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2012 ANNUAL REVIEW

This 2012 Annual Review for Caltex Australia Limited has
been prepared as at 25 February 2013.

The 2012 Annual Review provides a summary of Caltex’s
main operating activities and performance for the year
ended 31 December 2012. For further information about
Caltex’s results and performance in 2012, please refer to
the 2012 Annual Report (and the 2012 Financial Report,
which forms part of the 2012 Annual Report). These and
other reports are available from our website (www.caltex.
com.au).

When we refer to the Caltex Australia Group in this 2012
Annual Review, we are referring to:

e Caltex Australia Limited (ACN 004 201 307), which is
the parent company of the Caltex Australia Group and
is listed on the Australian Securities Exchange (ASX)

* our major operating companies, including Caltex
Australia Petroleum Pty Ltd, Caltex Refineries (NSW)
Pty Ltd, Caltex Refineries (Qld) Pty Ltd, Caltex
Petroleum Services Pty Ltd and Calstores Pty Ltd

¢ anumber of wholly owned entities and other
companies that are controlled by the group

Please note that terms such as Caltex and Caltex Australia
have the same meaning in the 2012 Annual Review as
the Caltex Australia Group, unless the context requires
otherwise.

Shareholders can request a printed copy of the 2012
Annual Review and/or the 2012 Annual Report (and
2012 Financial Report), free of charge, by writing to the
Company Secretary, Caltex Australia Limited, Level 24,
2 Market Street, Sydney NSW 2000, Australia.

REPORT FROM OUR CHAIRMAN AND MANAGING DIRECTOR & CEO

Securing the future

With a history that spans 100 years, Caltex is a company that has both longevity and
adaptability to meet changing market demands.

2012 was a watershed year. It was a year in which we made some difficult decisions as
part of a clear strategy to secure a sustainable future for Caltex. Pleasingly, it was also a
year in which we achieved solid results.

Operating environment

Caltex refineries have had inconsistent earnings and returns over the last 10 years. Our
refineries in their current configuration are disadvantaged and relatively small compared
with the modern, larger scale and more efficient refineries in the Asian region.

This disadvantage has been exacerbated by the impact of the ongoing strength of the
Australian dollar and increasing costs of refining in Australia.

In addition to this, we expect to see growth in regional refining capacity in Asia and
the Middle East from 2015, outstripping underlying demand, which is likely to result in
pressure on refiner margins.

Clear strategy

After extensive evaluation of our business, we announced plans in July 2012 to
rebalance our supply chain.

Our strategy centres on:

e the closure of the Kurnell refinery in Sydney in the second half of 2014 - the facility
will be converted to a major transport fuels import terminal

e the continued operation of the Lytton refinery in Brisbane, with a focus on
delivering necessary operational and financial performance improvements

e growing our Marketing and Distribution through targeting high growth channels,
geographies and products.

A fundamental element of this strategy was the successful negotiation of a long term
product supply and shipping agreement with Chevron for the procurement and supply
of transport fuels (such as petrol, diesel and jet fuel) to supplement domestic supply.

During the year we strengthened our already robust balance sheet with a successful
$550 million subordinated notes (or hybrid) capital raising. This gives us the financial
flexibility and balance sheet strength to continue to invest in growth opportunities
in our core business while implementing our supply chain restructure. We remain
committed to maintaining our BBB+ credit rating.

Our measure of success continues to be to safely and reliably deliver top quartile total
shareholder returns.

Financial results

Our statutory, or historic cost of profit measure, after tax profit (including inventory
gains) was $57 million for the 2012 full year. This includes significant items of
approximately $309 million (after tax), which primarily relates to provisions in respect
of the closure of the Kurnell refinery. This compares favourably to the 2011 after tax
loss of $714 million, which included significant items of $1,116 million (after tax)
relating to the refinery impairment. The 2012 result also includes product and crude oil
inventory losses of $92 million after tax. This compared with an inventory gain of
$138 million after tax in 2011.

On a replacement cost of sales operating profit basis (RCOP), which excludes net
inventory gains and losses, Caltex recorded an after tax profit for the 2012 full year of
$458 million, excluding significant items. This compares with $264 million for the 2011
tull year, excluding significant items.

Dividend

The Board declared a final dividend of 23 cents per share (fully franked) for the second
half of 2012. Combined with the interim dividend of 17 cents per share for the first
half, this equates to a total dividend of 40 cents per share for 2012, fully franked. This
compares with a total dividend payout of 45 cents per share (fully franked) for 2011,
and reflects the reduction in the payout ratio during the Kurnell transition period.



Profitable growth

Marketing and Distribution had another record year
with operational earnings (EBIT) up 6% to $736 million.
Marketing and Distribution has now averaged 11% per
annum growth over the last five years.

Gross transport fuel margins increased 6.5% to 4.36 cents
per litre, compared with 4.09 cents per litre in 2011. This
result reflects the company'’s strategy of driving sales of
premium petrol and retail diesel, jet fuel and lubricants.
This growth was achieved despite the ongoing industry-
wide trend of declining regular unleaded petrol sales, more
aggressive competition and a generally sluggish retail
environment.

Caltex remains a leading convenience retailer.

Our willingness to invest alongside our customers was
evident with storage and distribution capacity growth across
Western Australia, Queensland and New South Wales. We
also doubled the Sydney jet fuel pipeline capacity, completed
the bitumen import terminal at Sydney’s Port Botany and
successfully integrated new acquisitions, including Bailey’s
Marine refuelling business.

While some proposed new greenfield projects in the mining
sector were put on hold during the year, there are still
significant projects going ahead in Western Australia and
Queensland. Transport fuel requirements for the mining
sector are expected to continue to grow over the medium
term. Caltex is well positioned to service that segment

with an industry-leading reputation for being a reliable
supplier through an Australian-wide network of distribution
infrastructure.

Record production

Refining delivered a solid result, driven by stronger refiner
margins, plant reliability gains and a lower depreciation
charge, following the 2011 impairment of the refineries.
Improved refinery reliability, particularly through the
second half, resulted in the highest production volumes
recorded since 2007. This allowed Caltex to take advantage
of more favourable externalities, including a stronger Caltex
Refiner Margin (CRM) of US$11.83 per barrel, compared
with US$7.98 per barrel in 2011.

The Lytton refinery focused on improving plant reliability,
which included incremental and modest investments. This
trend will continue as we seek to maximise returns from the
refinery.

Kurnell delivered a consistent and credible operational
performance throughout the year. We have confidence in
our people at Kurnell to operate safely and reliably through
the significant transition to the terminal that is occurring
over the next two years.

Overall, our refineries produce approximately 60% of the
transport fuels supplied by Caltex to the market. This

is expected to reduce towards 20-25% post the Kurnell
refinery closure.

Safety remains a core commitment
Caltex continued to make significant progress on both
process and personal safety fronts.

While it is disappointing that we saw an increase in
reported incidents, known as total treated injury frequency

rate (TTIFR), from 2.53 per million hours worked in 2011
to 2.83 in 2012, we had a decrease in our more serious
injuries, known as lost time injury frequency rate (LTIFR).
Our LTIFR continues to decline and in 2012, this measure
decreased by 40% to 0.59 per million hours worked,
compared with 0.99 in 2011. This result is a credit to our
people and processes.

Energy improvements

We also worked hard to manage compliance and reporting
obligations under The Clean Energy Future legislation’s
Carbon Price Mechanism (CPM). We continued to
participate in the Commonwealth Energy Efficiency
Opportunities (EEO) scheme and reported under the
National Greenhouse and Energy Reporting Scheme
(NGER) and under the Carbon Disclosure Project. We also
made improvements in energy efficiency to help reduce
greenhouse gas emissions.

People

Ensuring that Caltex is a great place to work is a key part of
our high performance culture, and we view the capability of
our people as a key source of competitive advantage.

We broke new ground for Australian workplaces with the
introduction of the Caltex BabyCare Package for primary
carers returning to work after caring for a newborn baby.
We also delivered more flexible work solutions and new
technology offerings for our employees to promote a more
flexible work culture.

In January 2012, we signed the Australian Employment
Covenant (AEC), a national industry-led initiative that aims
to close the gap between indigenous and

non-indigenous Australian employment. Caltex is
committed to increasing the number of indigenous
Australians employed throughout its workforce.

The people of Caltex have achieved a great deal over the
last year and, on behalf of the Board and management
team, we would like to acknowledge the outstanding
contribution and commitment of all Caltex employees,
contractors, franchisees and resellers during 2012.

Our Values of Care, Own, Trailblaze, Move, Serve and Win
have been the basis for many tangible and sustainable
business successes throughout the year.

Future growth

Caltex’s core business goes from strength to strength and
the company is well positioned to take advantage of the
rich pipeline of growth opportunities.

We will continue to focus on expanding our infrastructure to
support our strong supply, distribution, sales and marketing
capability, along with modest acquisitions as they arise.

Our willingness to invest alongside our customers assists
in continuing our position as Australia’s outright leader in
transport fuels. We firmly believe that Caltex is well placed
for the future.

Rt

Elizabeth Bryan Julian Segal
Chairman Managing Director
& CEO
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CORPORATE GOVERNANCE STATEMENT

The Board is committed to conducting the business and operations of Caltex Australia Limited and its Group companies
(Caltex) in accordance with high standards of corporate governance, and in the best interests of our shareholders.

This Corporate Governance Statement provides information about our corporate governance practices for 2012, including
compliance with the ASX Corporate Governance Council’s Corporate Governance Principles and Recommendations for the
year ended on 31 December 2012 and as at the date of this Annual Report.

The corporate governance framework is continually reviewed and updated in response to changes in Caltex’s business or
applicable legislation or standards.

The governance policies referred to in this statement are also available in the corporate governance section on our website
www.caltex.com.au.

A diagram showing Caltex’s corporate governance framework is set out below.

Corporate governance framework
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1. THE BOARD

1.1 Role of the Board

The role of the Board is to oversee and direct Caltex management in seeking to deliver superior business and operational
performance and long term growth in shareholder value.

Caltex has a major shareholder, Chevron, which holds 50% of the ordinary shares. Caltex operates independently
of Chevron, with all decisions made in Australia by the Caltex Board and management.

The Board has delegated responsibility for managing Caltex’s day-to-day business and operations to the Managing Director
& CEO within the limits set out in delegations approved by the Board. The Managing Director & CEO has in turn approved
sub-delegations of authority to the Caltex Leadership Team (CLT) which, along with the Managing Director & CEO, is
accountable to the Board.

The Board Charter and Delegations of Authority seek to achieve a balance that gives Caltex’s Managing Director & CEO and
the CLT the authority to manage our day-to-day operations, while reserving important strategic, business, operational and
governance matters to the Board.

The key responsibilities of the Board under its charter include:

e approving Caltex’s strategic direction, business plan and annual budget

e evaluating and monitoring Caltex’s performance against financial, operational and safety objectives

e approving Caltex’s financial statements and reports to shareholders

e approving Caltex’s dividend policy and determining Caltex’s capital structure

e assessing and monitoring Caltex’s material business risks, the adequacy of policies and internal controls

e establishing and promoting appropriate standards of ethical conduct, corporate integrity, safety, corporate governance,
and legal and regulatory compliance

e approving a policy for transactions between Caltex and Chevron and approving significant transactions with Chevron



e reviewing Board performance
e appointing, and reviewing the performance of, the Managing Director & CEO
e reviewing succession planning for the Board, the Managing Director & CEO and the CLT, and

e approving remuneration of the Managing Director & CEO and the CLT.

1.2 Composition of the Board

There are currently eight directors on the Board. The Board’s policy on composition is to have at least four independent,
non-executive directors and up to three directors who are Chevron executives. Chevron does not have a right to appoint
a nominee as a director, and all decisions to appoint a new director are made by the Board. The Board annually reviews
its composition, including the number of independent directors and the mix of skills, experience, expertise and diversity
of directors and the Board.

As required by the Board Charter, the Chairman is an independent, non-executive director. Ms Elizabeth Bryan is the
Chairman of the Board, and some of her special responsibilities at Caltex include:

e facilitating the work of the Board

e overseeing the provision of appropriate information to the Board

e approving the agenda for each meeting in consultation with management

e managing Board activities to assist their efficient and effective conduct, and

e fostering a culture which encourages directors to contribute in an open and constructive manner.

As noted in the table below, the role of the Chairman and the Managing Director & CEO are not exercised by the same individual.

DIRECTORS POSITION APPOINTMENT DATE
Elizabeth Bryan Chairman 18 July 2002
Independent non-executive director Appointed as Chairman on 1 October 2007
Julian Segal Managing Director & CEO 1 July 2009
Trevor Bourne Independent non-executive director 2 March 2006
Greig Gailey Independent non-executive director 11 December 2007
John Thorn Independent non-executive director 2 June 2004
Ryan Krogmeier! Non-executive director 30 March 2012
Richard Brown' Non-executive director 28 June 2012
Barbara Burger! Non-executive director 28 June 2012

1 Ms Colleen Jones-Cervantes serves as alternate director for each of Mr Krogmeier, Ms Burger and Mr Brown.

Further details of the directors’ skills, experience and expertise and special responsibilities are provided in the Directors’
profiles at pages 20 to 22 of this Annual Report.

1.3 Independence

With Chevron as a substantial shareholder, the Caltex Board does not have a majority of independent directors. Under
the Charter of Director Independence, the Board recognises that it is in the best interests of shareholders to have a strong
representation of independent directors. Ms Elizabeth Bryan, Mr Trevor Bourne, Mr Greig Gailey and Mr John Thorn are
independent non-executive directors.

Mr Julian Segal (Managing Director & CEO) is not independent because he is an executive director.

Mr Ryan Krogmeier, Ms Barbara Burger and Mr Richard Brown are not independent as they are executives of Chevron.
The Caltex Board appoints Chevron executives as non-executive directors to give the Board direct access to current senior
executives of a leading global energy company who have many years of industry experience. Each of Ryan, Barbara and
Richard bring important knowledge and experience to the Board’s consideration of operational, strategic and business
matters relevant to the petroleum industry. This level and breadth of experience is generally not available from Australian
based directors unless they are, or have been, involved in the petroleum industry. The pool of directors with petroleum
industry experience who would be available to Caltex is relatively small because candidates may have current or recent
associations with Caltex’s competitors. The Board'’s practice is for the directors who are Chevron executives to leave the
Board meeting and not participate in discussions or decisions that relate to Chevron.
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CORPORATE GOVERNANCE STATEMENT (continued)

In assessing independence, directors are required to disclose relevant personal interests and conflicts of interest on an
ongoing basis. A new interest or conflict of interest may trigger a review of the director’s independent status. Independence
is initially assessed upon each director’s appointment and reviewed each year; non-executive directors are required to
provide a certificate to the Board in which they confirm their status as independent (or otherwise). Additionally, directors
complete a questionnaire each year providing details of any transactions with Caltex.

Caltex considers a director to be independent if they are free of any business or other relationship that could
materially interfere with (or could reasonably be perceived to materially interfere with) the independent exercise of the
director’s judgement.

An assessment of independence takes the following relationships with Caltex into account:

e service as an officer of a substantial shareholder

e length of previous service as a director on the Board or previous service as a senior executive of Caltex within the past
three years

e service as a partner, principal or director of a professional adviser or consultant that has had a material business
relationship with Caltex within the past three years

e service as a director, officer or senior executive of, or employee significantly associated with the service provided by,
a professional adviser or consultant that has had a material business relationship with Caltex within the past three years

e significant direct or indirect involvement in the external audit of Caltex in the last five years or service as a partner,
principal or director of the external auditor in that period

e arelationship (substantial shareholder, director, officer or senior executive) with a supplier or customer that has had
a material business relationship with Caltex, and

e a contractual relationship (directly or indirectly), interest or other relationship with Caltex that could, or could
reasonably be perceived to, materially interfere with the director’s ability to act in Caltex’s best interests.

A professional adviser, consultant, supplier or customer will be considered to have a material business relationship with

Caltex if:

e from the perspective of the Caltex director, the business relationship is significant (directly or indirectly) to their own
circumstances, or

e from Caltex’s perspective, the business relationship generates revenue or expenses (to Caltex) of 10% or more of Caltex’s
total revenues or expenses, as applicable.

1.4 Access to independent advice

Caltex directors have access to independent professional advice at Caltex’s expense. A director can seek professional advice
with prior approval by the Board Chairman. The Board Chairman can seek professional advice with prior approval by the
Audit Committee Chairman.

1.5 Appointment terms and re-election of directors

When the Board decides to appoint a new non-executive director, the Nomination Committee prepares a list of selection
criteria having regard to the desired capabilities of the Board, the circumstances of the company, and whether the new
director is being appointed to replace an outgoing director or as an addition to the Board.

The Nomination Committee engages a search firm to conduct the search based on the selection criteria and requests the firm
to provide a list of candidates for consideration.

When the Board appoints a non-executive director who is a Chevron executive, the Chairman (typically with assistance
from existing directors from Chevron) contacts Chevron to discuss potential candidates who would best meet the selection
criteria. In addition to the selection criteria determined by the Nomination Committee, consideration is also given to:

e flexibility in the work schedule of a Chevron executive to meet the time commitments of being a Caltex director, and
e the networks of an executive within Chevron and their access to senior Chevron executives.

In all cases, the appointment of a new director is made by the Board. The Board Composition, Appointment, Induction
& Election document provides further detail of this process.



Election and re-election of directors

A newly appointed non-executive director holds office until the end of the next Annual General Meeting and is eligible
for election by shareholders at the meeting. The Managing Director & CEO is appointed by the Board and is not subject
to election.

Following election by shareholders, a director holds office for three years or until the third Annual General Meeting
following the director’s last election (whichever is longer).

Before each Annual General Meeting, the Board decides whether to support a director standing for election or re-election.
This is not automatic, and is determined having regard to the advice provided by the Nomination Committee. The issues
considered by the Nomination Committee in forming its recommendations to the Board about the election or re-election
of a director include:

e the director’s performance having regard to our Performance Evaluation Policy

e the desired composition of the Board, including its size, capabilities and diversity having regard to our Charter
of Director Independence and the Board Composition, Appointment, Induction & Election policy

e the length of time the director has served on the Board having regard to our Board Tenure Policy, and
¢ the director’s external commitments.

The Board’s recommendation is included in the notice of meeting sent to shareholders, together with biographical
information on the director standing for election or re-election.

1.6 Induction and training

All new directors take part in an induction program to familiarise them with Caltex’s business, strategy and operations,
performance, risks, governance and external environment. The induction program is tailored for each director’s experience
and circumstances, including briefings with other Board members and senior executives, site visits and external training.
New directors also receive an information pack containing key business documents, reference materials and internal policies.

A letter is provided to each new director which sets out the terms of their appointment, their responsibilities and the
expectations of them in their role, and the assistance and resources that we provide to assist them.

The Nomination Committee periodically reviews the director induction program and the standard letter of appointment
for new directors to ensure that they appropriately reflect directors’ evolving roles and the changes to Caltex’s business
and operations.

2. BOARD COMMITTEES

2.1 Overview of committees

To increase its effectiveness, the Board uses committees to assist it in performing its role. The role of the Board Committees
is to make recommendations to the Board on matters set out in each of the committees’ charters and, in some instances,
to exercise authorities delegated by the Board.

The Board has four standing committees: the Audit Committee, the Human Resources Committee, the OHS & Environmental
Risk Committee and the Nomination Committee. The Audit Committee comprises three independent directors including

an independent director chairman, who is not the Board Chairman. The Human Resources Committee does not comprise
any members who are executive directors. Both the OHS & Environmental Risk and the Nomination Committees comprise

a majority of independent directors.
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CORPORATE GOVERNANCE STATEMENT (continued)

The current members and role of each committee are shown in the table below.

AUDIT COMMITTEE

HUMAN RESOURCES
COMMITTEE

OHS & ENVIRONMENTAL
RISK COMMITTEE

Responsibilities

NOMINATION COMMITTEE

Assists the Board in:

e reviewing the integrity
of financial reporting,
including accounting
policies and significant
areas of judgement

e reviewing dividend
recommendations

e monitoring the adequacy,
integrity and effectiveness
of financial risk
management and internal
controls

e reviewing the findings,
plans, independence
and performance of the
external auditors and
Caltex’s internal audit
function and approving
the scope of their work

Assists the Board in:

e reviewing the
remuneration of non-
executive directors

e reviewing the incentive
frameworks and
remuneration levels for
the Managing Director
& CEO and the CLT

e reviewing the performance
of the Managing Director
& CEO and the CLT

e reviewing the
remuneration framework
for employees

e reviewing the
remuneration disclosures
in the annual report to
shareholders

e reviewing termination
payments

* reviewing succession
planning for the Managing
Director & CEO and the CLT

e reviewing the diversity
policy and gender diversity
objectives and disclosures
across Caltex

Assists the Board in:

monitoring the adequacy,
integrity and effectiveness
of the critical systems,
internal controls and
processes and procedures
used to manage
occupational health

and safety (OHS) and
environmental risks

reviewing the
appropriateness of Caltex’s
practices to manage
material OHS and
environmental risks

monitoring compliance
with legal obligations
in relation to OHS and
environmental matters

reviewing investigations
into significant OHS
and/or environmental
incidents

reviewing OHS and
environmental policies
and internal audit plans
and findings in relation to
OHS and environmental
matters

Assists the Board in:

e reviewing the composition
of the Board

e identifying skills and
desirable competencies
for the Board and Board
Committees

the selection and
induction program for
non-executive directors

election and re-election
of non-executive directors

e succession plans for non-
executive directors

e overseeing the process
for evaluating the
performance of the
Board, its committees
and individual directors

Members

John Thorn - Chairman
Independent non-executive

Greig Gailey
Independent non-executive

Trevor Bourne
Independent non-executive

Greig Gailey — Chairman
Independent non-executive

John Thorn
Independent non-executive

Ryan Krogmeier!
Non-executive

Trevor Bourne — Chairman

Independent non-executive

Greig Gailey
Independent non-executive

Barbara Burger!
Non-executive

Elizabeth Bryan — Chairman
Independent non-executive

Trevor Bourne
Independent non-executive

Greig Gailey
Independent non-executive

John Thorn
Independent non-executive

Ryan Krogmeier!
Non-executive

Richard Brown'
Non-executive

Barbara Burger!
Non-executive

1. Ms Colleen Jones-Cervantes serves as an alternate director for Mr Krogmeier, Ms Burger and Mr Brown.

2.2 Directors’ attendance at Board and committee meetings

The Board held 11 scheduled meetings during 2012. Meetings are generally held monthly, with additional meetings called
to consider specific or urgent matters, as appropriate.

The Board held preliminary meetings in the absence of Caltex management at scheduled Board meetings throughout the year.

Details of directors’ attendance at meetings are provided at page 49 of this Annual Report.



3. PERFORMANCE EVALUATION AND REMUNERATION

3.1 Performance evaluation

Board

The Nomination Committee engaged an independent specialist to facilitate a performance review of the Board, its standing
committees and individual directors at the end of 2012. As part of the review, the independent specialist interviewed each
director to explore a range of focused topics relating to the Board’s effectiveness. Senior executives were also interviewed

to obtain further information, including about the relationship between the Board and management.

The independent specialist prepared a report on the review, which was discussed with the whole Board. The Board
subsequently agreed on specific actions, together with expected timeframes and areas of responsibility, to further develop the
Board’s effectiveness. The Chairman also addressed the report in her discussions with individual directors and with the CLT.

Managing Director & CEO and the CLT

The Board sets annual performance objectives for the Managing Director & CEO based on Caltex’s business plan,

after receiving advice from the Human Resources Committee. The Chairman met with the Managing Director & CEO

in January 2013 to assess his performance for the previous year and discussed his performance review. The Human
Resources Committee discussed the performance review with the Chairman and the Managing Director & CEO and made
a recommendation to the Board for an annual performance assessment. In February 2013, the Board further discussed the
Managing Director & CEO’s performance and approved an annual performance assessment for 2012.

The Managing Director & CEO formally reviews the performance of his direct reports twice a year against agreed business
objectives and their job descriptions. The 2012 full year performance reviews for the CLT were considered by the Human
Resources Committee and the Board in February 2013.

Further information on the performance review process for the CLT is provided at section 3¢ of the Remuneration Report.

3.2 Director and executive remuneration

Remuneration levels are competitively set to attract and retain appropriately qualified and experienced personnel.
The Board considers performance, duties and responsibilities, market comparison and independent advice as part of the
remuneration process.

Remuneration for non-executive directors is fixed and is subject to a remuneration pool of $2 million, which was approved
by shareholders. Non-executive directors receive statutory superannuation (and may salary sacrifice fees to superannuation)
but do not participate in any incentive plans or receive any performance based remuneration. There is no retirement benefits
scheme for non-executive directors.

Details on Caltex’s remuneration arrangements for the Managing Director & CEO and the CLT are provided in the
Remuneration Report at pages 25 to 48 of this Annual Report.

4. RISK MANAGEMENT FRAMEWORK

4.1 Risk management framework

The Board is ultimately responsible for monitoring the effectiveness of the critical systems and internal controls used to
manage Caltex’s material business risks. It is also responsible for approving financial and other risk management policies.
The Board has delegated oversight of particular risks to its standing committees.

The Managing Director & CEO and the CLT are responsible for the design, implementation and maintenance of risk
management systems to manage Caltex’s material business risks.

Caltex’s policies for the oversight and management of material business risks are regularly reviewed and approved by the
Board. A Summary of Risk Oversight and Management document provides details on the approach to managing these
risks and also outlines the roles and responsibilities of the Board (including its committees), management and staff on the
oversight and management of risks.

Caltex has adopted a risk management framework to proactively and systematically identify, assess and address events that
could potentially impact our business objectives. This framework integrates the consideration of risk into our activities
so that:

e risks in relation to the effective delivery of our business strategy are identified
e control measures are evaluated, and

e where potential improvements in controls are identified, improvement plans are scheduled and implemented.
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CORPORATE GOVERNANCE STATEMENT (continued)

These risks are assessed on a regular basis by management, and material risks are regularly reported to the Board and its
committees. These reports include the status and effectiveness of control measures relating to each material risk. The Board,
the Audit Committee, the OHS & Environmental Risk Committee and the Human Resources Committee each receive reports
on material risks relevant to their responsibilities. The Board and the OHS & Environmental Risk Committee also receive
quarterly risk updates throughout the year.

4.2 Internal controls framework

Internal Audit

Caltex has a dedicated internal audit function which provides an independent and objective assessment to the Board
and management regarding the adequacy, effectiveness and efficiency of Caltex’s risk management, control and
governance processes.

Internal Audit conducts audits in accordance with audit plans approved by the Audit Committee (for financial risks) and
the OHS & Environmental Risk Committee (for occupational health, safety and environmental risks), and provides regular
reports to those committees and to senior management.

Integrity in financial reporting

The Board has received assurance from the Managing Director & CEO and the Chief Financial Officer that the declaration
provided under section 295A of the Corporations Act is founded on a sound system of risk management and internal
control, and that the system is operating effectively in all material respects in relation to financial reporting risks.

4.3 External Auditor Policy

The Board has approved an External Auditor Policy that deals with the provision of services by the external auditor,
including non-audit services. The Audit Committee monitors services provided by KPMG during the year to confirm that
KPMG continues to be independent and to confirm compliance with the policy. The committee also monitors the rotation
requirements for the external auditor under the Corporations Act with KPMG each year. Caltex’s Relationship with the
External Auditor document is available from our website and provides a summary of this process.

One of the Audit Committee’s key roles is to assess the performance of the external auditor and, as appropriate, make
recommendations to the Board on the appointment, re-appointment or replacement of the external auditor. The Audit
Committee reviewed KPMG’s performance as external auditor before KPMG was engaged for the 2012 full year audit and
half year review.

The Audit Committee meets privately with the external auditor at each meeting and the Committee Chairman additionally
meets with the external auditor from time to time outside committee meetings, as appropriate.

5. CORPORATE SOCIAL RESPONSIBILITY

Caltex is focused on conducting our operations with care. We work to deliver sustainable growth and shareholder value,
contribute to the communities in which we operate, minimise our impact on the environment and remain an employer
of choice.

Maintaining safe, reliable and sustainable operations is at the core of our business. A culture of operational excellence is
formally supported through an enterprise-wide risk management framework and our operational excellence management
system. Caltex has a health and safety policy, approved by the OHS & Environmental Risk Committee, which requires Caltex
to provide a safe and healthy workplace for all our people, and to operate in a way that will not adversely affect the health
and safety of our neighbours, customers or the public. The emphasis on health and safety is embedded in our business
planning process and entrenched in the culture of our organisation.

Caltex is committed to further improving the energy efficiency of our operations. In 2012, Caltex continued to participate
in the Commonwealth Energy Efficiency Opportunities Scheme and reported under the National Greenhouse and Energy
Reporting Scheme and under the Carbon Disclosure Project. Caltex is also committed to supporting the communities in
which we work and live. Our refineries, service stations and terminals are proud supporters of a variety of organisations,
events and programs in local communities.

Further information on our social, ethical and environmental performance can be found in the Annual Review.



6. GOVERNANCE POLICIES

6.1 Code of Conduct

Caltex’s Code of Conduct applies to Caltex directors, senior executives and staff and provides a framework for decision
making and business behaviour, which builds and sustains our corporate integrity, reputation and success. This Code
of Conduct identifies responsibilities for investigating breaches of the code and associated reporting of breaches to the Board

or senior management as appropriate.

The Board receives an annual report from the General Manager - Human Resources in relation to the administration of, and

compliance with, the Code of Conduct.

6.2 Diversity

Caltex is committed to achieving diversity across all levels of our organisation. By diversity, we mean a prevalence

of difference in the workplace, including women and men from different countries, cultures, ethnicities and generations.
Caltex’s Diversity Policy sets out how we seek to attract, retain and develop the best talent, seize opportunities for creative
problem solving and grow our business through an informed understanding of the diverse markets in which we operate.

This Diversity Policy also sets out the overall aims of our diversity strategies and the responsibilities of the Board, its
committees and Caltex staff. Caltex is committed to growing leadership capabilities that result in more consistent and active

sponsorship and stewardship of gender diversity.

With the assistance of the Human Resources Committee, the Board annually approves measurable gender and other
objectives set in accordance with the Diversity Policy, assesses the progress against those objectives, and monitors the

proportion of women at various levels across Caltex.

The Board approved a set of measurable objectives for 2012 to achieve gender diversity, which were disclosed in the
Corporate Governance Statement included in Caltex’s 2011 Annual Report. The progress we have made in relation to each

objective is set out in the following table:

OBJECTIVE PROGRESS

(1) Caltex will increase the number of women managers
in its “pipeline critical successor Talent Pool” from 16%
to a minimum of 20%.

Exceeded. Caltex increased the number of women in its
“pipeline critical successor Talent Pool” from 16% to 25%.

(2) At annual remuneration review, Caltex will review
remuneration by gender to ensure unconscious bias has
not influenced outcomes.

Completed. A detailed gender pay audit was conducted after
the April 2012 salary review; this found mostly balanced
outcomes across gender. There was a reduction in the male-
led salary gender gap to 0.3%, compared to 1.7% in 2011.
The audit confirmed that:

e the distribution of high/successful/low performers was
evenly spread across gender

e salary increases were balanced across gender, and

e those who have taken parental leave in the past year (97%

of whom are female) have a similar compa-ratio to the rest
of the population.

A3

Nl

Caltex will seek to increase the number of graded
employees who answer “yes” to “Do you feel comfortable
talking to your manager about flexible working
arrangements?” from 60% to 70% (in the Caltex Flexible
Work Survey)

Ongoing. The number of graded employees who answered
“yes” increased from 60% to 67%. In 2012, Caltex
implemented several initiatives in respect of flexibility work. It
developed and implemented flexible workshops to strengthen
manager confidence, skills and innovative responses regarding
flexible work. The CLT, the Diversity Council and most senior
managers completed this workshop in 2012.

Caltex also developed new technology to enable people to
work from home more effectively, including laptop video-
conferencing facilities and improved online document
sharing. Caltex will continue to proactively promote and
measure flexible work outcomes. We wil continue to monitor
our progress in this area.

(4

=

Caltex will maintain the reduction of voluntary turnover
amongst graded female employees so that it continues

at a similar proportion to the voluntary turnover rate

of graded male employees.

Exceeded. During 2012, the voluntary turnover rate for male
graded employees was 6.95% compared to 4.49% for female
graded employees.
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CORPORATE GOVERNANCE STATEMENT (continued)

OBJECTIVE PROGRESS

(5) During 2012, Caltex will establish measures to Completed. On 1 October 2012, Caltex launched its BabyCare
provide direct support to new parents who return to Package, which comprised the following components available
work following a period of parental leave as a child’s up until the child’s second birthday:
primary carer. e Caltex BabyCare Bonus — Caltex pays a 3% bonus each

quarter to a primary carer once they return to work up
until their child’s second birthday (a total of 12% per year
on base salary inclusive of superannuation).

e Emergency BabyCare — Each employee may access five
“emergency child care” sessions per annum, valued up
to $300 each. These sessions can be used for ad-hoc
or “emergency” care that arises in connection with
work responsibilities.

* Help identifying appropriate long term childcare
— Caltex has partnered with a specialist external provider
with significant knowledge and experience in locating
childcare to engage with individuals before their return
to work, and assist them to identify available options.

e Nursing mothers’ facilities — Caltex committed to
introducing facilities at its key workplaces during 2013 to
provide privacy for nursing mothers needing to breastfeed
or express milk.

In December 2012, the Board assessed the 2012 objectives and Caltex’s progress in achieving them. The following objectives
have been set by the Board for 2013:

(1) Caltex will continue to maintain the reduction of voluntary turnover amongst graded female employees so that the
proportion is similar to or less than the voluntary turnover rate of graded male employees.

(2) Each Caltex business unit will develop, implement and report on its own 2013 action plan to attract, develop, promote
and retain more women leaders.

(3) During 2013, Caltex will introduce facilities for nursing mothers at its key workplaces.
(4) Before 31 December 2013, Caltex will develop and implement a new flexible leave policy.

(5) Caltex will establish new metrics for reporting on indigenous recruitment and voluntary turnover.

The following information is provided about the proportion of women across Caltex at 31 December:

% OF WOMEN % OF WOMEN
LEVEL IN 2011 IN 2012
Board 12.5 25
Senior executives (CLT) 0 0
Senior managers (salary grades 58 and above) 18 21
Middle managers (salary grades 56 and 57) 15 18
Caltex Group 31 34
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6.3 Dealing in securities

Caltex’s Securities Trading Policy, which is available on our website, sets out clear requirements for Caltex staff not to
breach insider trading laws when dealing in the securities of Caltex and other companies. The policy also contains trading
restrictions which apply during the periods prior to results releases. It also prohibits senior executives from hedging an
exposure to unvested or vested Caltex securities held through any of our executive incentive plans.

6.4 Continuous disclosure

Caltex is committed to promoting investor confidence by ensuring that trading in our securities takes place in an informed
market. Caltex has mechanisms in place to ensure that we meet our continuous disclosure obligations under the ASX Listing
Rules and the Corporations Act.

Caltex’s Continuous Disclosure Policy, which is available on our website, sets out the key obligations of the Board, senior
executives and staff to ensure that we comply with our continuous disclosure obligations so that investors have equal and
timely access to material information concerning Caltex and company announcements are factual and presented in a clear
and balanced way.

6.5 Shareholder communications policy

Caltex is committed to giving our investors timely, balanced and understandable information about our business
and performance. The following practices support this goal:

e In addition to statutory reporting, we publish an annual review and a half year review which provide an overview of our
key business developments, operational highlights and financial performance.

e We provide to the market monthly Caltex Refiner Margin updates, a key contributor to our performance.

e We have a robust and proactive investor relations program which includes regular engagement with institutional
investors and analysts. Our investor presentations are released to the market before the briefings occur, and we give prior
notice of significant briefings, such as half yearly and annual reporting.

e We provide ASX and media releases, corporate governance policies and charters and other relevant company information
on our website at www.caltex.com.au.

We encourage shareholders to submit questions for the company or our auditor in the lead-up to our Annual General
Meeting. The Chairman discusses significant issues raised in shareholders’ questions in her address to the meeting, and

a written response to the key themes is released to the market. Shareholders who attend in person have the opportunity

to ask further questions at the meeting. We also webcast the Annual General Meeting so that it can be viewed by people who
are unable to attend.

Caltex’s Shareholder Communications Policy sets out further details of our approach to providing fair and equal information
to all investors.

6.6 Policy for Transactions with Chevron

As noted previously, Chevron holds 50% of the ordinary shares in Caltex. During the course of a year, Caltex companies
enter into a number of commercial arrangements with Chevron companies. Significantly, Caltex has an agreement with
Chevron for the procurement and supply of transport fuels, with associated shipping services.

The Caltex Board has adopted a Policy for Transactions with Chevron to ensure that all arrangements with Chevron are at arm’s
length. Under that policy, all crude, product and shipping transactions or other significant dealings with Chevron must be
approved by the Caltex Board. The Board'’s practice is for the directors who are Chevron executives to leave the meeting and
not participate in discussions or decisions on these matters.

Details of the policy, and other information concerning the relationship with Chevron, are available on our website
at www.caltex.com.au.
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CORPORATE GOVERNANCE STATEMENT (continued)

SECTION
ASX CORPORATE GOVERNANCE COUNCIL'S PRINCIPLES AND RECOMMENDATIONS REFERENCE COMPLY
Principle 1 - Lay solid foundations for management and oversight
1.1 Companies should establish the functions reserved to the board and those delegated 1.1 v
to senior executives and disclose those functions.
1.2 Companies should disclose the process for evaluating the performance 3.1 and v
of senior executives. Remuneration
Report
1.3 Companies should provide the information indicated in the Guide to reporting 1.1, 3.1 v
on Principle 1.
Principle 2 - Structure the board to add value
2.1 A majority of the board should be independent directors. 1.2,1.3 x
2.2 The chair should be an independent director. 1.3 4
2.3 The roles of chair and chief executive officer should not be exercised by the 1.2 4
same individual.
2.4 The board should establish a nomination committee. 2.1 4
2.5 Companies should disclose the process for evaluating the performance of the board, 3.1 4
its committees and individual directors.
2.6 Companies should provide the information indicated in the Guide to reporting 1.2,1.3,2.1,3.1 v
on Principle 2. and website
Principle 3 — Promote ethical and responsible decision making
3.1 Companies should establish a code of conduct and disclose the code or a summary 6.1 v
of the code as to:
e the practices necessary to maintain confidence in the company’s integrity
e the practices necessary to take into account their legal obligations and the reasonable
expectations of their stakeholders
e the responsibility and accountability of individuals for reporting and investigating
reports of unethical practices.
3.2 Companies should establish a policy concerning diversity and disclose the policy 6.2 v
or a summary of that policy. The policy should include requirements for the board
to establish measurable objectives for achieving gender diversity and for the board
to assess annually both the objectives and progress in achieving them.
3.3 Companies should disclose in each annual report the measurable objectives for 6.2 v
achieving gender diversity set by the board in accordance with the diversity policy
and progress towards achieving them.
3.4 Companies should disclose in each annual report the proportion of women employees 6.2 4
in the whole organisation, women in senior executive positions and women on
the board.
3.5 Companies should provide the information indicated in the Guide to reporting 6.1, 6.2 4
on Principle 3. and website
Principle 4 — Safeguard integrity in financial reporting
4.1 The board should establish an audit committee. 2.1 4
4.2 The audit committee should be structured so that it: 2.1 4
e consists only of non-executive directors
e consists of a majority of independent directors
e is chaired by an independent chair, who is not chair of the board
e has at least three members.
4.3 The audit committee should have a formal charter. 2.1 v
4.4 Companies should provide the information indicated in the Guide to reporting 2.1,4.2,4.3 v
on Principle 4. and website
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SECTION

ASX CORPORATE GOVERNANCE COUNCIL'S PRINCIPLES AND RECOMMENDATIONS REFERENCE COMPLY
Principle 5 - Make timely and balanced disclosure
5.1 Companies should establish written policies designed to ensure compliance with ASX 6.4
Listing Rule disclosure requirements and to ensure accountability at a senior executive
level for that compliance and disclose those policies or a summary of those policies.
5.2 Companies should provide the information indicated in the Guide to reporting 6.4 and website

on Principle 5.

Principle 6 — Respect the rights of shareholders

6.1

6.2

Companies should design a communications policy for promoting effective

communication with shareholders and encouraging their participation at general

meetings and disclose their policy or a summary of that policy.

Companies should provide the information indicated in the Guide to reporting
on Principle 6.

6.5

6.5 and website

Principle 7 — Recognise and manage risk

7.1

7.2

7.3

7.4

Companies should establish policies for the oversight and management of material

business risks and disclose a summary of those policies.

4.1

The board should require management to design and implement the risk management 4.1,4.2

and internal control system to manage the company’s material business risks and
report to it on whether those risks are being managed effectively. The board should
disclose that management has reported to it as to the effectiveness of the company’s

management of its material business risks.

The board should disclose whether it has received assurance from the chief executive 4.2
officer (or equivalent) and the chief financial officer (or equivalent) that the declaration
provided in accordance with section 295A of the Corporations Act is founded on a sound

system of risk management and internal control and that the system is operating
effectively in all material respects in relation to financial reporting risks.

Companies should provide the information indicated in the Guide to reporting
on Principle 7.

4.1,4.2,4.3
and website

Principle 8 — Remunerate fairly and responsibly

8.1

8.2

8.3

8.4

The board should establish a remuneration committee.

The remuneration committee should be structured so that it:
e consists of a majority of independent directors

e is chaired by an independent chair

e has at least three members.

Companies should clearly distinguish the structure of non-executive directors’
remuneration from that of executive directors and senior executives.

Companies should provide the information indicated in the Guide to reporting
on Principle 8.

2.1
2.1

3.2 and website

2.1, 3.2,
Remuneration
Report and
website
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SIMPLIFIED FINANCIAL REPORT
FOR THE YEAR ENDED 31 DECEMBER 2012

INCOME STATEMENT
for the year ended 31 December 2012

MILLIONS OF DOLLARS 2012 2011
1 Total revenue! 23,565 22,400
2 Total expenses? (23,250) (23,552)
3 Replacement cost earnings/(loss) before interest and tax 315 (1,152)
Finance income 2 1
Finance expenses (99) (69)
4 Net finance costs 97) (68)
Income tax (expense)/benefit? (69) 368
Replacement cost of sales operating profit/(loss) (RCOP) 149 (852)
5 Inventory (loss)/gain after tax 92) 138
Historical cost net profit/(loss) after tax 57 (714)
Interim dividend per share 17c 17¢
6 Final dividend per share 23c 28¢

Basic earnings/(losses) per share
e Replacement cost (excluding significant items) 170c¢ 98¢

e Historical cost (including significant items) 21c (2640)

Discussion and analysis

1 TOTAL REVENUE Total revenue increased primarily due to higher fuel sales volumes than in the prior year
A 5% (2012: 20.8 billion litres vs. 2011: 19.9 billion litres).

2 TOTAL EXPENSES Total expenses decreased as a result of:

- REPLACEMENT e lower significant items incurred in 2012 ($441 million) primarily for the provisions for the
COST BASIS closure of the Kurnell Refinery compared to significant items in 2011 ($1,594 million) for
v 1% the impairment of Refinery assets at Kurnell.

Excluding significant items, total expenses rose by 4% in line with the increase in total sales
volumes for 2012.

3 REPLACEMENT Replacement cost earnings before interest and tax (EBIT) increase is largely attributable to:
COST EBIT e improved externalities during 2012 including a narrowing of the light-heavy crude oil price
INCLUDING spread combined with tight regional supply, both of which favourably impacted the Caltex

SIGNIFICANT ITEMS Refiner Margin.

e the impairment of Refinery assets in 2011.

1.  Excludes interest revenue of $2 million (2011: $1 million) and includes other income of $302 million (2011: $295 million).
2. Excludes interest expense of $87 million (2011: $66 million) and inventory losses of $132 million (2011: $197 million gain).
3. Excludes tax benefit on inventory loss of $40 million (2011: $59 million tax expense).
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RCOP EBIT BREAKDOWN?

v

CALTEX REFINER CRM represents the difference between the cost of importing a standard Caltex basket
MARGIN (CRM) of products to eastern Australia and the cost of importing the crude oil required to make
that product basket. The CRM calculation basically represents: average Singapore refiner
$787m . . . . . .
margin + product quality premium + crude discount/(premium) + product freight - crude
freight - yield loss.

US dollar CRM was higher in 2012 at US$11.83/bbl, compared with US$7.98/bbl for 2011.
In AUD terms, the CRM was 7.22 Australian cents per litre in 2012, compared with 4.87
Australian cents per litre in 2011, due to the higher average Australian dollar in 2011.

Total refinery production in 2012 of all products was 11.6 billion litres compared
with 10.7 billion litres in 2011. A production increase at Kurnell and Lytton refineries
(932 million litres) resulted from fewer unplanned outages during 2012.

TRANSPORT FUELS Transport fuels comprise petrol, diesel and jet. The transport fuels marketing margin
MARKETING MARGIN is based on the average net margin over Import Parity Price in Australia.

$678m Transport fuel sales have increased, driven by an increase in premium fuel sales and jet
sales. Premium fuel sales were 3.0 billion litres in 2012, compared with 2.5 billion litres
in 2011. Caltex’s overall transport fuel sales volumes were consistent with 2011. Retail
diesel margins have continued to grow strongly, driven by the premium diesel product,
Vortex Diesel, and as a result of growth in the diesel vehicle market.

Jet fuel volumes increased approximately 5%, underpinned by a strong and growing
customer base.

Overall petrol volumes decreased approximately 3%, in line with the market. However,
premium petrol sales volumes continue to grow, with Vortex Premium Unleaded sales
increasing by 10%.

LUBRICANTS AND Lubricants and specialties products include finished lubricants, base oils, liquefied
SPECIALTIES MARGIN petroleum gas, petrochemicals, bitumen, wax and marine fuels.

$127m The finished lubricants business continued its sales volumes growth of 14% in 2011 with
a further 2% increase in 2012. Specialty products sales increased by 5% in 2012, driven
by strong bitumen sales and margins achieved due to Shell’s absence from the Sydney
market following the closure of the Clyde refinery in NSW.

NON-FUEL INCOME Non-fuel income includes convenience store income, franchise income, royalties,
$184m property, plant and equipment rentals, StarCard income and share of profits from
distributor businesses.

Non-fuel income has remained in line with 2011. Earnings were boosted by warehouse
and distribution network cost savings in 2012 as well as increased rental income from
leased retail sites. These improvements were offset by unseasonably wet weather at the
start of 2012 as well as site upgrade activity resulting in a number of StarMart locations
being offline during the year.

OPERATING EXPENSES Operating expenses in this caption include Refining & Supply, Marketing and Corporate
($1,002m) operating expenditure. Overall operating expenses are in line with 2011.

Refining operating expenses included various expenses relating to the Kurnell conversion.
These included providing for employee entitlements, increased salaries and wages
expenses at Kurnell to ensure continued safe operation during the conversion process, and
external consultant and adviser expenditure.

These factors, combined with inflationary pressures, have been substantially offset
by reduced depreciation and amortisation (down $94 million on 2011) as a result of the
2011 impairment of refinery assets.

1. The breakdown of RCOP shown here represents a management reporting view of the breakdown and, therefore, individual components may not
reconcile to statutory accounts.
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SIMPLIFIED FINANCIAL REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2012

RCOP EBIT BREAKDOWN (continued)

v

OTHER
($18m)

Other includes foreign exchange impacts, loss on disposal of assets and pipeline and
charter revenue.

RCOP EBIT EXCLUDING
SIGNIFICANT ITEMS

$756m

SIGNIFICANT ITEMS
($441m)

During 2012, the Group incurred significant items of $441 million due to:

e $430 million for employee benefits and remediation provisions arising from the
announcement on 26 July of the planned 2014 closure of Kurnell Refinery in
New South Wales, Australia and the proposed conversion to an import terminal, and

e $11 million due to cancelled capital projects directly related to the decision to cease
refinery operations at Kurnell.

TOTAL RCOP EBIT
$315m

4 NET FINANCE COSTS
A 143%

Net finance costs increased by $29 million compared with 2011.

Increased net financing costs reflect higher working capital commitments associated
with the sourcing of a higher percentage of long haul crudes, and higher inventory being
kept on hand at both Kurnell and Lytton to facilitate the increased throughput rates at
each refinery.

Financing costs in 2012 are also higher due to changes to Caltex’s funding structure
resulting from the $550 million Subordinated Notes Issue and the non-cash discounting
expense from changes in the predicted spending pattern of long term payables and

a decrease in the government bond rate used to discount these balances.

5 INVENTORY LOSS
AFTER TAX

V¥ $230m

Regional crude prices in 2012 experienced significant periods of fluctuation, with
movements exceeding $US30/bbl between high and low points throughout the year. This
volatility, combined with fluctuations in the AUD exchange rate, resulted in net inventory
losses of $132 million ($92 million after tax) and compares with the increases in regional
crude prices in 2011 which resulted in net inventory gains of $197 million ($138 million
after tax).

6 FINAL DIVIDEND

The Board is pleased to announce it has declared a final dividend of 23 cents per share
(fully franked) for 2012 (a total of $62 million). This makes the total 2012 dividends
declared 40 cents per share (fully franked) after the interim dividend of 17 cents per
share paid on 3 October 2012 (2011 total dividends: 45 cents per share). The record date
in relation to the final 2012 dividend is 12 March 2013, with the dividend payable on

4 April 2013.
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BALANCE SHEET
as at 31 December 2012

MILLIONS OF DOLLARS DEC 2012 DEC 2011 CHANGE
1 Working capital 1,108 927 181
2 Property, plant and equipment (PP&E) 1,770 1,535 235
3 Net debt (740) (617) (123)
4 Other non-current assets and liabilities 22 373 (351)

Total equity 2,160 2,218 (58)

Discussion and analysis

1 WORKING CAPITAL The increase in working capital is primarily due to:
A $181m e Jower payables due to the timing of local and international product purchases, and
e higher receivables due to the timing of receipts from key commercial customers
at year end.
2 PP&E The increase in property, plant and equipment is due to:
A $235m e capital expenditure and accruals, including major cyclical maintenance,

of $384 million. This includes assets acquired through business acquisitions
of $1 million.

This is partly offset by:

e depreciation of $116 million, and

e disposals of $35 million.

3 NET DEBT Net debt increased to $740 million at 31 December 2012, an increase of $123 million
A $123m from 31 December 2011 due to higher working capital requirements, primarily as

a result of longer lead times on crude cargoes and higher inventory on hand at Kurnell

and Lytton.

As a result of this increase in debt, and the refining asset impairment charge, Caltex’s
gearing at 31 December 2012 (net debt to net debt plus equity) was 25.5%, increasing
from 21.8% at 31 December 2011. On a lease-adjusted basis, gearing at 31 December 2012
was 40% compared with 33% at 31 December 2011.

4 OTHER NON-CURRENT Other non-current assets and liabilities have decreased primarily due to provisions raised
ASSETS AND LIABILITIES  in relation to the Kurnell Refinery conversion. These items are discussed above and are
¥ $351m classified as significant items.

CALTEX 2012 ANNUAL REPORT 17



SIMPLIFIED FINANCIAL REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2012

CASH FLOWS
for the year ended 31 December 2012
MILLIONS OF DOLLARS 2012 201 CHANGE
1 Receipts from customers 27,015 25,636 1,379
2 Payments to suppliers and employees (21,369) (19,895) (1,474)
Payments for excise (5,027) (5,047) 20
Finance costs paid (109) (70) (39)
4 Tax and other activities (111) (178) 67
Net operating cash inflows 399 446 47)
Purchases of property, plant and equipment (PP&E) and major
cyclical maintenance 377) (396) 19
Other investing cash flows (18) 11 (29)
Net investing cash outflows (395) (385) (10)
Dividends paid (122) 127) 5
Other financing cash inflows 326 49 277
5 Net financing cash inflows/(outflows) 204 (78) 282
Net increase/(decrease) in cash held 208 17) 225

Discussion and analysis

1 RECEIPTS FROM

Receipts from customers increased primarily due to higher fuels sales volumes than in the

2 PAYMENTS TO SUPPLIERS Payments to suppliers increased as a result of higher cost of sales, reflecting the increase

CUSTOMERS prior year.

A $1,379m

AND EMPLOYEES in sales volumes above.
A $1,474m

3 PAYMENTS FOR EXCISE Excise payments are materially in line with 2011 due to flat transport fuel sales year on

V¥ $20m

year (2012: 15.69ML vs. 2011: 15.71ML). The increase in total sales volumes for 2012

(2012: 20.80ML vs. 2011: 19.95ML) was driven by higher buy/sell sales, which are not

subject to excise until a later point in time.

4 TAX AND OTHER

Net cash outflows from tax and other operating activities were lower in 2012 mainly due

ACTIVITIES to timing of payments. Income taxes of $7 million were paid in 2012 that related to the

¥ $67m 2011 financial year.

5 NET FINANCING

Net financing cash inflows are driven by higher average daily borrowings for 2012 as

CASH INFLOWS a result of increased working capital commitments. As discussed, these commitments

A $282m at both refineries.

include financing longer lead time crude cargoes and higher inventory requirements
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2012 FINANCIAL REPORT FOR CALTEX AUSTRALIA LIMITED

The 2012 Financial Report for Caltex Australia Limited includes:

Directors’ Report

Lead Auditor’s Independence Declaration
Directors’ Declaration

Independent Audit Report

Consolidated Income Statement

Consolidated Statement of Comprehensive Income
Consolidated Balance Sheet

Consolidated Statement of Changes in Equity
Consolidated Cash Flow Statement

Notes to the Financial Statements

for the year ended 31 December 2012.

CALTEX AUSTRALIA GROUP
For the purposes of this report, the Caltex Australia Group refers to:

Please note that terms such as Caltex and Caltex Australia have the same meaning in this report as the Caltex Australia

Caltex Australia Limited, which is the parent company of the Caltex Australia Group and is listed on the Australian

Securities Exchange (ASX)

our major operating companies, including Caltex Australia Petroleum Pty Ltd, Caltex Refineries (NSW) Pty Ltd, Caltex

Refineries (Qld) Pty Ltd, Caltex Petroleum Services Pty Ltd and Calstores Pty Ltd

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

Group, unless the context requires otherwise.

CALTEX 2012 ANNUAL REPORT
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DIRECTORS’ REPORT

INTRODUCTION

The Board of Caltex Australia Limited presents the 2012
Directors’ Report (including the Remuneration Report)
and the 2012 Financial Report for Caltex Australia Limited
and its controlled entities (the Caltex Australia Group)

for the year ended 31 December 2012 to shareholders.

An independent audit report from KPMG, as external
auditor, is also provided.

BOARD OF DIRECTORS

The Board of Caltex Australia Limited comprises

Ms Elizabeth Bryan (Chairman), Mr Julian Segal (Managing
Director & CEO), Mr Trevor Bourne, Mr Richard Brown,

Ms Barbara Burger, Mr Greig Gailey, Mr Ryan Krogmeier and
Mr John Thorn.

Ms Colleen Jones-Cervantes serves as alternate director for
each of Mr Brown, Ms Burger and Mr Krogmeier.

The following changes to the composition of the Board have
occurred since 1 January 2012:

Directors
e Mr Brant Fish resigned as a director from 29 March 2012.

e Mr Krogmeier was appointed as a director from
30 March 2012.

e Mr Timothy (Tim) Leveille and Mr Walter (Walt) Szopiak
resigned as directors from 27 June 2012.

e Mr Brown and Ms Burger were appointed as directors
from 28 June 2012.

Alternate directors

e Ms Jones-Cervantes’ appointment as alternate director
for Mr Fish ended on 29 March 2012.

e Ms Jones-Cervantes was appointed as alternate director
for Mr Krogmeier from 30 March 2012.

e Ms Jones-Cervantes’ appointment as alternate director
for each of Mr Leveille and Mr Szopiak ended on
27 June 2012. Ms Jones-Cervantes was appointed as
alternate director for each of Mr Brown and Ms Burger
from 28 June 2012.

BOARD PROFILES

Ms Elizabeth Bryan
Chairman (Non-executive/Independent)

Date of appointment — director: 18 July 2002
Date of appointment — Chairman: 1 October 2007

Board committees:

Nomination Committee (Chairman) and attends meetings
of the Audit Committee, Human Resources Committee
and OHS & Environmental Risk Committee in an
ex-officio capacity.

Elizabeth brings management, strategic and financial
expertise to the Caltex Board. She has over 30 years

of experience in the financial services industry,

government policy and administration, and on the boards
of companies and statutory organisations. Prior to becoming
a professional director, she served for six years as Managing
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Director of Deutsche Asset Management and its predecessor
organisation, NSW State Superannuation Investment and
Management Corporation.

Elizabeth is a director of Westpac Banking Corporation
(appointed November 2006) and a member of the Federal
Government’s Takeovers Panel (from 8 March 2012). She
was previously the Chairman of UniSuper Limited (where
she served as a director from January 2002 to June 2011).

Elizabeth holds a Bachelor of Arts (Economics) from
the Australian National University and a Master of Arts
(Economics) from the University of Hawaii (US).

Mr Julian Segal
Managing Director & CEO

Date of appointment: 1 July 2009

Julian is responsible for overseeing the Group’s day-to-day
operations and brings extensive commercial and management
experience to Caltex.

Julian joined Caltex from Incitec Pivot Limited, a leading
global chemicals company, where he served as the Managing
Director & CEO from June 2005 to May 2009. Prior to
Incitec Pivot, Julian spent six years at Orica in a number

of senior management positions, including Manager

of Strategic Market Planning, General Manager — Australia/
Asia Mining Services, and Senior Vice President — Marketing
for Orica Mining Services.

Julian holds a Bachelor of Science (Chemical Engineering)
from the Israel Institute of Technology and a Master

of Business Administration from the Macquarie Graduate
School of Management.

Julian is a director of the Australian Institute of Petroleum
Limited (appointed 1 July 2009).

Mr Trevor Bourne
Director (Non-executive/Independent)

Date of appointment: 2 March 2006

Board committees:
OHS & Environmental Risk Committee (Chairman), Audit
Committee and Nomination Committee

Trevor brings to the Board broad management experience in
industrial and capital intensive industries, and a background
in engineering and supply chain. From 1999 to 2003, he
served as CEO of Tenix Investments. Prior to Tenix, Trevor
spent 15 years at Brambles Industries, including six years

as Managing Director of Brambles Australasia. He has also
previously worked for Incitec Pivot and BHP.

Trevor was previously a director of Origin Energy Limited
(from February 2000 to 12 November 2012) and was the
Chairman of Hastie Group Limited (where he served as

a director from February 2005 to 15 February 2012).

Trevor holds a Bachelor of Science (Mechanical
Engineering) from the University of New South Wales and
a Master of Business Administration from the University
of Newcastle.



Mr Richard Brown
Director (Non-executive)

Date of appointment: 28 June 2012

Board committees:
Nomination Committee

Richard brings to the Board over 30 years of oil industry
experience with Chevron and substantial financial and
management expertise. He currently serves as Chevron'’s
Regional Finance Officer — Asia Pacific, based in Singapore.
He is responsible for financial and management reporting,
credit approval, local cash management, tax matters and risk
management for Chevron'’s operations in the Asia Pacific
region. Richard was appointed to this role from September
2012 and, prior to that, was Chevron’s General Manager

- Finance for Europe, Eurasia and Middle East Opco. He has
previously held a range of senior finance roles with Chevron
in the UK, Europe and Africa.

Richard holds a Bachelor of Arts (Economics) from the
University of Warwick (UK).

Ms Barbara Burger
Director (Non-executive)

Date of appointment: 28 June 2012

Board committees:
OHS & Environmental Risk Committee and Nomination
Committee

Barbara brings to the Board extensive experience in
marketing, manufacturing and supply chain management.
She has worked for Chevron for over 25 years and is
currently the Vice President — Lubricants Supply Chain

and Base Oil for Chevron Lubricants. In this role, she is
responsible for Lubricants’ Operational Excellence, its Base
Oil business as well as the procurement, manufacture and
distribution of all lubricants, coolants and greases worldwide.

Barbara holds a Bachelor of Science (Chemistry) from

the University of Rochester (US), a Doctor of Philosophy
(Chemistry) from the California Institute of Technology (US)
and a Master of Business Administration (Finance) from the
University of California (US).

Mr Greig Gailey
Director (Non-executive/Independent)

Date of appointment: 11 December 2007

Board committees:

Human Resources Committee (Chairman), Audit
Committee, Nomination Committee and OHS

& Environmental Risk Committee

Greig brings to the Board extensive Australian and
international oil industry experience, and a background

in industrial and capital intensive industries as well as
involvement in public policy. From 1964 to 1998, he
worked at British Petroleum Company (BP), where he

held various positions throughout Australia and offshore,
including management of refining, supply and distribution
in Australia and Europe. Greig was subsequently appointed
CEO of Fletcher Challenge Energy (New Zealand), a position
he held from 1998 to 2001. In August 2001, he joined
Pasminco Limited as CEO. Pasminco was transformed and

relisted as Zinifex Limited on the ASX in April 2004, and
Greig became Managing Director & CEO of Zinifex Limited
from that date until standing down in June 2007.

Greig is Chairman of ConnectEast and the Board of Trustees
of the Energy and Minerals Institute at the University

of Western Australia and a member of the advisory board

of CSL Australia and the Victorian Opera Company. Greig
was previously a director of the Australian Davos Connection
Limited (from November 2007 to September 2012).

Greig holds a Bachelor of Economics from the University
of Queensland.

Mr Ryan Krogmeier
Director (Non-executive)

Date of appointment: 30 March 2012

Board committees:
Nomination Committee and Human Resources Committee

Ryan brings to the Board considerable experience in the

oil and gas industry, particularly in the areas of crude and
products supply and trading, risk management and financial
operations. He currently serves as the Global Vice President
of International Products, Joint Ventures and Affiliates for
Chevron and was appointed to this role in April 2012. Ryan
is based in Singapore and has over 20 years of experience
working for Chevron. Previously, he was the Vice President
— Americas East, Caribbean and Latin America for Chevron,
in which he was responsible for strategy and profits for
Chevron’s downstream fuels business in those regions.

Ryan is a director of GS Caltex Corporation (in Korea),
Star Petroleum Refining Co Ltd (in Thailand) and Singapore
Refining Company Pte Ltd (in Singapore).

Ryan holds a Bachelor of Business Administration
(Accounting) from the University of Iowa (US) and

a Master of Business Administration from the University
of California (US).

Mr John Thorn
Director (Non-executive/Independent)

Date of appointment: 2 June 2004

Board committees:
Audit Committee (Chairman), Human Resources Committee
and Nomination Committee

John brings expertise to the Board in accounting and
financial services, business advisory, risk and general
management. He has over 37 years of professional
experience with PricewaterhouseCoopers, where he was

a partner from 1982 to 2003 and was responsible for major
international and local clients. During this period he
served as the Managing Partner of PricewaterhouseCoopers’
Assurance and Business Advisory Service practice from
1998 to 2001. He was the National Managing Partner

of PricewaterhouseCoopers until 2003.

John is a director of Amcor Limited (appointed

December 2004), National Australia Bank Limited
(appointed October 2003) and Salmat Limited (appointed
September 2003).

John is a Fellow of the Institute of Chartered Accountants
in Australia.
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BOARD PROFILES (continued)

Ms Colleen Jones-Cervantes
Alternate director

Date of appointment: 30 March 2012 for Mr Ryan Krogmeier
and 28 June 2012 for Mr Richard Brown and
Ms Barbara Burger

Colleen currently serves as Chevron’s Vice President

— Product Supply & Trading and has global responsibility for
the supply of non-crude oil feedstocks to Chevron’s refining
system, refined products supply and trading, marine fuels
marketing and biofuels supply and trading. Her organisation
operates from four trading hubs in London, Singapore, the
US Gulf Coast and the US west coast and provides coverage
to all of Chevron’s downstream geography. Colleen is based
in the US. She was previously the Vice President of Global
Marketing for the Asia Pacific Region and was based

in Singapore.

Colleen holds a Bachelor of Science (Mechanical
Engineering) from Michigan Technological University (US).

Colleen previously served as a director of Caltex Australia
Limited (June 2008 to August 2010) and as an alternate
director of Caltex Australia Limited (July 2006 to May 2008).

FORMER DIRECTORS

Mr Brant Fish
Director (Non-executive)

Brant served as a director of Caltex Australia Limited
from 27 July 2006 to 29 March 2012 and is a former
alternate director (April 2005 to July 2006). He was also
a member of the Human Resources Committee and the
Nomination Committee.

Brant currently serves as Chevron'’s Vice President, Americas
Products, West Downstream & Chemicals. In this role,

he is accountable for the profit and loss of Chevron’s
refining and fuels marketing activities and driving supply
chain optimisation value capture in the Western region

of the United States plus Hawaii, and is based in the US.

He was previously the Global Vice President of Joint
Ventures & Affiliates for Chevron International Products.

Brant holds a Bachelor of Science (Mechanical Engineering)
from the University of Florida (US).

Mr Timothy (Tim) Leveille
Director (Non-executive)

Tim served as a director of Caltex Australia Limited from
1 December 2010 to 27 June 2012. He was also a member
of the Nomination Committee.

Tim currently serves as Senior Vice President, Chief
Financial Officer and Controller of Chevron Phillips
Chemical Company. He was appointed to this role in March
2012 and has primary responsibility for the financial plans
and policies of the organisation, including establishment
and maintenance of fiscal controls, preparation and
interpretation of financial reports, and safeguarding the
organisation’s assets. He is also responsible for development
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and maintenance of overall accounting policies and controls
and for establishing and maintaining good corporate
relations with the financial communities. As part of his

role, Tim manages the accounting, tax, treasury, corporate
reporting and financial controls areas as well as the
information technology function. Previously, Tim served

as the Assistant Treasurer Opco Support and Intercompany
in Chevron'’s Corporate Treasury department.

Tim is a licensed Certified Public Accountant (US) and
holds a Bachelor of Science (Accounting and Computer
Science) from Boston College and a Master of Business
Administration (Finance and International Markets)
from Columbia University (US).

Mr Walter (Walt) Szopiak
Director (Non-executive)

Walt served as a director of Caltex Australia Limited

from 1 September 2010 to 27 June 2012 and is a former
alternate director (April 2009 to August 2010). He was also
a member of the Nomination Committee and the OHS

& Environmental Risk Committee.

Walt serves as the General Manager - Manufacturing

& Supply for Chevron Oronite, Asia Pacific and is
responsible for the manufacturing and supply activities for
Chevron Oronite’s additives business in the Asia Pacific
region. Walt has worked for Chevron for over 25 years

and has served in a range of technical and operations
management and supply chain optimisation roles. He is
based in Singapore.

Walt holds a Bachelor of Science (Chemical Engineering)
from Virginia Polytechnic Institute (US).

REVIEW OF RESULTS AND OPERATIONS

General overview

On a historic cost basis (including inventory gains),
Caltex recorded an after tax profit of $57 million for

the 2012 full year. This includes significant items of
approximately $309 million (after tax), which primarily
relates to provisions in respect of the closure of the
Kurnell refinery. This compares favourably to the 2011
after tax loss of $714 million, which included significant
items of $1,116 million (after tax) relating to the refinery
impairment. The 2012 result includes product and crude
oil inventory losses of $92 million after tax, compared with
an inventory gain of $138 million after tax in 2011.

Significant items of $441 million (pre-tax discounted
basis) include the previously announced provisions

of $430 million in respect of future costs relating to the
closure of the Kurnell refinery. This includes employment
benefits, refinery dismantling and site remediation.



Replacement cost operating profit

On an RCOP basis, Caltex recorded an after tax profit for the
2012 full year of $458 million, excluding significant items.
This compares with $264 million for the 2011 full year
(excluding significant items). The higher 2012 result is due
to continued growth within Marketing & Distribution,

a lower depreciation charge as a result of the 2011 refinery
impairment, and improved refinery reliability and higher
production volumes which allowed Caltex to capitalise on
more favourable externalities, including strong second half
refining margins'.

Marketing & Distribution business remains strong,
resilient and continues to grow

Marketing & Distribution earnings before interest and tax
(EBIT) of $736 million was 6% higher than 2011 (which was
also a record year). This result reflects the company’s strategy
of driving sales of premium petrol and retail diesel, jet fuel
and lubricants. This is despite the ongoing industry-wide
trend of declining regular unleaded petrol sales, exacerbated
by more aggressive competition. The earnings growth was
supported by continued investment in retail store upgrades,
the successful integration of two small acquisitions, and
supply chain infrastructure upgrades, including the recent
successful doubling of the Sydney jet fuel pipeline capacity.

Caltex’s Marketing & Distribution business remains strong
and resilient. Caltex is committed to continuing to invest
throughout the supply chain, including the on-going
refurbishment of Caltex retail sites and construction

of leading industry terminals in Adelaide and Sydney.

Refining & Supply benefits from higher production
volumes, lower depreciation and more favourable
externalities

Refining & Supply delivered a significant turnaround
compared with the prior year, delivering $88 million EBIT
(2011: $208 million loss). Improved refinery reliability
(particularly through the second half) resulted in the highest
production volumes since 2007. This allowed Caltex to

take advantage of more favourable externalities, including

a stronger Caltex Refiner Margin (CRM) of US$11.83/bbl
(2011: US$7.98/bbl). This incorporates a strong second half
CRM of US$13.58/bbl (H2 2011: US$8.14/bbl). The result
was further supported by a depreciation charge which was
$113 million lower than in the prior year, following the 2011
refinery impairment.

The better configuration at Lytton allowed it to contribute
the majority of Refining & Supply earnings. Kurnell just
broke even (before one-off costs relating to its planned
closure), despite an improved second half operating
performance. Unfortunately, its poor competitive position
restricts its ability to generate acceptable and sustained
returns, despite favourable market conditions. Whilst

still at an early stage, Caltex remains on track to close the
refinery operations at Kurnell towards the end of 2014.

Balance sheet remains strong

Net debt at 31 December 2012 was $740 million, compared
with $617 million at 31 December 2011. Caltex is
committed to maintaining a BBB+/Stable credit rating.

Dividend

The Board has decided to declare a final dividend of 23 cents
per share (fully franked) for the second half of 2012.
Combined with the interim dividend of 17 cents per share
for the first half, paid in September 2012, this equates to

a total dividend of 40 cents per share for 2012, fully franked.
This compares with a total dividend payout of 45 cents per
share (fully franked) for 2011, and reflects the temporary
reduction in the payout ratio (to 20% to 40%) during the
Kurnell closure period.

PRINCIPAL ACTIVITIES AND STATE OF AFFAIRS

The principal activities of Caltex during the year were the
purchase, refining, distribution and marketing of petroleum
products and the operation of convenience stores
throughout Australia. There were no significant changes

in the nature of Caltex’s principal activities or in the state
of affairs during the financial year.

EVENTS SUBSEQUENT TO THE END OF THE YEAR

No items, transactions or events of a material or unusual
nature that, in the opinion of the Board, are likely to
significantly affect the operations of Caltex, the results
of those operations or the state of affairs of the Group
in subsequent financial years, have arisen in the period
from 31 December 2012 to the date of this report.

LIKELY DEVELOPMENTS

Business operations

Caltex will continue to purchase, refine, distribute and
market petroleum products and operate convenience stores
throughout Australia.

Outlook

Marketing & Distribution is expected to grow, despite

a competitive environment. Successfully transitioning
Kurnell from a refinery to Australia’s largest import terminal
will underpin an industry leading supply chain. The Lytton
refinery remains an important part of the company’s

supply chain.

Caltex supplies over one third of all transport fuels in
Australia and remains committed to maintaining secure
and reliable supply to its commercial and retail customers.

CLEAN ENERGY FUTURE (CEF) LEGISLATION

The Clean Energy Future legislation’s Carbon Price
Mechanism (CPM) commenced on 1 July 2012, placing

a direct price on carbon for facilities which emit at least
25,000 tonnes of carbon dioxide equivalent annually and
via changes to the fuel tax credit and excise schemes for
specific fuel use.

1.  The Caltex Refiner Margin (CRM) represents the difference between the cost of importing a standard Caltex basket of products to Eastern Australia
and the cost of importing the crude oil required to make that product basket. The CRM calculation represents: average Singapore refiner margin
+ product quality premium + crude discount/(premium) + product freight - crude freight - yield loss.
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CLEAN ENERGY FUTURE (CEF) LEGISLATION (continued)

A price on carbon has had an impact on Caltex, with our
refineries in Kurnell and Lytton being liable entities under
the CPM. As an emissions-intensive trade-exposed industry,
petroleum refining receives the highest rate of assistance
under the Government’s Jobs and Competitiveness Program,
with receipt of freely granted carbon permits.

Caltex has worked across the business to ensure that
systems, processes and governance are established to
manage compliance and reporting obligations under this
new regulation and that business channels and management
have a clear view of requirements.

Although no on-road transport fuels are covered under the
CPM, an equivalent carbon price applies to some liquid
and gaseous fuel use, through changes in fuel tax credits
and changes in excise as administered by the Australian
Taxation Office.

ENVIRONMENTAL REGULATIONS

Caltex is committed to compliance with Australian laws,
regulations and standards, as well as to minimising the
impact of our operations on the environment. The Board’s
OHS & Environmental Risk Committee seeks to address the
appropriateness of Caltex’s OHS and environmental practices
to manage material health, safety and environmental risks,
so that these risks are managed in the best interests of Caltex
and its stakeholders.

Caltex sets key performance indicators to measure
environmental, health and safety performance and drive
improvements against targets. In addition to review by
the Board, progress against these performance measures
is monitored regularly by the Managing Director & CEO
with General Managers and Business Unit Managers.

Risks are examined and communicated through the

Caltex Risk Management Framework, an enterprise-wide
risk management system which provides a consistent
approach to identifying and assessing all risks, including
environmental risks. Under the framework, risks and
controls are assessed, improvements identified, and regular
reports are made to management and the Board.

The Caltex Operational Excellence Management System

is designed to ensure that operations are carried out in an
environmentally sound, safe, secure, reliable and efficient
manner. Its operating standards and procedures support
the Caltex Environment Policy, and the Caltex Health and
Safety Policy.

In 2012, Caltex made its fourth submission under the
National Greenhouse and Energy Reporting Scheme,
reporting energy consumption and production as well
as greenhouse gas emissions from Group operations.

Caltex also published its fifth public report under the Federal
Energy Efficiency Opportunities program, communicating
energy savings achieved. Caltex also continued to disclose
information on emissions under the National Pollutant
Inventory. Caltex is a signatory to the Australian Packaging
Covenant and has submitted a five year action plan in
accordance with the requirements.
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Compliance with environmental regulations

A total of 17 environmental protection licences were held
by companies in the Caltex Australia Group in 2012 for two
refinery sites, 10 terminals, two marketing facilities and one
aviation refuelling facility.

Any instances of non-compliance against these licences were
reported to the environmental regulator in each state. All
significant spills and environmental incidents were recorded
and reported as required to government authorities.

In 2012, Caltex received two penalty infringement notices
of $1,500: one from Sydney Ports Authority relating

to an oil leak from a cargo hose and one from the New
South Wales Environmental Protection Authority relating
to an odour release from the Propane De-Asphalting unit
during maintenance. Although this latter incident occurred
in 2011, the fines were issued in 2012.

Regular internal audits are carried out to assess the efficacy
of management systems to prevent environmental incidents,
as well as control other operational risks. Improvement
actions determined through the audit process are reviewed
by the Board’s OHS & Environmental Risk Committee and
senior management. Caltex is committed to achieving

100% compliance with environmental regulations and, all
breaches have been investigated thoroughly and corrective
actions taken to prevent recurrence.

LEAD AUDITOR’S INDEPENDENCE DECLARATION
The Lead Auditor’s Independence Declaration is set out
on page 52 and forms part of the Directors’ Report for the
financial year ended 31 December 2012.



REMUNERATION REPORT

The directors of Caltex Australia Limited present the Remuneration Report prepared in accordance with section 300A of the
Corporations Act for the Caltex Australia Group for the year ended 31 December 2012.

The information provided in this Remuneration Report has been audited as required by section 308(3C) of the Corporations Act,
apart from where it is indicated that the information is unaudited. This Remuneration Report forms part of the Directors’ Report.
Key terms are defined in the Glossary of Terms section at the end of the Annual Report.

There have been no significant changes to the remuneration structure for the financial year.

1. Remuneration summary

T1a. Executive Director and Senior Executives'

Julian Segal
Simon Hepworth

Peter Lim

Mike McMenamin

Gary Smith

Andy Walz

Simon Willshire

Managing Director & CEO
Chief Financial Officer

Company Secretary and General Counsel. Appointed effective 1 January 2012 after undertaking the
role in an acting capacity from 28 March 2011

General Manager — Strategy, Planning and Development

General Manager — Refining & Supply. Accountability broadened to include leadership of Caltex’s
supply business following the retirement of Ken James, General Manager Supply & Distribution
on 30 April 2012

General Manager — Marketing. Accountability broadened to include leadership of Caltex’s distribution
business following the retirement of Ken James, General Manager Supply & Distribution on
30 April 2012

General Manager — Human Resources

Former
Ken James General Manager — Supply & Distribution. Retired 30 April 2012
ELEMENT OF REMUNERATION SUMMARY SECTIONS

Fixed remuneration

Fixed remuneration is set at the market median by reference to benchmark 3a
information for comparable roles.

For the 2012 fixed remuneration review for Senior Executives (effective 1

April 2012), Caltex applied an overall increase of 5.5% with actual increases
depending on individual performance and level of salary relative to the market
median.

Short Term Incentive (STI) Participation in the Rewarding Results Plan gives employees the opportunity to 3d

earn a short term incentive if they achieve Caltex, departmental and individual
performance targets which are linked to the achievement of the annual
business plan.

No short term incentives are paid if less than 80% of business plan RCOP NPAT
is delivered. Performance in 2012 was achieved above this threshold level
of performance.

Individual performance scorecards focus primarily on the delivery of Caltex
financial objectives and critical business initiatives to emphasise the shared
accountability for Caltex performance.

The aim of the Rewarding Results Plan is to incentivise significant over plan
performance. The maximum amounts payable for Senior Executives when
stretching performance targets have been achieved range between 92% and
100% of base salary depending on role. The amounts payable “at target” range
from 46% to 50% of base salary depending on role.

1. Throughout this Remuneration Report, Senior Executives of Caltex refers to executives who fall within the definition of key management
personnel of Caltex (being those persons with authority and responsibility for planning, directing and controlling the activities of Caltex)
including the Managing Director & CEO. This group is also referred to as the Caltex Leadership Team (CLT) in this report.
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REMUNERATION REPORT (continued)

ELEMENT OF REMUNERATION SUMMARY SECTIONS
Short Term Incentive (STI) A mandatory deferral of short term incentives applies to the Managing Director 3d
(continued) & CEO, the Caltex Leadership Team as well as other senior managers.

Under the 2012 deferral policy, one third of the short term incentive (as long
as the incentive is greater than $105,000) will be delivered in Caltex shares,
which have a six month service related forfeiture risk and are restricted from
sale for two years.

Average 2012 STI outcomes for Senior Executives, including the Managing
Director & CEO, were 71% of base salary (53% in 2011).

The 2012 performance was strong against many of the key performance
indicators and, as a result, actual short term incentives paid to senior
executives for 2012 were higher than in 2011. The increased outcomes this
year predominantly reflected higher Caltex RCOP NPAT performance against
the business plan target in 2012 after the exclusion of significant items and
the progress made in strategic developments. In comparison, 2011 RCOP NPAT
performance was between the threshold and target levels of performance.

Long Term Incentive (LTI) The Caltex Equity Incentive Plan (CEIP) gives participants the opportunity to 3e
receive Caltex shares in the future if challenging performance targets are achieved.

The measure of performance is Total Shareholder Return (TSR) over a three year
period relative to two comparator groups (being the members of the ASX 100
Accumulation Index and, separately, six international refining and marketing
companies).

For grants since 2010, the level of performance required for 100% vesting is the
90th percentile (compared to typical market practice being the 75th percentile)
and the level of performance for 50% vesting is the 62.5th percentile
(compared to typical market practice being the 50th percentile). At the 50th
percentile level of performance only 33.33% of rights would vest.

Grants made under the CEIP in 2010 vested at 31 December 2012 for

each of the two comparator groups. Caltex performance for the 2010 to
2012 performance period was at the 97.8th percentile against the ASX 100
Accumulation Index group and at the 66.7th percentile of the selected group
of international refining and marketing companies. As a result, 77.8% of the
2010 grant vested at 31 December 2012 and the remaining 22.2% lapsed.

Post employment In addition to any statutory entitlement, executives may be entitled to post 3g
employment benefits depending on the circumstances in which their
employment is terminated. An example of such benefits is the continuation
of pre-existing long term incentive grants until the expiry of the original three
year performance period in circumstances other than resignation or dismissal.

1b. Non-executive directors

Current directors

Ms Elizabeth Bryan (Chairman)

Mr Trevor Bourne

Mr Greig Gailey

Mr John Thorn

Mr Richard Brown* (Appointed 28 June 2012)
Ms Barbara Burger* (Appointed 28 June 2012)
Mr Ryan Krogmeier* (Appointed 30 March 2012)

Former directors

Mr Tim Leveille* (Resigned 27 June 2012)

Mr Walt Szopiak* (Resigned 27 June 2012)
Mr Brant Fish* (Resigned 29 March 2012)

* Ms Colleen Jones-Cervantes: Appointed as alternate director for each of Mr Brown and Ms Burger from 28 June 2012, and for Mr Ryan
Krogmeier from 30 March 2012. Appointment as alternate director for each of Mr Leveille and Mr Szopiak ended on 27 June 2012, and
appointment for Mr Brant Fish ended on 29 March 2012.
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ELEMENT OF REMUNERATION SUMMARY SECTIONS

Fees Remuneration for non-executive directors is fixed, and does not have any 4a
variable components.

The non-executive directors do not participate in any Caltex incentive or 4a
bonus schemes.

Fees for non-executive directors are reviewed by the Human Resources 4b
Committee, which engages an independent expert to provide advice and
recommendations. Fees are then set by the Board.

No changes will be made to fees for non-executive directors for 2013.

Superannuation and retirement Superannuation contributions are made at a rate of 9%. Superannuation is not 4b
benefits paid for overseas directors. No additional retirement benefits are paid.
Total remuneration pool Fees paid to non-executive directors are subject to a maximum annual Board 4b

remuneration pool of $2,000,000 (including superannuation). This pool was
approved by shareholders at the Annual General Meeting held on 22 April
2010, with effect from 1 May 2010 and no change will be sought to the pool
during 2013.

2. Board oversight

The Board takes an active role in the governance and oversight of Caltex’s remuneration policies and practices. The Human
Resources Committee (Committee) assists the Board in relation to Caltex’s remuneration framework and seeks to ensure
that appropriate remuneration arrangements are in place and that practices are clear and understandable. The Committee
undertakes functions delegated by the Board, including approving Caltex’s annual remuneration program and aspects of its
incentive schemes. The Committee’s charter is available from our website (www.caltex.com.au).

The Committee is independent of management and obtains advice from independent experts as necessary. The use

of external specialists to provide advice and recommendations in relation to the remuneration of non-executive directors,
the Managing Director & CEO and Senior Executives is either initiated directly or approved by the Committee, and these
specialists are directly engaged by the Committee Chairman.

During 2012, Caltex received “remuneration recommendations” (as defined in the Corporations Act) from Godfrey
Remuneration Group (Godfrey) in relation to the Managing Director & CEO, non-executive director and Senior Executive
remuneration and fixed remuneration outcomes.

Godfrey provided a formal declaration confirming that the recommendations provided were free from “undue influence”
by the members of the key management personnel (KMP) to whom the recommendations were related, and the Board is
satisfied that the recommendations were made free from any undue influence. No members of key management personnel
were involved in the selection and appointment of Godfrey or in the development of any advice in relation to their role.

As required to be disclosed by the Corporations Act, within the context of the work described above, fees paid to Godfrey for
the remuneration advice and recommendations were $35,150 (excluding GST). Godfrey did not provide any other services
(as defined in the Corporations Act) to Caltex in 2012.

The Committee and/or the Board also received independent advice or information from the following organisations:
ORGANISATION PURPOSE ROLE

Ernst & Young Valuation of performance rights. Information

Taxation information relating to long term incentives and
deferral of short term incentive into Caltex shares.

Egan Associates Assessment of Caltex’s relative TSR performance relating to Information
vesting of performance rights.

PricewaterhouseCoopers Information on LTI market practice and emerging trends. Information and advice

Perspectives on the proposed changes to the LTI plan design,
and the transition to share retention arrangements.
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REMUNERATION REPORT (continued)

3. Executive Director and executive remuneration

3a. Remuneration philosophy and structure
The overarching goal of the Caltex remuneration philosophy and structure is the delivery of superior shareholder returns.
The guiding philosophy for how Caltex rewards Senior Executives and all other employees is:

e Alignment with shareholders’ interests — the payment of variable incentives is dependent upon achieving financial
and non-financial performance hurdles that are aligned with shareholders’ interests.

e Performance focused and differentiated — Caltex’s reward and performance planning and review systems are closely
integrated to maintain a strong emphasis and accountability for performance at the company, department and individual
levels. Rewards are differentiated to incentivise and reward superior performance and appropriate employee behaviours.

e Market competitive — all elements of remuneration are set at competitive levels for comparable roles in Australia and
allow Caltex to attract and retain quality candidates in the talent market.

Caltex uses a Total Reward Value approach consisting of three main elements:
1. Fixed remuneration — comprising base salary and allowances,

2. Variable, at risk remuneration — comprising a mix of cash and equity based incentives payable upon the achievement
of financial and non-financial performance hurdles, and

3. Superannuation — generally payable at a rate of 9% of base salary plus any cash incentive payments and is included
in the calculation of Total Reward Value for comparison purposes.

Caltex undertakes regular monitoring and comparison of the market competitiveness of each executive’s remuneration
using the Total Reward Value approach.

Alignment with strategy

Cash incentives reward the delivery of stretching but potentially attainable annual financial and non-financial performance
measures and long term equity based incentives reward the delivery of superior total shareholder returns relative to Caltex’s
peers over the longer term (three years). The performance measures set are in many cases relative and not absolute and are
designed to provide rewards when Caltex exceeds the performance of peers and competitors or delivers upon strategically
important outcomes.

At Caltex, incentives are not designed as “profit sharing arrangements” and as such performance measures may factor in
externalities which management cannot control (such as global refining margins). There will be occasions when incentives
are paid when externalities such as the refiner margins and exchange rate fluctuations and their implications may have
reduced overall shareholder returns. Equally, incentives may not be paid when externalities are favourable to shareholders
but the company’s relative performance is poor.

3b. Pay mix and pay market competitiveness

Fixed remuneration is reviewed annually and set relative to the skills and accountabilities of the executive and is aligned

to the market median of Australian industry benchmarks. Total Reward Value is set at the market median of the benchmarks
for “at target” performance with the opportunity to earn Total Reward Value above the market median for above target
stretch performance.

Performance based, at risk, remuneration targets are set annually as a proportion of base salary. Short term incentives
(involving both cash and equity) are managed via the Rewarding Results Plan and long term equity based incentives via the
Caltex Equity Incentive Plan (CEIP). Further information on these reward plans is set out below. The “at target” pay mix for
the Managing Director & CEO and Senior Executive group is detailed in the diagram titled 2012 remuneration mix “at target”.
The pay mix targets are aimed at rewarding the delivery of superior shareholder returns. By way of comparison, Caltex has

a larger than average LTI component than current market practice. Research undertaken by Caltex during 2011 confirmed that
Caltex has tougher long term incentive vesting conditions than most ASX 50 companies and that Caltex long term incentive
vests more gradually as relative performance improves.
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2012 remuneration mix “at target”

Base Salary
CEO 40% 13% 7% 40%
At Risk — STI Cash
]
At Risk — STI Shares

Other Senior s s o » -
Executives AED 15% K e At Risk — LTI

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Notes:

1. STI cash and STI shares comprise the incentive provided through the Rewarding Results Plan. “At target” performance, two thirds is
payable as cash and one third is deferred into shares. For other Senior Executives the “at target” remuneration mix is representative
of a 46% of base salary STI target.

2. LTI comprises performance rights granted under the CEIP.

3. The 2012 remuneration mix represents the value of LTI at 75th percentile TSR performance. Initial grants of performance rights under CEIP
are made at the maximum or stretch level being 150% of Base Salary for the Managing Director & CEO and at 90% of Base Salary for Senior
Executives. The proportion of the initial grant received depends on performance, for example, executives will only receive 100% of the initial
grant if the performance measure (relative TSR) is at or above the 90th percentile for both comparator groups.

The Total Reward Value and pay mix for the Managing Director & CEO is set out in his service agreement and his base
salary is reviewed annually by the Committee and approved by the Board, utilising remuneration information provided by
independent consultants for Australian roles with similar skills, accountabilities and performance expectations.

The Total Reward Value and pay mix for other Senior Executive members is reviewed regularly by the Committee and
approved by the Board, as appropriate, on the basis of recommendations from the Managing Director & CEO, utilising
remuneration information provided by independent consultants for Australian roles with similar skills, accountabilities
and performance expectations.

In undertaking the 2013 review of the Managing Director & CEO and Senior Executive remuneration, the Board utilised

a comparator group comprising 24 ASX listed companies with 12 larger and 12 smaller than Caltex’s market capitalisation.
This group has been chosen as the Board believes they are of similar size and complexity to Caltex’s business, and are also
key competitors for executive talent.

3c. Setting and evaluating the performance of executives in 2012

Performance measures for 2012 were derived from the business plan in line with the company direction set by the Board.
The Board approved the 2012 business plan and has regularly monitored and reviewed progress against plan milestones
and targets.

The approved Caltex business plan was then translated into departmental objectives. The company objectives were approved
by the Human Resources Committee prior to the commencement of the performance year.

Within each business unit, specific performance agreements were then developed for individual employees, thus completing
the link between employees and delivery of the business plan. Performance agreements must be agreed between the
employee and his or her manager. Senior Executives set their performance agreements jointly with the Managing Director

& CEO.

Examples of the key Caltex success measures for 2012, as approved by the Committee, are set out below. These measures
were selected because they were identified as important financial and operational drivers which would determine the success
of Caltex in 2012.

2012 Caltex success measures

Individual scorecards are set for each member of the executive team and the objectives will typically include the following
types of measures:

Financial
e RCOP NPAT - see explanation below,
e Free Cash Flow - the generation of sufficient cash flow to pursue growth opportunities and pay dividends,

e Earnings Before Interest and Tax (EBIT) — the internal measure of financial performance at a departmental level for each
of Marketing and Refining and Supply,

e Cost Efficiency - management of operating costs and optimisation of capital expenditure to improve the profitability
of the business,

e Sales Volumes, and

e High Value Product - the production of premium fuels.
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