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in this raport the fofowing abbreviations are used:

fncitec Pivot Limitad {ncitec Pivots
Fivot Lirmited (Pivot)

Orica Limited {Orica)

incitec Ferilizers Lirmited (FL)
ncitac Ltd (Incitect

Incites Fivot Limited
ABN 42 004 080 264



About Incitec Pivot Limited

Incitac Fivat Limited is a speciaist Australian-owned, world-class fediliser manufacturer and supplisr providing farmers across eastern
and southarn Australia with a full range of agricultural nutrisnts,

Incitec Fivat operates manufacturing facilities in Quesensiand, Victoria and New South Wales and has distribution networks in these
States as well a5 in South Australia and Tasmania.

The compary has annual sales of approxdimately $1 bilfion and suppliss rural producers with about $ires milion tonnaes of esaential
fertiiser products a year. incitec Pivot is fisted on the Australian Stock Exchange and had a markat capitafisation of $813 million on 30
Septerrier 2003,

Launchad on 1 Jung 2003 with the merger of Incitee Fertilizers Limitad and Fivot Umitad, Incitee Pivat has strong bloodlines of sence
to Australian farmers. Eachs of #s founding companies has been in the fertiiser business for more than 80 years.

Based on this hard-earned experience, today the merged business offers produsers unsauallad service from plant to paddock. With a
suite of manuiacturing plants, efficient logistics and scientifically-based technical back-up, incitec Pivots strategy is simple. By inheriting
tha 'hast of the best’ from its founders, Inoitec Pivet i determined to set new standards in the supply of fadiliser and baecome No 1 in
an industry that supplies up to 10% of all farm inputs.

Thie joirt incites Pivet name may be rew, but the quality of iis senvice and procducts is based on a distinctly time-honoured concept —
leoking after our customers.
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Chairman’s Report

After at feast a decade of discussion, consolidation of the Australian agriculiural rutrients industry became fact with the establishment of
fncitac Fivot Limitad on 1 June 2003.

The merger of Pot Limited and Incitec Fertiizers Limited opanad the way for improved eficiencies in the manufacture and disiribution
of fertiliser and created a strong new Australian-owned agribusiness.

With fartiliser representing around 18 per cant of average farm input costs, ncitec Fhvot will play 2 vitad role in maintaining the
irternational competitivenesa of Australian farmers in the coming years,

The new company has mads & sound haginning and, in its short ife, is aready establishing itself at the heart of the 20 billion Australian
agricultural ndusiry. This healthy atart was underpinned by the range and quality of Incitec Pivot’s products, the standard and location of
its assats and the strength of #s financial position.

Equally important is the commitment 1o meeting the farmer's needs that Pivot, incitec Fertilizers and thair wall-established agent and
dealar networks tring o the naw entity.

But these developrmanis didd not happen without vision, planning and hard work. As the former Chairman of Pivet, | know the foresight it
toek for the Directors 1o accept that the fulure of their 83-year-uld company lay n amalgamating with another producer.

My sincers thanks go to thass Dirsctors for thair open-minded approach and to the shareholders thay rapresentad, who on 28 April
2003 votad overwheimingly to support the mergern My appraciztion also goes to Pivot’s formar managemeant for turning the company's
performance around and for their difigence in preparing for the marger

Appraciation is also due to the Dirsctors of Incitec Ltd for their vision and cormtribution 1o the successful merger. The commitmernt of
Hlirectors and serior managers of hoth comparies was aven maore notable for the fact that many clearly recognisad that they would be
urilikely to have a continuing role with Incitac Fivet, Their seffless professionalisrm was enlighianing and greatly appraciated.

O 1 June 2003, the new management tearm under the direction of a reconstituted Board took dver guiding the merged company.
Management’s overall priorfies wera to mould the two separate oparations irto a single high-pedarming naw compary with its awr
distinct idertity, o praserve Incitec Phvots position in the marketplace and to bagin the process of seowring the targeted efficiencies.

B is a tributs to the calibre and hard work of our rew team and heir staff that Incitec Pavot made a sound start, despite dificult trading
conditions brought about by one of the worst droughis in Australian history.

incitsc Fivot reported eamings before intarest and tax (EBIT) — excluding significart ftems — of $52.7 milion on sales revenue of $686
milliors i 2003, A nat loss of 3168.6 mion after tax and significart fems - including mergar costs of $48.9 million — was reported.

Fam pleased to say that the new tearm is absoltely commitied to achiaving the estimated $30 milion in annual synergy savings made
possible by the mergen. These savings are the key measure of success of the marger and it is pleasing to note that the businass is on
track i secure banefits at this rate by the end of next financial year

The sharsholdars of Incitec Fivet — large and smial, old and new - deserve spacial mantion. In relation to our major sharsholder, there is
ry cloubt that we are benefiting from the sfficiencias made possible by worldng closaly with Orica Limitad.

The confidence in our future shown by new institutional and private nvestors since Incites Pvots Esting on the Australian Stock
Bxchangs on 28 July 2003 has been heartening.

Among the investors are approximately 39,000 former shareholders of Pvol who have optad o relain thelr investment in the company.
dany shareholders in this catagory are also long-standing customers, and the importance of that dual connection to our future suceess
is wiek undarstaod.

incitac Fivot ends its first year absolutely cormmitted to building value for all shareholders by dalivering growth as well as improvad
refums.

fuby fellow Dirsctors join me in thanking past and present managsmeant and staff and our business pariners across Australia for dalivering
a succassivl merger that many belisved would naver happen. Wa will work hard 1o tuild on the solid start made by our new business.

(L pfadim.

John Watson

Chairrman Incite FPivat Lirmitec
Chadrman John Watson (af)

with Managing Diractor and

CED Grag Witsombe at the

lavrch of the company on

the Australisn Stock

Exchiancs in Malhourmna,




Managing Director’'s Report

Like farrming, the weallbaing of most agribusinessas reflects the preceding and pravailng weather patterns. So the timing of the launch of
Incitec Fivat Limted during one of Australia’s most ssverg droughts offerad our new business additional challenges from day ons.

This inevitably affected our financial pardomancs for the vear endead 30 Septamber 2003, represanting eight moniths of tha Pivot Limited
business and four menths of Incitee Plot Limited.

Tetal sales for the 12 months to 30 Septermber 2005 were $686 milion. Earmings before interest, tavation, depraciation and amortisation
{EBITDA} — excluding significant items — were $83.4 millon, and earnings before interest and taxation [EBIT} — excluding significant
tarns — were $59.1 million.

After tax and sigrificant items, including merger implamentation costs of $49.9 milion, a net oss of 318.6 mifon was reported.

The financial rasults for 2002/05 coverad two separate businesses, making it difficult 1o provids & direct comparison with previous years,
However, taking into accaurnt market conditions and one-off merger costs, the company’s performance could ba regarded as a good
resuUlt in a chalienging amvirorment.

Maxt year, with the buk of the marger imtegration behind us and a full year to report, wi provide a more usefl assessment of oy
parfonTIENGS.

When the merged company was formadd on 1 June 2003, the feriliser industry was fealing the flow-on effects of drought that was
affecting farmers in most parts of eastem and southam Australia, i sarme cases for 2 numbear of years,

Ferliliser sales imo most market segments ware below axpectations and rural confidence was dowr. To make matters worsa, the
Agstralian dollar had strengthensd and some ntermational agricutture cormsmodity prices were soft.

This was the less-than-ideal environment into which our new company was launched, Putting aside the distractions of factors we could
not influence, we astablished clear prioritias for buliding our business by focusing on areas within our control

Ty this and, the managerment team iderdified three priodty targsts for aying the foundations of an integrated ncitec Paok:

» Creats a single company with 85 own identity and culiures from the two mearger pastners, Pivot Bimited and incitec Fertilizers Limited.

*  aintain our combined markst shars by retaining the confidencs of our distribution partners, the agerts and desiers, and our farmer
custormerns

»  Secure the $30 million annual synergy benefits which underpinned the rmarger

Four morths after the new Incitse Pivot corporata idaentity was urweiled and the new logo was displayed at all of our sites, | am pleased
to say we have made great steps to achisving our 'big three’ ohiectives.

Cur major external stakeholders, inclkiding customears, shareholders and the cormmunities we wor in, now recognise our two-irto-one
compary by its name and corporata image. Building on the long history of both Pivot and Incitlec Fertilizars, our own moderm business
culiurs is being astablished among our workforce of over 800 people.

In the market place, our sales and marketing teams have worked hard 1o maintain Incitec Pivat’s shars of fertiliser sales at the combined
levet of the previous comparnies. This has nwvolved retaining the loyalty of the agenis and dealers that make up our dual distribution
natworks and building on the strength of our main Pivol and Incitec Fertilizers brands.

It is & tribute to our field tears that by vear-end our mearket share had not slippad and nalther had we lost a singls dealer or agert.

We are also on track to deliver on the third of our key priorities — achieving the 330 millior of marger synergy benefits dentified when the
merger was first proposed.

Some of thasa savings, principally through sfficiency inprovements i the supply chain and raduced overhead costs, are already fowing
through to the business. Disciplinad Fracking of the synargy programmes indicates that savings will reach the targeted rate by the end of
naxt financial year,

On halance, we have made a strong start in a difficult yaar Our foous in the coming yvear will be on axacuting the plans we have in place
to budd the comparty. That will come about by astting and observing strict financial discipling to maintain a strong financial position and
build & strong cash flow.

My tharks go to a supportive Board, a dedicated managarmerd tearm and an ermhusiastic and highly capabile workforee all datermined
to make incitee Pivat Australia’s best-performing agribusinsss.

SN NS

Greg Witcombe
Mearaging Director and CEG



Review of Operations

Our products

ncitec Pivet supplizs a complate range of sall nutrients to Australian farmers who must maximise productivity to ensure the
competitivanass of thelr products on world marksts,

Most of the compary’s fertilisers are designed o deliver one or morg of the three primany nutrienis reguired by Australian soils -
ritrogen, phosphorus and potassium, Othars provide sulphur and trace slemeants such as copper, zine and molybderum,

Mitrogger is the major rutrisnt supplied by Incitec Pivot and is supplied aither in single-ruriert form (urea and ammonia), in combination
with phosphorsg a mono-armmoniim phosphaie (MAF) and di-armmoniur phozphate {DAF), or in othar blends. Incitec Pvot’s Big-N
fertliser dalivars concentrated nitrogen fertiliser ammonia in liquefied gas form.

Fertilisers that deliver phosphoras range from single superphosphate (55F) to MAP and DAF Potassium is generally applied as 2 single-
rtrient fertiiser (potash) and sulphur is cormmonly deliverad as a blend with phosphorus fertilisers, including S5F MAP and DAF incitec

Fivot's Grarulock brand delivers blended fertilisers in grarulated form.

Laoking o the futurg, Incitec Pvot will cortinue to develop innovative new products tailored o give Australian farmers the edge by
providing the right ferdiliser, at the right time at the right price.
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Site Major Products

Gibison Island Urez: 250,000 tpa

Cueensiand Arnrnoria: 280,000 1pa
Armrnorirn Sulphate: 180,000 tpa

Coclde Craek Superphosphate: 350,000 tpa

Newy South Wales

Kooragang Island Granuiated phosphatas: 90,000 tpa

Newy South Wales

Geglorg Suparphosphata: 450,000 tpa

Wictoria

Fortland Superphosphate: 250,000 tpa
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Our key competitive advantages

»  As Austrafin's argest fertiliser manufacturer and distibutor, Incitec Puot’s scafe underping its position as the lowest delverad cost supplier.
» The company’s quality manufacturing and logistics assets across easterm and aoutharn Australia give it unequalled capacity 1o meet

seasanal dernand for farm nutrients,

» incitec Fivet's product range, key sita locations, focused customer service and scientific back-up ansure farmers get the pracise

rutrients they racuire,

Our key priorities

Incitec Pivot's key priorities post-merger:

Progress against priorities 2003

1. Establish & unified company,
including a new corporate idendtity - ‘one company’

incitec Pivet is establishing its own distinct identity as a specialist
Australian supplier of esasntial nuirients o the nation’s farmers.

Crne rajor challenge facing Incltec Fivat when it was formed was
to mould two businessss into a single unifisd company. Prograss
has baan pleasing with the successful complstion of the corporate
rebrancing exercise buit around the new name and the
amalgarnation of aupply chain assats,

The company was successfully listed on the Australian Stock
Bxchange (ASK} on 28 July 2003 and had a market capitalisation of
$313 million on 30 September 2003,

A comprehiensive program is now undenway which wil reirforce the
atrength and solidarity of the "one company’ spirt akeady evident
AMOnY our empioyeas,

2. Achieve the targeted merger synergies of $30 millien
per annum

Mearger synergias ara on fack with $6.1 miion delivared to dats.
The company was able o securs thasa gains by maving guickly to
close surplus sites and lock in other efficiency improvements in the
aupply chain.

3. Retain market share

incitec Pivot’s leading sast coast Australia market shars has been
retained post-mergen. Customear service matrics are positive and

sales and operations plarring has been imegrated in tha merged
businass to boost efiiciency and improve customer sarvice levels.



Review of Financial Performance

Sales revenue

External sales revenue incraased by $82 million or 14% over

2002 to 3686 million (2002: $604 milkory.

s Undarling revenue in the Pvat fertiisers business was down
8% o FA47 milion (2002: 3487 million). Volumes wers impacted
by the worst drought in sastern Australia for 100 years.

¢ Sales from the Incitec Fadilizer business were $208 milion in
e four months since the merger,

+ Sales in discortinued husinasses wers 583 milkon balow 2002
(the stockised and grains businessas were exited iy 2003).

Earnings

Met ioss after tax and significant iterms was $18.6 million
comparad to a profit of $18.5 miion in 2002, Bxcluding
significant iterns, Net Profit After Tex (NPAT) was B350 milion
(2002: $21.2 railiory. Maior factors were:

e 30% or $313.5 million increase in earmings before interest and
tax (EBIT) to $58.1 million due to:

- 15% or $8.8 million reduction iy sarmings in the Phot
fartiliser businass. Margin reductions from lower sales
volumes and pricss wera patially offsat by excaliant cost
cortral i the business,

- EBIT frorm the merged ncitac business of $17.8 million.

- Merger synergies of $8.1 milion patially offset by
arnortisation of merger goodwil of 33,1 milfion,

- $0.5 milion loss in discontinued businesses 2002: proft
$0.2 miflion).

*  Netinterest cost weas 50% lower than 2002 s $6.8 milion
with strong businsss cash fow and access to tighter credit
spraads post-mergar.

¢ Tax sxpense increased by $6.5 million or 80% to $17.2 milion
in lire with ¥mproved samings.

Significant items

Total sigrificant tams after tax for 2003 wers $53.7 milion
inciuding $49.8 miliors of merger ralated costs,

Total merger costs

Total merger costs are now estimated at 367.4 million after tax
compared to 362 milior acvised in the information memaorandum
1o the listing. The additional costs of $5.4 million after tax reflact
aszat writs-downs following a detalled post-merger review of
assats.

Merger costs of $4.7 milion after tax are forecast for 2004,

External sales summary

Year Ended 30 September

Afmilion 2063 2002 Change
Piviat fertilisers 447 487 (#8105
Incitae Fertiiizers (4 monihst 208 - -
Digcartinued businesses 20 1Mz B35
Sales t IFL™ pre-rpwer ger 11 4 = 100%,
‘total external sales 686 a4 14%

ilizacs Linited

Earnings summaty

Year Ended 30 September

Afmilion 2063 2002 Change
EBET
Pyt fertilisers 386 454 e
Incitae Fertiiizers (4 monihst 178
Mergas syneroias 6.1
Amo jor o merger goodwill 3.
Discartinued businesses i0.33 3.2 = 100%;
Yotal EBET 59.1 4%.6 30 %
Mat Interest 0.8 {1324 50
Tax experse {372} {107 {611%
KPAY excluding significant items 35.4 21.2 66 %
Segrificant items after tax 530 2h S0100%;
KPAY induding significant Hems {(18.6} i8.5 {1009}
Significant iterns -~ 2003

gafore After
Atmilion Tax Tax
Merger costs:
Ernployes radurdancy and allowances i14.1
Transaction and Implemeniation costs {1251
Esvvirarenesital 2.3
Sie clean-up and ratonalisation 7.9
Asset write-dmans i22.6]
Accounting palicy adkstments i2.9)
Sub-total {63.5)
Other costs — pre mesger 1m
Yotal {64.8)
Tortal merger costs

sefora After
Atmilion Tax Tax
20403 Signiftcant items X =] 49 4}
2004 Significan: items Haa 4.7
Merger costs including goocwill (173 {12 .8}
Yotal {81.5) {67.4}

“oosts incurred in il

AAfizers Lirsted abocated o goodwil



Dividend

Mo final dividend will be paid in 2003, A special dividend of
$1.40 per share fully franked) was declared by Directors in May
payable to Pivet sharsholders registerad on the record date of
tha marger with Incitec Fertiizers,

Thie Board has raviewed the compary’s dividend policy and
recognises the mportance, othar than in exceptionat
circunstances, of:

» Mainiaining a steady {if not increasing) rate of dividends in
terens of cents par share.

»  Distributing available frarking cradits.

* Targeting a dividend pay-out ratio of betweery 5% and
T5% of net profit after tax.

» Uilising other machanisms such as special dividends ard
capital returns to distribute surplus funds when availabla,

Financial position
Incitec Pivot finished 2003 in a strong financial position.

*  Since the merger there has been a focus on reducing the
rvestrment in trads working capital. Year end working capital to
sales was 18.4%.

*  Septermber 2003 gearing (net debt/net debt + eouity) at 119%
wasg down frorr 35% recorded in 2002, refiecting strong business
cash fiow, increased acuity on issue and the sound financis
position of the merged Incitee Fertilizers business. Average
gearing throughout the year on a proforma basis was 199,

s The integrity of asset values has been assured through a
rigorous post-rerger review frafer significanrt tems at 1ef).

Cash flow

Net opearating cash flows werg 896.2 milon an increase of

$21.8 prilion or 28% over 2002 (2002: 374.4 millicrn).

Mejor factors were:

* EBMTDA was up 37% to $83.4 milion reflacting the addition of
the Incitec Fertiizers business.

»  Cash fow from trade working capital reductions of $58.8 rodllion.

*  $30.1 million spant on merger Inplemantation costs fncluding
armployee banafits),

Nat invasting cash flows werg an outflow of $8.5 milion (2002

$3.2 milliors.

»  Capital spending of $15.6 milion was 80% of depreciation with
a focus on incraasing the productivity of existing assets n the
bBusiness post-marger rather than reinvestment.

* Procesds from asset sales were $7.1 million.

Nat financing cash flows were $87.7 milion {2002: $71.2 millior

including:

* 3519 milion applied 1o tha repayment of horrowings.

» Dividends of $24.5 miillion.

Outlook ~ 2004

»  Earnings underpinned by marger synergies.

* 2004 syhergies on an annualissd basis are expectad to be
$30 milicon, athough as a result of the timing of the realisation of
benafis, not all of the 530 radlion will be refliectad in 2004 samings.

» There is an improved weaather cutiook, abeit 1 is vary early in
the season.

» Prassurs is expactact on suiphuric acid raw material costs
follewing supplier plant closures in 2003,

Statement of Financial Position

35-Sept t-dun 30-Sept
ASmillion 2003 2003 2002
Tracke weorking capital 194 327 1o
Met property, phant & sguipment 297 305 17
Gacdwill 185 188
Met other assats (300 {59 5
Met Assets 648 181 232
et Deit 4 154 a1
Eoplity i L67 151
Total capitalisation 648 181 232
Gearing 11% 25% 5%

Cash Flow Hems

Year £nded September

ASmillion 2003 2002 Change
Met operating cash flows

EBFT A 834 a0.9 225
Met borrowing costs HEA {337 56
Met incoms tax paid 3.1 0.5 26
fterger costs fin. employes henasits} (33,13 - {301
Tracke working capital movesment SRR 2}z N
Oiher 14.8; 0.5 {10.4)
Texial 5.2 74.4 18
Met investing cash flows

Proceeds from asset sales ks ng &.2
Capital spending (1560 4.1} 115
Tevtal i85 3.2} 5.3
Met financing cash flows

Hapayment of the net Dorrwing ibY.5) {312} 0.3
[ividends pad (7451 45
Oiher v - 1
Tevial [T 1.2y 165




Board of Directors

John Watson Men-Executive Chairman, Chalrman of Bemuneration and Appointrnents Comimittes
EA;CE Fivot Dirgctor and Chairman since 1898, John is Chairman of the Victoran Meat Authority and of the
& Co-operative Ressarch Centra for Innovative Dairy Products, a Councillor of the Foyal Agricuttural Sodisty
of Victoria and a member of the Rabo Bark Food and Agribusinass Advisory Board for Austraiz and
Naw Zeafarid. Ha is a forrmer Senior Vice Frasident of the National Farmears Federation,
Greg Witcombe Managing Directar and Chisf Executive Officer
?8: 49 Grag joined Orica in 1877 arvd has held several senior management positions. He was Managing Director
9 of Ineitec betwean October 1998 and April 2003,
Leo Delahunty Diractor
;Af; Director of Pivot since Novernber 1898, Lea is a grain and livestock farmer at Murtoa in the Wimmera.
9 He is co-founder ard sharsholder of the agricultural irvestment managemant compary, DIRT
Maragamert Pty Ltd. He is also a Director of Wimmera Racing Club Lid,
Barbara Gibson Diractor
o
iggoir SE Barpara is Genaral Manager Chamicals Group with Orica and has held several sanior management
9 positions during her ssventeen year carser with Orica. She s Daputy Chairman of Biota Holdings Limited.
Forrmer Director of Incitac.
Brian Healey Diractor, Deputy Chairman
Age 7O

Diractor of Grica. Brian is Chairman of Cantro Properties Lid and Primea Propery Managamert Ld and a
Diractor of Fosters Brewing Group Lid and SGNU Acstralia Holdings Lid. Former Serior Vics Fresident
of Nahisco Inc. and Sara Lee Corporation. Forrmar Chairman of Biota Holdings Hd and Portfolio
Fariners Ltd. Formear Chief Exacutive of Nicholas Kiwi,

From left to dght David Treback, Graeme Lisbelt, Barbara Gibson, Brian Heafey and Lea Delahunty

B



Arthony Larkin Tirector, Chairman of Audit and Risk Managemeamt Cormmittes

;ng% FAICD Untif fanuary 2002, Tory was Executive Diractor Finance of Orica Limited. He previously held the pasition of
Group Treasurar BHP Lid, His 38 year carser with BHP included senior finance positions in steal and
minarals busihasses and various senior corporate roles. From 18983 o 1897 he was ssconded o Fosters
Brawing Group as Seniar Vice Frasident Finance and Investor Belations. He is a Cormmissionsr with the
Victoriar Esserttial Servicas Cormwmission, Director of Ausimelt Limited and miember of Advisory Board of
Pasminco Resources Limited. Chairman of incitec from July 2000 to April 2003,

Graeme Liehelt Director

Egz(?g e} Dirsctor of Orica. Graema is Chief Executive Officer of Grica’s Mining Services tbusiness . He was praviously
Chairman of Incitec, Genaral Managar of Grica's Plastics business and Managing Diractor of Dulx.

Allan MceCallum Dirgctor, Chairmean of Governance Cormmittes

Dip. Ag Science, MAICE
Age B4

Dirsctor of Pivot since 1858, Allan is a farmer in northem Victoria, He is also Beputy Chairman of Graincorp
Limitad, Director of Grain Growers Association Limitad, Chairman of Nugrain Fiy Lid and Frasident of the
Australizn Oilssads Fedaration.

David Trebeck
BScAgriHons), MES,
WMAICD

Age 56

Frown lefl fo right Greg Witcomibe, John Watsor, Tony Larkin and Aian McoCatium

Director

Dawvid is Exacutive Chairrman of ACIL Tasman Py Ltd, an econamics, policy and strategy consuliancy. He
has grai fanming and grazing nterests in southern New South Wales. He is a Director of Graincorp Limited
ard a former Director of Pipars Brook Vingyard Limitad. He was previougly a Director of Incitac.




Executive Team

Greg Witcombe
BSe

Managing Director and Chief Executive Officer

Giregy joined Orica in 18977 and has held saveral senior maragement postions. He was
Managing Director of Incitec betwean October 1898 and April 2003,

John Lloyd
BSe, MBA

General Manager Cormmercial

Frior to the marger John was Fivot’s BExecutive General Marager Marketing and Sales. John
has had more than 20 years experience in agricuftura.

John Warnock
BECham), MBA

General Manager Logistics and Supply Chain

Joba wearked in a varisty of roles with Incites, starting in 1973, Prior to the merger John was
incitac’s Logistics and Supply Chain Managsr.

Richard Hoggard
BEng

General Manager Manufactring and Safety, Haalth and Environmeant

Richard joired Incites from Crica in 1888, Prior to the merger, Richard was
incitac’s General Marager Maruiacturing.

Wayne Eimer
BEe, MCom

General Manager Human Resources

Frior to the marger, Wayne was Pivot’s Executive General Manager of Human Fesources.
Wayre has substardial human resources and commearncial experienca.

James Fazzino
BEe{Hona), CRA

Chief Firnancial Cfficer

Frior to the marger, Jarmes hald the position of Grica's Imvestor Relations Manager. James
has had many years axperdence with Orica with a background in several business finance
roles.

Anil Bharma
LR, FCIS, MAICD

General Counssl and Comparny Secratary

Biefore icining hoitec Puot Limited as Gereral Counsal and Cormpary Secratary, Anil worked
for a number of years in the telecommunications industry.
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Safety, Health and Environment

Incites Fivot has a comprehensive Safety, Health and Envirorment (SHEE) managamert systam, which is consistent with 150 14001,
tha imternational standard for erwvironmental managarmert systams.

This system supports our airn to provide for the safety and heath of all employess, the community and ous smvirorment and is our Key
tool 0 help us achieve our commitrmant to:

» Manage the interaction between paople and their work environment

*  Dnsure compliance with legislative requirements

*  Dnsuring that the company’s Directors exercise thair obligations by undarstanding the key SHAE isaues within the company through
the Incitee Pivot Letter of Assurance

»  ast the requirements of the Plastic and Chernical Industry Association (PACIA) Rasponsible Care Industry Codes of Practice

» Mzt any other relevant extermal standards

» Himinate all injuries, iinesses, maotor vehicle accidents, ervironmental incidents and any other adverse incidents

Safety, Heaith and Environment Policy

At Incitee Pivat we believe thal all worlerelated injuries, ihesses and ervironmental inciderts are praverdabls. Our persenal coramitiment
to working safaly is ermbodied in the Incitac Fivot Satety, Haalth emd Ervironmeant Charter, which clearly outines the obligations of each
individual in the compary.

W will manage all our activities with conceam for people and the ervironment and will conduct our businass without compromising the
cuality of life of prasent or future generations.

Ir particular wee will:

* Sirive to ensuwre our faciliies are aperated 1o the highast standards to protect owr employess, contractors, neighbours and the
arvironment

»  Continue to saesk ways to use materials and anergy in a sustainable manner

»  Sell only those products that can ba produced, transported, stored, ussd and digposad of safely

»  Provide appropriate inforrmation and/or fraining o our customers and consurners on the safe transportation, uee and disposal of our
products

* Seek to develop new or improved products and processes 1o enhancs the contribution we make to the quality of people’s lives and
tes ririrmise the impact o the anvirorimant

*  Provide programmes and encourage ermployee initistivas that contribute to a safer, healthiar and improved ervironment at work, at
hame and in the community

»  Set challenging targets and measure progress to ensure we cortinuously improve aur safety, health and envirormertal perormance

»  Coryruricate apenly about our activities and report prograss on our safety, health and amdrormental parformance

» Haouirs avery employee and comtractor working for us to comply with this policy, with all relevant legislation and with indushry codes
of practice

»  Provide the training, systems and eguiprmeant necessary to achiove continuous improvernant in alf aspects of safety, health and
ervironmeantal performances

e make this commitmant to our employeas, contractars, custamers, sharsholders and the community as we work towards our safety

wisiort of "No fnjuries to Anyone, Bvar”



satety, Health and Environment continued

SH&E Performance

infuries 2003 2002 Distribution incidents 2003 2002
Lost workday cases 3 i Catagorny 2 5 2
Rastricted workday case 8 &} Losses of containment

Madical treatment casss o] 23 Catagory 2 1 0
Total recordable cases 17 40 Environmental licence

Lost workday case rate 0.38 1.84 Non-complying tests 152 265
Racordable casa raie 213 6.67

Definitions
Injuries: Feporisd injuries are recordable’ workplace injuriss as dafined i the Occupational Safety and Health Administration {D5HA}
rmianagemart systern which providas for congistericy in reporting and world-wide benchmarking.

Distribution Incident: An incidert not on a compary site arising from the transpaort or storage of raw materials, products, intermediates
or wastes awnad by the company or prior to delivery to the custormen A Category 2 incidant is one in which there was significart loss of
contanmant, infury and/or darmage to squipment, property or the ervironment and/or maior traffic disruption.

Losses of Containment: An unplanned ralsase on a company site of a material from a vessal, tank, pips pump, cordaingr or package in
which it was designed to be contained. A Category 2 loss of containment is an incidan which causes injury or damage, or concam in
the surrounding comynunity.

Enwironmental Licence Non-Compliance: An axcursion outside statutory discharge or ermission imits, as measurad in a schedulad tast,

Major Hazard Facilities

The National Code of Practics and the National Standard for the contral of Major Hazard Faciities MHFs) was infroduced in 19868, Az a
result, individual State Governments have infroduced legislation and regulations to enfores the intant of the national standard and code
of practica.

in Qugensiand, the incitee Pivot sites at Gibeon 1eland, Dalby and Melross have been clagsified as MHFs under the Dangsrous Goods
Safsty Management Act and Regulation 2001, Al intermediate miisstoness as prescribed in the Act have been met, with work continuing
on the final fwo stagas — safety management systams and cormmunity consultation — in preparation for the submission of the final safety
case subrmission in March 2004, Incitec Pivot doss not have any sites rated as MHEs in Victoria, New South Wales is carrantly in the
process of introducing iegislation for MHFs.




Environment

Twenty-one company sitas, including all major locations, are covarad by envircorrmental licences issued under relevant State legislation.
Licerces impose conditions on the operations of acilitiss and encompass an exiensive range of licance condition parameters, including
fmits on amissions o the atrmospheare, linuid emissions, noise and dust. The company Gpearates a comprehensiva testing and reporting
regirme 1o monitor compliance with thase licence requirernents. The anvirormental compliance table provides results of thess tests.

The company was prosecuted in May 2003 for a breach of environmental licence conditions at the Portland site in Fabruary 2002, The
incident imvolvad air pollution causad by the accidental release of an offansive odour during the superphozphate production procass,

Nationai Pollutant inventory

The Ervdronment Australia National Poliutant irvertory (NP is an internet database designed to provide the community, industry and
goverrrient with information on the types and armounts of certain substancas being amitiad o the environment and tha relative
ernviranmenta impact of local industry and evaryday activities.

incitec Pivot reports on 28 substances against S0 reportable substancss. During the year, the cormpany has reduced fluoride and
particutate emissions from the Geelong and Portiand sites as a result of improved gas-sorubhbing performance.

Greenhouse Challenge

The Graenhouse Chalienge is a volurdary agreament batwean industry and the Fedaral Governmerd which cormimits o the reduction of
graenhouse gas emissions. Both the formear companias of Incitec and Fvat were sigratorias with ths agreament transitioning to incitec
Pt i due course,

The maicr producers of graarbouse gases are the ammonia plant at Gibson [sland and the superphosphate plants at Cockle Crask,
Gieslong and Portland. The Gibson isiand amymonia plant accounts for 80% of the companys greenhiouse gas armissions. To raduce
emissions from Gibson island works, approval has been ghven for enginearing modifications which will result in the wea plant boilers
being run at lower isvels thus reducing enargy consumption.

Geelong and Portland works are reassessing their energy usage and resuitart greenhouse gas emissions in line with naw air auality
ranagermant lagigation in Victoria,

Product stewardship

Product stewardship is dafined as the responsible and ethical design and managament of products throughout the arttire lifs-cycle in
ordar to protact public haalth and the ervironmeent. incitae Fivot addresses product stewardship in a number of ways.

imernal programs have baen developad such as the Logistios Enviiormental Managament Systern covering the comparys primary and
regional distribution cantres. in particuar, close attention is given 1o the frangpont and distribution of dangerous goods. A comprehansive
trairing and accraditation program s in place for the distribution of anhydrous amymonia, and a similar program is being developed for
Ciass 5.1 owidising agerts inciuding armmoniun nitrate.

issues of national concem arg addressad through the Feriliser industry Fedaration of Ausiralia (FIFA) in which incites FPivot, as Australia’s
fargest fertiliser supplier, plays a bading role. During the year, FIFA entered into an Eco-Efficiency Agreemert with Envirorymant Austrafia.
FIFA has appoirted an ervironment manager and a comprehensive raining packags is being developed for thosa involied in the sals of
fertiliser products and those involved in offering advica on fertiliser use.

Through FACEA, incitec Fivot is commitied to the Responsible Care Codes of Practics. Regular self-assassments are undartaken to
FNSEsUre irmprovemant,

incitec Pivot’s network of agricuftural prolessionals advises farmers on the responsible use of our procucts and the appropriate
application rates o pravert nutrients being lost off sita with the potential to impact on othar scosystams. The company providss a
prescription farming service which matchas individual fertiiser blends with a gpecific farm'’s need 10 ensure that excess nutriants are not
applied.
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safety, Health and BEnvironment continued

Site reports

Gibson Island works

« The siandard heatth assessmant program has been expanded o include & office-based workers with tasting and educatioral
prograrms specific to the office anvironment.

s A prostate and bresst cancer educationa program is planned for 2004,

« I addressing the reguirements as a Major Hazard Facility, the site has been activaly conducting risk assessments, capturing
plart tachnical knowledge for safe operation, preparing emergency responss plans and conducting skills developrment and
seenario-based training. in addition, a sigrificant number of sk reduction actions, for exarmpie tark bunding, have baan
mplemented o reduces the overall risk profile of the site,

Portland works

s Ar gdditional serubbing stage added 1o the Blans serubhing systern in Octobier 2002 has reduced fluoride and particulate stack
ernissions by 15%.

¢ Similar modifications o the dryving plant sorsbhbing system are being impiementad dudng the October 2003 shutdown o further
reduce fluoride emissions.

Geeiong works

s Owver the 12-month reporting pariod, Geelong works has focussad on the general inprovement of managemeant systems,
inciuding the adoption of the Incitec Pivat managamernt systam.

« Geelong works achisvad a 60% reduction in recordabls injuries for the year to 30 Septamber 2003, Site focus on safety
performance will continue, with amphasis on behavioural-based safety systems to deliver further reductions in injurias in Ene with
aur vision of 'No Injuries to Aryane, Buer'.

s A systarn of caustic addition to process operations was instigated during the past year. This has reducad the leve! of flucride and
particuiate discharge to the aimosphere and achievad consistant rasults in operational compliances with EFA ervironmertal
foence requirements.

Newcastle works

*  Pracass modifications to recycle all Cockde Craek site effluent are complete. Thess changes are designed 1o prevent further
aecurrences of the six licence non-campliance incidents during the reporting period.

* Manual handiing task assesaments were conductad i ling with our comimitment to preavernt employes iniury.

Logistics sites

s A program of repainting all line-haul tankers incorporating a reflective paird has commenced. This will result in higher visibility or
the roads and safer transportation of owr products.

s Furiher work was carmed out to improve the safe operation of all depot-to-farm ammonia distribution equipment as paet of an
ongoing $2 milion safety upgrade program.

s i e with our commitment o product stewardship, an inspection and testing prograrm of on-farm tanks is offered to our end-
uas custormers 1o ensurs vessel integrity and safety

*  During September 2003 the logistics functional arsa set a new dapartmertal record of 100 days without a recordable injury.



Corporate Governance

Introduction

Since Incitec Pivat’s sting in July 2003, the Board has implemented and operated in accordance with a set of corporate govermance
policies adupted to reflact the ASX Corporate Governance Councll Principles of Good Corporate Governance and Best Practice
Recormendations (ASX Recommendations) which were introduced on 31 March 2003, The Board considers that the company
complies with most of the requirsments in the ASK Recommendations. Specific instanceas where a different approach is necessary for
tha circurnestances of the company are set out below.

This Corporate Governance Statement outlinas the ey aspects of the company’s governance framework which was established, and
will be comtinually reviewad, by the Board,

Procedures for ASX Disclosure Requirements

The company s subject to continuous disclosure ohligations under the Listing Bules of the Australian Stock Exchange, which ars
supplamented by Australian corporations legislation. Subject to some limited exceptions, under the continuous disciosure raciuiremerts,
the sompany rmust immediately notify the market, through the Austraiian Stock Behange, of any information which a reasonable parsor
wolld expect to have a material effect on, or fead to a substantial movernant in, the price or value of s sharas.

Tey achievs these objectives and satisly the regulatery requirements, the Board wilf provide information to sharsholdars and the market

i several weys, including:

*  communicating with all sharsholders in annuat reports and financial staterments, refeases of resuits to the Australian Stock Exchange
sach half year and at the company’s Arrual Genaral Meating;

» relzasing price sensitive announcements and other relevant significant announcaments directly to the market via the Australian
Stock Bxchange;

» conducting briefings with analysts and institutions fram time to tims — in doing 50, Incitac Pivot recogrises the importance of making
sure that any price sensitive information provided during these birisfings is made avallable to al shareholders and the market at the
sarme time and in accordance with the requiremeants of the Australian Stock Exchange emd the Austraiian Securities and lovestments
Sommission, arnd

» providing information on the compary's website about the company and is activities, including statutory reports and investor
formation.

The Company Secratary is responsible for providing announcements to the Australian Stock Exchange.

Board of Directors

The Board is responsible for directing the business of the company towards increasing sharsholder wealihy and promoting the interasts
of Incitec Pivat’s other stakeholdars such as ermployaes, custornars and the cormnunity. The Board has adopted a delegated and
reserved powers policy which details those powers which are defegatad to the Managing Director and Chief Bxecutive Officer for
exercise by businesses or carporately. The policy also raservas a number of key matters for consideration and decision by the Board,
thase include:

* Direction and objectives — charting and monitering the direction, pokcies and financial objsctives;

» Compliance — ensuring and monitoring compliance with legal requirements and standards of parformance;

*  Ethical — implemerting proceduras and principlas 1o ensurs the company carries on its businesses athically, with opennass, honesaty
ard intagrity; and

* Managing Director and Chief Executive Officer and other officers — appainting, tarminating and reviewing the performance of tha
Managing Director and implemeanting appropriade succession planning for the Board and management.

Access to information and independent advice

Directors arg entitied 1o 148 acoess to the information required to discharga their responsibilities. Subject to ohitaining the prior approval
of the Chairman, tha Directors have the right fo seek independert professional advice at incitec Fivot's expense to assist i carrving out
thair Board dutiss.

The Board is assisted by the Compary Secratary, who advises on the management of meetings, the implemertation of govemancs
proceduras and compliance with reguiatory recuirements,
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Composition of the Board

The Beard comprises rine Directars, including eight non-executive Blirectors and one executive Director (the Maraging Director and
Chief Executive Officer),

The Board colisctivaly trings significant cormmercial, business, operational and financial experiencs in a range of industries. The
Blirestors all bring expertise which, in aggregate, combines to form a Board which is equipped o discharge s responsibilities. The
Diractors’ biographies along with thair term of office and infarmation about thelr qualifications and experience ares on pages 8 and 5.

Tha Listing Bules of the ASX require that no mamber of the Board (other than the Managing Dirsctor and Chief Exacutive Officer) may
serve for more than three years without being re-slected by sharsholders at an Annual Genersl Meeting of the company.

The company’s Constitution provides that, at each Annual General Meeting one-third of the Directors (ot including the Managing
Bhirector and Chisf Bxacutive Officer) must retire and are gligible to be re-dlected by the shareholders. The Constitution sets out specific
retirarmniant provisions regarding John Watson, Allan MeCallurm and Leo Delabunty, Each of these Dirsctors will hold office until the third
Arnual General Meeting afier the Constitution was adopted {namely Aprl 2003) and ars eligible for re-slection. If re-glected Allan MoeCallum
iz to retire at the fourth Annual General Meating, and if re-glected Leo Delaburty is to retire &t the fifth Arnual General Mesting, after the
date the Constiution was adopted. As John Watson was last slected as a Director by the sharshaldars in February 2001 and Allan
MeCallurn and Leo Delatiunty i February 2002, they wilt sach hold office for a temn 0 excess of three years. However, this was agreed
1o as part of the merger negaotiations to ensure continuity of these Directors for dafined terms in the first three years of Incitec Pivot’s
operations Tollewing the merger. Given the requirements of the Listing Rules, as referred 1o above, the comparty sought and obtained,
from ASX, a waiver fram its requirement in the Listing Fulss with regard o terms in axcess of thres vaars in relation 1o sach of John
Watson, Allan tMeCalium and Leo Delahunty. The Managing Director and Chief Executive Gfficer servas as a Director until he ceages to
by the Managing Director and Chisf Executive Officar,

Whiare the Board appoints a parson as a Dirsctor {frather than the shareholders), that parsan must rasign at the next Anrual Gensral
Meating following thelr appoirtrment and seek approval of shareholders to continue as a Director. Accordingly, at the 2003 Anrual
General Masting, Grag Witcornbe, Barbara Gibson, Brian Healey, Anthony Larkin, Graeme Liebelt and David Trebeck will sesk
shareholtler approval to continues as Dirsctors.

Thie Board, sxcluding the Directar in quastion, will regularly assess the indapandence of sach Director, in light of any interast disciosed
by tharm. The Board considars all of the croumstancas relevant to a Director, in determining whathar the Dirscter is indspendant and
friee from any irmerast, refationship or matier which could, or reasonably be expectad 1o irderfare with the Directar's ability to act in the
best interests of the company. The Board's consideration has been underiaken in recaognition: of s status as a subsidiary of Orica,
Armong the circumstancas considarad by the Board arg a range of factors, including those set aut in the ASK Becormymendations.

Tha Board considars that sach of John Watson, Afan MeCallurn, Leo Delahunty and David Treheck are indepandsnt when assessad on
the criteria above, taking imto accourt a the relevant interests, mattars and relationships of the particuiar Dirsctor,

With regeard 1o Anthory Larkin, whils he was amployed by Grica until January 2002 as Bracutive Dirsctor of Financs, the Board
considerad the shortriess of his tarm of emplovmert withy Grica, his role as Chairmarn of Incitec and his personal attributes in dealing
with related party ransactions. After assassment of thase matters, and the criteria set out above, the Board considers that Mr Larkin is
independent.

Becausg of Incitec Pvor's status as a subsidiary of Orica, the Board recognises that Orica is entitled 16 nominate a majority of Directors,

The Directors who are not associatad with Orica note that Crica has nominated as a Director who is an independent Dirsctor of Orica —
Brian Healey, and that he is able to act as an independeant Director on consideration of alf matters except transactions with Orica.

in summary, among the ning Dirsctors, the Board considers five Dirsctors independert for gereral purposes, and one furthar Dirsctor is

irdependart except in respact of Crica specific transactions.

i addition, Grica hag agreed that, at any time when Orica is the ultimate fistad halding company of Incitec Paot and Incitec Phot is

listed on the ofiicial list of ASX, Orica will exarciss 18 power ag holding company o support that Incitec Pivot will be governad in

accordance with the following principlas, that:

fa) at least Hiree members of the Board will have at lsast 10 years practical experience in managng a cormmercial farming business;

i) the Board will adopt policies and proceduras according to he principles of good governance consistent with those adoptad by a
substantial nurmber of ASX 200 companias;

{c) it is desirable that the Board at all tmes includes a diversity of experience, expertise and cormmurity connections so that no individual
or amall group of individuals can dominate it and

i) rebust documented protocols are maimained between Crica companias and Incites Pivot companies 1o govarn the transactions
betwaen the baw corporata economic entities and to ensurs the ndepandance of Incitac Piuot companizs.,

in addition, the Board has a specialist Governance Committes consisting of non Crica directars, which is rasponsible for raviewing
related party ransactions and making appropriate recommendations to the Board,

Tha rolea of Chairman and Managing Dirsctor and Chisf Executive Officer are separate.
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Performance evaluation

Board

Indler its charter, the Board is to underake an annual performance evaluation, comparing its performance against s chartar, sstting
objectives and effiecting any improverments o the charter.

Beard comimittees

I lina with the Board's awry chartar, the relevant committes is to review its performance at least annually, raview its charter arnually,
recomynand any changes to the Board and to report regulady o the Board a8 to its acthvities

Directors

With the exception of John Watson and Allan MeCallum, who were sach appoirted on 30 January 1998, and Leo Delahunty whce was
appoirted on 8 Novermnber 1989, sach of its other currert Directors was appointed on 1 Juns 2603,

Incitac Pivot recognisas the importance of regular performance svaluation of the Directors. Given the recent listing of Incitec Faot in July
2003 and the brief term of ofice appointmeants of the majority of the incumbert Directors, & formal evaluation process for all non-
exacutive Directors has not yat baeny implermerted. The Board is corrantly examining performance evaluation and aims to have a
process i placs for the 2003/2004 financial year.

Executives
Al Incitec Pt exscutives are subjact o arnual performance raviews.

Thie annual raview involves a key axecutive being svaluated by their immediate superiorn, nomally the Managing Director and Chisf
Executive Officar. The executive is assassed against agreed parformance objectives includling business/financial/oparational targets,
functional/managsrial goals and pearsonal accouniabilities.

The cutcomes of performance reviews are directly relatsd to remuneration lavels for all kay executives. The Bamuneration and
Appoirtrients Committes has overal responsibility for ensuring performancs evaiuation processes are i place for all key exacutives and
that such evaluations are linked o exacutive ramuneration.

The Rermunaration and Appaintments Committee aiso considars the parformance and rermungration of the Managing Director and Chief
Executive Officer and recormmends his remuneration 1o the Board, including giving racormmandations regarding his participation in the
Incitec Fivot Sarior BExecutives Long Term Incentive Flan. This Pian takes into account, among other things, the compary's performance
and refative sharsholder return and the value of simitar incentive arrangamerds for managing Directors at comparaiile companies.

The performance evaluation of the Managing Dirsctor and Chief Executive Officer is conducted by the Chairman and Board, Thig
evaluation rvolves an asssssmert of a range of performance standards as determined by the Board, nckading the overall performance
of the company.

Beard meetings
Detaits of the Board mestings held during 2002/2003 financial year are set out on paga 22,

Mroceduras are also in place o ensure that Dirsctors cany meet to consider and dacide urgent matters, as and when thay arise.

Materials for Board and Board commities meetings are cireulated 1o the Directors in advance. The agenda for meetings i formuiated
with input frorm the Managing Director and Chef Executive Officer and the Chairman. Dirsctors ars free to nominate matters for inclusion
on the agenda for any Board or Board cormmittes masting.

Mrasentations to the Board are frequertly mades by members of senior management, and telscommunications technoiogies may be
utilised to facilitate participation.

Directors’ remuneration

Under the campary’s constitution tha mepdmurnm remuneration payable by the companry for the services of non-axacutive Dirsctors in
total must not excead the amourt approved by shareholders in general meating, which is $600,000 as approved at the general mesting
hiald in Apwil 2003. The total rermuneration paid to the non-axecutive Dirsctor in the financial vear endsd 30 Septamber 20035 is within: the
mEximuUn amount approved by sharsholders.

Non-executive Dirsctors receive remunaration basad on membership of the Board and for chairing and meambership of the Governance
and Audit and Fisk Managerment Cormmitlees. Non-executive Dirsctors do not receive any parformance-based ncentives and with
effect from 1 June 2003 no retirement benefts wit be provided for Directors ofher than those disclosed in the Directors' Report, Detads
of ramuneration paid to the non-sxecutive Birectors is set oot on page 24,
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Gommittees of the Board

As part of Incitec Fivot's corporate governance, the incitec Mivot Board has established the following corenittees:
¢ Mgt and Fisk Managemert Comimities;

« Rermungration and Appointrments Corrgnities;

« Govemnance Committes,

The committess operaia in accordance with charters established by the Board,

Other cormmitiess of the Board may be formed from time o time o deal with specific matters.

Materials for the Board committes rmeetings are croulated in advance ard minutes are sirculatadt to all Dirsctors. I addition, regular
reporis of the committess” activities are provided o the Board,

Aurdit and Risk Management Committee

The Audit and Risk Managemeant Cormmittae assists the Board in its review of financial raparting principies and policias, cortrols and
procedures, nternal audit and the integrity of the company’s financizd statermeants, the external audit and the compary’s compliarcs with
legal and reguiatory raguiremerts.

The primary objectivas of the Audit and Risk Managament Comynitiae, as set out in its charter, ars to:
Financial raporting
« [review of reports and analyses) raview management, irtermal audit and sxdermal audit reports and analyses of financial reporting issues;
« (review of financial statements} raview all auditad financial staterments and all other financial nformation baing macdle publc;
{

accounting policies) review the critical accounting policies with external auditors and managament;

+ (Managing Diractor and CEO and CFO certification) reviaw the certification provided by the Managing Birector and Chief Executive
Officer and the Chief Financial Officar on annual and half-yeardy reports.

-

internal control and sk management

+ [risk managemerd strategies) raceive reports from managerment concerning e company’s risk maragerment principles and policias,
assess and manage business, financial and operational risk;

« [risk reports and monitoring} recaive raparts on and overses oradit, markst, balance shest and operating risk and moritor risk
implications of new and emerging risks, organisational changs and major initiatives and also moniter resolution of significant risk
axposuras and risk everts;

+ (reports on change in the environment) monitor amticipated changes in the economic and business enviionmeant and other factors
relevant to fuiure strategy;

+ [(compliance) oversse compliancs with applicable laws relating to the operation of ite business;
+ (insurance) monitor the inswance strateqy of the campany and recommend approval o variation of insurance policies.

Extornal aucit

+ (appointment/ireplacement) make recormmeandations o the Board on the selection, evaluation and replacerment of the axtamal
auldditor;
« (tarms of engagement) raview and agree with the external auditor the tarms of engagament;

+ (effectiveness and independence) monitor the affectiveness and independance of the external auditor including requiring extamat
auditor to prepars and daliver an annual staterment as to their indepandence;

* (scope of audif) review the scope of the extemal audit with the extamal auditor;

¢ [non-audit services) roview and assess provision of non-audit services by the extarnal auditors, provide pre-approval or otherwise of
all non-audit services which may be provided by the external auditor and ensurs disclosure to sharsholders of the committes’s
approval of all non-acdit work,

Intarnal auclt

« (appointment} recommend the intermal aoditor;

+ [scope of audit and plan} review and assess the scope of the audit and the intermal aodit plar;

« (irdemnal audit findings) receive reports frorm intermal audit, managament’s response and the internal auddt recommendations;
+ (assessmernt) concduct an annual assasament of the effectivenass of intermal contrals and financial reparting procsdurss.

The initial mermbers of the Audit and Risk Management Committes are Anthory Larkin (Chairman), David Trebeck and Aflar McCallurr.
Although Anthony Larkin was previously emplayed by Orica, for the reasons set out abave funder the heading Composition of tha
Bioard) the Board considers he s indspendant for the purposas of chaiding this committes.
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Irternal control and risk management

Thie Board has overall responsibility for the compariy’s systams of internal contral. These systems are designed 1o ensure effective and
afficient operations, including financial reporting and compliance with laws and reguiations, with a view 1o rmanaging the risk of failurs to
achieve business objectives.

Thie Board reviews the effectivenass of the infermal control systerms and risk management on an ongoing basis, and monitors risk
through the Audit and Fisk Managemsant Cormmittes,

Thie Board regularly recaives irformation about the financial position and performance of the comparty. For annual and half-yearly
accounts refeased publicly, the Managing Director and Chief Executive Officer and the Chief Financial Gfficer will certify to the Board:

» {he accuracy of the accounts and that they raprasent a true and fair view, in all material respects, of the company's financial condition
ancl operational resulis, and have been prapared in accordance with appicable accounting standards; and

» {hat the represeniations arg based on a systam of risk rmanagement and internal compliance and control which implerments the
pokcies adopted by the Board, and that those systems are operating efficiantly and effectively in all material raspects,

External Auditor

KPMG is the company’s external auditar,

The audit partners and review pariners of our axtamal auditor will rotate every five years. The current audit pariners and raview partners
were first appointed for the 2002/2003 audit of the compary

Restrictions are placed on non-audit work performed by the auditors and projects outside the scope of the audit require the approval of
tha Chairrman of the Audit and Risk Managament Committes,

Remuneration and Appointragnts Commities

In racognition of the need to ensure that proper processes are in place to deal with succession issues at Board fevel, the Board
astablished a Femuneration and Appointments Cormities which is to comprise at least thres indepeandeant non-executive Dirsctors.

The initial members of the Remuneration and Appointments Comynittee are all mambers of the Board other than the Managing Diractor
and Chisf Exacctive Officer, Grag Witcombe, and the cormmittes is chaired by the Chairman, John Waison. Incites Fivot’s Bamuneration
and Appoimtmants Committes charter was approved by the Incitec Pvot Board on 3 Juns 2003 and seis out the commities’s
responsibiftias, The main items of respongsibility are:

» o identity those ndividuals believed o be qualfied to become Board membars;

* i consuliation with the Managing Diractor and Chisf Executive Officer, 1o revisw and recormmend 1o the Board for approval the
cormpany’s approach to compensation and o oversae the estabishment of those compensation proposals;

» o identify Board members qualfied to fil vacancies on any committes of the Board (including the Remuneration ard Appointments
Cormmitteal;

» o racommend the appropriaie process for evaluation of the performance of the Diractors;

» {0 consider the appoirtrment, parformancs and ramuneration of the Managing Director and Chisf Executive Officer;

» o raview and make recommendations 1o the Board as to appropriate incertive schames for employess.

Governance Committee
This cormmittes was established pursuart o Incites Pvot’s constitution in reeognition of the company’s status as a subsidiary of Orica.

Indler its charter, the Governance Committee s to comprise at lsast three ndependent non-executive Directors. The initial members of
tha committes are Allan MeCalium (Chairmany, Jobn Watson and Lao Delabunty.

The primary puposes of the Committes ars o snsure:

»  all executives of Incitee Pivot are aware of the rdes relating 1o related party transactions;

s {hat Incitec Pvat, its subsidianes and its emplovess all comply with the company’s refated party transactiors policy,
» {hat any transactions that are likely to constitute relatad party fransactions comply with the law; and

» t{hat any related party ransactions, where appropriate, are disclosed.

Excent as may he provided in a powser of altarmey given 1o the members of the commities by Incitac Pivet, {in order to procurs that
Incitec Fivat appropriately enforees Orica’s agreement with regard to corporate govemance mattars, as summarised undesr the heading
Composition of the Board), the Governance Committes has no axecutive powers with regard o #a recormmendations and doss not
refieve the Board of #s reaponsibiitics,



CX}%"}QC}%"E{?@ Governance continued

Share ownership and dealing
Details of shares in the comparty held by the Directors are set out on page 22,

The Board has adoptad a share trading policy which regulates dealings in the Company's shares. The policy aims 10 ensurs that Incitsc
Fivot's associates are aware of the lagal restrictions on trading in securities whie a person is in possession of the Compary’s inside
information.

Under the Paolicy, all armployses, advisers, auditars and consultants (Associates) and Directors are prohibited from rading in the
Compary’[s securities or Orica's securitiss, while in possession of nside information. Moreover there are certain 'black out” pariods,
from the and of the financial year or half year until the relevant results are announced.

in addition, all empicyaes in the legal, finance, cormmercial and marketing business units, all other Associates, who are not amployess,
and all Directors ars not parmitted o trade in Incitac Pivot securities or Orica securities at any time outside designated trading windows,
without & current no objection rnotice. Under the policy, a no objection notica is issued by the Companty Secratary, or in the casa of a
Blirector, the Chairman, upon the ralevant person corfirming he or she is not awares of insids information,

The Austrafian Stock Exchangs is natified of any share dealings by a Director within five business days.

incitec Pivot codes of conduct

fncitac Fvot is commitiad to oparating 1o the highest standards of sthical behaviour and honsaty with full regard for the sadety and
health of #s amployess, customers, the wider community ard environment.

The company hag codas of conduct which set ethical standards for Directors, senior managament and amployees. The codes describe
core principles ensuring sthical conduct i mairtained in the interests of shareholders and ather stakeholders. Such principles addrass
legal complarce, honesty and irtegrity, the avoidance of discrimination, separation of personal transactions from dealings with tha
company, the maintenance of confidentiality in its dealings with customers, avoidance of actual or potertial condlicts of irterest (or in the
case of nor-axacutive Directors, mattars which may affisct their independencs) and the avoidance of parsonal gain from those daoing
business with the company.

Safety, Health and Environment and quality policies
incitac Pivot has adopted policies in relation to safety, the anvironment and quakity, details of which are summarised balow:

« Safety Policy
Incites Fvot has adopted a policy on safety, which seeks to ensure a safe working emvironmeant and safe systems of work therghy
preventing rurkes and reducing associated costs,
Thie obiectives of Incitss Pivat as sat owt i the policy includs meeting alf regulatory acthority requiremeanis; estabilishing compliance
mechanisme; striving o achieve zero work relzted loat time injuries; ensuring a conaistert focus on the management of safety and
providing rehabilitation services to workers who have suffered an ilness or injury in the course of their employment with the company.

« Enwvironmental Policy
Incites Favot has adopted a policy on its cormmitment to presendng the emvronment, preventing poliution and ensuring the health and
wedlbeing of its workfaree and the cormmunily in which # operates. The objectives of Incitec Pivot as set out in the policy include
miesting all regulatory suthority requirererts for ground water, air emissions, stormwatern, noiss and soil cortarmination, establshing
compliance meachanizms and maximising reuse of waste materials.

« Quality Policy
Incites Fvot has adosted a policy on its cormmitment to providing products and services that meet its cusiormners’ neasds. The
objectives of the policy includs Incitec Pivet meeting all regulatory racuirements and astablishing procedures and operating
mechanisms consistent with accepted Mermational standards.
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Directors’ Report

The directors of Incitec Pivot Linited {‘the Company' or 'Incitec Pivol’ and formedy Pivot Limitad) present the financial report of the
Company and its controlied entities {collectively ‘the consolidated entity’} for the year ended 30 September 2003 and the suditor's report
thereon.

Directors

The directors of the Company during the financial year and up to the date of this report are:

J C Watson, Chairman J Hasker {Resigned 31 May 2003)

G J Witcombe, Managing Director {Appointed 1 June 2003} | A Langdon {Resigned 31 May 2003}
C G Leon, Managing Director {Resigned 31 May 2003} A C Larkin {Appointed 1 June 2003}

L M Delahunty G R Liebeit {Appointed 1 June 2003}
8 J Gibson {Appointed 1 June 2003} A D MeCallum

8 S Gilbert {Resigned 31 May 2003} T R Robbins {(Resigned 31 May 2003)
8 Healay {Appointed 1 Juna 2003) D B Treback {Appointed 1 June 2003)

The office of company secretary is held by Mr A K Sharma. Particulars of directors’ qualifications, expetience and spacial
rasponsibifities are detailed on page 10 of the annual report.

Directors’ interests in share capital
The relevant interest of aach director in the share capital of the Company as at the date of this report is as follows:

Fully paid
Birector ordinary shares
4 € Watson 2,700
G J Witcombe 32,269
L M Dealahunty 6478
B J Gibson -
B Healey -
A C Larkin -
G R Lisbeli -
A D MceCallum 5,158
£ B Trabeck -

Directors’ meetings

The number of directors’ meetings {including meetings of commitiees of directors) and number of reetings attended by each of the
directors of the Company dwring the financial year are listad helow:

Board Audit and Risk Remuneration and Governance Capital and
Director Management Appoinimants Share Structure
Held " Attended  Held™  Atiended Held " Attendsd  Held™  Attended Held ' Attended
J C Watson 21 21 3 3 4 4 2 2 12 12
G J Witcombe & 8 - - - - - - - -
C G Leon 16 15 - - - - - - - -
L M Defahunty 21 21 7 7 4 4 2 2 12 8
B8 J Gibson 6 5 - - 1 1 - - - -
8 8 Gilbert 16 11 3 - - - - 12 6
J Masker 16 11 - - - - - - 12 10
B Healey 6 5 - - 1 1 - - -
| A Langdon 15 14 4 4 - - - - - -
A C Larkin 6 6 2 2 1 1 - - - -
G R Liebelt 6 5 - - 1 1 - - -
A D MeCallum 21 20 2 2 4 4 2 2 12 12
T R Robbins 18 14 3 1 - - - - - -
D B Treback 6 5 2 2 1 1 - - - -

{1) This column shows the number of meetings held during the period that the director was a member of the Board or Commities.

Principal activities
The principal activities of tha consolidated entity in the course of the financial year were the manufacture and distribution of fertilisers.
No significant changes have occurred in the nature of these aclivitias during the financial year.
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Directors’ Report

Dividends

Dividends paid or declared in respact of the year ended 30 September 2003 were: $000
Special dividend paid by the Company on 168" June 2003 at the rate of $1.40 per share on 17,484,308 ordinary

shares, fully franked ai the 30% corporate tax rate. 24 478
Dividand paid in respect of redeemable preference shares by Incitec Fertilizers Limited on 27 August 2003 (1), 737

(1) The Dividend in respect of the redeemable preference shares is payable quarterly at 5.36% per share unfranked. 1t is accrued in
the financial staternents on a monthly basis. These dividends have been charged o the statement of financial performance as
borrowing costs because thesa sharas are classified as liabilities.

Review and results of operations

A review of the operations of the consolidated entity during the financial year and of the results of those operations is contained on
pages 4 to ¥ of the annual report.

Changes in the state of affairs

Particutars of significant changes in the state of affairs of the consolidated antity during the year ended 30 September 2003 are as
follows:

Acquisitions

«  On 26" May 2003 the Company was renamed Incitec Pivot Limited.

«  On 1* June 2003 the Company issued 40,706,719 shares in consideration for the purchase of Incitec Fertilizers Limited.
Divestments

«  On 20" February 2003 Pivot Nutrition Pty Ltd, a wholly owned subsidiary of the Company, divested the operating assets and
husiness of the Carrick Stockfeed Ml for $4.4m.

Events subsequent to balance date
On 22 October 2003 loans were issued to 47 senior employees as part of the long term incentive program describad below in the
‘Executive directors and senior exacutive officers emoluments’, and in note 32 of the Financial Statements.

The diractors have not become aware of any other significant matter or cireurnstance that has arisen since 30 September 2003, that
has affected or may affect the operations of the consolidated entity, the results of those operations, or the state of affairs of the
consolidated entity in subsequent years, which has not been coverad in this report.

Likely developments

Likely davelopments in the operations of the consolidated entity and the expected resulls of those operations are covered generally in
the review of operations of the consolidated entity on pages 4 to ¥ of the annual report.

Further inforrnation as o likely developments in the operations of the consolidated entity and the expectad resulis of those operatlions in
subseguent financial years has not been included in this report because, in the opinion of the directors, disclosure would be likely to
rasult in unreasonable prejudice to the consolidated antity.

Executive directors and senior execufive officers emoiuments

it is the broad policy of the Company that its rernuneration structure will:

ta) support the Cornpany’s philosophy and values;

tb) reinforce both the short and long term objactives of the Company;

fc} provide a common interest between managerment and shareholders; and

id) be sufficiently competitive in the markets in which the Company operates to atiract, motivate and retain high calibre employees.

During 2003, the Company infroduced changes to executive rernuneration as a result of the introduction of a long term incentive
program for senior management in addition to the short term incentive program already in existence. The incentive programs are
designad to encourage executives to focus on the key parformance drivers which underpin sustainable growth in shareholder value.

Short Term incentive Program
The Cormpany has a short term incentive prograr that provides for incentive payments 1o senior executive officers based on
performance targets (both company financial and individual} for the praceding 12 months.

During the period 1 June 2003 to 30 Septernber 2003 the short tarm incentive payrnents for the senior executives were calcutated on an
annual pro-rata basis for the period, and were determined on the basis of achievement of performance targets set for that period.

For the period 1 October 2002 to 31 May 2003, for the participating senior executives, short term incentive payments were calculated
on a pro-rata basis for the 8 month period, and were paid on the basis of achievernant of parformance targets set for that period.

The calculation of the short term incentive has been split into two periods as described above due to the acquisition of Incitec Fertilizers
Limited on 1% June 2003,
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Directors’ Report

Long Temn Incentive Programs

Under the Long Term Incentive Plan the Company may grant awards 1o senior exacutive officers subject to the achievement or

satisfaction of conditions as o duration of smployment or conditions as {o performance.

Sines the adoption of the Long Term Incentive Plan, 47 senior employsas have been invited to participate in awards made under the

rules of the Long Term Incentive Plan on the following basis:

«  inrecognition of the achisvement of certain performance targets in the period belween 1 June 2003 and 30 September 2003, the
participating senior employees will be granted awards based on a percentage of base remuneration. These awards, once
guantified, will be paid in cash before 31 December 2003;

« inrespect of the period from 1 June 2003 to 30 Septerber 2005, an award was granted to the participating employees, such to be
salisfied by the purchase, in aggregate of 107,825 shares on the Austratian Stock Exchange. The shares purchased may be
forfeited by a participating employes if that emnployes ceases io be employed with Incitac Pivot prior to September 2005, In
respect of the amount of this award to be applied towards shares, the participating employees were each given an interest free
unsecured loan by the Company. The loan is repayable on the sarlier of the amployee ceasing to be employed by Incitec Pivet,
the employes selling his/her shares or three years after the loan is made. The company has discretion {0 dacide the amount of
repayment due in satisfaction of the debt. Any dividends will be applied on an after tax basis to reduce the loan balance. The
employes cannot deal in thase shares untt 30 September 2005, and

«  that they may ba eligibla to recsive an award under the Long Term Incentive Plan dependent on the achievement of certain
perforrnance measures ovar g rolling thrae year petiod.

Particulars of exacutive directors and senior executive officers qualifications, experience and special responsibilities are detailed on

page 10 of the annual raport. Details of the nature and amount of each element of emoluments of executive directors and the five

highest remunerated officers are includad in the following table.

Executive directors and five highest remunerated Cash banefits
officers Fixed 2002 2003 Total
Arnual Termination Incentive fncentive remunsration
Remuneration (1) payments {2} payments (3) payments (4}  Other (5) expense
$ $ % $ $ §

Executive Directors - Current

G J Witcombe

Managing Director and Chief Exscutive Officer 203,333 - - 108,377 35,891 347,601

Executive Directors - Former

C & Leon

Managing Director and Chief Exscutive Officer 317,006 945,000 118,963 47,250 - 1,428,21%

Senior Executives - Current

W Elrner

General Manager Human Resources 265,581 - 85,921 47,203 - 398,705

J Lioyd

General Manager Commercial 277,856 - 88,488 52,155 - 418,588

C Trotter

Manager Integration and Business Improvement 233,168 - 48,839 12,083 - 294,100

Senior Executives - Former

A dMcKendrick

Company Secretary 207,029 311,898 66,287 20,793 - 606,014

G Bmith

Chief Financial Officer 256,087 427,927 89,601 26,877 - 800,302

{1} Fixed annual remuneration includes base salary, company superannuation contributions and company car.

{2 includes payment in lieu of notice, confractual enfitfiements due to early termination of employment contracts and annual leave entilements.
{3} 2002 Incentive payrments includs payments relating to 2002 paid in 2003.

{4) 2003 incentive payments include payrnents relating to 2003 performance which have either been paid or are accrued but not yet paid.

{5 includes refocation, allowances and rental assistance,

Remuneration of Managing Direclor and Chief Executive Offfcer

The Company has entered into an ernployrnent agreement with the Managaing Director and Chief Executive Officer, Greg Witcombe.
The agreernent may be terminated by 3 rnonths notice given by either party. The agreernent provides for a fixed annual remuneration
of $610,000 and other benefits on terms commensurate with his position, the industry and the siza of the Company including
termination entitlernents of 1.88 tirnes his fixed annual remuneration. The agreement inchudes provisions relating o confidential
inforrnation and post fermination restraints. The agreement also includas an entiflernent to participate in the annual short tenmn incentive
program. This is based on 30% of fixed annual remuneration and is subject to achievernent of certain parformance targsts, and for over
performance of such targets, can increase to 80% of fixed annual remuneration. In addition, the Managing Director and Chief Executive
Officer is aligible o participate in the long term incentive program. His participation in this incentive program in respect of the refention
award, is based on 35% of fixed annual remuneration for the period from 1 June 20032 to 30 September 2005, and in respect of the
performance award, is based on 35% of fixed annual remuneration, subject to achievernent of certain performance targsts; for over
petformance of such targets the award can increass o 70% of fixed annual remuneration.
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Non - executive directors’ emoluments

Non-executive directors' fees, including comritiee fees, are determined by the Board within the aggregate amount of $600,000 which
was approved by shareholders at the April 2003 Annual General Meefing. In determining the favel of faes, the Board reviews external
professional advice and survey data on fees paid by comparable companies and considers this against the level of rernuneration
raquired to atfract and retain directors of the appropriate calibre. Non-executive directors are not entifled to any form of incentive
payments.

The Company has not since 1 June 2003 made provision for payment of retirement benefits for directors in respect of setvice after that
date. Directors of the Company who retired on 31 May 2003 each received a benefit calculated to that date based on the policy of the
Company in force as at 31 May 2003, This policy entitted these directors to a retirernent benefii after 10 years of service equal o the
total of the benafils received by him from the Company in the 3 years immediately preceding the date of retirement. The retirement
benefit was paid on a pro-raia for less than 10 years of service. Directors who have continued to serve as directors of the after 31 May
2003 will receive a retirement banefit on their eventual retirement from the Company for service up 1o 31 May 2003, This retirement
benefit will be calcutated and paid in accordance with the formula above.

Superannuation Retirament
Non-executive directors Fees Contributions allowance Total
3 $ $ $

Non-executive directors « Current

J C Watson, Chairman 108,335 9,978 - 118,310
L M Delahunty 47 501 4,858 - 52,160
B J Gibson {1} 18,333 - - 18,333
B Healey 18,333 1,850 - 18,883
A C Larkin 23,1458 2,083 - 25 228
G R Liebelt {1} 18,333 - - 18,333
A D McCallum 65,838 6,536 - 72,371
D B Trebeck 20,833 1,875 - 22,708
Non-executive directors « Former

A Langdon 28 B67 2,400 120,000 148,067
B 5 Giltbert 28 B67 2,400 59,014 88,081
J Hasker 28 B67 2,400 42,740 71,807
T R Robbins 28 867 2,400 40,077 65,144

{1} Faes of $55,000 per director per annum are paid to their employer, Orica Limited, the uitimale controlling entity.

Employees’ options entittement
incitec Pivot has not issued any options.

Corporate Governance
The Company has a comprehansive corparate governance framework, deatails ars set out on pages 15 to 20 of the annual report.

Environmental regulations

Manufacturing Hcences and consents are in place at each Incitec Pivot site in consuliation with local environmentat reguiatory
authorities. The measurament of compliance with conditions of licences and consents involves numerous tests being conducted
ragularly. The sites record thekr cornpliance and report that there is continued high compliance. Any breaches are reported to the
authorities as required. More specific details of Incitec Pivot's safely, health and environmental performance, including rmanagement
processes, are available in the Safety, Mealth and Environment Parformance Reaport 2003 on pages 11 to 14 of the annual report.

Indemnification and insurance of officers

The Company's Constitution requires the Company o indemnify any person who is, or has been, an officer of the Company, including
the directors, the secretary and other exscutive officers, against any liability incurred by the person which ariseas out of the discharge of
that person's duties, unless the liability was incutred as a resulf of dishonesty, negligence or lack of good faith. In such circumstances,
the Board has discretion whether or not to provide an indemnity.

The Cornpany has paid a premiurn in respect of a contract insuring officers of the Company and of controlled entities against a fiability for
costs and expenses incurred by them in defending civil or ciminal proceadings involving them as such officers, with some exceptions. The
contract of insurance prohibits disclosure of the nature of the liability insured against and the amount of the pramium paid.
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Rounding

The amounts shown in this report and in the financial stalements have been rounded off, except where otherwise stated, to the nearest
thousand dollars, the Company being in a class spacified in the ASIC Class Order 88/100 dated 10 July 1998.

Signed on behalf of the Board in accordance with a resolution of tha directors of Incitec Pivot Limited.

L plaion.

John C Watson
Chairman
Dated at Melbourne this 5% day of Novemnber 2003,
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Statements of Financial Performance
For the year ended 30 September 2003

Consolidated Company
2003 2002 2003 2002
MNotes $000 %000 $000 $006
Revenug from ordinary activities {3} £96,567 610,280 586,648 503,744
Operating expenses
Changes in inventories of finished goods and work in progress {61,751) {458} {33,734} {458}
Raw materials and consumables used and
finished goods purchased for resale (349,830} {401,670} {290,284) ({397,853}
Employee expenses {including significant items} {66,403) (41,733) (50,743}  {40,869)
Write-down of investments in controlled entities {significant items) {5} . - {67,497} -
Depreciation and amortisation expense {24,353} {15,287} {(11,426) (15,202)
Borrowing costs {B,288) {15,115} (6,888) (15,115}
Purchased services {including significant items} {44,667) (28,782} (34,053} {28,762)
Repairs and maintenance {13,062) (14,022} (7,411 (13,744}
Properiy, ptant & equipment retired/disposed {excluding significant items) {3,043) {158} {1,382) 375
Outgoing freight {23,692) {23,487} (15,4805  (23,348)
Lease payments - operating leases {7.914) {7.837) {6,334) {7,837}
Net assets disposed from sale of business (significant items} {3,B67) e} - {90)
Asset write-downs, clean-up and environmental provisions {significant
ftems) {37.837) . {37,152) -
Other expenses from ordinary activities including significant items {64,083) (37.778) (2,048) (36,832}
(708,801} {586,358) (564,431) (579,935}
{LossYprofit from ordinary activities before income {ax expense {4}  {12,234) 23,928 22,217 23,809
income tax expense atfributable to {loss)/profit from ordinary activities {7} {6,389} {5,402} {4,979) {3,417}
{LossV¥profit from ordinary activities after income tax expense {18,623) 18,528 97,238 20,392
MNon-owner transactions in equity
Net increase in general and other reserves {23) 1,498 - 8 -
Net decrease in forfeited shares reserve {23) (8) - {8} -
Net decrease in capital profits reserve {23) {1,491) - - -
Net reduction in eguity due io initial adoption of AASB 1028
Employee Benefits {23} {328) ) (181) -
Total revenues, expenses and valuation adjustments relating to
members of the parent entity racognised directly in equity {328) - (191) -
Totat changes in equity other than those resulting from
transactions with owners as owners (24)  (18,951) 18,526 17,047 20,392
cents cents
Earnings per share
Basic earnings per share:
Ordinary shares {8} {60} 106

The Statements of Financial Performance are to be read in conjunction with the notes o the financial statements set out on

pages 30 to 58,
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Statements of Financial Position
As at 30 September 2003

Consolidated Company
2003 2002 2003 2002
Notes $600 3000 $000 5064
Current assets
Cash assets {9} 21,269 38,283 14,440 38,051
Raceivables {10} 108,988 48,868 42,713 48,730
Other financiat assets {13} - - . 20
inventories {11} 205,643 111,859 74,366 110,619
Other {12} 14,699 806 7,834 872
Total current assets 350,589 201,014 138,353 184,192
Non-gurrent assets
Raceivables {10} 1,924 335 1,924 335
Other financial assets {13} - - 474,179 73,775
Property, plant and equipment {14} 296,615 116,518 85,009 108,814
intangible assets {15} 185,354 - “ -
Deferred tax assets {16} 19,101 18,637 13,194 18,173
Other {12} 13,553 - - -
Total non-current assets 516,547 135,480 574,306 200,887
Total assels 867,146 336,504 713,659 385,088
Current liabilities
Payables {17} 130,899 48,442 50,480 47,970
interest bearing labilities {18} A0,663 60,631 61,479 60,831
Current tax liabilities {19} 6,312 - - -
Pravisions {20} 37,133 16,508 22,525 16,381
Teotal current liabilities 215,007 125,578 134,484 124,982
Non-current liabilities
Payables {17} - - “ 52,096
interest bearing labilities {18} 55,000 60,000 - 60,000
Deferrad tax Habilities {21} 14,268 - - -
Provisions {20} 9,489 741 2,693 724
Teotal non-current liabilities 78,757 60,741 2,693 152,820
Total liabilities 293,764 186,319 137,177 277,802
Net assets 573,382 150,185 576,482 117,287
Equity
Contributed equity {22} 532,445 65,819 532,445 65,818
Raserves {23} 35,922 35,822 43,694 43,894
Retained profits {23} 5,015 48,444 343 7,774
Total equity {24}y 573,382 150,185 576,482 117,287

The Statements of Financial Position are to be read in conjunction with the notes to the financial statements set cut on
pages 30 to 58,
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Statements of Cash Flows
For the year ended 30 September 2003

Consolidated Company
2003 2002 2003 2002
Notes $000 $000 $000 $000
Inflows! inflows/ Inflows/ Inftowsf
{Cutfiows) (Outflows) {Outflows) (Cutflows}
Cash flows from operating activities
Receipts from customers 812,715 B36,3680 525959 623,507
Payments to suppliers and employees {714,836) {652,004) {468,252) (540,634}
tnterest received 1,472 1,452 1,770 1,452
Borrowing cosis {7,966} {15,115} {6,808) (15,115}
Royalties and other trading revenue received 1,734 3,368 1,004 3,303
Net income taxes received/({paid) 3,113 453 - {25}
Net cash flows from operating activities {26} 96,232 T4,424 53,673 72,490
Cash flows from investing activities
Payments for property, plant and equipment {15,578) {4,133} {8,923) {4,127}
Proceeds from sale of property, plant and equipment {3 2,659 540 852 489
Proceeds from sale of business {3} 4,383 400 - 400
Net cash flows used in investing activities {8,526) {3,183) {8,071} {3,238}
Cash flows from financing activities
Net movement in short term financing {81,545) {33,338} {43,038) (33,333}
Payments for expenses relating to listing on Australian Stock Exchange {1.274) - {1,274} -
Dividends pald {24.478) - {24.478) -
Net cash flows used in financing activities {107,287) {33,338} {68,790) (33,335}
Net {decrease)/increase in cash held {19,501) 37,883 {23,188) 36,817
Cash at the beginning of the financial year 39,283 1,380 36,051 134
Cash at the end of the financial year {26} 19,692 39,283 12,863 36,081

The Statements of Cash Flows are to be read in conjunction with the notes to the financial statements set out on pages 30 1o 886.
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Notes to the Financial Statements
For the year ended 30 September 2003

1. Significant accounting policies

The significant accounting policies adopted in preparing the
financial report of Incitec Pivot Limited {'the Company’ or
'Incitec Pivot’) and of its conifrolled entities {collectively ‘the
consolidated entity’) are stated to assist in a general
understanding of this financial report. These policies have
heean consistently applied except as otherwise indicated.

{i} Basis of preparation

The financial raport is a general purpose financial report
prepared in accordance with Accounting Siandards, Urgent
issues Group Consensus Views, other suthoritative
pronouncements of the Australian Accounting Standards
Board and the Corporations Act 2001.

The financial repori has been prepared on the basis of
historical cost and except whera stated, does not take into
account changing money values or fair values of non-currant
assets.

{ii} Change in accounting policy
Foreign currency translation

The consolidated entity has applied the revised AASE 1012 —
Foreign Currancy Translation for the first time from 1 October
2002. For hedges of specific purchases or sales, the gains or
costs on entering the hedgs and the exchangs differences up
to the date of the purchase or sale are now deferred and
recogrised as assets or liabilities on the staiements of
financial position from the inception of the hedge contract, not
when the speacific purchase of sale occurs. As a result of the
application of the revisad AASE 1012, there was no impact on
opening retained profits.

Employee benefifs

The consolidated entity has applied the revised AASE 1028 —
Ernployee Benefits for the first time frorn 1 October 2002. The
Fabiity for wages and salaries, annuat leave and sick lsave is
now calculated using the remuneration rates the Company
expects to pay as at sach reporting date, not wage and salary
rates currant at reporting date. The initial adjustments to the
consolidated financial report as at 1 Oclober 2002 as a result
of this change are:

$426,400 increase in provision for employee benefits;
$328,000 decrease in opening retained profits; and

$98,400 increase in future income tax benefit.

FPravisions and contingent labilities

The consolidated entity has applied AASE 1044 — Provisions,
Contingent Liabilities and Contingent Assets for the first time
frorn 1 October 2002. Dividends are now recognised at {he
time they are declared or dstermined. Previously, final
dividends ware recognised in the financial year to which they
refated, even though the dividends were declarad after the end
of that financial year.

As a resuit of the application of the revised AASE 1044, there
was no impact on opening retained profils.

{iif} Consolidation

The controfied entities included in the consolidated financiat
statements are listed in note 36. Afl infer-aentity fransactions
and balances have been eliminated on consclidation. Whers
entities are not contfrolled throughout the entire financial year,
the consolidated results include the results of those entities for
that part of the year during which control existed.

{iv) Revenue recognition (see note 3)

Extarnal sales, royalty income and other income are
regognised when the goods and services are provided.

interest income is recognisad as it accrues. Gross proceeds
from sala of businesses, controlled entities and other non-

curtent assets are recognised when there is a signed
unconditionat contract of sale. Dividends are recognised in
the statements of financial performance when declared.
Revenues are recognised at fair value of the consideration
raceived net of the amount of G8T payable to the taxation
authority.

v} Borrowing costs (see note 4)

Borrowing costs include interest, amortisation of discounts or
premiums relating to borrowings and amortisation of ancillary
costs incurred in connection with the arrangement of
borrowings, including lsase finance charges. Borrowing costs
are expensed as incurred unless they relate to qualifying
assets. Qualifying assets are assets which take more than
twelve months to gst ready for their intended use of sale.
Whera funds are borrowed specifically for the production of
qualifying asset, the interest on those funds is capiialised, net
of any interest earned on thosea borrowings. Whers funds are
borrowsd generally, borrowing costs are capitalised using a
weightad average inferest rata. Anciltary costs incurrad in
connection with the arrangement of borrowings are capitalised
and amortised over the life of the borrowings.

{vi} Research and development costs (see note 4)
Research and developmant costs are expensed as incurrad,
{vii) Taxation (see note 7)

incommne tax has been brought to account using the income
staternent method of tax effect accounting.

Incorne tax expense is calculated on operating profit adjusted
for permanent differences between taxable and accounting
incorne.  The tax effect of timing differences, which arise from
iterns being brought to account in different periods for income
tax and accounting purposes, is carried forward in the
staternents of financial position as a fulure income tax benefit
or a provision for deferred income tax. Futurs income tax
benefits are not brought to account unless realisation of the
asset is assured beyond reasonable doubt, or i relating to tax
tosses whan realisation is virtually certain.

Capital gains tax is provided in the statements of financial
performance in the year in which an asset is sold.

{viii} Inventories (see note 11}

invertfories are valued at the lower of cost and net realisable
vaiue.

Cost is based on a weighted average method. For
manufactured goods, cost includas direct material and labour
costs plus an appropriate proportion of variable and fixed
overheads based on normal operating capacity of the
production facitities. For merchanied goods, cost is net cost
into store.

{ix) Maintenance, repairs and other costs (see note 12}

Expenditure for rraintenance, repairs and replacements of a
minor nature is expensed as incurred. Major cyclical
axpeanditure is undertaken at the principal manufacturing
plants in three to four year cycles. These planis operate
continuous production processes twenty-four hours per day,
saven days per week. Major cyclical expenditure,
incorporating new capital expenditure, enables these plants to
exiend their estimated useful lives and improve their
performance. This expenditure is amortised over the period to
which future econornic benefits relate, which is generally until
the commencement of the naxt cycle.

The unamortised expenditure is added to the respective net

book values of the major plant for the purpeses of assessing
racoverable values.
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Notes to the Financial Statements
For the year ended 30 September 2003

1. Significant accounting policies {continued)

{x) Other financial assets {see note 13)

The Company's interests in confrolled entities are stated at
cost. Where, in the opinion of the dirsctors, there has been a
dirninution in the carrying value of an invastment, the
imvestment is written down to its recoverable amount. The
expected net cash flows included in determining recoverable
arnounts are discounted o their present values.

{xi) Property, plant and equipment and depreciation

{see note 14)

Proparty, plant and equipment, other than freehold land, is
depreciated on a siraight line basis ai rates caleulated to
allocats the cost less the estimated residuat vaius over the
sstimated ussful life of sach asset to the consolidatad entity.

Estimatad useful lives of each class of asset are as follows:

Buildings and improvaments 20 to 40 years
Machinery, plant and squipment 310 30 yaars
Software 3107 years

The carrying amounts of alt non-current assets are reviewed
half-yearly fo determine whether they are in excess of their
recoverable amounts. If the carrying amount of a non-current
asset exceads ifs recoverable amount, the asset is revalued
downwards to its recoverable amount and the decrement is
recognised as an expense in the statements of financial
performance.

The expeacted net cash flows included in determining
recoverable amounts of non-current assets are discountad to
their prasent values.

Profits and losses on disposal of properly, plant and
squipmert are taken to the statermnents of financial
performance.

{xii) Leased assets

Operating leases are nof capitalised and lease rental
payments are taken to the statements of financial
performance as incurred.

{adii) Goodwill (see note 15)

Goodwill represents the excess of the cost of acquisition aver
the fair value of the net assels acquired. Goodwill is
amortised on a straight line basis over the period in which the
benafits are expectad to arise, not exceeading twenty years.
The carrying value is raviewed half-yearly and writtan down fo
recovarable amount if considared necessary. The expectad
net cash flows included in determining racoverable amount of
goodwill are discountad to their net prasent values.

{xiv) Provisions {see note 20)

A provision is recognised when there is a legal, equitable or
constructive obligation as aresult of apast event and it is
probable that a future sagrifice of economic benefits will ba
required {0 settle the obligation, the timing or amount of which
is uncertain.

i the effact is material, a provision is determinad by
discounting the expected fulure cash flows {adjusied for
expected fulure risks) required to settle the obligation at a pre-
tax rate that reflects current market assessments of the time
valus of rnoney and the risks speciic to the fiability, being risk
free rates on government bonds most closely maiching the
sxpected fulure payments, except where otherwise noted. The
unwinding of the discount is ireated as part of the expense
refated to the particutar provision.

Environmental liabilities

The cost of monitoring operations and treating operating
wastes is taken to the stalements of financial performance as
an operating cost as incurred.

Estimatad costs relating o the remeadiation of sail,

groundwater and untreated waste that have arisen as a resulf
of past events are usually taken to the statements of financial
performance in total as soon as the requirement to rernediate
is identified and a reliable esfirnate of the liability is identified.
However, where the cost relates to land held for resale then,
to the extent that the expectled realisation exceads both the
book value of the land and the estimated cost of remediation,
the cost is capitalised as part of the holding value of that fand
as it is incurred.

Employee entitlernents

Provisions are made for liabilities to smployees for annual
taave, sick leave and other current ernployee entitiements that
rapresent the amount for which the consolidated entity has g
present obligation. These have been calculated at norninal
amounts based on the wage and salary ratas that the
consolidated entity expects 1o pay as at each reporting date
and include related on-costs. Liabilities for employee
antitlements which are not expected to be settled within twelve
months of balance date, such as long service leave, are
accrued at the prasent value of fulure amounts expected o be
paid. The present value is determined using interest rates
applicable to govermnment guaranteed securities with maturities
during the next ten years.

Contributions for superannuation are taken fo the statements
of financial performance in the year in which the paymaent is
made {see note 34).

A liability is racognised for bonus plans when there is no
realistic alternative, the benefit calculations are formally
documented and determined, before signing the financial
rapart and past practice supports the calculation.

Dividends

A provision for dividends payable is recognised in the
reporting period in which the dividends are declared, for the
antire undistributed amount, regardiess of the extent to which
they will be paid in cash.

Restructuring and employee termination benefits

A provision for restructuring, including ermployee tarmination
benefits, related to an acauired entity or operation is
racognised at the date of acquisition where:

« the main features of the restructuring were announced,
implamentation of the restructuring commenced, of
contracts were entered by the daie of acquisition

+  adetailed formal plan is developed by the earliar of thres
months after the date of the acquisition and the
completion of this financial report.

The provision only relates to costs associaied with the
acquired entity, and is included in the datermination of the fair
vaiue of the net assels acquired. The provision includes
tabilities for tarmination benefits that will be paid {o employees
of the acquired entity as a result of the restructuring.

Other provisions for restructuring o termination benefits are
only recognised when a detailed plan has been approved and
the restructuring or termination benefits has aither
comrnenced or been publicly announced, or firm contracts
related to the restructuring or termination benefits have been
antered into. Costs related to ongoing activities are not
provided for,

{xv) Foreign currency translation

Foreign currency transactions are transiated at the exchange
rate prevailing at the date of the transaction. Foraign currancy
raceivables and payables outstanding at balance date are
transiated at the exchange rates current at that date.
Exchange gains and losses are taken o the staternents of
financial performance.
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Notes to the Financial Statements
For the year ended 30 September 2003

1. Significant accounting policies {continued)

{xvij Cash flows {see note 26)

For tha purposes of the statements of cash flows, cash
includes cash at bank, cash on hand and deposits at call
which are readily convertible to ¢cash on hand and which are
used in the cash management function, net of bank overdrafts.
{xvii) Derivative financial instruments {see note 31)

Derivative financial instruments are used to hedge interest
rate and foreign currency exposuras. Accordingly, hedge
accounting principles are applied, under which gains and
losses on derivatives ars brought to account on the same
basis as the gains and losses on the underlying physical
sxposures. Derivative financial instruments are not held for
speculative purposes.

The effect of interest recaived, paid or accrued under interest
rate swap and forward rate agreements is included in the
cajcutation of net interest expense. The amount receivabla or
payable at balance date is included in assets or liabilities
respactively.

Anticipated transactions

Where hedge transactions are designated as a hadge of the
anticipated purchase or sale of goods or services, purchase of
qualifying assets, or an anticipated inferest transaction, gains
and losses, on the hedge arising up to the date of the
anticipated fransaction, together with any costs or gains
arising at the time of entering into the hadgs, are deferred and
included in the measurernant of the anticipated transaction
when the transaction has ocourred as designated. Any gains
or losses on the hedge transaction after that date are included
in the staternents of financial performance.

The net amount receivable or payable under open swaps,
forward rate agreements and futures contracts and the
associatad deferred gains of losses are not recordad in the
statements of financial performance until the hadged
transaction matures. The net receivables or payables are
then revalued using the foreign currency, intarest or
commodity rates current at balance dats. Refar to note 31.

. Segment report
Reports for business

When the anficipatad transaction is no longer expected o
oceur as dasignated the deferred gaing and losses relating to
the hedged transaction are recognised immediatsly in the
staternents of financial parformance.

Gains and losses that arisg prior to and upon the maturity of
transactions entered into under hedge strategies are deferred
and included in the measurement of the hadged anticipated
transaction if the transaction is still expected o ocewr as
designated. If the anticipated transaction is no longer
axpacted o occur as designatad, the gains and losses are
racognised immediataly in the statements of financial
performance,

{xviii) Redeemable Preference Shares

Redeemable Preference Shares which provide for mandatory
redemption ara included in liabilities as they are, in substance,
borrowings. Dividends payable on these are recognised in the
staternents of financial performance as borrowing costs on an
accruals basis.

{xix) Goods and services tax

Revenues, expenses, assets and liabilities other than
raceivables and payables are recognised net of the amount of
goods and services tax {GST}, except where the amount of
GST incurred is not recoverable from the relevant taxation
autherities. In these circurnstances the GST is racognised as
part of the cost of acquisition of the asset or as part of an tem
of expense.

The net amount of GST recoverable from, or payable 1o, the
relevant taxation authorities is included as a current asset or
tability in the statements of financial position.

Cash flows are included in the statements of cash flows on a
gross hasis. The GST components of cash flows arising from
investing and financing activities which are recoverabls from,
or payable to, the relevant taxation authorities are classified as
operating cash flows.

{xx) Comparative figures

Whera necessary, comparatives have been reclassified and
rapositioned for consistency with currant year disclosures.

During the year ended 30™ Septembar 2003, the consolidated entity operated in two businass segments, Fertiliser and Divested

Business, and in one geographic location, Australia.

During the year ended 30™ September 2002 the consolidated entities operatad in hrae business segments comprising Fertiliser,

Grain, and Stockfeed in ona geographic location, Australia.

The Stockfeed business was sold on 20% February 2003 and the Grain business has been progressively wound down throughout

2002 and 2003.
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2. Segment report {continued)

Fertiliser Divested Consolidated
2003 Business
$000 %000 $000
Revenue
External Sales 655,503 20,304 675,807
Sales to Incitec Fertilizer Limited Pre Acquisition 10,500 - 10,500
Total Sales Revenue 666,003 20,304 686,307
Dther Revenue 10,260
Total of ali segments 666,003 20,304 696,567
Totlal' tfonsoiidated revenhue from ordinary 696,567
activities
Result
EBIT - Segment 58,401 {251) 58,150
MNet Interest {6,816}
Profit before tax and significant kems 52,334
Significant tems {refer note 5} {64,568}
Loss from ordinary activities before tax {12,234}
income tax expense {6,389}
Loss from ordinary activities after tax {18,623}
Assefs
Segment Assets B6T 047 99 867 146
Liabilities
Segment Liabilities 293,721 43 293,764
Other Information
Acquisition of business 467,800 - 467 5900
Acquisition of property, plant and equipment 15,578 - 15,578
Depreciation and amortisation of segment assets 24,343 10 24,353
Other non cash expenses - writedowns and provisions 45 197 - 45,197
Fertiliser Grain Stockfesd Eliminations Consolidated
20602
5000 $000 5000 $000 5000
Revenue
Lxternal Sales 487 245 93,509 13,204 - 800,452
intersegment sales - 6,782 - {6,782} -
Sales to Incitec Fertilizer Limited Pre Acquisition 3,762 - - - 3,762
Total Sales Revenue 491,011 106,781 13,204 {6,782} 804,214
Other Revenue 5,952 - 120 - 6,072
Total of all segments 486,963 106,781 13,324 (6,782} 610,286
Total consolidated revende from ordina
activities 7 610,286
Result
EBIT - Segment 45378 {440) 668 45 606
MNet interest {13,663}
Profit before tax 31,843
Significant items {refer note 5} {8,015}
Profit frorn ordinary activities before tax 23,928
Income tax expense {5,402}
Profit from ordinary activities after tax 18,526
Asgsefs
Segment Assets 324,665 7,334 4,508 336,504
Liabilities
Segment Liabilities 182,436 3,324 558 186,319
Other Information
Acquisition of property, plant and equipment 4127 - 8 4,133
Depreciation and amortisation of segment assets 15,202 - 85 15,267
Qther non cash axpenses - writedowns and provisions 4435 3,890 - 8,325
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Consolidated Company
20603 2002 2003 2002
Notes 5000 $000 £000 $000
3. Revenue from ordinary activities
External salos 686,307 604,214 472,484 597 792
Other revenus from operating activities
Royaity income 10 17 19 17
Interest income:
controfled entities - - 47§ -
external parties ~ hanks 1,473 1,452 1,372 1,452
Loan forgiveness from controlled entities {significant items) {3 - 110,459 -
Rental income 433 312 354 296
Other income 1,292 3,351 641 3,288
From outside operating activities
Sale of business {5} 4,393 400 - 480
Sale of property, plant and equiprment 2,659 540 852 489
Total other revenue 10,260 6.072 114,164 5,852
Total revenuea £96,567 610,286 586,648 503,744
4. {Loss)/profit from ordinary activities before income tax expense
{Loss)iprofit from ordinary activities before income tax expense is
arrived at after crediting:
Profit on sale of business {5} 526 310 - 310
{LossYprofit on sale of property, plant and equipment {100} 328 <] 875
Net gainf(loss) on foreign currency transactions 115 {182} {21 {182}
{Loss)iprofit from ordinary activities before income tax expense is
arrived at after charging:
Cost of goods sold 471,135 470,903 324,019 467,186
Borrowing costs paid/payable fo:
entity subject to common control 8942 - 942 -
external parties 7,347 15,115 5,944 15,115
Depreciation on property, plant and equipment
buildings and improvements 4,767 4,391 3,860 4,381
machinety, plant and squipment 14,875 14,878 7,766 10,811
Amortisation:
goodwill 3128 - -
defarred maintenance expenditure 1,583 - -
Amounts set aside to provide for,
doubtiul debts — trade - 17 - -
employee entitiements 13,492 5,538 11,435 5,538
envircnmental labilities 7,633 575 7,033 575
inventory losses and obsolescence - 528 - 528
other provisions 2,297 754 2,297 754
restructuring 20,650 3,535 20,359 3,835
Bad debts written off in respect of trades debtors 232 289 232 289
Lease payments — operating leases 7.914 7.837 6,334 7,837
Research and development 121 488 124 489
Superannuation contributions 4,482 2,882 2,431 2,882
incitec Pivot Limited (formerly Pivot Limited) 35



Notes to the Financial Statements

5.

{n
(i
{ifl)

2603 2002
Gross Tax Net Gross Tax Net
$000 $000 $000 $000 $000 $006

Individually significant items
{Loss)profit from ordinary activities includes the following
revenues and expenses whose disclosurs is relevant in
explaining the financial performance of the entity:
Consolidated
ferger implementation costs
Employee redundancies and allowances {10,108} 3,032 {7.076) {4,435} 1,331 {3,104
Envirorimental {7.306) 2,196 {5,110} - - -
Site-clean up and rationalisation {7,883) 1,231 {6,652) - - -
Asset write-downsg {22,654} 3,927 {18,727 - - -
Transaction and implementation costs {12,666) 2,354 {10,312} - - -
Accounting policy adjustments {2,881} 864 {2,017} - - -
Total merger implementation costs {i) {63,492} 13,598 {49,894} {4.435} 1,331 {3,104}
Other
Profit from business divested (i) 526 {158} 368 310 {93} 217
Profit from sale of property, plant and equipment 224 {67} 187 - - -
Write-down of carrying value of inventory {iit} {1.826) 548 {1.278) - - -
Losses associated with wind-down of
business segment {ii} - - - {3.890} 1,167 {2,723}
Over {under) provision of income tax i previous years {iv} - {3,009} {3,009} - 2,958 2,958
Total other {1,076) {2,686) {3,762) {3,580} 4,033 453
individually significant items {64,568) 10,942 (53,656) {8,015} 5,364 {2,651}
Company
ferger implementation costs
Employves redundancies and asllowances {9,883} 2,985 {6,918} {4,435} 1,331 {3,104}
Envirorimental {7.306) 2,196 {5,110} - - -
Site-clean up and rationalisation {7,884} 1,236 {6,654} - - -
Asset write-downs {21,968} 3,722 {18,246) - - -
Transaction and implementation costs {10,019} 1,560 {8.459) - - -
Accounting policy adjustments {2,881} 864 {2,017} - - -
Total merger implementation costs {i) {59,935} 12,531 {47,404} {4.435} 1,331 {3,104}
DOther
Write-down of investments in controlled entities {(v) {67,497} - (67.497) - - -
Loan forgiveness from conlrolled entities {v) 110,458 - 110,459 - - -
Profit from business divested (i) - - - 310 {93} 217
Profit from sale of property, plant and eguipment 224 {67} 187 549 {165} 384
Write-down of cartying value of inventory {iii} {1.826) 548 {1.278) - - -
Losses associated with wind-down of business
segment {v) - - - {3,890} 1,167 {2,723
Over {under) provision of income tax i previous years {iv} - {3,167} {3,167} - 4,926 4,926
Total other 41,360 {2,686) 38,674 {3.031) 5,835 2,804
individually slonificant items {18,575) 9,845 {8,730} {7,468} 7,166 {300}

fderger implementation costs in 2003 relate to the restructuring and reorganisation activities Tollowing the acquisition of incitec Fertilizers

Limited.

On 20th February 2003 Pivot Nutrition Pty Lid, a wholly owned subsidiary of the Company, divested the operating assets and business of

the Carrick Stockfead Mill for 54.4m.

inventory written down and prior vear losses relate fo the grain business which has now been completely wound dowr and is no longer

trading.

{iv} Adjustment to income tax expense o reconcile to incoms tax retums as lodged.
{v} Write-down of investment in controlied entities following reassessment of carrying value as a result of intercompany loans forgiven.
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6.

Consolidated Company
2603 2002 2003 26002
$ 3 $ )
Auditors’ remuneration
Total remuneration received, or due and receivable,
by the auditors for:
Audit services
Auditors of the Company - KPMG 250,060 - 256,600 -
Auditors of the Company — Deloitte Touche Tohmatsu 70,060 184,000 76,600 184,000
320,060 184,000 326,600 184,000
Other services
Auditors of the Company - KPMG
other services (i} 24,460 - 24,460 -
taxation services (i} 40,360 - 46,600 -
Auditors of the Company - Deloitte Touche Tohmatsy
ather services 180,526 147,113 186,528 147 113
taxation services 126,578 15,830 126,578 15,830
371,864 162,943 371,564 162,043
691,864 346,843 §91,564 346,943

i Represents fees paid to KPMG since their appoiniment as external auditors {2002 Deloitte Touche Tohmatsa).
Froen tirns to ime, the suditors provide other services fo the Company, which ara subject to skrict corporate governance proceduras adopted by the
Company which encompass the selection of service providers and the seffing of their remuneration. The Auadit and Risk Management Comenittee will

approve any other services provided by KPMG above g value of 520,000,

Consolidated Company
2003 2602 2003 2002
$000 $000 $0400 $000
Income tax expense
The amount of income tax atiributable te the financial year differs from the amount
prima facie payable on the operating profit/{loss). The differences are reconciled as
follows:
Income tax expense attributable to operating profit before significant items
Frima facie Income tax expense calculated at 30% {2002 at 30%)
on profit trom ordinary activities before significant items 15,764 9,583 12,238 9,383
Tax effect of permanent differences which {reducelincrease tax expense:
not-aliowabls depreciation of buildings 472 832 229 850
research and development {4069} {111} {263) {111
tax underf{over)provided in prior years 929 - 2,704 -
non-allowable goodwill amortisation 936 - - -
non taxable profit on sale of property, plant and equipment {452} - {67) -
sundry items 121 6a2 {17} 681
Incomae tax expense attributable to sperating profit before significant items 17,301 10,766 14,824 10,583
Income tax expense attributable to significant items
Prima facie Income tax benefit calculated at 30% {2002 at 30%)
on toss from significant items (19,371} (2,408) {5.573) (2,240)
Tax effect of permanent differences which {reduce)/increase tax expense:
merger implemeantation costs 5,450 - 5,450 -
write-down of investments in controlied entities - - 26,249 -
toan forgiveneass from confrolied entities - - {33,138) -
tax underf{overiprovided in prior years 3,000 {2,958 3,167 {4,928}
Incoma tax benefit attribatable to operating
foss from significant items {10,912} {5,364} {9,845) {7,166)
Income tax expense atiributable to sperating (loss)/profit 6,389 5,402 4,979 3,417
income tax expense compises:
provision for income tax 2,063 - - -
deforred income tax {3,662} - - -
future income tax henefit 7,988 5,402 4,979 3,417
6.389 5,402 4979 3.417
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Income tax expense (continued}

Recovery of fulure income tax benefits included in deferred tax assets {see note 16) depends on future taxable earmings and the

continuation of existing tax laws and compliance therewith.

There are no future tax benefits aitributable to tax losses carried forward by controlled entities (2002 $8.3m).

Consolidated

2003 2002
Cents Cents
MNotes per share per share
Earnings per share (EPS)
Basic earnings per share
including significant items {80} 106
excluding significant items 113 121
Number Number
Weighted average number of shares used as the denominator:
Number for basic earnings per share (i} 31,120,472 17,484,830
Average market price of ordinary shares {ii) $15.39 NIA
$000 $000
Reconciliation of earnings used in the calculation of basic earnings
pear share:
Including individually significant items
{Loss)profit from ordinary aclivities after income tax expense {18,623} 18,526
Earnings used in calculation of EPS including individually significant items {18,623} 18,526
Reconciliation of earnings used in the calculation of basic earnings
pear shara:
Excluding individually significant items
{Loss)profit from ordinary activities after income tax expense {18,623} 18,526
Deduct individually significant items after income tax {5} {53,656} {2,661}
Earnings used in calculation of EPS excluding individually significant iterns 35,033 21,177

{i} The weighted average number of shares used as the denominator is calculated over the 12 months ended 30 September 2003 and takes

into account the issue of 40,796,719 shares on 1 June 2003,

{ii} The consolidated entity was not listed on the Australian Stock Exchange during 2002, Consequently an average market price of ordinary
shares was not available in 2002. The average market price of ordinary shares for the year ended 30 September 2003 is calculated from 28th

July 2003, the listing date of the Company on the Australian Stock Exchange.

Consolidated Company
2003 2002 2003 2002
$000 $000 $000 $000
Cash assets
Cash at bank and on hand 6,851 6,283 22 3,051
Deposits at call
external “ 33,000 “ 33,000
entity subject to common control 14,418 - 14,418 -
21,269 39,283 14,440 38,051
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Censolidated Company
2003 2002 2003 2002
Notes $000 $006 $000 $000
Receivables
Current
Trade debtors
external 161,050 48,105 41,876 45,873
entities subject to cammon control 3,309 - - -
Less provision for doubtiul debts
external {866) {1,125} {666} {1.057}
103,493 46,980 41,210 44,818
Sundry debtorsfloans
external 4,584 1,986 1,425 1.914
entities subject to common control 911 - - -
wholly-owned controlied entity - - 78 -
5,495 1,986 1,503 1.914
108,988 48,966 42,713 48,730
Non-current
Sundry debtorsfloans
external 253 335 253 335
rolated parties 1,671 - 1,671 -
1,924 335 1,924 335

Significant terms and conditions
Trade debtors are carried at amounts due.

The collectabilify of debts is assessed at balance date and specific provision is made for any doubtful debts based on a review of all
outstanding amounts at year end. Bad debts are written off during the year in which they are identified.

Sundry debtors generally arise from transactions outside the usual operating activities of the consolidated entity.

Net fair values
The directors consider the canying amount of receivables to approxirnate their net fair values.

Cradit risk
Credit risk in debtors is managed in the following ways:
- payment terms are generally 30 days and payment compliance is high.
- arisk assessment procass is used for all accounts, with a stop credit process for most long overdue accounts. Interest may
be charged where the terms of repayment exceed agreed terms.
- credit insurance cover is obtained where appropriate.

Inventories
Raw materials and stores at cost
At cost 18,186 6,793 3,287 5,568
Less provision for inventory losses and obsolescence {468} {330 {468} {330}
17,718 6,463 2,819 5,238
Finished goods
At cost 189,298 107.573 72,170 107,458
Less provision for inventory losses and obsolescence {1,.373) {2,177} {623} {2177}
187,925 106,396 71,547 105.281
265,643 111,85% 74,366 110,519
Other assets
Current
Beferred maintenance expenditure {1ix} 12,132 - - -
Less accumulated amortisation {7.292} - - -
4,846 . - -
Prepaymants 9,859 Q06 7,834 872
14,699 906 7,834 872
Non-current
Beferred maintenance expenditure {1ix} 13,456 - - -
Prepaymeants 97 - - -
13,553 - - -
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Censolidated Company
2003 2002 2603 2002
Notes 3000 $ooo $000 8000
Other financial assets
Current
Norn-trade receivables from wholly owned confrolled entities
At cost - - 20

Non-current

fnterest in unlisted controlled entities

At cost {36} - 474,179 73775
Property, plant and equipment
Land, buildings and improvements
At cost 203,982 114,389 66,046 §2 152
Accumutated depreciation {87,952} {44,993} {32,989) {30,571}
At recoverable amount 14,913 - 14,913 .
Total net book value 130,943 £9.408 47,970 61,581
Machinery, plant and eguipment
At cost 431,830 180,873 136,072 168,966
Accumulated depreciation {266,158} (133,861} {99,033) {121,833}
Total net book value 168,672 47 112 37,039 47 033
Total net book value of property, plant and equipment 296,615 116,518 85,009 108 614
{i} Carrying value of freehold land
{included with land, buildings and improvements) 47,618 7387 4,596 5,268
{ii} Land heid for resale
At cost - current 10,462 - -
At cast - non current 356 - -
Total {included in value of freehold land) 10,818 - -
{iif) Current valuations
The most recent valuations of freehold land, buildings and improvernants,
which are prepared every three years, are listed below.
These valuations are not incorporated in the financial statements,
2603 2000
$060 $000

At directors’ valuation

148,898 104,300

The valuations were independently determined on a market value for existing use basis except in relation {o properties held as
investments or for disposal in which case the valuations were determined on a market value for alternative use. Capital gains tax
has not been taken into account in these valuations,

{iv) Capitalised borrowing costs

MNo interest was capitatised during the financial year {2002 nil}.
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16.

17.

Property, plant and equipment {continued)

{v) Reconciliations

Reconciliations of the consolidated carrying amounts of property, plant and equipment at the beginning and end of the

current financial year are set out below.

Land, Machinery,
buildings and phant and
kmprovements  equipmerd Total
Notes $000 5000 5000
Consolidated 2603
Carrying amount at the beginning of the financial year 69,406 47,112 116,518
Additions 2,338 13,240 15,578
Bisposals {2,374} {1,810} {4,184}
Additions through acguisition of gntities {26} 11,807 130,371 208,178
Disposals through disposal of businesses {26} - {174} {174}
Depreciation expense {4} {4,767} (14,875} {19,642}
Write down to recoverable amount {11,467} {8,192) {19,658}
Carrying arnount at the end of the financial year 130,943 165,672 296,615
Company 2003
Carrying amount at the beginning of the financial year 61,581 47,033 108,614
Additions 1,814 7,169 8,923
Bisposals {958} {1,565} {2,523}
Depreciation expense {4} {3,660} {7,766) {11,426}
Wite down to recoverable amount {11,487} {7,602} {19,269}
Depreciation of allocated assets from group 660 30 696
Carrying amnount at the end of the financial year 47,970 37,038 85,009
Consolidated Company
2003 2002 2603 2002
8006 $060 $600 3000
intangible assets
Goodwill, at cost 188,482 - - -
Less sccurnulated arnortisation {3,128) - - -
Total net book value of goodwill 185,354 - - -
Deferred tax assets
Future income tax benefit 19,101 18,637 13,194 18,173
Payables
Current
Trade creditors
external 113,182 48,405 26,703 47,933
wholly-owned controlled entity - - 19,435 -
Sundry creditors and accrued charges
exterral 17,669 37 4,264 37
entity subject to common control i - 78 -
136,899 48,442 50,480 47,870
Non-current
Sundry creditors and acorued charges
whaolly-owned controlled entities - - - 92.096
- - - 92,096
Significant terms and conditions
Trade creditors, including expenditures not yot billed, are recognised when the consolidated entity becomes obliged to
make future payments as a result of a purchase of goods or services. Trade payables are normally settled within 32 days
from invoice, month end or within the agreed payment terms with the supplier.
Net fair values
The directors consider that the carrying amount of trade creditors and other payables approxirnate their net fair values.
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Consolidated Company
2003 2002 2003 2002
$000 $600 $000 000
interest bearing liabilities
Current
Secured
bank bbans “ 28,915 - 28,815
investment deposit debentures 39,086 31,7186 39,086 31,716
Unsecured
bank overdeafts 1,877 - 1,577 -
ather loans
wholly-owned corntrolied entity - - 20,816 -
40,663 60,631 61,479 60,631
Non-current
Secured
bank bbans “ 80,000 - 60,000
Unsecured
redeemable preference shares 58,008 - - -
5,006 60,000 - 60,000

tnvestmerit deposit debenture

Secured by a fixed and floating charge over the conselidated entity’'s assets, the current market value of which exceeds

the value of the borrowings.
Significant ternis and conditions

interest expense is recognised progressively over the life of the loan. Refer to note 31 for additional financial instruments disclosures.

Nat fair values

The directors consider the cartying amount of borrowings to approximate thelr net fair valuss.

Redeamable Preference Shares

A subsidiary of the consolidated entity issued 11,000 redeemable preference shares at 55,000 per share on 27 May 2003,
redeamable on 27 November 2004 at face value. Holders receive interest at 5.36% per annum,

Current tax liabilities

Provision for income tax 6,312 - - -

Provisions

Current

Employee entitlements 9,386 9,058 4,815 8,935

Restructuring and rationalisation 12,879 3,822 8,113 3,822

Environmentat 12,471 3,218 7.300 3,218

Other 2,297 405 2,297 405
37,133 16,506 22,525 16,381

Non-current

Employee entitlements B,666 741 2,181 724

Restructuring and rationalisation 823 - 532 -

9,489 741 2,693 724

Aggregate employes entitlements

Current 9,386 9,059 4,815 8,935

Non-current B,666 741 2,161 724
18,052 9,800 6,976 9,658

The present valuss of employee entiflements not expectad to be settied within twelve months of balance date have been calculated

using the following assumptions:

Assumed rate of increase in wage and salary rates 4.0%

Average discount rate
Setttement term

Employees at year end
Full time equivalent

5.2%
10 years

Number
899
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20.

21.

Provisions {(continued)

Reconciliations

Reconciliations of the carrying amounts of provisions at the beginning and end of the current financial year are set out below.

Current Provision - Dividends Notes

Consodidated Company
$000 $000

Carrying amount at the beginning of the financial year
Provisions made during the year:

Special Dividend 2003
Payrnents made during the period

24,478 24,478
{24,478)  {24,478)

Carrying amount at the end of the financiat year

Current Provision - Restructuring and rationalisation

Carrying amount at the beginning of the financiat year 3,822 3,822
Additions through acquisition of entities {26} $,216 -
Provisions made during the year 19,827 19,827
Transfers from envirormental provision 143 143
Payrnents made during the period {20,629 {15,679)
Carrying amount at the end of the financiat year 12,979 8,113
Current Provision - Envirenmental
Carrying amount at the beginning of the financiat year 3,219 3,219
Additions through acquisition of entities {26} 5,244 -
Provisions made during the year 7,300 7,300
Provisions written back during the year {268) {268)
Transfers to restructuring and rationalisation provision {143) {143)
Payrnenis made during the period {2,881) {2,808)
Carrying amount at the end of the financiat year 12,471 7,300
Current Provision - Other
Carrying amount at the beginning of the financiat year 405 405
Provisions made during the year 2,297 2,297
Transfer to current frade creditors - external {268) {268)
Transfer to current employee entittements {137) {137)
Carrying amount at the end of the financiat year 2,297 2,297
Non Current Provision - Restructuring and rationalisation
Carrying amount at the beginning of the financial year - -
Provisions made during the year 823 532
Carrying amount at the end of the financiat year 823 532
Consolidated Company
2603 2002 2003 2002
$0060 $0566 $000 $008
Deferred tax liabilities
Beferred income tax 14,268 - -
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Company/Consolidated

2003 2002
$000 $000
22. Contributed equity
Share capital:
Ordinary shares - 58,281,027 (2002 - 14,037,142} 532,445 52122
Investor shares - nil (2002 - 3,447,388} - 13,697
532 445 55,818
Movements in issued and fully paid ordinary shares of the company during the past two years were as follows:
Number of Issue price

Details Date shares $ $000
Opening batance of shares issued 1 Ot 8 14,058,810 51,840
Rebate reinvestment 1889 Adjustment - 378
Conversion from ordinary share to investor share 1 Oct 01 to 30 Sep 02 {21,162} 9.00 {189}
MNew employee shares issued 16 Nov 01 8,130 9.00 81
Employee share plan buy-back 1 Oct 01 to 30 Sep 02 {5,736} 9.00 {88}
Balance 30 Sep 02 14,037,142 52,122
Employee share plan buy-back 17 Oct 02 {222} 9.00 (2}
Conversion from ordinary share to investor share 1 Oct 62 to 31 Jan 03 {6,400) 9.00 {56}
Shares issued in consideration for purchase of Incitec Fertilizers Limited {i) 1 June 03 40,796,719 11.47 467,900
Conversion of balance of investor shares 1o ordinary shares 3 July 03 3,453,788 13,755
Transaction costs arising pursuant to the listing of Incitec Pivot Limited on the
Australian Stock Exchange {1.274)
Balance 36 Sep 03 58,281,027 532,445

it

i} The issue price of $11.47 represents the midpoint of an independent valuation prepared by Ernst and Young as at 17" March 2003 of

the combined Incitec and Pivot fertiliser business.

Taerms and conditions:

Holders of ordinary shares are entitied to receive dividends as declared from time to time and are entitled to one vote per share at

shareholders’ meetings.

Movements in issued and fully paid investor shares of the company during the past two years were as follows:

Number of Issue price
Details Date shares $ $000
Opening balance of shares issued 1 Cet 61 3,427,581 13,817
Conversion from ordinary share to investor share 1 Oct 01 to 30 Sep 02 21,162 189
Employee share plan buy-back 1 Oct 01 to 30 Sep 02 {1,355} 9.00 {9}
Balance 30 Sep 02 3,447,388 13,697
Conversion from ordinary share to investor share 1 Oct 02 to 31 Jan 03 6,400 9.00 58
Conversion of balance of investor shares 1o ordinary shares 3 July 03 {3.453,788) {13,755}
Balance 30 Sep 03 - “

investor shares enabled ordinary shareholders who ceased to be customers {and their beneficiaries) to continue to have equity interest in
the Company, and fo facilitate employee and commercial equity investment. A new company constitution following the acquisition of Incitec
Fertitizers Limited provides for a single 'ordinary class' of shares. Consequently each investor share has been transferred to the ‘ordinary’

class of shares.
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Consolidated Company
2003 20302 2603 2002
Notes $000 000 $000 5000
23. Reserves and retained profits
{a) Reserves
Realisation and revaluation of assets 34,423 34,423 43,686 43,686
General and other 1,499 - 8 -
Forfeited shares - 8 - 8
Capital profits - 1,491 - -
35,922 35,822 43,694 43,694
Movement in reserves during the financial year
Realisation and revaluation of assets
Balance at beginning of year 34,423 34,342 43,686 43,686
Increase in revaluation reserve - 81 - -
Balance at end of year 34,423 34,423 43,686 43,686
General and other
Balance at beginning of year - - -
Transfer from capital profit reserves 1,494 - -
Transfer from forfeited shares reserve B 8 -
Balance at end of year 1,499 8 -
Forfeited shares reserve
Balance at beginning of year 8 8 8 8
Transfer o General and other {8} - {8} -
Balance at end of year - B - 8
Capital profits reserve
Balance at beginning of year 1.4H 1,491 - -
Transfer to General and other {1,491} - - -
Balance at end of year - 1,491 - -
{b) Retained profits
Retained profits at the beginning of the financial year 48,444 29,918 7,774 {12,618}
Net decrease in equity due o initial adoplion of revised AASE
1028 Employee Benefifs { 1 } {328) {191} -
Operating {loss)/profit after income tax attributable
to members of Incitec Pivot {18,623} 18,528 17,238 20,392
Bividends: {25}
Special dividend {24,478} {24,478} -
Retained profits at the end of the financial year 5,015 48 444 343 7,774
Nature and purpose of reserves
Realisation and revaluation of assefs: the realisation and revaluation of assets reserve includes the net revaluation of assets
increments and decrements arising from the revaluation of non-current assets in accordance with AASE 1041,
General and other : the general reserve has been created as a result of transfers from other reserve accounts and is available for
non-specific purposes.,
Forfeited shares : the balance of the forfeited shares reserve has been transferred to general and other reserves.
Capital profits : the balance of capital profils reserve has been fransferred to general and other reserves.
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Consolidated Comparny
2003 2002 2003 2002
Notes $000 000 $000 $000
Total equity reconciliation
Total equity at the beginning of the financial year 150,185 131,216 117,287 96,533
Total changes recognised in the statements of financial performance {18,951} 18,526 17,047 20,392
Transactions with owners as owners
Dividends provided for or paid {25} {24,478} - {24,478) -
Contributions of equity {22y 467,500 443 467 900 362
Expenses relating to the listing on the Australian Stock Exchange {22} {1.274) - {1,274) -
Totat equity at the end of the financial year 573,382 150,185 576,482 117,287
Compary
2003 2002
5000 $000
Dividends
Dividends paid or declared in respect of the year ended 30 September were:
Qrdinary
special dividend of $1.40 per share, fully franked at 30%, paid 16th June 2003 24,478 -
Dividends paid in cash 24,478 -

Redeamable Preference Shares

Dividends payabls in respect of the redeemable preference shares are accrued in the financial statements on a monthly basis, and
are pald quarterly at 5.36% per share, unfranked. Dividends on these shares have been charged to the statements of financial
perfotinance as borrowing costs because the shares are classified as liabilities.

Franking credits

Franking credits available at the 30% (2002 at 30%) corporate tax rate after allowing for tax payable in respect of the current vear's
profit is $3,241,743 (2002 $13,732,328). The ability to utilise the franking credits is dependent upon there being sufficient available

profits to declare dividends,

From 1 July 2002 the franking credits available have been measured in accordance with the New Business Tax System (imputation)
Act 2002 as the amount of income tax paid rather than being based on after-tax profits as in previous periods. The change in the

basis of measurement does not change the underlying value of franking credits available to shareholders from the dividend franking
account. Comparative information has not been restated for this change in measurement.
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Consolidated Company
2003 2002 2063 2002
Notes $000 $6000 $000 $060
Notes to the statements of cash flows
Reconciliation of cash
Cash at the end of the financial year as shown in the statements of
cash flows is reconciled to the related itams in the statements of
financial position as follows:
Cash {9} 21,289 38,283 14,446 36,051
Barnk overdraft {18} {1.577) - {1,577) -
19,692 33,283 12,863 36,051
Reconciliation of {foss)/profit from ordinary activities
after income tax to net cash flows from operating activities
{Lossiprofit from ordinary activities after income fax expense {18,623) 18,528 17,238 24,392
Bepreciation and amortisation 24,353 15,273 11,426 15,202
increase in net interest payable 324 - - -
Write down of property, plant and equipment {significant tems} {5} 22,143 - 21,754
Write-back of write-down of property, plant and equipment {¥82) - {182)
Wite-down of investmeants in controfled entities {5} - - 67,497
Loan forgiveness from controlled entities (significant tems) {5} - - {110,459)
Net profit on sale of business {significant items) {5} {526) {310} - .
Net loss/(profit) on sale of property. plant and equipment 100 {326} {8) {624
Changes in assets and liabilities excluding the effects of
acquisitions and disposals of businesses
increass/{decrease)} in trade and other receivables 42,943 33,848 {4.535) 33.837
increass in inventories 63,421 11,049 36,153 11,075
increase in deferred taxes payabie 4,573 - 4,979 -
decrease in payables and provisions {46,624) {9,590} 10,408 {12,961}
increase in incoms taxes payable 4,930 5,858 - 5.56%
Net cash flows from operating activities 96,232 4,424 53,673 72,4490
Disposal of business
Consideration
cash received 4,553 400 -
disposal costs {160) - -
4,393 430 -
Fair value of net assets of business disposad
racoivables 1,800 - -
inventories 1,971 - -
property. plant and equipment 174 14 -
intangibles - 98 -
other assets 58 - -
payables and inferest bearing liabilities - {22} -
othet provisions {136) - - -
3,867 80 -
Profit on sale of business 526 310 -

Disposal of entities

Buring the financial year, the consolidated entity divested the operating assets and business of the Carrick Stockfesd Mill.
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Consolidated Company
2083 2007 20063 2002
000 $600 $000 $000
28. Notes to the statements of cash flows (continued)
Acquisition of businesses/controlled entities
Consideration
non-cash consideration (shares issued) 467,908 - - -
net cash acquired {103} - - -
467,797 - - -
Fair value of net assets of businesses/controlied entities acquired
recetvables 144,776 - - -
invertories 159,175 - - -
property, plant and equipment 208,178 - - -
ather assets 27,786 - - -
payables and interest bearing liabilities {184,636} - - -
provision for employee entitfements {11.552} - - -
provision for restructuring and rationalisation {9,216) - - -
provision for environmental {5.244} - - -
provision for tax {19,946} - - -
279,315 - - -
Goodwill on acguisition 185,482 - - -

Acquisition of entities
Buring the financial year, the consclidated entity acquired |neitec Fertilizers Limited, Restructuring and rationalisation provisions were
established in order to merge its operations into the existing ferliliser business.

27. Commitments

Capital expenditure commitments
Capital expsnditure on property, plant and equipment
contracted but not provided for and payable:
no later than one year 1,557 3,658 1,128 3,859
1,557 3,658 1,128 3,859

Lease commitmants
Lease sxpenditure contractad for at batance dats but not
recognised in the financial statements and payable:

ng later than one year 8,871 7.274 3.485 7274
tater than one, no later than five years 16,115 10,238 8,248 10,238
tater than five years 18,666 16,508 11.685 16,508
43,652 34,020 23,438 34,020

Representing
non-canceflable operating leases 43,652 34,020 23,438 34,020
43,652 34,020 23,438 34,020
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28. Contingent liabilities and contingent assets
The following contingent liabilities are generally considered remote, however the directors consider they should be disclosaed. The
directors are of the opinion that provisions are not requirad.

Discounted bills of exchange

A discounted bill of exchange facility is in place with a bank and is utilised by a nurmber of customers for the purpose of trade finance.
The majority of these discounted bills of exchange are issued for periods lass than 120 days.

Total discounted bills of exchange outstanding at year end amounted to $8.9m (2002 nil).

Guarantess and warranties

+« Tha Company has guarantesd seasonal borrowings of certain customers, up to 6% of the {otal amount borrowed. The guaranies
is in place with Suncorp Metway Bank. Al 30 September 2003, the total contingent fiability in respect of this guarantee is $1.7m.

«  Under the terms of a Deed of Cross Guarantee entered into in aceordance with the ASIC Class Order 88/1418 dated 13 August
1868 {as amended), sach company which is a party to the Deed has covenanted with the Trustee of the Deed to guarantse the
payment of any debts of the other companias which are party to the Deed which might arise on the winding up of those companies.
The entities which are party to the Deaed are disclosed in note 36. A consolidated statement of financial position and statement of
financial performanca for this closed group is shown in note 37.

+« The consclidated entity has entered into various long terrn supply contracts. For somsa contracts minimum charges are payable
regardiess of the level of operations, but in all cases the levels of operations are expected to remain above those that would trigger
fRinimum payments.

+« Thare are guarantaes relating to ceriain leases of property, plant and equipment and other agreaments arising in the ordinary
eourse of business.

« Contracts of sale covering companies and businesses which were divested during the current and prior years include normal
commercial warrantias and indemnities o the purchasers. The Company is not aware of any matarial exposure under these
warranties and indemnities.

« From time to time the consolidated entity is subjsct to claims for damages arising from products and services supptlied by the
consolidated entity in the normat course of business. Controfied entities have received advice of claims relating to alleged failure
to supply products and services suitable for particular applications. The claims in the entities concerned are considared (o be
eithar imrnaterial or the entity is defending the claim with no expectad financial disadvantage. No specific disclosure is considered
necessary.

Environmental matters subject fo reguiatory environmental requirements

The Company has created provisions for all known environmental liabilities. While the direclors believe that, based upon current
information, the current provisions are appropriate, there can be no assurance that new information or regulatory requirements with
raspect o known sites or the identification of new rermedial obligations at other sites will not require additional future provisions for
asnvironmental remediation and such provisions could be material.

Taxation

Consistent with other companies of the size of Incitec Pivot Lirnited, the group is subject to periodic information requests, investigations
and audit activities by the Ausiralian Taxation Office. Provisions for such matiers will be booked when a present obligation in relation to
a taxation liability exists which can be reliably estimated.
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30.

31.

Standby arrangements and credit facilities
Consolidated Company

2003 2002 2003 2002

$000 $000 $000 $000
Cornmnittad bank overdraft facilities available 5,000 5,000 5,000 5,000
Armnount of facilities unused 3,423 5,000 3,423 5,000
Cornmitied standby and loan facilities avallable 220,000 215,000 220,000 215,000
Amount of facilities unused 220,000 94,360 220,000 04,360

The cornmitted bank overdraft facilities are provided by banks and are subject to an annuat review. The commiited loan facilities
are provided by a related party, Orica Finance Lirnited with repaymant terms ranging from overnight to 80 days.

Amounts receivable and payable denominated in foreign currencies

The consolidated entity enters into a range of financial instruments to hedge its foreign currency receivables and payables. At year
end, the consclidated entity was exposed to currency movements on net foraign currency amounts payable of $88.7m (2002
$16.9m). This exposure was predominantly against the US dollar.

The consclidated entity does not have any material exposure to currency movernents on foreign currency amounts receivable and
pavable dus to the policy of antering into a range of financial instruments to hedge the consolidated entity’s sxposures.

Additional financial instruments disclosures

The consclidated entity uses saveral techniques (o reduce the exposure to loss from financial risks. The major types of risks are
foreign exchange risk, interest rate risk, liquidity risk and credit risk.

Foreign exchange risk management
Foreign exchange transaction risk management

The consclidated entity is exposed to foreign exchange rmovements on sales and purchases denominated, either directly or
indiractly, in foreign currencies. Where these exposures are significant and cannot be eliminated by varying contract terms or other
husiness arrangements. formal hedging strategies are implemented within policy guidelines. The formal hedging strategiss involve
colfating and consolidating exposures centrally, and hedging specific transactions, aftar {aking into account offselting exposures, by
entering into derivative contracts with external parties in the financial markets. The derivative instruments used for hedging
purchase and sales exposuras are option contracts and forward contracts.

For confracts which specifically hedge anticipated sales and purchases, any unrealised gains and [osses on the contracts, together
with the costs of the contracts, are carried forward in the statements of financial position and will be recognised in the statements of
financial performance at the time the undertying transaction oceurs.

The tabie balow outlines the forward foreign exchange contracts taken out to hedge committed and anticipated purchases and
sales denominated in foreign currencias.

Term Weighted average rata Forward FX Contract
2003 2002 2003 2002
b $ AS000 ABO0D
Buy LS dollars / selt Australian doliars
Not tater than one yaar 0.6420 (.5443 52,618 1.375
Buy Euro / sell US dollars 0.5391 - 236 -

Not tater than one vear

50

Mote: An imematarial amount of forward foreign exchange contracts are held in olher currancies,
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31. Additional financial instruments disclosures (continued)

The profitability of the principal nitrogen manufacturing facility located at Gibson Island is immpacted by foreign exchange
movernents due o the manufactured inputs {gas, elsctricity, tabour) being Australian dollar tinked whilst the manufactured outpuls
{urea and amrnonia) are sold on a United States dollar import parity basis. To hedge the output of this plant a series of collar
options and vanilia options have been put in place. These contracts are timed to mature in guarterly intervals to rnateh anticipated
sates of product manufagctured at this facility over the following years subject to limits approved by the Board of directors. The
amount of anticipatad fulure sales is forecast in light of plant capacities, current conditions in dornestic agricultural and industrial
rmarkets, commitrnents from customers and historical seasonal impacts. All sales from the start of oach quarter are designated as
being hedged untit alt hedge contracts are fully utilised. Favourable or unfavourable hedge outcornes only result if the refevant
exchangs rate at maturity is higher or lower than the options upper or lower strike rates established at the inception of the hadge.

The table below surmmarisas collar option contracts taken out to hedge the output of the Gibson Island plant.

Waighted average AUDAISD strike rate Contract amounts
2003 2002 2003 2002
$ $ 3 $ Us$000 LUS5000
Bought Sold Bought Sold
AUD call AUDput AUBDcall  AUD put
options options options options
Not later than one year 0.58 0.43 - - 55,000 -

The cornpany has also bought a series of AUD Call / USE Put vanilla European options. The amount of the exposure hedged
progressively reduces in future periods in line with guidelines set out by the Board of Directors. The premiums paid along with any
unrealised gains are carried forward in the statement of financial position and will be recognised in the statements of financiat
performance af the time the underlying fransaction ocecurs. All costs associated with thase contracts have been incurred.
Favourable outcomes will scour when the exchange rate at maturity is higher than the strike rate established at the inception of the
hedge. These contracts aflow full participation in Tavourable outcomes resulling from decreases in the AUD/USD exchange rate,
but limit the unfavourable outcornes rasulting from AUD/USD exchange rate increases.

The table below summarises the vanilla option confracts taken out to hedge sales of the ouiput of the Gibson Island plant.

Term Weighted average Contract amounts
AUDIUSD strika rate
2003 2002 2003 2002
$000 3000 A$000 ABO00
Latar than one year but not later than two years years 0.6781 - 20,000 -
Later than two years but not tater than three years 0.8781 - 10,000 -
Latar than three ysars but not later than four years 0.8781 - 10,000 -
Total 40,000 -

Foreign exchange transfation risk management

The consclidated entity is not exposed to translation risk resulting from foreign exchange rate movements impacting on the AUD
equivalent value of seff-sustaining foreign operations.

Interest rate risk management

The consolidated entity is exposed to interest rate risk on outstanding interast bearing labilities and investments. The mix of
floating and fixed rate debt is managed within guidslines of the reasury steering committes. These contracts were astablished by
incitec Fertilizers Limitad prior to its acquisition.

interest rate swaps

interest rate swaps provide the consolidated entity with the facility to raise long term borrowings at floating or fixed inferest rates
and effectively swap the interest obligation into fixed or floating interest rates respectively. The notional amounts of interest rate
swaps as summarisaed below represent the contract or face values of these derivatives. The notional amounts do not represent
amounts exchanged by the parties. The amounts o be sxchangead are net settled and will be calculated with reference to the
notionat amounts and the pay and receive interest rates determined under terms of the derivative contracts. Each contract involves
guarterly or biannual paymeant or receipt of the net amount of interest.
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The notional principal amounts and periods of expiry of these interast rate swap contracts ars as follows:

2003 2002

$000 3000
Lass than one year 10,000 10,000
One to fiva years 5,000 -
Notional principat 15,000 10,000
Fixed intarest rate rangs p.a. 5.45% - 6.56% 6.38%
Floating interest rata rangs p.a. 4.71% ~ 5.00% 4.85% - 6.44%

Intarast rate risk

The consolidated entily's exposure to inferast rate risk and the weighted average affective interest rates on financial assets and

liabilitias at balance date are:
Fixad interast rates

Floating 1yearorless 11io5years 5 years Non- Total  Waightad
interest rate ormorg  Interest average
bearing effactive
intarest
rate (i}
Notas $000's $000's 3000's $000's 5000's $000's % p.a.
30 September 2003
Cash assets {9) 14,418 6,851 21,269
Trade debtors {10} 101,050 101,050
Total financial assets 14,418 107,501 122,319
Trade creditors (17} (113,152} {113,152}
Bank overdraft (18) {1,577) {1,577) 8.28
Other borrowings (18) (39,0886) (39,0886} 4.75
Employee entitiements {20) {8,666} (9,388)  (18,052) 4.20
Interest rate swaps (ii) 156,040 {15,000} . 6.486
Redeemable preference
shares {18} {55,000} {55,000} 5.36
Total financial liabilities {25,663) {15,000} {55,000}  (8.668) (122,538) {(228,867)
Net financial
assets/(liabilities} {11,245) {15,000)  (55,000)  (8,666) (14,637) (104,548)
30 September 2002
Cash assets {9 39,283 36,283 4,65
Trade deblors {10} 48,105 48,105
Total financial assets 38,283 48,105 87,388
Trade creditors {17 {48,405} {48,405}
Short ferm borrowings {18} {28,915} {28,918} 6.44
Non current borrowings (18} {60,000} (80,0003 6.44
Other horrowings {18} {31,716} {31,716} 575
Employee entitlernents (20} £6.058) {741) {9,800} 4.20
Interest rate swaps (i) 10,000 {10,000} - 6.38
Total financial liabilities £110,831} {10,000 {9059} (40,148}  (178,836)
Net financial
assets/{liabilities) (71,348)  (10,000) (9.059) (1,041}  (91.448)

{i} Weighted average effective interest rate includes offshore funding at local rates.
{ii} Notional principat amount.

Liquidity risk management

Liquidity risk arises from the possibility that a market for derivatives may not exist in some circumstances. To counter this risk, the

consolidaied entity deals only in derivatives in highly liquid markets.
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31. Additional financial instruments disclosures (continued)

Credit risk management

Credit risk represents the loss that would ba recognised if counterparties failed to meet their obligations under tha contract or
arrangement. The major exposure to credit risK arises from trade receivables which have been recognised in the statements of
financial position net of any provision for doubtful debts {see note 10} and from derivative financial instruments.

The credit risk exposure arising from derivative financial instruments is the sum of alt contracts with a positive replacement cost.
As at 30 Septernber 2003, the sum of all contracts with a positive replacement cost was $16.7m {2002 $0.1m).

Net fair vatues of financial assets and liabilities

On-balance sheet financial instruments

The directors consider that the canying amount of racognised financial assets and liabilities approximates their net fair values. Fair
vatues of monetary financial assets and financial liabilities not readily traded in an organised financiat market are determined by
vatuing them at the present value of contractual future cash flows on amounts due from custorners, reduced for expected credit
losses, or amounts due to suppliers. Cash flows are discounted using standard valuation techniquas at the applicable markat yield
having regard to the timing of the cash flows.
Off-balance shest financial instruments
The net fair values of the consolidated entity’s unrecognised financial assets and liabilitias at balance date ara:

Net fair value

2003 2002

$000's $000's

Intarest rate swaps {202} 108
Foreign exchange option contracis 14,098 -

Net fair valuas of unrecognisad financial instruments are determined according to the estirnated amounts which the consolidated
entity would be expected to pay or raceive to terminate the conifracts. These values are determined using standard valuation
techniques.

32. Employee share plans
Incitec Pivot Senior Executives Long Term Incentive Plan

Under the Long Term Incentive Plan the Company may grant awards to senior exacutive officers subiject to the achievement or
satisfaction of conditions as to duration of employment or conditions as to parforrnance.

Since the adoption of the Long Term incentive Plan, 47 senior employeas have been invited to participate in awards made under
the rules of the Long Term Incentive Plan on the following basis:

« inrecognition of the achievement of certain performance targets in the period between 1 June 2003 and 30 September 2003,
the participating senior ernployess will be granted awards based on a percentage of base remuneration. These awards, once
guantified, will be paid in cash before 31 December 2003;

» inrespect of the period from 1 June 2003 o 30 September 2005, an award was granted to the participating smployees, such
to be satisfied by the purchase, in aggregate, of 107,825 shares on Australian Stock Exchange in the name of Incitec Pivot LTI
Ftan Company Pty Lid as trustee for the participants. The shares purchased may be forfeited by a participsting employee if
that employes ceases to be amployed with Incitec Pivot prior to Septambaer 2005, n raspect of the amount of this award to be
applied towards sharas, the parlicipating employees were each given an intarest fres unsecured loan by the Company. The
loan is repayable on the sartier of the employee ceasing o be ermployed by Incitec Pivot, the employee selling hisfher shares
or thrae years after the loan is made. The company has discration o decide the amount of repayment dus in satisfaction of the
debt. Any dividends will be applied on an after tax basis to reduce the loan balance. The employee cannot deal in these
shares untit 30" Septernber 2005, and

« that they may be sligible 1o receive an award under the Long Term incentive Plan dependent on the achievement of cedain
performance measures over a rolling three year period.

Employee Share Ownership Plan

On 28 Ccotober 2003 the Board established the Incitec Employee Pivot Share Ownership Plan {ESOP). The ESOP is administered
by the Plan Manager, Watson Wyail Austratia Ply. Lid.

A sub-cornmittee of the Board of directors will determine which employses are eligible to receive invitations to participate in the
ESOP. Invitations will be made to eligible employees on the following basis:

«  shares acquired are either newly issued shares or existing shares acquired on market.
» ampioyees are sach entitled to acquire shares with a rnarket value to a maximum of $1,000.
» amployees salary sacrifice the value of the sharas by equal deductions through to 30 June the following year.

» amployees cannot dispose of the shares for a petiod of three years from the date of acquisiion or until they leave their
amployment with the consolidatad entity, whichaver occurs first.
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33. Related party disclosures
{iy Controlling Entities
The imrediate parent entity is Orica IC Asssts Limited and the ultimate parent entity is Orica Limited both incorporated in Austratia.
{ii) Directors and their Director Related Entities
The Directors of the Company during the year were:

J C Watson G J Witcombe C G Leon L M Delahunty 8 J Gibson
B S Gilbert J Hasker B Healey t A Langdon A C Larkin
G R Liebeit A D MeCallum T R Robbins 0 B Trebeck

Loans to the Executive Director and Senior Executives under the Incitec Pivot Senior Executive Long Term Share Plan

individual share loan agreements under the Incitec Pivot Senior Executive Long Term Incentive Plan {note 32} issued subsequent
to balance date on 22 October 2003 by the Company are:

Exscutive Number of Value of Value of Value of Date of Loan Loan Balance
Director or shares issued loan loar loan foarn repayments
Senior or acguired on 22 Octobar 30 September 30 September
Exacutive market 2063 2603 2002 2003 2002 2003 2002
$ $ & $ $ $ $
G [ Witcornbe 32,269 498,158 - - 22116/2003 - - - -
W Elmer 5,091 78,593 - " 2211012003 - - - -
J E Fazzing 5,101 78,747 - - 2211012003 - - - -
J Loyd 5,667 87,485 - " 2211012003 - - - -
A Sharma 4,723 72,912 - - 2211012003 - - - -

Directors’ transactions in shares

2003 2002

Director Acquired Disposed Balance Acquired Disposed of Dalance at

during the during the at year during the during the at year

year {i} year {i} end {ii} year {i} year (i} end (if)

J € Watson - - 2,700 . . 2,700 {i)
G J Witcombe {vi) - - - - - -
C G Laon (v} - - NA, - . -
L bt Dalahunty 3,350 - 6,478 - - 3,128
B J Gibson - - - - - -
B S Gilbert (v) - - NA - - 222
J Hasker {v) - - NA 111 - 11
B Healay - - - - - -
t Langdon (v} - - NA, - - 1,320
A C Larkin - - - - . -
G R Liebelt - - - - - -
A D MeCallum 3,900 - 5,158 278 - 2,158 {v)
T Robbins {v} - - NA - - 515
D B Treback - - - - - -

iy Shares acquired or disposed by directors while they are directors of the company.
i Balance of shares held by diractors at balance date.

{
{
{ii
{
{
{

——

inclusive of 1,925 ordinary shares and 775 invastor sharas {refer to Note 22).

vy Inclusive of 1,993 ordinary shares and 165 investor shares {refer to Note 22},

v) Balance of shares held at year end by refired directors is not disclosed.

vi) Mr Witcombe acquired 32,269 shares in the Company subseguent to batance date, on 22™ October 2003.
Other directors’ transactions

The non-executive directors are or were directors of companies oulside the consolidated entity during the year. Products and
services purchased from or sold to those companies are on standard terms and conditions available to alt companies.

My Trabeck, a director of Incitec Pivot Limited, is a director of a comnpany which provides consulting services fo Incitec Pivot
Limitad. Fees of $4,060 were paid to the company for consulting services. Mr McCallum and Mr Delahunty as directors of Incitec
Pivot Lirnited both purchased fertiliser to the value of $28,880 and 399,912 respectivaly on terms no more favourable than those
availabie o other customers.
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33. Related party disclosures (continued)

At the dats of this report Mr Delahunty had funds invested in the Company Investrnent Deposit Debenture scheme. The interest
raie offered is no rnore favourable than offered to st other investors in the schame.

All the above transactions with related parties are rmade on normal commaercial terms and conditions and in the ordinary course of

husiness.

Other fransactions entered into during the year with directors of the company and controlled entities were on terms and conditions
no more favourable than those available to other customers, suppliers and employees and were of a trivial nature. These included
the rairmmbursament of refocation expenses, housing assistance for relocation, minor purchasas of product, sligible health benefits,

the purch

asa and/or sale of shares and the receipt of dividends.

Remuneration of directors is disclosed in note 35 and the directors report.

{iii} Tran

sactions with wholly owned controlled entities

Transactions between Incitec Pivol and entities in the wholly owned group during the year included:

L ]

{iv} Tran

On 30 September 2003 a number of intercompany loans to the value of $110.5m were forgiven within the wholly owned
group.

Managernent fees ware recaived and paid by Incitec Pivot for accounting and administrative assistance on normat
cornmercial tarms and conditions and in the ordinary course of businass.

Buring the period from acquisition to 30 September 2003, the Company sold fertiliser to Incitec Fertilizers Limited to the
value of $7.3m.

sactions with other related parties

All transactions with other related parlies are made on normal commercial terms and conditions and in the ordinary course of
business. During the year the following fransactions occurred between the Company and its controlfed entities and Orica.

L ]

[

[

Purchase of products and services to the value of $9.9m.

Sale of products and services to the vatue of $13.7m.

Under a service level agreement, fees of $4.7m were paidfpayable in relation to accounting, information technology,
anginesring and adrinistrative services.

Interest axpenssa paid by the Company for monay deposited with or borrowed from Crica Finance Limited was $1.1m.

{vi Additional related party disclosures

Additional refevant related party disclosures are shown throughout the notes to the financial statements as follows:
interest incorne and expense note 3, 4

Receivables note 10

investmeants in controlled antities note 13, 36

Payablas note 17

interest bearing liabilities note 18

34. Superannuation commitments

The consclidated entity contribules to a number of superannuation funds that exist {o provide benefils for smployees and their
dependants on retirement, disability or death. The superannuation funds cover company sponsored funds and multi-amployer
industry/union plans.

Company sponsored plans

+ The

principat benefits are pensions or lump sum payments {or rmembers on resignation, retirement, disability or death. The

benefits are provided on either a defined benefit basis or a defined contribution basis.

+«  Employee contribution rates are either fixed by the rules of the funds or selacted by members from tirne to firne from a
specified range of rates. The employer cornpanies contribule the balance of the cosf required to fund the defined benefits or
in the case of defined contribution funds, the amounts required by the rutes of the fund.

+ The coniributions made by the employer companies to defined contribution funds are legally enforceable.

Industry/
» Som

urion plans
e controlied entities participats in industry/union plans on behalf of certain employeses.

« These plans oparate on an accumulation basis and provide lump sum benefits for members on resignation, retirament,
disability or death.

» The employer entity has a legally enforceable obligation to contribute a regular amount for sach employae mamber of these
plans.

»  The employer entity has no other legal liability to confribute to the plans.
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Superannuation commitments {continued)

Flexible Benefits Super Fund

During the year the consolidated entity reade ermployer contributions of $0.8m (2002 $nil) to the defined benefit fund. Employer
contributions by the Cornpany to the defined benefit fund during the vear were $nil {2002 $nit).

The consclidated entities proportionate inferest in the accrued benefits, based on the most recent actuarial assessments or
estimates, the plan assefs at most recent estimates of net market values and the vested benefits as at the most recant reporting
data are:

2003
Accrued benefits  Plan assets Net difference  Vested benefits Net surplus /
accrued benefits {deficit)
1o plan vested benefits
assefs to plan
assels
$m $m $m Bm $m
The Flexible Benafits Super Fund 77.0 785 {1.5) 7.0 {1.5)

incitec Fertilizers Limited (which was acquired on 1 June 2003) is an associated employer of The Flexible Benefits Super Fund.
The principal sponsor of the fund is the ultirnate parent entity, Orica Limited. Only certain employees of Incitec Fertilizers Limited,
are members of the Flexible Benefits Super Fund. The Flexible Benefits Super Fund has a defined bensfit member category and
defined contribution member category. The balance date of the fund is 30 June. A full actuarial review at 30 June 2000 was
performed by G E Miller FIAA. The 30 June 2003 full actuarial review is in progress.

Asset values are estimated at 30 September 2003, based on audited values as at 30 June 2003, adjusted to reflect astirnatad
invastment performance between 1 July 2003 and 30 September 2003, The estimate for accrued benefits and vasted benefits has
hean calculated using membership data as at 30 June 2003, adjusted to reflact estimated investrnant performance betwsen 1 July
2003 and 30 September 2003

Differances between gccrued benefits to plan assels "deficits’ depend on many diverse factors and can vary significantly over time
having regard for movements in investment markets, future salary increases and changes in employes pattems. The consolidated
entity’s current intention is {o make contributions to defined benefit funds at a rate recommended by the actuary. It is expected that
the contribution raes will be determined after taking info aceount sound actuarial principles and would be designad to enable afl
defined banafits to meet retirement expectations and refevant regulatory requirements as and when they fall due.

The consolidated entity doas not have an obligation to fund irmynediately any reporied deficiency and has mat in full its obligations
to all funds as at the balance dais. The consolidated entity expects future contributions will meset any reported deficiency from time
to time.

Remuneration of directors and executives
Directors Consolidated Company
2003 2002 2004 2002
$ $ $ $

Aggregate of income paid or payable, of otherwise made available, to all
directors by the consolidated entity or any related party. 4,093,099 1,173,145 2485773 1,173,145

The number of diractors of the company whose {otal incomae from the
compary or any related party was within the specified bands are as

follows:
% No. No. No. No.
20,000 - 20,899 3 - 3 -
40,000 - 49,0800 . 5 “ 5
50,000 — 50,000 1 1 1 1
60,000 - 69,800 1 1 1 1
70000 - 70,999 2 2 -
80,000 - 89,800 1 - 1 -
80,000 - 99,980 . 1 “ 1
100,000 — 100,808 1 - . -
110,000 — 119,800 2 - 1 -
140,000 — 140,900 1 - 1 -
240,000 — 249,000 . 1 1
340,000 — 349,000 1 - 1 -
460,000 — 480,900 . 1 “ 1
600,000 — 609,000 1 - . -
800,000 — 800,088 1 - . _
1,420,000 — 1,420,888 1 - 1 -
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35. Remuneration of directors and executives (continued)

36.

Executive officers Consolidatad Company
2003 2002 2003 2002
$ % $ $
Aggregate of income received or due and raceivable by executive officers
{including executive directors) whose income is raore than $100,000. An
exscutive officer is a member of the group executive who is directly
accountable and responsible for the strategic direclion and operational
management of Incitac Pivot. 4,915,639 2,901,250 4915639 2,801,250
The number of exacutive officers with income of more than $100,000 is
shown in the refevant income bands:
§
100,000 — 109,968 2 - 2 -
110,000 — 119,098 ] - 1 -
140,000 — 149,008 2 1 2 1
200,000 — 209,068 . 1 - 1
260,000 — 269,998 . 1 - 1
280,000 — 289,998 . 1 - 1
200,000 — 289,998 ] - 1 -
340,000 — 349,998 ] 2 1 2
360,000 - 369,998 . 1 - 1
360,000 — 390,908 ] - 1 -
410,000 — 419,008 ] - 1 -
450,000 — 459,098 . 1 - 1
490,000 — 499,008 . 1 - 1
600,000 — 609,998 ] - 1 -
800,000 — 809,998 ] 1 -
1,420,000 — 1,420,089 ] - 1 -
Investments in controiled entities
Name of Entity Notes
Company
incitac Pivot Limited - { Formerly Pivot Limited }
Controlled Entities
Cripps Bakery Pty Ltd
ECH Investments Pty Lirited
Efectrical & Engineering Supplies Proprietary Limited
H.ALAL Lid
Hobyman Brothers Proprietary Limited
incitec Ferdilizers Lirnited Acquired in 2003
incitac Fivot LTI Plan Cornpany Pty Limited Acquired in 2003
L.F.1. Finance Propristary Limnited
ME&A 95 Pty Lid
North Western Flour Mills Ply Lid
Nu-bake Bakery Pty Lid
Nu-bake Properties Py Lid
Fhoschem Proprietary Limited
Fivot Agricuttural Laboratory Services Ply Lid
Fivot Employee Share Plan Administration Company Pty Limitad
Fivot Fertilisers Proprietary Limited
Fivot Motors Py Ltd
Fivot Nornineess Pty Lid
Fivot Nutrition Py Ltd
Fivot Supplementary Feeds Lirited
Fivot Transport Proprietary Limitad
Saftrans Pty Lid
Stock Feed Distributors Pty Lid
TOP Australia Ltd
All controlled entities are owned 100% and are incorporated in Austratia. All controlled entities other than Incitec Fertilizers
Limited and Incitee Pivot LT1 Plan Company Pty Lid have each entered into a Deed of Cross Guarantee with Incitec Pivot
Limited in respect of relief granted from spacific accounting and financial reporting requirements in reporting requirements in
accordance with ASIC Class Order 98/1418
Incitec Pivot Limited {formerty Pivot Limited}
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Closed Group
2063 2002
000 3000

Deed of Cross Guarantee

Entities which are party to a Deed of Cross Guarantee, entered into in accordance with ASIC Class Order 98/1418 dated 13 August
1698 {as amended), are disclosed in note 38. A consolidated statement of financial position and statement of financial performance
for this closed group is shown below,

Statement of financial position
Current assets

Cash assets 14,446 39,283
Receivables 42 807 AR 956
inventories 74,366 111,858
Other 1,840 906
Total current assets 139,453 201,014
Non-current assets

Receivables 1,924 335
Investments accounted for using the equity method - -
Cther financial assets 467,906 -
Property, plant and equipment 91,287 118,518
Intangible assets - -
Peferred tax assois 15,201 18,637
Other - -
Total non-current assats 576,312 135,480
Total assats 715,765 336,504
Current liabilities

Payables 50,522 48,442
interest bearing liabilities 61,479 60,631
Brovisions 22,525 18,505
Total current liabilities 134,526 125,578
Non-currant liabilities

Payables - -
interast bearing liabilities - 80,000
Peferrad tax Habilities - -
Provisions 2,694 741
Total non-current liabilities 2,694 60,741
Total liahilities 137,228 186,318
Net assats 578,545 150,185
Equity

Contributed aquity 532,445 85,819
Resarves 35,935 35,922
Retained profits 10,165 48,444
Total equity 578,545 150,185
Statement of financial performance

Profit/{loss) from ordinary activities before income tax expense {10,384} 23,928
Income tax {expenselbenefit attributable to profit/{loss) from ordinary activities {3,226) {5,402)
Profiti{loss) from ordinary activities after income tax expense {13,616} 18,526
Retained profits at the beginning of the financial yvear 48,444 29,918
Net Increase in equity due fo initial adoption of AASE 1028 Employee Benefils {191) -
Special Dividend paid {24,478} -
Retained profits at the end of the financial year 10,165 48,444

Events subsequent to balance date

On 22 October 2003 toans were issued to 47 senior employeas as pari of the long terrn incentive program described in note 32 of
the Financial Staternents.

The directors have not become aware of any other significant matter or circumnstiance that has arisen since 30 Septemnber 2003,
that has affected or may affect the operations of the consolidated entity, the results of those operations, or the state of affairs of
the consolidaled entity in subsequent years, which has not been covered in this report.

incitec Pivot Limited (formerly Pivot Limited)



Directors’ Declaration on the Financial Report set out on pages
27 to 58

{, John C Watson, being a director of Incitec Pivot Limited, do hersby state in accordance with a resolution of the directors that in the
opinion of the diractors,

1. {8} the financial staternents and notes, set out on pages 27 to 58, are in accordance with the Corporations Act 2001, including:

i) giving a trus and fair view of the financial position of the Company and the consolidated entity as at 30 September 2003 and
of their performance, as reprasented by the results of their operations and their cash flows, for the year ended on that date; and

{iiy complying with Accounting Standards in Australia and the Corporations Regulations 2001; and
{p} there are reasonable grounds o believa the Company will be able to pay its dabis as and when they becorne due and payabia.

2. There are reasonable grounds to believe that the Company and the subsidiaries identifiad in note 36 wilt be able to mest any
obligations or liabilities to which they are or may become subject by virtue of the Deed of Cross Guarantse betwsen the Company
and those subsidiaries pursuant to ASIC Class Order 88/1418 {as amended).

N

John C Watson
Chairman
Dated at Melbourne this 5 day of November 2003.
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Audit Report
For the year ended 30 September 2003

Independent audit report to the members of Incitec Pivot Limited
Scope
The financial report and directors’ responsibifity

The financial report coraprises the statement of financial position, statement of financial performance, statement of cash flows, accompanying
notes to the financial statements, and the directors’ declaration for both Incitec Pivet Limited {the “*Company”™} and the incifec Pivot Limited
Group (the "Consolidated Entity”}, for the year ended 30 3eptember 2003. The consolidated entity comprises both the company and the entities
it controfled during that year.

The directors of the Company are responsible for the preparation and true and fair presentation of the financial report in accordance with the
Corporations Act 2001, This includes responsibility for the maintenance of adeguate accounting records and infernal controls that are designed
to prevent and detect fraud and error, and for the accounting policies and accounting estimates inherent in the financial report.

Audit approach

We conducted an independent audit in order 1o express an opinion 1o the members of the Company. Our audit was conducted in accordance
with Australian Auditing Standards in order to provide reasonable assurance as io whether the financial report is free of material misstatement.
The nature of an audit is influenced by factors such as the use of professional judgement, selective testing, the inherent limitations of internal
control, and the availability of persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that alt material misstatements
have been detected.

We performed procedures 1o assess whether in all material respects the financial report presents fairly, in accordance with the Corporations Act
2001, Australian Accounting Standards and other mandatory financial reporting requirements in Australia, a view which is consistent with our
understanding of the Company's and the Consofidated Entity’s financial position, and of their performance as represented by the results of their
operations and cash flows.

We formed ouwr audit opinion on the basis of these procedures, which included:

. examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the financial report, and

. assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significant accounting
estimates made by the directors.

While we considered the effectiveness of management's internal controls over inancial reporting when determining the nature and extent of our

procedures, our audit was not designed to provide assurance on internal controls.

Independence
in conducting our audit, we followed applicable independence requirements of Australian professional ethical pronouncements and the
Corporations Act 2001,

Audit opinion
i our opinion, the financial report of Incitec Pivot Limited is in accordance with:

{&) the Corporations Act 2001, including:

i giving a true and fair view of the Company’s and Consolidated Entity's financial position as at 30 September 2003 and of their
performance for the financial year ended on that date; and

i. complying with Accounting Standards in Australia and the Corporations Regulations 2001; and

{b} other mandatory professional reporting requirements in Australia.

KAg

KPMG
e

Neil T Faulkner
Partner
Dated at Melbourne this 5 day of November 2003.

80 incitec Pivot Limited (formerly Pivot Limited)



Shareholders’ Statistics
As at 3 November 2003

Distribution of Ordinary Shareholders and Shareholdings

Size of holding

Number of holders

Number of shares

1 - 1,000 36,183 92.16% 9,642,487 16.54%
1,001 - 5,000 2,956 7.53% 5,187,618 8.85%
8,061 - 10,000 80 0.23% 581,797 1.00%
16,001 - 100,000 23 0.06% 406,606 0.70%
166,001 and over 8 0.02% 42,492,519 72.891%
Total 38,240 100% 58,281,027 100%
included in the above total are 1,344 shareholders holding less than a marketable parcel of shares.
The holdings of the 20 fargest holders of fully paid ordinary shares represent 73.4% of that class of shares.
Twenty largest ordinary fully paid shareholders
Shares % of total

Orica IC Assets Limited 40,796,716 70.00
RBC Global Services Australia Nominees Pty Limited B84 634 1.00
Mational Mominaes Limited 443,240 0.78
Guiflane Holdings Ltd 178,110 0.31
Westpac Custodian Nominees Limited 141,064 0.24
J P Morgan Nominges Australia Limited 132,461 0.23
Guwynville Trading Pty Lid 109,200 0.18
RBC Global Services Australia Nominees Pty Limited 102,357 0.18
Mirrabooka Investments Limited 40,000 0.07
HOM Agriculture Py Lid 34,318 0.06
Gregory Witcombe 32,268 0.06
Australian Foundation Investraent Company Limited 36,000 0.058
Tallageira Pastorat Co Pty Lid 23,721 0.04
Ross Investment {Aust) Piy Lid 20,2683 0.03
Hatfield Pty Ltd 19,357 0.03
National Exchange Corporation Proprietary Lid 17.93% 0.03
Ajay Nominees Pty Ltd 17.285 0.03
ANZ Nominees Limited 16,800 0.03
Mrs Diana kirene Angliss 16,624 0.03
Mr Peter James Harris 18,768 0.03
Total 42,772,158 73.40
Register of substantial shareholders
The names of substantial shareholders in the company, and the number of fully paid ordinary shares in which
each has an interest, as disclosed in substantial shareholder notices to the company on the respective dates,
are as follows:

1 June 2003 Orica IC Assets Limited 40,796,718 T0.00%

On-market buy-back
There is no current on-market buy-back.

Distribution of Redeemable Preference Shareholders and Shareholdings Issued by Incitac

Fertilizers Limited

Size of holding

Number of holders

Number of shares

1 - 1,000 28 96.55% 3,400 30.91%
5,001 - 10,000 1 3.45% 7,600 89.09%
Total 28 100% 11,000 100%
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Five Year Financial Statistics

Incitec Pivot 2003 2002
$000 $000
Sales 656,307 604 214
Earnings before depreciation, arortisation, net borrowing costs and tax 83,503 60,873
Depreciation and amortisation {excluding goodwill} {21,225) {15,267)
Goodwill amortisation {3,128) -
Earnings before net borrowing costs and tax (EBIT) 59,150 45,6086
Net borrowing costs {6,816} {13,663)
Rebales - -
individually significant items before {ax {64,568) {8,015}
Taxation revenue ! (expense) {6,389} {5,402}
Outside equity inferests - -
Qperating profit after tax and individually significant items {18,623) 18,526
Individually significant items after tax attributable o members of Incitec Pivot {53,656) {2,651)
Operating profit after tax before individually significant items (net of tax) 35,033 21177
Dividends 24,478 -
Current assets 350,599 201,014
Property, plant and equipment 286,615 116,518
tnvestments - -
intangibles 185,354 -
Other non-current assets 34,578 18,872
Total assets 867,146 336,504
Current borrowings and payables 177,874 108,073
Current provisions 37,133 16,505
Mon current borrowings and payables 68,268 60,000
Non current provisions 8,489 741
Total liabilities 293,764 186,319
Negt assefs 573,382 150,185
Shareholders’ equity 573,382 166,185
Equity attributable to minority interests - -
Total shargholders’ equity 573.382 150,185
Ordinary Shares thousands £8,281 14,037
investor Shares thousands - 3,448
Number of shares on issue at year end thousands 58,281 17,485
Weighted average number of shares on issue {investor and ordinary) thousands 31,120 17,485
Earnings per share
kefore individually significant items cents 112.6 121.1
including individually significant items cenis {59.8} 106.0
Dividends cents 140 “
Dividend franking % 100 .
Share price range —  High $15.70 MNIA
Low $14.00 MIA
Year end $15.66 MNIA
Stockmarket capitalisation at year end $008 §12,681 MN/A
Net tangible assets per share 3 6.66 8.59
Profit margin {earnings before net borrowing costs and tax/sales} % 8.6 7.5
Net debt 74,364 81,348
Gearing (net debtnet debt plus equity) % 11.5 35.1
Interest cover {earnings bafore net borrowing costs and tawnet borrowing costs} times 8.7 3.3
Net capital expenditure on plant and equipment {Cash Flow) 12,919 3,593
Net capital expenditure on acquisitions/{disposals) {Cash Flow) {4,393} {400)
Return on average shareholders funds
befare individually significant items Ye 9.7 15.1
including individually significant items Ye (5.1} 13.2

682 Incitec Pivot Limited {(formerly Pivot Limited)



2001 2000 1099

$000 $000 $000
837,748 612,603 850,176
40,563 35,208 46,993

(21,458) (22,7163 (21,260

(187} (977} 977}
18,918 11,516 24,758

(24,358) (20,160} (17,388}

. . (5,397}
(19,897} (22,180} .

7.840 7,690 (1,628)
(17,487} {23,134) 343
{16,962} {14,195) -
{6,535) (8,839) 343

. 14,304 1,295
204,522 235,013 284,069
127,825 162,010 207,799
. 3,773 3,714

. 14,959 15,936
25,123 30,438 18,049
357,470 476,191 529,567
124208 213,312 220,125
15,483 12,362 14,451
35,000 160,000 120,970
1,563 1,665 2,005
226,254 327,339 357,551
131,216 148,852 172,018
131,216 148,852 172,016
131,216 148,852 172,018
14,059 14,726 12,894
3,428 2,777 2,663
17,488 17,503 15,557
17 486 16,530 16,297
(37.4) (54.1) 2.1
{100.1) {140.0) 241

- 90 27

- . 100

NIA N/A NIA

NIA NIA NIA

NIA /A NIA

NiA BFA NiA

7.50 7.85 10.63

3.0 1.8 3.8
152,579 260,084 281,533
53.8 §3.6 62.1

0.5 0.6 1.4
{9,362} 12,068 23,466
(75,935} o 0
(4.7} (5.6) 0.2
(12.8 (14.4) 0.2
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Shareholder Information

Annuai General Meeting

2.00prm Friday 18 December 2003,
the Vietory Roomn, Telstra Dome,
Bracklands Victoria 3008

Australiza.

Stock Exchange Listing

fnoitec Fvot's shares are fsted on the
Australizz Stock Bxchangs (ASX) and are
traded under the code IPL

B4

Share Registry

ASX Perpstual Registrars Limited
Leval 4, 333 Collins Straet,

Metbourme Victoriz 3000,
Austragia,

GO Box 17368,
Metourre Victoria 3001
Austraia,

Telephone: 1300 301 255

ffor callers within Australia)
Intsmational: +81 3 8615 8317
Facsimile: +61 3 8615 §744

Emaih: registrars@asxporpetual.com ey
Wshsite: wiww.asxperpatual com.au

Auditor
KFAG
KFG House, 161 Coling Shoat,

Melbourne Victoria 3000,
Australia,

Incitec Pivot Limited

Registerad address and haad office:
70 Southbark Boulevard,
Sauthbark Victoria 3008

Australia,

GO Biox 13220,

Melbourme Victorda 3001,
Australia,

Telephons: +61 3 8635 4400
Facsirmile: +61 3 8895 441G
Wshsita: wwwinciisepival.oom.au



In'citec Pivot
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incitec Pivot Limited
ABN 42 004 D80 264
70 Southbark Bouleveard
Soutkbark Victoria
Australia 3006

Postal acdrass:
incitec Pivet Lirmnitec
G0 Box 13221
Melbourne Victoria
Australia 3001

Telephone:
+ 61 3 BE3S 4400

Facsirmile:
+ 61 3 8655 4415
Website: wwwincitecpivot.conmt.au
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