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Abstract 

The recent global energy market have been dramatically fluctuating between 2007 and 

2009 by many financial and political factors. Especially, the coal price had been steady 

low at between 12 USD and 25 USD per metric ton.  The price reached to the peak at 180 

USD per metric ton July 2008. It is more than 6 times bigger than the lowest price. In 

between mid-2002 andmid-2003, the price was in the taking off stage according to the 

data. Therefore, by the analysis of financial performance of the promising Australian 

company in 2002, this is aim to research the sign of the big change in the coal price. 

Centennial Coal is a growing mining company, which has recently become the largest 

independent coal producer in Australia by acquiring a number of new coal mines, 

including the mine portfolio of Powercoal. On the whole it can be said that Centennial 

Coal became a “Big Player” in the Australian domestic coal business through the 

acquisition with Powercoal, However. there were various consequences of this purchase 

including higher expenses, lower margins and an adjustment of $1,792,000 against 

retained profits due to the increase of their employees (319 to 1,359). Nevertheless, 

Centennial’s steady profit increases over early 2000 are mainly due to the efficiency of 

its acquisitions and the high market growth of coal domestically and internationally. A 

closer look into Centennial’s profit ratios reveals trends in profitability throughout the 

auditing period. A further point are the long term contracts with the Australian 

government, which Centennial successfully managed and helped to reach a better growth 

rate than their competitors in the Australian domestic market. 
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1. INTRODUCTION 

The Centennial Coal Company Limited was established in 1989 and listed on the Australian 

Stock Exchange in 1994. To this date, the company has 6,400 Shareholders, a market capitalization of 

$400 million and is also ranked 140 in the S&P/ASX 200 Index. 

“Working Together Produces Results” 

Centennial sells 80% of its coal to the domestic market where the coal is used predominately for 

energy production. Through acquisition and development it has grown to thirteen coal mines-one in 

Queensland and twelve in NSW. It is the largest coal producer in NSW with the majority of its sales to 

the NSW government for the generation of electricity. Centennial has been able to secure long-term, 

index priced contracts from the NSW government with an average weight of 12 years. The company also 

sells to local building material and industrial companies. 

Centennial currently exports approximately 20% of its coal. Some of its overseas customers 

include power stations and steel mills in China, Japan, Korea and India. 

According to ABARE 2002, Australia‟s largest export commodity is coal and consists of 10% 

(A$13.3 billion) of Australia‟s export merchandise trade
1
. Australia exports 70% its coal production 

making this country the fourth largest coal producer in the world. Australia‟s exports account for around 

30% of world 
trade2

. Coal Production in Australia and exports have increased steadily since 1997 as 

depicted in the graph below. 

 

 

World Coal Institute
 

Concerning the domestic market, coal is Australia‟s major source of power, providing over 80% 

of total fuel input for electricity generation. ABARE forecasts that electricity generation will grow by 2.2 

per cent a year though to 2020 with coal continuing to provide the substantial majority of fuel used. With 

NSW usage of electricity increasing faster than any other state (see figure below) 
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ABERE 2002 

 

ABARE 2002 states that the Australian coal industry has over 105 mines with five major global 

coal suppliers present in Australia which have a significant impact on the industry. They are BHP-

Billiton, Coal & Allied, Pacific Coal, Xstrata, and Anglo. Furthermore, there also exist 50 smaller 

companies like Centennial, which only produce coal from Australian mines. 

In this report, we will be looking into profitability, leverage, liquidity ratios in addition to the 

financial statements. These will give us an indication into the performance, efficiency and financial 

stability of the company. None of the inventory ratios have been used, as they are not relevant due to the 

contractual nature of the industry. 

Due to the long-term, index priced contracts Centennial has secured with the government and the 

larger amount of indirectly competing export coal companies, we predict that competitors will have a 

minimal impact on its ratios. For this report Coal & Allied, a „coal only‟ company was chosen as a 

benchmark against Centennial. 

Financial Statements Overview 

Prior to public release, Deloitte Touch Tohmatsu audited the financial report of Centennial Coal. 

The auditor notes the report gives a true and fair view of the company's performance as at 30 June 2003. 

The report complies with the Australian Corporations Act 2001. 

In 2003, the most significant event which had a major impact on the financials of Centennial was 

the acquisition of “Powercoal”, a NSW based company which has now been successfully implemented 

into Centennial's strategic operations. The company had pledged all non-current assets of security in order 

to obtain debt financing totaling $246.9 million to pay for the acquisition. The ratio of debt to equity 

financing for the acquisition was 70:30. 

This move has effected the calculations of many financial ratios in this report. The sheer amount 

of debt financing raised has affected the capital structure of the organization and thus all major leverage 

and liquidity ratios and shareholders equity. 

One of the most notable outcomes of the acquisition was the increase in expenses. Total income expenses 

from the Statement of Income rose from $34.2 to $70.7 million, around a 100% increase. The 

consolidation of Powercoal also resulted in a much higher amortization and depreciation expense for 
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Centennial due to the fair value accounting adjustment of Powercoal assets and higher rates of 

depreciation for these assets. This move has resulted in higher borrowing costs as well. Both the increase 

in depreciation and in borrowing costs have an overall influence on net profit and are compared in Table 

1.0 with 2002 data prior to the Powercoal acquisition. 

 

Table 1.0     2003  2002 

      $‟000  $‟000 

Depreciaion: 

Buildings     335  130 

Plant and equipment    24,743  8566 

Mining and development properties  9985  3246 

Equipment under finance lease   437  298 

Total depreciation and amortisation             35,500              12,240 

 

Borrowing Costs:     

Interest Expense    14,728  2,011 

Amortisation of deferred borrowing costs 1,446      274 

Leased asset finance charges   119  201 

  

 

 

There are some revised accounting standards for the year which have an impact on the financial 

statements that need to be addressed. They are as follows: 

 Revised accounting standard AASB 1028 „Employee Benefits Long Service Leave‟ required an 

adjustment of -$1,792,000 against retained profits. The number was influenced by the employee 

increase after the Powercoal acquisition (319 to 1,359). 

 Centennial have decided to follow the accounting standard of AASB 1044 'Provisions, 

Contingent Liabilities and Contingent Assets‟. This means that contingent liabilities/assets only 

are recognized when the Directors have declared, determined or publicly recommended the 

contingent liability/asset. That means that for instance a promise of dividend is not recognized as 

liability before the Directors have declared it. This change of policy explains why Centennial had 

a reversal of dividend provision of 7.3 million in 2003. 

 Centennial made some adjustments for the 2002 financial statements. This was due to a deferred 

gain on foreign currency related to their foreign currency assets. This increased the total current 

assets and total current liabilities for Centennial by 6.5 million. This had impact on the ratios the 

liquidity ratios for 2002 and made the current ratio for 2003 slightly higher and the acid test ratio 

lower. 

Total borrowing costs                                          16,293                2,468 
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2. PERFORMANCE ANALYSIS 

Centennial‟s steady profit increases over the last four years are mainly due to the efficiency of its 

acquisitions and the high market growth of coal domestically and internationally. A closer look into 

Centennial‟s profit ratios will reveal trends in profitability throughout the auditing period. 

 

 

From the auditing period of 2000-2002, the company enjoyed steady growth in Gross Profit and 

in operating and net profit. Although, an investor should not look so kindly towards these figures because 

in 2003, the company witnessed a sharp drop in the gross profit margin, which resulted in an overall 

lower operating profit margin for the company. The Industry Average
3
for the Gross Profit Margin is 46%, 

therefore this drop in 2003 puts Centennial well below the margin performance across the industry. 

The company has an explanation for this as it states its annual report “Profit margins were lower 

than the previous year as a consequence of lower export prices and higher proportion of lower margin 

but secure fixed price domestic sales to the power industry.”
4
The question still remains as to whether the 

company will be able to improve its margins over the subsequent years with these fixed price, long-term 

contracts considering 80% of its coal is sold to the domestic market. 
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If Centennial‟s profit performance is benchmarked against the major player „Coal & Allied‟, the 

margins for 2001 and 2002 turn out to be much more comparable than in 2003. This drastic drop in Coal 

& Allied‟s profit margins was due to a stronger Australian currency, lower coal prices and decreased 

volumes around the world. Because Centennial has much lower exports than Coal & Allied (20% as 

opposed to 90%), the company was relatively safeguarded against such external factors. 

Assets are very important for a coal company because of the high need for land, plant and 

equipment in order to extract, refine and transport the coal. By analyzing the return on assets of 

Centennial, one can determine how profitably the assets of the company are being used. 

 

 

 

 

 

 

 

 

 

 

 

 

From 2000 to 2002, the company enjoyed steady growth on the return on assets. In 2002 the ROA 

was well above the industry average
5
of 10.3%, however in 2003 ROA had dropped significantly. On 



www.ijbcnet.com        International Journal of Business and Commerce     Vol. 6, No.09: [01-23]  

(ISSN: 2225-2436)                                                                                                                                                                        

 

Published by Asian Society of Business and Commerce Research   7 
 
 

further investigation, it has been found that the lower ROA was caused by two main reasons. Firstly the 

increase asset base from the acquisition of Powercoal (non-current assets rose from 125,865 million to 

591,392 million). Secondly, the fixed price contracts as mentioned earlier have eroded operating profit 

margin, thus for Centennial to improve its ROA then it can dispose of some assets and/or increase its 

sales revenue by selling to different markets. 

In respect to Coal & Allied, ROA for this company was actually stable until the 2003 period 

where they had a disastrous profit with no significant change in assets resulting in a negative ROA. 

Although Centennial‟s ROA was down in 2003, the ROA of the subsequent years showed a trend of an 

organization in high growth when compared to the stable ROA of Coal &Allied. 

 

Return on Equity takes on a movement in similar fashion as the profit ratios and ROA of 

Centennial throughout the auditing period. 

From the Du Pont approach, the net profit margin (Net Profit/Sales), asset turnover (Sales/Assets) 

and leverage multiplier (Assets/Equity) all have a substantial effect on ROE. In 2003, the most substantial 

effect on the drop of ROE (see figure 5) was due to the drop of Centennial‟s net profit margin. Clearly, 

this is the only reason applicable because the company‟s asset turnover and leverage multiplier actually 

increased over the financial period. 

The asset turnover shows a positive effect on the performance of the company, and this figure had 

increased much closer to the industry average for 2003. This means that Centennial has generated more 

sales from assets for 2003 compared with the previous year. 

The leverage multiplier, being higher in 2003 gives a good indication that the purchases of assets 

during the year were of debt funding. This being the case would naturally increase borrowing costs and 

thus reduce profit margin, however because of the asset turnover, it is clear that the assets have improved 

sales for the company and have offset the effect of borrowing costs on profit. 

From the Du Pont approach of ROE, it can be seen that if the company were to reduce its assets 

and/or pay of its liabilities it would have a better ROE next year to please its shareholders. 

The industry average
6
 for return on equity is 15.8%, therefore Centennial‟s ROE is comparable 
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with other companies across the industry, however the drop in 2003 between is somewhat a concern 

because Centennial was far above average in 2002. 

According to figure 5, Coal & Allied‟s ROE is quite stable being well above industry average, 

much like their ROA until their profit burden in 2003. Centennial‟s ROE of 2000-2002 identifies an 

organization in high growth with respect to the competitor. 

 

3. FINANCIAL STRENGTH ANALYSIS 

To determine the financial strength of Centennial, the leverage and liquidity ratios need to be 

analyzed as they capture critical dimensions of the company‟s economic performance. This section 

provides time-series comparisons of Centennial's ratios and cross-sectional comparisons with the Coal & 

Allied Company. 

Current Ratio 

The current ratio or working capital ratio is used to evaluate the solvency of a company. By 

comparing the company‟s current assets with its current liabilities, the ability to meet immediate financial 

obligations with available cash (near cash) assets can be measured. 

 

From the graph above, the Centennial‟s current ratio is not very stable due to the company‟s high 

growth and thus high need for outside (financial) resources. 

Since 2001 the current ratio has been over 1.0 and therefore, in terms of current business 

standards, can be considered as being sufficient. It is also well above the industry average which is 0.9
7
. 

To give an indication of the company‟s growth, since 2001 the overall company assets have 

increased almost 7 times to $140 million in 2003. In the same time-period liabilities increased almost 4 

times to $124 million. While Centennial‟s ratio is satisfactory, its competitor Coal & Allied has been 

struggling since two years. With a ratio of 0.48 in 2002 and 0.54 in 2003 the company‟s assets have not 

been high enough to cover its liabilities. The crisis is mainly related to unfavorable exchange rates in the 
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coal industry. 

Acid Test Ratio 

The acid test ratio (quick ratio) also focuses on the company‟s ability to repay its short-term 

debts. However, prepayments and inventory are not taken into consideration. 

 

During the period of 2001 to 2003 Centennial‟s ability to meet its short-term liabilities has been 

declined by 11%. This decline is mainly due to a rise in various provisions from $799,000 in 2001 to 

$44.35 million in 2003. However, the ratio is just slightly under acceptable limits (norm>1:1). This 

cannot be stated for Coal & Allied, whose ratio started to recover in 2003 (0.4) after dropping to 0.2 in 

2002. For a general comparison, it should be mentioned that the overall industry‟s acid test ratio average 

is 0.8
8
. 

Operating Cash-Flow /Current Liability Ratio 

This ratio reveals, if a company is able to cover its current liabilities with its operating cash flow. 

From 2002 to 2003 Centennial‟s operating cash-flow / current liability ratio dropped about 38%, from 

0.97 to 0.64. This decline was due to the acquisition of Powercoal which affected non-current and current 

liabilities with values increasing by 290% to $124 million in 2003, Due to this high expenditure, it is no 

wonder that the operating cash flow, in comparison, did not rise at a similar rate. 

In the same period Coal & Allied ratio dropped dramatically. According to the company‟s 

management, this movement was a result of the strength of the Australian dollar, which rose about 32 

percent in the past 12 month, and therefore severely affected the company‟s revenue.
9
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Interest Coverage 

By comparing the pre-tax income with the interest expenses, the interest coverage ratio directly 

measures a company‟s ability to meet its interest obligations. The result of the ratio then shows, how 

many times the operating profit can cover interest expenses. A high ratio thereby is an indicator that 

interest expenses are paid more easily. 

Due to unusually low interest expenses in 2002 the interest coverage ratio rose from 3.10 times to 

12.73 times, but then fell to 3.88 times in 2003. This drop was due to an increase in interest expenses by 

over 650% as a result of the acquisition of Powercoal. By comparing the company to the industry 

average, which is about 6.3
11

, Centennial's interest coverage is acceptable, also comparing the ratio to the 

general norm of the interest coverage ratio (>2:1), it is certainly not a ratio investors have to worry about. 
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Debt-to-Equity Ratio 

The Debt-to-Equity ratios measures how much debt a company has used in order to finance its 

activities and shows the company's ability to meet their debt obligations. 

 

From the graph above, Centennial has been able to balance its Debt-to-Equity ratio between 2000 

and 2002. However, the rapid increase in 2003 has brought Centennial well above the norm of 1.0. 

Centennial‟s claims that its 7 fold increase of debt in 2003 was needed for the acquisition of the 

Powercoal assets, which according to the company were financed by an extremely successful debt 

campaign
11

. 

According to Director Bob Cameron the revenue securities, the long-term contracts which 

Centennial procured, enabled the company to finance the acquisition of Powercoal in 2003 primarily 

through the debt market. This being cheaper than the company's cost of equity, enhanced shareholder 

returns and even allowed the company to pay a dividend to its shareholders
12

. 
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4. CASH FLOW ANALYSIS 

The analysis of Centennial‟s cash flows will give us insight into the performance and financing 

factors of the company, and will provide significant information about the stability of the company‟s cash 

workings. 

As it can be seen in the following table, the cash flows of Centennial have changed dramatically 

from 2000 to 2003. 

 
2000 („$000) 2001 („$000) 2002(„$000)  2003 („$000) 

Net cash flow -2838 17955 42479 79734 

Net investing cash flow 612 -64557 -9361 -419989 

Net financing cash flow -1255 51979 -33757 371189 

Net Increase/Decrease in 

Cash Held 
-3451 5377 -639 30934 

Cash end of year 2855 8232 7993 38527 

Table: Overall Cash Flows 

The increased cash flows from 2001 to 2003 (see Table 1) reflect the fact that Centennial has 

experienced a significant growth period since 1999. The next sections will provide more depth into the 

various cash flows summarized in table 1. 

Analysis of the operating cash flow 

The operating cash flows show the cash flows on the operating activities like payments and 

receipts from customers dividends received. 

For investment decisions, this is where to look in order to make sure the company is actually 

generating cash. If there were a big gap between actual operating profit and operating cash flow then one 

would be suspicious of the company‟s performance. Table 2 shows that Centennial actually has a higher 

net operating cash flow than net profit (with a small exception in 2000). 

Cash flows related to operating activities 2000(‘$000) 2001(‘$000) 2002(‘$000) 2003(‘$000) 

Receipts from customers 67 262,0 101 791,0 144 453 491 101 

Payments to suppliers and employees (69 368,0) (79 792,0) (99 513) (392 339) 

Dividends received 1,0 30,0 16 117 

Interest received 406,0 208,0 191 1 009 

Interest paid (1 703,0) (4 539,0) (2 486) (20 154) 

Income tax refund/(paid) (814,0) 257,0 (182) 
 

Other operating activities cash flow 1 378 
   

Net operating cash flow (2 838,0) 17 955,0 42 479 79 734 

Net profit (from income statement) 1272 9702 28952 38388 

Table 2 Operating cash flows 2000-2003 
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According to Table 2, the year 2000 was a difficult year for Centennial with a negative operating 

cash flow of -$2.8 million. This is also reflected in the cash end of year shown in Table 1 where 

Centennial only had $2.8 million left in cash. However, this does not mean that Centennial was close to 

insolvency in 2000, just that the company had a difficult year. 

The operating cash flows for 2001 to 2003 were significantly better than 2000. Centennial‟s 2003 

cash flow was impressive, despite the rise in interest expenditure. This cash flow increase has allowed 

Centennial to increase its debt without drastically affecting leverage. 

Concerning the revenues from the statement of income and cash receipts from the cash flows, the 

comparison of the two portrays an interesting relationship as depicted in the table below. 

 

Sales Revenues  68 783  103 300  142 035  444 526 

Cash Receipts:  67 262  101 791  144 453  491 101 

Difference:  98%  99%  102%  110% 

Table 3 Sales revenues and cash receipts 2000-2003 

In accordance with Table 3, Centennial receives almost 100% of their sales revenues in cash 

during the very same year. This is most likely due to the fact that the company has large stable contracts 

with the government. However in 2002 and especially 2003, Centennial received more cash than they 

actually have recorded as revenues in the statement of income. 

This is most likely explained by the procurement of cash in advance for some large contracts. 

This would also explain why the operating cash flow is significantly higher than the net profit as depicted 

in Table 2. For an investor it is rare but very assuring to invest in a company with higher net cash flow 

than net income. 
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Analysis of the investing cash flow 

The cash flows related to investing activities give an indication for instance of how much 

equipment and investments the company has done. The investing cash flow table shows the various 

investments cash flows for Centennial 

 

Cash flows related to investing activities 2000(‘$000) 2001(‘$000) 2002(‘$000) 2003(‘$000) 

Payment for purchase of P P& Equipment  (4 203,0) (5 503,0) (10 806) (68 562) 

Proceeds from sale of P P& Equipment  161,0 281,0 142 259 

Payments for investments 
   

(353 251) 

Proceeds from sale of equity investments 2 320,0 
   

Net cash outflow on purchase of controlled entities 
    

Receipt on disposal of controlled entity 
    

Borrowings from/(Loans to) related parties 5 858,0 (2 900,0) 
  

Repayment of borrowings (related parties) 
  

1 303 1 565 

Other investment activities cash flow (3 524,0) (56 435,0) 
  

Net investing cash flow 612,0 (64 557,0) (9 361) (419 989) 

Table 4 Investing cash flow 2000-2003 

 

The difficulties faced in 2000 are reflected in a very small level of investments in this year. In 

2001 however, the company acquired the Springvale coal mine and related coal assets for $56.4 million. 

Then again in 2003, Centennial acquired Powercoal and paid $353 million in cash. This monstrous 

investment was accounted under payment for investments (see Table 7). 

The same year Centennial also purchased equipment for $68 million, a significant increase from 

previous years. This reflects the company‟s strategy to become larger by acquiring new mines and 

investing in new technology in order to make coal production even more efficient and less costly. 
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Analysis of the financing activity cash flow 

By analyzing the cash flow related to financing activities, Centennial's cash workings relating to 

the company‟s creditors can be examined. This includes the amount borrowed, repayment of debt, the 

equity raising of the company by issuing new shares and the payment of dividends. The following table 

depicts an overview of the financing cash flows of the last 4 years. 

 

Cash flows related to financing 

activities 
2000(‘$000) 2001(‘$000) 2002 (‘$000) 2003(‘$000) 

Borrowings 6 500,0 58 581,0 10 000 408 736 

Repayment of borrowings  (5 516.0)  (44 355,0) (37 863) (111 900) 

Dividends paid (1 526,0) (528,0)  (7 324) (11 953) 

Borrowings from related parties 
    

Repayments to related parties (683,0) (712,0) 
  

Proceeds (repurchases) of shares issued 
 

(3 316,0) 2 114 106 342 

Other financing activities cash flow 
 

43 309,0 (684) (20 036) 

Net financing cash flow (1 225,0) 51 979,0 (33 757) 371 189 

Table 5 Financing cash flow 2000-2003 

 

As depicted in this table, Centennial‟s financing flows were low in 2000. However the purchase 

of the Springvile mine in 2001 resulted in more equity being raised by issuing new shares and an increase 

in debt. This investment was totaled 56 million and consisted of 77% equity and only 23% by debt. To 

increase its safety net, Centennial paid down a significant amount of debt in 2002. 

In 2003 Centennial raised $106 million from shares for the purchase of Powercoal, however this 

was only 30% of the investment. The additional 70% was raised through debt financing. As an investor, it 

is interesting to note whether the company has changed risk profile compared to the significant more 

cautious acquirement of the small mines in 2001. In answer to this, from the financial strength analysis, 

the leverage and acid test does not indicate that that Centennial has taken up too much debt. And taking 

into account the secured long-term contracts with the government Centennial still has a quite safe risk 

profile. 

 

5. CRITIQUE 

The financial reports of Centennial are very informative and clearly portray the company‟s 

strategies reflected within the accounts. The various strategies the company uses (such as why they pay 

dividend and issue new shares the very same year) were very detailed in the latest annual report. The 

2003 report also has an excellent macro-environmental section, which explains to investors the strategic 

opportunities, and financial implications of targeting the power generation market in NSW. 
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The financial statements give no cause to speculations around boosted revenues, however the 

accounts fail to explain why they in fact have significantly higher cash receives than sales income in the 

2003 report. Furthermore, the acquisition of Powercoal was clearly mentioned as a major event in the 

report, however only a note in the financial statements (concerning the increase of employees from 319 to 

1,359 employees) gives an understanding of how monstrous this acquirement actually was. 

It‟s always reassuring for investors to see that Centennial enjoys really low tax rates. This has a 

positive impact on the net profit but it could have been explained in more detail due to the fact that it will 

have an impact on the expected net earnings of Centennial for years to come. 

Concerning the layouts of the financial statements, they are well arranged and easy to find the 

most basic information investors will be looking for. However, some of the financial statements notes 

have been rearranged differently from year to year. For instance, note 14 of Property, Plant and 

Equipment is significantly different for 2000-2001 and 2002-2003 even though the classifications of fixed 

assets purchased are still the same. This makes it difficult to completely compare all the reports. 

Despite minor errors and omissions from the perspective of this report, the overall impression of 

Centennial‟s financial reports are good. One can therefore gather sufficient information to consider an 

investment in the company. However, more detailed information should be explained in the annual report 

to give the complete picture of the company and what to expect for the future of Centennial. 

Conclusion about the company 

Since the acquisition of Powercoal, Centennial strengthened its position in the Australian 

domestic market and is now not only Australia‟s largest independent coal producer, but also the number 

one energy coal supplier in NSW. The company is achieving 80% of its sales revenue from long-term 

contracts in the domestic market and 20% by exporting coal to niche markets. Therefore the company has 

avoided the volatile currency fluctuations of the export market in the last few years according to its 

balance sheets. 

It turned out a positive move for Centennial to aim its strategy towards the domestic market, due 

to the increased requirements of energy coal by Australia. To give an indication of the domestic market 

focus brought about by acquisition, in 2000 the domestic to export ratio was 44:56 and within 3 years this 

figure had changed to 80:20. 

Centennial has also successfully acquired coal companies with a diverse customer base and 

strong, long-term orientated coal-supply contracts with the government (The acquisition of Powercoal in 

2003, and Springvale in 2001). Centennial was able to raise large debt financing for the acquisitions due 

to the contracts these acquired companies secured with the government; investors saw this as „less risky‟. 

However due to these acquisitions, the company now has a higher rate of debt which has to be 

paid back during the upcoming years. Although debt financing is high, it was cheaper than the cost of 

raising equity and at the same time preserved shareholder returns. It‟s also interesting to note that 

Centennial has had an unbroken record of dividend payments since 1994, even if they had an 

unsuccessful year or raised equity to invest in new coal mines. 

Due to Centennial‟s secure governmental contracts Centennial is a safer investment than its 

competitor Coal & Allied. However the fixed contracts will also limit the upside of Centennial if the coal 

prices rallies. Nevertheless, the company is definitely a good long-term investment opportunity for the 

cautious investor who wants a steady but safe return on their money. Furthermore, by reputation, this 
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company would suit investors wishing to procure future dividends. 

 

6. CONCLUSION 

This research is aimed to determine whether the taking off stage of the significant market growth 

is assumed by the financial performance of one large independent representing the market. Centennial 

coal has established a tremendous amount of investment in between 2002 and 2003 to acquire other new 

mining companies and its financial performance was dramatically increased in between the same time of 

the investment. Therefore, it can be definite that the financial performance of some leading individual 

companies reflects the future trend of the coal price and the coal price trend can be assumed by the 

analysis.  
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Appendix 

Appendix 1 - Industry Average figures 

 

Notes to Industry Average from ABS Mining Operations 2000-2001. 

The usefulness of the ratios for analytical purposes depends on how they are calculated. Comparison 

between industries on a total industry basis may be best served by the estimates presented herein, i.e. based on 

industry estimates for numerators and denominators. Users should be aware that assessment of individual business 

performance based on comparisons with industry estimates may be misleading for other reasons. There may be 

circumstances peculiar to the business in question which should be taken into account For Example, is it undertaking 

a program of expansion, contraction, diversification or amalgamation during the period under review? Analysis of 

movements in performance indicators of the business and industry over a number of years would be more 

appropriate. 

Differences in accounting policy and practices across businesses and industries and changes over time lead 

to some inconsistencies in the data input to these estimates. While much of the accounting process is subject to 

standards, there is still a great deal of flexibility left to managers in the accounting policy and practices they adopt. 

For example, acceptable methods of asset valuation include historical cost, replacement cost and current market 

value. The timing of asset revaluations also varies considerably across businesses. The way profit is measured is 

affected by management policy on such things as depreciation rates, bad debt provisions and write-off and goodwill 

write-off. The varying degree to which businesses decide to consolidate their accounts may affect the quality of the 

ratios calculated. In general, the effect of consolidation is to „net out‟ some of the transactions between related 

business units and this may distort some ratios. 
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Appendix2  -Du pont Model  
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Appendix3 -Ratios 

 



www.ijbcnet.com        International Journal of Business and Commerce     Vol. 6, No.09: [01-23]  

(ISSN: 2225-2436)                                                                                                                                                                        

 

Published by Asian Society of Business and Commerce Research   22 
 
 

 

 



www.ijbcnet.com        International Journal of Business and Commerce     Vol. 6, No.09: [01-23]  

(ISSN: 2225-2436)                                                                                                                                                                        

 

Published by Asian Society of Business and Commerce Research   23 
 
 

 

 

 

 

 

 

 

 


