its ordinary shares into 1,202 ordinary shares and a wholly owned subsidiary of
Peabody Energy Corporation (PEC) acquired 100% of the ordinary share capital of the Company. As part of this transaction,
Peabody Energy Australia Pty Ltd paid to the Company US$100M cash as partial repayment of an intercompany receivable from
Peabody Energy Australia Pty Ltd, with the balance of its intercompany payables and receivables forgiven.
Subsequent to the restructure Wilpinjong has it's own bank account for managing cash flows from operations independently from
the Australian group's operations, no longer having access to the Australian group's central treasury function cash function. The
Company was also released from being a sub-servicer to the PEC Accounts Receivable Securitisation program and has resumed
collecting all trade receivable positions under normal invoice terms.
In considering the going concern assessment the Director's have considered Wilpinjong's financial position as a stand alone entity
noting the following as at 31 December 2020:

•
•
•
•
•

Cash at bank of $139,228,000
Net current assets of $129,826,000
Net assets of $421,100,000

Net profit after tax of $73,012,000
Net cash flows from operating activities of $135,856,000

Together, all of these factors indicate that the Company is in a strong financial position to be able to pay its debts as and when they
fall due over the next 12 months. Furthermore, the Company's 2021 budget anticipates a net cash inflow (operating profit less
capital expenditure, working capital and tax) of $48,266,000.
Consideration is also given to the financial standing of the ultimate parent PEC. The Directors have considered the successful
refinancing transactions of the PEC group in January 2021, as well as sensitised PEC’s budget cash flow, covenant forecasts and
available cash flow mitigations, and believe that PEC will continue as a going concern and will be able to meet its debts and
obligations as they become due in the ordinary course of business until at least 12 months from the date of this opinion.
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Notes to the financial statements
For the year ended 31 December 2020

1.

Summary of significant accounting policies (continued)

(a)

Basis of preparation (continued)

Going concern (continued)
Accordingly, the Directors consider that the Company is a going concern. The financial report does not include any adjustments
relating to the recoverability and classification of recorded asset amounts or to the amounts and classification of liabilities that
might be necessary should the entity not continue as a going concern.

(b)

Revenue recognition

The Company’s contracts with customers for the sale of goods consist of one performance obligation. Revenue from contracts with
customers is recognised when control of the goods or services are transferred to the customer at an amount that reflects the
consideration to which the Company expects to be entitled in exchange for those goods or services. The Company has concluded
that it is the principal in its revenue arrangements because it controls the goods before transferring them to the customer.
Sale of Coal
Revenue from the sale of coal is recognised at the point in time when control of the coal passes to the customer, which usually
occurs at the time of delivery of the goods to the customer for domestic sales, and at the time that coal is loaded on to a vessel for
export sales. This is specific within each sale contract.
The Company considers whether there are other promises in the contract that are separate performance obligations to which a
portion of the transaction price needs to be allocated. In determining the transaction price for the sale of coal, the Company
considers the effects of variable consideration, the existence of significant financing components, noncash consideration and
consideration payable to the customer (if any).
If the consideration in a contract includes a variable amount, the Company estimates the amount of consideration to which it will
be entitled in exchange for transferring the goods to the customer. The variable consideration is estimated at contract inception
and constrained until it is highly probable that a significant revenue reversal in the amount of revenue recognised will not occur
when the associated uncertainty with the variable consideration is subsequently resolved.
Interest
Revenue is recognised as the interest accrues using the effective interest method. This is a method of calculating the amortised
cost of a financial asset and allocating the interest income over the relevant period using the effective interest rate which is the rate
that exactly discounts estimated future cash receipts through the expected life of the financial asset to the net carrying amount of
the financial asset.
(c)

Income tax

The income tax expense or benefit for the period is the tax payable on the current period’s taxable income based on the applicable
income tax rate for each jurisdiction adjusted by changes in deferred tax assets and liabilities attributable to temporary differences
and to unused tax losses.
Deferred income tax is provided on all temporary differences at the reporting date between the tax bases of assets and liabilities
and their carrying amounts for financial reporting purposes.
Deferred income tax liabilities are recognised for all taxable temporary differences except:
(i)

When the deferred income tax liability arises from the initial recognition of goodwill or of an asset or liability in a
transaction that is not a business combination and that, at the time of the transaction, affects neither the accounting profit
nor taxable profit or loss; or

(ii)

When the taxable temporary difference is associated with investments in subsidiaries, associates or interests in joint
arrangements, and the timing of the reversal of the temporary difference can be controlled and it is probable that the
temporary difference will not reverse in the foreseeable future.
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Notes to the financial statements
For the year ended 31 December 2020

1.

Summary of significant accounting policies (continued)

(c)

Income tax (continued)

Deferred income tax assets are recognised for all deductible temporary differences, carry forward of unused tax assets and unused
tax losses, to the extent that it is probable that taxable profit will be available against which the deductible temporary differences,
and the carry forward of unused tax assets and unused tax losses can be utilised except:
(i)

When the deferred income tax asset relating to the deductible temporary difference arises from the initial recognition of
an asset or liability in a transaction that is not a business combination and, at the time of the transaction, affects neither
the accounting profit nor taxable profit or loss; or

(ii)

When the deductible temporary difference is associated with investments in subsidiaries, associates or interests in joint
arrangements, in which case a deferred tax asset is only recognised to the extent that it is probable that the temporary
difference will reverse in the foreseeable future and taxable profit will be available against which the temporary
difference can be utilised.

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be utilised.
Unrecognised deferred income tax assets are reassessed at each reporting date and are recognised to the extent that it has become
probable that future taxable profit will allow the deferred tax asset to be recovered.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset is
realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting
date.
Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right exists to set off current tax assets against
current tax liabilities and the deferred tax assets and liabilities relate to the same taxable entity and the same taxation authority.
Current and deferred tax is recognised in profit or loss, except to the extent that it relates to items recognised in other
comprehensive income or directly in equity. In the case, the tax is also recognised in other comprehensive income or directly in
equity, respectively.
Consolidated tax group
Peabody Australia Holdco Pty Ltd and its wholly-owned Australian controlled entities together with other Australian entities
ultimately wholly owned and controlled by PEC form the Peabody Australia Holdco Pty Ltd tax consolidated group. The Company
formed part of this group.
Tax expense/benefit, deferred tax liabilities and deferred tax assets arising from temporary differences of the Company are
recognised in these financial statements. Current tax liabilities and assets as well as deferred tax assets arising from unused tax
losses and tax credits are recognised by Peabody Australia Holdco Pty Ltd. Due to the existence of a tax funding arrangement
between the entities in the tax consolidated group, these amounts are recognised as payables to or receivables from Peabody
Australia Holdco Pty Ltd in these financial statements.
Current tax, deferred tax liabilities and deferred tax assets arising from temporary differences are allocated to members of the tax
consolidated group using a ‘group allocation approach”. In this regard temporary differences are measured with reference to the
carrying amount of assets and liabilities and the tax values within the tax consolidated group. Temporary differences are not
recognised for transactions that do not give rise to a tax consequence for the tax consolidated Group. Any current tax liabilities or
assets and unused tax losses of the member entity are assumed by the head entity of the tax consolidated group and are recognised
as amounts payable to/(receivable from) the Parent Entity in accordance with the tax funding arrangement in place. Any difference
in these amounts is recognised by the member entity as an equity contribution from or distribution to the head entity. Deferred tax
assets, other than for tax losses, are recognised by the members to the extent they are recoverable within the Peabody Australia tax
consolidated group.
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Notes to the financial statements
For the year ended 31 December 2020

1.

Summary of significant accounting policies (continued)

(d)

Goods and services tax

Revenues, expenses and assets are recognised net of the amount of GST except:
(i)

When the GST incurred on a purchase of goods and services is not recoverable from the taxation authority, in which case
the GST is recognised as part of the cost of acquisition of the asset or as part of the expense item as applicable; and

(ii)

Receivables and payables, which are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the
statement of financial position.
Cash flows are included in the statement of cash flows on a gross basis and the GST component of cash flows arising from
investing and financing activities, which is recoverable from, or payable to, the taxation authority is classified as part of operating
cash flows.
Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the taxation authority.
(e)

Foreign currency translation

(i)

Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the primary economic environment
in which the entity operates (“the functional currency”). The financial statements are presented in Australian dollars, which is the
Company’s functional and presentation currency.
(ii)

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year
end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the statement of
comprehensive income.
Non-monetary items are measured in terms of historical cost in a foreign currency by applying the exchange rate as at the date of
the initial transaction. Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates at
the date when the fair value was determined.
(f)

Leases

The Company determines if an arrangement is or contains a lease at inception. That is, if the contract conveys the right to control
the use of an identified asset for a period of time in exchange for consideration. From 1 January 2019, leases are recognised as a
right-of-use asset and a corresponding liability at the date at which the leased asset is available for use by the Company.
Right of use assets
Right of use assets (ROU) represent the Company’s right to use an underlying asset for the lease term. The Company recognises
right of use assets at the commencement date of the lease (i.e., the date the underlying asset is available for use).
Right of use are measured at cost, less any accumulated depreciation and impairment losses, and adjusted for any remeasurement
of lease liabilities. The cost of right of use assets includes the amount of lease liabilities recognised, initial direct costs incurred, an
estimate of costs to be incurred by the Company in dismantling and removing the underlying asset, restoring the site on which it is
located or restoring the underlying asset to the condition required by the terms and conditions of the lease, and lease payments
made at or before the commencement date less any lease incentives received. Unless the Company is reasonably certain to obtain
ownership of the leased asset at the end of the lease term, the recognised right of use assets are depreciated on a straight-line basis
over the shorter of its estimated useful life and the lease term. Right of use assets are subject to impairment testing.
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Notes to the financial statements
For the year ended 31 December 2020

1.

Summary of significant accounting policies (continued)

(f)

Leases (continued)

Lease liabilities
Lease liabilities represent the Company’s obligation to make lease payments arising from the lease. Lease liabilities are recognised
at the lease commencement date based on the present value of lease payments over the lease term. For the purpose of calculating
such present values, lease payments include fixed payments (including in-substance fixed payments) less any lease incentives
receivable, components that vary based upon an index or rate, using the prevailing index or rate at the commencement date, and
exclude components that vary based upon other factors. The Company’s lease terms may include options to extend or terminate the
lease. Lease payments also include the exercise price of a purchase option when it is reasonably certain that the Company will
exercise such options and payments of penalties for terminating a lease, if the lease term reflects the Company exercising the
option to terminate. The variable lease payments that do not depend on an index or a rate are recognised as expense in the period in
which the event or condition that triggers the payment occurs.
The Company uses its incremental borrowing rate based on the information available at commencement date in determining the
present value of lease payments, if the interest rate implicit in the lease is not readily determinable. After the commencement date,
the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments made. In addition,
the carrying amount of lease liabilities is remeasured if there is a modification, a change in the lease term, a change in the insubstance fixed lease payments or a change in the assessment to purchase the underlying asset.
Short-term leases and leases of low-value assets
The Company applies the short-term lease recognition exemption to its short-term leases of machinery and equipment (i.e., those
leases that have a lease term of 12 months or less from the commencement date and do not contain a purchase option). It also
applies the lease of low-value assets recognition exemption to leases of office equipment that are considered of low value (being
less than $5,000). Lease payments on short-term leases and leases of low-value assets are recognised as expense on a straight-line
basis over the lease term.
(g)

Impairment of non-financial assets

The Company conducts an annual internal review for indicators of impairment. The carrying values of capitalised exploration and
evaluation expenditure, mine development, coal reserves and property, plant and equipment are assessed for impairment when
indicators of such impairment exist. External factors, such as changes in expected future processes, technology and economic
conditions, are also monitored to assess for indicators of impairment. If any indication of impairment exists, an estimate of the
asset's recoverable amount is calculated. An impairment loss is recognised for the amount by which the asset's carrying amount
exceeds its recoverable amount. Recoverable amount is the higher of an asset's fair value less costs of disposal and value in use.
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable cash
inflows that are largely independent of the cash inflows from other assets or groups of assets (cash-generating units).
Non-financial assets that have previously recognised impairment losses are tested for possible reversal of the impairment whenever
events or changes in circumstances indicate that the impairment may have reversed. The reversal is limited so that the carrying
amount of the asset does not exceed its recoverable amount or the original carrying amount, net of depreciation. Impairment losses
and reversal of impairment losses are recognised in the statement of comprehensive income.
(h)

Cash and cash equivalents

For purposes of the statement of cash flows, cash and cash equivalents includes short-term, highly liquid investments which are
readily convertible to cash on hand and are subject to an insignificant risk of changes in value, net of outstanding bank overdrafts.
Bank overdrafts are shown within borrowings in current liabilities on the statement of financial position.
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1.

Summary of significant accounting policies (continued)

(i)

Trade and other receivables

Trade receivables are initially recognised at their transaction price and other receivables at fair value. Receivables that are held to
collect contractual cash flows and are expected to give rise to cash flows representing solely payments of principal and interest
(“SPPI”) are classified and subsequently measured at amortised cost. Receivables that do not meet the criteria for amortised cost
are measured at fair value through profit or loss (“FVTPL”).
As part of the corporate restructuring transaction, the Company was released from being a sub-servicer to the Accounts Receivable
Securitisation program "the program". This program saw certain trade receivable positions being settled in full at the date of
transaction via a related party rather than normal invoice terms. The Company will resume collecting all trade receivable positions
under normal invoice terms going forward.
An impairment analysis is performed at each reporting date to measure expected credit losses. The provision rate reflects
supportable information that is available at the reporting date about past events and current conditions including loss patterns,
customer type and coverage by letters of support.
(j)

Inventories

Finished goods and work in progress inventories have been valued at the lower of cost and estimated net realisable value. In
determining cost, an absorption basis is used including variable costs and an appropriate portion of fixed overheads, depreciation
and amortisation. Average costs over the relevant period of production are assigned to reporting date inventory quantities.
Consumables and spares have been valued at weighted average cost. Obsolete or damaged inventories are valued at net realisable
value. A regular and ongoing review is undertaken to establish the extent of surplus items, and a provision is made for any
potential loss on their disposal.
Net realisable value is the estimated selling price in the ordinary course of business, less estimated cost of completion and
estimated costs necessary to make a sale.
(k)

Financial assets

Initial recognition and measurement
The Company initially measures a financial asset at its fair value plus, in the case of a financial asset not at fair value through
profit or loss, transaction costs with the exception of trade receivables that do not contain a significant financing component or for
which the Company has applied the practical expedient. Trade receivables that do not contain a significant financing component or
for which the Company has applied the practical expedient are measured at the transaction price determined under AASB 15.
Refer to the accounting policies in Note 1 (i) Trade and other receivables.
Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value through other
comprehensive income (“OCI”) and fair value through profit or loss. The classification of financial assets at initial recognition
depends of the financial asset’s contractual cash flow characteristics and the Company’s business model for managing them.
Subsequent measurement
For the purposes of subsequent measurement, financial assets are classified into the following four categories.
(i)

Financial assets at amortised cost

The Company measures financial assets at amortised cost if both the following conditions are met:
•
•

The financial asset is held within a business model with the objective to hold financial assets in order to collect contractual cash
flows; and
The contractual terms of the financial asset give rise of specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.
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1.

Summary of significant accounting policies (continued)

(k)

Financial assets (continued)

Subsequent measurement (continued)
(i)

Financial assets at amortised cost (continued)

Financial assets at amortised cost are subsequently measured using the effective interest (“EIR”) method and are subject to
impairment. Gains and losses are recognised in profit and loss when the asset is derecognised, modified or impaired.
The Company’s financial assets at amortised cost includes trade and other receivables and certain receivables from related parties.
(ii)

Financial assets at fair value through OCI (debt instruments)

The Company measures debt instruments at fair value through OCI if both of the following conditions are met:
• The financial asset is held within a business model with the objective of both holding to collect contractual cash flows and
selling; and
• The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.
For debt instruments at fair value through OCI, interest income, foreign exchange revaluation and impairment losses or reversals
are recognised in the statement of comprehensive income and computed in the same manner as for financial assets measured at
amortised cost. The remaining fair value changes are recognised in OCI. Upon derecognition, the cumulative fair value change
recognised in OCI is recycled to profit or loss.
The Company currently doesn’t hold any financial assets held at fair value through OCI.
(iii)

Financial assets at fair value through OCI (equity instruments)

Upon initial recognition, the Company can elect to classify irrevocably its equity investment as equity instruments designated at
fair value through OCI when they meet the definition of equity under AASB 132 Financial Instruments: Presentation and are not
held for trading. The classification is determined on an instrument-by-instrument basis.
Gains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised as other income in the
statement of comprehensive income when the right of payment has been established, except when the Company benefits from such
proceeds as a recovery of part of the cost of the financial asset, in which case, such gains are recorded in OCI. Equity instruments
designated at fair value through OCI are not subject to impairment assessment.
(iv)

Financial assets at fair value through profit or loss (FVTPL)

Financial assets at fair value through profit or loss include financial assets designated upon initial recognition at fair value through
profit or loss, or financial assets mandatorily required to be measured at fair value. Financial assets with cash flows that are not
solely payments of principal and interest are classified and measured at fair value through profit or loss, irrespective of the
business model. Notwithstanding the criteria for debt instruments to be classified at amortised cost or at fair value through OCI, as
described above, debt instruments may be designated at fair value through profit or loss on initial recognition if doing so
eliminates, or significantly reduces, an accounting mismatch.
Financial assets at fair value through profit or loss are carried in the statement of financial position at fair value with changes in the
fair value recognised in the statement of comprehensive income, or for certain intercompany loans between entities under common
control, recognised in an equity reserve.
This category includes derivative instruments and listed equity investments which the Company had not irrevocably elected to
classify at fair value through OCI. Dividends on listed equity investments are also recognised as other income in the statement of
comprehensive income when the right of payment has been established.
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Summary of significant accounting policies (continued)

(k)

Financial assets (continued)

(iv)

Financial assets at fair value through profit or loss (FVTPL) (continued)

A derivative embedded in a hybrid contract, with a financial liability or non-financial host, is separated from the host and
accounted for as a separate derivative if: the economic characteristics and risks are not closely related to the host; a separate
instrument with the same terms as the embedded derivative would meet the definition of a derivative; and the hybrid contract is not
measured at fair value through profit or loss. Embedded derivatives are measured at fair value with changes in fair value
recognised in profit or loss.
Reassessment only occurs if there is either a change in the terms of the contract that significantly modifies the cash flows that
would otherwise be required or a reclassification of a financial asset out of the fair value through profit or loss category.
A derivative embedded within a hybrid contract containing a financial asset host is not accounted for separately. The financial
asset host together with the embedded derivative is required to be classified in its entirety as a financial asset at fair value through
profit or loss.
Derecognition
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is primarily
derecognised (i.e. removed from the Company’s statement of financial position) when:
•
•

The rights to receive cash flows from the asset have expired; or
The Company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the received
cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and either (a) the Company has
transferred substantially all the risks and rewards of the asset; or (b) the Company has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.

Fair Value
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The Company uses valuation techniques that are appropriate in the circumstances and for
which sufficient data is available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.
The fair values of quoted investments are based on current bid prices. If the market for a financial asset is not active, the Company
establishes fair value by using valuation techniques utilising inputs such as recent arm’s length transactions, reference to other
instruments that are substantially the same, discounted cash flow analysis, and option pricing models making maximum use of
market inputs and relying as little as possible on entity-specific inputs.
Impairment
The Company recognises an allowance for expected credit losses (“ECLs”) for all debt instruments not held at fair value through
profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance with the contract and all the
cash flows that the Company expects to receive, discounted at an approximation of the original effective interest rate. The
expected cash flows will include cash flows from the sale of collateral held or other credit enhancements that are integral to the
contractual terms.
For debt instruments at fair value through OCI, the Company applies the low credit risk simplification. At every reporting date,
the Company evaluates whether the debt instrument is considered to have low credit risk using all reasonable and supportable
information that is available without undue cost or effort. In making that evaluation, the Company reassesses the internal credit
rating of the debt instrument.
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1.

Summary of significant accounting policies (continued)

(l)

Property, plant and equipment

Property, plant and equipment is stated at historical cost less accumulated depreciation and any accumulated impairment losses.
Such cost includes the cost of replacing parts that are eligible for capitalisation when the cost of replacing the parts is incurred.
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is
probable that future economic benefits associated with the item will flow to the Company and the cost of the item can be measured
reliably. All other repairs and maintenance are charged to the statement of comprehensive income during the financial period in
which they are incurred. Where items of plant and equipment have separately identifiable components which are subject to regular
replacement, those components are assigned useful lives distinct from the item of plant and equipment to which they relate.
Property, plant and equipment (excluding freehold land), are depreciated over their useful economic lives, the life of the mine or
the life of the asset whichever is shorter. Indicative useful lives are as follows:
Fixed asset type
Buildings
Property, plant and equipment
Leased plant and equipment
Mine development
Coal reserves and resources
Rehabilitation asset

Average useful life
20-25 years
3-25 years
1-5 years (lease term)
Life of mine/panel (as appropriate)
Life of mine
Life of mine

Method
Straight line
Straight line
Straight line
Units of production
Units of production
Units of production

The asset’s residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date.
An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount (Note 1(g)).
An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected from its
use or disposal. Gains and losses on derecognition are determined by comparing disposal proceeds with carrying amounts and are
included in the statement of comprehensive income.
(m)

Stripping activity assets

Production phase
As part of its mining operations, the Company incurs stripping (waste removal) costs both during the development phase and
production phase of its operations. Stripping costs incurred in the development phase of a mine, before the production phase
commences (development stripping), are capitalised as part of the cost of constructing the mine and subsequently amortised over
its useful life using a units of production method. The capitalisation of development stripping costs ceases when the mine/
component is commissioned and ready for use as intended by management.
Stripping costs incurred during the production phase are generally considered to create two benefits, being either the production of
inventory or improved access to the ore to be mined in the future. Where the benefits are realised in the form of inventory
produced in the period, the production stripping costs are accounted for as part of the cost of producing those inventories. Where
the benefits are realised in the form of improved access to ore to be mined in the future, the costs are recognised as a non-current
asset, referred to as a stripping activity asset, if the following criteria are met:
(i)
(ii)
(iii)

Future economic benefits (being improved access to the ore body) are probable;
The component of the ore body for which access will be improved can be accurately identified; and
The costs associated with the improved access can be reliably measured.

If all of the criteria are not met, the production stripping costs are charged to the statement of comprehensive income as operating
costs as they are incurred.
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Summary of significant accounting policies (continued)

(m)

Stripping activity assets (continued)

The stripping activity asset is initially measured at cost, which is the accumulation of costs directly incurred to perform the
stripping activity that improves access to the identified component of ore, plus an allocation of directly attributable overhead costs.
The stripping activity asset is subsequently depreciated using the units of production method over the life of the identified
component of the ore body that became more accessible as a result of the stripping activity.
Economically recoverable reserves, which comprise proven and probable reserves, are used to determine the expected useful life of
the identified component of the ore body. The stripping activity asset is then carried at cost less depreciation and any impairment
losses.
Development phase
Waste removal in the development phase of a mine is capitalised as part of mine development (refer note 1(n)).
(n)

Mine development costs and coal reserves

Mine development costs and reserves represent the accumulation of all development costs, including coal reserves, rights and
properties acquired for consideration in relation to areas of interest in which mining of a coal resource has commenced.
Where further development costs are incurred in respect of an area of interest after the commencement of production, such costs
are carried forward only when substantial future economic benefits are thereby established, otherwise such expenditure is
classified as part of cost of production.
Mine development costs and coal reserves are amortised over the life of an area of interest based on the rate of depletion of
economically recoverable reserves.
(o)

Exploration and evaluation expenditure

Exploration and evaluation costs, net of revenue representing recoupment of such costs, are accumulated in respect of each
separate area of interest. Such costs are carried forward where they are expected to be recouped through successful development
and exploitation, or sale, of the area of interest or where activities in the area of interest have not yet reached a stage which permits
reasonable assessment of the existence of economically recoverable reserves but active and significant activities are continuing.
The ultimate recoupment of costs related to areas of interest in the exploration and/or evaluation phase is dependent on the
successful development and commercial exploitation or sale of the relevant areas.
Where it is decided to abandon an area of interest, costs carried forward in respect of that area are written off in full in the year in
which the decision is taken.
(p)

Trade and other payables

Liabilities are recognised for amounts to be paid in the future for goods and services received, whether or not billed to the
Company.
Payables to related parties are carried at the principal amount. The amounts are unsecured.
(q)

Borrowings

Borrowings are initially recognised at fair value, net of directly attributable transaction costs incurred. Borrowings are
subsequently measured at amortised cost. Any difference between the proceeds (net of transaction costs) and the redemption
amount is recognised in the statement of comprehensive income over the period of the borrowings using the effective interest
method. Borrowings are classified as current liabilities unless the Company has an unconditional right to defer settlement of the
liability for at least 12 months after the reporting date.

18

Wilpinjong Coal Pty Ltd
Notes to the financial statements
For the year ended 31 December 2020

1.

Summary of significant accounting policies (continued)

(r)

Borrowing costs

Borrowing costs are recognised as expenses in the period to which they relate.
Where borrowing costs are directly attributable to the acquisition, development or construction of a qualifying asset (a qualifying
asset is one that necessarily takes a substantial period of time to get ready for its intended use or sale) they are included in the cost
of non-current assets constructed by the Company as they would have been avoided if the expenditure on the construction of the
assets had not been made. Borrowing costs incurred while active construction is interrupted for extended periods are recognised as
expenses.
(s)

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of past transactions or
other past events, it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation
and a reliable estimate can be made of the amount of the obligation.
Provisions are measured at the present value of management’s best estimate of the expenditure required to settle the present
obligation at the reporting date. The discount rate used to determine the present value is a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability. The increase in the provision due to the passage of
time is recognised as finance cost.
(t)

Rehabilitation and restoration costs

The Company records the present value of estimated costs of legal and constructive obligations required to restore operating
locations in the period in which the obligation is incurred. The nature of these restoration activities includes dismantling and
removing structures, rehabilitating mines and tailings dams, dismantling operating facilities, closure of plant and waste sites, and
restoration, reclamation and re-vegetation of affected areas.
The obligation generally arises when the asset is installed or the ground / environment is disturbed at the production location.
When the liability is initially recognised, the present value of the estimated cost is capitalised by increasing the carrying amount of
the related mining assets to the extent that it was incurred prior to the production of coal. Over time, the discounted liability is
increased for the change in present value based on the discount rates that reflect current market assessments and the risks specific
to the liability.
The periodic unwinding of the discount is recognised in the statement of comprehensive income as a finance cost. Additional
disturbances or changes in rehabilitation costs will be recognised as additions or changes to the corresponding assets and
rehabilitation liability when they occur.
Where any decrease in the rehabilitation liability exceeds the carrying amount of the asset, the excess is recognised in profit or
loss. If an adjustment to the rehabilitation liability results in an addition to the cost of an asset, the Company considers whether this
is an indication that the new carrying amount of the asset may not be fully recoverable. If it is such an indication, the Company
tests the asset for impairment by calculating its recoverable amount, and accounts for any impairment loss (refer to Note 1(g)).
(u)

Employee entitlements

(i)

Wages and salaries, annual leave and sick leave

Liabilities for wages and salaries, annual leave and sick leave are recognised and are measured at the amounts unpaid at the
reporting date at rates expected to be paid when the liability is settled. Employee benefit on-costs, including payroll tax, are
recognised and included in employee benefit liabilities and costs when the employee benefits to which they relate are recognised as
liabilities.
(ii)

Profit-sharing and bonus plans

The Company recognises a liability and an expense for bonuses and profit-sharing based on a formula that takes into consideration
the profit attributable to the Company’s shareholders after certain adjustments. The Company recognises a provision where
contractually obliged or where there is a past practice that has created a constructive obligation.
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Summary of significant accounting policies (continued)

(u)

Employee entitlements (continued)

(iii)

Termination benefits

Termination benefits are payable when employment is terminated before the normal retirement date, or when an employee accepts
redundancy in exchange for these benefits. The Company recognises termination benefits when it is demonstrably committed to
either terminating the employment of current employees according to a detailed formal plan without possibility of withdrawal or
providing termination benefits as a result of an offer made to encourage redundancy. Benefits falling due more than 12 months
after the reporting date are discounted to present value.
(v)

Long service leave

The liability for long service leave is recognised and measured as the present value of expected future payments to be made in
respect of services provided by employees up to the reporting date using the projected unit credit method. Consideration is given
to expected future wage and salary levels, experience of employee departures, and periods of service. Expected future payments
are discounted using market yields at the reporting date on high quality corporate bonds with terms to maturity and currencies that
match, as closely as possible, the estimated future cash outflows.
Certain of the Company’s long service leave obligations are funded by the Coal Mining Industry (Long Service Leave Funding)
Corporation (Funding Corporation). Under the terms of the Coal Mining Industry (Long Service Leave Funding) Act 1992, the
Company is required to make monthly contributions to the Funding Corporation. When an eligible employee takes long service
leave, the Company will pay the employee their entitlement and then claim monies paid back from the Funding Corporation. At
31 December 2020 and 31 December 2019, the Company has recorded its long service leave liability payable to employees
separate from funds to be reimbursed from the Funding Corporation.
(v)

Other financial liabilities

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans and
borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.
Financial liabilities are initially recognised at fair value of consideration and in the case of loans and borrowings, net of directly
attributable transaction costs. Financial liabilities at amortised cost (loans and borrowings) are subsequently measured at
amortised cost using the EIR method. A financial liability is de-recognised when the obligation under the liability is discharged,
cancelled or expires. Gains and losses on de-recognition are recognised in profit or loss.
Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial position if there is a
currently enforceable legal right to offset the recognised amounts and there is an intention to settle on a net basis, to realise the
assets and settle the liabilities simultaneously.
(w)

Contributed equity

Ordinary share capital is recognised at the fair value of the consideration received by the Company. Incremental costs directly
attributable to the issue of new shares or options are shown in equity as a deduction, net of tax, from the purchase consideration.
(x)

Dividends

Dividends payable in respect of ordinary shares are recognised when a legal obligation to pay the dividend arises, typically
following the declaration and approval of the dividend at a meeting of the directors.
(y)

Class orders applied

The Company is of a kind referred to in the ASIC Corporations (Rounding in Financial/Directors’ Reports) Instrument 2016/191,
issued by the Australian Securities & Investments Commission, relating to the 'rounding off' of amounts in the financial report.
Amounts in the financial report have been rounded off in accordance with that legislative instrument to the nearest thousand
dollars, or in certain cases, to the nearest dollar.
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Summary of significant accounting policies (continued)

(z)

New accounting standards and interpretations

The first time standards, interpretations and amendments, effective for the annual period beginning on or after 1 January 2020, do
not have a material impact on the consolidated financial statements of the Company. The company has not early adopted any
standard, interpretations or amendments that has been issued but is not yet effective.
2.

Financial risk management

The Company’s principal financial liabilities comprise trade and other payables and leasing obligations. The main purpose of these
financial liabilities is to finance the Company’s operations. The Company’s principal financial assets include trade receivables,
trade and other receivables- intercompany and cash and short-term deposits that derive directly from its operations.
The Company is exposed to market risk, credit risk and liquidity risk. The senior management of the Company’s ultimate parent
entity PEC oversees the management of these risks. PEC’s senior management is supported by the Treasury department (Company
Treasury) which advises on financial risks and the appropriate financial risk governance framework for the PEC Group. Company
Treasury identifies, measures and manages financial risk in accordance with the Group’s policies and risk objectives in close cooperation with the PEC Group companies. The Board of Directors of PEC reviews and agrees policies for managing each of these
risks, which are summarised below.
As at December 31, 2020 the Company does not hold any derivatives. All liabilities and assets are held at amortised cost, with the
exception of those assets outlined in note 11 which are held at FVTPL.
Risk exposures and responses
(a)

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market
prices. Market risk comprises three types of risk: interest rate risk, currency risk and other price risk, such as commodity risk.
Market risk is evaluated by PEC in relation to the PEC group (including the Company) utilising a Value at risk (VaR) analysis.
i)

Commodity Price risk

In the ordinary course of business, the Company engages in the sale of coal. The commodity price risk is predominately managed
through the use of long-term coal supply agreements (those with terms longer than one year), rather than through the use of
derivative instruments, with some volumes sold on the spot market. At the date revenue is recognised, certain sales where contract
terms are not yet finalised are provisionally priced, with revenue recognised based on the amount we expect to receive in the
future. At December 31, 2020 there were no unrecognised provisionally priced sales.
ii)

Interest rate risk

The Company’s exposure to interest rate risk is limited to cash and finance lease liabilities in 2020. The interest rates on the
financial liabilities are implicit in the relevant agreements and therefore there is limited exposure to interest rate risk at reporting
dates.
iii)

Currency risk

Foreign currency risk is the risk that the fair value or future cash flows of an exposure will fluctuate because of changes in foreign
exchange rates. The Company's exposure to the risks of changes in foreign currency exchanges relates primarily to the Company's
operating activities being coal sales and cash at bank denominated in United States dollars.
As a result of, on average, 60-75% of coal sales being denominated in United States dollars, the Company can be affected by
movements in the USD/AUD exchange rate. Although around 92% of the cash at bank balance is denominated in USD, the
Company does not hedge proceeds from coal sales denominated in foreign currencies and as such is exposed to foreign currency
risk on these transactions. However, the USD denominated coal sales are generally settled within 7 - 21 days of invoicing and
therefore, the impact on the profit or loss due to changes in the foreign currency denominated trade receivables and trade
receivables – intercompany at period end would be limited to this period.
The impact of a movement in the exchange rate of +/- 5% on the financial assets at year end would be a +$6.8m/-$7.5m impact on
the profit and loss.
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Financial risk management (continued)

(b)

Credit risk

The Company’s concentration of credit risk is substantially with energy and steel producers and marketers. The Company’s policy
is to independently evaluate each customer’s creditworthiness prior to entering into transactions and to constantly monitor the
credit extended.
In the event the Company engages in a transaction with a counterparty that does not meet credit standards, the Company will
protect its position by requiring the counterparty to provide appropriate credit enhancement. When appropriate (as determined by
the credit management function), the Company has taken steps to reduce its credit exposure to customers or counterparties whose
credit has deteriorated and who may pose a higher risk of failure to perform under their contractual obligations. These steps
include obtaining letters of credit or cash collateral, requiring prepayments for shipments or the creation of customer trust accounts
held for the Company’s benefit to serve as collateral in the event of a failure to pay.
Trade receivables – Coal sales
As part of the corporate restructuring transaction, the Company was released from being a sub-servicer to the Accounts Receivable
Securitisation program "the program". This program saw certain trade receivable positions being settled in full at the date of
transaction via a related party rather than normal invoice terms. The Company will resume collecting all trade receivable positions
under normal invoice terms going forward.
The maximum exposure to credit risk at the reporting date is the carrying value of the trade receivables disclosed in Note 11. Of
this balance, 44% is with a related entity which is backed by a letter of support. This is considered in the calculation of
impairment.
An impairment analysis is performed at each reporting date to measure expected credit losses. The provision rate reflects
supportable information that is available at the reporting date about past events and current conditions including loss patterns,
customer type and coverage by letters of support. As at 31 December 2021, the expected credit loss rate is 0%.
(c)

Liquidity risk

The primary source of funding is proceeds from the sale of coal to customers. The primary uses of funding include the cash costs
of coal production, capital expenditures, coal reserve lease and royalty payments, debt service costs, lease payments, postretirement plans, take-or-pay obligations, post-mining retirement obligations, and selling and administrative expenses. The capital
structure of the Company and the PEC group allows the satisfaction of working capital requirements and the funding of capital
expenditures with cash generated from operations and cash available through the central treasury function.
Further information on the Company’s liquidity is disclosed at Note 1(a).
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Financial risk management (continued)

(c)

Liquidity risk (continued)

Maturity analysis of financial assets and liabilities based on management's expectation
Leasing obligations, trade payables and other financial liabilities mainly originate from the financing of assets used in the ongoing
operations such as property, plant, equipment and investments in working capital (e.g. inventories and trade receivables). These
assets are considered in the Company's overall liquidity risk. To monitor existing financial assets and liabilities as well as to
enable an effective controlling of future risks, the Company has established comprehensive risk reporting that reflects
expectations of management of expected settlement of financial assets and liabilities.
The table below summaries the maturity profile of the Company’s financial assets and liabilities:
Year ended 31 December
2020

On
demand
$’000

< 1 year
$’000

1-2 years
$’000

Trade and other
receivables

—

28,836

1,160

—

—

29,996

Trade and other
receivables - intercompany

—

46,327

—

—

—

46,327

—

75,163

1,160

—

—

76,323

—
—

2,554
49,302

1,678
—

—
—

—
—

4,232
49,302

—
—

45,195
97,051

—
1,678

—
—

—
—

45,195
98,729

On
demand
$’000

< 1 year
$’000

1-2 years
$’000

2-5 years
> 5 years
$’000
$’000

Total
$’000

—

9,584

1,186

—

—

10,770

—

724,514

—

—

—

724,514

—

734,098

1,186

—

—

735,284

—
—

5,659
51,284

1,358
—

—
—

—
—

7,017
51,284

—
—

662,594
719,537

—
1,358

—
—

—
—

662,594
720,895

Lease Liabilities

Trade and other payables
Trade and other payables
– intercompany

Year ended 31 December
2019

Trade and other
receivables
Trade and other
receivables - intercompany

Lease Liabilities

Trade and other payables
Trade and other payables
– intercompany

(d)

2-5 years
> 5 years
$’000
$’000

Total
$’000

Net fair values

The Company considers the below fair value measurement hierarchy when measuring financial assets and financial liabilities held at fair
value:
– Level 1 – measurements based upon quoted prices (unadjusted) in active markets for identical assets or liabilities;
– Level 2 – measurements based upon inputs other than quoted prices included within level 1 that are observable for the asset or liability,
either directly (as prices) or indirectly (derived from prices), and
– Level 3 – measurements based on inputs for the asset or liability that are not based on observable market data (unobservable inputs).
The Company only held certain receivables at fair value and are all valued using the Level 3 hierarchy.
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3.

Significant accounting estimates, assumptions and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the circumstances.
The Company makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition, seldom
equal the related actual results. The estimates and assumptions that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year are discussed below.
(i)

Uncertainty of coal reserve and resource estimates

Coal reserve and resource estimates are imprecise and depend partly on statistical inferences drawn from drilling and other data, which
may prove to be different to the original estimates. Future production could differ dramatically from coal reserve estimates for the
following reasons:
•

Formation could be different from that predicted by drilling, sampling and similar examinations;

•

Declines in the market price of coal may render the mining of some or all of the Company’s coal reserves uneconomic; and

•

Increases in mining costs and processing costs could adversely affect coal reserves.

Any of these factors may require the Company to reduce its coal reserve and resource estimates and may impact a number of accounting
estimates including rehabilitation liabilities and depreciation and amortisation. Furthermore, changes may result in asset impairments
and changes.
(ii)

Income taxes

The Company is subject to income taxes in Australia. Significant judgement is required in:
•

Determining the provision for income taxes; and

•

Assessing the recoverability of deferred tax assets in respect of temporary differences at period end.

There are many transactions and calculations for which the ultimate tax determination is uncertain during the ordinary course of business.
Where the final outcome of these matters is different from the amounts that were initially recorded, such differences will impact the
current and deferred tax provisions in the period in which such determination is made.
(iii)

Provision for rehabilitation

Provisions are made for the estimated cost of rehabilitation relating to areas disturbed during the mine’s operation up to reporting date
but not yet rehabilitated. Provision has been made in full for all disturbed areas at the reporting date based on current estimates of costs
to rehabilitate such areas, discounted to their present value based on expected future cash flows. The estimated cost of rehabilitation
includes the current cost of re-contouring, topsoiling and revegetation employing legislative requirements. Changes in estimates are
dealt with on a prospective basis as they arise.
Significant uncertainty exists as to the amount of rehabilitation obligations which may be incurred due to the impact of possible future
changes in environmental legislation. The amount of the provision relating to rehabilitation of mine infrastructure and dismantling
obligations is recognised at the commencement of the mining project and/or construction of the assets where a legal or constructive
obligation exists at that time. The provision is recognised as a liability with a corresponding asset included in mining property and
development assets.
At each reporting date the rehabilitation liability is re-measured in line with changes in discount rates, and timing or amount of the costs
to be incurred. Changes in the liability relating to rehabilitation of mine infrastructure and dismantling obligations are added to or
deducted from the related asset, other than the unwinding of the discount which is recognised as a finance cost in the statement of
comprehensive income as it occurs.
If the change results in a liability that exceeds the carrying amount of the asset, the asset is written-down to nil and the excess is
recognised immediately in the statement of comprehensive income. If the change in the liability results in an addition to the cost of the
asset, the recoverability of the new carrying amount is considered. Where there is an indication that the new carrying amount is not fully
recoverable, an impairment test is performed with the write-down recognised in the statement of comprehensive income in the period in
which it occurs.
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4.

Segment information

The Company operates from one location in the western coalfields of NSW and produces a high-quality thermal coal for domestic and
export markets.
For management purposes, the Company is organised into one operating segment in Australia. All of the Company’s activities are
interrelated, and discrete financial information is reported to senior management as a single segment. Accordingly, all significant
operating decisions are based upon analysis of the Company as one segment. As the Company has only one reportable segment, the
profit for the segment includes all income and expense items of the Company and the assets of the segment include all of the
Company’s assets as at balance date.
5.

Revenue from contracts with customers

Coal sales
Other revenue*

Timing of revenue recognition
Point in time
Point in time

2020
$’000
566,953
(1,695)
565,258

2019
$’000
759,886
(4,494)
755,392

*Revenue associated with provisional pricing features in contracts from customers.
The table below provides information on the geographical location of revenue. Revenue from external customers is allocated to a
geography based on the customer location.

2020
$’000
524,041
41,217
565,258

Australia
Taiwan

2019
$’000
708,925
46,467
755,392

Included within revenue are customers each year that represent more than 10% of the Company’s total revenue annually. The
breakdown of revenues generated from these customers, in periods where their turnover was greater than 10%, were as follows:

2020
$’000
301,963
222,539
524,502

Customer A
Customer B

2019
$’000
470,621
216,716
687,337

The company has performance obligations under the coal supply agreement and associated step-in deed, with one of its customers,
whereby it charges all its assets relating to the mine (subject to certain exclusions) as security and is required to maintain
compliance with certain covenants and restrictions. In the event of noncompliance, the customer may exercise contractual step-in
rights to appoint a receiver to operate the mine within the parameters of the coal supply agreement and step-in deed.
6.

Other income

2020
$’000
Net gain (loss) on disposal of property plant and equipment

2019
$’000
(134)
7
649
522

Interest income
Other
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7.

Expenses

2020
$’000
(a)

Cost of sales

Labour costs
Materials and supplies
Third party service provider
Change in inventory
Selling and distribution expenses
Royalty expenses

109,245
134,900
51,153
(3,623)
78,968
26,124
396,767
2020
$’000

(b)

(1,129)
(8,331)
(9,460)

2,430
322
32
1,242
4,026

Third party guarantee fees
Finance charges payables under finance leases
Loans with related parties
Accretion expense

426
(2,702)
(2,276)

2019
$’000

1,839
438
613
1,085
3,975

Income and deferred tax

2020
$’000
(a)

2019
$’000

Finance Costs

2020
$’000

9.

108,256
167,032
72,883
(2,770)
84,878
41,098
471,377

Foreign exchange gains/(losses)

Realised gains foreign exchange
Unrealised losses foreign exchange

8.

2019
$’000

2019
$’000

Income tax expense

Current tax expense
Adjustments for previous years expense
Deferred tax expense/(benefit)
Income tax expense attributable to profit from continuing operations
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9.
(b)

Income and deferred tax (continued)
Reconciliation of income tax expense to prima facie tax payable

Profit from continuing operations before income tax expense
Tax at the Australian tax rate of 30%
Tax effect of amounts which are not deductible (taxable) in calculating taxable
income:
Unrealised foreign currency
Movement in tax losses not recognised
Other

229,047

31,274

68,714

1,075

782
—
(3,687)
65,809
17
65,826

(200)
32,149
(913)
31,236

Adjustments for current tax of prior periods

Income tax expense
(c)

104,248

Deferred tax

Statement of financial
position

The balance comprises temporary differences
attributable to:
Property, plant and equipment
Inventory
Rehabilitation asset
Provisions
Rehabilitation liability
Other
Deferred tax expense/(benefit)
Net deferred tax assets/(liabilities)

Statement of
comprehensive income

2020

2019

2020

2019

$’000

$’000

$’000

$’000

24,008
(5,557)
(16,471)
4,499
25,889
1,131

24,926
(5,019)
(16,403)
3,934
24,016
(318)

33,499

31,136

918
538
68
(565)
(1,873)
(1,449)
(2,363)

(747)
411
9,437
(369)
(9,708)
249
(727)

The Company has no carried forward tax losses in 2020 (2019: $Nil).
10.

Cash and cash equivalents

2020
$’000
139,228
—
139,228

Cash at bank and in hand
Deposits at call

2019
$’000
—
—
—

As part of the Corporate restructure transaction the Company received US$100m from Peabody Energy Australia and was released
from being a sub-servicer to the PEC Accounts Receivable Securitisation program. The Company has resumed collecting all trade
receivable positions under normal invoice terms.
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11.

Trade and other receivables

Current
Trade and other receivables
Trade receivables
Other receivables and prepayments
Long service leave receivable

Trade receivables - intercompany
Other receivables - intercompany

Non-current
Trade and other receivables
Other receivables and prepayments
Long service leave receivable

Measurement category

2020
$’000

2019
$’000

Amortised cost
Amortised cost
Amortised cost

18,646
1,738

—
1,576

8,452
28,836

8,008
9,584

Amortised cost
FVTPL

14,731
31,596
46,327

67,327
657,187
724,514

Measurement category
Amortised cost
Amortised cost

2020
$’000

2019
$’000

—

—

1,160
1,160

1,186
1,186

See Note 2(b) on credit risk of trade receivables, which explains how the Company manages and measures credit quality of trade
receivables that are neither past due nor impaired. Due to the expected timing of recovery, the carrying amount of the above
receivables is deemed to equal their fair value.
Refer Note 22 for additional information regarding trade and other trade receivables – intercompany. Refer also to Note 25 Events
occurring after the balance sheet date, for changes to the arrangements regarding trade and other trade receivable – intercompany.
12.

Inventories

2020
$’000
17,491
23,220
40,711

Materials and supplies
Coal stock
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2019
$’000
16,542
18,583
35,125

Wilpinjong Coal Pty Ltd
Notes to the financial statements
For the year ended 31 December 2020
13.

Other assets

2020

2019

$’000

$’000

Current
Other
Prepayments

3,156

1,048

Other

1,661

2,229

4,817

3,277

10
10

10
10

Non-current

Financial assets measured at amortised cost
Deposits held by third parties as security in lieu of bank
guarantees

14.

Property, plant and equipment

Reconciliations of the carrying amounts of each class of property, plant and equipment at the beginning and end of the current and
previous financial year are set out below for the Company:

Land and
buildings
$’000
At 1 January 2019
Reclass to Right of Use Asset
AASB 16
Additions
Change in rehabilitation estimate
Depreciation
Reclassification
Disposals
At 31 December 2019

At 31 December 2020

Coal reserves
and resources
$’000

Plant and equipment
under construction
$’000

Total
$’000

63,031

239,269

—

6,863

309,163

—
—
—
(4,214)
9,282
(167)
67,932

(38,612)
9,240
33,759
(29,319)
32,672
(245)
246,764

—

—

—
—
—
—
—
—

30,988
—
—
(30,203)
—
7,648

(38,612)
40,228
33,759
(33,533)
11,751
(412)
322,344

Property, plant
and equipment
$’000

Coal reserves
and resources
$’000

Plant and equipment
under construction
$’000

Land and
buildings
$’000
At 1 January 2020
Additions
Change in rehabilitation estimate
Depreciation
Reclassification
Disposals

Property, plant
and equipment
$’000

67,932
—
—
(4,784)
6,860
—
70,008

246,764
3,478
7,767
(39,359)
27,900
(115)
246,435

—
—
—
—
—
—
—

There are no impairment charges or reversals of impairment in the current or prior year.
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7,648
28,186
—
—
(16,004)
—
19,830

Total
$’000

322,344
31,664
7,767
(44,143)
18,756
(115)
336,273
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15.

Leases

Set out below are the carrying amounts of right-of-use assets recognised and the movements during the period:

Property, plant
and equipment
$’000

Land &
Buildings
$’000

Total
$’000

3,451
38,612
3,419
(11,751)
(116)
(11,168)
22,447

—
(2,941)
—

6,392
38,612
3,419
(11,751)
(116)
(14,109)
22,447

22,447
7,239

—
184

22,447
7,423

(18,756)

—

(18,756)

Disposals

(1,045)

—

(1,045)

Depreciation expense

(6,022)

(5)

(6,027)

3,863

179

4,042

As at 1 January 2019
Reclassification from PPE from adoption of AASB 16 (Note 14)
Additions
Transfers to PPE (Lease Buyouts)
Disposals
Depreciation expense
As at 31 December 2019
As at 1 January 2020
Additions
Transfers to PPE (Lease Buyouts)

As at 31 December 2020

2,941
—
—
—

Leased plant and equipment for December 31, 2020 of $0 (2019: $19,711,367) is pledged as security for the remaining principal
and interest payments of the corresponding lease liabilities, which expired in April 2020.
Set out below are the carrying amounts of lease liabilities (included under other liabilities) and the movements during the period:

2020

2019

$000

$000

Lease liabilities
Opening balance 1 January

7,017

6,539

—

19,724

Additions

6,681

3,419

Disposals

(1,104)

(116)

Reclassification from adoption of AASB 16

Accretion of interest

354

1,051

(8,716)

(23,600)

Closing balance 31 December

4,232

7,017

Current

2,554

5,659

Non-current

1,678

1,358

Closing balance 31 December

4,232

7,017

Payments
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15.

Leases (continued)

The following are the amounts recognised in profit or loss:

2020
$’000

6,027
354
2,182
2,163
2,024
12,750

Depreciation expense of right-of-use assets
Interest expense on lease liabilities
Expense relating to short-term leases (included in cost of sales)
Expense relating to leases of low-value assets (included in cost of sales)
Variable lease payments (included in cost of sales)
Total amount recognised in profit or loss
16.

2019
$’000

14,109
1,051
6,955
1,446
3,092
26,653

Trade and other payables

Current
Trade and other payables
Trade payables
Other payables and accrued expenses

Amounts payable to related parties

2020
$’000

Measurement category

2019
$’000

Amortised cost
Amortised cost

22,398
26,904
49,302

31,666
19,618
51,284

Amortised cost

45,195
45,195

662,594
662,594

Due to the short-term nature of the current payables, their carrying value is assumed to approximate their fair value.
17.

Provisions

2020
$’000
Current
Employee entitlements
Mine rehabilitation

27,399
5,643
33,042
2020
$’000

Non-current
Employee entitlements
Mine rehabilitation

1,376
80,656
82,032

2019
$’000

23,046
6,987
30,033
2019
$’000

1,410
73,066
74,476

Mine rehabilitation
In accordance with government legislative requirements, a provision for mine rehabilitation has been recognised in relation to the
Company’s coal mining operations. The basis for accounting is set out in Note 1(t) of the significant accounting policies.
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17.

Provisions (continued)

Movements in provisions
Movements in Mine rehabilitation provision during the financial year, are set out below.

At 1 January 2019
Adjustment from change in estimates
Rehabilitation performed
Accretion
At 31 December 2019

Mine
rehabilitation
$’000
47,692
33,759
(2,483)
1,085
80,053

At 1 January 2020
Adjustment from change in estimates
Rehabilitation performed
Accretion
At 31 December 2020

80,053
7,767
(2,763)
1,242
86,299

18.
(a)

Contributed equity
Ordinary shares

Ordinary shares issued and fully paid

Ordinary shares

2020
Shares
1,202

2019
Shares
2

Ordinary shares

2020
$
1,202

2019
$
2

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the Company in proportion
to the number of and amounts paid on the shares held. Ordinary shares entitle the holder to one vote, either in person or by
proxy, at a meeting of the Company.
The ultimate parent company of the Company, Peabody Energy Corporation (PEC), undertook a process to explore and
evaluate various strategic financing alternatives. In connection with considering various options to enhance its financial
flexibility, the Company subdivided its ordinary shares into 1,202 ordinary shares and a wholly owned subsidiary of PEC
has acquired 100% of the ordinary share capital of the Company.
The Board of PEC, as part of its group capital management objective, reviews the Company's capital structure on an ongoing
basis. The Company’s objective is to maintain an optimal capital structure which minimises its cost of capital whilst
ensuring sustainable future development of the business. In order to adjust the capital structure, the Company may adjust the
level of distributions it pays to equity holders.
(b)

Dividends

No dividends were paid or declared by the Company during the financial year (2019: $Nil).
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19.

Contingent assets and liabilities

Guarantees
A contingent liability of $78,449,045 exists at December 31, 2020 (2019: $54,735,138) in respect of guarantees given by the
Company for financial assurance for rehabilitation obligations and contractual obligations with certain suppliers for agreements
entered into.
A contingent liability of $50,000,000 (31 December 2019: nil) exists in respect of the bank guarantee issued by the Company for
financial assurance to maintain compliance with certain covenants and restrictions as specified in the coal supply agreement held
with a customer of the Company.
Under the terms of the coal supply agreement, the customer may unilaterally demand such a guarantee at any time. The coal supply
agreement and an associated step-in deed also require the Company to maintain compliance with certain covenants and restrictions.
In the event of noncompliance, the customer may exercise contractual step-in rights to appoint a receiver to operate the mine within
the parameters of the coal supply agreement and step-in deed. As at the date of signing this report the Company is in compliance
with the terms of these contractual arrangements.
Other Contingent Liabilities
From time to time, the Company is subject to various claims and litigation during the ordinary course of business. The directors
have given consideration to such matters which are or may be subject to claims or litigation at year end and are of the opinion that
no material contingent liability for such claims or litigation exists as the possibility of an outflow is remote.
20.

Commitments

2020

2019

$'000

$'000

Capital commitments
Contracts for capital at the reporting date not provided for in the accounts:
Within one year
Later than one year but not later than five years
Total capital commitments
Other operating expenditure commitments
Contracts for other operating expenditure at the reporting date not provided for
in the accounts:
Within one year
Later than one year but not later than five years
Later than five years
Total other operating expenditure commitments
21.

751

5,769

10,000

—

10,751

5,769

37,013
154,213
708,501
899,727

37,013
150,828
738,465
926,306

Key management personnel disclosures

No key management personnel are employed directly by the Company, however in connection with the corporate structure
described in Directors' Report the Company entered into a management services agreement with Peabody Energy Australia Pty Ltd
(PEA) in August 2020. Under the terms of the agreement, PEA will perform various ongoing support and administrative functions
on behalf of the Company in exchange for the incurred cost of such services plus an additional fee of approximately 5%.
The Company has not granted any options over ordinary shares during the financial year and there are no outstanding options at
December 31, 2020 (2019: Nil).
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22.

Related party transactions

(a)

Parent entities

At 31 December 2020 the parent company is PIC Acquisition Corp. The ultimate parent entity and ultimate controlling party is Peabody
Energy Corporation (incorporated in the United States of America) which at December 31, 2020 indirectly owns 100% (2019: 100%)
of the issued ordinary shares of the Company.
(b)

Transactions

The following transactions occurred with related parties outside of the Company:

Sales to related
parties
$’000

Purchases from
related parties
$’000

Interest paid to
related parties
$’000

Other related parties
Peabody Coalsales Pacific Pty Ltd

2020

303,034

11,463

—

Peabody Coalsales Pacific Pty Ltd
Wambo Coal Pty Ltd

2019
2020

471,304
9,870

13,571
11,191

—
—

Wambo Coal Pty Ltd
Peabody Energy Corporation

2019
2020

8,883
—

29,024
1,091

—
—

Peabody Energy Corporation
Peabody Energy Australia Pty Ltd

2019
2020

—
—

980
—

—
32

Peabody Energy Australia Pty Ltd

2019

—

—

613

2020
$’000
Amount payable to related party:
Beginning of the year
Transactions during the period
Debt forgiveness
End of year
Amount receivable from related party
Beginning of the year
Transactions during the period
Fair value adjustment
Debt forgiveness
End of year

2019
$’000

662,594
137,708

454,344
208,250

(755,107)
45,195

—
662,594

724,514
53,052
594,740
(1,325,979)
46,327

521,767
352,525
(150,199)
421
724,514

The table above presents gross financial assets and gross financial liabilities between common entities within the Australian Group that
are held at amortised costs and fair value though profit and loss and are valued using the Level 3 hierarchy. Other receivables intercompany and other payables- intercompany have not been offset in the statement of financial position as there is not an enforceable
netting arrangement.
During the period the Company subdivided its ordinary shares into 1,202 ordinary shares and a wholly owned subsidiary of PEC
has acquired 100% of the ordinary share capital of the Company. As part of this transaction, Peabody Energy Australia Pty Ltd paid
to the Company US$100M cash as partial repayment of an intercompany receivable from Peabody Energy Australia Pty Ltd, with
the balance of its intercompany payables and receivables forgiven.
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22.
(b)

Related party transactions (continued)
Transactions (continued)

Transactions with related parties include coal sales and coal purchases, sales related expenses including demurrage and commissions,
corporate overhead allocations (management fees), and interest expense and interest income.
In connection with the corporate structure described in Directors' Report the Company entered into a management services agreement
with Peabody Energy Australia Pty Ltd (PEA) in August 2020. Under the terms of the agreement, PEA will perform various ongoing
support and administrative functions on behalf of the Company in exchange for the incurred cost of such services plus an additional fee
of approximately 5%.
Terms and conditions of transactions with related parties
The sales to and purchases from related parties are made on terms equivalent to those that prevail in arm’s length transactions.
Outstanding balances at the year end are unsecured and interest free and settlement occurs in cash. There have been no guarantees
provided or received for any of the related party receivable.
23.

Auditor’s remuneration

The auditor’s remuneration is paid by Peabody Australia Holdco on behalf of the Company.
24.

Notes to the statement of cash flows

Reconciliation of profit after income tax to net cash flow from operating activities

2020
$000
Profit for the year

2019

$000

73,012

163,221

134

364

1,596

1,051

50,170

47,642

8,331

2,702

—

1,084

Operating profit before changes in working capital and provisions

133,243

216,064

Decrease/(increase) in receivables

(19,226)

(1,430)

Decrease/(increase) in inventories

(5,586)

(4,908)

Decrease/(increase) in other current assets

(1,540)

(118)

Increase/(decrease) in payables

(3,827)

1,390

Adjustment for:
Loss on sale of property, plant and equipment
Finance costs
Depreciation and amortisation
Unrealised net foreign exchange losses/(gains)
Other

Increase/(decrease) in provisions

1,556

497

Decrease/(increase) in deferred tax assets

(2,363)

(728)

Increase/ (decrease) in intercompany tax liabilities

33,599

66,554

135,856

277,321

Net cash from operating activities
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25.

Events occurring after reporting date

Refinancing Transactions
On January 29, 2021 (the Settlement Date), the ultimate parent PEC completed a series of debt refinancing transactions to,
among other things, provide PEC with maturity extensions and covenant relief, while allowing it to maintain sufficient operating
liquidity and financial flexibility. The Refinancing Transactions included a senior notes exchange and related consent
solicitation, a revolving credit facility exchange, and various amendments to Peabody’s existing debt agreements. The
Refinancing Transactions resulted in the incurrence of approximately $400 million of long-term debt by the Co-Issuer’s, which
includes the parent of the Company, PIC AU Holdings LLC, and the designation of the Company's assets as collateral for the
debt.

Dividend
A fully franked $22,500,000 dividend was declared and paid on 25 March 2021 to the parent PIC Acquisition Corp.
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In accordance with a resolution of the directors of Wilpinjong Coal Pty Ltd (the “Company”) I state that:
In the opinion of the directors:
(a)

the financial statements and notes of the Company for the financial year ended December 31, 2020 , set out on pages 4
to 36 are in accordance with the Corporations Act 2001, including:
1.

2.

giving a true and fair view of the Company’s financial position as at December 31, 2020 and of its
performance for the year ended on that date; and
complying with Accounting Standards and the Corporations Regulations 2001

(b)

the financial statements and notes also comply with International Financial Reporting Standards as disclosed in Note 1
(a); and

(c)

there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due
and payable.

On behalf of the board

B Haas
Director
Date: 31 March 2021
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Auditor’s independence declaration to the directors of Wilpinjong Coal Pty
Ltd
As lead auditor for the audit of the financial report of Wilpinjong Coal Pty Ltd for the financial year
ended 31 December 2020, I declare to the best of my knowledge and belief, there have been:
a.

No contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and

b.

No contraventions of any applicable code of professional conduct in relation to the audit.

Ernst & Young

Kellie McKenzie
Partner
31 March 2021
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Independent auditor’s report to the members of Wilpinjong Coal Pty Ltd
Opinion
We have audited the financial report of Wilpinjong Coal Pty Ltd (the Company), which comprises the
statement of financial position as at 31 December 2020, the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, notes to the
financial statements, including a summary of significant accounting policies, and the directors’
declaration.
In our opinion, the accompanying financial report of the Company is in accordance with the
Corporations Act 2001, including:
a.

Giving a true and fair view of the Company’s financial position as at 31 December 2020 and of its
financial performance for the year ended on that date; and

b.

Complying with Australian Accounting Standards and the Corporations Regulations 2001.

Basis for opinion
We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further described in the Auditor’s responsibilities for the audit of the financial
report section of our report. We are independent of the Company in accordance with the auditor
independence requirements of the Corporations Act 2001 and the ethical requirements of the
Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for Professional
Accountants (including Independence Standards) (the Code) that are relevant to our audit of the
financial report in Australia. We have also fulfilled our other ethical responsibilities in accordance with
the Code.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Information other than the financial report and auditor’s report thereon
The directors are responsible for the other information. The other information is the directors’ report
accompanying the financial report.
Our opinion on the financial report does not cover the other information and accordingly we do not
express any form of assurance conclusion thereon.
In connection with our audit of the financial report, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
report or our knowledge obtained in the audit or otherwise appears to be materially misstated.
If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the financial report
The directors of the Company are responsible for the preparation of the financial report that gives a
true and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001
and for such internal control as the directors determine is necessary to enable the preparation of the
financial report that gives a true and fair view and is free from material misstatement, whether due to
fraud or error.
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In preparing the financial report, the directors are responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Company or to
cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial report
Our objectives are to obtain reasonable assurance about whether the financial report as a whole is
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with the Australian Auditing Standards will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of this financial report.
As part of an audit in accordance with the Australian Auditing Standards, we exercise professional
judgment and maintain professional scepticism throughout the audit. We also:
►

Identify and assess the risks of material misstatement of the financial report, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

►

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

►

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors.

►

Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Company’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the financial report or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

►

Evaluate the overall presentation, structure and content of the financial report, including the
disclosures, and whether the financial report represents the underlying transactions and events
in a manner that achieves fair presentation.

►

Obtain sufficient appropriate audit evidence regarding the financial information of the business
activities within the entity to express an opinion on the financial report. We are responsible for
the direction, supervision and performance of the audit. We remain solely responsible for our
audit opinion.
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We communicate with the directors regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.
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Partner
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