Appendix 4D
Half-year report

Incitec Pivot Limited
ABN 42 004 080 264

Financial half-year ended
(‘current period’)

Previous financial half-year ended
{'previous corresponding period’)

31 March 2006

31 March 2005

Results for announcement to the market

Extracts of the incitec Fivot Limited results for the financial half-year ended 31 March 20086 $A'000
Revenues from ordinary activities down 8% to 406,898
Profit from ordinary activities after tax down 42% o 10,051
attributable to members
Net profit for the period attributable down 42% o 10,051
to members

AMouUnt per security Franked amount per security
Dividends cents cents
Current Period
fnterim dividend 220 220
Previous cormresponding period
fnterim dividend 18.0 15.0
interim special dividend 8.0 8.0
Year End Bividend - 2005
Finat dividend - -
November 2005 special dividend 50.0 50.0
Record_ da{c_a for_ d_eiermzmng entitienents 10 May 2006
to the interim dividend:
Payment date of interim dividend: 9 June 2006

Current period Previous corresponding period

Net tangible asset backing per ordinary security $5.85 $6.53

For the profit commentary and any other significant information needed by an investor to make an informed
assessment of Incitec Fivot's results piease refer to the profit report on pages 2 to 5.

The information should be read in conjunction with the most recent annual financial report.
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The profit report and the half-year financial report provide information on matenal factors affecting the earnings and
operations of the economic entity during the financial half-year ended 31 March 2006.

For further information, please contach

Investor Relations

James Fazzino — Finance Director and Chief Financial Officer
T: 03 8695 4498 M: 0411 449 806

E: james fazzino@incitecpivoi.com.au



INCITEC PIVOT LIMITED — PROFIT REPORT

TURNAROUND ON TRACK

RESULTS FOR THE SIX MONTHS ENDED
31 March 2006

Incitec Pivot has delivered on the first phase of
its business turnaround program with Net Profit
After Tax (NPAT) excluding significant items up
60% to $27.5M {pcp'® $17.2M). This is the first
step towards the initial financial milestone of
exiting the 2007 financial year at an 18% RONA.

NPAT including significant items for the six
months ended 31 March 2006 was $10.1M (pcp
$17.2M).

KEY FINANCIALS

s  NPAT excluding significant items of $27.5M up
$10.3M {pcp: $17.2M).

s Restructuring benefits of $11M before fax
delivered, with expected full year 2006 benefits
of $25M before tax. Total program benefits are
now expected to be $34M before tax (36%
above initial target).

s Dividend up 5% to 22 cents per share (pcp: 21
cps 7

s Financial discipline maintained with gearing at
20.6% (Australian equivalents to International
Financial Reporting Standards [AlFRS] adjusted
pop W 25.4%).

KEY BUSINESS OUTCOMES

= Supply agreement signed with ELF in February
2008, which is expecied to deliver an annual net
10% increase in fertiliser volumes representing a
significant step towards rebuilding business
volumes.

= Commercial discipline improved with a focus on
“value not just volume”.

Notes
. EBITDA — EBIT plus depraciation and amortisation

NI g

: EPS — Eamings Per Share

contingent liabllities under AGAPP in 2005,

-~§ 7 (R

. pep — previous corresponding petiod
1 ¢ps — cents per share

. EBIT — Earnings Before Interest and Tax and excluding significant items

Berause the land is yeur life,

& Months Ended 31 March
Al 2006 2005 Change
Sales Revenue 2855 4208 {10%;)
EBITDA M 56.0 42,2 33%
EBIT™ 40.7 26.5 54%,
MNPAT - excluding significant items 27.6 17.2 80%
NPAT - including significant itermns 0.1 17.2 {41%;)
Financial ltems
Dividend par share {tents) 22 21 BY%
EPS - pro significant tems (cents) 47 25 6%
Net debl {AIFRS adjusted) 1378 1985 31%
Gearing {AIFRS adjusted) 20.6% 25.4%
Irterest cover (fimes) 1y 8
Average exchange rate (AS/USS) 74.0 8.6 {3%)
NPAT pre goodwilt and before significant items
=
o

30 -

25 1

20 1

15 4

10

5 4
.l
2003 {5} 2004 2008

OUTLOOK SECOND HALF
Continued earnings momentum from commercial
discipline and restructuring benefits.

= Farnings are biased to the second half which is
significantly influenced by the winter cropping
period and pre-plant fertiliser application for the
coiton crop.

= Expected refurn to normal weather conditions.

=  Continued strong global fertiliser prices
underpinning manufacturing profitability.

Fusrther Information:

James Fazzing — Finance Director and CFD
T: 03 8695 4498 M: 0411 449 808

E: james fazzino@inciecpivot.com.au

1 2005 debt and gearing adjusted fo include Trade Bills and Suncorp Seasonal Finance of $68.1M which was off balance sheet and reported in

;2003 Proforma resulis = 8§ months of the Pivot fertiliser business + 6 months of Incitec Fertilizers.,



INCITEC PIVOT LIMITED — PROFIT REPORT

Berause the land is yeur life,
SALES
_— Sales Summary & Months Ended 31 March
2006 2065  Change
SALES VOLUME
. Total tonnes - H00's 1,020 1,283 {21%:}
Sales volurme for the six months to 31 March 2006 Total Safes rovenus - SM 38 5 4306 (o)
was down 21% to 1.0M tonnes (pop 1.3M fonnes) as | Average fertiliser price per tonns 4138 3854 16%
a resulf of general market factors (10%) and Totaf sefiing price per tonne ser.y 3427 15%
changes in the competitive landscape (11%). Other
Lagged exchange rate (ASAUSSE)® 750 73.2 2%

Market Conditions:

Exciuding the impact of competition, sales volumes
were down 10% or 130kt on pcp because of mixed
wealther conditions, high fertiliser prices and
depressed demand in the first half as detailed below:

»  Weather conditions were mixed with above
average rainfall in the first guarter followed by
abnormally dry conditions in the second guarter.

»  Ferliliser volumes into sugar markets were up
10% on pep. This reflected a late start to the
2005 season, with planting commencing in
October and continuing well into December.
Normat planting occurs in the August to October
period. Recent increases in global sugar prices
bode well for the 2008 season.

»  Sales into the summer crop segment were flat
year on year.

» Fertiliser volumes sold into pasture markets were
down 25% or 130kt on pcp. Market conditions
were soft, with strong pasture growth in late
spring combined with high fertiliser prices and a
poor wool outiook reducing demand.

»  Pre-season sales leading into the winter cropping
season were down 25% on pep. Farmers reacted
to the combination of high fertiliser prices and no
early delivery discount offers by delaying
purchases until the winter break.

Competition
Changes in the fertiliser competitive landscape from

2005 continued to impact the business in 2006
reducing volumes by 11% or 140kt as detailed
below:

»  Sales to Eiders and Landmark {combined)
declined by 78% or 250kt to 70kt in the first half.

» Sales to independent channel partners appointed
in 2005 were 110kt

* In February 2006 incitec Pivot announced the
successful completion of new supply
arrangements with ELF Australia Pty Ltd. This is
expected fo deliver a net increase in volume of
300kt in a full year. Sales under the agreements
commenced from 1st March 2006.

Global Urea price FOB - USHar 242 204 B%

* Iagged by 3 rsonths reflecting stock urns o imaorles product

SALES REVENUE

Sales ravenue was down $44M or 10% to $396M
{pcp: $440M), reflecting a reduction in volumes
which saw a $84M decline in revenue, partiaily
offset by higher selling prices, which increased
revenue by $40M.

Selling prices were up by 13% or $46 per torne on
pop reflecting:

= Sirong international fertiliser pricing with both
urea {US$242) and ammeonium phosphates
(US$261) at record prices in the half.
A recovery of local Australian prices to import
parity levels.
Improved commercial discipline in the sales
team, with a focus on capturing value rather
than just volume. This was supported by tighter
centralised conirel of pricing and a reduction in
discretionary discounting authority levels in the
field.



INCITEC PIVOT LIMITED — PROFIT REPORT

TURNAROUND ON TRACK

EARNINGS BEFORE INTEREST AND TAX (EBIT)
EBIT increased by 54% or $14.2M to $40.7M {pcp:
$26.5M). Quality of earnings was restored with
EBIT margin up 4.3 percentage poinis to 10.3% of
sales.

ositive factors were:

s $14M: improved manufacturing margins
reflecting a recovery in domestic nitrogen and
superphosphate prices to import parity levels.

s $13M: improved trading margins reflecting
higher selling prices and a favourable opening
stock position.

s $11M: lower cosis as a result of business
resiructuring. 2006 full year benefits are
expected to be $25M up 25% on planned
delivery as reported in November 2005.

Negative factors were:
s« $24M: lower sales volume.

INTEREST AND TAX
Net interest expense was up $1M to $4.2M (pcp

$3.2M) due to unwinding of discounts on non current

provisions {$0.4M) and the impact of carryover stock
from the 2005 year.

Tax expense excluding significant items of $8M
compared with $6.1M in pcp, reflecting improved
first half earnings in 20086.

NET PROFIT AFTER TAX (NPAT)

NPAT excluding significant items of $27.5M up

$10.3M (pep: $17.2M). NPAT including significant

iterns was $10.1M (pcp $17.2M).

Significant iters were negative $17.4M after tax

comprising:

s Closure and remediation costs of $198.8M
relating to the Cockle Creek single
superphosphate manufacturing piant. The plant
will be closed by Sepiember 2009 when
groundwater remediation will start. The charge
against profit includes plant demaolition and
remediation expenses. A further $2.1M
provision for redundancy costs and associated

plant closure and demglition at Kooragang Island

will be booked in the second half.

Berause the land is yeur life,

Earnings Summary
ASm

EBIT

Net interest

Tax expense

NPAT - exciuding significant items
Significant items after tax

NPAT - including significant items

ERiTisales

& Monihs Ended 3t March

2166 2605  Change
40.7 265 54%
(4.2) {3.2) 3%
(9.0} (6.1} 48%
215 1.2 B0%

{174} -
19.1 17.2 {41%}
10.3% £.0%

Significant tems - 2608
Adm

Cockie creek ciosure and remediation
Elders iitigation

Gain on QGO shares

Total

6 Menths Ended 31 March

Pretax  After tax
{28.3) (19.8)
(74 {5.2)
8.8 P
{26.8} {47.4}

Pending a determination by the Supreme Court of

South Austrafia as to quantum, $5.2M in respect of

the 2005 disputed termination of the supply
agreement between Elders and 1i°L for which
orders were made by the Court in favour of Elders

on 18 April 20086.

A gain of $7.6M relating to Incitec Pivot's
shareholding in listed coal seam gas producer
Queensland Gas Company Limited. This gain
was largely tax free because of the historical
capital tax iosses recouped.




INCITEC PIVOT LIMITED — PROFIT REPORT

TURNAROUND ON TRACK

DIVIDEND

Directors have declared a fully franked interim
dividend of 22 cps (pep: 21 ¢ps). This dividend
returns substantiaily all retained earnings o
shareholders.

BALANCE SHEET

Incitec Pivot has maintained strong financial
discipline in the business refiected by the balance
sheet position as at 31 March 2006.

Trade Working Capital (TWC) at $263M was down
$2.6M {pcp $265.6M), notwithstanding the inclusion
of trade finance facilities on the balance sheet in
2006 under AIFRS. On a lke-for-like basis, ie,
adjusting March 2005 TWC for trade facilities of
$69.1M, TWC is down $71.7M on pcp $334.7M.

Net other liabilities of $70.5M was up $44.7M

{pcp $25.8M) primarily resulting from an increase in
environmental provisions associated with Cockle
Creek closure and remediation.

Debt peaks at half year with the seasonal build of
TWC ahead of the winter cropping season. March
20086 net debt of $137.9M equates to gearing
{measured as net debt o total capitaiisation) of
20.6%.

CASH FLOW

Net operating cash flows were an outflow of $90.5M

(pcp outflow $115.1M). Major factors were:

EBITDA up $13.8M to $56M reflecting the
business turnaround.

* Increase in trade working capital of $121.9M
(pep: $131.3M) with the normal seasonal build up
of inventory prior to winter planting season.

*  Other cash flow tems of $11.2M (pcp: $4.2M)
include redundancy payments and other related
restructuring costs.

Net investing cash outflows of $9.1M (pcp: $14M)

include:

» Capital spending comprised sustenance capital
of $13.4M {89% of depreciation) reflecting strong
controls on business reinvestment, and $3.4M
relating to the planned maintenance shutdown of
the Gibson Island Urea plant in 2007.

* Cash from sale of shares in QGC (37M) and
surplus asset sales ($0.7M).

Net financing cash inflows at $108M were up $60M

{pcp: $48M) reflecting the lower 2005 dividend and

the lower operating ouiflows noted above.

Berause the land is yeur life,

Interirn Dividend & Months Ended 31 March
Cents per share (cps) 2008 2005 Change
Drividernd 220 21.0 5%
Franking {%} 100%  100%

Record Dake: 10 May 2006

Dividend paid: 8 June 2008

Balance Sheet - at 31 March 2006 2005 2005
ASmm Actual  Proforma  Actual
Trade working capial {TWC) 263.0 3347 26548
Nel property planl and equipment 286.1 3076 2075
Gogdwit] i83.8 1838 178.8
CHher intangibles - Software 76 B2 04
Net ofher assets [ {fabilities) (FO5) E2.1) {25.8)
Met Assets 670.6 773.2 716.2
Mel Debt! {rashs 1378 1888 130.5
ity 3321 5738 5857
Totat Capitaiisation 670.0 773.2 716.2
Gearing 20.6% 25.4% 18.2%

(1} Proforss & adjosied lar rade insnce lacilfizs (Trade Bils ard Suncorp Seasoral firance $653.1m) thal wers
ol nspanne shasl arder AGAAPand sibar AFRE adjustmerds

Cash Flow Hems 6 Months Ended 31 March

ASm 2006 2005 Change
Net operating cash flows

EBITDA 560 42.2 33%
Net interest paid {(4.5) (3.73 22%
Net income lax paid (8.9% (18.13 (51%)
Trade working capial moveman {1213 (131.3) (7%}
OHher {11.2} (4.2) 167%
Total 9.5}  {115.1} (21%}
Net investing cash flows

Froceeds from surplus asset sales 07 1.8 (B0%)
Capitsd spending {16.8) (14.3) 18%
Other (GGC) 70 (1.8 (567%)
Total @.1) {14.0} (355}
Net financing cashfiows

Fdcrvermnent it shorl term borrowings 1371 1083 29%
Bividenhds paid 2913 (58.3} (50%)
Total 108.0 48.0 128%

Increase/{decrease) in cash on hand 8.4 {81.1} (110%}
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Directors’ Report

The directors of Incitec Pivot Limited present their report togsther with the consolidated financial report for the half-year ended
31 March 2008 and the auditor’s review report thereon.

Directors
The directors of the Company during the financial half-year and up {0 the date of this report are:
Name, qualification and special responsibilities Period of directorship

Non-executive directors

J € Watson AM, MAICD Appointed as a director on 15 December 1997 and was
Chairman appointed Chairman in 1898,

B Healey, FAICD, FAIM Appointed as a director on 1 June 2003.

Daputy Chairman

J Chesterfield BBus, MBA Appointed as a director on 18 July 2005,

A C Larkin FCPA, FAICD Appointed as a director on 1 June 2003.

A D McCallum Dip. Ag Science, MAICD Appaointed as a director on 15 December 1997,

Executive directors
J Segal BSc, MBA Appointed as Managing Director & CEO on 3 June 2005.

Managing Director and Chief Exacutive Officer

J E Fazzino BEc{Hons), CPA Appointed as a director on 18 July 2005.
Finance Director and Chiaf Financial Officar

Review and results of operations

A review of tha operations of the consolidated entity during the half-year and of the results of those operations is containad in the
accompanying Profit Report on pages 2 to 5.

Earnings are biased o the second half of the financial year and are significantly influenced by the winter planting season which is
dependent upon autumn and early winter rainfall.

Events subsequent to balance date

in respect of the 2005 trial in the Supreme Court of South Australia under which the termination of a supply agreement and the payment
of rebates of up to $7.4m was in dispute, on 19 April 2008, orders were made by the Court in favour of Elders Limited to the effact that
the supply agreement was held to terminate in June 2005. Pending a determination by the Court as to quanium, the Company has
made a provision up 1o the amount in dispute.

On 20 April 2008, the Company announced that a remnediation and closure provision for the Cockle Craeek single superphosphata
manufacturing operations of $19.8m after tax, and this has been included in the haif year result. Additional costs related to this closure
and remediation of approximately $2.1m after tax will be booked prior 1o 30 September 2006 for dermolition of related plant and
redundancies.

Sines the end of the half-year, the directors have declared an interim dividend of 22 cents per share. This dividend s fully frankad at
the 30% corporate tax rate and is payable on 9 June 20086.

The directors have not become aware of any other significant matter or circumstance that has arisen since 31 March 2006, that has
affected or rnay affect the operations of the consolidated entity, the result of those operations, or the state of affairs of the consolidated
antity in subsaquent years, which has not bean coverad in this report.
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Directors’ Report (continued)

Lead Auditor’s Independence Declaration
The lead auditor's independence declaration is set out on page 8 and forms part of the directors’ report for the half-year ended
31 March 20086.

Rounding
The Company is of 2 kind referred 1o in ASIC Class Order 98/100 dated 10 July 1998 and, in accordance with that Class Ordar, the
amounts shown in this report and in the financial statements have been rounded off, except whare otharwise stated, {o the nearest

thousand dollars.

Signed on behalf of tha Board

i L ST,

John C Watson, AM
Chairman

Dated at Melbourne this 28" day of April 2006



Lead Auditor’s Independence Declaration under Section 307C of the Corporations Aci 2001

To: the directors of Incitec Pivot Limied

[ declare that, to the best of my knowledge and belief, in relation to the review for the half-year
ended 31 March 2006 there have been:

(i} no contraventions of the auditor independence requirements as set out in the
Corporations Act 2001 in relation to the review; and

(ii)  no contraventions of any applicable code of professional conduct in relation 1o the
review.

K

KPMG

Melboume

28 April 2006

9

EERLG, A0

(R A
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Condensed Consolidated Interim Income Statement
For the half-year

March March
2006 2005
Notes $000 5000
Sales revenue 395,461 439,655
Other income 11,437 1,777
Operating expenses
Changes in invenlories of finished goods and work in progress 118,241 118,435
Raw materials and consumables used and
finished goods purchased for resale {370,292) {420,747}
Employes expenses {36,082) (421710
Diepreciation and amortisation expense {15,001) {15,1858)
Borrowing and finance cosis {4,550) {3,733)
Purchased services {including significant itemns} {3} {26,555) {20,015}
Repairs and maintenance {15,1386) {14.618)
Ouigoing freight {12,562) (11.775)
Lease payments - operating leases {5.422) {6,428)
Environmental costs {significant itemns) {3 {28,308) -
Other expenses {1,630) {1,895}
Profit before income tax 9,603 23,294
Income tax benefit/{expense) altributable to profit 448 {6,102}
Profit after income tax attributable to
members of Incitec Pivet Limited 10,051 17,192
cehts cents
Earnings per share
Basic earnings per share from continuing operations
Ordinary shares {4) 17 29
Diuted earnings per share from continuing operations
Ordinary shares {4} 17 29

The consclidated entity has elected not to restate the condensed consolidated interim Income Siatement for the half-year ended 31
March 2005 for financial instruments within the scope of AASB 132 Financial Instruments: Presentation and AASE 139 Financial
instruments: Recognition and Measurement as permilted on the first-time adoption of AIFRS. Refer Note 1.

-1
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Condensed Consolidated Interim Balance Sheet
As at:

3t March 30 September 31 March

2606 2005 2005

$000 5000 $000
Current assets
Cash assets 11,699 3,351 2,704
Receivables 141,742 5,901 113,083
Other financial assets 4,870 12,341 2,808
Inventories 380,892 262,908 356,253
Other assets 8,285 1,638 8,572
Assets held for sale 2,166 2416 367
Total current assets 550,854 358,556 483,897
Non-current assets
Receivables 319 1,833 2,074
Property, plant and equipment 286,120 281,971 307,638
Goodwill 183,869 183,808 183,809
tntangible assets 7,582 8,441 3,180
Deferred tax assets 34,895 18,908 17,023
Retiremant benefit surplus 618 818 -
Other assets 865 83¢ 2,298
Total non-current assets 514,108 507,219 522,028
Total assets 1,064,962 865,775 1,005,825
Current liabilities
Payables 267,424 200,699 217,374
interest bearing liabilities 149,627 12,514 133,250
Current tax liabilities 3,818 4,101 2,892
Provisions 45,463 43,713 22,719
Total current liabilities 466,132 261,027 376,035
Non-current liabilities
Deferred tax fiabilities 29,577 25,480 30,418
Retirement benefit obligations . - 4,403
Provisions 37,124 12,821 21,513
Total non-current liabilities $6,701 41,301 56,334
Total liabilities 532,833 302,328 432,369
Net assets 532,129 563,447 573,558
Equity
Contributed equity 532,445 532,445 532,445
Reserves {4,359) {1,524} {2,581}
Retained profits /{losses) 4,043 32,526 43,692
Total equity 532,129 563,447 573,558

The consclidated entity has elected not to restate the condensed consolidated interim Balance Sheet for the half-year ended 31 March
2005 and the year ended 30 September 2005 for financial instruments within the scope of AASB 132 Financial instruments:
Presentation and AASB 138 Financial instruments: Recognition and Measurement as permitied on the first-time adoption of AIFRS.
Refer Note 1.

The condensed consolidated interim Balance Sheset should be read in conjunction with the accompanying notes.

~11-
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Condensed Consolidated Interim Statement of Recognised

Income and Expense
For the half-year

Masrch March
2006 2005
Notes $000 $000
Cash flow hedges
Recognition of fair value of cash flow hedging instruments {8) {6,795) -
Effective portion of changes in fair value {8) {%,718) -
Share-based payment transactions {8) (715) 393
Net incomef{expense) recognised directly in equity {12,228) 393
Profit for the half.year 10,051 17,192
Total recognised income and expense for the half-year attributable to
members of Incitec Pivot Limited {2,177) 17,585

The consclidated entity has elected not to resiate the condensed consclidated interim Statement of Recognised Income and Expense
for the half-year ended 31 March 2005 for financial instruments within the scope of AASB 132 Financial instruments: Presentation and
AASRE 138 Financial instruments: Recognition and Measurement as permitied on the first-time adoption of AIFRS. Refer Note 1.

The condensed consolidated interim Siatement of Recognised Income and Expense should be read in conjunction with the
accompanying notes.

-T2~
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31 March 2008

Condensed Consolidated Interim Statement of Cash Flows

For the half-year

March March
2006 2005
$000 $000
Inflowsf inflows/
{Outflows} {Outflows}
Cash flows from operating activities
Receipts from customers 362,344 439 875
Payments to suppliers and employees {417,144) {499,585}
Interest received 314 695
Borrowing costs {3.880) {2,241}
Rental income 59 70
Other trading revenue received 81 194
Net income taxes paid {8.9086) {18,071}
Net cash flows from operating activities {66,932) {79.043}
Cash flows from investing activities
Payments for property, plant and equipment {16.627) {11511}
Payments for intangibles {156) {2,769}
Proceeds from sale of investments 6,992 -
Payments for purchase of investments - {1,500}
Proceeds from sale of propetty. plant and equipment 122 1 V6Y
Net cash flows used in investing activities {9.069) {14,013}
Cash flows from finanging activities
Net movement in short-term financing 113,420 70,195
Dividends paid {29.071) {58,281}
Neot cash flows used in financing activities 84,349 11,914
Net increasef(decrease) in cash held 8,348 {81.142)
Cash at the beginning of the half-year 3,381 83,846
Cash at the end of the half-year 11,699 2,704

The consolidated entity has elected not to restate the condensed consolidated interim Statement of Cash Flows for the half-year ended
31 March 2005 for financial instruments within the scope of AASE 132 Financial instruments: Preserttation and AASE 139 Financial
instruments: Recognition and Measurement as permitted on the first-time adoption of AIFRS. Refer Note 1.

The condensed consolidated interim Statement of Cash Flows should be read in conjunction with the accompanying notes.

~1T3 -
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Notes to the Financial Statements
For the half-year

1. Significant accounting policies preparing the Financial Staternents for the half-year ended 31

incitec Pivot Limited is a cormpany domiciled in Australia. The
condensed consolidated interim financial report was
authorised for issue by the directors on 28 Aprit 2008.

The significant accounting policies adopted in preparing the
financial report of Incitec Pivot Limited (‘the Company' or
‘Ineitec Pivot'y and of its controlied entitias {coltectively 'the
consolidated entity’} are stated below to assist in a general
understanding of this financial report.

{i) Basis of preparation

This general purpose financial report for the half-yaar
reporting period ended 31 March 2006 has been prepared in
accordance with the requirements of applicable Accounting
Standards including AASE 134 Inferdm Financial Reporting,
the Corporations Act 2001 and other mandatory professional
reporting requirements.

international Financiat Reporting Standards ("IFRS"} form the
basis of Austrafian Accounting Standards adopted by the
Austratian Accounting Standards Board {“AASE”), being
Australian equivalents to IFRS {"AIFRS™). The interim
financial report of the consolidatad entity also comnplies with
iFRSs and interpretations adopted by the International
Accounting Standards Board.

‘The half-year financial report has been prepared on a
historical cost basis, except for derivative financial
instrumants and financial instruments held for trading which
have been measured at fair value. The carrying values of
recognised assets and liabilities that are hedged iterns in fair
value hedges, and are otherwise carried at cost, are adjusted
to record changes in the fair value atiributable to the risks that
are baing hedged.

This is the consolidated entily's first interim financial report
under Austratian Equivalents to international Financial
Reporting Standards (AIFRS) for part of the period covered
by the first AIFRS annual financial report. This half-year
financial report does not include all the notes of the type
normally included in an annual financial report. Accordingly,
this report is to be read in conjunction with the annual report
for the year ended 30 September 2005 prepared under
Austratian GAAF (AGAAF), changes in accounting policy for
AIFRS requirements sumrnarised in these Financial
Statements and any announcements made by Incitec Pivot
Lirnited.

The financial report is presentad in Australian dollars.

{ii} Changes in accounting policies

The consolidatad entity changed its accounting policies on

1 Cetober 2005 to comply with AIFRS. The transition to
AIFRS is accounted for in accordance with Accounting
Standard AASB 1 First-time Adoption of Australian
Equivalents fo Intemational Financial Reporting Standards,
with 1 Oc¢tober 2004 as the date of transition. An explanation
of how the transition from superseded policies to AIFRS has
affected the consolidated entity's Balance Sheet, Income
Statement and Statement of Cash Flows is discussed in note
11440

The accounting policias set out below have been applied in
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March 2008, the comparative information presented in these
Financial Staternents, and in the preparation of the opening
AJFRS balance sheet at 1 October 2004, the consolidated
entity’s date of ransifion, except for the accounting policies in
respect of financial instrumaents. The consolidated entity has
not restated comnparative information for financial inshurnents,
including derivatives, as permitted under the first-time
adoption transitionat provisions. The accounting policies for
financiat instrurments applicable o the comparative
information are consistent with those adopted and disclosed
in the lodged 2005 annual financial report. The impact of
changes in these accounting policies on 1 October 2005, the
data of {ransition for financial instruments, is disclosed in note
11N,

This interim financial report has been prepared on the basis
of AIFRS on issue that are effective, or available for sarly
adoption in Incitec Pivot's first AIFRS annual reporting dale,
30 September 2008. Based on these AIFRS, the directors
have rnade assumptions about the accounting policies
expected to be adopted when the first AIFRS annual financial
raport is prepared for the year ending 30 September 2006.
lncitec Pivot has elected {o early adopt Australian Accounting
Standards, and interpretations which permit sarly adoption.
The decision to sarly adopt those standards and
intampretations ensures that policy elections described balow,
including AIFRS iransition exernptions, are availablse. The
principat standards and interpreiations that have been early
adopted ara:

* Revisaed AASE 118 Employee Benefifs

s AASEB 2004-3 Amendments fo Austratian Accounting
Standards amending AASE 1 First-time Adoption of
Australian Equivalents fo infernational Financial Reporting
Standards, AASE 101 Presenfation of Financial Statements,
AASE 124 Related Party Disclosures

«  AASH 2005-1 Amendments fo Austratian Accounting
Standard amending AASB 138 Financial Instruments:
Recognition and Measurement

«  AASBH 2005-3 Amendmenis to Australian Accounting
Standards amending AASB 118 Employee Benefifs

«  AASE 2005-4 Amendments {o Australian Accounting
Standards amending AASB 138 Financial Instruments:
Recognition and Measurement, AASE 132 Financial
Instruments: Presentation, AASE 1 Firsttime Adoption of
Australian Equivalents (o International Financial Reporiing
Standards, AASB 1023 General Insurance Contracts, AASB

1038 Life Insurance Confracts

«  AASH 2005-5 Amendments fo Austratian Accounting

Standards amending AASB 1 First-time Adoption of

Austrafian Equivalents to International Finanefal Reporting

Standards, AASB 138 Financial Instruments: Recognition and

Measurement

«  AASH 2005-7 Amendments fo Austratian Accounting

Standards amending AASEB 134 Interim Financial Reporting

o UG 4 Determining whether an Arrangement containg a

tease
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1. Significant accounting policies (continued) (vii} Share based payments

» UG 5 Rights fo Interests arising from Decommissioning,
Restoration and Environmental Rehabilitation Funds

s UG 1052 Tax Consolidation sccourting

{ili} Consolidation

The consolidatad Financial Staternents are prepared by
cornbining the Financial Statements of all the entities that
cornprise the consolidated entity, being the Company (the
parent entity} and its subsidiaries as defined in Accounting
Standard AASE 12Y Consofidated and Separate Financial
Staternents. Consistent accounting policies are employed in
the praparation and prasentation of the consolidated

Financial Statements. On acquisition, the assets, liabilities
and contingent liabilitias of a subsidiary are measured at their
fair vatues a the date of acquisition. Any excess of the cost of
acquisition over the fair values of the identifiable net assets
acquired is racognisad as goodwill. If, after reassessment, the
fair values of the identifiable net assets acquired exceed the
cost of acquisition, the excess is credited to the Income
Statemnent in the period of acquisition.

The consolidated Financial Staternents include the
information and results of each subsidiary from the data on
which the Company obtains control and untif such time as the
Company ceases to control such entity.

in preparing the consolidated Financial Statements, all
mtercompany balances and transactions, and unrealised
profits arising within the consolidated entity are eliminated in
full.

{iv) Revenue recognition

External salaes and other income are recognised when the
risks and rewards of ownership are transferred fo the
purchaser. Intarest income is recognised as i acorues.
Dividands are recognised in the Income Statament when
dectarad.

{v} Finance costs

Finance costs include interest on borrowings, amortisation of
discounts or premiums relating to borrowings and
amortisation of ancillary costs incurred in connection with the
arrangement of borrowings, including lease finance charges.
Finance costs are expensed as incurrad uniess they relate to
qualifying assets. Qualifying assets are assets that take
more than twelve months to get ready for their intended use
or sate. Where funds are borrowed specifically for the
production of a qualifying assat, the inferest on those funds is
capitalised, net of any interest samed on those borrowings.
Where funds are borrowed generally, finance costs are
capitalised using a weighted averags inferest rate.

{vi} Research and development costs

Research costs are expensed as incurred. Development
cosis are expensed as incurrad except when it is probable
that future economic benefits associated with the item will
flow to the consolidated entity, in which case they ara
capitalised.
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Under the Long Term Incentive Plan {LT1}, Incitec Pivot may
grant awards to executives, subject to individuat and
Company performance (the Performance Plan). The LTis
oparate by way of the Company providing executives with
timited recourse interest bearing loans which rmust be used o
purchase Incitec Pivot shares on market.

The benefits received by the exsculives as a result of
participation in the LTI plan are ireated as options. The fair
value of the options is recognised as an employes expense
over the ralevant vesting period with a corresponding
increass in equity. An option pricing rnodst is used o derive a
fair value at grant date. Loan forgiveneass and other terms and
conditions are incorporated into the option valuation.

The fair value is allocated to the Income Staternent evenly
over the period from grant date to the date when an
entitlernent to an award, in the form of a loan waiver, arises.
The interest bearing loans are not recognisad on the balance
shaet.

(viii} Taxation

Under AASE 112 Income Taxes, deferred tax balances are
detarmined using the batance sheat method which calculatas
temporary differences based on the canying amounts of an
entity's assets and liabilities in the balance sheets and their
associated tax bases. In addition, current and defarred faxes
attributable to amounts recognised directly in equity ars also
recognised directly in equity.

lncome tax on the profit or loss for the year comprises current
and deferred tax. Incoms tax is recognised in the incoms
Staternent except to the extent that it relates o items
recognised directly in equity, in which case it is recognised in
equity.

Current tax is the expected tax payable on the {axable
income for the year, using tax rates enactad or subsiantively
enacted at reporting dats, and any adjustments to tax
payable in respact of previous yaars. Deferred taxis
provided using the balance shest liability method, providing
for ternporary differences between the carrying amount of
assels and liabilities for financial reporting purposes and the
amounts used for taxation purposes.

The amount of deferred tax provided will be based on the
expected manner of realisation of the asset or settlernent of
the liability, using tax rates enacled or substantively enacted
at reporting date.

A deferrad tax asset will be recognised only to the extent that
it is probable that future taxable profits will be available
against which the asset can be utilised. Deferred tax assels
will be reduced to the extent it is no longer probable that the
retated tax benefit will be realised.

Tax Consolidation

Lagisiation to allow groups, comprising a parent entity and its
Australian resident wholly-owned entities, to slect {o
consolidate and be reated as a single entity for incoms tax
purposes was substantially enacted on 21 Octobar 2002. This
lagislation, which includes both mandatory and elective
slements, is applicable to the Company. Incitec Pivot Limited
is the parant entity in the tax consolidated group comprising
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all wholly-owned entities. The implementation date for the
tax-consolidatad group was 1 October 2003

Due to the effact of applying UIG 1052 Tax Consolidation
Accounting and the existence of a tax funding agreemsent
betwean the entities in the {ax consolidated group, the parent
entity recognises the tax effects of s own transactions and
the current tax liabilities and the deferred tax assets arising
frorn unused tax lossas and unused tax credits assumed by
the subsidiary entities. In accordance with the tax funding
agresment, the subsidiary entities are comnpensated for the
assets and liabilities assurned by the parent endity as
misrcompany recsivables and payables and for amounts
which equal the amounts initially recognised by the subsidiary
entities. There is no adjustrnent for tax consolidation
contribution by {or distribution to) equity participants.

{ix} Inventories

inventories are valued at the lower of cost and net realisable
value. Net realisable value is the estimated sslling price in
the ordinary course of business less the estimated cost of
cornpletion and selling expenses. Costis basedona
weighted average method. For manufactured goods, cost
mecludas direct material and labour costs plus an appropriate
praportion of fixed and variable overheads based on normal
operating capacity of the production facilities. For
merchanted goods, cost is net cost into store.

Spare parts purchased for a particutar asset or class of
assels are classified as capital spares in property, plant and
equipment and depreciated. Engineering spares are held in
mventory and expensed when used.

{x} Trade and other receivables
Trade and othear receivables are recognised at their cost less
any impairment losses.

Collectibility of trade and other receivables is reviewed on an
ongoing basis. Debis which are known o be uncollectible are
writtan off. An impairment loss is recognised when there is
objective evidence that the Group will not be able to coflect
amounts due according to the originat terms of the
receivables.

Derecognition

A number of custorners use bark facilities that are
guaranteed or partially guaranteed by Incitec Pivol. Where
the entire risks and rewards ralating to these facilities have
been transferred to the financial institution, the receivable is
derecognised. Where this has not occurred, the receivable
and the equivalent interest bearing liability have been
recognised in the balance shest.

Comparative period poficy

Full datail of the cornparative period policy are included in the
consolidated entity’s 30 September 2005 financial report.

{xi} Other financial assets

The consolidated entity's interests in financial assets other
than controlled entities are stated at fair value, with
movement in market value recognised in the Income
Statement.
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it the Income Statament when daclared.

{xiif} Non-current assets held for sale and
disposal groups

Imemediately befora classification as held for salg, the
measuramant of the assets {and all assets and liabilities in a
disposal group) is brought up-to-date in accordance with
applicable accounting standards. Then, on initiad classification
as held for sale, non-current assets and disposat groups are
recognised at the lower of carrying amount and fair value less
costs to sell.

Impairment losses on initial classification as held for sals are
included in the Income Statement. The same applies to gains
and losses on subsequent remeasurernent.

Classification as a disposal group occurs when the operation
meats the criteria o be classified as held for sale.

{xiii} Property, plant and equipment and
depreciation

Property, plant and equipment is staled at cost less
accurmutated depreciation and impairment. Cost includes
expenditure thatl is directly atfributable to the acquisition of
the itern. The cost of self-constructed assets includes the cost
of materials, direct labour and an appropriate proportion of
overheads. Subsequent costs are included in the asset’s
carrying amoun! or recognised as a separate asset, as
appropriate, only when it is probable that future sconomic
banefits associated with the item will flow to the consolidated
entity and the cost of the ilem can be measured reliably.

Property, plant and equipment, other than freehold land, is
dapreciaied on a straight-line basis at rates ¢alculated to
allocate the cost less the aslimated residual valus over the
estimated usefu life of each asset to the consolidated antity.
Estimated useful lives of each class of asset are as follows:
Buildings and improvernents 20 to 40 years
Machinery, plant and eguipment 3 1o 30 years

Certain #ems of property, plant and equipment that had been
revalued to fair value on or prior to 1 October 2004, the date
of transition to AIFRS, are measured on the basis of deemed
cost, being the revalued amount at the date of that
revaluation.

Profits and losses on disposal of property, plant and
equiprnent are taken to the Income Statement.

Spare parts purchased for a particular asset or class of
assets are classified as capital spares in property, plant and
squipment and depreciated over the useful fife of the asset or
class of assets to which they relate. Engineering spares are
held in invantory and expensed when used.

(xiv} Leased assets

Laases under which the consolidated entity assumes
substantiatty all the risks and benefits of ownership are
classified as finance leases. Other leases are classified as
opsarating leases.

Finance leases are capitalised at the present value of the
minimum lease payments and amortised on a straight-line
basis over the period during which benefits are expected to



Incitec Pivot Limited
Appendix 4D
31 March 2008

Notes to the Financial Statements
For the half-year

1. Significant accounting policies (continued) fives in the current and comparative periods are as follows:

flow from the use of the leased assels. A corresponding
liahifity is established and each lease payment is allocated
betweaan finance charges and reduction of the lability.

Operating leases are not capitalised and lsase rental
payments are taken to the Income Statement as incuwrrad.

{xv] intangible assets
fii  Goodwill business combination

Business combinations prior to T October 2004

Goodwill is included on the basis of its deemed cost, which
represents the amount recorded under previous GAAP. The
classification and aceounting treatrnent of business
combinations that occurred prior to 1 Octobar 2004 has not
been rastated in preparing the consolidated entity's opening
AIFRS balance sheet at 1 October 2004 {see note 11(e)).

Business combinations since 1 Cofober 2004
There have been no business combinations since 1 October
2004,

fijy Research and development

Expenditure on research aclivities, undertaken with the
prospact of gaining new scientific or tlechnicat knowledge and
understanding, is recognised in the incorns staternent as an
sxpense as incurred.

Expenditure on development activities, wheraby research
findings are applied to a plan or design for the production of
new or substantially improved products and processes, is
capitalised if the product or process is technically and
cornmercially feasible and the consolidated entity has
sufficiant resources to cornplets development.

The sxpenditure capitalised includes the cost of materials,
direct labouwr and an appropriate proportion of overheads.
Other development expenditure is recognised in the incoms
statement as an expense as incurred. Capitalised
devslopment expenditure is stated at cost less accumulated
amartisation {see h{v) below} and impairment losses (see
accounting policy {xxiii)).

(it Other intangible assets

Cther intangible assets that are acquired by the consolidated
entity are stated at cost less accurnulated amortisation {see
hiv} below} and impairment losses (sae accounting policy
{xii)).

fivi Subseguent expenditure

Subsequent expenditure on capitalised intangible assels is
capitalised only when it increases the future economic
benesfits embodied in the specific asset to which it relates. All
other expenditure is expensed as incurred.

fvj Amortisation

Arnortisation is charged fo the income statementon a
straight-ine basis over the estimated useful lives of intangible
assels unless such lives are indefinite. Goodwill and
intangible assats with an indefinite useful life are
systematically tested for impairment at sach annual balance
shest date. Other intangible assets ars amortised from the
date that they are available for use. The estimated ussful
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»  Software 3 -7 years

{xvi} Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair
value less atlributable transaction costs. Subsequent to initial
recognition, interest-bearing borrowings are stated at
amortised cost with any difference between cost and
redemption valus being recognised in the Income Statermnent
over the period of the borrowings on an effective inferest
basis. Amortised cost is calculated by taking into account
any issue costs, and any discount or premium on issuance.
Gains and losses are recognised in the Income Statement in
the event that the liabilities are derecognised.

Comparative period policy

Bank loans are recognised at their principal amount. interest
expense is accruad at the contractad rate.

(xvii) Provisions

A provision is recognised when thare is a legal or constructive
obligation as a result of a past event and it is probable that a
future sacrifice of aconornic benefits will be required to settle
the obligation, the timing or amount of which is uncertain,

If the effect is rnaterial, a provision is determined by
discounting the expected fulure cash flows {adjusted for
expected future risks) required to settle the obligation at a
rate that reflects current market assessments of the time
value of money and the risks specific to the liability. The
unwinding of the affect of discounting is recognised as a
finance cost.

Environmental

Estimated costs relating to the remadiation of soil,
groundwater and untreated waste that have arisen as a result
of past avents are usually taken fo the Income Statement as
soon as thea need is identifled and a reliable estimate of the
tiability is able to be assassed.

However, where the cost relates to land held for rasale then,
to the extent that the expected realisation exceads both the
book value of the land and the estimated cost of remediation,
the cost is capitalised as past of the holding value of that land.

For sites where there are uncertainties with respect to what
Incitec Pivol's remadiation obligations might be or what
remediation techniques might be approved and no reliable
estimate can presently be made of regulatory and
remediation costs, no amounts have been capitalised,
expensad or provided for.

The provision is the best estimate of the present value of the
expenditure required to settle the restoration obligation at the
reporting date, based on current legal requirernents and
tschnology. Future restoration costs are reviewed annuatly
and any changss are reflected in the present value of the
restoration provision at the end of the reporting pericd.
Decommissioning

The present value of the estirnated costs of dismantling and
removing an asset and restoring the site on which it is located
ara recognised as an assst within property, plant and
equipment and as a provision where a legal or constructive
obligation exists. At each reporting date, tha liability is
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rerneasured in line with changes in discount rates, timing and
estimated cash flows. Any changes in the liability are added
or deducted from the related asset, other than the unwinding
of the discount which is recognised as a financing cost in the
income Statsment.

Employee enfitlements

Provisions are made for liabilities to employsas for annual
leave, sick isave and other current employes entitlements
that rapresent the amount for which the consolidated entity
has a present obligation. These have been calculated at
undiscounted amounts based on the wage and salary rates
that the consolidated entity expects {o pay as at sach
reparting date and include related on-costs.

Lighilities for employes entitlements which are not expected
to be settled within twelve months of balance date, such as
long servics leave, are accruad at the present value of future
amounts expected to be paid. The present valua is
determined using interest rates applicable to governmaent
guaranteed securities with maturities approximating to the
terms of the consolidatad entity’s obligations.

A liability is recognised for bonus plans on the achisvement of
predetermined bonus targets and the benefit calculations are
forrnally documented and determined before signing the
financial report.

Superannuation

Contributions to defined contribution superannuation funds
are takean o the Income Statement in the year in which the
payment is made.

For defined benefit schermes, the cost of providing pensions
is charged fo the Income Statement so as o recognise
current and past service costs, interast cost on defined
benefit obligations, and the effect of any curtailments or
setflements, nat of expected raturmns on plan assets.

All actuarial gains and losses as at 1 October 2004, the date
of transition to AIFRS, were recognised in retained earnings.
The consolidated entity has early adopted the revised AASB
119 Employee Benefits and all actuarial gains and [osses that
arise subsequent to 1 Octobar 2004 are recognised directly in
equity.

The consolidated entity's net obligation in respect of defined
benefit superannuation plans is calculated by estirmating the
amount of future benefit that employess have samed in
return for their service in the current and prior periods; that
benefit is discounted to determine ifs present value, and the
fair vatue of any plan assets is deducted. The discount rate is
the yisld af the balance sheet date on government bonds that
have matwity dates approximating the terms of the
consolidated entity’s obligations. The calculation is perforrmed
by a qualifisd actuary using the projected unit credit mathod.
Dividends

A provision for dividends payable is recognised in the
reporiing period in which the dividends are declared, for the
entire undistributed amount, regardiess of the extent fo which
they will be paid in cash.
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Provisions for restructuring or termination benefits are only
recognised when a detailed plan has been approved and the
restructuring or termination benefits have sither commencad
or been publicly announced, of firm contracts related to the
restructuring or termination benefits have been sntered info.
Costs relatad to ongoing activities are not provided for.
Onerous contracts

A provision for onerous contracts is recognised after
impairment lossas on assels dedicated to the contract have
bean recognised and when the expected benefits are less
than the unavoidable costs of meeting the contractual
obligations. A provision is recognised to the exdent that the
contractual obligations exceed unrecognised assets.

(xviii) Trade and other payables
Trade and other payables are statad af cost.

{xix} Foreign currency transactions

Transactions in foreign currencies are translated at the
foreign exchange rate ruling af the date of the transaction.
Monetary assets and liabilities denominated in foreign
currencies at the balance sheet date are transiated to
Awustralian dollars at the foreign exchange rate ruling at that
date. Foreign exchange differences arising on translation are
recognised in the Incorne Staternent.

{xx) Derivative financial instruments

The consolidated antity uses derivative financial instrurnents
to hedge s exposure to foreign exchange and interest rate
risks arising from operational, financing and investment
activities. In accordance with its treasury policy, the
consolidated entity does not hold or issus derivative financial
instrurnents for trading purposes.

However, derivatives that do not qualify for hedge accounting
ara accounted for as traging instruments.

Derivative financial instruments are recognised initially at
cost. Subsequent fo initial recognition, derivative financial
instrurnents are stated ai fair valua. The gain or loss on
remeasurament o fair value is recognised imrmediately in the
lncome Staternent. However, where derivatives qualify for
hadge accounting, recognition of any resultant gain or loss
depends on the nature of the item being hadged.

Hedging

Cash flow hedges

Where a derivative financial instrument is designated as a
hadge of the variability in ¢ash flows of a recognised asset or
tiabifity, or a highly probable forecasted transaction, the

effactive part of any gain or loss on the derivative financial
instrurnent is recognised directly in equity.

When the forecasted transaction subseguently resulls in the
recognition of a non-financial assat or non-financial liability,
the associated cumulative gain or loss is removed from equity
and included in the initiat cost or other carrying amount of the
non-financial asset or liability.

If 2 hedge of a forecasted transaction subsequently results in
the recognition of a financial asset or a financial liabifity, then
the associated gains and losses that were recognised divectly
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i equity are reclassifiad into the Income Statement inthe
same period or periods during which the asset acquirad or
liabitity assumed affects the Incoms Staternent.

For cash flow hedges, other than those covered by the
preceding two policy statements, the associated curnulative
gain or 10ss is rermoved from sqguity and recognised in the
incomea Statement in tha same petiod or periods during which
the hedged forecast transaction affects the income
Statement. The ineffective part of any gain or loss is
recognised immediately in the Income Statement.

When a hedging instrument axpires or is sold, terminated or
exercised, or the entity revokes designation of the hedge
relationship but the hadged forecast transaction is still
expacted 1o occur, the curnulative gain or loss at that point
remains in equity and is recognised in accordance with the
above policy when the transaction ccours. f the hadged
transaction is no longer expacted to take place, then the
curnutative unrealised gain of loss recognised in equity is
recognised immadiately in the Income Statement.

Hedge of monetary assets and liabilifies

When a derivative financial instrurnent is used o hedge
sconomically the foreign exchange exposure of a recognised
monetary asset or liability, hedge accounting is not applied
and any gain or loss on the hedging instrurnent is recognised
in the Income Statement.

Comparative period poficy

The consolidatad entity has taken the exernption avaitable
under AASE 1 First-time Adoption of Australian Equivalents
to Infernational Financial Reporting Standards to apply AASB
132 Financial instruments: Presentation and AASE 136
Financial Instruments: Recognition and Measurement only
frorn 1 October 2005. The consolidated entity has applied
previous AGAAR 1o the comnparative information on the
financial instruments within the scope of AASE 132 Financial
instruments. Presentfation and AASB 138 Financial
instruments: Recognition and Measurement. The accounting
policies applied in the comparative pariod are as follows:

Dertvative financial instrurnents are used to hedge interest
rate and foreign currency exposures.

Aceordingly, hedge accounting principtas are applied, under
which gains and losses on derivatives are brought to account
on the same basis as the gains and losses on the underlying
physical exposures. Detivative financial instruments ara not
held for speculative purposes.

The effect of interest received, paid or accrued under interest
rate swap and forward rate agreernents is included in the
calculation of net inferest expense. The amount recsivable or
payable at balance data is included in assets or liabilities
respactively.

Anticipated fransaclions

Foreign currency transactions are transfated at the exchange
rate prevailing at the date of the transaction. Foreign

currency receivables and payables ocutstanding at balance
date are fransiated st the exchange rates currant at that date.
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recaivable and payables are {aken to the incomsa Staiement.

Where hedge fransactions are designated as a haedge 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 costs or gains
arising at the time of entering into the hedge, are deferred
and included in the measurament of the anticipated
transaction when the transaction has ocecurred as designated.
Any gains or losses on the hedge fransaction after that date
are included in the Income Statement.

The net amount receivable or payable under opan swaps,
forward rate agreaments and futures contracts and the
associated deferred gains or losses are not recorded in the
Income Staternent until the hedged transaction matures. The
nat receivables or payables are then revalued using the
faoreign currency, interast or commodity rates current at
balance date.

When the anticipated fransaction is no longer expecied o
occult as designated, the deferred gains and lossas refating fo
the hedged transaction are recognised immediately in the
lncome Staternent.

Gains and losses that arise prior to and upon the maturity of
ransactions enterad into under hedge sirategies are deferred
and included in the measurement of the hedged anticipated
ransaction if the transaction is stilt expected to oceur as
dasignated. If the anticipated fransaction is no longer
expected to occur as designated, the gains and losses are
recognised immediately in the Income Staterment.

{xxi} Cash and cash equivalents

For the purposes of the Staternent of Cash Flows, cash
includes cash at bank, cash on hand and deposits at call
which are readily convertible 1o cash on hand and which are
used in the cash management function, net of bank
ovardrafts.

{xxii} Share capital

When share capital recognised as equily is repurchased, the
amount of the consideration paid, including directly
attributable costs, is recognised as a deduction from total
equity.

Transaction costs of an equily transaction are accounted for
as a deduction from equily, net of any related income tax
banefit.

Redeemabie preference shares

Redeernable preference shares which provide for mandatory
redemption are included in Habilities as they ars, in
substanee, borrowings. Dividends payable on these shares
are recognised in the Income Siatement as finance cosis on
an accruals basis.

{xxiii) Impairment of assets

The carrying amount of the consolidated antity’s assets
excluding defined bensfit fund assels, deferred lax assets,
goodwill and indefinife lifa intangible assets is reviewed at
each reporting date fo determine whether there is any
evidence of impairment. If such indication axists, the asset is
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tested for impairment by comparing its recovarable amount fo
its earrying amount. Goodwill and indefinite life intangible
assels will be tested for irnpairment annually.

‘The recoverable arnount of an asset is determined as the
higher of net salling price and value in use. The recovarable
amount is estimated for each individual asset or whare itis
not possible to estimate for individual assets, it is estimated
for the cash generating unit to which the asset belongs.

A cash generating unit is the smallest identifiable group of
assets that generate cash inflows largely independent of the
cash inflows of other assets or group of assets with each
cash generating unit being no larger than a segment. In
caleutating recoverable amount, the estimated future cash
flows are discounted to their present values using & pre-tax
discount rate that reflects the current market assessments of
the risks specific 1o the asset or cash generating unit. Cash
flows are estimated for the asset in its present condition and
therefore do not include cash inflows or cutflows that improve
or enhance the assels performance or that may arise from
future restructuring.

An impairreent loss is recognised whenever the carrying

amount of an asset or its cash generating unit exceeds its
recoverable amount.

20

Impairment losses recognised in respect of cash-generating
units are allocated first {o reduce the carying amount of any
goodwill aflocated to cash generating units and then, to
reduce the canying amount of the other assets in the unit.

{xxiv) Goods and services tax

Ravenues, expenses, assals and liabilities other than
receivables and payables, are recognised net of the amount
of goods and services tax {GST), axcept where the amount of
GST incurred is not recoverabls from the relevant taxation
authorities. in these circumstancas, the GST is recognised as
part of the cost of acquisition of the asset or as part of an itemn
of expense.

The net amount of GST recoverable from, or payable to, the
relavant taxation authorities is included as a currant asset or
tiability in the Balance Sheet.

Cash flows are included in the Statement of Cash Flows on a
gross basis. The GST components of cash flows arising from
investing and financing activities which are recoverable from,
or payable to, the relevant taxation authoritias are classified
as operating cash flows.

(xuv) Comparative figures
Where necessary, cornparatives have been reclassified and
repositioned for consistency with current year disclosures.
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2. Sales revenue and other income

March March
2006 2005
$000 $000
Sales revenue
External sales 376,852 423,230
Sales to entities subject to common control 18,669 16,425
Total sates revenue 395,461 439,655
Other income
{rterest income
common controlied entities - 248
external parties ~ hanks 314 283
Rental income 59 70
Other income 2,218 1,013
From outside operating activities
Unrealised gain on listed investment 1,929 -
Realised gain on listed investment 6,892 -
Profit on sale of property, plant and equipment 25 185
YTotal other income 11,437 1777
Total sales revenue and other income 406,898 441 432

{1} Includes urrealised foreign exchange gains and losses.

Seasonality of operations

Earnings are biased io the second half of the financiat year which is significantly influenced by the winter planting season.
The following table presents selected results for the consolidated entity for the 12 months ended 31 March 2006:

Revenue from ordinary activities 1,048,156 nfa 4
Profit from ordinary activities before income tax 11,268 nia i

{1} No comparative information is provided for the 12 months ended 31 March 2005 as part of this period was reported under
previocus AGAAR and the information in accordance with AIFRS is not readily available.
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3. Individually significant items

Incitec Pivot Limited
Appendix 4D
31 March 2008

March March
2006 2005
Gross Tax Net Gross Tax Net
$000 $000 $000 $000 $000 $000
Profit includes the following revenues and expenses whose
disclosure is relevant in explaining the financial performance
of the entity:
Litigation rufing and dispute'" {7,400} 2,220 {5,188) . . -
Gain from Investment held for resale in listed Co ™
Realised 6,892 670) 6,222 - - -
Unrealised 1,929 (579 1,356 - - -
Total gain from investment held for resale 8,821 {1.249) 1,572 - - -
Cockle Creek clean-up and closure costs ™ -
Environmental clean-up {21,623) 6,307 {14,716} - - -
Closure and demolition {7,283) 2,188 {5,098} - - -
Total Cockle Creek clean-up and closure costs {28,306) 8,492 {19,814} - - -
individually significant tems {26,888) 9,463 {17,422} - - -

{1} Pending a determination by the Court as to quantum, a provision has been raised in respect of the disputs in the 20605 proceedings with Elders
Limited for which orders wers made by the Supreme Courd of Scuth Australia in favour of Elders Limited in April 2008, it is expected that the guanium

hearing wifl be held in the second half of 2006,

{2} Reglised and unreailised gains in reiation 1o the invesiment held for resale in the listed gas producer Quesnsiand Gas Company Limited. Capital

tosses offset the fax in relation to this gain.

{3} A provision has been recoghised in relaiion to the cosis associated with dismantling the manufacturing facility and remediating the site at Cockle
Cresk s announced 1o the Australian Stock Exchange on 20 April 2008,

A E
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4. Earnings per share (EPS)

March March
2006 2005
Cents Cents
Notes per share per share
Basic and diluted earnings per share
including significant items 17 29
excluding significant items 47 29
Number Number
Weighted average number of shares used as the denominator.
Number for basic and difuted earnings per share '*! 58,281,027 58,281,027
$000 $000
Reconciliation of earnings used in the calculation of basic and diluted earnings
per share including individually significant items
Profit from ordinary activities after income tax 10,051 17,192
Earnings used in calculation of EPS including individually significant items 10,051 17,192
Reconciliation of earnings used in the calculation of hasic and diluted earnings
per share excluding individually significant items
Profit from ordinary activities after income tax 10,051 17,192
Add back individually significant items after incoms tax 17,422 -
Earnings used in calculation of EPS excluding individually significant items 27,473 17,192

The average market price of ordinary shares during the half-year ended 31 March 2008 was $16.67 {2005 §20.49).

{1} Mo shares were issued in 2005 or during the six month period ended 31 March 2008, thus the weighted average number of
shares at 31 March 2005 and 31 March 2006 represents issued share capital.

B
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8. Dividends

March March
2006 2005
$000 3000
Dividends paid during the haif-year
Ordinary Shares
Finat dividend of 70 cents per share, fully franked at 30%, paid on 9 December 2004 - 40,797
Final special dividend of 30 cents per share, fully franked at 30%, paid on 8 December 2004 - 17,484
MNovember 20085 special dividend of 50 cents per share, fully franked at 30%,
paid on 8 January 2006 29,141 -
Total ordinary dividends paid in cash 29,141 58,281
Redeemable Preference Shares
Quarterly dividend at 5.36% per share unfranked paid in cash on 27 November 2064 - 737
Tofal dividends paid in cash 29,141 58,018
Subsequent gvent
Since the end of the half-year, the directors have declared the following dividend:
Ordinary shares
interim dividend of 22 cents per share, fully franked at 30%, payable on 8 June 2006 92,822

The financial effect of this dividend has not been recognised in the financial report and will be recognised in subsequent financial
reports.

Redeemable Preference Shares

Dividends paid in respect of the redeemabie preference shares were paid by Incitec Fertilizers Limited, a wholly-owned subsidiary of
the Company, and were paid quarterly at 5.36% per share, unfranked. Dividends on these shares were charged fo the Income
Statement as borrowing costs because the shares are classified as liabilities.

Franking credits

Franking credits available o sharsholders of the Company of $10,159,000 (2005 $26,800,000) at the 30% {2005 at 30%) corporate tax
rate after allowing for 1ax payable in respect of the current half-year. Subssquent to the payment of the interim dividend, the franking
credits avatlable will be $4,5864,000 (2005 $14,600,000). The ability to utilise the franking credits is dependent upon there being
sufficient available profits to declare dividends.
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6. Contributed equity

March March
20086 2005
000 $000
Share capital
Ordinary shares - 58,281,027 {2005 - 58,281,027} 532,445 532,445

Moverments in issued and fully paid ordinary shares of the Company during the past two years were as follows:

Number of
Details Date shares 5000
Opening balance 1 April 2004 58,281,027 532,445
Closing balance 31 March 2005 58,281,027 532,445
Closing batance 31 March 2006 58,281,027 532,445

Terms and conditions

Holders of ardinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at
shargholders’ mestings.

7. Total equity reconciliation

March March

20086 2005

$000 $000

Total equity at the beginning of the half-year 563,447 514,252

Total recognised income and expense for the half-year {2,177} 17,585
Transactions with equity holders in their capacity as equity holders

Bividends provided for or paid {29,141} {58,281}

Total equity at the end of the half-year 532,129 573,556

-dH .
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8. Reserves and retained profits

March March
2006 2005
$000 $000
Reserves
Share-based payments {2,312) {2.581}
Cash flow hedging {2,047) -
Reserves at the end of the halfyear {4,359) {2.581}
Meovement in reserves during the half-year
Share-based payments
Balance st beginning of half-year {1.524) {2.781}
Option expense 95 129
Options forfeited - 71
Loan repayments 219 -
Sharcholder loans {1,102) -
Balance at end of half-year {2,.312) {2.581}
Hedging
Balance at beginning of half-year - -
Recognition of fair value of cash flow hedging instruments upon transition 2,671 -
Net change in fair value of cash flow hedging instruments {4,.718) -
Balance at end of half-year {2,047) -
Mevement in retained profits during the half-year
Retainod profits at the beginning of the half-year 32,526 84,588
Operating profit after income {ax attributable to
members of Incitec Pivet Limited 10,051 17,182
Less dividends paid
2004 Final dividend and spacial dividend - {58.281}
2005 Special dividend {29.141) -
Recognition of fair value of cash flow hedging instruments upon transition {9.4686) -
Share-based payment ransactions
Dividends received a8 repayment 73 183
Retained profits at the end of the half-year 4,043 43,692
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9. Segment Report

10.

Buring the financial year ended 30 Septernber 2005 and during the half-year ended 31 March 2006, the consolidated entity
operated in one business segment in which the principal aclivities were the manufaciure and distribution of fertiliser, and in one
geographic location, Australia.

Contingent Liabilities

The following contingent lisbilities are generally considered ramote, however the directors consider they should be disclosed.
The diractors are of the opinion that provisions are not required.

Discounted bills of exchange

A discounted bill of exchange facility is in place and is ulilised by a number of customers for the purpose of rade finance. The
maijority of these discounted bills of exchangs are used for periods less than 120 days. In the event that customers default and
bills ara not repaid to the underlying financiat institution, there is 100% recourse to the Company. In this circumstance the
Company would be required to repay the bill. The amount would only be written off if the Company was unsuccessful in
collecting the underlying debt.

The adoption of AIFRS has meant the full arnount of this trade finance facility has bsen brought onto the balance shest. Prior to
the adoption of AIFRS the full amount of the facility was disclosad as a contingent liability. Total discounted bills of exchange
outstanding at 31 March 2008, recognised on the balance shaet as a current interest bearing liability and also as current trade
recsivables, amounted to $15.3m {30 September 2005 $65.9m, 31 March 2005 $60.3m).

Contracts, guarantees and warranties

» The Company has guaranteed seasonat borrowings of certain customers. A $70 million facility historically has baen in place
with Suncorp Metway, however has not been renawed for the 2008 / 2007 season. The amount guarantead by Incitac Pivot
is 4% of the total facility or $2.8 million. in the event that customers default on the borrowing, there is recourse to the
Company of up to a maximurm of $2.8m. The amount would be written off if the Company was unsuccessful in collecting the
underlying debt.

The adoption of AIFRS has meant the fult amount of this trade finance facility has been brought onto the balance sheet.
Prior to the adoption of AIFRS the guarantead portion of the facilily was disclosed as a contingent liability. The fotal amount
of the facility outstanding at 31 March 2008, recognised on the Balance Sheet as a current interest bearing lability and also
as current trade receivables, amounted to $8.4m (30 September 2005 $17.9m, 31 March 2005 $9.1m).

+ Under the terms of a Deed of Cross Guarantee entered into in accordance with the ASIC Class Order 98/1418 dated 30
September 2005, sach company which is a party to the Deed has covenanted with the Trustee of the Deed to guarantee the
payrment of any debts of the other companias which are party to the Deed which might arise on the winding up of those
companies.

*+ The consolidated entity has entered into various long term supply contracts. For sorne contracts minimum charges are
payable regardiess of the level of operations, but in all cases the levels of operations are expectsd to remain above those
that would trigger minirnum payments.

+ Inrespect of the 2005 trial in the Supreme Court of South Australia under which the termination of a supply agresment and
the paymaent of rebates of up to $7.4m was in dispute, on 19 April 2006, orders were made by the Court in favour of Elders
Limited to the effect thai the supply agreament was held to terminate in June 2005, Pending a determination by tha Court as
to quantum, the Company has made a provision up o the amount in dispute.

+ There are a number of other legal clairns and exposures which arise from the ordinary course of business. There s
significant uncertainty as to whether a fulure Hability will arise in raspect of these items. The amount of liability, if any, which
may arise cannot be refiably measured at 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 guarantess relating fo cerlain leases of property, plant and equipment and other agreements arising in the ordinary
course of business.

AT -
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10. Contingent Liabilities {continued)

» Contracis of sale covering companies and businesses which were divested in prior years include normat commercial
warranties and indemnities to the purchasers. The Company is not aware of any material exposure under these warrantias
and indemnities.

s From tima to tima the consolidated entity is subjact to claims for damages arising from products and services supplied by the
consolidated entity in the normal course of business. The consolidated entity has received advice of claims relating to
alleged failure to supply products and services suitable for particular applications. The claims in the entities concemed are
considerad to be sither immaterial or the entity is defending the claim with no expected financial disadvantage. No specific
disclosure is considered necessary.

Environmental

H

General

The Company has identified a number of sites as requiring envirornrnental clean up and review. Appropriate
implemantation of clean up requirernents is ongoing. In accordance with current accounting policy {see note 1 xvii},
provisions have been created for all known environmental fiabilities that can be refiably estirnatad. While the directors
believe that, basad upon current information, the current provisions are appropriate, there ¢an be no assurance that new
inforrnation or regulatory requirements with raspect to known sites or the identification of new remedial obligations at
other sites will not require additional future provisions for environmental remediation and such provisions could be
material.

Environmental maltters subject fo voluniary requirements with regulatory athorily

For sites where the requirements have been assessed and are capable of reliable measurement, estimated regulatory
and remediation costs have been capitalised, expensed as incurred or provided for in accordance with the accounting
policy included in note 1{xvil).

Cockle Creek (NSW)

The site at Cockle Creak {(NSW) {owned by Incitec Fertilizers Limited) was declared and gazstied as a “remediation site”
on 28 July 2005 by the Depariment of Environment and Conservation under the Contaminated Land Managerment Act,
1887, The contamination on the site arose from the use of fill material, mainly sourced from the adjacent smelter on the
Fasminco site, by previous owners of the site. The Company is in discussion with the relevant regulaiory authority fo
develop a voluntary Remediation Action Plan ("RAP" and has confirmed its position that it intends to work cooperatively
with both the regulatory authority and Fasminco Cockle Creek Smelter Pty Lid {in administration) in retation o this sils.
On 20 April 2008, the Company announced that a remediation and closure provision Tor the Cockle Creek single
superphosphate manufacturing operations of $19.8m after tax would be included in the half year resull. Additional costs
related to this closure and rernediation of approximately $2.1m after tax will be booked prior to 30 September 2006 for
demolition of related plant and redundancies.

Parafield Gardens {South Australia)

The Company has entered into a voluntary arrangement with the relevant regutatory authority fo investigate and
remediate where appropriate land and groundwater contamination at Parafield Gardens. An environmental provision has
been recognised in respect of this site.

Wallaroo {South Australia)

Wallaroo has bean identified as a site requiring soll and groundwater investigation and clean up. An independent
anvironmentat aoditor is working with the Company and community groups in relation to this site including the
identification of the most appropriate future use of this site. An environmental provision has besn recognised in respact
of this sita.

Other environmental matters

For sites where there are significant uncertainties with respect to what Incitec Pivol's remediation obligations might be or
what remediation technigues might be approved, no reliable estimate can presently be made of regulatory and
ramediation costs. In accordance with accounting policy included in note 1{xvii}, no amounts have been expensed,
capitalised or provided for.

- -



Incitec Pivot Limited
Appendix 4D
31 March 2008

Notes to the Financial Statements
For the half-year

10. Contingent Liabilities {continued)

11.

Taxation

Consistent with other cornpanies of the size of incitec Pivot Limited, the group is subject o periodic information requests,
mvestigations and audit activities by the Australian Taxation Office. Provisions for such matters will be booked if a present
obligation in ralation o a taxation fiability exists which can be reliably estimated.

Explanation of transition to AlIFRSs

This is Inciiec Pivol's first inferim financial report prepared in accordance with the requirernents of AIFRS, which Incitec Pivet
was required to adopt from 1 October 2005. Incitec Pivol's first fully compliant Financial Statements will be presented for the
vear ended 30 September 2008. The rules for first time adoption of AIFRS are set out in AASE 1 First Time Adoption of
Austratian Equivalents to International Financial Reperting Standards. In general, AIFRS accounting policies must be applied
retrospectively to determine the opening AIFRS balance shest as at transition date, being 1 October 2004, with the exception of
the requirernents of AASE 138 Financial instruments: Reacognition and Measurement which is only applicable from 1 Octobar
2005 and no comparative information is required. AASE 1 also allows a number of exemplions and exceptions to this general
principle, to assist in the fransition to reporting under AIFRS, which are set out below.

The accounting policies in Note 1 have been applied in preparing the consolidated interim Financial Statements for the six
months ended 31 March 2008, the comparative information for the six months ended 31 March 2005, the Financial Siatements
for the year ended 30 Septembar 2005 and the preparation of an opening AIFRS Balance Shest at 1 Oclober 2004.

Fresanted on the following pages are the restated Balance Sheaets at 1 October 2004, 31 March 2005, 30 September 2005 and
1 Cetober 2005 togsther with the restated Income Statements from the periods ended 31 March 2005 and 30 September 2005.
There are no material changes to the Statement of Cash Flow identified as part of AIFRS transition. An explanation of how the
transition from previous AGAAF to AIFRSs has affectad the consolidated enfity's Batance Shest, Income Statement and
Statement of Cash Flows is set out in the following tables and the notes that accompany the tables.
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11.

31 March 2005

2704
113,003
2,908
364,824
13,194

488,723

4,862
247,500

178,908
15,702

8,746

505,786

1,002,489

247,374
133,250
2,692
22718

378,035

19,258

21513

40,771

416,806

585,683

532,445
35922
17,316

585,683

Explanation of transition to AlFRSs {continued)
Balance Sheets under AIFRS
The following table sets out the adjustments to the Balance Sheets of the consolidated entity as at:
1 October 2004
Pravious Effect
AGAAp  bransitionto
AFRS
Notes 5000 $000
Current assets
Cash assets 83,848
Recsivables 123,745
Otber firancial sssets -
{rverntories a 246,292 {8,123
Other assets a 7047 {4,748
Assels held for sale m - 9,381
Total current assets 460,930 {4,490
Nar-current assats
Receivablos h 3,248 {3025
Otter financial assets -
Property, plant and equipment afm 206,132 5118
Gooddll & - 183,809
intangible assets & 183,808 {178,567
Deferred tax assefs B 17,108 1,321
Retirernent benefit surplus -
Other assets a 10,166 {7,870
Total non-current assets 510,463 2,788
Total assets 971,393 {1,704
Current liabilities
Payables 162,854
trterest bearing kabilities 83,085
Current tax liabilities 16,277
Provisions 28877
Total current liabiliies 288,063
Nor-current liabilities
Deferred tax liabifitios i 18,049 11,160
Retirernant benefit obligations bj - 4,403
Provisions 21,782
Total non-current liabilities 40,811 15,5683
Total Kabilifies 339,874 15,5683
Net assats 631,518 {17,267}
Equity
Cortributed equity 532445
Reserves oh 35,922 {38,703
Retained profits bohjo 83,152 21,436
Total equity 631,518 {17,267
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11. Explanation of {ransition to AlFRSs {continued)

Balance Sheets under AIFRS
The following table sets out the adjustments to the Balance Sheets of the consolidated entity as at:

36 September 2005 1 October 2005
Previous Effect of.
AGAAP  transition to AASE 139
30-Sep-05 AIFRS Adjustment
Notes 000 3000 000
Current assets
Cash assels 3,351 -
Receivables 75,601 -
Cther financial assets 12,341 -
Irvertories a 271,650 {8,741
Ciher assets al 6,135 {4,497
Assets held for sale m - 2,416
Total current assets 369,378 {10,822
MNon-current assets
Receivables b 2,646 {1,013)
Other financial assets - -
Property, plant and equipment afm 283,855 8,116
Goodwilt & - 183,809
Irdangible assets ef 174,004 {165,563)
Leforred tax assets Bt 19,885 23
Retirement benafit strplus b - 618
Other assets al 6,574 {5,735)
Total non-current assets 486,964 20,255
Total assets 856,342 8,433

Current liahilities

Payables H 200,698 -
interast bearing liabifities H 12,514 -
Current tax liabilities 4,101 -
Prowisions 43,713 -
Total current liabilities 261,027 -

Non-current liabiities

Deferred tax Habililes id 17,335 11,145
Prowisions 12,821 -
Total non-current liabifities 30,156 11,145
Total jiabilities 291,183 11,145
Net assets 565,159 {1,712)
Equity

Contributed equity 532,445 -
Reserves chi 36,922 {37,446}
Retained profits f(losses) b.chjlo {3,208} 35734
Total eguity 565,159 {1,712
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11. Explanation of {ransition to AIFRSs {continued)

Income Statements under AIFRS
The following table sets out the adjustments to the Income Statement of the consolidated entity:

For the Half Year ended For the Year ended
3t March 2005 30 Septermber 2005
Previous Effect of
AGAAPR transition to
AIFRS
Notes $000 $000
Sales revernue 439,855 - 1073872
Other income ch 1,777 - 9,824 {1,008
Changes in invertories of finished
goods and work in progress 118435 - 23,225
Raw materials and consumables used
and finished goods purchased for
resale {420,747) - {788,525)
Errployee expenses {including
sigrificant iterms) bh {42,021} {156 {99,502 4,11
Depreciation and amortisation
expense & {20,088} 4,903 {40,201 8,805
Borrowing costs {3,733} - {10,329
Purchased services {including
significant items) {20,015) - {57,873
Repairs and maintenance {14,618} - {26,793
Proparty, plant & equipment
retred/disposed {excluding significant
items} c - - {531
Ortgoing freight {11,775} - {30,595)
Lease payments - operating leases {6,428} - {12,318
Asset write-downs, cleanup and
environmental provisions {significant
items} - - {21,155)
Other expenses from ordinary
actvities including significant items {1,895} - {7,102
Profit from ordinary activities before
income tax expense 18,547 4,747 11,112
Income tax expense attributable to
profit from ordinary activities ] {6,102} - {6,952
Profit from ordinary activitios after
income tax relating to members of
Incitec Pivot Limited 12,445 4,747 4,160
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11. Explanation of transition to AIFRSs (continued)

Reconciliation of Statement of Cash Flow

There are no material differences between the Statement of Cash Flows presented under AIFRS and the Statement of Cash
Flows presantad under previous AGAAR.

Impact of transition to AIFRS

The significant changes in accounting policies adopted in preparing the AIFRS raconciliations and the slections made under
AASH 1 are set in this note.

{a) Reclassifications

On initial application of AIFRS, Incitac Pivot has transferred the balance of general and other reserves of $35,822,000 to
retained eamings.

At the date of transition to AIFRS, major cyclical maintenance expenditure has been reclassified from other assets to property,
plant and equipment and it is being dapreciated over tha period to the next scheduled major shutdown. The reclassifications at
each raporting date are as follows:

10ct 2004 31 Mar2005 30 Sep 2005

$000 $000 $000
Decrease current other assets by 4,748 4,622 4,457
Decrease non-curent other assets by 7.870 8,500 8,735
increase property, plant and equipment by 12,618 11,122 10,232

in addition capital spares have been raclassified from inventory to property, plant and equiprnent amounting to $8,123,000 at ¢
Cetober 2004, $8,571,000 at 31 March 2005 and $8,741,000 at 30 September 2005. The method for identifying and calculating
the amount of capital spares for reclassification was only abie to ba determinad post 30 September 2005.

{b) Retirement bhenefit surplus / obligations

Under AASB 118 Employes Benefits, employer sponsors are required to recognise the net surplus or deficit in their smployer
sponsored defined benefit funds as an asset or liability respactively. This resulted in a ¢hange in the consolidated entity's
current accounting policy whare defined benefit plans are accounted for on a cash basis, with no defined benefit obligations or
plan assefs racognised on the balance shest. Under the new policy, Incitec Pivot is required to recognise an assel/fiabitity of the
defined benefit fund for the nat surplus/deficit based on an actuarial calculation of the position of the fund.

On transition, the net deficit of the defined benafit fund is debited through retainad earnings. As a result, the superannuation
abitities increased by $4,403,000 and deforrad tax assets of $1,321,000, with a conssquential reduction of $3,082,000 in
retained eamings.

For the period endsd 31 March 2005, the adjustmenis were those as at 30 Septemnber 2005.

As at 30 September 2005, the defined benefit fund was a surplus of $618,000 gross ($433,000 after tax). The impact to the
results was an increase in net profit of $3,515,000, decrease deferred tax assets by $1,321,000 and increase deferred tax
liability by $185,000.

{¢) Property, plant and equipment

Property, plant and equiprnent is measured at cost under AIFRS. tHowever, as parmittad by the election made under AASE 1
First Time Adoption of Austratian Equivalents to Infernational Financial Reporting Standards, at transition date, property, plant
and eguiprnent were recognised at deemed cost, being a revalued amount prior to transition date that approximates the fair
value as af the date of transition.

intangible software assets included in property plant and eguipment under AGAAP have been reclassified under AlFRS 1o
intangible assats at 1 October 2004, 31 March 2005 and 30 Seplernber 2005, Refer to Note (f) below for further details.

Under AIFRS, the profit or loss on disposal of property, plant and squipment is recognised on a net basis in the Income
Statement rather than separately recognising the consideration as revenue. There is no profit and loss effect of this change.
Howsver, consofidated revenue for the year ended 30 September 2005 decrsased by $831,000.
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11. Explanation of {ransition to AlFRSs {continued)

{d) Business combinations

An slection is available in AASE 1, which provides the ability to choose whether the acquisition acceunting of business
cornbinations prior to transition date is restated under AIFRS. Entities could choose fo restaie all prior business combinations,
only those aftar a ceriain date, or none at all. Incitec Pivot has electad not 1o restate business combinations prior to transition
date.

{e) Intangible assets — goodwill

Goodwill reprasents the difference between the ¢ost of a business combination over the net fair value of identifiable assets,
liabilities and contingent liabilitias acquired. Under AASE 138 Intangible Assefs, internally generated goodwill is not recognised
as an intangible asset.

Under the previous AGAAP goodwill was amortised on a straight-ine basis over its useful iife but not exceeding 20 years. From
1 Gelober 2004, goodwill is no longer amortised, but is tested annually for impairment {refer Note (g) for details on impairment
testing). The result of the cessation of the amortisation charge is to increase the valus of goodwill in the Balance Shest and
reduce the goodwill amortisation expense in the Income Statemant by $4,903,000 for 31 March 2005 and $9,805,000 for 30
September 2005. No impairment adjustments are required.

in addition, goodwill of $183,800,000 as at 1 October 2004 has been reclassified from intangible assets to goodwill on the
Balance Sheet.

{f) Intangible assets - other intangible assets
Other intangible assels acquired will be stated at cost less accumulated amordisation and impairment losses.

Under AASB 138 Infangible Assets, intemally generatad intangible assets {except developrnent phase expenditure in cerfain
circumstanceas} will not be recognised and intangible assets can only be revalued if there is an active market.

On ransition other intangible assets have been reviewad 1o ensure they are capable of recognition under AASE 138 Infangible
Assetfs and tested for impairment. Software assets that are intangible assets under AASE 138 have been reclassified from
praperty, plant and equipment to intangible assets on transition to AIFRS. As a result, the nst book value of property, plant and
equipment decreased by $7,242,000 at 1 October 2004, by 39,180,000 at 31 March 2005 and by $8,441,000 at 30 September
2005. The amounts represent the written down valus of the software assets at these reporting dates.

Mo impairment adjustments are requirad.

{9) [Impairment of assets

AASE 136 Impairment of Assets determines the recoverable amount of an asset as the higher of net salling price and value in
use. This resulted in a change in the existing accounting policy, which determined the recoverable amount of an asset on the
basis of discounted cash flows. Under AIFRS, the carrying amount of non-current assets {excluding defined benefii assets,
deferred tax assets, goodwill and indefinite life intangible assets) is reviewed at sach reporiing date to determine whether there
is any indication of impairment. If any such indication exists, the assat is tested for impairment by comparing its recoverable
amount 1o its carrying amount.

Goodwill and indefinite life intangible assets are tested for impairment annually {refer note (a) and {f}}.

The recoverable amount will be estimated for each individual asset or where it is not possible to estimate for individual assets, it
will ba estimated for the cash-generating unit {CGUY) to which the asset belongs. A CGU is the smallest identifiable group of
assets that generate cash inflows largely independent of the cash inflows of other assets or group of assets, with sach CGU
being no larger than a segrent. In calculating the recoverable amount, the estimated future cash flows are discounted to their
prasent value using a pre-tax discount rate that reflects the current market assessments of the risks specific to the asset or
CGU. Cash flows are estimated for sach asset in its current condition and therefore will exclude cash inflows and outflows
mproving or enhancing the asset’s perforrance or that may arise from future restructuring.

An impairment loss will be recognised whenever the carrying amount of an asset, or its CGU, exceeds its recoverable amount.
impairment losses will be recognised in the Income Staternent.

incitec Pivol has defined its CGUs, reassessed its impairment testing policy and tested all asseats for impairment as at transition
date and at 30 September 2005. No impairment write-downs were required. Indicators of impairment were reviewed at 31
darch 2005 to determine whaether there was any evidence of impairment. No indicators existed and accordingly no impairment
testing was required.
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11. Explanation of transition to AlFRSs {continued)

{h) Share-based payments

Under previous AGAAP, no expense was recognised for share based payments. Under AASB 2 Share-Based Fayments, Incitec
Fivol has delermined the fair value of share-based payments issued o employees as remunsration and recognised an expense
in the Incorne Statement with a comesponding increase in equity. This applies to aif share based payments issued after 7
November 2002, which have not vested as at 1 January 2005. Accordingly, the amounts receivable from employesas were
reversed, resulting in a reduction in the loan receivable at 1 October 2004 by $3,025,000, a reduction in reserves of $3,069,000
and an increase in retained sarnings with the net amount of loan forgiveness and dividends received up to 1 Oclober 2004 of
$44,000.

in addition, AASE 2 requires that sharas issued under a long term incentive scheme in conjunction with non-racourse loans be
treated as options. Thase options are valued at each reporting date, resulting in decrease in retained earnings at 1 Oclober
2004 by $288,000, and an increase to reserves by the sarme amount. Subsequent valuations at 31 March 2005 resulted in an
mcrease in employea expansa by $128,000 for the B months to 31 March 2005 and $227,000 for the yaar ended 30 September
2005, with a corresponding increase to reserves for the same amounts.

in addition, as the dividends on these shares are retumed to the Company to reduce the loans, these dividends are treated as if
they were not paid and are reversed and any loan forgiveness, loan repayment, and forfeit are also reversed. The net impact of
this at 31 March 2005 is an increase in loan receivable by $237,000, increass in ernployee axpense by $27 000 and an increase
in shareholders equity by $264,000. At 30 September 2005 tha net impact is an increase in foan receivable by $2,088,000,
decrease in smployee expense by $829,000 and an increass in shareholders equity by $1,258,000.

inferest income on the loans is also reversed and at 30 September 2005 this resulled in a decrease in interest incorne and foan
receivable by $75,000, with a tax effect impact of an increasa in deferred tax assets of $23,000 and a decrease in income tax
expense of $23,000.

{i)y Earnings per share
tUnder AIFRS basic and diluted earnings per share are calculatad using the profit or loss from continuing operations attributabla
to ordinary shareholders.

The restated sarings per share for 31 March 2005 and 30 September 2005, calculated on the adjusted resulls and the
weighted average number of shares of 58,281,027 shares, are as follows:

31 Mar 2005 30 Sep 2008
AGAAP AIFRS AGAAP AIFRS
cenis cents cents cents
Basic EPS from continuing operations 21 29 7 Ky |
Dituted EPS from continuing operations 21 29 7 K3

{iiy Taxation

Under AASB 112 Income Taxes, deferred tax balancas are detarmined using the balance sheet method which calculates
ternporary differences based on the carrying amounts of an entity's assets and liabilities in the Balance Sheet and their
associated tax bases. In addition, current and deferrad taxes atiributabla to amounts recognised directly in equity are also
recognisad directly in aquity.

Current tax is the expected tax payabla on the taxabla incoms for the year, using tax rates enacted or substantively enacted at
reporting date, and any adjustments to tax payable in respect of previous years.

Defarred tax is provided using the balance sheet liability rethod, providing for terporary differences betwesn the carrying value
arnount of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.

The following ternporary differences are not provided for: the initial recognition of assets and liabilities that affact neithar
accounting of taxabls profit, and differences relating o investments in subsidiaries to the exient that they will probably not
reverse in the foreseeable future. The amount of deferred tax is based on the sxpecied manner of reslisation of the asset or
setttemant of tha liability, using tax rates enactad or substantivaly enacted at raporting date.
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A deferred tax assel is recognised only to the extent that it is probable that future taxable profits will be available against which
the asset can be utilised. Deferred tax assets are reduced o the extent it is no longer probabie that the related tax benefit will

be raalised.

The transition to AIFRS increasead the deferred tax assset as follows:

10ct 2004 31 Mar 2005 30 Sep 2005 1 Oct 2005

$000 $000 %000 $600

Share-hased payment fransactions - - 23 -
Retirement benefit obligations 1,321 1.321 - -
Cash flow hedging instruments - - - 4,159
increase in deferred fax asset 1.321 1,321 23 4,168

The transition to AIFRS increased the deferred tax fiability as follows:

10ct 2004 31 Mar2005 30 Sep 2005 1 Oct 2005

$000 $000 $000 $600

Property, plant and equipment 11,180 11,180 10,860 -
Retirement benefit surplus - - 185 -
Cash flow hedging instruments - - - 1,267
increase in deferred fax liability 11,160 11,180 11,145 1,257

{k} Borrowing costs

Under previous AGAAF requires borrowing costs relating fo qualifying assels to be capitalised as part of the cost of the asset.

Under AIFRS, there is an option to sither expense borrowing costs in the period in which they are incurred, or to capitalise them
as part of the cost of the asset.

incitec Fivot did not have any qualifying assets in 2005.

incitec Pivot expects to apply the allowed altemative treatment under AASE 123 Borrowing Costs and therefore will continue to
capitalise borrowing costs where they are diractly attributable to the acquisition, construction or production of a qualifying assat.

{I) Classification of financial instruments and hedge accounting

incitec Pivot has taken advantage of the election available in AASE 1 to apply AASB 132 Financiaf Instruments: Disclosure and
Fresentation and AASB 138 Financial Instruments: Recognition and Measurement only from 1 October 2005. This allows
incitec Pivol to apply previous AGAAR to the comparative information of financial instruments within tha scope of AASE 132 and
AASEH 138 for the 30 Seplembar 2006 Financial Report.

{f}Classification

Under AASE 138, financial instruments are required o be classified inio one of five categories which will, in turn, determine
the accounting treatrnent of the ilern. The classifications are:

a) Loans and receivables — measured at amortised cost;

b Held to maturity — rneasured at amortisad cost;

o] Held for trading — measured at fair value with fair valus changes charged to net profit or loss;
di Available for sale — measured at fair value with fair value changes taken to equity; and

a) Non-trading liabilities — measured at amortised cost.
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11. Explanation of {ransition to AlFRSs {continued)

This resulted in a change to the former AGAAP accounting policy, which does not classify financial instruments and where
measwrament was at amortised cost, with cerlain derivative financial instrurnents not recognised on Balance Sheet. The
affect at 1 October 2005 was to increase current and non current derivative assets by 54,189,000, deferred tax assets by
$4,169,000, derivative liabilities by $13,896,000, deferred tax liabilities by $1,257,000, increase cash flow hedging reserve
by $2,67 1,000 and decrease retained sarnings by $9,468,000.

{ii} Recognition of assets and liabilities

Under AASE 136 certain trade finance facilities organised for Incitec Pivot customers have been brought back onto the
balance sheet as Incitec Pivot has guaranteed a portion of these facilities. This has resulted in an increase in receivables
and an increase in borrowings of $83,754,000 at 1 October 2005,

{iify Hedge accounting
Under AASB 138 Financial Instruments. Recognition and Measurement, in order to achieve a qualifying hedgs, the entity is
raquired to rneet the following criteria:

« dentify the type of hedge - fair value or cash flow;

tdentify the hedged Hern or transaction;

tdentify the nature of the risk being hedged;

tdentify the hedging instrument;

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

Document the hedging relationship, including the risk managemeant objectives and strategy for undertsking the hadge
and how effectiveness will be tested.

L]

This resulted in a change in the consotlidated entity’s axisting accounting policy where hedge {ransactions are designated
as g hedge of:

+ The anticipated purchase or sale of goods or services;
+ Purchase of qualifying assets; or
» An anticipatad interest transaction.

Gains and losses on the hedge arising up o the date of the anticipated transaction, together with any costs or gains arising
at the time of entering into the hedge, were deferred under AGAAR and included in the measurement of the anticipated
transaction when the transaction has occurred as designated.

Under AIFRS, hadge accounting may no longer be able to be applied to such contracts and gains and losses on the
confracts will be recognised in the Income Statement.

{m) Non-current assets held for resale

tUnder AASE 5 Non-current assets held for sale and discontinued operations, a non-current asset is classified as held for sale i
its carrying amount is to be racovered principally through a sale transaction rather than through continued use. The asset is
measured ai the lowaer of carrying amount and fair value, less costs to sell. These assets are required to be saparately disclosed
on the Balance Shest.

On transifion to AIFRS, Incitec Pivol has recognised non-current assets held for resale of $9,381,000 at 1 October 2004,
$367,000 at 31 March 2005 and $2,416,000 at 30 September 2005. This resulted in a reclassification from property, plant and
equipment to a separate disclosure under non-current assets held for rasale on the Balance Sheet.

{n) Changes in accounting policies

Under AIFRS, changes in accounting polices will be recognised by restating comparatives rather than making current year
adjustments, with note disclosure of prior year effects, as is the existing practice under previous AGAAR.
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11. Explanation of transition to AlFRSs {continued)

{0} Impact of AIFRS on retained earnings
The impact of the transition to AIFRS on retained earnings is as follows:

10ct2064 31 Mar2005 30 Sep 2005 1 Oct 2005

$000 $000 $000 $000
Reclassification of generat and revaluation of assets 35,922 35822 35,922 -
Share-based payments adjustments {244} {267} 534 -
Retirement benefit surplus / (obligations} {3.082) {3,082} 433 -
Deferred tax {11,160) (11,160} {10,960} -
Goodvill amortisation - 4,803 §.805 -
Derivative financial instruments - - - {9,466}
Totat adjustment to equity 21438 26,376 35,734 {9,466}

12. Events subsequent to reporting date

in respect of the 2005 trial in the Supreme Court of South Australia under which the termination of a supply agreement and the
payment of rebates of up to $7 .4 was in dispute, on 19 Aprit 2006, orders were rnade by the Court in favour of Elders Limited
to the effect that the supply agreement was held to terminate in June 2005. Panding a defermination by the Court as to
gquantum, the Company has made a provision up to the amount in dispute.

On 20 April 20086, the Company announced that a remediation and closure provision for the Cockle Creek single
superphosphate manufacturing operations of $18.8m after tax, and this has been included in the ha¥f year result. Additional
costs related to this closure and rernediation of approximately $2.1m after tax will be booked prior to 30 September 2006 for
dernolition of related plant and redundancies.

Sines the end of the half-year, the directors have declarad an interim dhvidend of 22 cents per share. This dividend s fully
franked at the 30% corporate tax rate and is payable on 8 June 2006.

The directors have not begome aware of any other significant matier or circumstance that has arisen since 31 March 2006, that
has affacted or may affect the operations of the consolidated entity, the result of thosa operations, of the state of affairs of the
consolidated entity in subsequent years, which has not been covered in this report.
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Directors’ Declaration

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,

{a} the consolidaied financial report in the form of Appendix 40 of the Australian Stock Exchange (ASX) Listing Rules, sat out on
pages 8 to 38, is in accordance with the Corporations Act 2001, including:

() giving a true and fair view of the financial pesition of the consolidated entity as at 31 March 2006 and of its petformance, as
reprasented by the rasuits of its operations and cash flows for the half-year ended on that date; and

(ily complying with Accounting Standard AASE 134 Inferim Finaneial Reporting and the Corporations Regulations 2001 (Cth); and

{b} thera are reasonable grounds o believe the Company will be able to pay iis debts as and when they become due and payable.

TV N/

John C Watson, A
Chairman
Dated at Melbourne this 28" day of April 2006
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Independent review report to the members of Incitec Pivot Limited
Scope
The financial report and directors’ responsibility

The financial report comprises the condensed consolidated interim statement of income, balance
sheet, statement of recognised income and expense, statement of cash flows, accompanying
notes 1 to 12 to the financial statements, and the directors” declaration for the Incitec Pivot
Limited Consolidated Entity (“the Consolidated Entity”), for the half-year ended 31 March 2006.
The Consolidated Fntity comprises Incitec Pivot Limited (“the Company”) and the entities it
controlled during that half-year.

The directors of the Company are responsible for the preparation and true and fair presentation
of the financial report in accordance with the Corporations Act 2001, This includes
responsibility for the maintenance of adequate accounting records and internal controls that are
designed to prevent and detect fraud and error, and for the accounting policies and accounding
estimates inherent in the financial report. The directors are also responsible for preparing the
relevant reconciling information regarding adjustments required under the Australian
Accounting Standard AASB 1 First-Time Adopiion of Australian equivalents to International
Financial Reporting Standards.

Review approach

We conducted an independent review in order for the Company to lodge the financial report with
the Australian Securities and Investments Cormmission. Our review was conducted in
accordance with Australian Auditing Standards applicable to review engagements.

We performed procedures in order to state whether on the basis of the procedures described
anything has come to our attention that would indicate the {inancial report does not present
fairly, in accordance with the Corporations Act 2001, Australian Accounting Standard AASB
134 Interim Financial Reporting and other mandatory financial reporting requirements in
Australia, a view which is consistent with our understanding of the Consolidated Entity’s
financial position, and of its performance as represented by the results of its operations and cash
flows,

We formed our statertent on the basis of the review procedures performed, which were limited
primarily 1o

2 enguiries of company personnel; and

® analytical procedures applied to the financial data,

While we considered the effectiveness of management’s internal controls over financial

reporting when determining the nature and extent of our procedures, our review was not
designed to provide assurance on internal controls,




The procedures do not provide all the evidence that would be required in an audit, thus the level
of assurance fs less than given in an audit. We have not performed an audit and, accordingly, we
do not express an audit opinion.

A review cannot guarantee that all material misstaternents have been detected,

Statement

Rased on our review, which is not an audit, we have not become aware of any matter that makes
us believe the half-year financial report of Incitee Pivot Limited is not in accordance with:

a} the Corporations Act 2001, including:

i. giving a true and fair view of the Consolidated Entity’s financial position as at 31 March
2006 and of its performance for the half-year ended on that date; and

il complying with Australian Accounting Standard AASB 134 Interim Financial
Reporting and the Corporations Regulations 2001; and

b)Y other mandatory financial reporting requirements in Australia,

V7243

KPMG

¥id Faulkner
Hiner

Dated ar Melbourne this 28th day of April 2000,
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