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ABOUT

INCITEC PIVOT LIMITED

..these advantages of scale and geographical diversity enable the Company
to supply about three million tonnes of fertiliser a year, generating sales
revenue in excess of $1.1 billion annually.

.. service. These services ensure farmers can identify the most -~

Incitac Pivot Limited i= a leading agribusiness nvolved in the
manufacture and supply of fertiiser 1o farmers in Australias
aastarn ard southam statas. Fartiliser plays an essential role in
anabling Australian producers (o achieve the procuctivity they
naed to competa in global markets.

Supplying more than 50 per cant of Australia’s agricufiural plarit
Autrient needs, incitec Pivot’s scale underping its position as a
sustainable low-cost supplier. The Company's five manufacturing
plants, strategically located impaort facilities and distribution
netwark stretehing from far north GQueensland to Tasmaria and
Sauth Australia give it unequalled capacity to mest the

markat’s naads.

This broad exposure o diverse crop, pasture and horticulure
markats spread over & wide geographic base helps to insulate
Incitec Pivot from the impact of iocal seasonal weather conditions
and fuctuating glebal demand for particalar farm products,

Backing up Incitec Fivat’s mancfacturing and logistics advaniages
is a maior soll, plant and water tasting laboratory accradited to

Combined, thess advartages of scale and geographical
diversity anabis the Company 1o supply about three millon
tonnes of fertiliser a year, generating sales revenus in axcess of
$1.1 billiory arnually.

incitec Pivot is a relatively rew company, craated by the mergar of
two of the powerhouses of the Australian feriliser industry in dune
2003, However, its componant enterprisas have roots going back
to the eardy part of iast century when Australian superphosphate
production was pionserad.

Having the pedigres and the scale provides Incitas Pot with the
faundation o take on ds naxt hig chafienge - becoming the best,
as jddged by its stakeholders.

the highest standards and supported by a respected agronarmic - P

cost-effective nutrient solutions 10 optimise their procuctiity.




CHAIRMAN’'S REPORT

O behalf of the Board, { am pleased
o raport that in successfully
completing its frat is reporting year,
incitac Fivot Limited has established a
solid foundation or which o build for
the fuiure.

The Comparny ended the year on

30 September 2004 with a net profit
after tax, exciuding sigrificant itams, of
$80.9 million, an increase of 77 per
cent when compared with the
combined pra-mearger businesses. #
achisved this result i a fiat market for fertiliser which saw sales
increase only one per cant 10 approximately 2.9 milion tonnes,
generating reverus of $1.14 tillion.

Shareholdars will receive a final dividand of $1 per share, giving a
fulll-yaar payout of $1.28 per shars fully franked. This is a sound
reward for all equity holders and is particulasly well-deservad by
those lang-term shareholders who have maintained loyalty to their
COMIPErTy, I Farty cases over several decades.

For sharehoiders who held their shares in Incitec Fivot for the full
veer, the capital growdh (20 per cant) combined with the total
dividand (8.2 per cent yisld) represents total shareholder retums
of 28.2 per cent.

incitac Pivot’s strong balance shaeet shows net cash in raserve of
$20.8 rillior. This is a tibuta to the benefis fowing from the
merger combined with prudent ongaing financial management
and highights the inharent strangth of the business.

Continuing drought

The Company's strong performance in its maiden vear came in
gpite of continuing drought in some areas. Whils rainfall in most
parts of southem and sastern Australia presentad famers with
improvad growing conditions, other areas remained dry and watar
storages generally ramain 1o,

That the Comparyy should perform well in diffcult seasonal
conditions undlerines the benafit of Incitac Pivot's broad axposura
o diverse crop, pasture and horticuitural markets spread over 2
with geographical base.

Buring the 2004 inancial year, Incitec Pivot captured all the
syrergy savings anticipated at the beginning of the merger
process and weant an o identify and achiave further efficiancy
benefts flowing from the integration of the two formear companies.

in the vital area of Safety, Health and Ervironmeant, Incitee Pivot
improvad its pedormance dramatically over the 12 months.
incidants irvolving injury to employsss were graatly reduced and
our plants reported fewer erpironmentad licence breaches.

i April 2004, after careful consideration, the Company took the
decision o withdraw from the sale of straight armmoniurm nitrate
fertlisars in the interasis of public security. This decision was
taken onty after the Compary was satisfied that viable alternative
prociucts were available to meet farmers’ nesds,

Another maior everd during the financial year was the securing of
lorg-term natural gas agresmerts to supply our ammonia and
ures marwfacturing oparations at Gibson Island, Brisbans. The
10-year agreemens wi start in 2007 on the conclusion of the
currert agreements and provids tha plant with sacure and
competitively priced gas sources urtd 2017, As weall as offering
lorger-term secwrity 1o custormars and employess, the new gas
agreemeants extend the workable He of the plant 1o 2017,

Growth opportunities

Hawving astablished a solid foundation for the new compary,
Incitac Pvot is also alart to growth opportunitias for the future. In
Septamber 2004, the Company anncuncad that it is part of a
consortiurn chasan from a giobal field to conduct a feasibilty
study irto the establishmant of a world-scale armmonia/urea
rarsfacturing plant in Brunei.

Whila & dacision on whether or not the project will proceed will
nat bie made urt iate 2008, being part of the consortium chosen
againat giohal compatition 1o prograss negotiations with the
Brunsi authorties shows that Incitec Plvat has the strength,
fertfser industry expertise and vision to pursus this meor growth
opparturity.

It is appropriats at this paird to acknowladge the support Incites
Pivet draws from its major sharsholder, Orica Limited, i a number
of araas. The Compary leverages off Crica’s strength and scals 1o
secure more atiractive outcomes when purchasing goods and
services and benefits fom drawing on cerfain shared services to
reduce overhead costs.

Also of great imporance is the benefit our young company draws
fram being associated with the succesaful business culture Orica
has developed over the years. In addition, the inter-campany Tink
creates valuable career opportunitiss for employess of both
COMpanias.

I the arga of corporate governance, | am pleasad 1o repart that
the Board considars that incitec Fivot has complied with the
raqulirarments set out in the ASK Corporate Govarnance Counc
Recormmendations as detailed in the Directors” Report,

| thark ry fallow directors for thair angeing commitment o
craating a ruly great agribusiness and, on behalf of the Board, |
wolld fike o sxprass our confidence in the Incitec Pivot tearm and
thark averyone for their dedication and sheer hard work during a
grusling formation period.

The 2004 financial year clearly showcased Incitec Pivot's
potertial to continue to producs strong sharsholder retums
whila rainvesting in the businass and explaring all sourd
opportunities for growth. |t was a graat start by any meaasura
and will form the hassling on which the Company’s future
parformancs wil be judged.

ﬁéa £ dlakim.

A

Johr Watson, Ab
Chairman




MANAGING DIRECTOR'S REPGRT

Despite flat demand for fertilisers in a
highly competitive market, Incitec Paot
Lirmited complated its frst 1 financial
yaar on 30 Septamber 2004 with a
very solid financial performance.

Nat profit after tax (NPAT), excluding
significart itams, was $80.8 milion, up
77 per cent on the combined NIPAT for
the former businesses in the 2005
financial year. NRPAT including
significart items was $75 milion.
Earmings before intarast and tax (EBIT),
before significart items, was $121.8 million, up 82 par cent on
combined EBIT of the pre-mergar businesses.

This notable commercial performance excesded budget
axpactations. Most pleasing iz that the improvement in eamings
was largely driven by intarmally generated efficiencias, including
merger synergies, and also a strong contribution from
manufacturing operations.

Successful merger

Irymy report for the Incitec Pivot 2003 financial year, | highlightsed
thrae priority targets for achisving the succasaful imtegration of
our b previous businesses inte one dynamic new entarprise.
This year | am pleased o report that all three targsts have

bean achieved.

»  Dnihusiastic support from our emplayess and business
partriers enabled us to blend two separate ard previously
cormpeting entarprises into a single unified company with s
a1 distinetive culfurs.,

» Despite agaressive competitor activity, with continued backing
from our agent and daaler partners, Incitec Mot retained its
fmadarship position i the markatplace.

*  The rew company capiured the targated 330 ik in annual
syrergy savings identified when the mearger was first proposed
arwd then weant on to secure a further $20.6 milion in improved
afficiancies.

These successes mark ha end of aur mearger phase and give us

the foundation fo start our second 1 year a8 an imegratad

business on a sirong footing.

Performance highlights

Cra highlight of the year was in our Safety, Health and
Ervironmert performance, with significant impravement being
made in nearly every measure of our performance in this area.

For instance, the total number of recardalile injuries fall 1 2004
te 13 from the combined totals for the pravious businessas of
23 in 2003 and 49 in 2002, Whils this improvemeant s a tribute
to the safety commitment of owr employeess and contractors,
we still have more work to do to mast our vision of

‘N Injuries 1o Aryone, Ever’.

On the marufacturing fromt, a major improvemert initiative has
significantly improved the competitiveness of the Geslong

single suparphosphata (SSP) plant, producing $3 million in
annual savings whils increasing plant reliability and parformancs.
The Compeany now has thras S5 plarts able to meet

market darmand.

Ancther highlight of our manufacturing performance during the
year was the achiavernent of record production of granular
armmonium suiphate at our Gibeon Bland plamt and Granulock
compound fertilisers at cur Kooragany Island opsrations.

Low-cost and reliable manufacturing perdformancs is a key
glarnent of the Compary's strategy and this was reirforced in
Septermber 2004 with the signing of new 10-year natural gas
aupply agreermerts for Gibson Island. Natural gas is the major
feadstock to manufacture ammonia and urea fertiisers and these
agresrmerts wi secure the long-tarm future of manufacturing at
the site as weall as strengihening Incitee Pvol’s position as a
iow-cost Australian nittogen fertiliser producer.

improving customer service

With the scale of the merger and the amount of change
seourring, there were testhing problems during the year which
unortunately inconvenienced some of our customers from time
tes tirne.

To corect this situation Incitec Plot has embarked on a maior
company-wide program we have named Customer Frat o
strengthen our custarmer focus as part of the pursuil of
cortinuous business improvernart. Driving this program to a
succassiul conclusion is one of the managament team’s

highest pricrities. By working closaly with our distribution partners,
we have identfied many custormer-berefiting improvernents that
will e implameantad in tha current financial year. Cur clear
intention is to offer the bast service in the market and eaem Incitec
ot the privileges of being the fertiliser supplier of choice,

The future

Looking to the future, the Company is now well placed to
exarming opportunities for growth. One such project is the
proposal, announced in September this year, to build & new
world-scale amynonia/uea manufacturing plant in Brunai,

This is an exciting project that will now ba further imnvestioated by
incitec Pivot and aur consortium pariners, with a final decision
expected towards the end of 2005, 1L is worth noting that as part
of the project, incitec Pivot has the rights to secure the majority
urea off-take from the project and also to operate the
rranufacturing facility.

i surmnary, hawving successfully complated #s first full vear as a
stand-alone company, incites Pivet has now astablishad the
baseline against which our iiture perfarmance will be measured.
{am more corfident than ever that we have a great business that
still has much more o defiver before | realises ds full potential,

Gy behalf of managamert, my thanks go o the Directors for their
suppart, to our business partners at both supply and distribution
ends of the business, to Australian farmers for maintaining their
praference for our products and o al ermployaes for thair bard
work and emthusiasm throughout the yaar

/KM N

Grreg Witcombe
Managing Director and CEG




BCARD OF DIRECTORS

Froem tedt: John Watson, Brian Healey, Grasmea Liebalt, Leo Delahungy

John Watson MAICD, Akt
MNon-BExecdtive Chairman, Chairmean of Rerruneration and
Appointrnents Comymittes

Jobn was appointed Chairman of incites Pivot Limited in 2003,
hawving been a Dirscter and Chairman of the Cornpany frorm 1588
whar it was known as Pivat Lirited, He is Chalrman of Primesafe
ard of the Co-operative Research Centre for Innovative Dairy
Froducts, a Director of Tassal Group Limited, Counciior of the
Roval Agriculiural Society of Victoria and 2 member of the Rabo
Bank Food and Agribusiness Advisory Board for Australia and
Mew Zealand. A past Deputy Presiderd of the National Farmers
Faderation. I 2004, he was awarded a Membership in the Order
of Austrafia for services to the agricultural and food production
sactors,

Brian Healey FAICD, FAIM
Non-Brecutive Director, Deputy Chairman

Birian is Chairman of Cantro Propertias Lid and Prime Property
Management Lid and a Biractor of Fosters Brewing Group Ltd.
He s a former Senior Vics President of Nabisco Inc. and Sara Lees
Carporation, a former Divecter of Orica Limited, a former
Chairriary of Biota Holdings Ltd and Portfolio Partrers Btd and a
forrmar Chief BExsoutive of Nicholas K.

Graeme Liebelt BEcHong)
Non-Exacutive Director

A Director of Orica Limited, Grasme s also Chief BExeculive Officer
of Orica’s Mining Services businass. He was praviously Chairrman
of Incitee Ltd, General Manager of Orica’s Plastics business and
Maraging Director of Dule

Leo Delahunty FAICD
Non-Exacutive Director

Lea has been a Birectar of the Company rom 1895 when i was
knowrs as Pivot Limited. He is 2 grain and livestock farmer at
Murtoa in Victorias Wimmera Region. He is a co-foundar and
shareholder of the agricultural nvestment managemeant company
DIRT Managamerd Pty Ltd. He is also a Girsctor of Wimmera
Facing Ciub Ltd,




David Trebeck BScAgiHors), ME:, MAICD
MNon-Exeoutive Dirsctor

David i a Principal of ACIL Tasman Pty Ltd, an sconomics, policy
and strategy consultancy compary and a farmer Managing
Diractar of ACIL Consulting Pty Ltd. He has grain farming and
grazing irderssts in southern New South Wales. He is a Diractor of
GrainCorp Limitsd andg Maarsk Australia Pty Ltd {and s
associated companies i the ragion). He s a former Diractor of
Fipears Brook Vineyard Limited and was praviously a Dirscior of
Ircites Lid.

Barbara Gibson BSc, FTSE, MAICD
MNon-Exeoutive Dirsctor

Barbara is the General Manager Charmicals Group with Orica
Lirrited and has held sevaral senicr managerment positions during
har 18-year carser with Crica. Bhe s a Dirsctor of Biota Holdings
Lidd and a former Dissctor of incitec Lid.

Fron et David Frebeck, Barbara Gihson, Arthory Ladkin, Allan MoCallum, Greg Wicombe

Anthony Larkin FCRA, FAICD
Nor-Executive Directer, Chairrnan of Audit and Risk
Managerment Committes

Unitd 2002, Tony was Executive Diractor Finance of Orica Limited.
He previously held the position of Group Treasurer BHE Ltd, His
38-yesr carser with BHP includad senior finance positiong in its
ates! and minerale businessas and various senior corporate roles,
From 1853 to 1957 he was seconded o Fosters Brawing Group
as Senior Vice Prasident Finance and Investor Relations. He is a
Cammissioner with the Victorian Essentiad Services Commission,
Director of Comporate Bxrass Australia Limited, Zinifex Lirnited
and Ausmelt Limited. He was Chairman of Ineitec Ltd froms July
2000 o Apri 2003.

Allan McCaltum Dip. Ag Science, MAICD
Nor-Executive Dirsctar, Chairrnan of Govermanes Commities

Adfary has been a Director of the Company from 1888 when it was
krown as Pivot Limited. He is a farmer in northem Victoria, He is
aiso Deputy Chairman of GrainCorp Limited and & Birsctor of
Grain Growers Association Limited, Medical Developments
irterpational Lid and Tassal Group Bimitec

Greg Witcombe BSc
Managing Director and Chisf BExecutive Officer

Greg joined Crica Limited in 1877 and has held several senior
Fanagarmant positions since ther. Frior to his curment wole, ha
was the Maraging Director of Incitec Licl




REVIEW OF PERFOCRMANCE

Incitec Pivot delivered significant value for shareholders in 2004 — the

Company’s first full financial year. Weather conditions were mixed, with
earnings largely driven by internally generated efficiencies and a strong
contribution from manufacturing. The result provides a solid foundation
for the future.

Financial highiights

-

Net Profit After Taxe (NFPAT) including significant items for the
yaar andad 30 September 2004 was $75.1M, an increase of
93,70 over 2003 (2003: $18.6M losg).

NEAT excluding significant ftermns was up $45.8M to $80.9M
(2003 $35.10).

Earnings par share (EPS) 128 cants per shars (cpsg)

(2003 loss 32 cps).

Frofit returmead to shareholders with a fully frarked nad
diviciend declared of 100 eps. Total 2004 dividends of

125 eps (fully franked).

Strong closing financial position with nat cash of $20.8M at
yaar and (2003: net debt $74.4M),

2004 returns above the cost of capital, with econormic profit of
F19.1M, retum on net assets of 18.6% and retum on
shareholders' funds of 13.4%.

Securing the future

Gibson Island gas

10-year gas supply agresments sigrned with Queensiand Gas
Company Limited together with Pangaea Oil eamd Gas Pty Lid,
andd Origin Energy 56 Marketing Pty Lidl

Compatitive gas pricng in the new agresmernts undarpine
Gibson island plart economics to 2017,

Major mairterance shutdowns are now schaduled for 2007
ard 2012, The 2007 shutdown axpenditure will ba
appraximately $45M.

The econaomic lifg of the Gibson island plant and associated
Big N infrastructure has baen axtendad from 2007 to 2017 for
depreciation purposes in ine with the new gas agreements
{six rmonths impact booked iIn 2604 accounts).

Potential investment in Brunei ammonia/urea plant

Fart capacity of 1.20M tonnes per annum of ures - largest n
Asiz and equal 1o current world's largest.

Lowest decile global operating costs based on low-cost gas
ard word-competitive congtruction and operating costs.
Fiant cost of USSE00M, largely project financed.

Incitec Pivot waould have equity in the project, have rights over
the majority of the plart’s off-take and provide aperations and
rairntenance services to the plard.

The feasibilty study is in progress with seheduled complation
ard 2008,




External sales revenue

External sales revenue increased by B68% or $450M aver 2003

to $1,136M [2003: $686M).

» The increase primerly resulted from the inclusion of a i
12 months sales from the Incitec Ferilizers business
12003 nchuded only post-marger salas for the four months
tes Septarnbar).

*  Sales volumes were otherwiss flat a3 a result of patchy rairfal
ard robust price competition — particularly in southern ragions.

Earnings summary

NPAT including significant fterms was 575.1M compared with a
loss of $18.6M in 2003, BExcluding significant #ems, NPAT was up
F45.80 to F80.SM (2003: $35. 1M Major factors for the
irprovernant ware:

* A SB2.8M increase in EBIT to $121.90M. This was dus to
- EBIT from a full 12 merths of the merged ncitac Fertilizers
business [refer sales reveriue abova).
- Business efficiencies — up $44.50 1o $50.6M.
- AUl 12 momths of merger goodhwil amortisation
(Up $8.8M on 2003 1o $9.904).
* Net interest costs reduced by $1.4M on 2003 to §5.4M.
« Tax expense noreased by $18.40 to 335.6M in line with
mproved aamings.

Significant items

Significant ftems were $5.8M after tax (2003: 353.7M} and relate
to merger sestructuring and Fnplementation costs.

Dividend

A fully franked final dividend of 100 cps will be paid to
sharehoiders on 8 Decaember 2004,

The total 2004 dividend is 1258 ¢ps (fuly franked) squating to a
yield of 8.2% hased on the opening share price of $15.66 on
1 Cetober 2003,

For 2004 distributions are consistert with the Company's dividend
policy of distributing available franking credits, targsting a normal
dividend pay-out ratio of batween 65% and 75% of NFAT and
utilising other mecharisms such as special dividends to distributa
aurplus funds when availabie,

in 2003 a special fully franked dividend of 140 cps was paid to
ot Limited sharsholders who wers registered pre-mergern

External sales revenue

Year Ended September

Dividend
Year Ended September

ASmilffon 20064 2003 Change Cents per share 2004 Franking
Fertifsers 1,136 g5s 73y  Final dividend
Ciscontinued businesses - 20 - — nomal I 160%
Satas to Incitec Fertlizers pre-merger - 19 - — spacil 30 100%
Total external sales 1136 686 66% ool 160 100%
Total year dividend
— normal =) 160%
— spacial 39 160%
Earmnings summary — sub-tol 129 100%
Year Ended September  Yiekl at:
ASmilffon 2004 2003 Change — opening share price on 110/03 - 51566 82%
EBIT — average share price for 2004 — $17.33 74%
Underlying fertiliser business 81.2 56.4 44% — closing share price on 30/8/04 — $18.80 8.9%
Efficiencies 50.8 6.1 7305%
Arnortization of merger goodwil 9.9 31 219%
Ciscontinued businesses - i0.3) -
Total EBIT 121.9 58.1 106%
Mext interast (5.4 5.8 21%
Tix expanse (35.6) 7.2 (107%
NPAT excluding significant items 80.9 35.1 130%
Sigrdficant items after tax 5.8) 537 B0%
NPAT including significant items 75.1 {18.6) =100%




REVIEW OF PERFOCRMANCE

{continued)

Financial position
fncitec Pivot finished 2004 in 2 strang financial posttion.

Trade working capital (TWC} management was pleasing, with the
September vear-end balance $25.40 below 2003, Average
TWC/sales was 18%, with a continued focus on contralling the
irvestrmant in warking capital around the wirter Cropping season.

On finalising the 2004 accounts, an $8.40 ($12.0M baefore tax)
adjustrrant was made to merger goodwil,, reflecting an increase
in pre-merger environmerdal provisions for the Parafield Gardans
site in South Australia. Goodwill amortisation was $9.9M

(2003: 53.1M).

noitac Pivot ended 2004 with nat cash of $20.8M comparac with
riet debt of 74,40 in 2003, Average gearing was 9.7%.

Cash flow

Met operating cash fiows ware an infow of $141 5404
(2003: $36.2M). Major factors were:

« ERITDA of $167.2M {2003 $583.40) up $83.8M refiecting the
acldition of the incitec Fertiizers business and associated
business efficiencies.

* Tax paid of $15.40 (2003 refund of $3.10M) raflecting
nereased samings.

+ F16.6M spent on merger implementation costs
(@003 F30.1M).

¢ Cash inflow of $25.4M from reduced trads working capital
(2003 $a8.6M).

Net irvesting cash flows were an outfiow of $28.40
(2003: outfliow $8.5M) resulting from sustenance capital
spending at $30.8M, which was 100% of depraciation.

Firanrcirng cash flows include:

¢ Diidends paid of 316.90 {2003: $24.5M paid to Pivot Limited
sharsholders registersd pre-mangern).

¢ Avmovernant innet debt of $95.2M comprising a decrease
in shart term fnancing of $31.0M and an increase in cash
on hand of $64.2M.

Other tems

Employees
*  Full time equivaiert employees numbers were 801 at the end of
Septermber 2004 (2003: 850).

Safetly, Health & Environment

s Excsllent prograss was mads in safety with a recordable case
rafe’ of 1.09 compared to 2.1 for the 2003 full year. This
aguates to 13 recordable injurises? for the Company in 2604
cormpared to 23 injuries in 2003.

*  An additional provision of $8.40 after tex was hooked against
goodwil recognising an ncrease i the expected costs for the
clean-up of the Parafield Gardens site in South Australia, This
takas the total clean-up provision to $17.0M before tax,

' Hecordaide case rele is defined as the number of recordatils juries’ 10 al
waorkers per 200,000 manhours wirkad,

* Recordable injuries are those injures 1o af workers which resull in absence
from wiorks, sestrictions from normat wionk activities, o are medically reated.

Financial position

Cash flow items

Sept Sept Year Ended Seplember
ASmilliors 2004 2003 ASmiliion 2004 2003 Change
Trawde working capital 1704 1955 Net operating cash flows
Met property, plant & eouipment 2051 205.8 EBRITD:A 167.2 234 H38
Gondwil 183,58 1854 Met irterast paid 5.6} =1y 2.5
Met cther assets 30,6} {3040 et incorme tax paid (15,4} 24 (185
Met assets 810.7 8478 Tracle working capital moverment 254 BB 33.4)
Met dehtfoash) {20.8) 74.4 Meargar costs (16,6} (3013 13.5
Eryuity 8315 5734 Orther {13.5} (10,9} {2.4]
Total capitalisation 810.7 8478 Total 141.5 962 453
Gearing — year end MNA 11.5% Net investing cash flows
Gearing — average {2003 proforma) 9.7% 19.0% Proceeds from asset sales 1.4 7.1 5.7
Average trade working capital/sales  19.0% 22.0% Capital spencdirg {30.8) {15.6} {18.2)
Total {29.4} (8.5) {20.9)
Financing cash flows
Divicends paid {18.9} (245} 7.8
ASX listing fees - 1.3 1.3
Meonement in shion term financing {31.41% B1.5 85
Increaseddecrease) in cash on hand 4.2 (19.6} 238




EXECUTIVE TEAM

Greg Witcombe

B5c

Maraging Directar and
Chief Exacutive Officer

Grag joined Crics Limited in
1877 and has hald several
senior managermeant positions.
Frior to his currerd rols, ha
wias Maraging Director of
Incite Lid.

Richard Hoggard

BEng

Gereral Manager
Manufactring and Sasty,
Haaith and Erwvironment

Richard has extansiva
axparanse in the
manufactering industry i a
variaty of sanior and
managerial roles. Prior to
joiring Incitec Fivot Limited he
was Incites Lid's General
Marager Marutaciuring.

Wayne Elmaer

BEe, MCom

General Manager Hurmnan
FResources

Weyre has extansive serior
managerment sxperience in
human resourcas and
corfrnercial management
a ranges of manuiaciuring and
resource orgarisations, Prior
to his currant position he
was Executivie General
Marager Hurmar: Resourcas
of Fivot Limitad.

John tloyd
BSc, MBA
General Manager Comymercial

Johr has over 20 years
experience and held various
serkor positions in the
aggriculturg industry, Frior to
bis curret rofe, Jobn was
Fivot Limited's Executive
General Manager - Salas
and Markeating.

James Fazzino
BEcHons), CFA
Chiaf Finarciad Officar

Before joiring Incitee Fivet,
James had many years
axpariencs with Oricg Lirnited
i several business financiz
roles, including Project Leader
of Crica's group restructures in
2001 and Chisf Financial
Gficer for the Orica Chermicals
group. imynediately before
inining citse Pivct, he was
Crrica’s investor Relations
Manager,

Daryl Roe
BSc
General Manager Planning

Daryt joned Incitec Pt
Lirnited from Orica Limitad i
January 2004, Prior to this,
Daryt has held a varisty of
cormwnarcial and managemernt
roles since 1984, his most
recent being with Crica Mining
Services as Fegioral Manager
East Australia and Pacific,

Kerry Gleeson
LEB{Hors)

Genaral Counsel and
Cormpary Secretary

Kerry iz admitiad to practioe
as a solictor in Victoria,
England and Walas. Kerry was
appairded to bar current
position in February 2004,
hawing pravicusly practised
with Blake Dawson Waldron,
Frior to ermigrating in 1888,
Kerry was a partnar of an
English faw firm.

John Warnock
BE{Cham}, MBA

Genaral Managsr Logistios
and Supply Chain

Frior to his curert position,
Johins has worked in a varisty
of rofes with Incitec Lid
starting in 1973, the most
recart haing Incitecs Logistics
and Supply Chain Manager.




SAFETY, HEALTH AND ENVIRONMENT

Incites Pivot’s strong focus on Safety, Heslth and Ersdronment
{SHEE) i the year to 30 Septermber 2004 lad to sigrificantly
improvad parformancs in a numbear of kay arsas. Notably, the
total number of rscordable injuries fall rom 23 N 200310 1310n
the past vear.

The guarterly figures for 2004 show an encouraging frand, with
the number of recordable iniuries progressively declining during
the year, This dedline coincided with a company-wide safety
awaranass campaign highlighted with the [aunch of the Think
Safe, Act Safe, Be Safe prograr in April.

All empiayees have signed individual SHEE Charters pledging o
pramate safety in the workplace and awsy from wark as the
Company pursues s vision of "No injuries o Anyons, Bvar'

Most areas of ervironmeantsl performances aiso improved
rmarkedly i 2004, Orily twe distribution inciderts occurred in
2004 compared with sight in the pravious fnancial yvear, and non-
complying envirorimental licence tasis at manufacturing plants
were raducead by 54 par cant.

Significant improvermnents alse occurred during the vedr, with
overall enviroryngntal performance at the manufacturing plants
improving 70 per cerd in the second half, The major
eradronmental improvernent works wers at Incitec Pot's single
superphosphate plart at Portland in Victona where $500,000 was
irvested 1o direct dryer armission through the hygiens scrubbar,
Since year end, it has been decided to procesd with 2 $1.9
rrilliory project to capture and clean fugitive fluoride emissions at
the plart.

SHE&E Performance summary

2004 2003 2602
Recordabls njuries 13 23 45
Lost workday case rate 0.50 .26 1.07
Recordable case rate 1.08 1.6% 3.07
Environimental
Distribution incidents:
Catagory 2 2 g 7
Losses of containment:
Catagory 2 1 1 0
Erndronmentat foence
non-complying iasts 8z 152 285
Hygiens monitoring
Tests uncler ocoupational
axposara limit 97.0% 88.1% -

Figures prias fo 1 June 2008 am incltac Pivot equivatent figues compiled from
the: former incitec Farliizers and Pivot buginesses, Soma adiustmeant has bean
made fo the fgures published in the 2003 annual Asport i Mo acourately
reflect maasures wead by the Occupational Safely and Headlh Adrinistration

befinitions

Recordable injuries

Recordable injuries arg those inudes which result in absence
from work, restrictions from normial work activities, or ars
medically fraated.

Recordable case rate is defined as the number of ‘recordable
injuries” to all workers per 200,000 manhours worked.

Distribution incidents

Thasa ars hicidents not on a company site, arising from the
fransport o storage of raw materials, products, intermediates or
wastas awned by the Company or prior to daelivery to the
custarner. A Category 2 incident is ong in which thers was
significart bss of containrment, njury and/or damage to
aguipmerd, property or the environment and/or rmajor traffic
dlisruption.

Losses of containment

An unplanned ralease or spill on a company site of a material
frorn a vesssl, tark, pipe pump, cordainer or package in which it
was dasignad to be containad. A Category 2 ioss of comtainment
is an incident which causes injury or damags, impacts the
arvirorgnent or causss concem in the surrounding comrmunity,

Erwironmental licence non-complying tests
Such non compliance is an axcursion outsides statutory discharges
or amission limits, as measured in a scheduled test,




Product stewardship

Froduet stewardship is the reaponsible and athical design and
management of products throughout their entire lifecyele in order
toy protact public heaith and the eriviroryaed.

Ferdilisers are an essential nutriant source in productive and
profitable farming systems. They have many positive efiects,
but may impact on the enviconment. Therefors it is important
that fertlisers ara used at appropriate rates and in a
rasponsible marner,

Addressing prochuct stewardship, Incitec Pivot's SHEE Folicy
statas that the Compary wil:

» s only those products that can be produced, framsported,
stored, used and disposad of safaly;

*  provids appropriate information and/or raining o our
custorners and consumears on the safe fransportation, use and
disposal of our products; and

»  szak to develop new or improved products and processas 10
erhance thae contribution we make to the quality of people’s
Bves and to minimise the impact on the envirorimant,

Sail and plard tiasue tests ars importard tools in managing the
solfs ruirient status and formulating fediliser pragrams. Incitec
Fivot has consolidated its analytical servicas into a single
labaratory at Werribes near Melbourne, where work is continuing
to updlate sail and plant tissus interpretative data and devalop
Autriarnt decision support tools. These advances will allow farmers
to make better decisions an nutrent mansgament and
appication rates in ordar 1o minimise any potential adverse
anwvirorymertal impact.

Incitac Pivot also addresses product stewardship & an industry
leved, through orgarisations such as the Mastios and Chamicals
Incdusiries Association (PAGIA) and the Fertiizer Industry
Fadaration of Australia (FIFA).

During 2004, PACIA product stewardshio self-audits were
conductad withiry Incitec Pivot. The Comparty also participates in
FIFA EcoEfficiency intiatives with Ervironment Australia.

An 150 14000 accredited Erwirormental Managamert System
has been developed for the managermant of the Compary’s
orimary and regional disiribution facilitias.

A comprahansiva raining prograrm is in place covering the
distribution of antydrous armmonia, which is used for direct
injaction into the soi as a nitrogen fertifiser,

During the year incites Pivot withdrew ammmoniurm ritrate ferdiliser
from the rmarkest on public sacurity grounds. Becauss effective
substitute fertlisers are available, the cortinued sale of straight
ammorium ritrate fartiliser was regarded as creating an
unnecessary risk 1o suppliers, farmears and the commurity.

Sustainability

incitec Pivot is committed o running all of is businesses in a
austainable marner. This philosophy has been embodied inio the
SHEE Palicy as follows:

We will manage aff our actvities with concern for people and the
ervdronment and will conduct our business without cormpromising
the quality of life for future generations.”

To halp hetter understand the requirameanis of a susiainahble
organisation, Incitec Fivot is involved in an Orica group project to
promote sustainabiiity isauss. This work was faciitated by The
Natural Stap, an organisation founded in Swedan in 1888 which
provides a ramawork that is increasingly beaing ussad by
companias around the globs to help them address sustainalility.

Flensdirg from this project will ba a set of short and longer-term
FrisasUres of improvement targets. These targets will contirue
incitec Fivot's focus on resource congsrvation through the efficient
use of water and snergy, reducing greenhouses gas amissions and
rrinimisiog waste gensration.

Legacy sites

A key reculiramerd in the drive towards a sustainable fulure s to
ersure that business activities do ot degrade land and the
ervironmant. incitee Pivot has remediated and sold a rumber of
redundant sites and is continuing to plan the restoration of other
sites 0 a standard acceptable to the regulatory authorities and
the commurity.

Responsible care

Grica has baen an active participant i PACIAs Basponsible Cars
Program since 1888, The Basponsible Cares Program s an
initiative of the intermational chamicals indusiry aimed at mproving
its safety, healh and ervironment performances and
cormmunicating openly with af ssctions of the community. The
Program was started by the Canaclian Chemical Producers’
Asgsociation in the mid 1980s. Thars are now chamical indusiry
associations in 45 countries participating in the Program.

FACHA Is mandated by the Intermational Counclt of Chamical
Associations 1o overses the Program in Ausiralia. Participating
CoOmpanas are required to sign on o a set of Guiding Principles
and to implermant a series of Codes of Practice,

A detaied SHAE report can be foured on wasasincifacpivot. com.au,
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Directors’ Report

The directors of Incitec Pivot Limited present the finandial report of the Company and its controlled entities {collectively “the
consclidated entity”) for the year ended 30 September 2004 and the auditor’s repont thereon.

Directors

The directors of the Company during the financial year and up o the date of this report are:
J C Watson AM, Chairman A C Larkin

B Healey, Deputy Chairman G R Liebeit

G J Witcombe, Managing Director and CEO A D MeCallum

L & Delahunty D B Trebeck

B J Gibson

Particutars of directors’ qualifications, experience and special responsibilities are detalled on page 4 1o 5 of the annual report.

The office of Company Secretary is held by Mrs Kerry Gleeson. Particulars of her qualifications and experience are detailed on page 8
of the annual report.

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

Fully paid
Director ordinary shares
J C Watson 2,780
G J Witcombe WBY 778
L M Delahunty 6,478
A D McCallum 6,818
D B Trebeck 4,000

{t) This interast includes shares acquired pursuant 1o long term incentive plans; a general description of which is providad in note 32, Employse share
plans.

Further details of directors’ interests in share capital is set out in note 35, Director and executive disclosures.

Directors’ meetings

The number of directors’ meetings {including meetings of committees of directors) and number of meetings attended by each of the
directors of the Company during the financial year are listed below

Director Board Audit and risk Remuneration and Governance
management appointments
Held ' Attended Held ™ Aitended Held'™ Attended Held  Attended

J € Watson 10 10 1 1 3 3
G J Witcombe 18 10
L M Delahunty 10 10 1 1 3 3
B J Gibson 18 8 1 1
8 Healay 10 10 1 1
A€ Larkin 10 10 4 4 1 1
G R Ligbelt 10 10 1 1
A D McCalium 10 10 4 4 1 1 3 3
D B Traebeck 10 10 4 4 1 1

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

Principal activities

The principal activities of the consolidated entity during the course of the financlal year were the manufacture and distribution of
fertilisers.

No significant changes have cccurred in the nature of these actlivities during the financial year.

Review and resuits of operations

A review of the operations of the consolidated entity during the financial year and of the resulis of those operations is contained on
pages 6 to 8 of the annual report.
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Dividends

Dividends paid or declared in respect of the year ended 30 September 2004 were: $000
Ordinary dividend paid by the Company on 8 July 2004 at the rate of 20 cents per share on 58,281,027 ordinary 11,656
shares, fully franked at the 20% corporate tax rate
Special dividend paid by the Company on 8 July 2004 at the rate of 8 cents per share on 58,281,027 ordinary 5246

shares, fully franked at the 30% corporate tax rate
Dividend paid in reapect of redeemable preference shares by Incitec Fertilizers Limited on @

27 November 2003 737
27 February 2004 737
27 May 2004 737
27 August 2004 737

{1) The dividend in respect of the redeemable preference shares is payable quarterly at 5.36% per share unfranked. } is accrued in the financial
statements on a monthly basis. These dividends have been charged to the Statements of Financial Performance as borrowing costs because these
shares are classified as Habiliies.

Changes in the state of affairs
There have been no significant changes o the consolidated entity’s state of affairs.

Events subsequent to balance date

Sinece the end of the financlal year the directors have declared a final dividend of 70 cents per share and a special dividend of 30 cents
per share. Both dividends are 100% franked at the 30% corporate tax rate and are payable on 8 December 2004,

The directors have not become aware of any other significant matter or circumstance that has arisen since 30 Septemnber 2004, that
has affected or may affect the operations of the consolidated entity, the result of those operations, or the siate of affairs of the
consclidated entity in subsequent years, which has not been covered in this report.

Likely developments

Likely developments in the operations of the consolidated entity and the expected resulls of those operations are covered generally in
the review of operations of the consclidated entity on pages 6 to 8 of the annual report.

Further information as o likely developments in the operations of the consolidated entity and the expected results of those operations in
subsequent financial years has not been included in this report because, in the opinion of the directors, disciosure would be likely to
result in unreasonable prejudice o the consolidated entity.

Executive director and executive remuneration

The Company's remuneration policy is directed at underpinning a high performance organisation. The focus of s remuneration
strategy s on performance and accountability. Execulive remuneration packages are designed to support the delivery of outstanding
retumns for shareholders by aligning performance related reward with value delivered to sharegholders.

It is the broad policy of the Company that the remuneration structure will

fa} support the Company’s philosophy and values;

b} reinforce both the short and long term objectives of the Company,

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

fd} be sufficiently competitive in the markets in which the Company operates to affract, motivate and retain high calibre executives.

Details of remuneration of specified executives (including the specified executive director) are set out in note 35, Director and executive
disclosures.

Base salary

For sach executive, base salary is determined by reference to independently provided external remuneration data for comparable
pasitions in comparable organisalions and having regard to the qualifications, experience and performance of the individual, and the
scope and responsibilities of the position. Base salary is reviewed on an annual basis and may be adjusted to reflect changes in
comparable extemnal remuneration arrangements, and individual performance.
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Incentive plans

Shert term and long term incentive plans offered by the Company are designed 0 reward executives in circumstances where minimum
acceptable standards of performance at a personal and Company level are exceeded in respect of financial and other culcomes which
contribute 1o sustainable growth in shareholder value. Incentive compensation is at risk for each executive and is not awarded, oris
reduced, if the required targets are not met.

Short term incentive plan

The short term incentive plan provides the opporiunity for incentive compensation in the form of a cash reward based on the
achieverment of performance targets which are specified at the commencement of each financial year and measured at the completion
of the financial year. Performance argets represent a streteh beyond minimum requirements and include measures related to
eamings, economic profit, return on funds employed, cash flow, safety performance and environmental compliance levels. The Board
considers superior cutcomes in these areas to be fundamenta! to the well being of its employees, the community and the financial
performance which creates growth in shargholder value.

Faor specified executives, target incentive levels are 15% or 20% of base salary which reflect prevailing relevant external remuneration
benchmarks. These incentive levels can increase to 30% or 40% of base salary respectively where performance exceeds farget
rmeasures.

Long term incentive plans
Under the long term incentive plans the Company may grant awards to executives as follows:

Retention Plan

At the time of the merger of Incitec Fertilizers Limited and Pivot Limited, the Board recognised that a crucial slement to the success
of the new enterprise was the retention of key executives 10 ensure the capture of synergies and the uninterrupted delivery of
service 1o our customers. To that end a one-off award was granted to participating executives {including specified executives and
the specified executive director) in respect of the period from 1 June 2003 o 30 September 2005, satisfied by the provision of an
interest free, limited recourse, unsecured loan by the Company, applied o the purchase in aggregate, of 107,825 shares in the
Company. The shares may be forfeited by a participating executive if that executive ceases to be employed by Incitec Pivat prioe
o 30 Seplernber 2005 The loan is repayable on the earlier of the executive ceasing to be employed by Incitec Pivol, the executive
selling hisfher shares or three years after the Iban is made. Upon satisfaction of the retention criteria, the amount of repayment
due in settlement of the loan will be 48.5% of the outstanding balance. Any dividends will be applied on an after tax basis fo
reduce the loan balance. The executive cannot deal in these shares until 30 September 2005,

For participating specified executives, the loan represents 25% per annum of base salary as at 1 June 2003 (being the date of the
merger) applied for the 2.33 years represented by the period 1 June 2003 to 30 September 2005. For the Managing Director and
CEQO {the "specified executive director”} the loan is based on 35% per annum of base salary as at 1 June 2003 applied for the 2.33
years represented by the period 1 June 2003 to 30 Seplember 2005,

Performance Plan

Participating executives {including specified executives and the specified execulive director) may be eligible to receive an award
under the Long Term Performance Incentfive Plan, dependent on the achievermnent of certain performance measures over a rolling
three year period. Adoption of this longer term incentive creates the opporiunity, and provides the discipline, for participating
executives to contribute to short term performance but with full reqard to the delivery of sustainable growth in shareholder value.

For the period from 1 Cetober 2003 to 30 September 2006, participating executives were sach advanced a limited recourse,
ungecured loan by the Company, to be applied towards the purchase of shares in the Company. In aggregate 92,856 shares have
been allocated to participating exgcutives. The shares may be forfeited by a participating executive if that executive ceases o be
employed by Incitec Pivot prior to 30 September 2008, The loan or part thereof will be waived on or after 1 October 2006, subject
o the Company achieving certain financial performance hurdles. Upon the waiving of any loan amount, the executive will have full,
unrestricted ownership of shares to the value of the loan waiver. Prior to any loan waiver being awarded, executives cannot deal in
these shares. The loan is immediately repayable by an execulive ceasing to be employed by Incitec Pivot via the sale of shares
purchased under the plan terms. The loan is considered to be repaid in full upon the transfer to the Company of the total share
sale proceeds. Loans, or portions of those loans, can also be repaid via direct payment from participating executives. Interest is
charged on this loan at the FBY benchmark rate {currently 8.55%). Net cash dividends after personal income fax obligations will be
applied to reduce the loan balance. The employee cannot deal in these shares until 1 October 2006, Shares may be sold after the
ioan on those shares has been fully repaid.

For specified executive's, the loan represents 25% of base salary as at 1 January 2004, For the specified executive direcior, the
ioan represents 70% of base salary as at 1 January 2004.

Awards may be offered under the terms and conditions of the performance plan each year, subject to a cap of three times the
executive's maximum annual remuneration under the terms and conditions of the plan. The ultimate benefit received by executives
is dependent upon performance over the rolling three year peried.
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There is currently no Australian Accounting requirement to record an expense for the fair value of the shares {(which have been treated
as options} issued in 2004. However AASB1046: "Director and Executive Disclosures by Disclosing Eniities” require incitec FPivot to
derive a value for these items and include the value in the director and executive remuneration disclosures. An oplion pricing model
was adopted to derive a value. Loan forgiveness is incorporated into the option valuations.

Remuneration of Managing Director and CEO — Outline of employment contract

The Company has enfered into an employment agreement with the Managing Director and CEO, Greg Witcombe. The agreement
pravides for an annual base salary of §644 000 and other benefits on terms commensurate with his position, the industry and the size
of the Company including termination entitlements of 1.68 times his base salary, other than for gross misconduct. The agreement,
including base salary is reviewed annually, having regard to comparable externat remuneration arrangements and individual
performance and may be adjusted accordingly. The agreement may be lerminated by three months notice given by either party and
includes provisions relating to confidential information and post tenmination restraints.

The agreement also includes an entitlement for the Managing Director and CEG to participate in the annual Short Term Incentive Plan.
This is based on 30% of base salary and is subject to achievement of certain performance targets, and for over performance of such
targels, can increase o 60% of base salary. In addition the Managing Director and CEO is eligible to participate in the Long Term
Performance Incentive Plan. His participation in the Retention Plan is based on 35% per annum of base salary applied to the 2.33
years {representing the period 1 June 2003 to 30 Septermnber 2005} and in respect of the Performance Plan, for performance from 1
October 2003 to 30 September 2006 is based on 70% per annum of base salary, subject to achievement of certain performance
targets, and for over performance of such targets can increase to 140% per annum of base salary.

Post retirement benefits

The consolidated entity confributes 10 a number of superannuation funds that exist to provide benefits for its employees. There is a
combination of defined benefit and accumulation type plans. All specified executives and the specified executive direcior are members
of accumulation plans.

Other benefits

Other benefits which can be paid under specified circumstances include refocation allowances, rental assistance and gap payments in
relation to health expenses. Additionally, all executives are eligible to participate in an annual health assessment program designed o
ensure execulives have thelr health status reviewed on a regular basis.

Non-executive directors’ remuneration

Non-executive directors’ fees, including committee fees, are determined by the Board within the aggregate amount of $1,0600,000 which
was approved by shareholders at the December 2003 Annual General Meeting. In determining the level of fees, the Board reviews
external professional advice and survey data on fees paid by comparable companies and considers this against the level of
remuneration required to alttract and retain directors of the appropriate calibre. Non-executive directors are not entitied to any form of
incentive payments.

The Board decided to phase out retirement allowances and any direclors joining the Board subsequent to 30 May 2003 are not entitled
to receive a retirement allowance. Retiring non-execulive directors appointed before 1 June 2003 will retain their contractual
allowances. This policy entitled these directors to a retirement benefit after 10 years of service equal to the totat of the benefits received
from the Company in the 3 years immediately preceding the date of retirement. The retirement benefit will be paid pro-rata for less than
10 years of service.

Environmental reguiations

Manufacturing licences and consents are in place at each Incitec Pivot site, determined in consultation with local environmental
regulatory authorities. The measurement of compliance with conditions of licences and consents involves numerous tests being
conducted regutary. The sites record their compliance and report that there is continued high compliance. Any breaches are reported
to the authorilies as required. More specific details of Incitec Pivot's safety, health and environmental performance, including
management processes, are available in the Safety, Mealth and Environment saction on pages 10 to 11 of the annual report.

indemnification and insurance of officers

The Company's constifution provides the Company must indemnify any person who is, or has been, an officer of the Company or iis

wholly owned subsidiaries, including the directors, the secretary and other exgecutive officers, against any lisbility incurred by such an
officer including for any liability incurred as a result of appointment or nomination by the Company or subsidiary as a trustee or as an
officar of ancther corporation, unless the liability arises out of conduct involving a lack of good faith.

The Constitution further provides that subject to the Corporations Act 2001{Cth), the Company may enter info agreements with officers
or former officers to give effect to this right of indemnity. The Company has entered into Deeds of Access, Indemnity and Insurance
with each of its officers and pursuant to those Deads the Company has paid a premium in respect of a contract insuring officers of the
Company and of controlied entities against a liabiity for costs and expanses incurred by them in defending civil or eriminal proceedings
involving them as such officers, with some exceptions. The contraet of insurance prohibits disclosure of the nature of the liability insured
against and the amount of the premium paid.
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Auditor Independence
KPMG have provided written assurance of their independence, and no officer of the Company was a former pariner or director of

KPMG.

Rounding
The amounts shown in this report and in the financial staterments have been rounded off, except where otherwise stated, 1o the nearest
thousand dollars, the Company being in a class specified in the ASIC Class Order 88/100 dated 10 July 1988,

incitec Pivot Limited
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Directors’ Report
Corporate Governance Statement

Sinece Incitec Pivol's listing in July 2003 on the Australian Stock Exchange {ASX), the Board has implemented and operated in
accordance with a set of corporate govemanes policies adopted to reflect the ASX Corporate Governance Council Principles of Good
Corporate Governance and Best Practice Recommendations {ASX Recommendations) which were introduced on 31 March 2003. The
Board considers that incitec Pivot complies with the requirements set out in the ASX Recommendations.

For ease of reference, the table below notes those ASX Recommendations that deal with information to be disclosed in the Corporate
Governance Statement and indicates where that information can be found in this report

Bisclosure required by the ASX recommendations

Reference

Functions reserved to the Board and those delegated to
management

Rote of Board on page 18

Skills, experience and expertise relevant to the position of
Director

Information on Directors on pages 4 to 5 and pages 1910 20

Details of directors considered by Incitec Pivot as independent
and the criteriafthresholds applied

Independent non-executive directors on pages 1810 20

Procedure for independent professional advice

Access to information and independent advice on page 19

Diractors’ terms of office

Information on directors on pages 4 io 5

Names of the Remuneration and Appoiniments Committes
members and attendance at meetings

Remuneration and Appointments Commitiee and Board
meetlings of directors on page 13

Composition of Board, Chairman, role of Chairman and
Managing Director and CEO

Rote and composition of Board on page 18

Code of conduct for direclors, executives and employees

incitec Pivot codes of conduct on page 24

Share trading potlicy

Share ownership and dealing on pages 24

Risk oversight

Audit and Risk Management Committee on page 22

Audlit and Risk Management Committee members and
gualifications

Audit and Risk Management Committes on page 22

Audit and Risk Management Committee meetings and
attendance

Meetings of directors on page 13

Risk management and intemal controls

indernal control and risk management on page 23

Financial statements sign off and structure of Audit and Risk
Management Commitiee

Audit and Risk Management Committes on page 22

Procadures for ASX disclosures

Proceduras for ASX disclosure requirements on page 18

Shareholder communications strategy

Frocedures for ASX disclosure requirements on page 18
and incltec Pivot website (www.incitecpivol.com.au)

Attendance of auditor

External audit on page 23

Parformance review

Board evaluation on page 20

Company's remuneration policies and disclosure

Director's remuneration on pages 14 1016 and also in note 35,
Director and executive disclosures

Retirement banefits for non-executive directors

Director's remuneration on pages 14 1016 and also in note 35,
Director and executive disclosures

Codes of conduct to guide compliance with legal and cther
obligations

Codes of conduct on page 24

This Corporate Governance Statement outlines the key aspects of the Company's governance framewark which was established, and
will be continually reviewed, by the Board. Summaries of the charters, policies and codes referred to in this statement are available on

the incitec Pivol website, www.incitecpivet.com.au.

Procedures for ASX disclosure requirements

The Company is subject to continuous disclosure obligations under the Listing Rules of the ASX, which are supplemented by Australian
corporations legislation. Subject to some limited exceptions, under the continuous disclosure requirements the Company must
immediately nolify the market, through the ASX, of any information which a reasonable person would expect {6 have a material effect
on, or lead to a substantial movement in, the price or value of its shares.

To achieve these objectives and satisfy the regulatory requirements, the Board has established a continuous disclosure policy and, in
accordance with this policy, will provide information 1o shareholders and the market in several ways, including:

=  communicating with all shareholders in annual reports and financial statements, releases of resulls to the ASX each half year and

at the Company's Annual General Meeting;

+ releaging price sensitive announcements and ofher relevant significant announcements directly to the market via the ASX,

+  conducting briefings with analysts and institutions from time to time - in doing so, Incitec Pivot recognises the importance of
making swre that any price sensitive information provided during these briefings is made available to all shareholders and the
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market at the same time and in accordance with the requirements of the ASX and the Australian Securities and Investments
Commigsion; and

+  providing information on the Company's wabsite, which contains information about the Company and its activities, including
statutory reports and investor information.

The Company Secretary is responsible for providing announcements to the ASX.

Board of directors

The Board is responsible for directing the business of the Company towards increasing shareholder wealth and promoting the interests
of incitec Pivols other stakeholders such as employees, customers and the community. The Board has adopted a delegated and
reserved powers policy which details those powers which are delegated {o the Managing Director and CEQ for exercise by businesses
or corporately. The policy also reserves & number of key matters for consideration and decision by the Board, these include:

+«  Direction and ohjectives - charting and monitoring the direction, policies and financial objectives of the Company;

+«  Comiplfance - ensuring and montoring compliance with legal requirements and standards of performance;

+  Ethical - implementing procedures and principles to ensure the Company carries on its businesses ethically, with openness,
honesty and integrity; and

«  Managing Director and CEO and other officers - appointing, terminaling and reviewing the performance of the Managing Director
and implementing appropriate succession planning for the Board and management.

Access to information and independent advice

Directors are entitled to full access o the information required to discharge their responsibilities. Subject to obtaining the prior approval
of the Chairman, the directors have the right to seek independent professional advice at incitec Pivot's expense 1o assist in carrying out
their Board duties.

The Board is assisted by the Company Secretary, who advises on the management of meetings, the implementation of govermnance
procedures and compliance with regulatory requiremenis.

Composition of the Board

The Board comprises nine directors, including eight non-executive directors and one executive director (the Managing Director and
CEQ).

The Board collectively brings significant commercial, business, operational and financial experience in a range of industries. The
directors all bring sldlls and expertise which, in aggregate, combine to form a Board which is equipped to discharge its responsibilities.
The directors’ biographies along with their term of office and information about their skills, expertise and experience are on pages 4 16 5
of the annual report.

The Listing Rules of the ASX require that no member of the Board (other than the Managing Direclor and CEO} may serve for more
than three years without being re-glected by shareholders at an Annual General Mesting of the Company.

The Company's constitution provides that, at each Annual General Meeting one-third of the directors (nof including the Managing
Director and CEO) must refire and are eligible 1o be re-elected by the shareholders. The constitution sets out specific retivement
provisions regarding John Watson, Allan MceCallum and Leo Delahunty. Each of these directors will hold office until the third Annual
General Meeting after the constitution was adopted (the constitution was adopted in Aprit 2003) and are eligible for re-election. If re-
elected Allan McCallum is to relire at the fourth Annual General Meeting, and if re-elected Leo Delahunty is to retire at the fifth Annual
General Meeting, after the date the Conslitution was adopted. As John Watson was last elecied as a director by the shareholders in
February 2001 and Altan McCallum and Leo Belahunty in February 2002, they will each hold office for a term in excess of three years.
However, this was agreed fo as part of the merger negotiations 1o ensure continuity of these directors for defined terms in the first three
years of incitec Pivol's operations following the merger. Given the requirements of the Listing Rules, as referred 1o above, the
Company sought and obtained, from ASX, a waiver from its requirement in the Listing Rules with regard to terms in excess of three
yaars in relation to each of John Watson, Allan McCallum and Leo Delahunty. The Managing Director and CEG serves as a director
until he ceases to be the Managing Director and CEO.

The Board, excluding the director in question, will regularly assess the independence of directors, in light of any interest disclosed by
therm. The Board considers all of the circumstances relevant to a director, in determining whether the director is independent and free
from any interest, relationship or matter which could, or reasonably be expected 1o interfere with the director's ability to act in the best
interasts of the Company. The Board's consideration has been undertaken in recognition of ifs status as a subsidiary of Orica Limited.
Amaong the circumstances considered by the Board in assessing the independence of its directors are a range of factors, including
those set out in the ASX Recommendations.

In assessing the independence of a director, in addition 1o the refationship of the director {if any) with Crica Limited {as {o which see
further below), consideration is given o the underlying purpose behind any relationship a director may have with 3 third party that is
dentified as relevant to the assessment of independence and the overall purpose of independence. In determining whether a
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sufficiently material relationship (as defined in Box 2.1 of the ASX Recommendations) exists between incitec Pivot and a third party for
the purposas of determining the independence of a director, the Board has regard o all the circumstances of the relationship, including
among other things:

+  the value (in terms of aggregate and proportionate expenses of revenues) that the relationship represents to both Incitec Pivet and
the third party;

+  the strategic imporiance of the refationship {o Ingitec Pivot's business; and

+  the extent to which the servicaes provided by of to Incliec Pivot are integral to the operation of Incitec Pivot's business, including the
extent to which the services provided are unique and not readily replaceable.

The Board considers that each of John Watson, Brian Healey, Allan McCaltum, Leo Delahunty and David Trebeck are independent
when assessed on the criteria above, taking into account afl the relevant interests, matters and relationships of the particular director,

Notwithstanding that Mr Larkin was employed by Orica until January 2002 as Executive Director of Finance, the Board considered the
shortness of his term of employment with Orica, his role as Chairman of incifec, and the role of the Governance Committee in dealing
with retated party ransactions. After assessment of these matters, and the criteria referred to above, the Board considers that Mr
Larkin is independent.

In summary, among the nine directors, the Board considers six directors are independent.

In addition, Orica Limited has agreed that, at any time when Orica is the ultimate fisted holding Company of Incitec Pivot and incitec
Pivet is listed on the official list of ASX, Orica will exercise its power as holding Company to support that Incitec Pivet will be governed
in accordance with the following principles, that

+  atleast three members of the Board will have at least 10 years practical experience in managing a commaercial farming business;

+ the Board will adopt policies and proceduraes according to the principles of good govemnance consistent with those adopted by a
substantial number of ASX 200 companies;

+  itis desirable that the Board at all times includes a diversity of experience, expertise and community connections so that no
individual or small group of individuals can dominate it; and

+ robust documented protocols are maintained between Orica companies and Incitec Pivot companies to govern the transactions
bebtveen the two corporate economic entities and fo enswre the independence of Incitec Pivol companies,

In addition the Board has a special Governance Committee which is responsible for reviewing related parly transactions and making
appropriate recommendations o the Board.

The roles of Chairman and Managing Director and CEC are separate.
Performance evaluation

Board

Under its charter, the Board is to undertake an annual performance evaluation, comparing its performance against ifs charter, selting
objectives and effecting any improvements o the charler. in March 2004, the Board engaged Our People Plus Pty Lid to undertake an
operational Beard review, addressing Board structure, processas, people and dynamics. The Board is in the process of undertaking its
2003/2004 parformance avaluation which comprises the Board setting its 2004/2005 objectives, taking account of the
recommendations made by Our People Plus Pty Lid and reviewing its charter,

Board commitiees

In fine with the Board's own charter, each Board commiliee is {o review Hs performance at least annually, review its charter annually,
recommend any changes to the Board and io report reguiarly o the Board as to its activities.

Directors

With the exception of John Walson and Allan MeCallum, who were each appointed on 30 January 1898, and Leo Delahunty who was
appointed on 8 November 1898, all other current direclors were appointed on 1 June 2003,

Incitec Pivot recognises the importance of regular performance evalugtion of the directors. Assessment of individual directors
performance and the Board as a whole is a process determined by the Chairman and the Remuneration and Appointments Commitiee.
A Board operational review took place between March and September 2004 and individual directors performance will be reviewed
throughout the 2004/2005 financial year and will include one-on-one interviews with directors and the Chalrman, as well as discussions
on succession planning. Those directors retiring and standing for re-slection at the 2004 Annual General Meeting will be subjectto a
specific performance review prior to their nomination for re-election.
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Executives
All incitec Pivet executives are subject to annuatl performance reviews.

The annual review involves each executive being evaluated by their immediate superior, normally the Managing Director and CEG.
The executive is assessed against agreed performance objectives including business/financial/operational targets,
functional/managerial goals and personal accountabilities.

The cutcomes of performance reviews are directly related to remuneration levels for all executives. The Remuneration and
Appoirdments Commitiee has overall responsibility for ensuring performance evaluation processes are in place for all executives and
that such evaluations are linked to executive remuneration. Incitec Pivet's broad policy in relation to executive remuneration is set out
an pages 14 to 16 of this report.

The Remuneration and Appointments Committee also considers the performance and remuneration of the Managing Director and CEQ
and makes recommendations as to his remuneration to the Board, including regarding his participation in the Incitec Pivot Long Term
Incentive Plan. This Plan takes into account, among other things, the Company's performance and relative shareholder retumn and the
value of similar incentive arrangements for Managing directors at comparable companies.

The performance evaluation of the Managing Director and CEQ is conducted by the Chairman and Board. This evaluation involves an
assessment of a range of performance standards as determined by the Board, including the averall performance of the Company.

Board meetings
Details of the Board meetings held during the 2003/2004 financial year are set out on page 13 of this report.

Frocedures are also in place to ensure that directors can meet to consider and decide urgent matters, 83 and when they arise.

Materials for Board meetings are circulaled to directors in advance. The agenda for meetings is formulated with input from the
Managing Director and CEQ and the Chairman. Direclors are free to nominate matters for inclusion on the agenda for any Board or
Board Committee meeting.

Fresertations to the Board are frequently made by senior management, and telecommunications technologies may be ulitised to
facilitate participation,

Directors' remuneration

Incitec Pivot's broad policy in relation to non-executive directors’ fees and payments is to ensure that these fees and paymentis are
consistent with the market and are sufficient to enabie Incitec Pivot 1o atiract and retain directors of an appropriate calibre.

Under the Company's constitution the maximum remuneration payable by the Company for the services of non-executive directors in
total must not exceed the amount approved by shareholders in general meeting, which is $1,000 000 as approved at the annual general
meeting held in December 2003, The total remuneration paid to the non-executive directors during the financial year ended 30
September 2004 was within the maximum amount approved by shareholders.

Non-executive directors receive remuneration based on membership of the Board and Board Commitiees. Non-executive directors do
not receive any performance-based incentives and no retirement beneafits will be provided for directors cther than those disclosed in this
report. Details of remuneration paid to the non-executive direciors is set out in note 35, Director and executive disclosures.

Details of remuneration paid to the executive director is set out in note 35, Director and executive disclosures of the financial report.

Committees of the Board
As part of Incitec Pivol's corporate govermance, the incitec Pivot Board has established the following commitiees:

+  Audit and Risk Management Commitiee;
+  Remuneration and Appoiniments Committee; and
+  Govemance Commitiee.

The committeas operate in accordance with charlers esiablished by the Board. Other committees of the Board may be formed from
time to time o deal with specific matiers. Materials for the Board commitiee meetings are circulated in advance and minutes are
circulated to all directors. In addition, regular reports of the commitiees' aclivities are provided to the Board.
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Audit and Risk Management Commitiee

The Audit and Risk Management Commiltee assists the Board in its review of financial reporiing principles and policies, controls and
procedures, internal audit and the integrity of the Company's financial statements, the external audit and the Company's compliance
with legal and regulatory requirements.

The gqualifications of thase directors appointed to the Audit and Risk Management Committee are set out on pages 4 1o 5 of the annual
report.

The current members of the Audit and Risk Managameni Committee are Anthony Larkin {Chairman), David Trebeck and Allan
iMeCatiurn. Although Anthony Larkin was previously employed by Orica, for the reasons set out above {under the heading Composition
of the Board) the Board considers he is independent for the purposes of chairing this commitiee.

The attendance of the members of the Audit and Risk Management Committee at each meseting held during the financial year to
30 September 2004 is set out on page 13,

The primary objectives of the Audit and Risk Management Commitiee, as set outin its charter, are as follows:

Financial reporting
+  review of reports and analyses - review management, intemal audit and external audit reports and analyses of financial reporting
issues;

«  review of financial statements - review sl audited financial statements and all other financial information being made public;
+  accounting policies - review the critical accounting policies with external auditors and management; and

+  Managing Director and CEO and CFO certification - review the cerification provided by the Managing Director and CEO and the
Chief Financial Officer on annual and half yearly reporis,

internal control and risk management

+ sk management strategies - receive reports from management conceming the Company's risk management principles and
policies, assess and manage business, financial and operational risk;

+  risk reports and monitoring - receive reporis on and oversee credit, market, balance sheet and operating risk and monitor risk
implications of new and emerging risks, organisational change and major iniiatives and also monitor resolution of significant risk
exposures and risk events;

+« reports on change in the environment - monitor anticipated changes in the economic and business environment and other factors
relevant to future strategy,;

+ compliance - oversee compliance with applicable laws relating o the operation of its business; and
+ insurance - monitor the insurance strategy of the Company and recommend approval or variation of insurance policies.

External audit
+«  appointment/replacement - make recommendations to the Board on the selection, evaluation and replacement of the external
auditor;

+« terms of engagement - review and agree with the exdernal auditor the terms of engagement;

+« effectiveness and independence - monitor the effectiveness and independence of the external auditor including requiring the
external auditor to prepare and deliver an annual statement as to thelr independence;

+  scope of audit - review the scope of the extemnal audit with the external auditor; and

+  nonr-audit services - review and assess provision of non-audit services by the externat audilors, provide pre-approval or otherwise
of alt non audit services which may be provided by the external auditor and ensure disclosure to shareholders of the commitiee's
approval fo all non-audit work.

internal audit

+  appointment - recommend the internal auditor;

+ scope of audit and plan - review and assess the scope of the audit and the intermal audit plany,

+ internal audit findings - receive reporis from internal audit, management's response and the internal audit recommendations; and
+  assessment - conduct an annual assessment of the effectiveness of internal controls and financial reporting procedures.

Remuneration and Appointments Commitiee

In recognition of the need 1o ensure that proper processes are in place 1o deal with succession issues at Board level, the Board
established a Remuneration and Appointments Commities which is to comprise at least 3 independent non-executive directors.

The Committee comprises all incitec Pivet Board members except for the Managing Director and CEO, Grag Witcombe, and is chaired
by the Chairman, John Watson. The Commiltee’s charter was approved by the Incitee Pivet Board on 3 June 2003 and sets out the
Committee's responsibiliies. The main Hems of responsibility of the Committee are:
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+  to identify those individuals believed 1o be qualified to become Board members;

+ in consultation with the Managing Director and CEQ, to review and recommend o the Board for approval the Company's approach
to compeansation and to oversee the establishment of those compensation proposals;

+« to identify Board members gualified to fill vacancies on any commitiee of the Board {including the Remuneration and Appointments
Committee);

+ 1o recommend the appropriate process for evaluation of the performance of the directors;

+ 1o consider the appointment, performance and remuneration of the Managing Director and CEO; and

+  to review and make recommendations to the Board as to appropriate incentive schemes for employees.

The attendance of the members of the Remuneration and Appointments Commitiee at each meeting held during the financial year to 30
Septamber 2004 is set out on page 13,

Governance Committee
This Committee was established pursuant to Incitec Pivol's constitution in recognition of the Company's status as a subsidiary of Orica,

Under its charter, the Governance Committee is to comprise al least 3 independent non-executive directors. The current membaers of
the Committee are Allan McCalium {Chairman), John Watson and Leo Delghunty.

The primary purposes of the Govermnance Committes are o ensure:

+  all execulives of Incitec Pivot are aware of the rules relating to related party transactions;

+ that Incitec Pivot, its subsidiaries and s employees all comply with the Company's related party transactions policy;
+ that any transactions that are likely to constitule related party transactions comply with the law; and

+  that any related party ransactions, where approptiate, are disclosed.

Except as may be provided in a power of attorney given to the members of the Committee by Incitec Pivot {in arder to procure that
Incitec Pivot appropriately enforces Orica's agreement with regard to corporate governance matters, as summarised under the heading
Composition of the Board}, the Govermnance Committes has no executive powers with regard to s recommendations and doas not
refieve the Board of its responsibitities.

Internal control and risk management

The Board has overall responsibility for the Company's systems of intfemal control. These systemns are designed o enswe effective
and efficient operations, including financial reporting and compliance with faws and regulations, with a view o managing the risk of
failure o achieve business ohjectives.

The Board reviews the effectiveness of the internal control systems and risk management on an ongoing basis, and monitors risk
through the Audit and Risk Management Committee.

The Board regularly receives information about the financial position and performance of the Company. For annuat and half-yearly
accounis released publicly, the Managing Director and CEO and the Chief Financial Officer will sign off to the Board:

+ the accuracy of the accounts and that they represent a true and fair view, in all material respects, of the Company's financial
condition and operational results, and have been prepared in accordance with applicable accounting standards; and

+  that the representations are based on a system of risk management and internal compliance and control which implements the
policies adopted by the Board, and that those systems are operating efficiently and effectively in all material respects.

External auditor
KPMG is the Company's external auditor.

The audit pariner and review pariner of the Company’s external auditor will rotate every 5 years. The cuwrrent audit pariner and review
partner were first appointed for the 2002/2003 audit of the Company.

Restrictions are placed on non-audit work performed by the suditors and projects outside the scope of the audit require the approval of
the Chairman of the Audit and Risk Management Commitlee. Further details are set out in note 8, Auditors remuneration.

The Company requests that KPMG attend the Company's annual general meeting and be available to answer questions from
shareholders.
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Share ownership and dealing

Details of shares in the Company held by the directors are set out on page 13 of this report, and alse in note 35, Director and executive
disclosures.

The Board has adopled a share frading policy which regulates dealings in the Company's sharas. The policy aims to ensure that
Incitec Pivot's associates are aware of the legal restrictions on rading in securities while a person is in possession of the Company's
inside information.

Under the Palicy, alf directors, employees, advisors, auditors and consulfants {associates) are prohibited from trading in the Company's
securities or Orica’s securities, while in possession of inside information. Moreover there are certain 'black out’ periods, from the end of
the financial year or half year until the relevant resulls are announced.

In addition, all employees in the legal, finance, commaercial and marketing business units and all other associates, who are not
employees, and all directors are not permitted fo trade in Incitec Pivet securities or Orica securities at any time outside designated
trading windows, without & current no objection notice. Under the policy, a no objection notice is issued by the Company Secretary, or
in the case of a Director, the Chairman, upon the relevant person (excluding a director} confirming he or she is not aware of inside
information.

The ASX is natified of any share dealings by a director within 5 business days.

Incitec Pivot codes of conduct

Incitec Pivot is committed 16 operating to the highest standards of ethical behaviour and honesty with full regard for the safety and
health of its employees, customers, the wider community and environment.

The Company has codes of conduct which set ethical standards for direciors, senior management and employees. The codes describe
core principles ensuring ethical conduct is maintainad in the interests of shareholders and other stakeholders. Such principles address
tegal compliance, honesty and integrity, the avoidance of discriminagtion, separation of personal transactions from dealings with the
Company, the maintenance of confidentiality in its dealings with customers, avoidance of actual or potential conflicts of interest {or in
the case of non-executive directors, matters which may affect their independence) and the avoidance of personal gain from those doing
business with the Company.

Safety, environmental and quality policies
Incitec Pivot has adopted policies in relation to safety, the environment and quality, details of which are summarised below:

Safety policy
Incitec Pivot has adopted a policy on safely, which seeks o ensure a safe working environment and safe systems of work thereby
preventing injuries and reducing associated costs.

The objectives of Incitec Pivot as set out in the policy include meeting all regulatory authority reguirements, establishing compliance
mechaniams, striving to achieve zero work related lost time injuries, enguring a consistent focus on the management of safety and
praviding rehabilitation services 1o workers who have suffered an iness or injury in the course of their employment with the Company.

Environmentai policy

Incitec Pivot has adopted a policy on its commitment 1o preserving the environment, preventing polivtion and ensuring the health and
well being of its workforce and the communily in which it operates. The objectives set out in the policy include meeting all regulatory
authority requirements for groundwater, air emissions, stormwater, noise and soil contamination, establishing compliance mechanisms
and maximising reuse of waste materials.

Quality policy

Incitec Pivot has adopted a policy on its commitrment to providing products and services that meet is customers' needs. The objectives
of the policy include meeting all regulatory requirements and establishing procedures and operating mechanisms consistent with
accepted international standards.

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

V(ZL L SoAFu o

John C Watson, AM
Chairman

Dafed at Melbourne this 29" day of October 2004
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For the year ended 30 September 2004

Consolidated Company
2004 2003 2004 2003
Notes $000 8000 $000 8000
Revenue from ordinary activities {3y 1,137,898 896,587 978,275 586,648
Operating expenses
Changes in inventories of finished goods and work in progress 40,060 81,751 156,438 {33,734)
Raw materials and consumables used and
finished goods purchased for resale {B10,573) (349830} {892,585) (290 284)
Employee expenses (including significant items) (83,524) (86,403} (38,8617) (50,743}
Costs recovered from subsidary under agency agreement {33} - - 24,853 -
Wirite-down of investments in controfled entities {(significant items) {5} - - - {67.487)
Depreciation and amoriisation expense (45,317) (24,353} (10,193} {11.428)
Borrowing costs {5,960) {8,289} {2,828) {6,888}
Purchased services {including significant tlems) (51,830} (44887} (48,756) (34,053)
Repairs and maintenance (26,680) (13,062} (24,549) {7.411)
Property, plant & eguipment retired/disposed {excluding significant items) {673) {3,043) {673) {1,382)
Cutgoing freight (31,044) (23,692} (31,044) (15,480}
Lease payments - operating leases {8,638) {7.814) {8,638) {6,334)
Net assets disposed from sale of business (significant items) - {3,867) - -
Asset write-downs, clean-up and environmental provisions {significant
items) {679) (37.837) {679) (37.152)
Other expenses from ordinary activities including significant iterms {6,011}  (84,083) {3,228) {2,049}
{1,030,769) (708.801) {B80,494) (584.431)
Profiti(loss} from ordinary activities before income fax expense {4} 107,129 {12,234) 87,781 22217
Income tax expense attributable to {lossVprofit from ordinary activities {1} (32,080) {6,389} (14,077 {4,879}
Profit/(foss} from ordinary activities after income tax relating to
members of Incitec Pivot Limited 75,038 (18.623) 83,704 17,238
Non-owner fransactions in eguity
Net increase in general and other reserves {23} - 1,488 - 8
Net decrease in forfeited shares reserve {23} - {8} - {8}
Net decrease in capital profits reserve {23} - {1,491} - -
Net reduction in equity due fo initial adoption of AASE 1028
Employee Benefits (23} - {328} - {191}
Total changes in equity other than those resulting from
transactions with owners as owners (24) 75,038 (18.951) 83,704 17,047
cents cents
Earnings per share
Basic earnings per share:
Crdinary shares {8} 129 {60}
Diluted earnings per share:
Crdinary shares {8} 129 {60}

The Statements of Financial Performance are 1o be read in conjunction with the Notes 1o the Financial Statements set out on
pages 28 to 67,
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Statements of Financial Position
As at 30 September 2004

Consolidated Company
2604 2003 2004 2003
Notes $000 $000 $0600 000
Current assefs
Cash assets g} 83,846 21,269 83,846 14,440
Receivables {10} 123,745 108,988 142,245 42713
Inventories {11} 248,292 205843 246,292 74,366
Cther {12} 7,047 14,609 2,268 7.834
Total current assets 460,930 350,509 474,651 138,353
Nor-current assets
Raceivables {10} 3,248 1,924 188 1,824
Ciher financial assels {13} - - 474,179 474,179
Froperty, plant and equipment {14} 296,132 2068615 114,918 85,008
Intangible assets (15} 183,808 185354 - -
Deferred tax assels {18} 17,108 18,101 13,730 13,194
Other {12} 10,166 13,553 2,296 -
Total non-current assets 510,463 516,547 $06,311 574 308
Total assets 971,393 867146 1,079,962 713,659
Current liabilities
Payables {17} 192,854 130,898 385,019 50,480
Interest bearing liabilities {18} 63,055 40,663 B, 055 861,479
Current tax liabilities {149} 16,277 6,312 1,246 -
Provisions {20} 26,877 37,133 22,450 22,525
Total current liabilities 299,063 215,007 416,780 134,484
Non-current liabilities
Interest bearing liabilities {18} - 55,000 - -
Daferred tax liabilities {21) 19,049 14,268 4,526 -
Provisions {20} 21,762 8,488 15,372 2683
Total non-current liabilities 40,811 78757 19,898 2,683
Total liabilities 339,874 203784 436,678 137 177
Net assets 631,518 573382 643,284 578 482
Eggtsity
Contributed equity {22y 532,445 532445 532,445 532,445
Raserves {23} 35,922 35922 43,694 43,684
Retained profits {23) 63,152 5015 87,145 343
Total equity (24} 831,519 573382 643,284 575,482

The Statements of Financial Position are to be read in conjunction with the Notes to the Financial Statements set out on
pages 28 to 67,
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Statements of Cash Flows
For the year ended 30 September 2004

Consolidated Company
2004 2002 2004 2002
Notes $000 $000 $000 $000
inflows/ Inflows/ Inflows/ Inflows/
{Outfiows} (Oulflows)  {Outfiows) {(Outflows)
Cash flows from operaling activities
Receipts from customers 1,121,181 812,715 B63,766 525,859
Payments to suppliers and employees {859,165) (714,838) {7T04,217) (488.252)
Interest received 388 1.472 531 1,770
Borrowing costs {6,038} {7,968} {446) {6,808}
Dividends received from whaolly-owned confrolied entity {33 - - 16,000
Rental income 289 433 244 354
Royalties - 10 - 10
Ciher trading revenue received 181 1,281 " 640
Net income taxes received/{paid) {15,351} 3,113 (8,842) -
Net cash flows from operating activities {26} 141,475 96,232 167,025 53,6873
Cash flows from investing activities
Payments for property, plant and equipment {30,814} {15,578) {28,724) {8,923}
Proceeds from sale of property, plant and eguipment {3) 1,427 2,659 1,431 852
Proceeds from sale of business {3 - 4,383 - -
Net cash flows used in investing activities {29,387) {8,526} {27,2983) {8.071)
Cash flows from financing activities
Net movement in short term financing {31,032} {81.,545) {51,847) (43,038}
Payments for expenses relating to listing on Australian Stock Exchange - {1,274} " {1,274}
Dividends paid {16,902} {24 478} {(16,802) (24478}
Net cash flows used in financing activities {47,834)  {107.287) {68,749) (68,780}
Net {decrease)fincrease in cash held 64,154 {19,581} 70,883 {23,188}
Cash at the beginning of the financial year 19,682 39,283 12,863 38,051
Cash at the end of the financial year {26} 83,846 19,682 83,846 12,863

The Statements of Cash Flows are to be read in conjunction with the Notes o the Financial Statements set out on pages 28 to 87,
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Notes to the Financial Statements
For the year ended 30 September 2004

1. Significant accounting policies

The significant accounting policies adopted in preparing the
financial report of Incitec Pivot Limited ('the Company' of
‘Incitec Pivol'} and of is controlied entities {collectively 'the
cansolidated entity’) are staled to assist in a general
understanding of this financial report. These policies have
been consistently applied except as otherwise indicated.

{i} Basis of preparation

The financial report is a general purpose financial report
prepared in accordance with Accounting Standards, Urgent
tssues Group Consensus Views, other authoritative
pronouncements of the Australian Accounting Standards
Board and the Corporations Act 2001(Cth}.

The financial report has been prepared on the basis of
historical cost and except wherte stated, does not take info
account changing money values or fair values of non-current
assets,

{ii Change in accounting policy
During the financial year ended 30 September 2004, there
have been no changes in accounting policy.

{iii) Consolidation

The controlled entities included in the consolidated financial
statermnents are listed in note 36, Investments in condrolied
entities. All inter-entity transactions and balances have been
eliminated on consolidation. Where entities are not controlied
throughout the entire financial year, the consolidated results
include the results of those entities for that part of the year
during which controf existed.

{iv) Revenue recognition {see note 3)

External sales, royalty income and other income are
recognised when the goods and services are provided.
interest income is recognised as it accrues. Gross proceeds
from sale of businesses, controlled entities and other
non-current assets are recognised when there is a signed
unconditional contract of sale. Dividends are recognised in
the statements of financial performance when declared.
Revenues are recognised at fair value of the consideration
received net of the amount of GST payable to the taxation
authority.

{v} Borrowing costs (see note 4)

Borrowing costs include interest, amortisation of discounts or
premiums relating to borrowings and amoriisation of ancillary
cosis incurrad in connection with the arrangement of
borrowings, including lease finance charges. Borrowing cosis
are expensed as incurred unless they relate to qualifying
assets. Qualifying assets are assets that take more than
twelve months to get ready for their intended use or sale.
Where funds are borrowed specifically for the production of a
qualifying asset, the interest on those funds is capitalised, net
of any interest earned on those borrowings. Where funds are
borrowed generally, borrowing cosis are capitalised using &
weighted average interest rate. Ancillary costs incwrred in
connection with the arrangement of borrowings are capitalised
and amortised over the life of the borrowings.

{vi) Research and development costs (see notfe 4}
Research and development cosis are expensed as incurred.

{vil) Taxation {see note 7)

Income tax has been brought to account using the income
staterment method of tax effect accounting.

Income tax expense is calculated on operating profit adjusted
for permanent differences between taxable and accounting
income. The tax effect of timing differences, which arise from
itemns being brought 1o account in different periods for income
tax and accounting purposes, is carried forward in the
Staternents of Financiat Position as a future income tax
benefit or a provision for deferred income tax. Future income
tax benefits are not brought to account unless realisation of
the assel is assured beyond reasonable doubt, or if relating to
tax losses when realisation is virtually certain.

Capitat gains tax is provided in the Statements of Financial
Performance in the year in which an asset is sold.

{viit} Inventories {see note 11)
Inventories are valued at the lower of cost and net realisable
vaiue.

Cuost is based on a weighted average method. For
manufactured goods, cost includes direct material and labour
cosis plus an appropriate proportion of variable and fixed
overheads based on nomal operating capacity of the
production faciliies. For merchanted goods, cost is net cost
irto store.

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

Expenditure for maintenance, repairs and replacements of a
minor nature is expensed as incurred. Major cyclical
expenditure is undertaken at the principal manufacturing
plants in three o four year cycles. Thease plants operate
continuous production processes twenty-four hours per day,
seven days per week. Major cyclical expenditure,
ineorporating new capital expenditure, enables these plants to
extend their estimated useful lives and improve their
parformance. This expenditure is deferred and amortised
over the period to which fulure economic benefits relate,
which is generally until the commencement of the next cycle.
The unamortised expenditure is added 10 the respective net
book values of the major plant for the purposes of assessing
recoverable values.

{x} Other financial assets (see note 13}

The Company's interests in controlled entities are stated at
cost. Where, in the opinion of the directors, there has been a
diminution in the carrying value of an investment, the
investment is written down to it$ recoverable amount. The
expected net cash flows included in determining recoverable
amounts are discounted to their present values.

{xi} Property, plant and equipment and depreciation
{see note 14)

Property, plant and equipment, other than freehold land, is
depreciated on a straight line basis at rales calculated to
allocate the cost less the estimated residual value over the
estimated useful life of each asset 1o the consolidated entity.

Depreciation and amortisation rates and methods are
reviewed annually for appropristeness. When changes are
made adjustments are reflected prospectively in current and
future pericds only.
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For the year ended 30 September 2004

1. Significant accounting policies {continued)
Estimated useful lives of each class of asset are as follows:
Buildings and improvements 20 to 40 years
Machinery, plant and equipment 3 1o 30 years
Software 3o 7 yoars

The carrying amounts of all non-current assels are reviewed
half-yearly to determine whether they are in excess of their
recoverable amounis. If the carrying amount of a non-current
assel exceeds its 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 expected net cash flows included in determining
recoverable amounts of non-current assets are discounted to
their present values.

Profits and tosses on disposal of property, plant and
equipment are taken to the Statements of Financial
Performance.

{xii) Leaged asseots

Operating teases are not capitalised and lease rental
payments are taken to the Statements of Financial
Performance as incurred.

{xiit) Goodwill (see note 15}

Goodwill represents the excess of the cost of acquisition over

the fair value of the net assets acquired. Goodwill is

amortised on a straight-line basis over the period in which the

benefits are expecied to arise, not exceeding twenty vears,

The carrying value is reviewed half-yearly and written down to

recoverable amount if considered necessary. The expected

net cash flows included in determining recoverable amount of

goodwill are discounted to their net present values.

{xiv} Provisions {see nofe 20)

A provision is recognised when there is a legal, equitable or
constructive obligation as a result of apastevent and itis
probable that g future sacrifice of economic benefits will be
reguired 1o settle the obligation and the timing or amount is
uncertain,

i the effect is material, & provision is determined by
discounting the expected future cash flows {adjusted for

expected future risks} required to settle the obligation at a pre-

tax rate that reflects current market assessments of the time
value of money, being risk free rates on government bonds
most closely maiching the expeacted future payments, except
where otherwise noted and the risks specific to the hability.
The unwinding of the discount is treated as part of the
expense related to the particular provision.

Environmental liabilities

The cost of monitoring operations and treating operating
wastes is taken to the Statements of Financial Performance
as an operating cost as incurred.

Estimated costs relating to the remediation of soil,

groundwater and untreatad waste that have arisen as a result
of past events are usually taken to the Statements of Financial
Performance in total as soon as the requirement o remediate

is entified and a reliable estimate of the liability is identified.
However, where the cost relates o land held for resale then,
to the extent that the expected realisation exceeds 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 land
as it is incurred.

Empioyee entitfernents

Provigions are made for liabilities to employees for annual
leave, sick leave and other current employee entitlements that
represent the amount for which the consclidated entity has a
present obligation. These have been calculated at nominal
amounts based on the wage and salary rates that the
consolidated entity expects to pay as at each reporting date
and include related on-costs. Liabiities for employee
entitiernents which are not expected to be settled within twelve
months of balance date, such as long service leave, are
accrued at the present value of future amounts expected to be
paid. The present value is determined using interest rates
applicable to government guaranteed securities with
maturities within the next ten years.

Contributions for superannuation are taken to the Statements
of Financial Performance in the year in which the payment is
made {see note 34).

A liability is recognised for bonus plans when there is no

realistic alternative, the benefit calculations are formally

documented and determined before signing the financial
report 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

entire undistributed amount, regardless of the extent to which
they will be paid in cash.

Restructiring and employee fermination benefits

A provision for restructuring, including employee termination

benefits, related to an acquired enfity or operation is

recognised at the date of acquisition where:

»  the main features of the restructuring were announced,
implementation of the restructuring commenced, of
contracts were entered by the date of acquisition, and

+  adetailed formal plan is developed by the earfier of three
months after the date of the acquisition and the
completion of this financial report

The provision only relates to cosls associated with the

acguired entity, and is included in the determination of the fair

value of the net assels acquired. The provision includes
iabiliies for fermination benefits that will be pald to employees
of the acquired entity as a result of the restruchwring.

Cther provisions for restructuring or fermination benefits are
only recognised when a detailed plan has been approved and
the restructuring or termination benefits have either
cammenced or been publicly announced, or firm contracts
related 10 the restructuring or termination benefits have been
entered into. Costs related to ongaoing activities are not
provided for.

{xv) Foreign currency franslation

Foreign currency fransactions are translated at the exchange
rate prevailing at the date of the transaction. Foreign currency
receivables and payables cudstanding at balance date are
translated at the exchange rates current at that date.
Exchange gains and losses are taken to the stalements of
financial performance.

{xvi} Cash flows {see note 28)

For the purposes of the Statements of Cash Flows, cash
nciudes cash at bank, cash on hand and deposits at calt
which are readily convertible to cash on hand and which are
used in the cash management function, net of bank
overdrafts.

30 incitec Pivot Limited



Notes to the Financial Statements

For the year ended 30 September 2004

1. Significant accounting policies {continued)
{xvii} Derivative financial instruments {see note 31}
Dertvative financial insfruments are used o hedge inferest
rate and foreign cutrrency exposures. Accordingly, hedge
aceounting principles are applied, under which gaing and
losses on derivatives are brought 1o account on the same
basis as the gains and losses on the underlying physical
exposures. Derivative financial instruments are not held for
speculative purposes.

The effect of interest received, paid or acerued under interest
rate swap and forward rate agreements is included in the
calculation of net inferest expense. The amount receivable or
payable at balance date is included in assets or liabilities
respectively.

Anticipated fransactions

Where hedge transactions are designated as a hedge of the
anticipated purchase or sale of goods or sarvices, purchase of
qualifying assets, or an anticipated interest transaction, gains
and losses, on the hedge arising up 1 the date of the
anticipated transaction, together with any costs of gainsg
arising at the time of entering into the hedge, are deferred and
included in the measurement of the anticipated transaction
when the fransaction has occurred as designated. Any gains
or losses on the hedge fransaction after that date are included
in the Statements of Financial Performance.

The net amount recaivable or payable under open swaps,
forward rate agreements and futures contracts and the
associated deferred gains or losses are not recorded in the
Staternents of Financial Performance untit the hedged
transacton matures. The net receivables or payables are
then revalued using the foreign currency, interest or
cammadity rates current at balance date.

When the anticipated transaction is no longer expected to
occur as designated the deferred gains and fosses refating to
the hedged fransaction are recognised immediately in the
Statements of Financial Performance.

. Segment report
Reporis for business

Gains and losses that arise prior to and upon the maturity of
transactions entered inlo under hedge strategies are deferrad
and included in the measurement of the hedged anticipated
transaction if the transacton is stifl expected to ocour as
designated. If the anticipated transaction is no longer
expected to occur as designated, the gainsg and 10s8ses are
recognised immediately in the Statements of Financial
Performance.

{xviii} Redeemable preference shares

Redeemable preference shares which provide for mandatory
redemption are included in liabilities as they are, in substance,
borrowings. Dividends payable on these shares are
recognised in the Statements of Financial Performance as
borrowing costs on an accruals basis.

{xix) Goods and services tax

Revenues, expenseas, assets and liabiiities other than
receivables and payables are recognised net of the amount of
goods and services lax (GST), except where the amount of
GST incurred is not recoverable from the relevant taxation
authorities. In these circumstances the G87 is recognised as
part of the cost of acquisition of the asset or as part of an item
of expense.

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

Cash flows are included in the Statements of Cash Flows ona
gross basis. The GST components of cash flows arising from
investing and financing activities which are recoverable from,
or payabie to, the relevant taxation authorities are classified
as operating cash flows.

{xx) Comparative figures

Where necassary, comparatives have been reclassified and
repositioned for consistency with current year disclosures.

During the year ended 30 September 2004, the consclidated entity operated in one business segment in which the principal activities
were the manufacture and distribution of fertitiser, and in one geographic location, Australia.

Buwring the year ended 30 September 2003, the consolidated entity operated in two business segments, Fertiliser and Divested

Business, and in one geographic location, Australia,
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Segment report (continued)

Fartiliser Divested Consolidated
2004 Notes Business
$000 $000 $000
Revenue
Externat sales 1,107,098 - 1,167,098
Sales 1o entities subject to common control 28,490 - 28,490
Total sales revenue 1,135,588 - 1,135,588
Other revenue 2,310 - 2,310
Totat of all segments {3} 1,137,808 - 1,137,898
Tot.al. t.:onsoladated revenue from ordinary 1,137,398 1,137,898
activities
Resuilt
EBIT - Segment 121,862 - 121,862
Net interest (5,406) - (5,4086)
Profit before tax and significant items 116,456 - 116,456
Significant items {5} {9,327} - {9,327}
Profit from ordinary activities before tax 107,129 - 107,128
Income tax expense {32,090 - {32,090}
Profit from ordinary activities after tax 75,039 75,038
Assets
Segment assets 971,393 - 971,393
Liabilities
Segment liabilities 339,874 - 339,874
Gther information
Acquisition of property, plant and eguipment 30,814 - 30,814
Depreciation and amortisation of segment assetls {4} 45317 - 45,317
Other non cash expenses - write-downs and provisions 8,170 - 8,170
Farifliser Brivested Consolidated
2003 Business
3000 3000 3000
Revenue
Externat sales 555 503 20,304 875,807
Sales to Incitec Fertilizers Limited pre acquisition 10,800 - 10,800
Total sales revenus 566,003 20,304 86,307
Other revenue 10,260
Totat of all segments {3} 666,003 20,304 £96 587
Total consolidated revenue from ordina
activities i 696,567
Resuilt
EBIT - Segment 59,401 {251} 59,150
Net interest {6,816}
Profit bafore tax and significant tems 52,334
Significant items {5} {64 568)
Loss from ordinary activities before tax {12,234}
Income tax expense {6,389}
Loss from ordinary activities after tax {18,623}
Assets
Segment assets 867.047 98 867,146
Liabilities
Segment liabilities 293,721 43 293,784
Gther Information
Acguisition of business 467 800 - 467 800
Acquisition of property, plant and eguipment 15,878 - 15,878
Depreciation and amortisation of segment assetls {4} 24 343 10 24 353
Other non cash expenses - write-downs and provisions 45 1897 - 45 197
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For the year ended 30 September 2004

Consclidated Company
2004 2003 2004 2003
Notes 30600 $000 $000 000
3. Revenue from ordinary activities
Externat sales 1,107,088 686,307 913,084 472,484
Sales 1o entities subject to common control 28,490 - 28,397 -
Cther revenue from operating activities
Royalty income - 10 - 10
Dividend income
wholly-owned controlled entities {33} - - 34,500 -
Interest income
common conirolled entities 33 - 33 476
wholly-owned controlled entities - - 56 -
external parties — banks 521 1,473 830 1,372
Loan forgiveness from controlled entities {significant items) [£3] - - 110,458
Rental income 289 433 244 354
Other income 40 1,282 - 641
From outside operating activities
Sale of business {5y - 4,383 - -
Sale of property, plant and equipment 1,427 2,658 1,431 852
Total other revenus 2,310 10,260 386,794 114,164
Total revenue 1,137,888 886,567 978,275 588,648
4. Profit/{loss} from ordinary activities before income tax expense
Profit/{loss) from ordinary activities before income tax axpense is
arrived at after crediting:
Profit on sale of business {5) - 526 - -
Profit/{ioss} on sale of property, plant and equipment 2,238 {100} 2,238
Net gain/tioss} on foreign currency transactions 705 115 597 {21)
Profit/{loss) from ordinary activities before income tax axpense is
arrived at after charging:
Cost of goods sold 770,513 471,135 736,146 324,018
Borrowing costs paid/payable fo
entity subject to common control 1,669 942 1,677 842
external parties 4,291 7,347 1,148 5,844
Depreciation on property, plant and equipment
buildings and improvements 8,288 4787 5,070 3,660
machinery, plant and equipment 22,336 14,875 5,123 7,766
Armortisation
goodwill 9,845 3.128 - -
deferred maintenance expenditure 4,748 1,583 - -
Amounts set aside to provide for
employes entiflements 4,137 13,482 840 11,435
environmental iabilities 270 7.033 270 7.033
inventory losses and obsclescence 1,276 - 1,276 -
other provisions 487 2,297 487 2,297
restructuring - 20,650 - 20,359
Bad debts written off in respect of trade debtors 95 232 95 232
Lease payments — operating leases 8,638 7,914 8,638 £,334
Research and development 277 121 277 121
Superannuation contributions 8,113 4 482 3,336 2,431

{1} The remaining useful lives of certain manufacturing assets have been extended in the sacond half {6 align the depreciation charge with actual
expected remaining usefu lives. The impact on the current year was $5.7m and the impact for prospective years will ba $11.4m.
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2004 2003
Gross Tax Net Gross Tax Net,
$000 $000 $000 000 F000 S000
5. Individually significant items
{Loss)/profit from ordinary activities includes the following
reveniues and expenses whose disclosure is relevant in
explaining the financial performance of the entity:
Consalidated
Merger implementation costs
Employee redundancies and allowances {6,258} 1,877 {4,378} {10,108} 3032 {7.078)
Environmental {270} 81 (189) {7,300} 2,180 {5,110}
Corporate launch {1,498) 449 {1,049} - - -
Site-clean up and rationalisation - - - {7,883) 1,23 {6,652)
Asset write-downs {409} 123 {286) {22,654} 3,827 {18,727)
Transaction and implementation costs {BE5} 269 (626) {12,666} 2354 {10,312)
Accounting policy adjusiments - - - {2.881) B84 {2,017
Total merger implementation costs " {8.327) 2,799 {6,528} {63,492} 13,588 {4%,894)
Other
Profit from business divested @ - - - 526 {158} 368
Profit from sale of property, plant and equipment - - - 224 {67} 187
Write-down of carrying value of inventory {1,826} 548 {1.278)
Overfiunder) provision of income tax in previous years ) - 697 697 - {3,008} {3,009)
Total other - 6887 697 {1,076} {2,686) {3,762)
Individually significant items {9,327} 3,496 {5,831} (64 568) 10,912 {53.6586)
Company
Merger implementation costs
Employee redundancies and aliowances {5,488} 1,645 {3,840} {9,883) 2,865 {6,918}
Environmental {270} 81 {189} {7,300} 2,190 {5,110
Corporate launch {1,498) 449 {1,048} - - -
Site-clean up and rationalisation - - - {7,884} 1,230 {6,654)
Asset write-downs {409} 123 (286) {21,968} 3722 {18,248)
Transaction and implementation costs {BE5} 269 (626) {10,019) 1,560 {8,459)
Accounting policy adjustments - - - {2,.881) 864 {2017}
Total merger implementation costs % {8,857) 2,567 {6,990} {59 935} 12,531 {47.404)
Other
Whrite-down of investments in conirolied antities - - - {67,497} - {67,497}
Loan forgivenass from controlled entities ™ - - - 110,458 - 110,459
Profit from sale of property, plant and equipment - - - 224 {67} 187
Write-down of carrying valle of inventory & - - - (1,826) 548 {1.278)
Overfiunder) provision of income 1ax in previous years ' - 828 828 - {3,167} {3.167)
Total other - 828 828 41,360 {2,886) 38674
Individually significant items {8,557} 3,385 {5,162} {18,575} 9 845 {8,730

{1} Merger implamantation costs in 2003 and 2004 relate to the restruchuring and reorganisation activities following the acquisition of incitee
Fertifizers Limited, The classification of these costs is consistent with the September 2003 financial statements and the merger information
memorandunm.

{2} On 20th February 2003 Pivot Nufrition Pty Ltd, a wholly owned subsidiary of the Company, divested the operating assets and businass of the
Carrick Stockfeed Ml for $4 4m.

{3} Inventory written down and prior year losses refate 16 the grain buginess which ceased operations.

{4) Adjustment to income tax expense fo reconcile to income tax returns as lodged.

{5} Write-down of invastment in controlled entities following reassessment of carrying value as a result of intercompany loans forgiven,
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6.

Consolidated Company
2004 2003 2004 2003
$ $ $ $
Auditors’ remuneration
Tetal remuneration received, or due and receivable,
by the auditors for:
Audit services
Auditors of the Company - KPMG 200,000 250,000 200,000 250,000
Auditors of the Company - Deloilte Touche Tohmatsu 70,000 70,000
200,000 320,000 200,000 320,000
Non audit services
Auditors of the Company - KPMG
taxation services 95,754 40,300 95,754 40,000
other services 8415 24,480 8415 24,480
Auditors of the Company - Delsitte Touche Tohmatsu
taxation services 1268 578 1268 578
other services 180,526 180,526
104,169 371,864 104,169 371,564
304,162 691,864 304,168 691,564

From time 10 time, the auditors provide other services 16 the Company, which are subject {0 strict corporate governance procedures adopted by the
Company which encompass the selaction of service providers and the sefting of their remuneration. The Audit and Risk Management Commitige
must approve non audit services provided by KPMG above a value of $20,000. Taxation services relate to the 2002 tax returng, their engagemaent

wag prior to appointment as external auditors.

Consolidated Company
2004 2003 2004 2003
$000 000 $000 3000
Income tax expense
The amount of income tax attributable to 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
Prima facie income tax expense calculated at 30% {2003 at 30%)
on prefit from ordinary activities befere significant ifems 34,937 15,704 31,901 12,238
Tax effect of permanent differences which increasef{reduce} tax expense:
non-atllowable depraciation of bulldings 450 472 a1 229
research and development (287 {409} (287} {263)
dividends from wholly-owned entities - - {10,350} -
tax underf{over) provided in prior years {2,098} 928 {1.883) 2704
non-allowable goodwill amortisation 2,984 939 - -
non taxable profit on sale of property, plant and equipment (8512 {452} (592) {67}
sundry items 112 121 (1,388) {17}
Income tax expense atiributable to operating profit before significant items 34,586 17,304 17,472 14,824
Income tax expense attributable to significant items
Prima facie income tax benefit calculated at 30% (2003 at 30%)
on loss from significant items {2,798) {18,371} (2,867 {5,573}
Tax effect of permanent differences which increase/{reduce) tax expense
merger implementation cosis {t) 5,450 - 5,450
write-down of investmenis in controlled entities - - - 20,249
loan forgiveness from conirolled entities - - - {33,138}
tax underf{overiprovided in prior years (697 3,008 (828 3167
Income tax benefit atiributable to operating
loss from significant items (3,496) {10,912 (3,395) {8,845}
Income tax expense attributable to operating profit 32,090 8 389 14,077 4 879
Income tax expense comprises:
provision for income tax 18,510 2083 3,594 -
deferred income tax 5,478 {3,662} 7,382 -
future income tax benefit §,102 7988 3,101 4,979
32,090 8 389 14,077 4,979
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7.

38

Income tax expense {continued}

Recovery of future income tax benefits included in deferred tax assets (see note 16} depends on future taxable earnings and the

continuation of existing tax laws and compliance therewith.

There are no future tax benafits attributable to tax losses carried forward by conirolied entities {2003 $nif).

Consolidated

2004 2003
Cents Cents
Notes per share per share
Earnings per share (EPS)
Basic and diluted earnings/{loss) per share
including significant items 129 {60}
excluding significant items 139 13
Number Number
Weighted average number of shares used as the denominator:
Number for basic and diluted earnings per share ‘! £8,281.027 31120472
Average market price of ordinary shares $17.33 51538
$000 $000
Reconciliation of earnings used in the calculation of basic earnings
per share including individually significant items
Profit/{ioss) from ordinary activities after income ax expense 75,039 {18,623
Earnings used in calculation of EPS including individually significant items 75.039 {18,623}
Reconciliation of earnings used in the calculation of basic earnings
per share excluding individually significant items
Profit/(ioss) from ordinary activities after income tax expense 75,039 {18,623)
Deduct individually significant items after income tax {5 {5,831} {53.656)
Earnings used in calculation of EPS excluding individually significant items 80,870 35,033

{1} The 2003 weighted average number of sharos used as the denominator catoulated over the 12 months anded
30 September 2003 takes into account the issue of 40,796,718 shares on 1 June 2003, No shares wers issued during
2004, thus the weighted average number of shares represents issued shares at year end.

Consolidated Company
2004 2003 2004 2003
Notes $000 $000 $000 $000
Cash assets
Cash at bank and on hand 705 8,851 705 22
Deposits st calt
entity subject to common control 83,141 14,418 83,141 14,418
{31) 83,846 21,269 83,846 14,440
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16.

11.

12.

Consclidated Company
2004 2003 2004 2003
Notes $000 8000 $000 8000
Receivables
Current
Trade debtors
external 98,384 101,050 98,384 41,876
entities subject o common control 3,892 3.308 3,892 -
Less provision for doubtful debts
extenal {762) {885} {762) {686}
101,514 103,493 101,814 41,210
Sundry debtors/loans
external 18,988 4,584 18,988 1,425
antities subject to commeon control 3,243 911 3,243 -
wholly-owned controlied entity {33} - - 18,500 78
22,231 5,485 40,731 1,503
123,745 108,888 142,245 42,713
Non-current
Sundry debtors/loans
axtemal 3,248 253 188 253
related parties - 1,671 - 1,671
3,248 1,824 188 1,824

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

The cellectability of debts is assessed at balance date and specific provision is made for any doubiful debis 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 carrying amount of receivables to approximate their net fair values.

Credit risk
Credit risk in debtors is managed in the following ways:
- payment terms are generally 30 days and payment compiliance is high.
- a risk assessment process is used for all accounts, with a stop credit process for long overdue accounts. Interest may
be charged whers the terms of repayment exceed agresd terms.

[nventories
Raw materials and stores
Al cost 18,775 18,186 18,775 3,287
Less provision for inventory losses and obsolescence (468) {488} (468) {488}
18,307 17,718 18,307 2,818
Finished goods
Al cost 230,130 189,288 230,130 72,470
Less provision for inventory losses and obsolescence (2,145) {1,373} (2,145) {823}
227,985 187,925 227,985 71,547
246,292 205,643 246,292 74,366
Other assels
Current
Deferred maintenance expenditure {1ix} 168,782 12,132 - -
Less accumulated amortisation {12,041} {7,292} - -
4,748 4. 840 - -
Prepayments 2,299 9,858 2,268 7.834
7.047 14,698 2,268 7.834
Non-current
Deferred maintenance expenditure {1ix} 7,870 13,456 - -
Prepayments 2,296 g7 2,296 -
10,166 13,5853 2,296 -
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14.

Consclidated Company
2004 2003 2004 2003
Notes $000 000 $000 000
13. Other financial asseis
MNon-current
Interest in unlisted controlied entities
Al cost {36} - - 474,179 474,178
Property, plant and equipment
Land, buildings and improvements
At cost 202,790 203,982 66,763 66,048
Accumulated depreciation {90,308) {87 952} {31,481} {32,989}
At recoverable amount 14,0628 14,913 14,028 14,913
Accumulated depreciation {693} - {693} -
Total net book value 125,817 130,943 48,617 47,970
kMachinery, plant and squipment
At cost 414,938 418,273 130,408 122,515
Accumilated depreciation (258,244} {266,158} {78,728) {86,033}
Capital works in progress 14,621 13,587 14,621 13,587
Total net book value 170,315 165,672 66,301 37,039
Total net book value of property, plant and eguipment 286,132 296,615 114,218 85,008
Carrying value of freehold land
{included with land, bulldings and improvements} 56,135 47,018 7,025 4,588
Land held for resale
At cost - current 2 381 10,482 - 2,318
At cost - non-current - 358 - -
Toetal {included in value of freehold land) 2 381 10,818 - 2,318

38

Current valuations

The most recent valuations of freehold land, buildings and improvements, which are prepared avery three years, are listed below.

These valuations are not incorporated in the financial statements,

At directors’ valuation

2004
$0600
148,271

2003
$000
148,858

Valuations of land and buildings

The valuations were independently determined in 2003 on a market value for existing use basis except in redation o properties held
as investments or for digposal in which case the valuations were determined on a market value for alternative use. Capital gains

tax has not been taken info account in these valuations,

Capitalised borrowing costs

Mo inferest was capitalised during the financial year (2003 $nil).
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14. Property, plani and equipment (continued)

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, kachinery,
buitdings and plant and
improvements  eguipment Total
Notes $000 $000 $000
Consolidated 2004
Carrying amount at the beginning of the financiat year 136,843 165,672 296,615
Additions 3,706 27,108 30,814
Disposals {499) {129} {628)
Depreciation expense {4} {8,288) {22,336} {30,624}
Wirite-down to recoverable amount (45) - (45)
Carrying amount at the end of the financial year 125,817 176,315 296,132
Company 2004
Carrying amount at the beginning of the financial year 47,870 37,029 85,009
Additions 2,938 25,729 28,687
Disposals {499) {1289} {628)
Depreciation expense {4} {6,070} {6,123} {16,193}
Write-down to recoverable amount {45) - (45}
Movement in allocated assets within group 3,323 8,785 12,108
Carrying amount at the end of the financial year 48,617 66,301 114,218
Consolidated Company
2004 2003 2004 2003
Notes $000 8000 $000 8000
15. Intangible assets
Goodwill, at cost 196,582 188,482 - -
Less accumulated amortisation {13,073} {3,128} - -
Total net book value of goodwill 183,800 185,354 - -
Goodwill at cost has increased by §8.4m {net of fufure tax benefit of §3.6m) as a result of the recognition of an additional $12m
environmental provision refating to a site which was acquired as a result of the 2003 acquisition of incitec Fertilizers Limited.
16. Deferred tax assets
Future income tax benefit {1vil) 17,108 18,101 13,730 13,184
17. Payables
Current
Trade creditors
external 177,240 113,152 177,240 286,703
entity subject o common conirol 134 - 134 -
wholly-owned confrolied entity {33} - - 120,911 19,435
Sundry creditors and accrued charges
external 15,480 17,669 15,234 4,264
wholly-owned conirolied entity {33} - - 71,500 -
entity subject 1o common conirol - 78 - 78
192,854 130,888 385,012 50,480

Significant terms and conditions

Trade creditors, including expenditures not vet billed, are recognised when the consolidated entity becomes obliged to

make fuiure payments as a result of a purchase of goods or services. Trade payables are normally settled within 32 days
from invoice date 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 approximate their net fair values.
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20.
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Consolidated Company
2004 2003 2004 2003
Notes $000 $000 $000 $000
Interest bearing liabilities
Current
Secured
investment deposit debenfures - 39,088 - 39,088
Unsecured
bank overdrafts - 1.877 - 1.877
redeemable preference shares 558,600 - - -
other loans
investment deposit scheme 8,055 - 8,055 -
wholly-owned confrolied entity - - - 20,818
63,0585 40,683 8,085 61,478
Naon-current
Unsecured
redeemable preference shares - 55,000 - -
- 58,000 - -

Significant terms and conditions
Interest expense is recognised progressively over the life of the loan. Refer to note 31 for financial instruments disclosures.

Net fair values
The directors consider the carrying amount of borrowings to approximate their net fair values.

Redeemable preference shares

A subsidiary of the consolidated enfity issued 11,000 redeemable preference shares at §5,000 per share on 27 May 2003,
redeemabie on 27 November 2004 at face value. Holders receive inferest at 5.38% per annum. Redemption in the sum of $55m will
be funded by the subscription by the Company for ordinary shares in Incitec Fertilizers Limited and be funded by borrowings from
Orica Finance Limited, a common controlied entity.

Investment deposit scheme and investment deposit debentures
Customers may invest funds with Incitec Pivot by way of unsecured notes in the Investment Deposit Scheme issued under the

prospectus dated 19 December 2003, as lodged with ASIC. The interest rate offered at the date of this report is 5.1%. This scheme
replaced the secured investment deposit debenfures.

Current tax Habilities

Provision for income tax {tvih 16,277 6,312 1,245 -

Provisions

Current

Employee entitlements 7,823 9,388 3,406 4,815

Restructuring and rationalisation 6,130 12,979 6,130 8,113

Environmental 14,393 12,471 14,393 7,300

Other 1,531 2,297 1,531 2,297
26,877 37,133 22,460 22,525

Non-current

Employee entitlements 9,101 8,668 2,71 2,161

Restructuring and rationalisation - 823 - 532

Environmental 12,681 - 12,681 -
21,762 9,488 15,372 2,683

Aggregate employee entitlements

Current 7,823 9,388 3,406 4,815

Non-current 2,101 8,668 2,711 2,161
16,824 18,052 6,117 6,978

The present values of employee entitlements not expected 1o be setfled 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 5.4%
Settlement term 10 years
Employees at year end Number Number Number Number
Ful time equivalent 801 850 391 382
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20.

21.

Provisions (continued)

Reconciliations

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

Consofidated Company
Current Provision - Dividends Notes $006 $006
Carrying amount at the beginning of the financiat year - -
Provisions made during the year {25} 16,802 16,802
Payments made during the period {25) {16,802} {16,202}

Carrying amount at the end of the financial year

Current Provisioh - Restructuring and rationalisation

Carrying amount at the beginning of the financial year 12,879 8,113
Transfers from non-current restruciuring provision 823 532
Transfers from subsidiary - 4,674
Asset write-downs {345) (95)
Payments made during the period {7,327} {6,994}
Carrying amount at the end of the financial year 6,130 6,130
Current Provision - Environmental

Carrying amount at the beginning of the financiat year 12,471 7,300
Transfers from subsidiary - 5123

Provisions made during the year
Transfers to non-current environmentat provision
Payments made during the period

12,270 12,270
(12,661} {12,661}
{657} {639}

Carrying amount at the end of the financial year

11,393 11,393

Current Provision - Other

Carrying amount at the beginning of the financiat year 2,297 2,297

Provisions made during the year 487 487

Asset write-downs {170} {170}
Payments made during the period {1,083} {1,083}
Carrying amount at the end of the financial year 1,531 1,531

Non-Current Provision - Restructuring and rationalisation

Carrying amount at the beginning of the financiat year 823 532

Transfers to current restructuring provision {823} {532}

Carrying amount at the end of the financial year

Non-Current Provision - Environmental

Carrying amount at the beginning of the financiat year
Transfers from current envirenmental provision

12,661 12,661

Carrying amount at the end of the financial year

12,661 12,661

Consolidated Company
2004 2003 2004 2003
Notes 3000 $000 $000 $000
Deferred tax liabilities
Deferred income tax 1{vil) 19,049 14,268 4,526 -
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Company/Consolidated

2004 2003

$000 $000
Contributed equity
Share capital
Ordinary shares - 58,281,027 {2003 - 58,281,027} 532,445 532,445
Movements in issued and fully paid ordinary shares of the Company during the past two years were as follows:

Number of | .

Details Date shares ssue price $000
Opening balance 10t 02 14,037,142 52,122
Employee share plan buy-back 17 Dct 02 {222) $9.00 {2)
Conversion from ordinary shares to investor shares 10ct 021031 Jan 03 {6,400} $8.00 {66)
Shares issued in consideration for purchase of Incitec Fertilizers Limited m 1 June 03 40,786,718 $11.47 467 800
Conversion of balance of investor shares to ordinary shares 3 July 03 3,453,788 13,755
Transaction cosis arising pursuant to the listing of incitec Pivot Limited on the (1.274)
Australian Stock Exchange '
Balance 30 Sep 03 58,281,027 532,445
Balance 30 Sep 04 58,281,027 532,445

{1} 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 businesses.

Terms and conditions

Helders of ordinary shares are entitled to receive dividends as declared from time to time and are entitied 1o 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 |sgue price

Details Date shares $000
Opening balance 1 Oct 02 3,447,388 13.697
Conversion from ordinary shares to investor shares 1 0ct 02 to 31 Jan 03 6,400 $8.00 58
Conversion of balance of investor shares to ordinary shares 3 July 03 {3,453,788) {13,755)
Balance 30 Sep 03 - -
Ralance 30 Sep 04 - -

Investor shares enabled ordinary sharsholders who ceased to be customers (and their beneficiaries) to continue to have equity interest in
the Company, and to facilitate employee and commercial eguity investment. A new company constifution following the acquisition of Incitec
Fertilizers 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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Consclidated Company
2004 2003 2004 2003
Notes $000 $000 $000 $000
23. Reserves and retained profits
Reserves
Realisation and revaluation of assels 34,423 34,423 43,686 43,6886
General and other 1,498 1,490 ;] 8
Reserves at the end of the financial year 35,922 35,822 43,694 43,6894
Movement in reserves during the financial year
Realisation and revaluation of assels
Balance at beginning of year 34,423 34,423 43,686 43,686
Increase in revaluation reserve - - - -
Balance at end of year 34,423 34,423 43,686 43,686
General and other
Balance at beginning of year 1,499 - 8 -
Teansfer from capital profit reserves - 1,491 - -
Transfer from forfeited shares reserve - 8 - 8
Balance at end of year 1,492 1,498 8 8
Forfeited shares reserve
Baiance at beginning of vear - 8 - 8
Transfer to general and other - {8} - {8}
Balance at end of year - - - -
Capital profits reserve
Baiance at beginning of vear - 1,481 - -
Transfer to general and other - {1,491} - -
Balance at end of year - - - -
Retained profits
Retained profits at the beginning of the financiat year 5,015 48,444 343 7774
Net decrease in equity due to initial adoption of revised AASB
1028 Employee Benefils - {328} - {191}
Operating profit/{loss) after income tax atfributable
to members of incitec Pivot 75,039 {18,623) 83,704 17,238
Less dividends paid:
2004 inferim and interim special dividend {25} {16,902) - {16,902) -
2003 special dividend {25} - {24,478} - {24,478}
Reatained profits at the end of the financial year 63,152 5015 67,145 343

Nature and purpose of reserves

Realisation and revaluation of assets: The realisation and revaluation of assets reserve includes the net revaluation 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.

Fosrfeited shares: The balance of the forfeited shares reserve has been transferred to general and other reserves,

Capital profits: The balance of the capital profits reserve has been transferred to general and other reserves.
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24.

25.
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Consclidated Company
2004 2003 2004 2003
Notes $000 $000 $000 $000
Total equity reconciliation
Total equity at the beginning of the financial year 573,382 150,185 576,482 117,287
Total changes recognised in the statements of financial performance 75,038 {18,851} 83,704 17,047
Transactions with owners as owners
Dividends provided for or paid {25} {16,902) {24,478} {16,902) {24,478}
Contributions of equity {22} - 467 800 - 467 800
Expenses relating fo the listing on the Australian Stock Exchange {22} - {1,274} - {1,274}
Total equity at the end of the financial year 631,519 573,382 643,284 576,482
Company
2004 2003
$000 000
Dividends
Dividends paid or declared in respect of the year ended 30 September were:
COrdinary Shares
Special dividend of $1.40 per share, fully franked at 30%. paid 16th June 2003 24 478
Interim dividend of 20 cents per share, fully franked at 30%, paid on 8th July 2004 411,856
Interim special dividend of 9 cents per share, fully franked at 30%, paid on 8th July 2004 5,246
Total ordinary share dividends paid in cash 16,902 24 478
Redeemable preference shares
Quartery dividend at 5.36% per share unfranked paid in cash on
27 November 737
27 February 737
27 May 737
27 August 737 737
Total redeemable preference share dividends paid in cash 2,948 737
Total dividends paid in cash 19,850 25215
Subsequent event
Since the end of the financial year, the directors have declared the following dividends:
Ordinary shares
Final dividend of 70 cents per share 100% franked at 30% payable on 8 December 2004 40,797 -
Final special dividend of 30 cents per share 100% franked at 30% payable on 9 December 2004 17,484 -

The financial effect of the final ordinary dividend has not been recognised in the year end financial report and will be recognised in

subsequent financial reports,

Redeemable preference shares

Dividends payable in respect of the redeemable preference shares are accrued in the financial statements on a monthly basis, and
are paid quarterly at 5.36% per share, unfranked. Dividends on these shares have been charged to the Statements of Financial
Performance as borrowing costs because the shares are classified as liabilities {see note 18, Interest bearing liabilities}.

Franking credits

Franking credits available o sharehoiders of the Company at the 30% (2003 at 30%) corporate tax rate after alfowing for tax payable
in respect of the current year's profit of $2,273,083 (2003 $3.241.743). The abilify o utilise the franking credits is dependent upon

there being sufficient available profits o declare dividends.
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26.

Consolidated Company
2004 2003 2004 2003
Notes $000 $000 $000 $000
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 reconciied {o the related items in the statements of
financial position as follows:
Cash {8} 83,845 21,269 83,845 14,440
Bank overdraft {18} - {1,577} - {1,577}
83,846 19,682 83,846 12,883
Reconciliation of {loss)fprofit from ordinary activities
after income tax to net cash flows from operating activities
{Loss)profit from ordinary activities after income tax expense 758,639 {18,623} 83,704 17,238
Depreciation and amortisation {4} 45,317 24,353 10,193 11,428
{Decrease)increase in net interest payable {243} 324 2,291 -
{Increase)/decrease m dividend income receivable from wholly- (33) } } (18,500) }
owned controlied entity
Write-down of property, plant and equipment (significant items} {5} - 22,143 - 21,754
Write-down of property, plant and equipment - {782} - {782}
Write-down of investments in controlied entities {5} - - - 67,497
Loan forgiveness from controlled entities {significant items) {5} - - - {110,458}
Net profit on sale of business (significant tems} {5} - {528} - -
Net {profitiioss on sale of property, plant and equipment {2,238) 100 {2,238) {8}
Changes in assets and liabilities excluding the effects of -
acquisitions and disposals of businesses -
{increasel/decrease in frade and other receivables {8,138) 42,943 {74.456) {4,535}
{increase)/decrease in invenioties {40,649} 63421 (171,926) 36,153
increasef{decrease) in deferred taxes payabile 6,774 4,573 3,890 4,878
increasef{decrease) in payables and provisions 55,648 {46 624} 332,721 10,408
increase/{decrease) in income taxes payable 9,965 4,830 1,246 -
Net cash flows from operating activities 141,475 96,232 167,025 53,673
Cisposal of business
Consideration
cash received - 4,553 - -
disposal costs - {160} - -
- 4,393 - -
Fair value of net assets of business disposed
receivables - 1,800 - -
inventories - 1,971 - -
property, plant and equipment - 174 - -
other assets - 58 - -
other provisions - {138} - -
- 3,887 - -
Profit on sale of business - 528 - -

Cisposal of entities

Buring the 2004 financial year there have been no disposals of businesses. During the 2003 financial year, the operating assetfs and

husiness of the Carrick Stockfeed Mill were divested.
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26.

27.

Consclidated Company
2004 2003 2004 2003
$000 $000 $000 000
Notes to the Statements of Cash Flows {continued}
Acqisisition of businesses/controlled entities
Consideration
non-cash consideration {shares issued) - 467 800 - -
net cash acquired - {103} - -
- 467,787 - -
Fair value of net assets of businesses/controlled entities acquired -
receivables - 114,770 - -
inventories - 189,175 - -
property, plant and equipment - 208,178 - -
other assets - 27,786 - -
payables and interest bearing liabilities - {184 636} - -
provision for employee entitiements - {11,552} - -
provision for restructuring and rationalisation - {9,216} - -
provision for environmental - {5,244} - -
provision for tax - {19,946} - -
- 279,315 - -
Goodwill on acquisition - 188,482 - -

Acyuisition of entities

Buring the 2004 financial year there have been no acquisitions of businesses. During the 2003 financial year, the consolidated entity
acquired incitec Fertilizers Limited. Restructuring and rationalisation provisions were established in order to merge its sperations into

the existing fertiliser business.

Commitments

Capital expenditure commitments
Capitat expenditure on property, plant and equipment
confracted but not provided for and payable:

no fater than one year 413 1,657 413 1,128
413 1,557 413 1,128
Lease commitments
Lease expenditure confracted for at balance date but not
recognised in the financial statements and payable:
no tater than one year §,374 8,871 §,374 3.485
later than one, no fater than five years 16,432 16,115 16,432 8,248
later than five years 24,179 18,066 24,179 11,685
48,985 43,052 48,985 23,438
Representing
non-cancellable operating leases 48,985 43,0562 48,985 23,438
48,985 43,0562 48,988 23,438

28. Contingent liabilities

The following contingent liabiliies are generally considered remote, however the directors consider they should be disclosed. The

directors are of the opinion that provisions are not required.

Discounted bills of exchange

A discounted bill of exchange facility is in place and is utifised by a number of customers for the purpose of trade finance. The
majority of these discounted bills of exchange are used for periods less than 120 days. In the event that bills are not repaid, there is
100% recourse to the Company. In this circumstance the contingancy would crystallise into an actual fisbility and the Company
would repay the bill. The amount would only be written off if the Company was unsuccessful in collecting the underlying debt. Total
discounted bills of exchange outstanding at 30 Septermber 2004 amounted to $13.7m { 2003 §8.9m).

45
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28. Contingent liabilities (continued)

Guaraniees and warranties

The Company has guaranteed seasonal barrowings of certain customers. A 870 million facility is in place with Suncorp
Metway for the calendar year ending 31 December 2004, The amount guaranteed is 4% of the total facifity or $2.8 million. In
the event that customers default on the borrowing, there is recourse to the Company of up Io a maximum of $2.8m. The
amount would be written off if the Company was unsuccessful in collecting the underlying debt. The previous agreement
provided a guarantee of 6% on the value drawn down on the facility, which equated o a conlingent liability of $1.7m at 30
September 2003,

Under the terms of a Deed of Cross Guarantes entered into in accordance with the ASIC Class Order 98/1418 dated 13
August 1988 (as amended), each company which is a party to the Deed has covenanted with the Trustee of the Deed to
guarantee the payment of any debis of the other companies which are party to the Deed which might arise on the winding up
of those companies. The entities which are parly 1o the Deed are disclosed in note 36, Investment in controlied entities. A
consolidated Statement of Financial Position and statement of financial performance for this closed group is shown in note
37, Deed of Cross Guarantee.

The consolidated entity has entered info various long term supply contracts. For some contracts minimum charges are
payable regardless of the level of operations, but in all cases the levels of operations are expected o remain above those
that would trigger minimum paymenis.

There are a number of legal claims and exposures which arise from the ordinary course of business. There is significant
unceriainty as to whether a fulure liability will arise in respect of these lems. The amount of liability, if any, which may arise
cannot be reliably measured al this time. in the opinion of the directors any further information about these matters would be
prejudicial to the interests of the Company.

There are guarantees relating to certain leases of property, plant and equipment and other agreements arising in the ordinary
course of business.

Contracts of sale covering companies and businesseas which were divested in current and prior years include normal
commercial warranties and indemnities to the purchasers. The Company is not aware of any material exposure under these
warranties and indemnities.

From time 1o time the consclidated entity is subject to claims for damages arising from products and services supplied by the
consolidated entity in the normal course of business. Confrolted entities have received advice of claims relating 1o alleged
failure to supply products and services suitable for particular applications. The claims in the entities concemned are
considered to be either mmaterial or the entily is defending the claim with no expecied financial disadvantage. No specific
disclogure is considered necessary.

Environmental matters subject fo regulatory environmental reqgiirements

The Company has created provisions for alt known environmental liabilittes. YWhile the directors believe that, based upon current
information, the current provisions are appropriate, there can be no assurance that new information or regulatory requirements
with respect 1o known siles or the Kentification of new remediat obligations at other sites will not require additional futwre
provisions for environmental remediation and such provisions could be material.

The Company has entered into a voluntary arrangement with the relevant regulatory suthority fo investigate and remediate where
appropriate land and groundwater contamination at Parafield Gardens {South Australia).

Taxation

Consistent with other companies of the size of incitec Pivot Limited, the group is subject fo pericdic information requests,
investigations and audit activities by the Australian Taxation Office. Provisions for such matters will be booked if a present
obligation in refation to a taxation liability exists which can be reliably estimated.
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30.

31.

Standby arrangements and credit facilities

Consolidated Company
2004 2003 2004 2003
$000 $000 $000 000
Committed bank overdraft facilities available 7,000 5 000 7,000 5,000
Arnount of facilities unused 7,000 3,423 7,000 3,423
Committed standby and loan facilities available 220,000 220,000 220,000 220,000
Armount of facilities unused 220,000 220 000 220,000 220 000

The committed bank overdraft facilities are provided by banks and are subject to an annual review. The committed loan facilities
are provided by a related party, Orica Finance Limited with repayment terms ranging from overnight 1o 90 days on arms length
commercial terms.

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 consolidated entity was exposed 10 currency movemenis on net foreign currency amourts payable of $104.4m

{2003 $89.7m}. This exposure was predominantly against the US dallar.

The consolidated entity does not have any material exposure fo currency movements on foreign currency amounts receivable and
payable due to the policy of entering into a range of financial instruments o hedge the consolidated entity’s exposures.

Additional financial instruments disclosures

The consolidated entity uses several techniques to 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 consolidated entity is exposed to foreign exchange movemenis on sales and purchases denominated, either directly or
indirectly, in foreign currencies. Where these exposuras are significant and cannot be eliminated by varying contract terms or other
business arrangements, formal hedging strategies are implemented within policy guidelines. The formal hedging strategies involve
collating and consolidating exposures centrally, and hedging specific fransactions, after taking into account offisetling exposures, by
entering into derivative contracts with entities subject to common contral and exdernal parties in the financial markets. The
derivative instruments used for hedging purchase and sales exposures are option contracts and forward contracts.

For contracts which specifically hedge anticlpated sales and purchases, any unrealised gains and losses on the contracts, together
with the premium of the contracts are carried forward in the Statements of Financial Position and will be recognised in the
Statements of Finandlal Performance at the time the underlying fransaction occwrs.

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

Term Weighted average rate Forward £X Contract
2004 2003 2004 2003
$ & A$000 AS000

Buy LIS dollars / sell Australian doflars
Not later than one year 0.7011 0.8420 110,419 52,618

Buy Euro / sell US dollars
Not later than one year - 0.5391 - 236
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The profifebility of the principal nitrogen manufsciuring facility located at Gibson Island is impacted by foreign exchange
movements due o the manufactured inpuls {gas, sleclricity, labour) being Australian dollar linked whilst the manufactured oulputs
{urea and ammaonia} are sold on a United States dollar import parity basis. These contracts are timed o mature in quatterly
intervals fo match anticipated sales of product manufactured at this facility over the following years subjact to limits approved by the
Board of Directors. The amount of anticipated future sales is forecast in light of plant capacities, current conditions in domestic
agricultural and industrial markets, commitments from customers and historical seasonal impacts. All sales from the start of each
guarter are designated as being hedged until all hedge contracts are fully utilised.

The table below summarises collar option contracts previously taken out to hedge the culput of the Gibson Island plant. These
contracts have now matured.

Waighted average AUD/USD sirke rate Contract amounts
2004 2003 2004 2003
$ $ $ 3 US$000 LSB000
Bought Sold Bought Sold
AUDcalt AUDput AUDcall  AUD put
options options opliong options
Not later than one year - - 0.58 0.43 - 55,000

The Company has alse bought a series of AUD Call/USD 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 Statements of Financial Position and will be recognised in the Statements of Financial
Performance at the time the underlying transaction occurs. All costs associated with these contracts have been incurred.
Favourable outcomes will oceur when the exchange rate at maturity is higher than the strike rate established at the inception of the
hedge. These contracts aliow full participation in favourable cutcomes resulting from decreases in the AUD/USD exchange rate,
but limit the unfavourable outcomes resulting from AUDYUSD exchange rate increases.

The table below summarises the vanilla option™ contracts taken out to hedge sales of the output of the Gibson Island plant.

Term Weighted average Condract amounts
AUDIUSE strike rate

2004 2003 2004 2003
$ 3 A$000 AS000
Not later than one year 0.6827 - 50,000 -
Later than one year but not later than two years 0.6824 0.6781 30,000 20,000
Later than two years bul not later than three years 0.6789 06781 15,000 18,000
Later than three years but not later than four years - 0.6781 - 10,000
Total 95,000 44,000

1) Vanilla options represant basic foreign currency options where the buyer has the option but no obligation to purchase currency on maturity. The
aption would only be exercised if the rate was favourabie fo the strike rate.

Foraign exchange translation risk management

The consolidated entity has no foreign operations and therefore is not exposed to translation risk resulting from foreign exchange
rate movements impacting on the AUD equivalent value of self-sustaining foreign operations.

Interest rate risk management

The consolidated entity is exposed to interest rate risk on oulstanding interest bearing lisbilities and investments. The mix of
fioating and fixed rate debt is managed within guidelines determined by the Treasury Steering Committee. These contracts were
established by Incitec Fertilizers Limited prior to its acquisition.

interest rafe swaps

Interest rate swaps provide the consolidated entity with the facility 1o raise long term borrowings at floating or fixed interest rates
and effectively swap the interest obligation into fixed or floating interest rates respectively. The notional amounts of interest rate
swaps as summarised on the following page represent the contract or face values of these derivatives. The notional amounts do
not represent amounts exchanged by the parties. The amounts o be exchanged are net settled and will be calculated with
reference to the notional amounts and the pay and receive inlerest rates determined under terms of the derivative contracts. Each
contract involves quarterly or biannual payment or receipt of the net amount of interest.
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The notional principal amounts and periods of expiry of these interest rate swap contracts are as follows:

2004 2003
$000 $000
Not later than one year 5,000 131,000
Later than one year bul not ater than five years - 5,000
Notionat principat 5,000 15,000
Fixed interest rate range p.a. 8.47% 545% - 8.56%

Floating interest rate range p.a. 4.98% - 5.58%

4.71% - 5.00%

interest rate risk

The consolidated entity's exposure to interest rate risk and the weighted average effective interest rates on financial assels and

fiabilities at balance date are;
Fixed interest rates

Floating  tyearorless tiobyears 5 years Neon- Total Weighted
interest rate or more interast average
bearing effective
interest
rate
Notes 000 3000 $000 $000 $000 3000 % p.a.
30 September 2004
Cash assets {8} 83,144 102 83,846 529
Trade debtors (t0) 98,384 98,384
Total financial agsefs 83,744 98,488 182,230
Trade creditors (t7) {177,314y (177,374)
Other horrowings (18} {8,055) {8,055) 510
Employee entitfernents (20) {8,101y  {7,823) {16,924} 4.00
interest rate swaps 5,000 {5,000) " 847
Redeemable preference {55,000) {65,000) 5.36
shares (18}
Total financial liabilities {3,055} {60,000} {8,101) (185,197)  (257,353)
Net financial 80,689 {60,000} {8,101) (86,711) {75,123}
assets/(liabilities)
30 September 2003
Cash assets {8} 14,418 5,851 21,269
Trade debtors {10} 101,050 101,050
Total financlal assets 14418 107 804 122 318
Trade creditors {17} (113,482} (113,152)
Bank overdraft (18} {1,577} {1,577} 8.25
Other borrowings {18} {39,088) {39,088} 4.75
Employee entitlements 20} {8668}  {9,386) {18,052 420
interest rate swaps @ 15,000 {15,000 - 6.48
Redeemable preference
shares (18) {55,000) (55.000) 5.36
Total financial labilities {25 B53) (15000) {55000y  (8,666) (122538; (226.867)
Net financial
assets/(liabilities) (11,245) (15000) (55000} {8,666) (14637} (104,548)

{1} Weighted average effective interest rate includes offshore funding at local rates,
{2} Notional principal amount.
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Liguidity risk management
Liquidity risk arises from the possibility that & market for derivatives may not exist in some circumstances. To counter this risk, the
consolidated entity deals only in derivatives in highly iguid markets.
Credit risk management

Credit risk represents the loss that would be recognised if counterparties failed to meet their obligations under the contract or
arrangement. The major exposure to credit risk arises from rade receivables which have been recognised in the Statements of
Financial Position net of any provision for doubtfut debis (see note 10, Receivables) and from derivative financial instruments.

The credit risk exposure arising from derivative financial instruments is the sum of all contracts with a positive replacement cost.
As at 30 September 2004, the sum of all contracts with a positive replacement cost was $4.3m (2003 $18.7m}.

Net fair values of financial assets and liabiliies

On-balance sheet financial instruments

The directors consider that the carrying amount of recognised financial assets and liabilities approximates their net fair values. Far
values of monetary financial assets and financial liabilities not readily traded in an organised financial market are determined by
valuing them at the present value of contractual fudure cash flows on amounts due from customers, reduced for expected credit
tosses, or amounts due to suppliers. Cash flows are discounted using standard valuation technigues at the applicable market yield
having regard to the timing of the cash flows.
Off-halance sheet financiaf instrurnents
The net fair values of the consclidated entity’s unrecognised financial assets and liabilities at balance date ara:

Net fair value

2004 2003

$000 000
Interest rate swaps (9) {202)
Foreign exchange option contracts 6,627 14,088

Net fair values of unrecognised financial instruments are determined according 1o the estimated amounts which the consolidated
entity would be expected to pay or receive to terminate the contracts. These values are determined using standard valuation
techniques.

32. Employee share plans
Incitec Pivot Executive Long Term Incentive Plans

Under the long term incentive plans, which are administered by Watson Wyatt Australia Pty Lid the Company may grant awards fo
executives as follows:

Retention Plan

At the time of the merger of Incitec Fertilizers Limited and Pivet Limited, the Board recognised that a crucial element to the
success of the new enterprise was the retention of key executives to ensure the capture of synergies and the uninterrupted
delivery of service to our customers. To that end a one-off award was granied to participaling executives (including specified
executives and the specified executive director) in respect of the period from 1 June 2003 to 30 September 2005, satisfied by the
provision of an interest free, limited recourse, unsecured loan by the Company, applied o the purchase in aggregate, of 107,925
shares in the Company. The shares may be forfeited by a participating executive if that executive ceases to be employed by
incitec Pivot prior to 30 September 2005. The lban is repayable on the earlier of the executive ceasing o be employed by Incitec
Pivot, the executive selling his/her shares or three years after the loan is made. Upon satisfaction of the retention criteria, the
amount of repayment due in settlement of the loan will be 48.5% of the outstanding balance. Any dividends will be applied on an
after tax basis to reduce the loan balance. The executive cannot deal in these shares untdl 30 Seplember 2005,

Performance Plan

Participating executives {including specified executives and the specified executive direcior) may be eligible to receive an award
under the long term performance incentive plan, dependent on the achievemaent of centain performance measures over a rolling
three year period. Adoption of this longer termn incentive creates the opportunity, and provides the discipline, for participating

exacutives to contribute to short term performance but with full regard o the delivery of sustainable growth in shareholder value.

For the period from 1 Cctober 2003 to 30 September 2006, participating executives were each advanced a limited recourse,
ungecured loan by the Company, to be applied towards the purchase of shares in the Company. In aggregate 92 856 shares
have been allocated to participating executives. The shares may be forfeited by a participating executive if that executive ceases
o be employed by Incitec Pivet prior 1o 30 September 2006 The loan or part thereof will be walved on or after 1 Qctober 2008,
subject to the Company achieving certain financial performance hurdles. Upon the waiving of any loan amount, the executive
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will have full, unrestricted owniership of shares 1o the value of the loan wakver. Prior to any loan waiver being awarded, executives
cannot deal in these shares. The loan is immediately repayable by an executive ceasing to be employed by incitec Pivot via the
sale of shares purchased under the plan terms. The loan is considered o be repaid in full upon the fransfer to the Company of
the total share sale proceeds. Loans, or portions of those loans, can also be repaid via direct payment from participating
executives. Interest is charged on this loan at the FBT benchmark rate {currently 6.55%). Net cash dividends after personal
income tax obligations will be applied to reduce the loan balance. The employee cannot deal in these shares until 1 Cetober
2008. Shares may be sold after the loan on those shares has been fully repaid.

Awards may be offered under the terms and conditions of the performance plan each year, subject {6 a cap of three imes the
executive's maximum annual remuneration under the terms and conditions of the plan. The ultimate benefit received by
executives is dependent upon performance over the rolling three yvear period.

Employee Share Ownership Plan
On 28 October 2003 the Board established the Incitec Pivol Employee Share Cwnership Plan (ESOP). The ESOP is administered
by the Plan Manager, Watson Wyatt Australia Pty Lid

A sub-commitiee of the Board of Directors determines which employees are eligible to receive invitations to participate in the
ESOP. invitations are made lo eligible employees on the following basis:

»  shares acquired are sither newly issued shares or existing shares acquired on market.
» amployees are each entiled {o acquire shares with a market value to a maximum of §1,000.
« employees salary sacrifice the value of the shares by equal deductions through to 30 June the following year.

« amployeses cannot dispose of the shares for a period of three years from the date of acquisition or untit they leave their
employment with the consclidated entity, whichever oceurs first.

« employees who leave the consolidated entity must salary sacrifice any remaining amount prior to departure,

Number of murnper of
Date shares parficipants participants  Shares held at  Shares held at
Grant become 30 September 30 September 30 September 30 Sepltember
date unrestricted 2004 2003 2604 2003
18-Mar-04 18-Mar-07 350 - %111 -
7-Jun-04 7-Jun-07 350 - 9,210 -
18,321 -
These shares rank equally with all other fully paid ordinary shares from the date acquired by the employee and are eligible for

dividends.
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33. Related party disclosures
Controlling Entities
The immediate parent entity is Orica IC Assets Lid and the ultimate parent entity is Orica Limited, both incorporated in Australia.
Specified director and specified executive disclosures
Specified director and specified executive disclosures other than the director transactions listed below are set out in note 35,
Director and executive disclosures.
Other directors’ transactions

Mr Witcombe received a debt waiver of $128,000 from Orica Limited. This debt walver was triggered as a result of performance
fargets being met in 2004, in relation 1o a share purchase plan from Grica Limited, the ultimate parent entity. These arrangements
were pul in place when Mr Witcombe was employed by Incitec Lid, and were terminated at the time of the merger of Incitec
Fertilizers Limited with Pivot Limited.

The following transactions, entered into during the year with directors of the Company, were on terms and conditions nae more
favourabile than those available to other customers, suppliers and employees:

«  Duwring the year Mr McCallum purchased fertiliser to the value of 328,779 from the Company, the balance owing at
30 September 2004 was $nif (2003 §6,334).

»  During the year Mr Delahunty had funds invested in the Company Invesiment Deposit Scheme. The interest rate offered is no
more favourable than offered to all other investors in the scheme. At the date of this report Mr Delahunty had §nil funds
invasted in the Company Investment Deposit Scheme (2003 $18,781).

«  Mr MeCallum and Mr Trebeck are directors of GrainCorp Limited, 1o which the Company sold fertiliser products to the value of
$30,070,255 and purchased services (including shed and site rental) to the value of $1,560,080. All dealings with Graincorp
are on normal commercial terms and conditions.

« Mr Trebeck is a principal of ACIL Yasman Pty Lid which provided consulting services to the Company 1o the value of $6,000.

Transactions with wholly owned conirolled entifies
Transactions between Incitec Pivot and entities in the wholly owned group during the year included:

« Effective 1 November 2003, the Company was appointed as undisclosed agent for incitec Fertilizers Limited. The Company
manages certain operations of Incitec Fertilizers Limited, including manufacturing, marketing, selfing, invoicing and
distribution, and has assumed management of working capital. Incitec Fertilizers Limited has invoiced the Company for
fertiliser sales made on its behalf, net of variable costs and amount to $71.5m. Fixed costs incurred by the Company in the
performance of its obligations amounting to $24.8m (2003 §nil ) have been charged fo Incitec Ferlilizers Limited. In addition at
nception of the agency agreement, the working capital of Incitec Fertilizers Limited of $120.9m was bought by the Company
and funded via a loan account.

«  Prior o being appoinded undisclosed agents for incitec Fertilizers Limiled, the Company sold fertiliser to Incitec Fertilizers
Limited to the value of $1.3m (2003 §7.3m).

» Inecitec Ferilizers Limited declared and paid an interim dividend of $18m and declared a final dividend on 30 September 2004
of $18.5m. This dividend is elimated on consolidation.

« Nointercompany loans were forgiven during the year ended 30 September 2004 (2003 $110.5m).

» Management fees were received and paid by Incitec Pivot for accounting and administrative assistance on normal commercial
terms and conditions and in the ordinary course of business.

Transactions with other related parties

All transactions with other related parties are made on normal commercial terms and conditions and in the ordinary course of
business, unless otherwise stated. Transactions during the year were:

»  Sales of products {mainly urea and sulphuric acid) fo the value of $28.5m (2003 $8.5m) to Orica Australia Pty Lid.
*  Sales of sulphuric acid to Orica Austratia Pty Lid at cost of 8 7m (2003 $nil).

»  Under various service level agreements, fees of $11.1m (2003 $4.7m} were received / receivable by the Company from Qrica
Australia Pty Lid.

» Purchases of products and services to the value of $10.7m {2003 $8.9m} from Orica Australia Pty Lid.

s«  Under a service level agreement, fees of $8.0m {2003 $4.7m) were paid/payable o the ultimate parent entity in relation to
accounting, information technology, engineering and administrative services.

 Interest expense paid or payable by the Company for money borrowed from Orica Finance Limited was $1.7m {2003 $0.9m).

«  Stamp duty on the transfer of assets from Incitec Lid to Incitec Fertilizers Limited of $10.7m has been paid by the ultimata
parent entity Orica Limited under the terms of the merger implementation deed.

» Under the terms and conditions of the merger implementation deed, Orica Limited contributed $2.0m fo the corporate costs of
the Company. The corporate cost contribution agreement will cease 30 May 2005
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* Insurance cover was purchased from Orica Insurance Ply Limited, a wholly owned subsidiary of the ultimate parent entity on
normat terms and conditions to the value of $13.6m for the year ended 30 September 2004 (2003 $1.8m}.

» Insurance claims were received or receivable from Orica Insurance Ply Limited, a wholly owned subsidiary of the ultimate
parent entity on normal terms and conditions to the value of $9.7m {2003 $nil).

» The spouse of Mr Fazzino, the Chief Financiat Officer, is a pariner in the accountancy and tax firm PricewaterhouseCoopers
fram which the Company purchased services of 30.4m. Mr Fazzino's spouse does not directly provide these services.

Additional related party disclosures
Additional relevant related party disclosures are shown throughout the notes to the financial statements as follows:

Interest income and expensa notes 3, 4
Cash assets note 9
Receivables note 10
Investments in controlied entities notes 13, 36
Payables note 17
Interest bearing labilities note 18

34. Superannuation commitments

54

The consolidated entity contributes to a number of superannuation funds that exist to provide benefits for employees and their
dependants on retirement, disability or death. The superannuation funds cover company sponsored funds and mult-employer
industry/union plans.

Company sponsored plans

»  The principal benefils are pensions or lump sum payments for members on resignation, retirement, disability or death. The
beneafite are provided on either a defined benefit basis or a defined contribution hasis.

» Employee contribution rates are either fixed by the rules of the funds or selected by members from time o time from a
specified range of rates. The employer companies contribule the balance of the cost required o fund the defined benefiis or,
in the case of defined contribution funds, the amounts required by the rules of the fund.

»  The contributions made by the employer companies o defined contribution funds are legally enforceable.

Industryfunion plans
«  Some controlied entities participate in industry/union plans on behalf of certain employees.

» These plans operate on an accumulation basis and provide lump sum benefits for members on resignation, retirement,
disability or death.

» The employer entity has a legally enforceabtle obligation to contribute a regular amount for each employee member of these
plans.

«  The employer entity has no other legal liability to contribute 1o the plans.

Flexible Benefits Super Fund

During the year the consolidated entity made employer contributions of §4.1m (2003 $0.8m) to the defined benefit fund. Employer
contributions by the Company to the defined benefit fund during the year were 3nit (2003 $nil).

The consolidated entities’ proportionate interest in the accrued benefits, based on the most recent actuarial assessments or
estimates, the plan assets at most recent estimates of net market values and the vested benefits as at the most recent reporting
date are:

2004
Accrued benefits Net market value Net surplus Vested henefits Net surplus
plan assets acecrued vested
benefits to plan benefits to plan
assets assets
$000 000 $000 5000 $000
The Flexible Benefits Super Fund 72,300 73,100 BOO 72,300 800
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Superannuation commitments {continued)

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 ullimate parent entity, Orica Limited. Only certain employees of incitec Fertilizers Limited
are members of The Flexible Benefils Super Fund. The Flexible Benefits Super Fund has a defined benefit member category and
defined coniribution member category. The halance date of the fund is 30 June. The full actuarial review as at 30 June 2003,
performed by G E Miller FIAA was completed during the year. The next full actuarial review is due at 30 June 2006,

Asset values are estimated at 30 September 2004, based on sudited values as at 30 June 2004, adjusted to reflect estimated
investment performance between 1 July 2004 and 30 September 2004. The estimate for accrued benefits and vested benefits has
been calculated using membership data as at 30 June 2004, adjusted fo reflect estimated investment performance, expected
cashflows and benefit accrual between 1 July 2004 and 30 September 2004,

Differences between accrued benefils 1o plan assets ‘'deficits’ depend on many diverse factors and can vary significantly over time
having regard for movements in investment markets, fulure salary increases and changes in employee patterns. The consolidated
entity’s current intention is to make contributions fo defined benefit funds at a rate recommended by the acluary. 1t is expected that
the contribution rates will be determined after taking into account sound actuarial principles and would be designed to enable all
defined benefits to meet retirement expectations and relevant regulatory requirements as and when they fall due.

Director and executive disclosures

Directors
The following persons were directors of the Company during the financial year:

4 € Watson AM, Chairman L b Belahunty G R Liebelt
8 Healey, Deputy Chairman B J Gibson A D McCallam
G J Witcombe, Managing Director and CEO A C Larkin D B Trebeck

Executives {other than directors) with the greatest authority for strategic direction

The following persons form part of the executive team and are the executives (“specified executives”) with the greatest authority for
the strategic direction and managemaent of the consolidated entity during the financial year:

Name Position

J W Eimer General Manager Human Resourcas

4 E Fazzino Chief Financiat Officer

K J Gleeson General Counsel and Company Secretary
R Hoggard General Manager Manufacturing

J M Lloyd General Manager Commercial

DARoe ™ General Manager Planning

4 R Warnock General Manager Logistics and Supply

{1} Mrs Glzeson was appointed ¢ February 2004, replacing Mr Sharma who was formerly the General Counset and Company Secretary.

{2y Mr Roe was appointed 1 January 2004, his position of General Manager Planaing is a newly craated position,

Remuneration of directors and executives

The Company’s remuneration policy is directed at underpinning a high performance organisation. The focus of its remuneration
strategy is on performance and accountability. Executive remuneration packages are designed o support the delivery of
outstanding returns for shareholders by aligning performance related reward with value delivered to shareholders. |t is the broad
policy of the Company that the remuneration structure will:

* support the Company's philosophy and values;
« reinforce both the short and long term objectives of the Company;
« provide a commaon interest belween management and shareholders; and

« be sufficientty competitive in the markets in which the Company operates to atiract, motivate and retain high calibre
exacutives.
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Base salary

For each execulive, base salary is determined by reference o independently provided external remuneration data for comparable
positions in comparable organisations and having regard to the gualifications, experience and performance of the individual, and
the scope and responsibilities of the position. Base salary i$ reviewed on an annual basis and may be adiusted to reflect changes
in comparable external remuneration arrangements, and individual performance.

incentive pltans

Short term and long term incentive plans offered by the Company are designed o reward execulives in circumstiances where
minimum acceptable standards of performance at a personal and Company level are exceeded in respect of financial and other
outcomes which contribute to sustainable growth in shareholder value. Incentive compensation is at risk for each exaculive and is
not awarded, or is reduced, if the required targets are not met.

Shortt term incentive plan: The short term incentive plan provides the opportunity for incentive compensation in the form of a cash
reward baged on the achievernent of performance targets which are specified at the commencement of each financial year and
measured at the completion of the financial year. Performance targets represent a stratch beyond minimum requirements and
include measures related o earnings, sconomic profit, return on funds employed, cash flow, safety performance and environmentat
compliance levels. The Board considers superior oulcomes in these areas {0 be fundamental to the well being of its employees, the
community and the financial performance which creates growth in shareholder value.

For spacified executives, target incentive levels are 15% or 20% of base salary which reflect prevatling relevant extemnal
remuneration benchmarks. These incentive levels can increase to 30% or 40% of base salary respectively where performance
exceeds target measures.

Long term incentive plans: Under the long term incentive plans the Company may grant awards 1o executives as follows:

Retention Plan

At the time of the merger of Incitec Ferlilizers Limited and Pivot Limited, the Board recognised that a cruciat element to the
suceess of the new enterprise was the retention of kay executives o ensure the capture of synergies and the uninterrupted
delivery of service o our customers. To that end a one-off award was granted to participating executives {including specified
executives and the specified execulive director) in respect of the pariod from 1 June 2003 to 30 September 2005, salisfied by
the provision of an interest free, limited recourse, unsecured loan by the Company, applied to the purchase in aggregate, of
107 925 shares in the Company. The shares may be forfeited by a pariicipating executive if that executive ceases o be
employed by Incitec Pivot prior to 30 September 2005. The foan is repayable on the earlier of the executive ceasing to be
employed by Incitee Pivol, the executive selling his/her shares or three years after the loan is made. Upon satisfaction of the
retention criteria, the amount of repayment due in settlement of the loan will be 48.5% of the outstanding balance. Any
dividends will be applied on an after tax basis to reduce the loan balance. The executive cannot deal in these shares until 30
September 2005

For participating specified executives, the loan represents 25% per annum of base salary as at 1 June 2003 (being the date of
the merger) applied for the 2.33 years represented by the period 1 June 2003 to 30 September 2005. For the Managing
Director and CEQ {the “specified executive director”) the loan is based on 35% per annum of base salary as at 1 June 2003
applied for the 2.33 years represented by the pericd 1 June 2003 to 30 September 2005

Performance Plan

Participating executives {including specified executives and the specified executive director) may be eligible to receive an
award under the Long Term Performance Incentive Plan, dependent on the achievement of cerlain performance measures
over a rolling three year period. Adoplion of this longer term incentive creates the apportunity, and provides the discipline, for
participating executives to contribute to short term performance but with full regard 1o the delivery of sustainable growth in
shareholder value.

For the period from 1 October 2003 to 30 September 2008, participating executives were each advanced a limited recourse,
unsecured loan by the Company, to be applied towards the purchase of shares in the Company. In aggregate 82,858 shares
have been allocated o participating executives. The shares may be forfeited by a participating executive if that executive
ceases to be employed by Incitec Pivol prior to 30 September 2006. The loan or part thereof will be waived on or after 1
October 2008, subject to the Company achieving certain financial performance hurdles. Upon the waiving of any loan amount,
the executive will have full, unrestricted ownership of shares to the value of the loan waiver. Prior o any loan walver being
awarded, executives cannct deal in these shares. The loan is immediately repayable by an executive ceasing 1o be employed
by incitec Pivot via the sale of shares purchased under the plan terms. The loan is considered to be repaid in full upon the
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transfer to the Company of the total share sale proceeds. Loans, or portions of those loans, can also be repaid via direct
payment from participating executives. Interest is charged on this logn at the FBT benchmark rate {currently 8 55%). Net
cash dividends after personal income tax obligations will be applied to reduce the foan balance. The employee cannot deal in
these shares until 1 October 2006. Shares may be sold after the loan on those shares has been fully repaid.

For specified executives, the loan represents 25% of base salary as at 1 January 2004, For the specified executive direcior,
the loan represents 70% of base salary as at 1 January 2004

Awards may be offered under the terms and conditions of the performance plan each year, subject {o a cap of three times the
executive’s maximum annual remuneration under the terms and conditions of the plan. The ulimate benefit received by
executives is dependent upon performance over the rolling three year period.

There is currently no Australian Accounting reguirement to record an expense for the fair value of the shares {(which have been
reated as options) issued in 2004, However AASB1046: "Director and Executive Disclosures by Disclosing Entities” require Incitec
Pivot to derive a value for these itemms and include the value in the director and executive remuneration disclosuras. An option
pricing mode! was adopied to derive a value. Loan forgiveness is incorporated into the aplion valuations.

Post retirement benefits

The consolidated entity contributes to a number of superannuation funds that exist to provide benefits for s employees. Thereis a
combination of defined benefit and accumulation type plans. Al specified executives and the specified executive director are
members of accumulation plans.

Other benefits

Other benefits which can be paid under specified circumstances include relocation allowances, rental assistance and gap
payments in relation 1o health expenses. Additionally, alt executives are eligible to participate in an annual health assessment
program designed o ensure executives have their health status reviewed on 8 regular basis.

Remuneration of Managing Director and CEG — Outline of employment contract

The Company has entered into an employment agreement with the Managing Director and CEQ, Greg Witcombe. The agreement
provides for an annual base salary of $644.000 and other benefits on terms commensurate with his position, the industry and the
size of the Company including lermination entitlements of 1.68 times his base satary, other than for gross misconduct. The
agreement, including base salary is reviewed annually, having regard to comparable external remuneration arrangements and
individuat performance and may be adjusted accordingly. The agreement may be terminated by three months notice given by
either party and includes provisions relating to confidential information and post termination restraints.

The agreement also includes an entitement for the Managing Director and CEQ 1o participate in the annual Short Term incentive
Plan. This is based on 30% of base salary and is subject to achievement of cerfain performance targets, and for over performance
of such targets, can increase to 80% of base salary. In addition the Managing Director and CEQ is eligible to participate in the
Long Term Performance Incentive Plan. His participation in the Retention Plan is based on 35% per annum of base salary applied
o the 2.33 years {representing the pericd 1 June 2003 to 30 Septemmber 2005} and in respect of the Performance Plan, for
performance from 1 October 2003 to 30 September 2008 is based on 70% per annum of base salary, subject to achievement of
cerlain performance targets, and for over performance of such targets can increase to 140% per annum of base salary.

Non-executive directors’ remuneration

Non-executive directors’ fees, including committee fees, are determined by the Board within the aggregate amount of $1,000,000,
which was approved by shareholders at the December 2003 Annual General Meeting. In determining the level of fees, the Board
reviews external professional advice and survey data on fees paid by comparable companies and considers this against the level
of remuneration required to attract and retain directors of the appropriate cafibre. Non-executive directors are not entitled to any
form of incentive payments.

The Board decided 1o phase out retirement allowances and any directors joining the Board subsequent to 30 May 2003 are not
entitled to receive g refirement allowance Retiring non-executive directors appointed before 1 June 2003 will retain their
contractuat allowances. This policy entitied these directors to a retirement benefit after 10 years of service equal to the total of the
benefits received by him from the Company in the three years immediately preceding the date of retirement. The retirement benefit
will be paid pro-rata for less than 10 years of service.
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38. Director and executive disclosures (continued)

For the year endead 30th September

Primary Post Eguity Other
employment compensation compensation
Spectifiad directors Fees / Shert-term Nan- Sizper-
Base incentive moretary anruation Value of Termiration Other
sakary borus benefits benefits aptions & benefits Totat
Yaar 3 § 3 g 3 k3 k3 §
Specifed executive dirsctors
- Current
& 4 Witcombe 2004 624,382 228,748 70,609 14,147 79,265 - - 1,014,222
Managing Director and CEQ 2003 199708 108377 - 2,627 - - 25801 347,601
- Formar
C GlLeon 2004 . . - - - - - -
Managgng Director and CEQ 2003 209,116 47,250 - 7.560 545,000 - 1,209,256
Specifed non-executive directors
- Currant
J € Watson, Chairtear 2004 193,908 - - 18,868 - - - 212,762
2003 108,335 - - 9.875 - - - 118,343
L M Delahurty 2004 75,344 - - 7,313 - - - 82,8667
2003 47531 - - 4,658 - - - 52180
8 J Gigson 2004 74,500 - - - - - . 71,500
2003 18,332 - - - - - - 18,333
B Healey 2004 71,500 - - 3,083 - - - 74,582
2003 18,333 - - 1,853 - - - 19,583
A C Larkir: 2004 84,386 - - 8,180 - - - 92,576
2003 22,145 - - 2083 - - - 25228
G R Liebelt ¥ 2004 74,500 - - . . - . 71,500
2003 18.333 - - - - - - 18,333
A B MeGallure: 2004 93,427 - - 9,087 - - - 102,484
2003 65,835 - - B.536 - - - 72374
T B Trebeack 2004 75,344 - - 7,313 - - - 82,8667
2003 20,833 - - 1875 - - - 22708
- Formay
I A Landon 2003 26,887 - - 2,800 - 120,000 - 149,067
B 5 Gilbert 2003 26,557 - 2,400 - 58,014 - 88,081
J Hasker 2003 26,887 - - 2,800 - 42,740 - T1.807
T R Robbirs 2003 26,887 - - 2,800 - 40,077 - 69,144
Total specified diractor 2004 1,261,281 228,749 70,609 64,938 79,266 - - 1,804,922
Total specified dirsetor 2003 926,138 155,827 - 47 895 - 1,206,821 25,891 2,382 382

1)  Non monetary benefits include frings benefits tax paid and morigage interest subsidy,

{2y The benefit received as a result of participation by the specified dirgctor in the long ferm incentive plansg have been freated as options. The fair
value of the options has been estimated using a Monte Carlo simulation model, which generates possible future prices for the underlying shares

based on assumptions similar to those underpinning the Black-Scholes option pricing modet. Multiple simulations were performed to determine the
mean value. The fair value has been allocated svenly over the period from grant date to vesting date, being 30 September 2005 and 30 September

2006 for the retention plan and perforynance plan respectively. The value disclosed above represents the portion of fair value allocated to this

reporting period.

{3} Fees of $71,500 per director, par annutn are paid fo their emplover, Orica Lifnited, the ulfimate parent entity.
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38. Director and executive disclosures (continued)

For the year endead 30th September

Primary Post Eguity Other
employment compensation compensation
Specified axecutives Short-farm Man- Super-
Base incentive moretary anruation Value of Termiration Other
satary bonss bernefits T Denefifs aptinng & pensfifs Tostzst
Year 3 [ $ g 3 3 k3 ¥

Cutrant

W Elmer 2004 268,782 50,438 - 11,807 12,508 - - 343,320
Gererat Manager Human Resources 2002 254 338 47 283 - 11,246 - - - 312754
4 Farzino 2004 273,862 68,872 18,102 11,147 12,683 - - I82,482
Chief Finareiat Officer 2003 86,363 23,8585 - 2827 - - - 113875
H Glesson & 2004 167,684 29,5802 - 7112 4,828 - - 199,108
Generat Counsel & Company Secratary 2003 - - - - - - - -
# Hoggard 2004 280,127 67,132 28,443 11,147 12,501 - - 399,381
Gererat Manager Manufacturing & SHEE 2003 86,363 22,5485 - 3827 - - - 113875
J Eloyd 2004 276,822 74,682 8,799 35,838 13,868 - - 408,538
Gererat Manager Commearcial 2002 243,235 52,165 - 34,724 - - - 330,144
o Roa'® 2004 171,602 31,880 8,254 8,287 5,212 - - 226,348
fGenerat Marager Planning 2003 - - - - - - - -
4 Warnock 2004 247,802 62,762 18,671 11,147 11,488 - 1271 352,80
Gererat Manager Logistios & Supoly 2003 TB.T732 21,324 - 3827 - - - 101.87%
Former

A K Sharma 2004 92,002 - 212,144 7.083 - 124,521 - 435,750
Gererat Counsel & Compary Secratary 2003 TR.TOE 18,751 3827 - - - 102,123
A McKandrick 2004 - - - - - - - -
Company Secralary 2003 180,688 20,793 28,34 - 311.585 - 529,757
£ Bmithy 2004 - - - - - - - -
Chiet Finanoai Officer 0032 225,445 26877 - 16,652 - 427 827 - T10.74%
Total specified axecutives 2004 1,767,121 385,070 233,413 102,276 Fi122 124,524 1,271 2,747,804
Tolal specified executives 2003 1,248,867 224,505 - 103,467 - 735,822 - 2325065

1. Non monestary benafits indlude fringe benefits tax paid and morgage interast subsidy,

2. The benefit received as a result of participation by the specified executives in the long term incentive plans have been treated as options. The fair

valug of the options has been estimated using a Monte Carlo simulation model, which generates possible future prices for the undarlying shares

based on assumptions similar o those underpinning the Black-Scholes option pricing modet. Multiple simulations were performed to determine the
mean value. The fair value has been allocated evenly over the period from grant date to vesting date, being 30 September 2005 and 30 September

2006 for the retention plan and performance plan respectively. The value disclosed above represents the portion of fair value allocated to this

reporting period.

3. Mrs Gleeson was appointed 8 February 2004, replacing Mr Sharma,

Mr Roe was appointed 1 January 2004,
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38. Director and executive disclosures (continued)

&0

Service agreements

Remuneration and other terms of employment for My Witcombe, the Managing Director and CEO and the specified executives are
formalised in employment contracts. Each of these contracts provides for the participation in the performance related short term
incentive plan (cash bonuses), the long term incentive plans and other benefits including annual health assessment,
superannuation and participation. A three month nofice period for termination of the contract applies. The major provisions of the
agreements relating to remuneration are set out in the table below:

Name Date of Annual Short term Long term Notice period Termination
appointment to base salary  incentive plan  incentive plan under payment 9
position o target levels target levels contract
G J Witcombe 1 June 2003 $644 000 30%-80% 70-140% 13 weeks £1.081 920
JW Eimer 1 June 2003 $284 000 15%-30% 25-50% 13 weeks $142 000
J E Fazzino 1 June 2003 $290.000 20%-40% 25-50% 13 weeks $287,769
K J Gleeson 9 February 2004 $280,000 15%-30% 25-H0% 13 waeks $130,000
R Hoggard 1 June 2003 $283,500 20%-40% 25-50% 13 weeks $282 223
J M Lloyd 1 June 2003 $315 000 20%-40% 25-50% 13 weeks $157 500
D A Roe 1 January 2004 $240 000 15%-30% 25-50% 13 weeks $325 282
4 R Warnock 1 June 2003 $265 000 20%-40% 25-50% 13 weeks $351 482

{1} All specified executives are on fixed annual remuneration confracts. Inclusive in the annuat base salary amount disclosed above is a
spperannuation contribution to an accurnulation fund. The mehimem regulatory contribution is deducted and paid to this fund.

(21 The termination payrment spacified in Mr Witcombe's contract, ather than for gross misconduct, is 1.68 fimes base salary. The termination
payment specified in the employment confracts for all specified executives, other than for serious misconduct or braach of confract is set out
above. The amount payable is calculated based upon a “capped” number of waeks; where the number of weeks is determined by reference fo
length of service. The number of weeks rangas from 26 weeks to 70 weeks.

Share based {equify} compensation — long-term incentive plans

Details of employee share plans are set oul in note 32, Employee share plans. For the purposes of determining director and
executive remuneration, the awards which the Company may grant under the long term incentive plans are treated as oplions. The
terms and conditions of each award affecting remuneration in this or future reporting periods are as follows:

Plan Grant date Expiry date Value per Date exercisable
share at grant
date!"!
Retention ptan 1/08/2003 30/08/2005 $1.95 From 1/10/2005
Performance plan - 2004 11102003 30/08/2008 $8.71 From 1/10/20086

{1y Exernal valuation advice from PricewaterhouseCoopers has baen used {o determing the fair value of the options at grant date. The valuation
has been made using a Monte Carlo simulation rmodel, which generates possible future prices for the underlying shares based on assurnptions
simitar to those underpinning the Black-Scholas opption pricing model. The valuation under the Monte Carlo approach required inputs such as
the expected share price volatility, the expected dividend yisld, price at grant date of underlying shares, the axercige price and the expected life
of the options the risk free rates expected interest rates and an assumption for the value of the loans at grant date.

Share based compensation - empioyee share ownership plan

Details of the employee share ownership plan (ESOP) are set out in note 32, Employee share plans. The specified director and
the specified executives were eligible for this scheme and participated as follows:

Specified director or Number of shares Number of shares Total
specified executive which become which become

unrestricted on unrestricted on

18 March 2007 7 June 2007
4 W Elmer 28 28 58
4 E Fazzino 28 28 58
R Hoggard 28 28 56
4 R Warnodck 28 28 58
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38. Director and executive disclosures (continued)

Equity interests disclosures relating to the specified director and specified executives

For the purposes of determining director and executive remuneration the award granted to senior participating employees under
the long term incentive plans are treated as options. The number of options awarded under the ferms and conditions of the long
term incentive plans to the Managing Director and CEQ, and each of the specified execulives of the Company in addition to other
shares owned by the Managing Director and CEO and each of the specified executives are sat out below:

Name Balanece at the Granted during the year as Other shares Forfeited Balance at the

start of the year remuneration acguired during the end of the year

during the year
year
Retention plan Performance
plan 2004

Specified director — current
G J Witcombe - 32.269 27,509 - 50,778
Specified executlive — current
JW Elmer - 5,001 4,332 56 - 8479
4 E Fazzino - 5101 4,424 56 - 9581
K J Gleeson - - 2,542 - 2,542
R Hoggard - 5101 4,325 56 - 9,482
4 M Lloyd - 5,867 4,805 - 10,472
D A Roe - - 2,738 - 2,738
4 R Warnock - 4534 4,042 56 - 8.632
Specified executive - former
A K Sharma - 4723 - {4,723} -

Loans issued to the specified director and specified executives under the Incitec Pivot long term incentive plan

There is currently no Australian Accounting requirement to record an expense for the falr value of the shares {which have been
reated as options) issued in 2004, However AASB10486: "Director and Executive Disclosures by Disclosing Entities” require Incitec
Pivot to derive a value for these items and include the value in the director and executive remuneration disclosures. An option
pricing mode! was adopled to derive a value. Loan forgiveness is incorporated into the aption valuations.

Retention Plan

Specified Director or Murrtber of Date of Highest interest paid Value of loan Loan Loan
Speacified Executive shares foan balance and payable 30 Saptember repaymeants balance
issued or durirg year during year
acquirgd ended ended
on market 30 September 30 September
2004 2004 2003 2004 2004
3 $ 5 $ 3
Specified Director
G J Witcombe 32,269 22119403 498,156 - {6.885) 491,271
Specified Executives
~ Current
W Elmaer 5,091 221106/03 78,683 - - {1,088) 77,607
J Fazzing 5,101 221106/03 78,747 - - {1.088) 77,658
R Hoggard 5,101 221106/03 78,747 - - {1.088) 77,658
J Lioyd 5,667 221106/03 87 485 - - {1.20%) 86,276
J Warnook 4,534 22110/03 69,984 - - {967) 69,027
~ Farmer
A Sharma 4,723 221106/03 72,912 - - {72,912} -
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38. Director and executive disclosures (continued)

Ferformance plan - 2004

Numbar of Date of Highest interest paid Value of Loan Loan Loan
shares faan balance and payable 30 September repayments Balanice
issued or durirg year during year
acquirgd ended ended
on market 30 September 30 September
2004 2064 2093 2004 2004
3 $ § § 3
Specified executive
director
G J Witcombe 27,509 20/09/04 450,785 - - 450,785
Specified executives
W Elmer 4,332 20/09/04 70,989 - - 70,989
J Fazzing 4,424 20/09/04 72,487 - - 72,487
K Glgeson 2,542 20/09/04 41,656 - - 41,656
R Hoggard 4,325 20/09/04 70,875 - - 70,875
J Lioyd 4,805 20/09/04 78,740 - - 78,740
{} Roe 2,738 20/09/04 44,868 - - 44,868
J Wamack 4,842 20i08/04 66,237 - - 66,237
There were no loans to the executive director or senior executives in 2003,
The loan under the retention plan is interest free.
interest on the loan under the performance plan is charged at the FBT benchmark rate, currently 8. 55%.
Directors’ transactions in shares
The Company - Incitec Pivot Limited
2004 2003
Acqguired Disposed Balance Acguired Disposed of Balance
during the during the at year during the during the at year
year ! year " end ¥ year Y year ™ eng @
Specified execufive
director
G J Witcombe 59,778 59,778 - . -
Specified
non-executive
directors
d C Watson - 2,708 - - 2,700
L M Detahunty - 6,473 3,350 . 5478
A D MeCallum 1,668 6,818 3,000 . 5,158
D B Trebeck 4,000 4,000 - - -

{1}  Shares acquired or disposed by directors while they are directors of the Company.

{2} Balance of shares held by directors at balancs date,
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38. Director and executive disclosures (continued)

Uktimate parent enfity - Orica Limited

2004 2003
Acqguired Disposed Balance Acguired Disposed of Balance
during the during the at year during the during the at year
year yaar and year year and
Specified execulive director
G J Witcombe' 2,129 - 102,374 4,802 {180,000} 101,235
Specified non-executive directors

B [ Gibson - . 250,000 - . 250,060
B Healey - - 9,300 - . 9,380
A G Larkin 59,100 {59,100 38,800 . . 38,000
G R Liebelt ¥ 2428 . 396,035 385510 . 393,607
A D MeCallum - {500) - - . 500
D B Trebeck - - 9,000 - - 9,060

{1} Share acguisitions by Mr Witcombe and bMr Lisbelt were made via the Orica dividend reinvestmeant plan.

36 Investmentis in controlied entities
Name of Entity Notes

Company

Incitec Pivot Limited

Controlled Entities -~ operaling

Incitec Fertilizers Limited

Incitec Pivot LTI Plan Company Pty Limited
TOP Australia Lid

Controlled Entities - dormant

Cripps Bakery Pty Lig in liguidation
ECH Investments Ply Limited in liguidation
Electrical & Engineering Supplies Proprietary Limited in liguidation
H.M.A Lid in liguidation
Hotyman Brothers Propristary Limited in liguidation
L.F 1 Finance Proprietary Limtted in liguidation
M & A'8S Pty Lig in liguidation
North Western Flour Mills Pty Ltd in liguidation
Nu-bake Bakery Pty Lid in liguidation
Nu-bake Properties Pty Ltd in liguidation
Phoschemn Proprietary Limited in liguidation
Pivot Agricuttural Laboratory Services Pty Lid in liguidation
Fivot Employee Share Plan Pty Lid in liguidation
Fivot Fertilisers Proprietary Limited in liguidation
Fivot Motors Pty Lid in liguidation
Fivot Nominees Pty Lid in liguidation
Fivot Nutrition Pty Lid in liguidation
Fivot Supplementary Feeds Lid in liguidation
Pivot Transport Proprietary Limited in iguidation
Saftrans Pty Lid in liquidation
Stock Feed Distributors Pty Lid in figuidation

All controlled entities are owned 100% and are incorporated in Australia,

TOP Australia Lid has entered into a Deed of Cross Guarantee with Incitec Pivot Limited in respect of relief
granted from specific accounting and financial reporting requirements in aceordance with the ASIC Class order
ga/1418.

There are no extemnal reporting requirements for controlied entities in fiquidation.
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Closed Group

2004 2003
$000 $006
37. Deed of Cross Guarantee
Statement of Financial Position
Current assets
Cash assets 83,848 14,440
Receivables 142,245 42 807
Inventories 246,292 74366
Other 2,287 7.840
Total current assels 474,650 139,453
Non-current assets
Receivables 188 1,824
Other financial assets 467,800 467 800
Property, plant and equipment 120,710 91,287
Intangible assels - -
Deferred tax assels 14,205 15,201
Other 2,287 -
Total non-current assels 605,300 576,312
Total asseots 1,079,950 715,785
Current liabilities
Payables 384,534 50,522
Interest bearing liabilities 8,055 61,478
Provisions 23,7086 22 525
Total current liabilities 416,205 134,526
Non-current liahilities
Deferred tax liabilities 4,528 -
Provisions 15,370 2,684
Total non-current liabilities 12 826 2,694
Total liabilities 436,191 137,220
Net assets 643 759 578 544
Equity
Contributed equity 832445 532,445
Reserves 35,823 35823
Retained profits 75,391 10,177
Total equity 643,759 578,545
Statement of Financiai Performance
Profit/{loss) from ordinary activities before income tax expense 97,763 {10,384
Income tax {expenselbenefit atfributable to profit{ioss} from ordinary activities (15,647) {3,226}
Profiti{loss) from ordinary activitizs afler income tax expense 82,116 {13,610}
Retained profits at the beginning of the financial year 10,177 48,456
Net increase in equily due 1o initial adoption of AASB 1028 Employee Benefits - {191}
Cash dividend paid {16,902} {24,478}
Retained profits at the and of the financial year 75,381 10,177

Entities which are party 1o a Deed of Cross Guaraniee, enfered into in accordance with ASIC Class Order 88/1418
dated 13 August 1998 (as amended), are disclosed in note 36, investments in controlled entities. A consolidated
Statement of Financiat Position and Statement of Financial Performance for this closed group are shown above.
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38. Impact of adopting AASB equivalent to International Financial Reporting Standards

This financial report has been prepared in accordance with Australian Accounting Standards and cther financlal reporling
requirements {Australian GAAP). Incltec Pivol has commenced transitioning is accounting policies and finandlal reporting from
current Australian Standards to Australian equivalents of International Financlal Reporting standards (AlFRPs}. The Company has
allocated internal resources, who together with representatives fom Orica, the ultimate parent entily, have engaged expert
consultants to perform diagnostics and conduct impact assessments 1o isolate key areas that will be impacted by the transition to
AIFRPs. As a result of these procedures, Incitec Pivot has graded impact areas as gither high, medium or low and has established
a project team to address each of the areas. Malf yearly updates are provided to the Audit and Risk Management Committee.

At the date of this report, the project team has analysed most of the AIFRPs and has identified 8 number of accounting policy
changes that will be required. In some cases choices of accounting policies are available, including elective exemptions under
AASB 1 - First-time Adoption of Australian Equivalents to Infernational Financdlal Reporting Standards. These choices are still being
analysed to determine the most appropriate accounting policy for Incitec Pivot. Accordingly, there can be no assurances that the
cansolidated financial performance and financial position as disclosed in this financial report would not be significantly different if
determined in accordance with AIFRPs.

The differences belween Australian GAAP and AIFRPs ideniified to date as polentially having a significant effect on the
consolidated entity's financial performance and financial position are summarised below. The summary should not be taken as an
exhaustve lst of all the differences between Australian GAAP and AIFRFs. No atternpt has been made to identify all disclosure,
presentation or classification differences that would affect the manner in which transactions or events are presenied.

Major changes identified to date that will be required o the Group's existing accounting policies include the following:

impairment of assets

Under the Australian egquivalent 1o IAS 36 - Impairment of Assels the recoverable amount of an asset is determined as the higher of
net sefling price and value in use. This will result in a change in the group’s current accounting policy which determines the
recoverable amount of an asset on the basis of discounted cash flows. Under the new palicy it is likely that the impairment of assefs
wilt be recognised sooner and the amount of write-downs will be greater. Reliable estimation of the future financial effects of this
change in accounting policy is impracticable because the conditions under which impairment will be assessed are not yet known.

Infangible assets

Under the Australian equivalent to IAS 38 Intangible Assets, internally generated infangible assels (except development phase
expenditure in certain circumstances) will not be recognised and intangible assets can only be revalued if there is an active market
Reliable estimation of the future financial effects of this change in accounting policy is impracticable as the details of fulure intemally
generated infangible assets are unknown.

Changes in accounting policies

Changes in accounting policies will be recognised by restating comparatives rather than making current year adjustments with note
disclosure of prior year effects.

Classification of financial insfruments

Under AASB 138 - Financial Instruments: Recognition and Measurement, financial instruments will be required 1o be classified into
ane of five categories which will, in turn, determine the accounting treatment of the item. The classifications are:

» lpans and receivables - measured at amortised cost,

= held to maturily - measured at amortised cost,

= held for trading - measured at fair value with fair value changes charged [0 net profit or loss,
»  available for sale - measured at fair value with fair value changes taken to equity and

= non-rading liabilities - measured at amoriised cost.

This will result in a change in the current accounting policy that does not classify financiat instruments. Current measurement is at
amortised cost, with certain derivative financial instruments not recognised on balance sheet. The future financial effect of this
change in accounting policy is not yet known as the classification and measurement process has not yet been fully completed.
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38. Impact of adopting AASB equivalent to International Financial Reporting Standards
(continued)

86

Hedge accounting

Under AASB 139 - Financial Instruments: Recognition and Measurement, in order to achieve a qualifying hedge, the entity is
required to meet the following criteria:

» |dentify the type of hedge - falr value or cash flow,

» |dentify the hedged item or transaction;

» |dentify the nature of the risk being hedged;

» |dentify the hedging instrument;

»  Demonstrate that the hedge has been and will continue to be highly effective; and

=  Document the hedging relationship, including the risk management objectives and strategy for undertaking the hedge and how
effectiveness will be tested.

This may result in a change in the entity’s current accounting policy if hedge transactions are designated as a hedge of the
anticipated purchase or sale of goods or services, purchase of qualifying assets, or an anticipated interest transaction. Gains and
losses on the hedge arising up to the date of the anticipated transaction, together with any cosls or gains arising at the time of
entering into the hedge, are deferred and included in the measurement of the anticipated transaction when the ransaction has
cccurred as designated. Under the new policy hedge accounting may no longer be able to be applied to such contracts and gaing
and losses on the contracts may be recognised in the Statements of Financial Performance. Reliable estimation of the fulure
financlal effect of this change in accounting policy has not yet been measured.

iIncome taxes

Under the Australian equivalent to IAS 12 - Income Taxes, deferred tax balances are determined using the balance sheet method
which calculates temporary differences based on the carrying amounts of an entity’s assets and liabilities in the Statements of
Financial Position and their associated tax bases. In addition, current and deferred taxes altributable to amounts recognised directly
in equity are also recognised directly in equity. This will result in a change to the current accounting policy, under which deferred tax
balances are determined using the income statement method, items are only tax effected if they are included in the determination of
pre-tax accounting profit or loss and/or taxable income or loss and current and deferred taxes cannot be recognised directly in
equity.

Share based payments

Linder AASE 2 - Share Based Payment, the Company will be required to determine the fair value of share based payments issued
to employees as remuneration and recognise an expense in the Statements of Financial Perforrmance. This standard applies to all
share based payments issued after ¥ November 2002 which have not vested as at 1 January 2005. Reliable estimation of the fulure
financial effects of this change in accounting policy is impracticable as the details of fulure equity based remuneration plans are
unknownt. The impact on Incitec Pivot will be to decrease net profit and increase shareholder equity.

Employee benefits

Under AASB 119 - Employee Benefils, employer sponsors are required to recognise the net surpius or defict in thelr employer
sponsored defined benefit funds as an asset or liability respectively. This will rasult in a change in Ingitec Pivol's current accounting
policy which does not currently recognise the net assets/liabilities of the defined benefit superannuation fund. Under the new policy,
the Company will be required 10 recognise either an asset of the defined benefit superannuation fund for the net surplus, ora
liability of the defined benefit superannuation fund for the net shortfall based on an actuarial calculation of the position of the fund.
The initial adiustment on transition will be through refained earnings and subsequent adiusiments will be to net profit or loss for the
pariod. Reliable estimation of the future financlal effects of this change in accounting policy is impracticable because the actuarial
calculations have not yet been completed asg at the date of this report.

Goodwill

Under the Australian equivalent to AIFRPs 3 - Business Combinations, amortisation of goodwill will be prohibited, and will be
replaced by annual impairment testing focusing on the cash flows of the related cash generating unit. This will result in a change in
the group's current accounting policy which amortises goodwill over s useful life, but not exceeding 20 years. Under the new
policy, amortisation will no longer be charged, but goodwill will be written down to the extent it is impaired. Reliable estimation of the
future financial effects of this change in accounting policy is impracticable because the conditions under which impairment will be
assessed are not yet known. The impact on Incitec Pivet {subject to impairment testing) will be fo increase net profit and fo
increase net assets.
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Notes to the Financial Statements
For the year ended 30 September 2004

38. Impact of adopting AASB equivalent to International Financial Reporting Standards

(continued)
The above should not be regarded as a complete list of changes in accounting policies that will result from the transition to AIFRPs,
as not all standards have been analysed as yel, and some decisions have not yet been made where choices of accounting policies
are available. For these reasons it is not yet possible to quantify the impact of the transition to AIFRPs on the Company’s financial
position and reported resulis.

39. Events subsequent to balance date
Since the end of the financial year the directors have declared a final dividend of 70 cents per share and a special dividend of
30 cents per share. Both dividends are 100% franked at the 30% corporate tax rate and are payable on 8 December 2004.

The directors have not become aware of any other significant malter or circumstance that has arisen since 30 September 2004, that

has affected or may affect the operalions of the consolidated entity, the result of those operations, or the state of affairs of the
cansolidated entity in subsequent years, which has not been covered in this report
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Directors’ Declaration on the Financial Report set out on pages
12 to 67

I, John C Watson, being a director of Incitec Pivot Limited, do hereby state in accordance with a resolution of the directors that in the

opinion of the directors,

1. (&) the financial statements and notes, set out on pages 12 to 87, are in accordance with the Corporations Act 2001 (Cth),
including:

i} giving a true and fair view of the financial position of the Company and the consolidated entity as at 30 September 2004 and
of their performance, as represented by the results of their operations and their cash flows, for the year ended on that
date;and

fit} complying with Accounting Standards in Australia and the Corporations Regulations 2001 (Cth); and

{b} there are reasonable grounds to believe the Company will be able 1o pay its debis as and when they become due and payable.
2. There are reasonable grounds to helieve that the Company and the subsidiaries identified in note 36 will be able to meet any
cbligations or liabilities to which they are or may become subject by virtue of the Deed of Cross Guarantes between the Company
and those subsidiaries pursuant to ASIC Class Order 98/1418 {as amended).

ﬂé. L. oSG e v

John € Watson, AM
Chairman
Dated at Metboumnae this 28th day of Oclober 2004
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Independent sudit report to the memwbers of Inciter Pivot Limited

The finuncial report and direciors” responsibility

The financiel report comprises the statements of financial position, statements of Gnancial performance, stalements of
cash flows, accompanying notes {o the financial statements, and the directors’ declaration for both Ingitec Pivet
Limited (the “Company™} and Encitec Pivot Limited and its contrelled entities (the “Consolidated Entity™) for the vear
ended 30 Septernber 2004, The Consolidated Entity comprises both fhe company and the entities il controlied during
that yeas,

The dircetors of the Company are responsible for the preparation and true and fair presentation of the financial report
in accordance with the Corporations Aat 200f. This inchides responsibility for the maintensnce of adeguate
accounfing records and internal controls fhat are designed to prevent and detect frand 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 to the members of ¢he Company. Our audit was
conducted in accordance with Australian Awditing Standards in order to provide reasonable assurance as to 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 comirol, and the availability of persuasive
rather than conclusive evidence. Therefore, an audit cannot guarantee that all material misstatements have been
detected. _ ’
We performed progidures to nssess whether in all material respects the financial report presents fairly, in accordance
with the Corporations Act 2004, Awstralian Accounting Standards and other msmdatory financial reporting
requirements in Austrabia, 5 view which is consistent with our undérstanding of the Company’s and the Congolidated
Entity’s financia) position, and of their performance as represented by the results of their operations and cash flows.

We farmed our audit opinion on the besis of these procedures, which included:

= examining, on & test basis, information to provide evidence supporting the amounts and disclosures in the
financiaf report, and

»  assessing the appropristeness of the accounting policies and disclosures used and the reasonableness of
significant accounting estimates made by the directors,

While we considered the effectivensss of management’s internal cohtrols over financial reporting when determining
{he nature and ex{ent 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 Ausiralian professional cthical
pronountcements and the Corporations Act 2001,

Audit epinion

In our opinion, the financial report of Incitec Pivot Limited is 1o accordance with:

4) the Corporations Act 2001, including:

i. giving a true and fair view of the Company’s and Consolidated Entity’s financiz] position as at
30 September 2004 and of thefr performance for the financial year ended on thar date; and

i complying with Accoimﬁng Standards in Australia and the Comporations Regulations 2001; and

b)  eother mandatory financial reporting requirements in Australia,

i/ \((

Melboume
Pariner 28 Qctober 2004

EFME, an dusiralize partnersiun, 5 A msmioer
of BEME 103 ionad, & Swids nor i3
aEEOCiaon,




Shareholder Statistics
As at 18 October 2004

Distribution of ordinary sharehoider and sharehoidings

Number of Number of
Size of holding holders Percentage shares Percentage
1 - 1,000 34,664 92.43% 8,132,044 15.67%
1,001 - 5,000 2728 7.27% 4,736,388 8.13%
5,001 - 10,000 80 0.21% 527 5909 0.90%
10,001 - 100,000 22 0.08% 465,832 0.80%
100,001 and over 10 0.03% 43,419,184 74.50%
Total 37.504 100%  58.281,027 100%

included in the above iotal are 1,302 shareholders holding less than a marketable parcel of shares.
The holdings of the 20 targest holders of fully paid ordinary shares represent 75.06% of that class of shares.

Twenty largest ordinary fuliy paid sharehoiders Number of

shares Pearcentage
Orica IC Assets Lid 40,798 716 76.00
National Nominees Limited 689,061 1.18
JP Morgan Nominees Australia Limited 565 278 1.02
RBC Global Services Australia Nominees Pty Limited 453 841 078
Australian Foundation Investrent Company Limited 254 260 0.44
Gullane Holdings Ltd 178,110 0.31
Gwynvil Trading Pty Lid 118,127 0.20
RBC Global Services Australia Nominees Pty Lid 117 274 0.20
Mirrabooka Investrments Limited 110,545 019
Westpac Custodian Nominees Limited 106,148 0.18
Gregory Witcormbe 58,778 0.10
Citicorp Nominees Pty Limited 58,702 010
Ross Investment {Aust} Pty Ltd 44 583 0.08
oM Agriculture Pty Lid 37,533 0.08
Securities Exchange Ply Lid 27,815 0.05
Tallageira Pastoral Co. Pty Lid 23,721 0.04
ANZ Nominees Limited 20,428 .04
Ross Investrment {Aust} Pty Ltd 20,263 0.03
Ajay Nominees Pty Lid 17.285 0.03
Mrs Diana Eirene Angliss Gibson 16,824 0.03
Total 43,745,898 75.08

Register of substantial sharehoiders
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 Crica IC Assets Limited 40,788,719 70.00%

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

Distribution of redeemable preference sharehoider and shareholdings issued by Incitec
Fertilizers Limited

Number of Number of
Size of holding holders Percentage RPS Percentage
1 - 1,000 28 98.6% 3.400 30.9%
5,001 - 10,000 1 3.4% 7.800 69.1%
Total 29 100% 11,000 100%

The holdings of the 20 targest holders of redeemable preference shares represent 82% of that class of shares.
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Five Year Financial Statistics

Incitec Pivot Limited and its controlled entities

2004 2003
$on0 $000
Sales 1,135,588 686,307
Earnings before depreciation, amortisation, net borrowing costs and tax 1687 179 83503
Depreciation and amortisation {excluding goodwAll} {35372} {21,225
Goodwill amortisation {8,945} {3,128}
Earnings before net borrowing costs and tax (EBIT} 121,862 59,150
Net borrowing costs {5,406} {6,816)
Rebates
Individually significant tems before tax {8,327} {64 568
Taxation revenue / {expense} {32,000} {6,388}
Operating profit after tax and individually significant items 75,038 {18,623}
Individualty significant items after fax aftributable to members of Incitec Pivol 5,832 {53,656}
Operating profit after tax before individually significant items (net of tax) 80,870 35,033
Dividends - 24,478
Current assets 460,930 350 500
Property, plant and equipment 296,132 286 815
Investments - -
Intangibles 183,800 185,354
Other non-current assets 30,522 34,578
Total assets 971,383 867 146
Current borrowings and payables 272,185 177 B74
Current provisions 26,877 37,133
Non-current borrowings and payables 16,049 69,268
Non-current provigions 21,762 g 488
Total iabilities 338,874 293,764
Net assets 631,519 573,382
Shareholders’ equity 831,519 573,382
Total shareholders’ equity 631,518 573,382
Crdinary Shares thousands 58,281 58,281
Investor Shares thousands - -
Number of shares on issue at year end thousands 58,281 58,281
Weighted average number of shares on issue {investor and ardinary} thousands 58,281 3,120
Earnings per share
before individually significant tems cents 138.8 1126
including individually significant items cents 128.8 (59.8}
Dividends cents 28 140
Dividend franking % 100 100
Share price range —  High $19.30 $16.70
Low $15.65 $14.00
Year end $18.80 $15.66
Stockmarket capitalisation at year end 8000 1,085883 912,881
Net tangible assets per share $ 7.68 6.66
Profit margin {(earmings before net borrowing costs and tax/sales) % 10.7 8.6
Net debt 8000 {20,792} 74,394
Gearing {net debt/net debt plus equity) %o (3.4} 11.6
Interest cover {earnings before net borrowing costs and tax/net .
borrowing costs) ’ ’ times 225 8.7
Net capital expenditure on plant and equipment {cash flow) $000 28,387 12,818
Net capitat expenditure on acquisitionsi{disposals) {cash flow} $000 - {4,383
Return on average shareholders funds
before individually significant items % 13.4 9.7
including individually significant items i3 12.5 (5.1}
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Five Year Financial Statistics

2002 2001 2000
$000 $000 $000
504,214 527,748 512,603
60,873 40,563 35,209
{15.267) (21,458) (22.716)
- (187) (977
45,606 18,918 11,516
{13.663) (24,358) {20,160)
(8,015) {19.887) (22.180)
(5,402) 7,840 7,890
18,526 {17,487} {23,134}
(2,651} {10,962} {14,195}
177 (6,535) (8,939)
- - 14,304
201,014 204,522 235013
118,518 127,825 192,010
- - 3,773
- - 14,959
18,972 25,123 30,436
336,504 357,470 476,191
109,073 124,208 213,312
16,505 15,483 12,362
60,000 85,000 100,000
741 1,563 1,665
186,318 226,254 327,338
150,185 131,216 148,852
150,185 131,216 148 852
150,185 131,216 148,852
14,037 14,059 14,726
3,448 3,428 2,777
17,486 17,486 17,503
17,486 17,486 16,530
121.1 (37.4) (54.1)
106.0 (166.1) (140.0}
. . 90
N/A N/A N/A
N/A N/A N/A
N/A N/A N/A
N/A N/A N/A
8.59 7.50 7.65
7.5 3.0 1.9
81,348 152,579 260,064
35.1 53.8 63.6
3.3 0.3 0.6
3,593 (9.362) 12,068
(400) (75,935) -
154 (&7 (5.6)
13.2 (12.5) (14.4)
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SHAREHOLDER INFORMATIGN

Annual General Meeting

2.00pm Friday 17 Decernber 2004

at the Auditarim, Melbourne Exhibition
Ceantre, 2 Clarendon Straet,

Southbank Victoria 30086,

Australia.

Stock Exchange Listing

fncitec Fvot's shares are sted on the
Avstralian Stock Exchange (ASX) and are
traded under the code IPL

Share Registry

ASX Perpetuai Registrars Limited

Laval 4, 333 Collins Straat,
Melbourme Vietoria 3000,
Auistralia,

GO Box 1736F
Melbourme Victoria 3001,
Australia,

Telephona: 1300 301 253

{ffor callers withiry Australia)
International: +81 3 86158 9317
Facsimie: +61 3 0815 8744

Ermail: registrars@asxperpetual.com.au

Wiehsite: wwaw. askperpetual com.a

Auditor

KPMG

KIMG House, 161 Colling Strast,
Malbourne Victoria 3000,
Australia.

Incitec Pivot Limited

Registered address and head office:

70 Southbank Boutevard,
Southbank Victoria 3008,
Australiz.

R0 Box 13221,

Melbaurne Victoria 3001,
Alstralia,

Telephone: +61 3 8695 4400
Facsimile: +61 3 8695 4415
Wahsite: wwwincitecpivot.com.au
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