Ridley AR 2010 Page 1 of 2

Cheetham Salt

2010 highlights

- Return to historical earnings.

- Stability of joint venture retumns.

- Completicn of Bajool and Indonesian refineries.
- Reopening of Port Alma salt figid.

2 - Execution of three year transformation strategy.
Fongdreewe Spead - Chilnt Exsautive Officar
Chastharn Salt

18 Ridlzy Corporation Lenited - Arnwel Report 2010

http://ridley.republicast.com/ar2010/ 28/11/2011



Ridley AR 2010 Page 2 of 2
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Chaetham: 5alt opemalions

Irdonesia
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Oyporating resuit

Y11 proved o be an exirarmsty
challanging year for the saft businesz,
with divisions| profitabilizy of $21.3
milion comparad with 824.0 milion

in FY19 snd which compeises seinings
biefore intarsst and ax EBID ol $14.2
milfion: plus aftar tak profits from the
inint veduses of $7.8 mifiion,

Paspita the hamsh tading sovironmest,
the Chestham Sslt sash flow belers
ntarest and tax in FY11 was $19.2
miice, 3 $0.4 milllon noraess an the
prior year asd schisved by tight control
of working capital 2nd capital sxpenditure
of ordy $4.8 rrallion. compared 1o the
$10.8 million expesded in the prioy yeas
10 cormplate the afinery rationalisation
program, atid to Y11 depraciation

of $5.5 millior

e ™

The business padormance vias
aignificantly impacted by tha severs
adverse woathey eonditions durng
FY11, which ssauttad in widsspread
ayal ussaascnably ligh raisfall, and
extonsive Hooding snd businiess
mundation. Thess weather svents
irdhsenced the damard for Cheetham
Salt products, ard drematically affected
the sffickency of the sakt refineries and
tha salt production fisldz, The combined
empact of the westher svents on the
Y11 EBIT has been sstenated at

$3.8 riffion,

Bavtor petfoermancs

Yihilet Cheatharn Salt s 4 diversified
business, the edreme rainfal resulted
i sutsduad Jamand in many sectors.
in the stockised sector, sales volumaes
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Nw Zesland

wesre 289 [ovwer than the pravious

wear 25 a ditect result of the abundant
pasture growth in Queensiand, which
raxduced the darmarnid for supplemantary

teed produrts, and i whick saft is 2
%oy ingradient,

Conversely to the stockfaed sectos,
damand for pool salt was fevouratdy
irnpacted by the high rainfall. As 5
eosult of overfiow and loss of salt
chioanation within dormestic podls

i Desenskand snd Mew South Wales
i partieular, sigeilissntly more saft was
raquired ko maintain swirneming pool
watar quslity. While sales wolames in
the pool saft sector wute 3% shove
30, #t iz a fragmentad markes that
damands smalt pack sizas, which
results In & moore costly and
challenging supply chain.
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heetham Salt contiue

The fudes sector was flat compared
with the prewiaos yaar, with higher
saies mia cattle hids pickling ofise:

by softer dernand for salt required te
mresenve shaep skins, This demand
profile 1s likehy 1o conteue, with shoap
slaughtar numbers recnaining depreszad
due to the shundani avadahility of
pastum gnd high wool prices.

Sales into the laod sector

rarngined staady. (8 of the rmaps

frod mandsctorsrs havs rplamented
zalt mductizn programs to taduce
the sodium content in shaw praducts
n rasponse o cumeamse and health
secior demands. Whils these infiatives
& impacting tha quastity of salt in
thieir formufations, this reduchion
batng cfisat by an incysase in ovsrsl
dernand fo processed food products
and tabls salt in line with nopulstion
groveth,

Salps into tha chemial zector

ware subdued ax a conssquance

ot redeced demiand by Pesrice, and
the timing of some bulk shiprmacts infa
the chleralkal sazton. Penrice’s brine
dernend was well duwwn o, prior years,
85 a rasult of two major oparational
evants 2z announced to the marked
by Pannce. Durinig the yaar, Fenrice
raporiad a sudden taiure of ther
third pasty stearm supplier cauging

am unschedubad plant shut dowr,

and raduation in demand from key
soda ash sustormers dus o the
Pooding on the sast coast. This
raduction in dernard has sigriticanthy
wnpacted the sHiiercy and prafiabiiity
of aar Dy Craek sabt held in FY11.
Ponrics has stind publicly that it
considers thess aventa urdbely to
racur and expects brre domand to
b o more narms! svels in FY 12,

The Japansse buzsinass was shakly
bebind the FY 10 parformence, with
dermand in the sscond Falf of the

vear impacted by the raturs! disasters
expasianced in the sueh of that coumey.
Wiile some of our customars in this
ragics: remain affected, demandin the
ezt of the courdry kad retumed io mare
mogmal Jevels by the start of FY 12,

111 sav the Tirst Full year beneft
of the new refinary in Indonssia. [t s
plessing 1o repart that this investment

Fifey Toporaion Larted - ARnuE Regor 2571

# ancesding expectatons, Wit volurms
growth 5 F¥11 of 30% over tha poios
yaar. With further and sustained growth
ardicipated, a capital wiorks inilistive
&gy commianced in $Y12 te provde
addianal sapaoity for that refineny

The zortribuson n FY1 from all
faur of ths [oind veniure businassas
weas slightly down oe the prior yeac
The Safpsk snd Cerabos-Sked
busimasses are curmatly coerating

irs @ chalisnging reta ercdronmant,
impsctad by the high Australian
dollat, the iInaraase in proats abedl
products, ssing supply chain costs
anid supervarket deoourding Despite
this, e have mansged 1o groes
rriarkat share and assentislly rameain
sarrings. The launch of zome new
prosducts in FY 11 and 2 refroshad
rabranding e promstioral campaige
have positoned thase businezses
weal for FY12,

Comanson Saft Limited's Gominton]
wolumes mmaned strong in 7731,
Bonwvever U5 daflar ssrnings From the
pharmacs utical export business were
adversely smpacted by the stressthesing
Heve Zualand dollar, This secior remaing
a significan: growth spportunity for
Horminian, and in FY%31 a sigrifesnt
ardd complex major capital expansiong
of she vaeuurs plant at Mount Maungaez
wvas duly vompleted on urme and within
budget. Foflowing & shor] period of
corssonmg, the new plant is

now perfaring © eapaciations.

The mereesed capazity provided by
the new vacuuns salt plast wil engbis
Hominion 1o benafit fram the growth
in demand bor pharmscoustical sals in
the Asian segion. The sew business
devaloprrant program supporing 1his
ivasETIBNT I8 progressing as phnrad,
despite the unfavoussble moveresst
<t thiz zchange rate.

i 811 and FYYD, some of the
dividends wers rotained within
Dharrarion G fund the vacuums plant
wpgrade. With the upgrade sanw
complete, in $Y%92 a rnors normns!
dividend stresrn waill bs resurnsd,
wharaby Chesihams Ssit’s 50%
share of after tax prefiss will

b wholly distibuted in sesh.

VWeather

in addiien 1o the significant impact
on matket demand and sales, the
axtrezns vweathar also delgyed
praghess in gettng the upgraded
sabirery at Bajeol to namaeplate
praduction capacity, and rogulted
iy significast additional costs being
weurzed by the business.

The incremantal costs include
aparssional expanses associatad

with aceesaing the Bajonl and
neaghbeurnng Port Alme sitas during
the foods, repairs 1o rosds and
wifrastructurs darmaged by the high
raintall and Hovding, Joes of cruds salt
mwantiary at Bajool, and the inabiity ¥
praduce gny salt {or harvest ot Boweas.

With F¥19 being the third year in & row
ki3t salt has not beee availabls 1o barvesy
at the Bowen fisld, managermant is
cusrently nevening the lorg termrs vigbdity
of tha site and svamining the vanoes
appartunitiss for 4 alternative use.

Despite the zuccessiul mplementation
of the Cheatharm Sal Wat Weather
Contingency Plans during the year, thi
high and pamistert rainfall wil impact
the yisld of next yaar's sals harvast.
Whils varcable zalt production sosts
wers selivaly managed durng FY11,
the corbinatien of a higher fxed cost
bage relative 1o prior yesrs and s lowsr
yield will rasal? in higher per unit

sali costz when harvessed in FY12.
Assuming a saturs to Mo normel
weathar pattems, evsall selt costs

its P13 are orecast to revert to

YY) tavals,

Theoughout this stressiul perod,
the safety and waltbaing of staff and
satishying of customer requirementz
ramrained of pararnount impostance,
Although rany stall wers personslly
impactad by the ading in Daeunsland
e Vigtoria, i is pleasing o repors that
»2 associated njuries were sustsined
by any Chaethars Salt employes.

Satiebing customar requiremsrnits
during the perind of severa waathor
wiis exirarnely challenging, Head
and raif vanspary, warsheousing and
mifrastructure was insocessibla for
forg penvds it mary keostions, plasing
sgrifican prassure on the supply
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chain. This siustion was further
camplcated by shoetages in peadust
availability, To mamtain supgly to oatical
industriag, a number of innovative
supply chain solimions wers devisad
and Immplemented. Thees nitatives
inchaded sovuring supplementary
prodhict frirn the overseas pint
venturs anid ectabiishing tird pary
ooniad packaging arangsmants
dumestically, one of which wes 3
Ridiey srockined facity at Macol,
Az a result Cheetham Saht vess sbis
o enminten uninterzupted supely

to essartal industres such as food
grecsssing and water treatrhent,

Haw
biusingss rrangformration and nensms
vapital imvestrnant, tha Chestham Zalf
{nous is now o improving eifisiznoy
and effectiveness throughaut the
business. Duding FY1Y, Chasthaen Sal
oorrensnced & progrem thal wil laed
fo the sdoption of Lean Manufsaudng
priesiphas threeghout the business,
The implesnentation prograrm will run
wver 18 rmosths, and ulimstely develon
3 gulturs of cantinunus improvarmant
ard elimination of wastatul practioss.

ks

The lndonssisn Sovernmant
announced g Mationgt Sakt Progrars

i FE1E wnth thee wire of mabing
indonezia mors self sufficient in

larpe scale salt produation. Tre
indonesian Govemment considars
zall to be 3 sirteqiz comnmadity and
the enprovament of their national sait
productics capabality & national prioriy.

As & teault of this Indonesian
Gowernmardt intiativa, Cheetham Saly
bhas bean westigetng the fessibilicy
of constricling a sait field i Indonssia,
with the same stributes s the Australia
salt figlds. The technial and cormmersial
fmasibility stardias far this meosct are
cengineing and the grefirinary resufts
fock encouraging. ¥ is anticipaiad thes
thesa studies will be completed daring
Y12 and will facilitate the preparasion
b sny imvastment proposal. Shouid this
project provaed, it wilt fundamantally
change the nature of Chestham Salts
bustness in fredotesiz and provide an
opposturity for sgnificant long tarm
growth in that region.

Alternative sources of salt

Theaughsus 711, Cheatham Szh
continzad discussions wiith the majes
cnal eaarms gas producers snd watsr
yaatment companies. The ooal searn
ga5 indusiry plans 1o astablish a arge
sumber of new wallz, peadorminansly
in Uusanshind, w extract e natuzal
gas present in the onal seama,

A by proaduct of thez deiling program

19 the mlease of largs volumes of
brackish “sssociated wates which
coptans & rixturs of 2afiz, including
godium chjonde. The industry

is exploring a range of zolutinns

ta the sxsanismend water probiem,

one of which is the axirection of

thie mixed =alts for commercial sale.

# commzrciabsed, this eould provide
Cheatharr: Salt with an sdditorat
source of salt, Cheathar Salt's product
and ratkel knowdedge, combined with
thes cornplex and sfficient supply dhain,
utiguely positions the business o
coriribute o the sssoated water
salutng,

PGP EE

#n the thres years fsading into ¥Y11,
Chzathare undertook an ambitous
pragram of businsss tansformation,
rcluding ratonalising and vpgrading
domestic tehning capabilites, wepening
tha Pors Alrma zait feld, implementing
a new ERP system, relecating head
affies to Malbowns, and constracting
a new refisary in Indonesia, B was
anlicipated that the business weuld
bamadit froen thess initistives in FYH1,
bowever the eakisation of the sthcienzy
ard effertiverass improvermnents ware
barshly nommprormsad by the highly
shusual westher patterns ewponopond
i tha yaar,

The impact of the wasther exprianoed
i FY11 sl flow through into sext
wear in the form of bigher salt costs,
bowawer this impact is expected o

b mrore than atfset by the raalsation
of the benehts denvad lrom tha
suorassiul sondusion of the

business wassformation progam.

Fdles Loepmaton Lytied - Al Bepos 2011
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Cheatham Sall ccvnued

Operating result

Cheatharn Saft {Chaetham] defivared
a sobd performance for the 2016
finamcial year of $24.0 milkan, which
cormgrised Eamings Before Interest
and Tax (EBIT) of £16.8 millos plus
afier tax prodits from the jomt ventures
af $7.2 millicn. Tha averall result
rapresants a rstusn ko histoncat
oarmings lavele kollowirg 2 2009
result which was adversely affected
by $4.8 milion of sbnormally largs
physicat kossas of crude salt and
Entorprisn Fesourcs Planning £/
sysfem mplementation cpsts.

The oparating parfermance was
favoumshly influstoed by continued
volume snd samings growth in Japan
and Indonesia, combinad with robust
sales inlo the swimming pool, chemical
and industrial zectors domestically.

In contrast, 2010 salss into the hide
rnarket wero lewer than the prior yaar
as & rasult of the dedine in slaughter
murabiers and strong competitive
activity. Difactting the strong sales
perfoamance were ncremenis]
oparationat and logisics coste
agsociated with unforesean delays

n completing the Bajoot refinery
upgreds, which zra not expected

to recur in the 2671 financisl yesr.

Thee foBowing s an aealysis of the key
cuniribukcrs to the eperating result for
the 2010 nancial year and the outlook
for tha 2611 financiat year, referrad
to-as Y10 and £¥11 respactivaly.

Jotnt ventures

The eonribution from the squity
sxcstnted joint veotures contibuos

1a grow steadiy, with highsr sarnings
from Sslpak and Western Salt Refinery
in Australia and Dominion Ssl Eimited
{Ereminien) in New Zealand. The
contribution recorded in tha operating
result is the Cheetham share of aftar
tax profits, which is ganerally distributed
whollyin cash to leave ihe carrying
value of the joint venture investmant
unchanged. This ysar, however,

i responas to a stsadtly increasing
deemnard for premium Pure Dried
Vacuam Sakt for supply into food

and gharmacetical applications,

Fiidiery {ueution Lisnited - Ao Fexst 2618

Brorminton commeneed construction
of an expanded facility to provida
additioral vacuum selk capacity.

A& a consequence of $he above, cash
othenwise distributable to Cheatham
e been retainad 1o financs the capiial
expansion progearn end capitaksed to
the carying vafue of the joint venture
in the balanos sheetl. Further funds
will ba retainied in the first hatf of
FY11, with the additicns] capacity
axpected to canre an kne in sarky
cafendsr 20% 1. The new capadty

will enable Domisicn to satisfy the
growing axpart pharmaceuticsf salt
razrket which iz terostad st end
produsts such s& zafine drps,
haamedialysis, ays washes

and cortent lsns sobations.

Hajood refinsry

Throughout FY10, Chestham was
focused on completng the major
uparade of the Bajoal refinary,
strategically located near Rockhampton
in central Qussnsland to seevica ths
growing demand of the Queensland
market.

The new faclity, which replacss the
farmiet 56 year ofd faciity at the Bsjoct
gt field, was commissioned m ks
FY10 and has significantly anproved
both the quality of preduct snd the
eapacity of the plant.

In recent years it has bean necassary
for Cheathem to satishy the growing
Cuesnslard demand with praduct
rmanufaciured at cne or mors of the
Ehestham refinerias located in the
southern states. The tequssment

to freight this produnt north tn satefy
the Queansland madet has miroduced
stanficant strass in tarms of produdtion
capacity at the southern manufactuning
sttelsh and else maternial incremantat
costs into the supphy cham.

it iz anhicipated that the successfut
complation of tha Bajoc] upgrade wi
anable Cheatham in FY'11 o supply
the Cuasnislsnd markat from Bajont
with: sl but a few spaciafised grades
of salt, and this will zanslete into
significantly Jowsr supply chain costs
cosmipared o FY10 and the prics yaar.

Fort Aless selt Held

The Pert Alma sait fiskd, located
adjacart to the Bajoo! site, was
racparad in FYI0 following five years
of hibernation zrud after racording cruds
salt tossas of $3.5 milios in the 2009
finaneis! year. Reopening the hsid
prasanted Chesthamn with 2 pumber
of unige challsnges whick have besan
sucoasshlly addressed during FY1G,
wnth the resuft thai the feld is now
back i oparation on the nomal salt
preduction cycla of two yeass, with
rew, high quality sslt being grown in
the crystallisers which will be suitshle
for redimirig or bulk dispatch.

Fobowmsg the cruds salt losses in

2009 a& & consequance of unuswally
bagh szinfall aveniz, managament
developed a Wet Mansgemnsat Plan
{Plan] for sach of the Chesthem salt
fiskds. The Plan focuses on the security
of biath stack harmsted on the bank
and untanmested stock in the crystallisers
1o provent a reoccurance of these'
losses. In January and February 2010,
the Plan was severely stress fested
and successtully rnplemented with
minimai lossas, despia ceatral
Cuesnsland experienaing further
significant waether events,

mcluding Cyclane 1.

Cilegon, Indonedis refinecy
Constroction of a new relinony

m Chegon, Indorwesin was slso
completed towards the end of FY10.
The new staie-of-the-art rahinery is
lotated near the port of Cigading in
Wast Jave, indanssia's deepest sea
port. Proximity to a port of this ratare
provides Cheatham with a majoc
competitive admtags. as nparted
bubk salt cark be sfficiently urloaded
and tranaported to tha efimery

for processing.

Indonesia has a population: of sraund
230 milfion arid this invertmrerit
unitquely positions BT Cheetham
Barum Indonaesis, !}caethams wholly
owned Indonasian subsidiary, to supply
premium value addsd solar salt into tha
Wast Java industnal market. In particulas,
tha new refinery will enable Cheaetham
to meet the increasingly stingent
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Indonesian quality expectations and
provids the rafining capacity to banefit
from the population and market growith.

Developments with the
Government of Indonesia

For soma time now, Cheetham

has been working with the Indonasian
Govarmment to help reducs the nation’s
raliance on imported salt. Indonasia is
a significant nat imporier of salt, given
that much of the local salt is nct
suitabla for industrial applications.

In FY10, Cheetham extendad the
existing East Java program of sakt
tachnology transter into Central
Java, with the same objective of
encouraging local subsistence salt
farmers to manage their fislds using
Austrslian tachniques and processes.
By adopting higher quality standards
in thair production processes, the
focal farmeces can significanily improve
the quality of their salt, potentially
to tha level of being hit for industrial

If the quality uplift can ba achiaved

by ths bocal farmers, then Cheetham
will have baen instrumental in reducing
Indonasia's depandence on imparied
salt. This program has bean developad
in cloze consultation with the Indonesian
Goveenment, which considers salt

to be a strategic commadity and the
improvernant of their domestic salt
production capability & national

priority. This inifistive has led to
Cheetham signing & Memarandum

of Understending with the Indonasian
Government te explore the feasibility
of constructing & moderm salt fiald

in lndenesia.

Business transformation

In the 2009 financial yaar,

Cheatham successiully installed

a new ERP system. Throughout FY10,
the busi worked tiralassly to
doliver the benefits offerad by this
comprehensive business systems
solution. During this time, the new
system has been leveraged to
consolidste and standardies business
processas, and this has improved
productivity, visibility and controls
throughout the entire Cheatham
business.

The past three years have baen

very challenging for Cheatham as

it undertook an ambilious threa year
proaram of business transformation,
ncluding a substantal upgrading

of domestic refining capability

and consolidation of five refineries
down to thres. A stateof-the-art
rafinery has bean constructed in
Indonesta and at Bajool, the Port
Alma salt fiskl reopeaned, & new ERP
system implementad and Head Office
ralocated from Coria 1o Malbouma.
With the transformation complate
and the operating platform now in
place, Cheatham is well positioned
to benefitin FY11 from the more
sfficiant and effsctiva opamsting
structure dalivered by thesa
initiatives.

Salt products
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