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CHAIRMAN'SLETTEH e

1 Mareh:2008 ~ =
Dear investor

On behalf of the: D|rectors |t gives me great pleasure to ofter ycu the opponunsty to become a
shareholder in Dyno Nobel Limited.

Dyna Nabel is a leading manufacturer and distributor of. commercial explosaves in North America
and Australxa It is the market leader and only fully integrated manufacturer of a complete range
of commercial explosives and accessories in North America, the largest explosives market in the
world. Itis also the number two commercial explosives supplier in the Australian market.

Dyno Nobel provides explosives products and.complementary services to over 700 customers
in the coal mining, metals mining, quarry and construction industries. Its customers include some
of the world's major companies operatmg in these industrigs.

Demand for explosives has been slrong in recent years and management expect it to remain'so
in 2006 and beyond. tn North America, growth is being fuelled by increasing demand for thermal
coal for electricity generatfon and increasing defmand for aggregate to meet public infrastructure
and construction works. We.believe Dyno Nobel is well placed.to benefit from this undertying
market demand due to-its footprint of manufaciuring facilities strategically located close to key ~
explosives customers.

In Australla exporis of iron ore and coal into As:a are key drivers of growth in demand for
expioswes Dyno Nobel's strong customer relationships in-the Pitvara-(Wa) iron ore, Bowen:Basin
{Qid) and the Hufiter Valley (NSW) coal regions are expected to Uﬂderpln growth in the Company's
Australian operations.

Whlle the Company is well positioned 1o deliver organic growth, we also plan to pursue -

valug- enhancmg acquisition opporiunities. Qver the past three years, aur North American
operations have completed several strategic acquisitions and broadened our footprint in.the region.
Looking further afield, the Company intends to pursue a number of opportunities to enter the Assan
and Latin American markets .

A highly-skilled management teamn, led by Peter Richards, CEO is dedicated 1o growmg Dyno
Nobel. The senior management team, with an average of mare than 16 years of experience

in the. mdustry. has been responsible for the successful execution and implementation of the
ofganisation’s major acquisitions and growth initiatives undartaken in recent years. The Board
is confident Dyno Nobel will continue to benefit from ts strong focus on return on invesiment
and market leadership, and the pursuit of profitable global growth opportunities:

:The total proceeds from the-Offer will be approximately AS986 miltion! and will be used primarily

- 1o fund the redemption of securities held by existing investors and to repay A$434 million! of debt

currently held by the Company. )t is expected that the Company will have a market capltahsatlon
of A$1, 676 million' on completion of the Offer.

Details of the Offer and the financial and operating performance of Dyno Nobel are set outiin thas
Prospectus, which should be read carefully and in its entirety before making an investment decision.

On behalf of the Board, | commend :he Offer to you and look forward o welcomung youasa
shazeho der. S

Yours faithfulty

WA

L

Ty ™ %, : . N .

cag e s

]
i -

GEOFF TOMLINSON'
CHAIRMAN'

! Based on the mid-point of tha Indicativé Price Range and a fereign exchange ta1e assumptlon
: of US$0 75:A%1: 00 on the Closing Date of the Insmutlonai Offer.
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1
1.1 Group overview
Dyno Nobel Limited {“Company”), incorporated in Australia

. on 4 January 2008, is seeking 1o list on ASX. At the time of

" Listing, the Company and its Subsidiaries’ {"Dyno Nobel”,

“Dyno Nobel Group”, or “Group”) principal activities will be the
manufacture and distribution of commercial explosives and
related products and services in North America and Australia.

In North America, Dyno Nobel is the only fully integrated
manufacturer of a complete range of explosives and
accessories and related services.

- In Australia, Dyno Nobel offers a full range of explosives_'
products, primarily selling to leading global resources
companies. ' .

1.2 Key investment highlights

Leading market positions i

Dyno Nobel is the market leader (by revenue) in North
America, the largest explosives market in the world.

Dyno Nobel's management estimate that the Group is
approximately 50% larger {by revenue) than the next largest
competitor in North America. Dyno Nobel is also the
number two explosives supplier in Australia.

Strong outlook for explosives demand

. Dyno Nobel's management expects that North American
and Australian demand for explosives will continue o
increase over the medium term. In the North American
market, Dyno Nobel's management expect revenue growth
will be driven by growing thermal coal demand for electricity
generation, the depletion of near-surface coal and metal
reserves leading to an increase in mine skip ratios as well as
increased demand far higher margin blasting products, and
a strong outlook for public construction and infrastructure
fuelling dermand for aggregate.

TR DYNO NOBEL CORE BUSINESSES AND FACILITIES™ ™ <" ="~ " ™" "~

o Includes St Helens,

Il Coat Mining | iMetals Mining (nc tron Oxe) [Jj Ouarry and Gonstruction [l Other

in Australia, Dyno Nobel's management expect revenue
growth to be driven largely by increasing demand for
metallurgical coal and iron ore production to support
increased steel production in North Asia, especially China.

Attractive industry dynamics

Inrecent years, strong growth in demand for explosives
has outstripped supply, leading to a shortage of explosives
grade ammonium nitrate {(*AN"} in North America and
Australia. In North America, these supply constraints have
benefited groups like Dyno Nobel, which sources the bulk .
of its AN requirements from internal sources. Demand

- growth has also supported explosives companies operating

in Australia, whers high cost imports have provided an
environment in which customers are more favourably
disposed to support necessary AN production capacity
expansion projects.

Industry restructuring has been driven by a number

of factors, including increasingly stringent regulation of
the transport and storage of explosives, economies of
scale, established, long-term customer relationships,
and supply chain complexities. These factors have also
led to higher costs of industry participation for new and
existing players.

Fully integrated operations

Dyno Nobel is the only integrated manufacturer of a
complete range of explosives, Initiation Systems (*1S7),
accessories and compfementary services in North Arnerica.

Its five explosive-grade AN plants are well located to service -

key explosives markets on a competitive delivered-cost
basis. Dyno Nohel has the in-house production capacity
1o supply approximately 85% of its AN requirements in
North America. Dyno Nobel's IS plants supply most of the

w ot et e e s e e s = b e e e -y

Dyno Nobel o - !

i

'Ammonium. Mitrate facilities

12 A further 12 Bulk faclities operated by Joint Ventures.

4
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Group's internal requirements in North America as well as
supplying some products and components to a number of
competitors and export customers:

Dyno Nebel owns a trucking operation which Dyno Nobel's
management believe provides the Group with an important
competitive advantage in relation to the storage and

" transportation of explosives. Dyno Nobel also operates a

multi-channe! distribution model that provides extensive
access to customers and the flexibility to service a diverse
and disparate customer base-

in Australia where the market is less fragmented, .
Dyno Nobel has established itself as a competitive player
through achieving a low cost AN position in the key Bowen
Basin and Pilbara markets and an IS assembly capability

_at Helidon to ensure it can satisfy the requirements of

its customers.

Strong eamings profile
The Directors are forecasting double digit pro forma
EBITDA growth in FY20086. This forecast is underpinned by:

> continued operational improvement Initiatives;

> a number of acquisitions completed since 1 December
2005 and continued realisation of synergies from
acquisitions in recent years;

= strict return on investment criteria and a disciplined
approach to capital allocation; and

> a contract pricing model that mitigates the Company's
exposure to movements in input costs.

Solid platform for earnings growth in existing markets
and entry into Asia and Latin America

Dyne Nobel's management has identified a number of
attractive growth opportunities and the Company has
borrowing capagcity to fund these initiatives.

Opporturities within existing operations include:
= expanding AN production facilities - expansion of

Cheyenne facility has been approved and other feasibility
studies are underway;

> simplifying the I_S manufacturing platform and expanding
the Company's manufacturing footprint {especially in
lower cost countries);

» exploring opportunities to broaden Dyno Nobel's North
American distribution footprint; and

> exploring acquisition opportunities in “adjacent” business
sectors such as drilling and blasting services,

" In addition, Dyne Nobel has identified opportunities to enter |

the high growth Asian and Latin American regions. Other
global-expansion opportunltles will also be considered as
they arige.

Experienced Board and Management

Peter Richards {CEO) leads an experienced Senior
Management Team with a range of explosives industry
backgrounds and an average experience in the industry of
approximately 16 years. Dyno Nobel's management have
demonstrated their ability to profitably grow the business and
to successfully execute and implement strategic acquisitions.

The Board comprises a majority of independent Directors
with a broad array of experience and skills, both in Australia
and overseas, in the fields of asset management, law, ’
energy infrastructure, explosives and IS.

1.3 Key investment risks

Investors should be aware that there are risks associated
with any investment in the stock market. In addition, there
are a number of risk factors specific to Dyno Nobel, the
industry in which it operates and the general business
environment. These risk factors may be outside the cantrol
of the Company, the Directors and the Senior Management
Team and may have an impact on the operating and
financial performance of the Company.

Major areas of risks associated with an investment in the
Company include:

» a downturn in demand for explosives or IS:

> an unscheduled plant shutdown resulting in an inability to

supply customers;

» an increase in competitive activity from existing or new
explosives companies; .

_ » adisruption to the Group's ability to obtain raw materials

on a timsly or cost-effectlve basis;

>a delay in |ntegrat|ng the Group's recent acqwsmons with
the existing businesses; and -

> a detericration in arrangements with Joint Venture partners.

In addition, a significant appreciation of the Australian’
dollar relative to the US dollar would adversely affect the
Australian dollar valus of the Company's earnings and
dividends declared.

The Company will also assume various obligations
associated with its acquisition of the North American

and Australian operations from DNH. Refer to Sections 3.2
and 12.5.1 for details of this transaction and Section 12.5.2.10
for detail on some of the specific obligations. By assuming
these obligations, the Company is subject to the usual risks
assaciated with an acquisition {such as breaches of vendor
warranties regarding the acquisition, as well as the risks
associated with business separation and the provision of

fransitional services).

Dyno Nobel Limited
Prospectus



SECTION 01 INVESTMENT OVERVIEW

Prior to applying for Shares, prospective Applicants

should read the entire Praspectus and, in particular,

should consider the assumptions underlying the Forecast
Financial Information in Section 8, the sensitivity analysis in
Section 8.6 and the key risk factors in Section 11 that could
affect the future financial performance of the Company.

1.4 Business strategy
Dyno Nobel's strategy is to be the leading full service
commercial explosives supplier and to be the supplier of
choice for safe, reliable, technically advanced products
while providing Shareholders with attractive returns.
There are six key initiatives which will drive this strategy:

> capitalise on the current strength of the explosives
markets by securing access 1o further competitively
priced AN supplies;

> farget entry into expected high growth reglons
including Asia and Latin America;

> optimise the North American distribution modsl;
> improve the Company's IS production platform;

= grow DetNet — Dyno Nobel's electronic detonator
joint venture — into profitabyility; ar_1d

> maximise synergies from acquisitions.

Further details about the Company's business st}ategy are
set out in Section 5.6,

1.5  Summary financial information

Because the Dyno Nobel Group’s US$ denominated
revenue is forecast to represent more than 65% of the
Group's pro forma FY2006 revenue, the Directors believe
US dollar reporting represents the best indicator of Dyno
Nobel’s financial results. For the same period, the Directors
are forecasting pro forma consolidated net profit after tax
of US$84.6 miliion pre amortisation and US$82.8 milllion
post amortisation (A$112.7 million and A$110.4 million
respectively, at an exchange rate of US$0.75:A$1.00).

The tables below set out summary pro forma historical and
Directors' Pro Forma Forecast for Dyno Nobel prepared on
two different consolidation bases: the equity method basis, .
and the proportionate consolidation basis.

Under the equity method basis, which is in accordance with

applicable Australian equivalents of International Financial

Reporting Standards ("AIFRS"), Dyno Nobel accounts for
the jointly controlled entities by including its share of each
jointly controlled entity's net profit after interest and tax in
Dyno Nobel's pro forma EBITDA.

TABLE 1.5.1: SUMMARY OF DYNO NOBEL PRO FORMA HISTORICAL INFORMATION AND DIRECTORS' PRO FORMA FORECAST - EQUITY METH-

OD BASIS (USS AND AS) - FY2004 TO FY2008

FY200538

FY20048 FY20058 - FY20067 FY20043-a FY20063-7

usgm Us$m ussm A$m ASm ASm
Pro forma revenue from ‘ : Rt
operaling activities g75.1 1,136.1 | 1,186.3 13267 - . 14930 15818.°
Pro forma EBITDA!2 1297 132.0 1861 | . 1764 . 1735 - 2482 ]
Pro forma NPBT! ' 123.0 - 164 ]
Pro forma NPAT 82.8 110:47
Pro forma NPAT (pre amortisation}*5 846 1127 '_

Notes: -

) Pro forma ERITDA and pro torma NPBT as presentad are Inclusive nf Dyno Nobel's share of net profit after tax of jointty controllad entities accounted for
using the aquity method basis. v

2} In arriving at pro forma EBITDA, interest is defined as net financing costs, which include interest payable on borrowings caleutated using the effective
interest rate method, interast receivable on funds invested, foreign exchange gains and losses on financing items, gains and losses on hedging
instruments on financing items, that are recognised in profit or loss, the interast cost arising from the unwinding of the effect of discounting on defined
bensfit past-employment (superannuation/pension) plans, tha expactad return on defined benafit plan assets and the intarest cost arising from the
unwinding of the affact of discounting on provisions as set out in the accounting policies nota in the Appendix.

3 USS historical pro forma financial information has been translated into AS$ at the average monthly exchanga rate for the financial year being USS0.735:
AS1.00 for FY2004 and US$0.761:A4%$1.00 for FY2005. USS Forecas! Financial Infermation for FY2006 has been translated into A% at USS0.75:A51.00.

1 Amortisation relates to intangible assets arising from acquisitions.

8 Pro forma NPAT {pre amartisation) excludes amortisation and the associated tax ef‘lect

18 Tha pro forma historical information is not based on actual historical financial information for the Company or DNH. Rather, it has been derived from the

financial information of the major operating businesses that will form part of the Group. Refer to Section 7.2 for mora information on the basis of preparation.

0 The Directors’ Pro Farma Forecast for FY2006 differs from the Directors' Statutory Forecast far that period, as detailed in Section 8.5.
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Under the proportionate consolidation basis, Dync Nobel economic interest in its joint ventures and is consistent

" accounts for its interest in joint ventures by including its with how the Directors measure the business internally.
share of each joint venture's revenue, cost of sales, other Howaever, the proportionate consolidation basis is not
income and other expenses in the respective line items. . consistent with AIFRS and does not represent the basis
The Directors consider this presentation is relevant to - upon which information will be presented in the Compary's

investors as il provides a measure of Dyno Nobel's effective  statutory consolidated financial reports.

TABLE 1.5.2; SUMMARY OF DYNO NOBEL PRO FORMA HISTORICAL INFORMATION AND DIRECTORS' PRO FORMA FORECAST - PHOPOR

" TIONATE CONSOLIDATION BASIS (US$ AND A$} FY2004 TO FY2008

F_Y2004 FY2005 FY2006 - FY2004 FY2005 FY2006
. UsSsm USSm USSm+ ASm ASm ASmd
Pro forma revenue from T e |
operating activities 1,085.5 1,273.8 13258 | 14769 - - 16739 17678 !
Pro forma EBITDA!2 ' 1435 148.7 2025 |. 1952 1954 270.0
Pro forma NPBT! ‘ 126.9 169.1 |
Pro forma NPAT 82.8 | i

1104

Pro forma NPAT {pre-amortisation)? E& 84.6

Notes:

1 Refer-to notes to Table 1.5.1 for detalls of exclulsions from pro forma EBITDA.

2 Refor to notes to Table 1.5.1 tor details of exchange rates applied.

2 Refar {o notes to Table 1.5.1 {or details of amortisation, }

i Reler 1o notes to Table 1.5.1 for details of differences between Diractors’ Pro Forma Forecast and Statutory Foracast.

It should be noted that, for both tables, part of the increase initiatives and excludes certain costs on the basis that they
in pro forma revenue and pro forma EBITDA expected in are of a non-recurring nature. When the Company reports
FY2006 represents synergies from the integration of newly its actual FY20086 result, it will report using the statutory
acquired businesses, although the base pro forma historical  -basis which reflécts the actual timing of these acquisitions
results of those acquisitions have, in general, beenincluded  and initiatives and the costs of the non-recurring items.

in the pro forma financial information for consistency (refer A comparison of the FY2006 forecast on the statutory,

to Section 8.3.1.1). - equity method and proportionate consolidation basis is

It should also be noted that the Directors’ Pro Forma presented in Table 1.5.3. Details of the ditferences between
Forecast includes the full year benefit of a number of the Directors’ Pro Forma Forecast and the Directors'
acquisitions {refer to Section 5.2) and cost restructuring  Statutory Forecast are provided in Section 8.5. -

TABLE 1.5.3: SUMMARY OF DYNO NOBEL FORECAST FINANCIAL INFORMATION - (US$ AND AS) FY2006

FY2006 FY2006 FY2006 FY2006 TFY2006 T FY2006

: Pro forma R Proforma

Pro forma proportionate | . . Pro forma proportlonate

equity method consolidation - equlty method  consolidation

Statutory? basis basis Statutory‘ . basis basis

uUsgm Us$m uUssm i ... ASm .. ASm ASm

Pro forma revenue from S
operating activities 1,169.7 1,186.3 - 1,325.8 *1,5596 15818 1,767.8

Pro forma EB!TDA’-Z : 1671 186.1 2025 So2228 2482 .270.0

Pro forma NPBT? ‘ 1954 . 123.0 1269 ;- .. 127.2 & ’ 164‘.-:1 ) .169.1- |

Pro forma NPAT 61.6 828 828 .~ 822 104 1104 f

Pro forma NPAT (pre-amortisation)? 63.3 84.6 846 . 844 - 127 27

Notes:
1 Refer to notes to Table 1.5.1 for definition of interest.

_ 12 Refer to notes ta Table 1.5.1 for detalls of exchange rates applied.

3 Refar 10 notes to Table 1.5.1 for details of amortisation.
4 The Pro forma Statutory Foracast differs from the Pro forma Forecast dus to timing differences and the impact of certain significant non-recurring items,
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Further detailed pro forma historical and forecast
financial information refating to Dyno Nobel, including a .
description of the methodology and accounting policies
adopted in connection with the preparation of that pro
forma financial information, is set out in Sections 7 and 8
and the Appendix.

Prospective investors should review the pro forma
financial information in conjunction with the Investigating
Accountants' Report in Section 8, the Independent
Review of Directors' Forecast in Section 10, the risk
factors set out in Section 11 and other information set out
in this Prospectus. :

1.6 Dividend policy

Dividends to Shareholders, to the extent they are paid, are
expected to be payable in arrears for half yearly periods
ending 30 June and 31 December.

Subject to the Directors’ discretion and their assessmant
of investment apportunities for the Comparny, the Directors
expect to distribute to Shareholders 40% to 50% of net -
profit after tax. The Directors anticipate that a first dividend’
to Shareholders will be declared in respect of the half year
period ending 31 December 2006.

As most of Dync Nobel's earnings are currently generated
in North America, it is unlikely that dividends will-be franked
to any material extent in the foreseeable future, Accordingly,
the Directors may consider alternative mechanisms for
efficiently providing returns to Shareholders.

The Directors can give no'assurance as to the extent or
timing of dividends, nor the level of franking of dividends,
as these matters will depend upon future events, including
the profitability, capital requirements and taxation

position of the Company from time to time. The payment
of dividends by the Company will be at the complete
discretion of the Directors.

1.7 Background to the Offer

On 19 September 2005, a consortium of investors
{"Consortium” and “Existing Investors”) announced

that it was successful in its bid to acquire Dyno Nobel
Holding ASA (*DNH") for US$1.7 billion, The Consortiurm
also announced that it intended to separate DNH into

two business groups, retaining principally DNH's North
American and Australian businesses and selling DNH's
businesses outside those regions to-Orica Ltd ("Orica").
The Offer is being made to give effect to the Consortium's
intention to list the retained businesses on ASX and to
provide an opportunity for the Consortium to realise a
portion of its investment (refer to Secticn 3.2).

The Offer consists of a total of approximately 464.6

. million Shares, based on the mid-point of the Indicative
Price Bange and a foreign exchange rate assumption

.of US$0.75:A%1.00 an the Closing Date for the
Institutional Offer.

Dyno Nobel Limited
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The Offer comprises:
= a Retail Offer, which consists of:

(i) the General Offer, which is open to Australian
resident Retail investors; and

(i) the Broker Firm Offer, which is open to Australian
resident Retall Investors who have received a firm -
allocation from their Broker. Applicants under the
Retail Offer must apply for a dollar value of Shares,
with a minimum amount of A$2,000 and in multiples
of AB500 thereafter; and '

> an Institutional Offer, which consists of an invitation io
certain Institutional Investors in Australia, the'US and
certain other overseas jurisdictions to bid for Shares. -

tn connection with the Offer, the Company will also be
issuing Shares to Existing Investors and certain members
of the Senior Management Team, as further described in
Sections 3.2 and 3:12. The allocation of Shares between
tha Retail Offer and the Institutional Offer will be determined
by the Global Coordinator, in consultation with the Joint
Lead Managers and the Company.

All Shares offered for issue under the Offer will rank
equally with each other, including those Shares issued to
Existing Investors and Management Investors.

Fuli details of the Offer are set out in Section 3.

TABLE 1.7.1: SOURCES AND APPLICATION OF FUNDS

ASm
Sources’
Gross proceeds under the Offer! ) 966.4
Total! . : - 966.4
Applications ) .
Fund redemption cf a portion of each
Existing Investor's investment! ‘ ) 496.5
Repay US$325.6 miillion of debt2 _ o -43441
Fund the costs of the Offert . 35.8
Total! . oo -966.4
Notes:

) Based on the mid-point of the Indicative Price Ranga and foreign
exchange rate assumption of US$0.75:A$1.00. Note that gross proceeds
from the Ofter and the number of Shares to be issued ara differant to
the assumptions used in the pro forma consolidated balance sheet of
the Dyno Nobel Group and parent entity balance sheets as detalled in
Sections 7.5 and 7.6, dus to the use of different exchanga rates. The pro
forma consclidated and pro forma parent entity balance sheets assume
Shares are issued and debt repaid basaed on tha foreign exchange rate of
US$0.732:A%1.00 as at 31 Dacember 2005,

2 Based on forecast amount of outstanding net debt at listing. The exact
amount of funds raised to repay debt may vary depending on changes
in the level of net debt in the Company prior to listing and the USS$:A%
exchangs rate on the Closing Date of the Institutional Offer.

\l +




1.8  Equity ownership structure
The table below sets out the ownership of Shares following
the Offer!;

TABLE 1.8.1: OWNERSHIP OF THE COMPANY AT THE CGOMPLETION
OF THE OFFER

Number
of Shares!.2.5

{million) %
Existing Investors3 3377 419
Management4.6 7.8 10
New Shareholders pursuant
to the Offers : 460.4 571
Total Shares 805.9 100.0
Notes:

1 These figures assume the rademption of tha CRPS held by Existing
Investors (refer Section 3.2.2).

2 Based on the mid-peint of the Indicative Price Range and foreign
exchange rate assumption of US$0.75:A51.00. Note that gross proceeds
from the Offer and the number of Shares to be issued are different to
the assumptions used in the pro forma consolidated and parent enﬁiy
balance sheets as dstailed in Sections 7.5 and 7.6, due to the use of
different exchange rates. The pro forma consolidated and parent entity
balance sheets assume Shares are issued and debl repaid based on the
foreign exchange rate of US$0.732:A$1.00 as at 31 December 2005.

@ Refer to Section 3.2.2 for details of ascrow arrangements applying to
Macquarie Investments Australia Pty Ltd (MIAPL). .

4 Refer to Section 3.12.2 for details of escrow arrangaments applying
1o Managemant.

19 Based on forecast debt repayment outlined in Table 1.7.1,

18 Tha total number of Shares available undar the Offer includes a portion
of the Shares issued to Management (refer to Section 3.12.1).

The Existing Investors comprise a consortium of institutionat
investors that typically invest in listed equity securities,

Macquarie Investments Australia Pty Ltd (“MIAPL)
{(a wholly-owned subsidiary of Macquarie Bank), is an

- Existing Investor and it will hold approximately 28.4 million

Shares after completion of the Ofier, representing
approximately 4% of the Company's issued capital, based
on the mid-point of the Indicative Price Range and a foreign
exchange rate assumption of US$0.75:A%1.00 on the
Closing Date of the Institutionat Offer. MIAPL has agreed

te an escrow arrangement with the Company under which
it-will be restricted from dealing with the Shares until three
business days after the announcement of the Company’s
FY2006 results. Existing investors {apart from MIAPL) are
not subject to escrow and are permitted to sell or buy

. Shares in the Company.

1.9 Minimum subscription amount

A minimum subscription amount under the Offer is
required to fund the redemption of the CRPS, to repay
approximately US$325.6 million of debt and to cover the
costs of the Offer.

The Offer will not proceed, and alt Apphcatlons and
Application Monies will be returned to Applicants (without .

, interest), unless a minimum subscription amount of

A$670.0 million is raised under the Offer. The Company
reserves the right not to proceed with the Offer or any part
of it at any time before the allotment of Shares to Applicants
in the Retail Offer and Bidders in the Institutional Cffer.

110 How to apply for Shares

Details on how to apply for Shares are included in
Section 3. If you have any questions about how to invest
in the Company, you should contact your stockbroker,
accountant or other professional adviser.

111  Enguiries

. All enquiries in refation to this Prospectus should

be directed to the Dyno Nobel Offer Information

Ling on 1800 502 497 or by contacting a Syndicate
Member (ses the Corporate Directory for contact

details). Information about the Offer is alsc available to
Australian resident investors in Australia on the Dyno Nobel
Share Offer website at www.shareoffer.dynongbel.com.
Investors-will be able to cantact the Dyna Nobel Cffer
information line to find out detaits of their allocations from:
8.30am (AEST} on the date of Listing, expected to be |

7 April 2006. Notices informing Applicants of the outcome
of their Applications are expected to be despatched by
standard post on or about 12 April 2006.

Cryno Nobel Limited “
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Where to Find More

Topic Summary Information

Who is the issuer of thIS Dyno Nobel Limited ' ' - Sections 5 and 12
Prospectus? _ .

What is the Offer? > The Offer is an initial public offer of Shares Section 3

> Retail Offer Applicants will be required to apply for a dollar value of  Section 3.7
Shares. The Final Price will only be set after the conclusion of the -
Institutional Offer bookbuild and may be set above, within or below
the Indicative Price Range of A$1.89-A%$2.27 per Share

How will the proceeds of  » The proceeds will be used to fund the redempticn of a portion of Section 3.5
the Offer be used? each Existing Investors' investment, to repay a certain portion of -

the Company's debt and to fund the costs of the Offer
Is the Offer underwritten? = » No, the Offer is not underwrittan _ ) ’ _ Section 3.11,
What are the key dates of > The Retail Offer opens on 13 March 2006 ' : Key Offer statistics
the Offer? > The Retail Offer closes at 5.00pm (AEDT) on 31 March 2006

> The Shares are expected to be quoted on ASX on 7 April 2006,
initially on a conditional and deferred settlement basis

» Holding staterents are expected to be despatched on or about
12 April 2006 and the Shares are expected to commence trading on
a normal basis on 13 April 2006

> The Company, in consuitation with the Joint Lead Managers,

reserves the right to alter any of the dates relating to the Offer
described in this Prospectus without notice

What are thes Offer features
and terms?

> The Company seeks to raise A$902.4-A3%1,030.5 million (based on Section 3.7
the Indicative Price Range)
» The minimum Application for Retail Investors is A$2,000 worth of |
Shares, thereafter in multiples of A$500
> The minimum Application for Institutional Investors is 50,000 Shares
> The Giobal Coordinator, in consultation with the Joint Lead
Managers and the Company, reserves the right to reject any
Application or to allocate a lesser number of Shares than that
applied for “

What are the significant
benefits of the Offer?

Dyno Nobel Limited
Prospectus

» The Offer is expected to provide investors with an investment in a Section 5
company with a range of attributes including:

> market leadership in the North American explosives market;

> exposure to continuing strong demand for explosuves in North
America and Australia; and

> potential growth opportunities through expanding the Company’s
operations in existing markets and possible expansion into the
Asian and Latin American markets




Topic

. . Where to Find More
Summary . : Infermation

What are the potential
significant risks?

» Investors will be exposed to standard market conditions which may  Section 11
cause the market price of the Sharas to fall as well as rise

> The underlying assets may not perform as expected, afi‘ectihg
the market price of the Shares and the Company's ability to pay
dividends .

> Key areas of rigk include (but are not limited to}):
> a downtum in the demand for explosives and initiation systems;

> an unscheduled plant'shutqown resulting in an inability to supply
customers;

> an increase in competitive activities from existing or new
explosives companies;

> a disruption to the Group's ability to obtain raw materials on a
timely or cost-effective basis;

> a delay in integrating the Group's recent acquasmons with the
existing business; and

- > a deterioration in arrangements with Dyno Nobel's distribution
Joint Venture partners

What are the significant tax
implications?

> Shareholders will be subjéct 1o Australian tax on dividends Section 12.9

> The tax consequences for investors will differ depending on
their individual circumstances, and partlcuiariy for non-resident
Shareholders

> Investors should consider seeking tax advice prior to an investment

What are the costs-and
amounts payable by the
Company?

> The costs of the Offer (including the fees payable to the Global Section 12.12
Coordinator), are estimated to total A$35.8 million, based on the
rid-point of the Indicative Price Range. These costs are payable out
of the proceeds of the Offer

When will | receive
dividends?

= Dividends, to the extent they are paid, are expected to be‘payable in Section 1.6
arrears for half yearly periods ending 30 June and 31 December

> The Directors anticipate the first dividend to Shareholders
will be dectared with-respect to the half year period ending
31 December 2006 - -

> As the majority of its eamings are currently generated in North
America, it is unlikely that dividends will be franked to any material
extent for the foreseeable future

> The Directors can give no assurance as 1o the extent ar timing of
dividends, nor the level of franking of dividends

Will there be a Dividend
Reinvestment Plan
("DRP™Y?

> The Directors have approved a DRP, however, no decision has Section 12.8
been made as to the commencement date of the DRP.

Dyno Mebel Limited
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SECTION 02 QUESTIONS AND ANSWERS -

Topic

Summary

Where to Find More
Information

What are the Company’s
borrowings?

> The net controlled borrowings of the Company will total
approximately US$445 rmillion (or approximately A$566 million)?

. immediately following Listing (excluding an estimated US$30 million
in non-controlled Joint Venture debt)

" Section 7.5.1

Is there any commission
payable to financial
advisers?

» Brokers in the Broker Firm Offer will receive a fee of 1.50% on
the value of Shares which they submit Applications for. This fee is
payable by the Company

> Participating organisations of ASX will receive a handling fee of ’
1.00% on stamped Application Forms which receive an.alloca_tlon -
of Shares under the General Offer, payable by the Company. There
is a cap on such handling fees of A$300 per Application {or multiple
Applications believed to be from the same pe'rson) )

Section 12.5.4.1

Section 3.16

How can further
information be obtained?

" » By reading this Prospectus in its entirety

> By speaking to your stockbroker, accountant or other
professional adviser

> By calling the Dyno Nobel Offer Information Line on 1800 502 497

> For Australian residents only, by visiting the Dyno Nobel Share Offer
website at www.shareoffer.dynonobel.com

How do | appty for Shares?

» By submitting a valid Application Form within or accompanying this
Prospectus {including, for Australian residents only, the efectronic
version of the Prospectus), in accordance with the instructions

Section 3.7

What is the allocation
policy?

> The Global Coordinator, in consultation with the Company and the
Joint Lead Managers, has discretion regarding the altocation of
Shares between the Retail Offer and the Institutional Offer

> The Global Coordinator, in consuitation with the Company and
the Joint Lead Managers, has discretion regarding the allocation
of Sharas under the Retail Offer and may reject any Application,
or allocate a lesser amount of Shares than that applied for inits
absolute discretion

> The Joint Lead Managers, in consultation with the Company, have
discretion regarding the allocation of Shares under the Institutional
Offer and may reject any Application, or allocate a lesser aniount of
Shares than that applied for, in their absolute discretion

Section 3.4

Section 3.4

Who are the advisers to the
Offer?

» Macquarie Equity Capital Markets Limited is the Global Coordinator

> Macquarie Equity Capital Markets Limited and Credit Suisse
(Australia) Limited are Joint Lead Managers to the Offer

> Allens Arthur Robinson is the Australian legal adviser to the
Company in connection with the Offer

» Deloitte Touche Tohmatsu has prepared the Investigating
Accountants’ Report on Pro forma Historical Financial Information

= Deloitte Corporate F'lnance Pty Limited has prepared the
Independent Review of Directors’ Forecasts

Section 12.11

Contact details

> For further contact details, refer to the Corporate Directory of
this Prospectus

_ Inside back cover

' Based on a foreign exchange rate assumption of US$0.75:A81.00
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. 3.4 Important dates
Retail Offer opens

Retail Offer closes

Institutional Offer opens

Institutional Offer closes

Final Price and allocation announcement

Expected commencement of trading on ASX {conditional and deferred settlement basis)
. Institutional Offer settlement :

Issue and allotment of Shares
Expected despatch of Shareholder statements
Shares expected to begin trading on a normal basis on ASX

13 March 2006

31 March 2006 at 5.00pm (AEDT)
‘ 4 April 2006 -

5 April 2006 at 12.00pm (AEST)

7 Aprit 2006

7 April 2006

11 April 2008

12 Aprit 2006

12 April 2006

. 13 April 2006

Note: All the above dates are incticaﬁv'e anly. The Company, in consultation with the Joint Lead Managers, reserves the right to vary these dates and times,
including to close the Offer early or withdraw the Oifer, to extend the Closing Date or {o accept late Applications (either generally or in particular casas)
without notifying any recipient of thls Prospectus or any Applicants. Investors are encouragad to submit their Applications as soon as possible as the Offer

may close at any time without notice.

3.2  Background to the Offer

3.2.1 Background .

Cn 19 September 2005, the Consortium announced

that it was successful in its bid to acquire Dyno Nobel
Holding ASA (“DNH") for US$1.7 billion. At that time, DNH
had extensive global operations, including in countries
throughout North America, Latin America, Europe, Middie
East, Africa, Australia and Asia.

The Consortium stated that it intended to separate DNH into
two business groups, retaining one group of businessaes
and divesting the other group of businesses to Orica. The
retained group would contain DNH's Australian and North
American businesses, an IS production facility in Mexico
and a 50% interest in the DetNet electronic IS joint venture
(“Dyno Nobe! Businesses”). The Consortium indicated that it
would ultimately seek to list these businesses on ASX.

The Consortium agreed to sell DNH's remaining businesses
(comprising the Latin American, Asian, European, Middle
Eastern and African businesses) ("Orica Businesses”) to
Orica for US$685 million (subject to obtaining necessary
regulatory approvals). The terms of this sale are contained
in the Umbrella Deed (refer to Section 12.5.2)..

The Consortium cormmitted US$350 million of funds to the
acquisition of DNH, in return for which the Existing Investors
were issued with shares in special purpose vehicles -

set up to facilitate their investment on 28 November

2005. Debt funding was provided for the balance of the
acquisition price.

Dyno Nobsl Limited
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As part of the restructure to separate DNH's assets and
sell the Orica Businesses to Orica, the following steps have
been or will be taken:

)] the Company will acquire the Dyno Nobel
Businesses from the Consortium by ‘acquiring the
shares of DNH shortly before the issue of Shares
under the Offer;

(o) prior to the Company acquiring DNH, it is intended
that as many as possible of the entities relating
to the Orica Businesses which are currently
owned by DNH will be transferred to Orica or to
an intermediate holding company owned by the
Consortium; and

(c) the Existing Investors have agreed to dispose
of their shares in the special purpose vehicles
in which they initially invested, in return for
securities in the Company. A portion of the
Existing Investors' securities in the Company
will be redeemed for cash as part of the Offer, in
effect allowing a partial realisation of the Existing
nvestors' investment in the Company.

Further details of the restructuring steps, including

details of various rights and obligations assumed by the
Company following the acquisition of DNH, are set out

in Section 12.5.2.

Since the Consortium’s initial purchase of DNH, it has
also approved and funded a series of Narth American
acquisitions undertaken by DNH (refer to Section 5.2).
These new businesses form part of the Dyno Nobel
businesses that are being acquired by the Company.

The Offer is being made to give effect to the Consortium'’s
intention to list the Dyno Nobel Businesses on ASX and to
provide an opportunity for Existing Investors to realise a
portion of their investment. ‘

l--—----"—_-----



3.2.2 Consortium arrangements

The Existing Investors' current investment in DNH is held -
indirectly through their shareholdings in DNH's ultimate
parent company, Macquarig Industrial Investments Norway
AS ("MIINAS™) (refer to Section 12.5.2.1 for a diagram of the
current corporate structure). The Offer provides Existing
Investors with the opportunity to realise a portion of their
investment, and to retain an exposure to the Dyno Ncbel
Businesses by replacing the balance of their shareholding
in MIINAS with a sharehclding in the Company. In order to
achieve this outcome, the following steps will be taken:

> for that portion of their investment to be realised, E'xisting
Investors will subscribe for convertible redeemable
preference shares in the Company {"CRPS"). The
Company intends to redeem each CRPS on issue shortly
after Settlement, in which case the Company will pay the
Final Price for each CRPS redeemed; and

- > for the portion of their investrment to be retained after

the Offer, Existing Investors will subscribe for Shares.

The total number of Shares on issue on completion of
tha Offer will be 805.9 million. As described in Section
3.5, the Company will issue sufficient number of Shares
under the Offer to fund the redemption of CRPS held by
Existing Investors, repay approximatety US$325.6 million
of debt and pay the costs of the Offer. The remaining

Shares on issue on completion of the Offer will be held by .

the Existing Investors. In aggregate, Existing tnvestors will
retain 59% of their investment and will realise 41%-via the
redemption of CRPS (although individual Existing Investars
may receive more or less CRPS, depending on the amount
of their investment realised through the Offer). Accordingly:

> at the top of the Indicative Price Range — Existing
Investors will, in aggregate, be issued 348.2 million
Shares and 246.2 milion CRPS, and will be entitled to
receive redemption proceeds of A$558.8 million;

> at the mid-point of the Indicative Price Range - Existing
Investors will in aggregate be issued 337.7 million Shares
and 238.7 million CRPS, and will be entitled to receive
redemption proceeds of A$496.5 million; and

> at the bottom of the Indicative Price Range — Existing
Investors will in aggregate be issued 325.0 million Shares
and 229.7 million CRPS, and will be entitlied to receive
redemption proceeds of A3434.2 million.

The estimates above are based on a foreign exchange rate
assumption of US$0.75:A%1.00 on the Closing Date of the
Institutionat Offer,

If the Final Price is set above or below the Indicative Price
Rangs, the number of Shares and CRPS to be issued to
Existing Investors, and their redemption proceeds, will
increase or reduce, accordingly.

The CRPS and the Shares will be issued on the same date
as'the Company completes its acquisition of DNH, which

will be shortly before the issue of Shares under the Offer,
The terms of the CRPS are described in Section 12.3.2.

Based on the mid-point of the Indicative Price Range,
Macquarie investments Australia Pty Ltd (*“MIAPL"), a wholly
owned subsidiary of Macquarie, will hold approximately
28.4 million Shares after completion of the Offer,
representing approximately 4% of the Company's issued
captial (refer to Section 3.7).

MIAPL has agreed to an escrow arrangement with the
Company under which it will be restricted from dealing
with the Shares until three business days after the
announcement of the Company's FY2006 results.

Existing Investors {apart from MIAPL) are not subject
1o escrow and are permitted to sell or buy Shares in
the Company.

The Offer will not proceed, unless at the.time the Offer .
proceeds to Settlement the Board has resolved to redeem

“all CRPS in the manner described above.

MIAPL is an Existing Investor and has a current investment
comprising apprommateiy 21% of the Consortium's
equity funding.

Under the arrangements establishing the Consortium, the

" Existing Investors have agreed that Macguarie will receive a

portion of any profit achieved by the other members of the
Consortium determined by reference to the increase in value

“of the Consortium’s investment from the time of investment

in September 2005 until the realisation of that investment,
whether through the Offer or otherwise. Upon completion
of the Offer, the value of the Consortium's investment will be
determined by reference to the Finat Price.

3.3 The Offer

The Offer comprises the Retail Offer and the Institutional
Offer, and consists of 464.6 million Shares based on the
mid-point of the Indicative Price Range and a foreign
exchange rate assumption of US$0.75:A%$1.00 on the Closing
Date for the Institutional Offer (which will represent 58% of -
the total Shares following completion of the Offer including a
portion of the Shares issued to Management under the Offer).
Further information regarding the number of Shares to be
issued under the Offer is set out in Section 3.6. Details about
the issue of Shares to Existing Investors and Management
Investors are set out in Sections 3.2.2 and 3.12 respectivaly.

- All Shares under the Offer will be issued at the Final Price.
 Under the terms of the Offer Management Agreement, the

Final Price will be determined by MIAPL, as representative
of the Consortium, in consultation with the Company,
Credit Suisse (Australia) Limited (“Credit Suisss”) and
Macquarie Equity Capital Markets Limited ("MECM"), after
the close of the Institutional Offer as described in Section
3.8. The Final Price may be set within, above or below the”
Indicative Price Range. For additional information on the
determination of the Final Price, refer to Section 3.8.3.

Dyno Nobel Limited
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SECTION 03 DETAILS OF THE OFFER

3.4 Purpose of the Offer
The purpose of the Offer is to:

» achieve listing on ASX to broaden the Company’s
Shareholder base;

> provide an opportunity for Existing Investors to realise
a portion of their investment;

> raise funds to pay down US$325.6 million of the
Company's debt; :

> provide a liquid market for Shares; and

> improve access to capital markets to fund future
growth opportunities.

3.5 Use of proceeds

The total gross proceeds of the Offer will be equal to

the number of Shares issued under the Offer multiplied

by the Final Price. The total gross proceeds of the

Offer are expected to be between A$902.4 million and
A$1,030.5 million, based on the Indicative Price Range and
a foreign exchange assurnption of US$0.75:A$1.00 on the
Closing Date for the Institutional Offer.

TABLE 3.5.1: SOURCES AND APPLICATION OF FUNDS

A$m
Sources . ‘

" Gross procesds under the Offert 966.4
Totalh ) . 966.4
Applications .

Fund redemption of CRPS held by

Existing Investors! 496.5
Repay a portion of existing debt2 : 4341
Fund the costs of the Offer! 35.8
Total 966.4
Noles:

11 Based on the mid-point of the Indicative Price Range and foreign
exchange rate assumption of US$0.75:A%$1.00. Note that gross proceeds
from the offer and the number of shares to be issued are different to
the assumptions used in the pro forma consolidated balance shest of
the Dyno Nobel Group and pro forma parent entity balance sheets as
detailed in Section 7.5 and 7.8, due to the use of different exchange
rates. The pro forma censofidated and parent entity balance sheets
assume shares ara issued and debt repaid based on the foreign
exchange rate of US$0.732:A%$1.00 as at 31 December 2005.

@ Based on forecast amount of outstanding net dabt at listing. The exact
armount of funds ralsed to repay debt may vary depending on changes
in the level of net debt in the Company prior to listing and tha US$:AS
exchanga rata on the Closing Date of the institutional Offer.

Dyno Nobel Limited
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The Company does not expect to receive any of the
proceeds of the Offer, other than an amount to céver the
costs of the Offer and to repay a portion of debt. The
Directors expect that the Company will have sufficient
working capital from its operations and existing funding
sources to fund its stated business objectives.

3.6  Structure of the Offer
The Offer is structured as follows:

(a) the Retail Offer, made pursuant to this
Prospectus, consisting of:

i) the Broker Firm Offér, which is open to
Australian resident Retail Investors who
have raceived a firm allocation from their
Broker (refer to Section 3.7.1); and

{ii) - the General Offer, which is open o
~ Australian resident Retail Investors (refer
to Section 3.7.2}; and

(o) the Institutional Offer, which consists of an
invitation to bid for Shares made to Institutional
Irvestors in Australia and a number of
overseas jurisdictions and is made pursuant
to this Prospectus and, where applicable, the
International Offering Circutar (refer to Section
3.8).

" The Offer will be hanéged by Macquarie Equity Capital

Markets Limited as Global Coordinator and by Macquarie
Equity Capital Markets Limited and Credit Suisse
{Australia) Limited as Joint Lead Managers. The Offer is not
underwritten. Details of the Offer Management Agreerment,
to which the Company and the Joint Lead Managers are

' parties, including the termination provisions and the fees .

payable, are set out in Section 12.5.4.

The Retail Offer and Institutional Offer are conditional on each
other. if one does not proceed, the other will not proceed.

All Shares offered for issue under the Offer will be issued
subject to the disclosures in this Prospectus and the
International Qffering Circular, as applicable, and will
rank equally with each other, including those Shares
issued to Existing Investors and Management Investors.




The ownership structure of the Comparny after completion
of the Offer and the redemption of the CRPS (refer to
Section 3.2.2} will be as follows:

TABLE 3.6.1: QOWNERSHIP OF THE COMPANY FOLLOWING THE
COMPLETION OF THE OFFER -

Number
of Shares!.2.5

{million) Yol
Existing Investorsd agr7r 41.9
Management4.6 ‘ , 78 10
New Shareholders pursuant ' .
to the Offer® 4604 | 571
Total 8059 . 100.0
Notas: ' l

1 These figures assume the redemption of the CRPS held by Existing
Invastors {refer Section 3.2.2).

@ Based on the mid-point of the Indicative Prica Range and foreign
exchange rate assumption of US$0.75:A%1.0C on the Closing Date of
the Institutional Offer. Note that gross proceeds from the offer and the
number of shares to be issued are different to the assumptions used
in the pro forma consolidated balance shest of the Dyno Nobel Group
and parent entity balance shaets as datailed in Sections 7.5 and 7.6,
dua to the use of different exchange rates. The pro forma consotidated
and parant entity balanca shoets assume shares are issued and dabt
repaid based on the fereign exchange rate of US$0.732:A$1.00 as at
31 December 2005.

3 Refer to Section 3.2.2 for details of escrow arrangements applying ta
Macquarie Investments Austrafia Pty Ltd {MIAPL).

) Refer to Section 3.12.2 for details of escrow arrangsments applying to
Management,

. 19 Based on forecast debt repayment (refer to Table 3.5.1).

8 The total number of Shargs available under the Offer includes a portion
of the Shares issuad to Management {refer to Sectlon 3.12.1).

" 3.7 The Retail Offer

The Retall Offer is open to Australian resident Retéil
Investors only. .

An Applicant in the Retail Offer must have a registered
address in Australia and must provide the information
requested on the applicable Application Form, Where an
Applicant has been offered a firm allocation by the Global
Coordinator, another Syndicate Member or other Broker,
thay wiil be treated as a Broker Firm’ Applicant in respect
of that allocation {refer Section 3.7.1). ) i
Applicants in the Retail Offer must apply for a minimum
value of A$2,000 of Shares and in multiples of A$500
thereafter. There is no maximum value of Shares which may
be applied for under the Retail Offer.

Successful Applicants in the Retail Offer will be allotted
Shares at the Final Price. Under the terms of the Offer
Management Agreement, Macquarie Investments
Australia Pty Limited, as representative of the Consortium,
in consultation with the Joint Lead Managers and the
Company, will determing the Final Price after the close

of the Institutional Offer as outlined in Section 3.8.3.

An Indicative Price Range has been set at A$1.89 to A$2.27
per Share but the Final Price may be set above, within or
below the Indicative Price Range. To the extent permitted
by taw, the offer by an Applicant in the Retail Offer is s
irrevocable. The Company and the Global Coordinator wil!
also reserve the right to aggraegate any Applications which
they believe may be multiple Applications from the same
person.

3.71  Broker Firm Offer
3.7.1.  Who can apply in the Broker Firm Offer?
The Broker Firm Offer is open to Australian resident Retail

Investors who have received a firm allocation from their Broker.

3.71.2 How o apply in the Broker Firm Offer

If you are a Broker Firm Applicant, you should contact your
Broker for information-about how to submit your Application
Foerm and for paymant instructions. Your Broker will be

your agent and, in submitting your Application Form and
Application Monies, you must:

> make the cheque, bank draft or money order payabls
to the Broker that has given you the firm allocation in
accordance with their instructions; and

> defiver your completed Application Form and Application
Monies to the Broker that has given you the firm
aflocation as instructed by them,

It is your Broker's responsibility to ensure that your
Application Form and Application Monies are submitted
before 5.00pm (AEDT) on the Closing Date or any earlier
closing date. Dyno Nobel, the Joint Lead Managers and
the Registry take no responsibility for any acts or omissions
committed by your Broker in connection with your
Application.

3.71.3 Closing date for the Broker Firm Offer

The Broker Firm Offer opens on 13 March 2006 and
closes at 5.00pm (AEDT) on 31 March 2008, subject to
amendment by the Company, in consultation with the,
Joint Lead Managers. Applications lodged with Syndicate

- Members or other Brokers must be lodged in accordance

with the timetable instructions provided by the Syndicate
Members or other Brokers or detailed on their websites.
The Global Coordinator, in consultation with the Company
and the Joint Lead Managers, reserves the right to reject
any Application which is submitted by a person who they
believe is insligible to participate in the Broker Firm Offer.

Dyno Nobel Limited
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3.7.2 General Offer ,

3.7.21 Who can apply in the General Offer?

The General Offer is open to Australian resident Retail
Investors.

3.7.2.2 Howtoapplyin the General Offer

General Offer Applicants must complete and lodge an
Application Form attached or within this Prospectus in
accordance with the instructions set out on the form,

Applications in the General Offer must be accompanied

by a cheque, bank draft or money order for the Application
Monies. Cheques, bank drafts or money arders must be
drawn on an Australian financial institution in Australian
currency and made payable to "Dyno Nobel Share Offer
‘Account” and crossed “Not Negotiable™. Cash will not be
accepted. Receipts for payment will not be issued.

Alternatively, Genera) Offer Applicants may submit their
Applications electronically via the internet and submit their
Application Mornies using BPAY® {refer to Section 3.7.2.3 for

" further detail regarding EPAY®). The Application Monies must
be provided before 5.00pm {AEDT) on the Closing Date.

Applicants should ensure that sufficient funds are held
in the refevant account(s) to cover your cheque(s). If
the amount of your cheque(s) for Application Monies
(or the amount for which those cheque(s} clear in time
for allocation) is insufficient to pay for the amount you
have applied for in your Application Form, or your BPAY®
payrment is for any reasecn not received or not received
in full, you may be taken to have applied for such lower
amount as your cleared Application Monies will pay for
(and to have specified that amount in your Application
Form) or your Application may be rejected.

3.7.2.3 Where to send your Application Form
Completed Application Forms, together with the cheque,
bank draft or money order for the Application Monies, should
be mailed or delivered to the Registry as set out below:

Postal Address Delivery Address
Dyno Nobei Limited

Dyno Nobel Limited

Share Offer Share Offer

Computershare Investor Computershare Investor
Services Pty Limited Services Pty Limited

GPO Box 7115 Level 3, 60 Carrington Street
Sydney NSW 2001 Sydney NSW 2000

Altematively, General Offer Applicants are also able

to submit their Application Forms and Application

Monies electronically via the intemet at
www.shareoffer.dynoriobel.com with payment through
BPAY®. Full details of how to make payment through BPAY®

can be found online at www.shareofferdynonobel.com.

Dyno Nobel Limited
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3.7.2.4 Closing Date for the General Offer
The General Offer opens on 13 March 2006 and closes at
5.00pm (AEDT} on 31 March 2G06.

Completed Application Forms and Application Monles must
be received by the Registry no later than the date specified
above unless the Company, in consultation with the Joint
Lead Managers, elects to close the General Offer early or
extend the closing date for the General Offer, ar accept

late Applications either generally or in particutar cases. The
General Offer may be closed at any earlier date, without
notice. General Offer Applicants are therefore encouraged
to submit their Applications as soon as possible.

The Global Coordinator, in consultation with the Joint Lead
Managers and the Company, reserves the right to reject
any Application Form which is not correctly completed

or which is submitted by a person who they believe is -
inefigible to participate in the General Offer, or to waive or
carrect any errors made by the Appltcant in completing their
Application.

General Offer Applicants who apply online will be
considersd to have their Application icdged only when
payment through BPAY® is received.

3.7.3 Acceptance of Applications under the

. Retail Offer
An Application in the Retail Offer is an offer by the_App!icant
to the Company.to subscribe for Shares in the amount
specified in the Application Form at the Final Price on the
terms and conditions set out in this Prospectus (including
any supplementary or replacement prospectus) and the
Application Form.

An Application may be accepted in respect of the full
amount, or any amount lower than that specified in the
Application Form, without further nolice to the Applicant.
Acceptance of an Application will give rise to a binding
contract with acceptance to take place after the quotation
of Shares on ASX and Settlement.

3.74  Allocation policy under the Retail Offer

The Global Coordinator, in consultation with the Joint Lead
Managers and the Company, has discretion regarding the
allocation of Shares to Applicants in the Retall Offer and
may reject any Application, or allocate a lesser amount of

- Shares than those applied for, in its absolute discretion.

This discretion includes the split of allocation between the
Retail Offer and the Institutional Offer, subject to any firm
allecations for the Broker Firm Offer.




There is no maximum amount that can be applied for

in the Retail Offer. However, the Company and-the Global
Coordinator reserve the right to treat any Applications in the
Retail Offer which are for more than A$100,000, or which _
are from persons whom they belisve may be Institutional
Investors, as “Final Price” bids in the Institutional Qffer -

or to reject the Application. The Company and the

Global Coordinator also reserve the right o aggregate

any Applications which they believe may be multiple
Applications from the same person for this purpose.

3.741 Allocations under the Broker Firm Offer

Firm stock which has been allocated to Brokers for allocation
to their Australian resident Retail Investors will be issued to

_ Broker Firm Applicants nominated by those Brokers. It will

be a matter for Brokers as to how they allocate firm stock | |
among their Retail Investors, and they {and not the Company
or the Joint Lead Managers) will be responsible for ensuring
that Retail Investors who have received a firm allocation from
them receive the relevant Shares.

Broker Firm Applicants will be able to confirm their firm
allocations through the Broker from whom they received
those allocations. However, if you sell Shares before
receiving an initial statement of your holding, you do so
at your own risk, even if you have obtained details of your

_ holding from your Broker.

3.7.4.2 Allocations under the General Offer

The Global Coordinator, in consultation with the Joint
Lead Managers and the Company, reserves the right to
reject any Application or to allocate a lesser amount then
that applied for or to allocate no Shares to Applicants in
the General Offer. If an Application is not accepted or is
accepted in part only, the relevant part of the Application
Monles will be refunded. Interest will not be paid on
Application Monies refunded. Refunds will be paid in
Australian doflars.

3.7.5 . Announcement of Final Price and Final

. Allocation Policy in the Retail Offer
The Company expects to announce the Final Price and

- the final allocation policy under the Retail Offer on or

about 7 April 20086, This information will be advertised in
The Australian and cther national and major metropolitan -
newspapers on that same day. Applicants in the Retail
Cffer will also be able to call the Dync Nobel Offer
Information Line on 1800 502 497 after 8.30am (AEST) on
that day to confirm their allocations. Applicants who ars
eligible to participate in the Retall Offer and are overseas
should call +61 3 9415 4288, However, Applicants in the
Retail Offer who sell Shares before receiving an initial
statement of holding do so at their own risk, even if they
have obtained details of their holding from the Dyno Nobel
Offer Information Line.

3.76 Refunds .

Application Monies will be refunded (in full or in part)

in Australian dollars where an Application is rejected,

an Application is subject to scale-back or the Offer is
withdrawn or cancelled. No interest will be paid on any
refunded amounts, The Company.will retain any interest
earned on Application Monies.

Refund cheques will be sent following the close of the Offer.

3.8 The Institutional Offer

3.81 Invitations to bid

The Company is ifviting certain institutional Investors who
routinely participate in Australian share offers to bid for
Shares in the Institutional Offer. The Institutional Offer is
structured in three parts:

> an invitation to Australian Institutional Investors to bid far
Shares, made under this Prospectus;

= an invitation to Qualified Institutional Buyers {"Q{Bs")
in the US in transactions exempt from the registration
requirements of the US Securities Act in reliance upon
Regulation D and Rule 144, if applicable, and applicable
US state securities laws, made under the international
Offering Circular; and

= an invitation to Institutional Investors in certain
jurisdictions outside Australia and the US to bid for
Shares in transactions exempt from the registration
requirements of the US Securities Act in reliance upon
Regulation S and in compliance lw'vith all applicable laws
in the jurisdictions in which such Shares are offered and
sold, made under the International Offering Circular.

3.8.2 Institutional Offer process and the Indicative
' Price Range

The Institutional Offer will be conducted using a bookbuild

process managed by the Joint Lead Managers, who will -

act as joint bookrunners. Full details of how to participate,

including bidding instructions, will be provided to

participants by the Joint'Lead Managers.

Participants can only bid into the bookbuild for Shares
through Syndicate Members. They rmay bid for Shares at
specific prices or at the Final Price. Participants may bid
above, within or below the Indicative Price Range. Under the
terms of the Offer Management Agreement, the Indicative
Price Range may be varied at any time by Macquarie
Investments Australia Pty Limited, as representative of the
Consortium, in consultation with the Joint Lead Managers
and the Company.

The minimum bid size is 50,000 Shares. However, the
Company and the Joint Lead Managers reserve the right to
accept smaller bIdS .

Dyno Nabal Limited
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The Institutional Bookbuild will be conducted from
9.00am (AEST) on 4 April 2006 to 12.00pm {AEST) on
5 April 2006. The Company, in consultation with the Joint

Lead Managers, reserves the right to vary the dates and/or -

times of the Institutional Offer without notice.

Bids in the Institutional Offer may be amended or withdrawn -
at any time up to the close of the Institutional Offer. Any bid
not withdrawn at the close of the Institutional Offer is an
irmevocable offer by the relevant bidder to subscribe or procure
subscribers for the Shares bid for {or such lesser number as
may be allocated) at the price per Share bid, on the terms
and conditions set out in this Prospectus or the international
Offering Circular {as applicable}, including any supplementary
_or replacement document, and in any bidding instructions
provided by Syndicate Members to participants. Bids can be
_ accepted or rejected by the in whole or in part, without further
notice to the bidder. Acceptance of a bid will giverise to a
binding contract. :

Details of the arrangements for notification and settlement
of allocations applying to participants in the Institutional
Offer will be provided to participants prior to the opening
of the bookbuild process. in some cases, Shares allocated
may be delivered by the Joint Lead Managers, or their
international affiliates, pursuant to settlement support
.-arrangements under which the relevant Shares.may be
sold or issued to them and on-sold by them to satisfy the
relevant allocations under the Institutional Offer.

3.8.3 TheFinal Price

The bookbuild process will be used to determine the

Final Price. Under the terms of the Offer Management
Agreement, the Final Price will be determined by Macquarie
Investments Australia Pty Limited, as representative of

the Consortium, in consultation with the Company, Credit
Suisse and MECM. It is expected that the Final Price will

be announced to the market on or about 7 April 2006,

In determining the Final Price, consideration wilt be given
to the following factors:

» the level of demand for Shares under the Instltutlonal
Offer at various prices;

> the level of demand for Shares under the Retail Offer;
> the objective of maximising the proceeds of the Offer; and
. > the desire for an orderly secondary market in the Shares.

The Final Price will not necessarily be the highest price at
which Shares could be sold and may be set above, within
or below the Indicative Price Range.

All successful blddsrs in'the Institutional Offer will pay the
Final Price.

Dyno Nobél Limited
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a.8.4 Allocation policy under the Institutional Offer
The allocation of Shares among bidders in the Institutional
Offer will be determined by the Joint Lead Managers, in
consultation with the Company. The Joint Lead Managers
will have absolute discreticn regarding the basis of
allocation of Shares, and there is no assurance that any
bidder will be allocated any Shares, or the number of
Shares for which it has bid.

The initial determinant of the allocation of Shares under
the Institutional Offer will be the Final Price. Bids lodged

at prices below the Final Price will not receive an allocation
of Shares,

The allocation policy will be influenced by the followmg
factors:

> the price and number of Shares bid for by particular
bidders,;

> the timeliness of the bid by particular bidders; and

> any other factors that the Joint Lead Managers, in
consultation with the Company, consider appropriate,
in their scle discretion. -

3.9 Minimum subscription amount

A minimum subscription amount under the Offer is
required to fund the redemption of the CRPS, to repay
approximately US$325.6 million of debt and to cover the
costs of the Offer.

The Offer will not proceed, and all Applications and
Application Monies will be returned to Applicants (without
interest), unless a minimum subscription amount of
AS670 million is raised under the Offer..

3.0 Discretion regarding the Offer
The Company reserves the right not to proceed with the Offer -
or any part of it at any time before the allotment of Shares to
Applicants in the Retail Offer and to bidders in the Institutional .
Offer. If the Offer or any part of it does not proceed or is
cancelled, all Application Manies, or the relevant Application
Monigs, will be refunded (without interest).

The Company also reserves the right to close the Offer

or any part of it early, or extend the Offer or any part of it
or 1o accept late Applications or bids either generaliy or

in particular cases, or to reject any application. Under the
terms of the Offer Management Agreement, Macquarie
Investments Australia Pty Ltd, as representative of the
Consortium, in consultation with the Company, Credit
Suisse and MECM, may set the Final Price which is abdve,
within or below the indicative Price Range.

L



3.11  Offer Management Agreement

The Offer will not be underwritten. The Company, Joint Lead
Managers and the Co-Lead Managers, have entéred into an
Offer Management Agreement in respect of the management
of the Retai Offer and the Institutional Offer. Once the Finel
Price has been determined, the Joint Lead Managers or
their affiliates will be obliged to provide settlement suppdrt

in respect of successful bids in the Institutional Offer under
the Offer Management Agreement. Tne Offer Management
Agreement sets out 2 number of circurnstances under which
the Joint Lead Managers may terminate the agraement and
the settlement support obligations. A summary of certain
terms of the agreement and associated settlement support
arrangements, including the termination provisions, is set out

 in Section 12.5.4.

3.12  Investment by Management

3.12.1 Initial Management Investment
Dyno Nobel management will make a substantial
investment in.the Company through the Offer.

As part of the arrangements entered into when the
Consortium announced it was acquiring DNH, the Consortium
granted certain members of the sanior management team
{(“Management Investors”) the right to invest in the Dyno
Nobel Businesses on the same financial terms as the Existing
Investors. Certain Management Investors will subscribe for
shares at the same time as Existing Investors, that is, on the
day the Company completes the acquisition of DNH (refer to
Section 3.2.2). Other Management Investors will subscribe for
Shares under the Offer (at the Final Price) and the Consortium
will fund part of their purchase price.

Based on the mid-point of the Indicative Price Range and
a foreign exchange rate assumption of US$0.75:A%1.00
on the Closing Date of the Institutional Offer, the initial
investment in the Company by the Management Investors
will total 5.6 million. Shares at the completion of the Offer.

The Company’s CEQO, Peter Richards, is one of the
Management Investors {refer to Section 12.10.1.4 fora
summary of the CEQ's investment in the Company).

3.12.2 Offering Bonus

Under the terms of their employment arrangements
certain members of the Management Investors are
entitled to an Offering Bonus (payab!e by the Consortium) *
which comprises:

> a cash bonus payable within 20 days of Settlement.
The total cash bonus payable to eligible members of the
Marnagement Investors is expected to be A$4 million {and
will be no more than this amount);

» an allocation of Shares upon Settlement; and

> if the Directors’ Stétutory Forecast contained in Section
8.5 is achieved, an allocation of Shares following the
announcement of the FY20086 results.

In respect of the allocation of Shares, the Consortium
will pay the Comparny an amount equal to the Final Price
for each Share o be issued under the Offering Borus.
Based on a Final Price at tha mid-point of the Indicative”
Price Range and a foreign exchange rate assumption of
US$0.75:A%1.00 on the Closing Date of the Institutional
Offer, the total Shares to be allotted under the Offering
Bonus upon Settlement will be approximately 2.2 million,
and the total Shares to be allotted under the Offering
Bonus assuming achievement of the Directors’ Statutory
Forecast will be approximately 1.7 million. '

Based on the Offering Bonus paid at Settlement and the
investment made by Management Investors, the number
of shares held by Management Investors at completion
of the Offer will represent approximately 1.0% of the
Shares on issue. .

The number of Shares that will be held by Management

- Investors pursuant to the arrangsments outlined in Sections

3121 and 3.12.2, after complstion of the Offer, is set out in
Section 3.6. Details of Pater Richards' interests in Shares at
the completion of the Offer are set out in Section 12.10.1.4.

3.12.3 Disposal restrictions )
Each of the Management Investors has agreed to an

- escrow arrangsment with the Company under which they
. will be restricted from dealing with the Shares they hold as

a result'of their Initial Management Investment until the first
anniversary of the date of issue of Shares under the Offer.

In addition, each of the Management Investors entitled to
an Offering Bonus has agreed to an escrow arrangement
with the Company under which they will be restricted from
dealing with the Shares they receive under their Offering .
Bonus until 18 months after the date of issue of Shares
under the Offer.

The Company will waive these restﬁ'c_;tiohs only if:

> a takeover bid is made for all the Shares and holders of
at least half of the Shares not subject to the restrictions
‘have accepted the offer under the takeover bid; or

» a scheme of arréngement refating to the Shares
becomes effective.

Dyno Nabel Limited
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343 Listing

An application will be made to ASX not later than seven
days after the date of this Prospectus for the Company
to be admitted to the official list of ASX and for official _

quotation of the Shares on ASX. .

The Company’s ASX code will be “DXL”

The fact that ASX may admit the Company to the official
list Is not to be taken as an indication of the merits of
the Company or the Shares cffered for subscription.

If permission is not granted for official quotation of the
Shares on ASX within three months after the date of
this Prospectus (or any later date permitted by law),

all Application Monies received will ba refunded without
interest as socn as practicable in accordance with the
requirements of the Corporations Act.

- 344  Trading on ASX

It is expected that Shares will commenca trading on ASX
on or about 7 April 2006, initially on a conditional and
deferred settlement basis.”

All contracts formed on acceptance of Applications and bids
in the Institutional Offer will be conditional on ASX agreeing
to quote the Shares on ASX and also on initial settiement

" {that is, settlement in respect of all, or substantially all, of

the Shares the subject of the Offer occurring under the

Offer Management Agreement and associated settlement
support arrangements {“Settlernent™). Trades occurring

on ASX before Settlement occurs will be conditional on
Settlement occurring.

Conditional trading will continue until the Company
has advised ASX that Settlement has occurred, which is
expected to be on or about 11 April 2006.

Trading on ASX will then be on an unconditional but
deferred settlement basis untit the Company has advised
ASX that initial holding statements have been despatched
to Sharehclders. Trading on ASX is expectsd to commernice
on a normal settlement basis on or about 13 April 2008,

If Settlement has not occurmed within 14 days {or such konger
period as ASX allows} after the day Shares aré first quoted
on ASX, the Offer and all contracts arising on acceptance

" of Applications and bids in the Institutional Offer will be
cancelled and of no further effect and all Application Monies
will be refunded (without interest). In these circumstances,
all purchases and sales made through ASX participating
organisaticns during the conditional trading period will be
cancelled and of no effect. Refer to Section 3.7.5 for detalls
on the announcement of the Final Price and final allocation
policy under the Retail Offer.

Dync Nobel Limited
Prospectus

Following the issue of Shares, successful Applicants

will receive a holding-statement setting out the number

of Shares issued to them under the Offer. It is expected
that holding statements will be despatched by standard
post on or about 12 April 2006. It is the responsibility of
Applicants to determine their allocation prior to trading in
Shares. Applicants trading in Shares prior to receiving a
statement of holding do so at their own risk. The Company,
the Registry and the Joint Lead Managers disclaim all
liability, whether in negligence or otherwise, to persons whe
sell Shares befora receiving their initiai holding statement,
whether on the basis of a confirmation of allocation
provided by any of them or by the Dyno Nobel Offer
information line.

3.15 Brokerage, commission and stamp duty
No brokerage, commission or stamp duty is payable by
Appiicants upon acquisition of the Shares under the Offer.
Various'fees are payable, in relation to the Offer, to the Joint
Lead Managers, the other Syndicate Members and certain
other Brokers. Details are set out in Section 12.5.4.1,

3.16 Stamping fee

Where the Application Form of a General Offer Applicant
bears the code of an ASX participating organisation and
that Applicant is allotted Shares, the Company will pay that
participating organisation a handling fee equal to 1% of the
number of Shares allotted under that Application multiplied
by the Final Price, capped at a maximum stamping fee of

_ A$300 per successfud Applicant {or group of Applications

from the same end investor}. This handling fee will not
apply to Shares issued under the Broker Firm Offer or the
Institutional Offer. ’

3.17 Dishbursement of Application Monies

All Application Monies will be held on trust in a special
purpese account until Shares are issued to successful
Applicants. Interest will not be paid o Applicants on
Application Monies. Any interest which accrues in the
special purpose account in relation to accepted or refunded
Application Monies will be retained by the Company.

If permission is hot granted by ASX for quotation of the

Shares within three months following the date of this
Prospectus, the Shares will not be allotted and Application

‘Monies will be refunded in full (without interest) within the

time prescribed by the Comporations Act.




3.18 Electronic Prospectus

The Offer constituted by this Prospectus is only
available electronically to Australian residents accessing
and downloading or printing the electronic version of
this Prospectus within Australia. Australian residents
located in Australia may view this Prospectus cnline at
www.shareoffer.dynonchel.com. The Offer constituted
by this Prospectus in electronic forn"]. is not available to
investors outside Australia, including perseons in the US
and US Persons. Refer to Section 3.20 for applicable
selling restrictions. )

Persons who receive the electronic version of this
Prospectus should ensure they download and read the
entire Prospectus. A paper copy of this Prospectus will
be provided free of charge to any person in Australia
who requests a copy by contacting the Dyno Nobel Offer
information fine on 1800 502 497 during the Offer Period.

Applicants using the Application Form attached to the
electronic version of this Prospectus must be located

- in Austratia. The Corporations Act prohibits any person .

from passing the Application Form on to another person

unless it is attached to or accompanying a paper copy of
this Prospectus or the complete and unaltered electronic
version of this Prospectus.

3.19 CHESS and holding statements

The Company intends to apply to participate in CHESS
and, in accordance with the Listing Rules and the ASTC
Settlement Rules, will maintain an electronic CHESS

sub-register and an electronic issuer sponsered sub-register.

Following the issue of Shares to successiul Applicants,
Shareholders will receive an initial statement of holding -
(similar in style to a bank account statement) that sets out
the number of Shares that have been allocated to them
under the Offer.

. This statement will also provide details of a Shareholder’s -

HIN in the case of a holding on the CHESS sub-register,
or SRN in the case of a holding on the issuer sponsored
sub-register. Shareholders will be required to quote
their HIN or SRN, as appropriate, in all dealings with a
stockbroker or the Registry.

Shareholders will receive subsequent statements during the
first week of the following month if there has been a change
to their holding on the register and as otherwise required
under the Listing Rules and the Corporations Act. Additional
statements may be requested at any other time either
directly through the Shareholder's sponsoring broker, in the
case of a holding on the CHESS sub-register, or through the
Registry in the case of a'holding on the issuer sponsored
sub-register. The Company or the Registry may charge a
fee for these additional issuer sponsored statements.

3.20 Foreign selling restrictions

No action has been taken to register or qualify this
Prospectus, the Shares or the Offer or otherwise to permit
a public offering of the Shares in any jurisdiction outside
Australia. The Shares have not been, and will not be,
registered under the US Securities Act and may not be
offered or sold in the US or to, or for the account or benefit
of, US Persons except to QIBs in accordance with the -
applicable exernption from the registration requirements

. of the US Securities Act pursuant to Regulation D

and Rule 144, if applicable, and applicable US state
securities laws.

This Prospectus may not be distributed in the US or to
US Persons, or elsewhere outside Australia, unless it

is attached to, or constitutes part of, the International
Offering Circular that further describes selling restrictions
applicable in the US and other jurisdictions outside
Australia, and may only be distributed to persons to whom
the Offer may lawiully be made in accordance with the
laws of any applicable jurisdiction. This Prospectus does
not censtitute an offer or invitation to subscribe for Shares
in any jurisdiction in which, or to any person to whom, it
would not be lawful to make such an offer or invitation or
issue this Prospectus.

Each person to whom the Offer is made under this
Prospectus (including each person in Australia to whom
the Institutional Offer is made} will be required to represent,
warrant and agres as follows (and will be taken to have
done so if it makes a bid in the Institutional Offer):

» it acknowledges that the Shares have not been, and
will not be, registered under the US Securities Act, orin
any other jurisdiction outside Australia, and may only be
offered and sold: {i} in the US or to, or for the account

" or benefit of, US Persons, to QIBs in accordance with
Regulation D and applicable US state securities laws;
and (i) outside the US, to persons other than US Persons
in offshore transactions in compliance with Regulation S;

= it is not in the US or a US Person and is not acting for the
account or benefit of a US Person or any other foreign
person; and

> either (1)itis not engaged in the business of distributing

securities or (2) if it is, it agrees that it will not offer or
resell in the US or to a US Person {a) any Shares it
acquires under the Cffer at any time or (b} any Shares it
acquires other than under the Offer until 40 days after
the date on which the Shares are allocated under the
Offer, in either case other than in a transaction meeting
the raquirements of Rule 144A; provided, however, that
the foregoing will not prohibit any sale of Shares on ASX
if neither the seller nor any person acting on its behalf
knows, or has reason to know, that the sale has been
pre-arranged with, or that the purchaser is, a person in
the US ar a US Person.

Dyno Nobel Limited
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No person is autherised to provide any information or -
make any representations ¢ther than those contained in
this Prospectus and, if given or made, such information
or representations will not be relied upon as having been
authorised by the Gompany or the Joint Lead Managers

- or any other Syndicate Member, or any other person, nor

will any such persons have any liability or respansibility in
relation to them,

3.21 Taxation

The Australian taxation consequences of any investment
in Shares will depend upon the investor's particular
circumnstances. It is the obligation of potential investors
to make their own enquiries concerning the taxation
consequences of an investment in the Company. If you
are in doubt as to the course of action you should ollow,
you should consult your stockbroker, accountant or
other professional adviser. Section 12.9 sets out further
information in relation to tax. '

3.22 Enguiries .

If you require assistance to complete an Application
Form or require additional copies of this Prospectus, you
should contact the Dyno Nobel Offer information line on
1800 502 497. The Dyno Nobel Offer information line wilt
be open on business days from 8.30am until 5.00pm
until 13 April 2008, Investors will be able to contact the
Dyno Nobel Offer information line to find out details

" of their allocations from 8.30am (AEST) on the date of

Shares commencing conditional and deferred settlement
trading, which is expected to be 7 April 2006.
If you require advice as to whether to invest in the

Company, you should seek professional advice from your
stockbroker, accountant or other professional adviser.

Dyne Nobel Limitad
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Explosives are energetic materials that can be triggered 4.1 Industry size
to undergo rapid chemical reactions, releasing substantial Dyno Nobel's management estimate that the global

energy in the form of heated gas at high pressure. commercial explosives industry generated US$6
Commercial explosives perform mechanical work such as billion — US$8 billion of revenues in 2005, of which the
dislodging or fragmenting rocks and excavation. The use North American region accounted for approximately
of explosives in mines, quarries and construction projects US$1.6 billion - US$2.0 billion.

greatly increases productivity and efficiency. Customers’

only alternative to using explosives is performing those 2005 GLOBAL EXPLOSIVES MARKET SIZE BY REGION

tasks using machinery or manual labour, which can be both ~ Estimated Market Size? Regions within this range

expensive, time consuming and, in most cases, simply not US$1.6 billion — N_orth America

feasible. Major commercial explosives consumers include US$2.0 billion

companies in .the _coal ar_td metals mining, industrial quarry > US$1.0 billion Chinai

and construction industries. -

The basic explosives products and services are similar US$400 million — Australia

across all market segments and include: USE700 million each \l;\?“” AmEnca

> explosive products (typically AN-based, either in bulk or A":i:‘m urope
packaged formj; - :

> initiation systems to initiate the blast; US$200 million - South East Asia

> distribution and delivery systems to transport explosives US$300 million sach _ Russia
(and/or other materials necessary to prepare explosives Notes:

on site}; and” . 0 Chinese demand for explosives is predominantly serviced by Chinese
' . national suppliers. Currently, there is limited penetrauun inte this market
> a range of on-site services to support the blasting by foreign companies. .
process, allowing customers to blast more effectively and. @ Estimated markst size is sensitive to raw material and foreign exchange
obtain savings along the entire mining value chain. variations.

Other regions not included in the table above {including Eastern Europe,
India, North East Asia, and the former Sovist Union (excluding Russia) are
estimated by Dyno Nobel management to total in axcess of US$1 billion.

4 _ Source: Dyno Nobel management estimates

MAIN EXPLOSIVES CUSTOMER SEGMENTS“"“'“ T T T T T T T T e e e b

¥
i
i
i

Constructi_ﬁ/Quarrymg- MetalsIMining ﬂ
Undergmund Open Bif .

. Typical Product Mix Typlcal Product MIX . ‘ + Typical Product Mix

A_ 0%-5% A owow
AR 15%-20% .0 L 5%-15%

25%—30%_ :

Lolemportanceof e Co"smN Supply _

“S.

A Service. A Inmanon Systems A Amménium Nitrate.
Source: Dyno Nobel
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lContinued growth in the major end user markets is
expected to underpin global explosives demand growth.
Strong demand for steel in China, Japan and South Korea
Es expected to support growth in metallurgical coal and iron
ore production. The increasing affardability of coal, refative
to alternative energy sources, is expected to underpin
thermal coal demand in North America. The strong outiook
for the North American infrastructure and construction
sectors is expected to drive demand for aggregate.

|

4.2 Industry structure

Customer requirements for explosives products and
services vary significantly between industries.

4.21  Coal and metals mining

" Open-pit coal and metals mines tend to be large operations .

\{Nith significant requirements for low-caost bulk explosives.

Suppliers will often provide on-site explosives storage and
blending facilities to service the high throughput.

Underground mines require greater controt over rock
fragment‘ation ore dilution, vibration control and
mlmmlsanon of toxic fumes. Accordingly, underground
munes have a greater need for higher margin IS products,
elaccessones and services, as well as for more specialised
emulsion explosives and associated delivery systemns.

r|4 2.2 Quarry and construction

The main use for explosives in guarrying is to produce
aggregate the broken rock used in general construction
and infrastructure projects. The construction industry

also uses explosives products to dislodge rocks and soil
ln tunnelling and other infrastructure projects. Due to the
strong emphasis placed on vibration control and safety
(glven the potential close proximity to residential areas),
constructlon and quarrying operations have a greater
need for advanced IS and specific explosives formulations.

Customers in the quarry and construction sectors tend

to require more third party support, such as drilling and
blastmg services. They often require frequent explosives
del:verles to minimise overnight on-site explosives storage,
Wthh is precluded under most operating licences

unless the explosives are stored in secure magazine
.etorage facillties. These product, distribution and service
requirements provide opportunities for suppliers to
énhance margins.

4.2.3 Other end users )
Other uses for exploswes are mainly seismic applications in
oil and gas explorations which require specialised products.

4.3  Products and services _
The commercial explosives industry supplies three broad
categories of products and services:

> bulk and packaged explosives;
> IS; and
> related services and distribution.

4.31 Explosives .

Explosives are broadly categorised as primary or
secondary explosives according to the amount of energy
required to initiate detonation. Primary explosives are
highly sensitive and can be detonated by relatively iow
energy sparks, flames, impacts or other primary heat
sources. In commercial applications, primary explosives
are mainly used as raw materials in detonators and booster
manufacturing. Secondary explosives are less sensitive to -
detonation and typically require the application of higher
energy levels to achieve detonation. Secondary explosives
include all bulk commaercial explosives used to achieve a
blasting effect. .

Commercial explosives are usually secondary explosives
and, with the exception of cast boosters and dynamites,
are predominantly AN-based. Many of these AN-based
explosives can be sold both in bulk and packaged form.
The more specialised and typically higher energy forms of
commercial explosives, such as TNT.and-dynamite, are
mainly used in smaller quantities in specific applications or
as "boosters” for insensitive blasting agents.

4.3.2 AN-based explosives

AN-based explosives are the most commonly used
commaercial explosives due to their cost effectiveness and
relative ease of handling. These products are supplied in -
several forms:

= Ammonium Nitrate Fuel Qil {("ANFO"} mixtures - the most
common AN-based explosives, produced by mixing
porous prilled (granular) AN with fuel oil;

> Emulsions — water resistant explosives, for use in wet ‘
boreholes, produced by blending AN, oils and emulsifiers
o create a thickened mixture; and

> Watergels — another form of water resistant exploswes
produced by combining AN, various fuels and a
chemically modified vegetable gum to create a product
" with a rubbery consistency.

All these preducts use prilled AN and/or AN solution as
their key raw material input.

Oyno Nobel Limited
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SECTION 04 COMMERCIAL EXPLOSIVES INDUSTRY

AN is primarily produced as low-density AN granules,
which is commonly used as fertiliser. As a resuit, the
largest global AN producers are fertiliser companies such
as Agrium Inc, Terra Industries Inc., Yara international
ASA, and CF Industries Inc. A number of these companies
also produce low-density AN, which is sold to explosives
producers or directly to large volume explosives -
consumers. Large explosives producers, such as Dyno
Nobel and Orica, also have their own low-density AN
production facilities but may also rely on third party
producers to satisfy some of their requiremnents.

AN production facilities use either natural gas or ammonia
as their primary feedstock. In either cass, the cost of these
inputs accounts for a substantial portion of the production
costs of explosives and, accordingly, access to a reliable,
low-cost supply of feedstock is of strategic importance to
an explosives supplier.

The pricing of AN-based explosives exhibits some volatility
and reflects the supply/demand dynamics of AN in the
explosives markets, the supply/demand dynamics in the
ammonia and natural gas markets and also. to a certain

extent, AN supply/demand dynamics in the fertiliser markets.

Frequently, explosives companies supply AN-based
explosives and other explosives to customers, in particular
to large customers, under long-term supply agreements
that stipulate AN pricing. The ahility of explosives suppliers
to pass along higher input costs to customers under these
long-term contracts varies. Pricing under some contracts is
tied directly to the spot price of natural gas or ammonia and
may be passed along within a short period. Alternatively,
some contracts adjust AN prices based on pre-agreed
mechanisms that are CPl-based, while others are entirely
fixed price, typically with back-to-back contracts for supply
of the raw materials.

4.3.3 Initiation Systems

IS are used to detonate secondary explosives in a
predictable, refiable and safe way, They comprise a blasting
machine, a detonator and a medium to transmit a signal
between the blasting machine and the detonator.

IS have evolved over time to offer greater value, reliability,
flexibility and safety to the customer.

There are three main categeries of IS in use today:

> electric 1S — where the initiation charge within the
detonator is triggered via an electrical impulse. These
products were developed in the 1930s and have largety.
been replaced by non-slectric detonators in major
Western markets. Electric detonators are still used for
limited specific applications and in developing markets
due to their low per unit cost;

> non-efactric IS — where the initiation charge is triggered
by a shock wave travelling through the inside of an
explosive-lined shock tube. Non-electric detonators
were developed in the late 1970s and offer a number of
benefits including ease of use, flexibility, improved safety
and a higher degree ©f blast timing accuracy than electric
IS; and

> electronic IS — currently in the early stages of
commercialisation, these systems use microchip
technology to achieve much higher levels of blast
timing accuracy than the older technologies. Some
systems also allow blasting engineers to download
computer-generated blasting patterns to the blasting
machine and detonators.

AN PRODUCTION PROCESS'

hndlChhed
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SECTION 04 COMMERCIAL EXPLOSIVES INDUSTRY

4.7.2 Industry participants

The North American market is serviced by Dyno Nobel,
Crica, Austin Powder Company, a number of smaller
manufaciurers and a large number of local distributors.

Explosives—grade AN is produced in-house by Dyno Nobel
{manufacturing capacity of approximately one million mt
pa) and Orica {capacity: 725,000 mt pa). The balance

of the North American market's AN needs is produced

by a number of fertiliser companies, such as Potash
Corporation of Saskatchewan, Agrium, El Dorado Chemical
Company, Nelson Brothers and Continental Nitrogen &
Resources Corp.

In recent times, a number of fertiliser manufacturers

have ceased production of prilled AN. Dyno Nobel's
management believe this is partly In response to the
regulations conceming explosives, particularly in relation to
security-related issues.

4.7.3 Marketing and sales

With the exception of larger coal and metals mining
customers, most customers in North America buy
explosives from a distributor, which typically provides a
full range of AN-based explosives, dynamite, IS products
and accessories, as well as on-sits services. Distributors
typically source most of their products from the large
explosive manufacturers, although some produce their
own bulk AN-based explosive products. Distributors are
usually aligned with a major manuifacturer but in some
cases carry products from multiple manufacturers in their
product portfolio.

Larger coal and metal mining customers generally contract .

directly with the explosives manufacturers.

AUSTRALIAN BLACK COAL PRODUCTION™ "~ "7 777 ""7— "7~ AUSTRALIAN IHON ORE PRODUCTION AND EXPOHT GHOWTH_ ’

AND EXPOHT GROWTH (MILLION MT)

W Gross Production W Gross Exports
| 2002-05CAGR-4.0% 2002-05 CAGR-5.3%

2002 © - - 2003 2008 L . 20060

4.8  Australia

Australia is Dyno Nobel's other key geographic market.
Dyno Nobel's management estimate that the total size

of the Australian explosives market is approximately
US$600 million in revenue and 1.1 million mt by volume

of AN-based explosives annually. This represents the third
largest explosives market in the world.

The coal mining sector is the largest consumer of
explosives in terms of both volume and revenue. Metals
mining, particularly iron ore, is also a significant sector.
Explosives demand from the quarry and construction’
sector ig relatively small, due to Australia’s small population
relative to the size of the Australian mining sector.

There are a number of key mining regions in Australia
which account for the majerity of explosives demand;

> Bowen Basin (Qld) — metallurgical coal (used in steel
productiony;

> Pilbara (WA) — iron ore; _

> Hunter Valley {(NSW) - thermal coal {used in electricity
generation}; and '

> Goldfields (WA} — gold and nickel.

The operations in these regions are generally large scale

open-cut mines, with a number of regions geared to the
bulk export trade into Asia, particularly China.

(MILL!ON MT)

_ 203 2004 - .. 20080 0
¥ Gross Production W Gross Exports

2002-05 CAGR - 8.9%" _ 2002-05 CAGR ~10.5%

|
i
i EL T

Source: ABARE, 2005

Note: Year end 30 Jurne, CAGR means compound annual growth rate.
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Source: ABARE, 2005
CAGR means compound annual growth rate
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SECTION 04 COMMERCIAL EXPLOSIVES INDUSTRY

The outlook for commercial explosives consumption

in Australia is driven largely by increasing demand for
metallurgical coal and iren ore production 1o support
increased steel production in North East Asia and China.

> Since mid-2002, Australian black coal production
has averaged 4.0% pa growth, with corresponding
export growth of 5.3% pa. China is a major customer
for Australian coal exports. ABARE projects Chinese
coal import growth will average 12.2% pa over the period
2005-2025. Australia is in a competitive position to
benefit from this growth.

» Since 2002, Australian iron ore production has
exhibited strong average growth of 8.9% pa,
with export growth of 10.5% pa. Exports to China
have averaged approximately 28% pa growth for the
corresponding period to reach 80 million mt in 2004,
Over the period 2005-2025, ABARE is forecasting
Chinese iron ore import growth of 9.4% pa. As the
world's leading exporter of iron-ore, Australia is expected
to capture a significant proportion of Chinese demand.

Dyno Nobel's management expect that unit prices in the
Australian explosives market will at least keep pace with
CPI, over the medium term, subject to there being no
‘material reduction in raw material input costs.

4.8.1 Industry participants

The Australian commercial explosives market is

primarily serviced by Dyno Nobel and Orica. Dyno Nobel
is the number two explosives supplier in the Australian
market. UEE Explosives Australia Pty Ltd and Roche
Blasting Services each have a small presence in the
Australian market.

Dyno Nobel's market position is comparatively stronger

in the Pilbara region, whereas Orica is stronger in the
Hunter Valley and Goldfields. Both companies have a solid
presence in the Bowen Basin.

" Dyno Nobel is one of three companies involved in

the manufacture of explosives-grade AN in Australia.

Dyno Nobel sources the majority of its Australian AN

- requirements from CSBP Limited (“CSBP”), a subsidiary of
Wasfarmers Lid ("Wesfarmers™), under a long-term supply
contract that runs to 2011, and from Queensland Nitrates
Pty Ltd ("QNP™), a 50:50 joint venture between Dyno Nobel
and CSBP. Orica operates AN production facilities at
Yarwun and Kooragang Island. Contracts for the supply of
AN within Australia are generally priced on a fixed price per
tonne basis, plus an annual escalation linked to CPI.

Dyno Nobel Limited
Prospectus

The recent strong growth in explosives demand driven by
Asian demand for metallurgical coal and iron ore has led
to a shortfall in Australian AN supply. This has resulted in
the need to import-relatively highly-priced AN. In response,
the following capacity expansion proposals have been
announced by all three local producers:

»> Orica: Yarwun approximately 300kt pa capacity with
planned expansion to approximately 600kt pa expected
-in August 2006; and Kooragang Island 390kt pa capacity
with expansion to 490kt pa planned;

> CSBPF; 235kt pa capacity with planned expansion to
470kt pa {including 120kt pa of fertiliser production} by,
mid 2007; and

> QNP: 180kt pa capacity with feasibility studies currently
underway for an expansion to 430kt pa.

These proposals are in various stages of planning

and feasibility study and not all are committed. If all

the announced proposals were 1o be implemented,
domestic AN production would increase to approximately
1.9 million mt pa.

4.8.2 Marketing and sales

Given the prevalence of large coal and metals mining
companies, the majority of explosives sales in the
Australian market are made directly by the supplier to

- the customer.
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5.1 Overview

Dyno Nobel is a feading, full service commercial explosives
company. it supplies bulk and packaged explosives, IS,
distribution and other related services to a significant
number of coal, metals mining and quarry and construction
companies in North America-and Australia.

511 North America
Dyno Nobel generates more than 80% of Group pro forma
revenue from its North American operations, the features

. of which include:;

> the market leader (based on sales revenue) in the
largest explosives market in the world: Dyno Nobel's
management estimate that the Group is approximately
50% larger {by revenue) than the next largest competitor
in North America; .

> the only manufacturer of a complete range of
explosives and IS in North America: Dyno Nobel
production facilities are located strategically to service
key explosives markets on a competitive delivered-
cost basis. lts AN plants supply approximately 85%
of its North American AN requirements, providing an
impartant competitive advantage. Dyno Nobel is the
sole manufacturer of dynamite in North America;

> balanced end market exposure with strong demand
outlook: Dyno Nobel has a balanced end market
exposure to the US energy market (thermal coal), quarry
and construction market and the metals mining sector.
Robust demand is expected to continue for thermal
coal particutarly from the Power River Basin as well as
strong demand for aggregates based on the outiook for
the US public construction and infrastructure;

DY]NI@

Dynoll:lobel

|
|

> Research & Technology 3

Distnbutlon_facqmles
‘Distribution facilities - ) 336 S

i

> Research & Technalogy 1

> diversified customer base: with the top 15 customers
accounting for only 20% of pro forma FY2005 revenue;

> formula-based contract pricing model: approximately
70% (by volume) of its AN-based explosives sales in

2005 were derived from formula-based supply contracts,

wherein the sales price was linked to ammonia cr natural
gas indices, thereby limiting the Company's exposure to
movements in raw material prices;

> multiple channels to market which provide
extensive access to customers: Dyno Nobel sells
its products through a range of distribution channels
including direct-to-customer, joint venture distributors
and independent distributors. Dyno Nobel's
management believa its in-house logistics capability
provides the Group with animportant competitive
advantage in relation to the storage and transpartation
of explosives; and ’

> a management team with a track record of

business growth through organic growth, strategic
acquisitions and a focus on continual business
improvement and capital discipline: Dync Nobel has
an experienced Senior Management Team with a range
of explosives industry backgrounds and an average time
in the industry of more than 16 years.

DYNO NOBEL IS ORGANISED INTO THE FOLLOWING BUSINESSES T T T T T e e

i
l

1 {50% heid)
3
T

21s -

Notes:

et et

I Forecast revenuse based on equity accounted pro forma financial information {refer to Section 8).

@ Exchides Dyno Nobel share of ravenue arising from its 50% interest in DetMat.

i3) Excludes approximately 800 Joint Vanturg employees.

4 A further 12 bulk emulsion facilities ara operated by Joint Venture compames

5% An additional Distribution facility is currently under construction.
16 Customer and employes numbers are approximate,

Dynio Nobel Limited
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5.1.2  Australia
Within the Australian market, Dyno Nobel' s key
strengths include:

> strong customer relationships with large global
resources companies in the high-growth Pilbara and
Bowen Basin regions;

> 50% interest in the well located QNP AN
manufacturing plant: This fully integrated {gasto
ammonia to AN} facility is located close to Australia’s
largest coal producing region, the Bowen Basin
Coalfields, which enables it to supply AN on a
competitive delivered cost- basis;

> strong and growing demand for its products and
services particularly given the increasing demand for
metallurgical coal and iron ore to support increased stesl
production.in North East Asia and Ching; and

> number 2 market positionina consolidated industry
which is the third largest explosives market in the world,

Dyno-Nebel also holds a 50% interest in DetNet, a joint
venture with South Africa’s AEC! Limited. This joint venture
was formed to allow Dyno Nobel and AECH's subsidiary,
African Explosives lelted to develop, manufacture and
commercialise a broad range of electronic IS products.
The North American and Australian operations provide
BDyno Nobel with a platform to expand into new high-growth
markets in Latin America and Asia. '

5.2 History o
The Dyno Nobel Businesses have grown significantly
through acquisitions.

The North American operations began in the mid-1880s
through the acquisitions of IRECO and Hercules' explosives
division. During the late 1980s and early 1990s, the Dyno
Nobel Businesses grew further through the acquisition

of several explosives distributors and the establishment

of a series of distribution Joint Ventures. This network

of wholly-owned and Joint Venture distributors provides
Dyno Nobel with comprehensive distribution capabilities
and strong relationships with its customers. In 2003, the
strategic positioning of the North American operations was
enhanced considerably through two transactions:

- » the strengthening of IS capabilities through the

merger with the initiation systems business of The -
Ensign-Bickford Company (“Ensign-Bickford™); and

» an increase in AN production capacity near the Powder
River Basin region through the acquisition of El Paso's
Western Nitrogen (“WNA”) assets in the westem US.

Since 1 December 2005, DNH has completed a series of

targeted acquisitions including:

» the purchase of Nitrochem Corporation’s AN producnon
plant at Maitland, Canada;

> the purchase of certain manufactun'ng equipment from
Ensign-Bickford's Trojan Boosters oparaﬂon at Spanlsh
Fork, Utah

> the acqu:smon of the explosives.supplier, ETI Holdmg
Corp (“ETI"} in North America; \

THE DYh’O NOBEL: BUSINESSES HAVE GROWN SIGNIFICANTLY, THROUGH ACQUISITIONS = == =i e mm mm e - !
i Lo

A _ : -

| - . T

1984 ¢ -’i. s 1987-1999- . : . 2003 2006 . -

Dyno Mabel Americas. Estabiished/acquired Dyno Nobel and Acouines ETl and |
formed after acqu:nng whoily-owned and o Ensign-Bickford - remaining interest in -
IRECC Bnd its . JV distribution network | .~ Company merger - 2 distribution Vs

oparatms in the! US
Canada. Brazn and
Chtle

compisted. Dyno Nobel
acquires St Lawrence -
Explosives Inc . .

ELEELLLLILD

-

c

A 955

2003 —— 2003 - : 2005

|
i
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AGQuires. Hercules a Dyno Nobel Asia L :Ownership inQNP Acquires the North Acquwras the nitrogen.
{commercial axplosrve . Pacific established '+ * " ircreased from 25% .Americen AN assets - agsets of Canada’s
:operations X O Oyno acquias the - .7 to 50% (Western Nitrogen)’ Nitrochem and

! 0 e remaining 50% shamin ~ © - from & subsiciary of remaining 20% intergst '

b B e ' OynoWestarmersLtd - - - ElPaso Comoraton *_ in Dyno Nabel Canada’ I
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SECTION 05 THE DYNO NOBEL BUSINESS

> the buy-out of remaining interests in two of Dyno
Naobel's Joint Ventures, Dyno East Kentucky, Inc and St
Lawrence Explosives Comp; and

> the buy-out of the minority partner s stake in the Group's
Canadian operations.

The Australian operations commenced in the mid-1980s
through the establishment of a joint venture company
with Wesfarmers. The joint venture company provided
axplosives products and related services to the market and
was supplied with AN prill from Wesfarmers' subsidiary,
CSBP. In 1996, Wesfarmers exited the services side of
the business by selling its 50% stake in the joint venture
to DNHM. In 1999, Wesfarmers and DNH formed the

AN manufacturing joint venture, QNP, to develop an

AN production facility at Moura in Queensland and to
subsequently supply AN prill to customers on the eastern
seaboard of Australia.

5.3  Products, services and product
development

Leveraging its extensive manufacturing and distribution

position, Dyno Nobel supplies a full rangs of commercial

explosives products and related services:

> AN-bulk explosives - AN prill and solution, ANFO, bulk
emulsion and watergel;

» IS - electric, non-electric and electronic detonators as
well as detonating cord, boosters and accessories;

» packaged explosives products — dynamite, packaged
emulsion, watergels and ANFO;

> distribution and services - delivery and storage of
explosives, shot design, drilling, shot loading, blast
initiation and analysis, as well as training for customers’
personnel; and ;

» other products — urea AN (fertiliser-grade AN), nitric acid
and industrial resins.

Further explanation of these various products and services
oftered by Dyno Nobel is included in Section 4.3

Dyno Nobel Limited
Prospectus

5.31 Research and technology

A key aspiration of the Company is to continue to be
recognised by its customers as a leader in expioswes
technology.

The Dyno Nobe! and EnS|gn -Bickford names have been -
involved in most of the major innovations in the commercial
explosives industry, commencing with William Bickford's
1831 invention of the safety fuse and including Alfred Nobel's
invention of the detonator (1865}, the development of
dynamite (1867), the development of slurry explosives {1957)
and the developiment of non-electric detonators (1973).

* With technotogy in the industry now being relatively mature,

Dyno Nobel's current research and technology activities
are centred on supporting current products, improving
manufacturing and cost efficiencies, servicing customers
and addressing environmental issues and safety. Some
resources are dirécted towards enhancing existing core
technologies and developing new technologies.

Dyno Nobel operates three facilities in North America

and one in Australia dedicated to research and customer -
technical support (“R&¥"). Each of these facilities
specialises in a particular aspect of the exploswes
production and supply chain.

5.3.2 Electronic Initiation Systems

Electronic IS represent the latest technology for blast
timing and control. Dyno Nobel is one of a small number of
companies with the capability to manufacture electronic IS
products. Dyno Nobei's activities in this field are conducted
through its 50% interest in two joint venture companies,
DetNet International and DetNet South Africa. These joint
ventures were established in September 2004 with AECI, a
leading explosives manufacturer in South Africa, to develop
and commercialise electronic detonators. Dyno Nobel and
AECI transferred their respective electronic IS technologies
into DetNet.

© Through DelNet..Dyno Nobel intends to offer its

customers the most complete range of electronic IS
availabte in the market, from simple factory programmed
electronic detonators that require no additional training,
to more sophisticated auto programmabte 1S and fully
programmabile electronic IS.

The HotShot® and DigiDet® detonators are currently

being selectively introduced in Australia and North America.
The SmartShot® detonator series i$ in the final stages of
development and first roll-out of this product is scheduled
for the fourth quarter of FY2008.
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54 North America

54.1. Overview

Dyno Nobel is the market leader in the North American
commaercial explosives market (on a revenue basis),
supplying in excess of one million mt of AN-based
expiosives and more than 31 million detonators and
accessories annually to its customers, Dyno Nobel is the
only fully integrated manufacturer of a complete range of

_ explosives and accessories in North America. The North

American operations generated pro forma revenue of
US$1.034 millien on a proportionate consolidation basis
in FY2005.

Dyno Nobel sources the majority of its explosives-

grade AN reguirements in North America from five of its
production facilities, strategically located across the US
and Canada in close proximity to key explosives customers.
Dyno Nobel manufactures and assembles most of its

IS products in-house and distributes both these and its
explosives products through a combination of direct sales,
Joint Ventures and independent distributors.

The quafry and construction and coal mining sectors are Dyno
Nobel’s major customer markets in North America by value.

5.4.2 Customers

Dyno Mobel’s customer base in North America is diverse,
in terms of the number of customers, their industries and
the geographic location of their operations. The Company’s
manufacturing and distribution footprint positions it well to
mest the varying needs of these customers.

. 1

G
isl
_;‘..

‘Private Label  © . 3%

i

eOuarry& Construcuon : “ 41-%‘53“‘

B

| g
B

PRI

|
P
ik

NORTH AMEFHCAN REVENUE BY END USEH SEGMENT (F.Y2095)." -

Dyno Nobel's top 15 customers (excluding sales to its
distribution Joint Ventures) in North America accounted
for approximately 20% of its FY2005 North American pro
forma revenue. Peabody, one of the world’s major coal
companies, is Dyno Nobel's largest customer by revenue.

Dyno Nobel has a number of long-term supply and service
contracts with farge mining companies and distributors in
North America. Customer contracts vary from agreements
to supply AN prill to the larger mining customers, to
complex, full service, “rock-on-the-ground” outsourcing
contracts, where the custormer is charged per cubic metre

“of rock dislodged.

The key to achieving consistent profitability in AN-based

. explosives is to actively manage the margin between

selling price and direct input costs. Dyno Nobel limits its
exposure to the movements of ammonia and gas prices
by entering into arrangements with most of its customers
to sell AN products at a formula price, whers product
pricing is linked to ammonia or natural gas indices or is
automatically adjusted in accordance with Dyno Nobel's
raw materials costs. Dyno Nobel's management estimate
that approximately 70% of Dyno Nobel's volume of
explosives sold in North America during FY2005 was on
such a formula basis.

* The remaining arrangements are largely spot or short term,

priced according to prevailing market conditions, under
which Dyno Nobel will announce proportional increases
in its AN-based explosives prices as its raw materials and
other costs increase.

NORTH AMERICAN REVENUE BY PRODUCT CATEGORY (FY2005) ™

U R

Other. . . 8%

Packaged U gy

__z___iBobstersand dynamite.  10% - .

.AIS‘ P ':,::. 25%

CUANTE T By e

Notes:

The segmant revenue contribution presentad is based on pro forma FY2005 financial information, prior to the acquisitions completed since 1 December

2005, as outlined in Section 5.2.
Percentages may not add due to rounding.
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SECTION 05 THE DYNO NOBEL BUSINESS
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‘AN Plants . 19 Greenfield, MO
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3 Cheyenne, WY 23 Rockyford, CAN
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.Bulk Facilitios (Jv) ,
“27 Diavik, CAN -
2B Ekati, CAN ]
.29 Kayenta, AZ > : 1
30 Farmington, NM G h
31 Craig, CO _ _ * . ‘
*32 Biwabik, MN = Packaged Facllities 1S Facilitqu}&g- o, f
33 Ishpeming, WI . 39 Waterlown (SLE), 44 Canhagé?-:MO:"'g‘ \@% '
B34Lincan, CA~ - NY . o 45Wolltake/ IV @ .
*35 New Galilee, PA. © 40'Carthagg, MO .~ 46 Graham, KY - ~R&T Locations f
36 Parrish, AL 41 Paige, VA 47 Port Ewen, NY 50 Louisiana, MO "}
37 Voisey's Bay, CAN.» 42 Ormstown, CAN. . 48:Simsbury, CT - 51 Simsbury, CT §
_.38 Corner Brook, CAN_43 North Bay, CAN. _ _ 49 Dinamita, Mexico 52 Lehi, UT ___:

4 Manwufactures agricultural urea and non-explosives industrial products.

2 Produces boosters.
13 ANFO and bulk emulsions,
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5.4.3 Manufacturing and sourcing

Dyno Nobel's AN plants are located strategically to serve
key explosives markets on a competitive delivered-cost
basis: '

5.4.31 Explosives

Dyna Nobel has a strong AN productlon footpnnt in North

- America with five facilities producing explosives-grade

AN. In addition, Dyno Nobel manufactures bulk emulsion
explosives at 20 sites and manufactures packaged
explosives at five sites. Dyfic Nobel has access to a
further 12 bulk emulsion faa:ilities via Jaint Ventures.

AN production
Dyno Nobel has approximately one million mt of annual
explosives-grade AN production capacity in North America

* supplying approximately 85% of its AN requirements. The

remaining AN is purchased from third-party suppliers such
as TradeMark Nitrogen Corp, Orica, Agrium Ing, Continental
Nitrogen & Resources Corp and Potash Corporation of
Saskatchewan.

Dyrio Nobet acquired the Cheyenne, Battle Mountain
and St Helens plants from El Paso in December 2003.

_Dyno Nobel's management believe that the Cheyenne

facility is the lowest-cost provider of AN on a delivered-
cost basis into the high-demand Powder River Basin
region. Cheyenne'’s primary feedstock is natural gas and it
manufactures the bulk of its ammonia needs. By-products
from the Cheyenne facility are used to make urea AN
fertiliser products and protein supplements,

The Battle Mountain facility services Nevada metals mining -

customers. Dyno Nobel's Louisiana, Missouri plant services
the Appalachian and lllincis coal basins while the Donora

plant serves the eastern coal and aggregate region. The
Maitland plant is positioned to service the eastern Canada
and northeast US region.

The St Helens plant is dedicated to the production of
industrial resins-and agricultural products {urea AN
fertilisers) to service the northwestern US. These markets
are an adjacent activity for Dyno Nobel and while the plant
is profitable and generates approximately 6% of Dyno
Nobel's North American pro forma revenue, it is managed
as a largely autonomous operation. Dyno Nobel plans to
use AN solution from the St Helens plant to develop its
emulsion business in the northwestern US market.

Cheyenne expansion

Dyno Nobel has approved an AN production capacity
expansion at the Cheyenne facility to 405,000 mt pa, from
the existing 270,000 mt pa. The Cheyenne expansion

will be based on purchased ammonia feedstock and is
expected to service the growth in the Powder River Basin.

Dyno Nobel has secured a new long-term contract with
Peabody, the largest coal producer in the region, which
will underpin the expansion. The additional AN production
from the expansion will also allow Dyno Nobel to benefit
from the growth in demand from other major coal
producers in the region.

The cost of the expansion (approximately US$50 million)
is included in the Company’s forecast. It is envisaged the
expansion will be funded from internal ¢cash reserves and
axisting debt facilities. The scheduled commissioning date
for the expansion is late 2007,

The project is projected to generate an attractive returnon .

investrment, and drive earnings growth beyond 2007.

AN PRODUCT SUPPLY CHAIN DYNO NOBEL

Ammonia .

. Source:

Products,

, ;r;‘riﬁeféﬁ“g- =10
Note: Plant capacity determined on the basis of annual AN solution production capacity. St Helens figure represents ammonia production capacity.
Given sufficlent nitric acld capacity on sitg, the St Helens plant could produce up to 200 kt pa of AN solution,
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SECTION 05 THE DYNO NOBEL BUSINESS

Bulk facilities

Dyno Nobel's bulk explosives plants {which produce
bagged ANFO and bulk emulsion) are generally supplied
with AN from Dyno Nobel's AN manufacturing facilities,
except where logistical issues and location make

. third-party purchases more efficient. Bulk explosives plants
are typically located close 1o customer sites to minimise
costs and risks associated with the transportation of
explosives, In addition to fixed plants, Dyno Nobel operates
‘mobile emulsion facilities that are temporarily located at
customer sites to further reduce transportation costs and
ensure that customers can mest blasting schedules.

Dyno Nobel also licenses emulsion manufacturing
technology to those of its Joint Venture distributors that
manufacture bulk and packaged emulsion products.

Carthage facility :

Dyno Nobel's Carthage facmty produces a range of
explosives and 1S products including dynamite, packaged
emulsions and boosters. A cost-effective expansion of the
plant is to be undertaken utilising assets and equipment
acquired from the Ensign-Bickford Trojan Boosters plant
at Spanish Fork, Utah, The Carthage plant is the only
dynamite producer in North America.

5.4.3.2 Initiation systems
Dyno Nobe! operates six facilities in North America involved
in the manufacture and assembly of IS.

» NONEL® non-electric detonator production and
assembly is spread over three facilities {Simsbury, i
Connecticut, Wolf Lake, lllingis and Dinamita in Mexico).
NONEL® non-electric detonator sales account for
approximately 48% (NONEL®.including Boosters} or 57%

DYNO NOBEL DISTRIBUTION CHANNELS IN NORTH AMERICA

{NONEL® excluding Boosters} of Dyno Nobel's North
American initiation systems pro forma revenue; .

» the Port Ewen facility produces electric 1S, Approximately

40% of Port Ewen’s output is sold to external third parties
as private label products;

> the Carthage facility produces boosters and non-1S
products; and

> the Graham plant produces detonating cords.

As part of its risk miligatibn strategy, Dyno Nobel is
evaluating plans to expand the manufacturing capabilities
of the Dinamita facility so as to engure it has two facilities
capable of meeting its global NONEL® component
production requirements.

544 Marketlng and distribution

A key part of Dyno Nobel's differentiation strategy
has been to develop multiple distribution channels

to service its customers. Dyno Nobel's management
believe that multipte distribution channels provide the
following benefits:

> extensive customer reach; -

> flexibility to service a dwerse and dlsparate customer
base;

> enhanced market intelligance; and _

» greater focus with respect to the terms of sale of its
products.

Dyno Nobel sells its products through five main distribution

channels:

Retail : " » Dyno Nobel operates its own retail outlets including 39 sites in the us
> Network provides direct sales to end user national accounts
> Benafits from 100% Dyno Nobel branded range and full integration within the Group’

Wholesale — Joint Ventures
and competitors

> Distributors handle a full range of products and services sourced from Dyno Nobel

> Dyno Nobel holds at least a 50% ownership interest in these Joint Ventures

> Benefits from Joint Venture partners’ drive to grow the business, quick decision
making, strong customer relationships and an efficient delivery and operationaj

structure

Wholesale - Independents

> Sales to independent distributors which are not affiliated with any explosive

manufacturer but may have supply/distribution arrangements with a manufacturer

Private Label

"> Products sold to competitors who typically brand them with their identity

Internaticnal

> Export sales to international customers

Dyno Nobel Limited
Prospectus



Approximately 26% of Dyno Nobel's North American
pro forma revenue in FY2005 was derived from sales of
preduct through its wholly-owned retail network.

Dyne Nobel's in-house logistics operation includes a

fleet of vehicles specially constructed for the transport of
explosives. Dyno Nobel’'s management believe that this
distribution and in-house logistics capability will be an
important competitive advantage in servicing the market in
the future,

Having recently acquired the remaining interest in two of
its Joint Ventures, Dyno Nobel intends to pursus further
distribution consadlidation opportunities in the North
American market as they arise. '

5.4.4.1 Distribution Jeint Ventures - ’

The development of Dyno Nobel's Joint Ventures has been
a key factor in driving Dyno Nobel's growth in North America
through extending the coverage of its sales channel as

well as driving synergies and scale benefits in distribution.
By entering into Joint Ventures, Dyno Nobel has successfully
leveraged the experience and customer relationships of local
distributors through retaining the owner operators’ economic
interest in the Joint Venture business. Dyno Nobel has

held its interest in most of the Joint Ventures for more than
10 years, and over this pericd, has derived significant benefit
from the distributors. .

Dync Nobel currently holds interests in 13 Joint Ventures.
Details of Dyno Nobel's ownership interest in these Joint
Ventures are set out in Section 7.2.4.

AUSTRALIAN VOLUMES BY CUSTOMER SEGMENT (FY2005)™" ™ " 7 AUSTRALIAN REVENUE BY PRODUCT CATEGOF\Y'(FYZOOQ -
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5.5.1- Overview
Dyno Nobel is the number two supplier in the Australian
commercial explosives market.

Dyno Nobel supplies in excess of 250 kt pa of AN-based
explosives, nearly six million detonators and a range

of accessories annually to its Australian customers.

In addition, as exclusive sales agent for QNP, Dyno Nobe! |
manages approximately 175 ki pa of AN-based explosives
sales to QNP's customers. The Australian operations
generated pro forma sales of approximately US$210 million
in Australia in FY2Q05, of which 66% was derived from ~

AN-based explosives.

5.5.2 Customers -

Dyne Nobel's top 10 customers in Australia are
predominantly iarge, coal, iron ors, gold mining companies,
and contractors that accounted for approximately 85%

of Dyno Nobe!l's FY2005 Australian pro forma revenue.
Dyno Nobel's agreements with these customers tend to be

'long-term and cover the provision of AN-based explosives,

IS products and related services.

The pricing terms in these customer contracts are typically
structured to mirror the price adjustment index formulae
in the undertying AN or gas supply contracts. This helps
reduce Dyno Nobel's exposure to. volatility in input costs.

¢
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SECTION 05 THE DYNO NOBEL BUSINESS

5.5.3 Manufacturing and sourcing

Dyno Nobel sources the majority of its Australian AN
requirements from QNP and from CSBP under a long-
term supply contract {running untit 2011). It produces bulk
emulsions at three bulk facilities and assembles most of its
IS products at a facility in Queensland using compenents
sourced from Latin America and Europe.

‘Dyno Neobel sources its Australian packaged éxplosi\_res
-from Orica. .

Distribution is primarily via direct sales to the large mining
customers.

5.5.31 Explosives

AN Production and Sourcing

Dyno Nobel sources its AN requirements through a
combination of joint venture manufacturing, long-term
supply contracts, swap agreements with Orica and spot
purchases (typically imports).

‘ : o ' - .Bulk Fagilities~
A Co 2 Moura, QLD
T R . AN'Plants 3 Warkworth, NSW

OYNO NOBE!_.‘ MANUFACTUHiNG FOOTPRINT INAUSTRALIA™ ~—— ~~7"T— — =7 777" == mm T e e e e T

{A) QNP Joint Venture

Dyno Nobel's primary AN production interest is held
through its 50% shareholding in GNP. QNP operates

a fully integrated facllity situated at Moura, with a
production capacity in the order of 180,000 mt pa of

AN and AN solution, using natural gas as its feedstock.
QNP's conversion efficiencies and its proximity to the
Bowen Basin coalfields enable it to supply AN on a
competitive delivered-cost basis into Australia’s largest coal
production region.

QNP has long-term contractual commitments to supply

up to a total of 210,000 mt pa of AN to three customers:
BHP Billiton Mitsubishi Aliance, Rio Tinto and Anglo Coal.
Currently, QNP is supplementing its own production by
importing AN to meet these commitments. These customer
contracts tend to be long-term, generally running until 2009
or 2010. Dyne Nobe!l and its joint venture partner, CSBP, are
in discussions with these customers regarding extending the
term of these contracts as part of a package to support the
expansion of QNP, the details of which are outlined below.

|
|
!
|
|
|
!
!
|
!

1

l

B . . - = e T R h !
1S Facilites” .. ‘R&T Locations " X
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| . __1_ONPMoura OLD 4 Kalgoodie, WA ' 5 Helidon QLD 6 MiThorey, NSw =~ © " -
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Dyno Nobel is the exclusive sales agent for all QNP sales
to its direct customers. Dyno Nobel also toll processes
AN solution for QNP at its bulk emulsion facility located
adjacent to the QNP plant,

QNP Expansion

Dyno Nobel is currently investigating options to increase
its AN production capacity on the East coast of Australia.
One of these alternatives is an expansion of QNP (referred
o as QN2

QN2 would service the growing coal market in the Bowen
Basin. The current proposed capacity expansion is
250,000 mt pa with a scheduled completion in the second
half of 2008. With potential low-cost gas and location
advantages, Dyno Nobel's management believe QN2

- should enjoy cost advantages over competing facilities.

Dyno Nobel's management believe an AN production
expansion project will receive considerable support from
the market, including QNP's foundation customers. As with
QNP, it is proposed that an expansion project would only
proceed on the basis of custorners committing te long-term
take-or-pay contracts.

If the. Company decides to proceed with an expansion
project, it is currently intended that the expansion wilt be
funded on a project finance basis.

yCSBP supply 39%
Tfofup imparts '
p

R

Py

QNPsuppry L a7
Imports . 1%
] PR
{Orica sive0 %
v ?

P

Notes: )

" Dyno Nebel holds a 50% interest in QNP.

(B} CSBP supply contract

In Westemn Australia, Dyno Nobel is party to a long-

term take-or-pay contract with CSBP for the supply of
180,000 mt pa of AN from CSBP's Kwinana plant. This
supply contract provides Dyno Nobe! with access to AN
tonnage from Kwinana until 2011 for supply to its large iron
ore customers in the Pilbara. Contract pricing is fixed price
plus an escalation linked to CPL Dyno Nobel is entitled to
all explosives grade AN produced from the existing prilling
tower at Kwinana until 2011.

Recently, CSBP’s parent, Wesfarmers, announced plans
10 expand the Kwinana facility using imported ammonia
as feedstock. The expansion Is expected to increase

AN prill production capacity by an additional 235,000
mt pa. Commissioning is scheduled for mid-2007. Dyno
Nobel has commenced discussions with Wesfarmers

in connection with securing additional suppty from the
capacity expansion. Other industry players are'also -

in discussions with Wesfarmers and Dyno Nobel's
management expects these players will secure off-take
agreements for a portion of the expansion capacity.

(C) Orica swap

Dyno Nobel and Orica are parties to a swap agreement
under which Dyno Nobel supplies AN to Orica in Western
Australia and Orica provides an eguivalent tonnage of AN
to Dyno Nabel in eastern Australia, In 2005, approximately
51,000 mt were supplied under this swap. Dyno Nobel's
management estimate that this swap volume will increase |
in 2008. The swap is an attractive arrangement for

both parties, enabling Dyno Nobel and Orica to service
contracts more competitively in regions where they

do not have their own source of AN supply.

OYNO NOBEL'S AUSTRALIAN AN PRILL'SQURCING BROFILE (FY2005}) === = = == = S A - T

@ 1n addition to the above sales. Dyne Nobel undettakes AN trading whereby, at the customers’ request,

it imports AN and on-sells it on a cost plus basis to its customers.

B In FY2005, both the CSBP and QNP faciities were subject to their bi-annual maintenance shutdowns

which resulted in actual output being below normal preduction levels.
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SECTION 05 THE DYNO NOBEL BUSINESS

(D) imports :
AN requirements above the available contracted tonnages
at QNP and CSBP are coversd by spot purchases from,
overseas suppliers (typically, imports from China or

South Africa).

5.5.3.2 Initiation systems

Dyno Nobel operates an 1S assembly facility at Helidon,
for the supply of IS products into the Australian and

" Asian markets. This facility sources its components from
manufacturing plants in Latin America and Europe which
were formerly owned by DNH and are scheduled to be
transferred to QOrica, subject to necessary regulatory
approvals. As part of the agreement governing the on-
sale of these assets to Orica, these plants will continue to
supply components to the Helidon facility until 2007. During
this transition phase, Dyno Nobel will evaluate alternative
sourcing optians for the Melidon plant including sourcing
from Dyno Nabel's Mexican cr other North American
manufacturing facilities and other third party suppliers.

5.5.4 Marketing and distribution

In Australia, Dyno Nobel predominantly sells directly to Iarge
mining.customers, reflecting the scale and sophistication of
Australia’s minerals resources and mining industries.

Dyno Nobel operates a fleet of bulk explosives vehicles
that have the capability to mix and sensitise explosives

on site; however, in most cases, the transportation of

AN and bulk emulsion from manufacturing plants to
custormer sites in Australia is sub-contracted to specialised
transportation providers.

5.6 Group strategy and growth opportunities
Dyno Nobe!'s strategy is to be the leading full service
commercial explosives supplier in the markets in which

it operates and to be the supplier of choice for safe,
reliable, technically advanced products whils providing
Shareholders with attractive returns. There are six key
initiatives which will drive this strategy:

> capitalise on the current strength of the explosives
markets by securing access to further competitively
priced AN supplies. Dyno Nobel has recently approved

. the 135,000 mt expansion of the Cheyenne AN facility
and the purchasa of the former Nitrochem facility at
Maitland in North America and is currently conducting
a number of feasibility studies regarding AN expansion
projects in Australia, The most advanced of the remaining
opportunities is the potential 250,000 mt development
of QN2 by QNP, details of which are outlined in Section
5,5.3.1. Dyno Nobel will also pursue partnership
opportunities with local and international raw materials
suppliers to secure access to low-cost feedstock for its
AN facilities;

Oyno Nobel Limited
Prospectus

> target entry into expected high-growth regions

including Asia and Latin America. Dyno Nobel is
committed to exploring growth opportunities outside
its current markets and has identified a number of
opportunities in the Asian and Latin American regions
that will facilitate effective and accelerated entry into
thdse markets. Dyno Nobel's management believe
that in the medium term, there are a range of attractive
acquisition opportunitias in core explosives markets.
Longer term, China and Russia represent important
growth opportunities given the fragmented nature of
their explosives supply markets;

optimise the North American distribution model.
Dyno Nebel's management believe that the Group's

. distribution model has been an important driver of

its North American growth, The Comparny intends to
pursue further opportunities to enhance and broaden
its distribution footprint. In addition, the Company wil
explore acquisition opportunities in “adjacent” business’
sectars such as driling and blasting services:

improve the Company’s IS production platform.
Dyno Nobel's management believe there is scope for
further operational improvements through a simplification
of Dyno Nobel's IS production platform. Expanding

the manufacturing capabilities at the Dinamita facility -
in Mexico would provide the Company with dual-plant
sourcing flexibility for its NONEL® requirements for

both the North American and Australian markets. As
mare production capacity is developed at Dinamita, it is
expected that overall production costs will decline and
there may be opportunities to release capital employed
from the US-based manufacturing assets;

drive DetNet's growth into profitability. Dyno

Nobel is committed to DetNet and the successful
commercialisation of its full electronic detonator range.
With growing market acceptance of glectronic detonators
generally, and of the DetNet range in particular, Dyno
Nobel is expecting improved contributions from its
DetNet investment in FY2006;

maximise synergiaes from acquisitions. Dyno Nobel's
recent acquisitions have entailed significant overlap with

~ the Company’s existing operations in North America,

both in terms of gecgraphy and business activities.

" Dyno Nobel's management are committed 1o extracting

the synergies from these acquisitions for the benefit of
customers and Shareholders,



In additicn to these key stralegies, Dyno Nabel will contlnue .

its focus in a number of areas:

> maintaining the focus on training and safe work practices
throughout the Dyno Nobel workforce and in dealmgs '
with all stakeholders including customers;

> continuing to develop high-quality products and
h innovative solutions for its customers; and

> increasing cost effectiveness and capital efficiency,
and identifying and removing any duplicated functlons
throughout the organisation.

In relation to acquisition and growth capital expenditure,
projects will be required to meet minimum return
thresholds and have customer support, typically in the
form of long-term contracts, to ensure the financial
attractiveness of the project.

5.7 Industry regulation

Dyno Nobel is continually reviewing its operating practices
and, where necessary, investing in technology and training
to meet both the current regulatory reguirements and

those anticipated in the near term. While regulation has the
potential to increase operating costs in the'industry, it is
also driving some trends, for example the outsourcing of
on-site services by explosives customers that Dyno Nobel's
management believe will benefit the Group.

5.8 Health, safety, envirenment and quality
Dyno Nobel places great emphasis on ensuring the health
and safety of its employees, customers and the public in
general. Dyno Nobel's management regard high Health,
Safety, Environment and Quality ("HSEQ") standards as key
to building long-term, sustainable customer relationships.
Dyno Nobel's ultimate objective for its HSEQ strategy is

to have “zero accidents and zero customer complaints™
Dyno Nobel also has an established company-wide
security policy for the handling, manufacture, storage and
transportation of hazardous materials.

5.8.4 Health and safety

Dyno Nobel has approximately 3,000 full-time employees
in its North American and Australian operations, with in
excass of 800 employed in the Joint Ventures.

Dyno Nobel's health and safety programs are based

on the premise that all injuries and accidents can be
prevented. The corporate safety slogan, “Leaving Nothing
to Chance”, depicts this philosophy and commitment to
safety. Dyno Nebel's safety programs are subject to regular
comprehensive audit 1o assess their effectiveness.

A behaviour-based safety program, Take5i, implemented
in 2003, has led 1o increased safety awareness resulting
in reduced accidents and improved safety culture. This
program requires employees to identify hazards and
appropriate loss controls prior to undertaking an activity.

Accident investigations are a key component of Dyno
Nobel's safely program. Accidents are-investigated and
reported utilising a global databass (ICARUS). Dyno

Nobel monitors its safety track record through the Total
Recordable Injury Frequency Rate and Lost Time Injury
Frequency Rate on a monthly basis for each region and on
a global basis. Dyno Nobel has made significant progress
towards being injury free, which has resulted in significant
cost savings to the Company.

5.8.2 Environmental management

Dyno Nobel is committed to operating in accordance
with industry best practice environmental standards. The
Group's environmental management system encompasses
advanced cleaning technologies, specialised trucks and
storage facilities, waste management, environmental
training and-audits. Dyno Nobel has been active in
developing cooperative relationships with environmentat
regulatars, which assist in promptly receiving information
about proposed regulation that may affect the Dyno
Naobel Businesses.

The majority of raw materials handled by Dyno Nobel

are relativety common chericals that do not have any
long-term effects on the environment. Under normal
conditions, AN degrades naturally in the enviranment
and has relatively minor health and snvironmental effects.
AN is of similar compaosition to fertilisers that are applied
to enhance the quality of soil for farming.

" Dyno Nobel also handles small quantities of hazardous

substances, primarily lead and perchlorates, used in the
manufacture of detonators. The Company is investigating -
options to reduce the current lead levels in its detonator
products to the minimum possible level. In refation to
perchlorates, the US Environmental Protection Agency

has recently established an official reference dose for
perchlorates, that in tumn will establish a benchmark for
perchlorate levels in ground-water. Perchlorates may leave
a potentially contaminating residue on a blast site. Although
Dyno Nebel's bulk explosives products include relatively
small amounts of perchlorates, which should disintegrate
fully during the detonation process, Dyno Nobel's business
plan includes the cost of replacing perchlorates with
alternative materials in its bulk explosives products. The
Company is also investigating how the minute amounts used
in its detonators can be further minimised or eliminated.
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SECTION 0B BOAHD, SENIOR MANAGEMENT AND EMPLOYEES

Additional Non-
Executive Director
Itis the opinion ofthe
existing Board members
that the composition and
effectiveness of the Board
could be enhanced through
the addition of an Non-
Executive Director with
specialist financial skills.
The Directors intend to
identify and appoint such
a person after Listing.

6.2 Senior

Management
Dyno Nobel has an
experienced Senior
Management Team with a
range of explosives industry
backgrounds and.an
average time in the industry
of more than 16 years.

This team, led by CEQ
Peter Richards, has been
responsible for the
successful execution and
implementation of major
acquisition and growth

initiatives of the Dyno Nobel-

Businesses in recent times,
including the 1999
establishment of the QNP
AN production facitity, the
2003 merger with The
Ensign-Bickford Company,
the 2003 acquisition of the
El Paso assets and the
North American regional
acquisitions undertaken
since 1 December 2005.

Dyno Nabel Limited
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;Peter chhards -
Ch:ef Executive Officer. .
(Svdney) '
f—"eter Richards' details are.
set outin Section 6.1

|Shane Gannon=.
Chlef Financial Offlcer.“
(Sydney} L
Shane Gannon is Chief
Fnanmal Officer of Dyno:
Nobel having commenced
iwnth the Company in 2006

lShane has held various

- Benior management

posmons with Austrahan
and overseas listed gntities.
He has a strong corporate
f inance background,
Ito_|lo_w:ng 10 years.with the,
lconstruction. project
management and capital

structunng campany, Lend .

Lease Corporation Ltd,
where he was appointed to
a number of CFO/General
Manager - F‘nance roles.-
across the group.:.

Shane has also served as
CEO of Novera Energy Ltd
and CFO of Employment
Nataonal

TFtichard Shea -
Senior Vice President,
Legal and Corporate
Aﬂalrs {Sydney)
Ftlchard Shea is the Senior -
VICG President, Dyno Nobs!
Legal and Corporate Affairs.
He commenced his
emptoyment with Dyno
Nobei in‘August 1990, and”
yvas appointed to the senior
management team in-1995.

During Richard's time with
Dyno Nobel, he has
overseen the
!lmplementallon of numerou=
stock and asset acqu;srtlons
and the establishment of
many of its Joint Ventures.
H|chard holds a Juris.
poctorate degreeinlaw, a
'Bache!'or's degreein ;.
accountingand is a Certlf ied
PUbIIC Accountant. Prior to
hlS employment with Dyno
lNobe! Richard was an
attorney at'alaw firmi in:
Chlcago specnahsmg in |
transactlonat law, tax and
Ilt:gatlon '

Richard is also Company
Secretary .

B



) Amerlca {Salt Lake City)

Lars'Johansen - -
PreSIdent Dyno Nobel

Lars Johansen is President
of Dyno Nobel America.
He commenced with Dyno
Nobel in 1988 and has held
the poeltlons of CFQ and
Vce Président of Finance
for Dyno Nobel America,
ILara has 16 years' .
1exper1ence in finance, ‘
imarkatmg and generai o
management inthe™
exploswes industry--
throughout North Amenca
Lalm Amenca and Europe.

Dunng Lars's time with Dync
rNobet he has driven’
sngnlﬁcant restructuring and
Pualnees process re-.
engineering, mergers and
acquusmons aswellas .
facﬂnatlng and executlng
Dyno Nobel's strategy for
entry nnto Lann Amerlca .‘

K

4

’ Blckford where he worked

’John Feasler---‘%- SR
Chlef Operating Officer,
Dyno Nobel America- -
(Salt Lake Clty)

John Feasler is the Chisf
Operatlng QOfficer, Dyno-
Nobel America with over.
31 years of expenence |n
the industry. He'was :
appomted to this posmon in
December 2005;: prewously
heidnng the position-of Vice
Pres:dent Sales and . |
Marketlng sincé’2003. John
bnngs to Dyno Nobel
extenswe experigncein: -
sales marketing; .
operatlons and technology
inthe North Amencan and:
|nternat:onal exploswes
mdustry John a[so "
galned sates and marketnng
expenence at Ensign-

from 1975 to 2003 ina
yar:ely of posmons

John has a Bachelor of
Sc:ence degreein Mln:ng
Englneenng from'the-.
Colorado Schoot of Mlnes
and was a former Chairman
and member. of the Board
of Governors of the. lnstatute
of Makers.of. Exploswes

’ for Australia in 2000 and in,
: 2001 was given the

;T im Fry = i
Pres:dent Dyno Nobel
A5|a Pacific (Sydney)
iT im Fry is a mining engineer
havmg worked in Ireland
and the United: ngdom
before ermigrating to )
Australaa in 1991 gammg
prOJect englneenng/
management experience
wuth Tara-Mines, Yeoman -
Morven and ather major
lnfrastructure projectsin the
UK He joined Dyno Nébel-
1n that sameyearasa -
Plastlng Engmeer Timhas"
worked in management
Joles, within Dyno-Nobel -
isinc:‘e 1994 covering
;:ontract commercial and
Operations management,
’He bécama Vies President’
of Commercial Operations

raspon3|blllty for the Asia
Pac:lf ic region::He became
‘Senior Vice President for
{A5|a Pacf ic in:2002 and i is
currently President A5|a ‘
PaClﬁC :

IDa\.ﬁ'id Mairs = .
Pre3|dent Dyno Nobel _ ;
Canada (Calgary) .

IDa\.'lci Mairs has 28 years
of experienceinthe -
,exploswes business. A
graduate mining engineer
from Colorado School of
Mlnes David worked in the]
mmnng industry befofe
|0|nmg Cil. Explosives »
where he spemahsed in field
techntcal Sernvices across -
Canada 1n1987, David
and Byno Nobel formed
Western Explosives, a Joint
‘Vemura based in Calgary,
Alberta. As President, David
oversaw significant growth
m Western Explosrves In
2004 David oversaw the
merger of Western™ .
Explosives and Dyno -
Nobel to form Dyno Nobel
Canada, S

- . i

Dyno Nobel Limited
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hnthony Kutra -

Semor Vice President,
Strategy and Business
Development {Sydney)
lTony Kutra has-extensive
expenence in business
development both within -
'exploswes. and the gas and
orl industries. Tony }oaned
Dyno Nobel'ini1991 as'a
Busuness Development .
Manager He:spent eight !
years based in China and
Norway with Dyno Nobel, -
belng appomted in 2001

as Senior Vice: Presrdent
Corporate Development; .

'

responsible for global
lbuswness strategy and .
major capital lnvestmonts
p’ony retuined to Austraina
ln 2005 where he has been
lresponsrbie for AN
operations and strategy

in Asia Pacific.

. where he oversaw the

Ross Kelly - : -
Senror Vice:President; &
Safety, Systemsand
Process Improvement
(Svdney)

Ross jOIr‘Ied Dyno Nobel in-
|1994 after having worked i
the Australian coal tndustry
gn various management
operanons and plannlng
ro!es over the prewous

114 y&ars. Since Joining
Dyno Nobel; he has
occupled senior roles in. .
techn:cal services; e
pperanons. and s_sales and ’
marketing before beécoming
Vice President Supply for |
the Asia Pacific division . -

Implementanon of SAP.
Most recently; as Vice . .|
Pre5|dent Separation and’
Sa!ety, the focus has been
on managlng the . -
transmonai processes
-Ieadlng to the Creation '+, =«
of Dyno Nabel Llrnlted

Hoss hasa Bachelor of P
Scierice degree from '
Newcastle University. -

Dyno Nobal Limited
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6.3 Employees and culture =
Dyno Nobel has approximately 3,000 iull-time employees
in North America and Australia. Dyno Nobel's philosophy

is to davelop a team of committed, enthusiastic employees |

through its recruitment, selection, perfermance
management, and training and development processes.

A commitment to erwironmentally sustainable values,

a clear strategic vision and regionalised management
structures are key elements of Dyno Nobel's success.

Dyno Nobel belisves it provides attractive career
opportunities with a workforce of industry-leading standard.

Dyno Nobel recognises that its people are the key toits
success. It places priority on training and development,

and recruiting the best people. Reward programs recognise
high achieving employees in areas such as safety and
environment, improvement, financial results, customer
service and innovation. The reward program contributas

to Dyno Nobel's high performance culture. -

6.4 Corporate Governance

Board of Directors and Committees

The Directors as at the date of this Prospectus are deta:led
in Section 6.1.

The Board monitors the operational and financial position
and performance of Dyno Nobel and oversees its business
strategy, including approving the strategic goals of the
Company. The Board Is responsible for the corporate
governance of the Company. The role of the Board is
outlined in greater detail in the Corporate Governance
Statement in this Section 6.4.

To assist the Board in performing its duties, the following
committees have been establishaed, each of which has its
own charter:

> Audit and Compliance Committee; .
> Remuneration and Nomination Committee; and
> Safety and Operational Risk Committee.

The Board may establish other committees from time to
time if required.

The charters of these committees reflect the Best Practice
Recommendations.

Audit and Compliance Commlttee

The purpose of the Audit and Compliance Committee is to

assist the Board in fulfilling its statutory and fiduciary

obligations in relation to:

» the quality and integrity of the Company’s financial
statements, accounting policies and financial reporting

and controls, including compliance with laws, regulations
and ethical guidelines, and disclosure practices;

» the performance of the Gompany's external auditors and
their appointment and removal;




» the independence of the external auditor and the rotation
of the external audit engagemenl partners at least every
five years .

> Dyno Nobel Group funding, financial risk management,
and monitoring of business risk; and

> statements, commentary or financial reports to be -
released to ASX.

The Committes will mest as often as required and at least
four times each year. Meetings of the Committee may be
attended by any Director, and by the engagement or audit
partner of the external auditor. The Committee will provide
regular reports to the Board on the matters within the
Committee’s areas of responsibility. The Committee may

‘take advice from external parties at Dyno Nobel's cost.

The Committee consists of three Non-Executive Directors,

Remuneration and Nomination Committee

The purpose of the Remuneration and Nomination
Committee is to assist the Board in the effective discharge
of its responsibilities in refation to remuneration and
performance of executives and Non-Executive Directors,
and the composition and performance of the Board.

The responsibilities of the Committes include:

> regularly reviewing the executive remuneration policy of
the Dyno Nobel Group, and monitoring compliance with
the exsacutive remuneration policy; .

> reviewing and approving executive incentive plans,
termination payments and terms of employment;

> assessing the skills required for the Board to discharge
its responsibilities and meet its objectives, and reviewing
the composition of the Board; and

> developing and implementing policies for selection and
appointment cf new Directors, and overseeing processes
for searching for a new Chief Executive Officer or
Non-Executive Director.

~ The Committee will meet as often as required and at least

four times each year. Mestings of the Committee may be
attended by any Director. The Committee will provide
regular reports to the Board on matters within the
Committee's area of responsibility.

The Committee consists of three Non-Executive Directors.

Safety and Operational Risk Committee

Dyno Nobel places a high priority on safety and )
management of operational risks, including in relation to
health, the environment, security of operations and
materials, product liability and explosives regulation.

The purpose of the Safety and Operational Risk Commiltee
is to assist the Board in the effective discharge of its” .
responsibilities in relation to safety and the key operational

. risks, outlined above. The Committee has authority from

the Board to review and investigate any matter within the

scope of its charter and make recommendations to the
Board in relation to those matters.

. The responsibilities of the Committee include:

> ensuring that the systems and processes for identifying,
assessing and managing operational risks of the
Company are adequately monitored;’

" = regularly reviewing the policies of the Dyno Nobel Group

pertaining 1o key operational areas, including safety,
health, erwvironment, security of operations and materials,
product liability and explosives regulation, and reviewing
the supporting management systems and processes;

> reviewing investigations of major incidents within the
Company’s operations; and

> monitoring legislative developments and cdnsidering
major operational issues that may have significant
implications for the Company.

" The Committee will meet as often as required and at least

four times each year. Meetings of the Committee may be
attended by any Director. The Committee will provide
regular reports to the Board on matters within the
Committee’ s areas of responsmulny

_The. Commnttee consists of three Non-Executive Directors.
. Continuous Disclosure Policy

Once listed, the Company will be a “disclosing enmy

. pursuant to sections 111AC and 111AR of the Corporations

Act. As such, it will be subject to the continuous disclosure
requirements of the Listing Rules and section 674 of the
Corporations Act. Subject to the exceptions contained in
the Listing Rules, the Company will be required to disclose
to ASX any information concerning the Company which is
not generally available and which a reasonable person
would expect to have a material effect on the price or value

" of Shares. In addition, the Company will provide ASX with

any information necessary to correct or prevent a false
market in Dyno Nobel securities.

All information pro\'/ided to ASX will be posted to the
Company's website at www.dynonobel.com after ASX
confirms an announcement has been made.

The Company has adopted a written Continuous:
Disclosure Palicy in relation to information disclosure and
relevant procedures for internal monitoring of matters that
may require disclosure to ASX. The Company Secretary
and CFO have primary responsibility for the administration

- of the Policy and for coordinating the disclosure of price

sensitive information relating to Shares to ASX. They are
also responsible for ensuring that Directors and

employees of Dyno Nobel are aware of thelr responshﬂutues
under the Policy.

The Policy alse sets out other pnnmp!ss that Dyno Nobe!
will apply in relation to disclosure of material information, )
including that the Company:

Dyno Nobel Limited
Prospectus
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© » may request a trading halt from ASX or make a

preliminary or holding announcement where a proposal is
insufficiently complete to warrant disclosure;

> will not generally reépond to market rumours, excapt
where incomplete or selective disclosure of information
relating to the Company has been released, particularly
where that information is affecting trading in the
Company's securities; :

> will not provide analysts with material information that is
not publicly available; and

> will release to ASX any information released to overseas
markets, simultaneously with the overseas release.

Continuous disclosure will be a standing agenda item at
each Board meeting.

Securities Trading Policy

The Company has adopted a Securities Trading Policy

governing trading in the Company's securities by Directors,

officers and employees. The purpose of the Policy is to
raise awareness of insider trading rules, and of the fact
that trading must not proceed without prior notification
and clearance.

Any Director or employee who is in possession of price
sensilive information which is not generally available to
the market must not deal in the Company's securities.

In addition, to avoid any adverse inference being drawn

" of unfair dealing, Directors and employees must not

deal in Dyno Nobel securities during tha month
immediately before:

> the release of the Company's half yearly or yearly results;
or ' :

> the Annual General Meeting when it is customary for the
Chairman to provide further information about the
Company's current performance.

The Securities Trading Policy provides that if a Director or
senior executive of the Company wishes to trade in Dyno
Nobel securitias or exercise options over Shares, they must
first advise the Chairman (in the case of Directors} or the
Cornpany Secretary (in the case of employses) of their
intention to do so. The Director or employes must not buy
or sell the Company's securities untess the Chairman or
Company Secretary has indicated that there is no objection
under the Securities Trading Policy to the proposed -
transaction.

- If a Director deats in Company securities the Director

must advise the Company of these transactions, and the
Company must advise ASX within five business days, in
accordance with the Corporations Act and the Listing Rules.
Corporate Governance Statement

The Board is responsible for the overall governance of the
Company.

Dyna Mobel Limited
Prospectus

The Board has adopted a Board Charter which sets out the
responsibilities of the Board in greater detail, including the
following responsibilities: :

> providing strategic direction for, and approving, Dyno
Nobel's business strategies and objectives;

" » monitoring the operational and financial position and

performance of Dyno Nobel;

» identifying the principal risks faced by Dyno Nobel and
taking reasonable steps designed to ensure that
appropriate internal controls and monitoring systems are
in piace to manage and, to the extent possible, reduce
the impact of these risks;

> requiring that financial and other reporting mechanisms
are put in place which result in adequate, accurate and
timely information being provided to the Board and
Shareholders and the financial market as a whole being
fully informed of all material developments relating to
Dyno Nabel;

> appointing, oversesing, evaluating performance and,
where appropriate, removing the CEQ, approving other
key executive appointments and planning for executive
succession,

> reviewing and approving remuneration for the senior
- executives of Dyno Nobel;

» approving Dyno Nobel's budgets and business plans and
maonitoring the management of Dyno Nobel's capital,
including the progress of any major capital sxpenditures,
acquisitions or divestitures;

> establishing procedures to ensure that financial results are
appropriately and accurately reported on a timely basis in
accordance with all legal and regulatory requirements;

» adopting appropriate procedures to ensure compliance
with all applicable faws, governmental regulations and
accounting standards; and

- » approving, and reviewing from time to time, Dyno Nobei's

internal compliance procedures, including any codes of
conduct and taking all reasonable steps to ensure that
the business of Dyno Nobel is conducted in an open
and ethical manner.

The Charter provides for the Board to delegate specific
matters to senior management, or to committees
established by the Board.

Under the Charter, a Director may abtain external
professicnal advice at Dyno Nobel's expense, with the
Chairman's prior approval. Such advice must be made
available to the Company.

The Charter requires that there should be a majority of

Non-Executive Directors as opposed to executive Directors,

and that a majority of the Non-Executive Directors should
be independent. The Chairman of the Board should be an

* independent Director.

- NN N SN EE G e G



i

1

n

0

+

istorical-

Arformatio

mack

'
PI——

~=Rro-Fon
3 Financial

1A

£ -

)

f{f"

T

o

S _
Tt LAY
C A

Y

i

. LR

<

- Rl
e R &
. 5
- 4

3

i
ol
ok
e
nzc,z

i

!

A

L e N

k=3
£3
23
RE
Nuﬁ_r
F.
2

=

5




74 Overview

Tha Company was incorporated on 4 January 20086. Since
its incorperation, it has not undertaken any activities.

It is intended that the Company will acquire the Dyno Nobel
Businesses and certain recently acquired businesses,

by acquiring the shares of DNH shortly before the issue

of Shares under the Offer. As a result, there is no actual
historical financial information for the Company.

The Directors have therefore prepared pro forma historical .

financial information on the financial performance of the
Dyno Nobel Businesses {and certain recently acquired
businesses) to provide potential investors in the Company
with information to help them understand what the
historical financial performance of the Dyno Nobel Group
would have been, had those businesses operated as a
stand-alone group since 1 January 2004. -

The pro forma histerical financial information also presents

. the pro forma balance sheet of the Dyno Nobel Group,
prepared as though the Company's acquisition of DNH,
DNH's acquisition of ET1, the Spanish Fork assets and the
minority interests in St Lawrence Explosives, Dyno East

" Kentucky and Dyno Nobel Canada (refer to Section 5.2 for
further commentary on these acquisitions) had occurred
on 31 December 2005 and reflects the proposed new
financial structure of Dyno Nobel which will be in place on
completion of this Offer.

The pro forma historical financial information contained

in this Section 7 is supplemented by the more detailed
disclosure contained in the Appendix. The Company
believes the information contained in the Appendix is
primarily of interest to professional analysts or advisers, or
investors with specialist information needs. Details of how
to obtain a copy of the Appendix are contained in Section
12.18. .

The Prospectus does not include the actual historical
financial information of DNH, nor is the pro forma
information based on the audited consolidated financial
statements of DNH, as such consolidated financial
staternents are not available at the date of this Prospectus.
It is expected that the actual consolidated financial
statements of DNH, once they are made available, will differ
materially from the pro forma historical financial information
of the Company presented herein as discussed in mora
detall in Section 7.2.7.

The pro forma historical financial information is presented
in abbreviated form and should be read in conjunction with,
and is qualified by reference to, the information contained
elsewhera in this Section and the pro forma historical
financial inforrmation contained in the Appendix. It does
not contain all of the disclosures that are necessary in an
annual financial report prepared in accordance with the
Cormporations Act,

Dyno Nobel Limited
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7.2 Basis of preparation and presentation

7.2.1  Accounting convention

The pro forma historical financial information included in
this Prospectus has been prepared in accordance with
the recognition and measurement principles prescribed
under AIFRS and other mandatory professional reporting

" requirements in Australia, which are effective for financial

years beginning on or after 1 January 2005. The pro

forma historical financial information has been prepared

as if the current requirements of AIFRS had been effective
from 1 January 2004, As the Company was incorporated
subsequent to the transition to AIFRS, it will not ke reqguired
to present information in accordance with previous
Australian generally accepted accounting principles
{(“Australian GAAP"). .

The pro forma historical financial information included in
this Section 7 and the Appendix consists of;

> the pro forma consolidated statement of revenue, EBIT
and capital expenditure of the Dyno Nobel Group for

. FY2004 and FY2005, as set out in Section 7.3 and the
Appendix; .

> the pro forma consolidated balance sheet of the Dyno
Nobel Group as at 31 December 2005, as set out in
Section 7.5; and

> the pro forma parent entity balance sheet of the

. Company as at 31 December 2005, as set out in

Section 7.6."
This information is set out in further detail in the Appendix,

7.2.2 Derivation of pro forma historical financial
information

The pro forma historical financial information of the Dyno
Nobe! Group contained in this Section 7 and in the
Appendix has been derived from the pro forma historical
financial information of the Group’s North American and
Australian operations and from DetNet,

The pro forma historical financial information for the Dynb
Nobel Group's North American operations has been
derived from the following:

> the audited consolidated financial statements of Dyno
Nobel Holdings USA Il Inc and ETI for FY2004 and
FY2005, each as prepared in accordance with US
generally accepted accounting principles ("US GAAP™.
Adjustments have been made to this financial information
to present the pro forrma historical financial information of
the Group's Narth American business in accordance with
AIFRS. An explanation of these adjustments is set out in
Note D of the Appendix;



> the unaudited financial statements of Dyno Nobel Canada

and the Mexican IS plant for FY2004 and FY2005,
_prepared in accordance with AIFRS; and

> the unaudited management information'on the
Nitrochem, Maitland business for FY2004 and FY2005,
prepared in accordance with US GAAP.

The pro forma historical financial information for the Dyno

Nobel Group's Australian operations has been derived

from the audited consolidated financial statements of Dyno

Nobel Asia Pacific Ltd {("DNAPL"} for FY2004 and FY2005.

The pro forma historical financial accounts for DetNet

.has been derived from the unaudited financial records of

DetNat.

The auditeﬁ financial statements of DNAPL and the
unaudited financial accounts of DetNet have been prepared
in accordance with AIFRS.

A more detailed discussion of the derivation of the pro

forma historical financial inforrmation for the Dyno Naobel
North American and Australian businesses is set out in
Note D of the Appendix. '

7.2.3 Difference between pro forma and statutory '
+  basis of presentation

Prior to the Company's acquisition of DNH the Dyno Nobel
Businesses, including the recently acquired businesses,
operated under a different corporate cost structure with
different debt and tax profiles to thosa proposed for the
Company going forward. As a consequence, the actual
interest and tax costs incurred by these businesses are
not representative of what the Group's interest and tax
charges would have been had the businesses operated as
a stand alone consolidated group from 1 January 2004.
Accordingly, the pro forma historical financial information is
presented to a pro forma EBIT line only and historical cash
fiow information is presented only with respect to capltal
expendlture

In addition, in preparing the pro forma historical financial
information of the Dyno Nobel Group certain pro forma
and normalisation adjustments were made to the historical

financial information that the Company considered
appropriate to reflect the operations of the Dyno Nobe!
Group. The principal pro forma adjustments that have
been made relate to the inclusion of the recent acquisitions
and the impact of the expected corporate cost structure

of Dync Nobel, The principal normalisation adjustments
that have been made are the exclusion of share-based
payments to management, restructuring expenses and |
significant environmental expenses. These adjustments,
together with a reconciliation of the pro forma historical -
financial information of the Dyno Nobel Group to the
audited financial statements of DNAPL and Dyno Nobel
Holdings USA Il Inc are provided in Note D of the Appendix.

7.2.4  Equity method basis and proportionate
consaolidation basis of presentation

In accordance with AIFRS, Dyno Nobel accounts for its
interest in joint ventures using the equity method basis.
Under this method, Dyno Nobel includes its share (based
on its effective interest percentage) of each joint venture
entity's net profit after interest and tax in Dyno Nobel's pro
forma EBITDA, pro forma EBITA and pro forma EBIT.

For the information of investors, certain financial
information contained in this Prospectus is presented on a
proportionate consolidation basis. Under this basis, Dyno
Nobel accounts for its interest in joint ventures by including
its share of each joint venture's pro forma revenue, cost

of sales, other income and other expenses within the
respeactive line items. Therefore, Dyno Nobel's pro forma
EBITDA, pro forma EBITA and pro forma EBIT reflect its
share of the earnings before interest and tax of the joint
ventures.

The Directors consider this presentation is relevant to.
investors as it provides a measure of Dync Nobel's effective
economic interest in its joint ventures and is consistent

with how the Directors measure the business internally.
However, the proportionate consolidation basis is not
consistent with AIFRS and does not represent the basis
upon which information will be presented in the Company's
statutory consolidated financial reports. -
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The table below summarises the Company’s effective interest in equity accounted joint ventures:

TABLE 7:2.4: DYNO NOBEL EFFECTIVE INTERESTS IN JOINT VENTURES

Dyno Nobel

Joint Venture ‘ Location ., effective interest (%)
Alpha Dyno Nobel California o uUs 50%
Boren Explosives Co. Inc Alabama l us 50%
Buckley Powder Co i Colorado g 50%
Buckley Powder Company of Oklahoma Inc Oklahoma us 51%
Dampier Ammonia Pty -Ltd ’ Waestern Australia Australia 50%
Dampier Nitrogeﬁ'Pty Ltd Western Australia Australia 50%
Denesoline Western Explosives Ing Northwest ferritories Canada 49% (95% profit interest)
DetNet International Ltd - Dublin Irefand - 50%
DetNet South Africa (Pty) Ltd Johannesburg South Africa 50%
Evenson Explosives LLC linois uUs 50%
Midland Powder Compary Indiana Us 50%
Minnesota Explosives Co . Minnesota us 55%
Newfoundland Hard-Rok Inc Newfoundland Canéda 50%
Pepin-IRECO, Inc ' Michigan us 50%
Polar Explosives Ltd Northwest Territories ~ Canada 83.5%
Queensland Nitrates Pty Ltd Queensland  Australia 50%.
Queensland Nitrates Management Pty Ltd Queensland Australia '50%
Wambum Hardware Company Pennsylvania us 50%
Westemn Explosives Systems Co Arizona us - 50%

Dyno Nobsl Limited
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7.2.5 Presentation and functional currency

Results of the major operating businesses are recorded

in their local currencies, which are deemed to ba their
functional currency. The Oyno Nobel Group's US doflar
denominated revenus represents approximately 65% of the
total pro forma FY2005 revenue, with the remainder being
from Australia (approximately 17%), Canada {approximately
16%) and others {approximately 2%).

Consequently, under AIFRS, the Directors believe US dollar
reporting represents the bast indicator of the results of the
Dyno Nobel Group. Dyno Nobel will therefore present its
financial reports in US dollars going forward. However, for
the convenience of prospective investors, Australian dollar
information has besn included in the Prospectus.

7.2.6 Reverse acquisitio'n accounting

AASB 3 Business Combinations (“*AASB 3") reguires that all ‘

business combinations {the bringing together of separate
entities into one group) are accounted for using the
purchase method. This method of accounting requires one
of the combining entities to be identified as the acquirer.

However, AASB 3 also states that “whan a new entity is
formed to issue equity instruments to effect a business
combination, one of the combining entities that existed
before thé combination shall be identified as the acquirer

. an the basis of the evidence available”, This is commonly

referred to as “reverse acquisition accounting”,

As the Company is a newly incorporated company

and as it is in substance issuing shares to effect the
business combination, the Directors are of the opinion
that, in accordance with the requirements of AASB

3, the Company cannot be identified as the acquirer.
Consequently, one of the combining entities that existed

before the combination has to be identified as the acquirer. -

In the opinion of the Directors, the acquirer is considered to
be ONH (“*Accounting Acquirer”), the existing parent enmy
for the Dyno Nobel Businesses.

In its financial statements far FY2006 and future periods,
the Dyno Nobel Group will present Company (Legal Parent)
financial information and consolidated financial information
for DNH and its controlled entities. The controlled entities
of DNH are deamed to be all other combining entities of the
Dyno Nobel Group, including the Company.

The major imptications of the application of reverse
acquisition accounting are that;

> the retained earnings of the consolidated group
represent the retained eamings of 'DNH from the date
of its incorporation, plus the results of other combining
entities from the date of acquisition by the Company.
DNH's retained eamings as at the date of the business
combination {expected to be shortly before the issue of
Shares under the Oifer) are not available for the payment
of dividends to the shareholders of the Company; and

> the pro forma consclidated balance sheet comprises the
existing consolidated net assets of DNH and its controlled
entities measured at their historical cost (rather than fair
value), plus the fair value of the net assets of the other
combining entities.

7.2.7 Statutory financial information
In ils financial statements for FY20086, the Byno Nobel
Group will prasent:

» the Company's {Legal Parent) financial information for
the Company fér the period from incorporation to 31
December 2006. No comparative historical financial
information for FY2005 will be provided as the Company
was incorporated on 4 January 20086; and

» consolidated financial information for DNH {Accounting
Acquirer) and its deemed controlled entities for FY2006.
Comparative financial information will also be included
for FY2005 as, under reverse acquisition accounting,
consclidated financial statements are a deemed
continuation of the financial statements of the Accountlng
Acquurer .

As a result of the restructuring of DNH that occurred

pricr to 31 December 2005, including the disposal for
accounting purposes of the Orica Businesses, the statutory
financial information for the comparative period to 31

" December 2005 will not be representative of the Group's -

future performance. Furthermore, that statutory financial
information will be different to the pro forma historicat
financial information for the same period presented in this
Prospectus.

Unlike the pro forma historical financial mformatlon the

. statutory income statement will:

> include the operating results of the Orica Businesses
from 1 January 2005 to 30 November 2005;

> include profit on disposal of the Orica Businesses as at
30 Novernber 2005,

> present information to the NPAT tevel- and,

> exclude the pro forma and normalisation ad;ustments
referred to in Section 7.2.3.. '

Simitarly, the statutory balance sheet as at 31 December

2005 wilk:

» exclude any post-31 December 2005 acquisitions;

» exclude the impact of this Offer, including the debt
restructure and associated transaction costs; and

> exclude the impact of the restructuring of DNH and

settlement of associated receivables and payables that
will oceur after 31 December 2005,

Dyno Nobal Limited
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7.3 Pro forma historical consolidated statement of revenue and EBIT

Equity method basis

Table 7.3.1 presents the pro forma historical consolidated statement of revenue and EBIT of the Dyno Nobel Group for
FY2004 and FY2005, on an equity method basis (refer to Section 7.2.2 and Note Din the Appendlx for a description of the
derivation of this pro forma hnstoncal financial information).

TABLE 7.3.1: PRO FORMA HISTCRICAL CONSOLIDATED STATEMENT OF REVENUE AND EBIT (EQUITY METHOD BASIS)

FY2004 FY2005 FY2004 FY2005

US$m USSm ASm ASm
Revenue from operating activities , g75.1 11361 1.326.?_ 1,493.0
Cost of sales ) : (620.7) T {757) ': . __(84_4.5) - (994.9)
Gross profit : . 3544 379.0 ; 4822 . 4981
Other income ) 04 17 5 05 22
Other expenses (231.8) . (250s8) ' - (3154) {320.3)
EBITDA before share of profit of jointly controlled entmes accounted o i C 't : ) [
for using the equity method 123.0 13041 ; _ 16?.3 S _171.0
Share of profit of jointly controlled entities {equity method) -~ 6.7 19 L 91 ] 25
Pro forma EBITDA : 129.7 1320 |7 174 1738
Depreciation ' o (35.8) M5 L - (487) .. . (54.5)
Pro forma EBITA 938 - 905 | . 1277 1190
Amortisation ' (1.5) L Y
Pro forma EBIT . 924 ' 88.8 i \ 125.7 ‘ 116.8

Notes:

 US$ historical pro forma financial information has been translated into A% at the averaga monthly exchange rate for the ﬁnancial year baing US$0.735:
AS$1.00 for FY2004 and US$0.761:A%1.00 for FY2005.

) Pro forma EBITDA, pro forma EBITA and pro forma EBIT exclude_ foreign exchange gains and losses on financing items, gains and losses on hedging
instruments relating to financing items, interest costs arlsing from the unwinding of the effact of discounting on defined benefit pension plans and on
provisions and revenue arising from the expectad return on defined beneﬁ1 plan assets, These itams are uncluded in the definition of net financing costs
- as described in Note C.1.4 of the Appendix.

@ Amortisation charges relate to iftangible assets arlsing from acquisitions.

Table 7.3.2 presents the key pro forma financial indicators of the Dyno Nobel Group on an equity method basis based
on the segments used to measure the business internally:

TABLE 7.3.2: KEY PRO FORMA FINANCIAL INDICATORS BY SEGMENT (EQUITY METHOD BASIS)

. . Pro forma
Pro forma Pro forma Pro forma consolidation Pro forma
North America Australia DetNet adjustments total

USSm . FY2004 FY2005 FY2004 FY2005 FY2004 FY2005 FY2004 FY2005 FY2004 FY2005
Pro forma revenua from i . ‘

operating activities 8093 9318 1676 2096 - - - (1.8) (5.3} 9751 113641
Pro forma Gross profit 3097 3320 449 47.2 - - 0.2) (0.2) 3544 3790
Pro forma EBITDA 10.5 116.9 20.6 18.6 (1.1} (3.2) (0.3) 0.3y 129.7 132.0
Pro forma EBITA B0.6 81.7 14.7 12.3 (1.1} (3.2) (0.3) (0.3} 939 90.5
Pro forma EBIT - 7941 80.0 14.7 12.3 (11} (3.2} (0.3) (013) 924 88.8
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Proportionate consolidation basis

Table 7.3.3 presents the pro forma historical consoclidated statement of revenue and EBIT of the Dyno Nobel Group for

FY2004 and FY2005, on a proportionate consolidation ba3|s

TABLE 7.3.3: PRO FORMA HISTORICAL CONSOLIDATED STATEMENT OF REVENUE AND EBIT (PROPORTIONATE CONSOLIDATION BASIS)

FY2004 FY2005 FY2004 FY2005
B UsSsm UsS$m. A$m ASm
Revenue from operating activities : 1,085.5 1,273.8 IE 14769:. 16739
Cost of sales . (684.6) (843.2) | o31s (4, 108.0)
Gross profit - a _ . 4009 430.6 I' 5454 .. 5659 ]
Other income o . 06 1.7 F . _0.8;—;_:. 22 _
Other expenses ; {258.0} {283.6) i (351.0); - (372.7).
Pro forma EBITDA u ' 143.5 1487 | - 1955..7 ‘1954 |
Depreciation o . 486) - . (504) |. .(593). . (66.2)
Proforma EBITA . . 99.9 983 |- 1359 120.2.
Amortisation _ " eyl eyl e
Pro forma EBIT - : . 98.1 96.2 133.6;  126.4

Notes:

{1 Reter to notes tc Table 7.3.1 for details of exchange rales applled
& Reer to notes 1o Table 7.3.1 for definition of interest,

3 Reler to notes to Table 7.3.1 for detaﬂs of amortisation.

Table 7.3.4 presents the key pro forma financial :ndlcators of the Dyno Nobel Group on a proportionate consolidation basis,

based on the segments used to measure the business internally.

TABLE 7.3.4: KEY PRO FORMA FINANCIAL INDICATORS BY SEGMENT (PROPORTIONATE CONSOLIDATION BASIS)

.. . Pro forma
Pro forma Pro forma Pro forma consolidation Pro forma
‘ North America’ Australia DetNet adjustments total

US$m FY2004 FY2005 FY2004 FY2005 FY2004 FY2005 FY2004 FY2005 FY2004 FY2005

Pro forma revenue from _

opgrating activities 888.4 10341 196.3 2364 25 10.3 (1.7} (7.0) 1,0855 12738
" Pro forma gross profit 3384 3672 61.9 604 - 08 3.2 (0.2) 0.2y 4009 4306

Pro forma EBITDA | - 157 123.8 29.5 27.3 (1.4) {2.3) {0.3) {0.1) 1435 1487

Pro forma EBITA : B2.9 851 8.7 15.9 (1.4} (2.6) {0.3) o (0.1) 999 - 983

Pro forma EBIT ' 813 - 833 18.7 15.9 (1.6} (2.9 (0.3). {Q.1) 98.1 96.2

Dyno Nobel Limited
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7.4  Management’s discussion and analysis
of pro forma results of operations

" The discussion and analysis below relates to the pro forma

historical financial information (Tables 7.3.1 and 7.3.3}
and should be read in conjunction with the description of
the basis upon which the information has been prepared
{refer to Section 7.2}, the tables of key pro forma financial
indicators {Tables 7.3.2 and 7.3.4) and the pro forma
adjustments described in Section 7.2.3, which are further
detailed in the Appendix. :

7.41  Pro forma historical results - FY2005
compared FY2004 -

7.4131 Consolidated

Equity method basis

Pro forma cansolidated revenue for the Dyno Nobe! Group

increased from US$975.1 million to US$1,136.1 millicn (on

an equity basis) from FY2004 to FY2005 due to improved

market conditions across both North America and Australia

and the recovery of increased raw material costs including

natural gas and ammonia. ’

A kay driver in the overall profitability of the Dyno Nobel
Group is the managemaent of margin between the selling
prices of the Group's products and direct input costs.
Accordingly, an important focus of recent years has been
to align the basis upon which sales prices are set to the
underlying variability in raw material prices such that in
areas where the Group is exposed to raw material price
rises (such as North America), these can be passed on
to customers in order to protect margins. Natural gas and
ammonia costs, the principal raw ingredients for AN, have
increased over FY2004 and FY2005 and as a result of
formula based contractual arrangements with customers
where product price is linked to ammonia or natural gas
prices, the increase in raw material costs is reflected in

increased revenues, with relatively stable margins per tonne.

Strong market demand coupled with a shortage in AN
supply in Australia also contributed to growth in revenues -
as customers contracted with Dyno Nobel to import AN on
a cost plus basis in FY2005, adding to revenue growth but
at lower overall margin.

Dyno Nobel Limited
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Pro forma consolidated EBITDA for the Dyno Nobel Group
increased from US$129.7 million to US$132.0 million
from FY2004 to FY2005 reflecting strong performance

by the pre-existing Dyno Nobel business, offset by some
loss-making and low-margin contracts, and delays in the
commencement of some projects for ETI and a downturn
in the Nitrochem, Maitland business, partly caused by a
workforcs strike at one of its major customers.

However, the Dyno Nobel Group's share of pro forma
profits from joint venture entities decreased in FY2005 from
FY2004, largely due to an extended maintenance shutdown
of QNP.

7.41.2 _North America

Equity method basis ‘

Pro forma revenue, on an equity method basis, mcreased
from US$808.3 million in FY2004 to US$931.8 million in -
FY2005, principally reflecting improved market conditions
and higher raw material costs which were successfully
passed on to customers through the use of pass-through
contracts or spot or short-term contracts priced according
to prevailing market conditions. Approximately 70% of
the volume of nitrogen-related product sales are made
under pass-through type contracts {explosives, packaged
products and dynamite are usually on annual price

arrangements}. The average cost of natural gas, considéred

as a proxy for the main driver of raw material input costs,
roge from approximately US$5.20 MMbtu in FY2004

to approximately US$6.60 MMbtu in FY2005 or a 27%
increase. The North American business was able to effect
a number of ganeral price rises in FY2005 on non-pass-
through customers to compensate for the raw material cost
increases.

The North American business also bensfited from net AN
volume increases in FY2005 reflecting-the continued strong
demand in the coal mining and quarrying sectors. These
AN voluma increases were instrumental in pulling through
additional IS and service sales in the year.




Pro forma gross profit, increased from US$309.7 million

. in FY2004 to US$332.0 milion in FY2005, principally

reflecting the increased AN volumes and pull-through of
IS and service products. The pass-through contracts for
AN-related products generally mean that the overall dollar
margin per tonne is remaining relatively stable regardless
of raw material/sales price increases, albeit the margin
percentage falls in a rising market (2.7 percentage points
from FY2004 to FY2005). The increase in pro forma gross
profit on AN-related products in FY2005 reflects, in part,
the Gompany successfully moving more customers onto
a pass-through basis in FY2004 and FY2005. In addition,
the North American business benefited from a full year of
the efficiency benefits achieved as a result of the Westemn
Nitrogen asset acquisition in late 2003, with much of the
benefit only being delivered during the earty part of FY2004,

During FY2005, management continued the focus

on controlling indirect costs on the back of increased
production levels and as a result pro forma indirect costs
were able to be held in line with the FY2004 levels desplte
the growth in the underlying operations.

Pro forma EBITDA therefore increased in FY2005 to
US$116.9 million, an increase of US$6.4 million or 6% 6n
FY2004 levels. The key driver of this, as explained above,
was the continued strong market conditions leading to
votlume increases, aided by the increased percentags of

- sales made on a pass-through basis. However,-the ETI

business suffered from some loss-making and low-margin
contracts, and also from delays in the commencement

of some projects in FY2005, the Cheyenne facility
experienced an extended shutdown and Nitrochem's
Maitland AN facilities were affected by a workforce strike at
one of its major customers.

The pro forma depreciation charge |ncreased in FY2005
as a rasult of the continued capital investment program
required to build on the improving safety and efficiency
levels. The Narth American business invested US$29.4
milion of capital expenditure in FY2004 and a further
US$36.5 million in FY2005, principally on maintenance
shutdowns and efficiency improvements across its AN
and IS plants. Further detail on pro forma historical capital
expenditure is given in Section 7.7.3.

Proportionate consolidation basis

"Pro forma revenue on a propertionate consolidation basis,

includes the North American business’ share of the selling
margin made by the Joint Ventures, plus their share of non-
Dyne Nobel-related sales made by those Joint Ventures.
Continued strong perfoermance by these entities was
reflected in pro forma revenus increasing from US$888.4
million in FY2004 to US$1,034.1 million in FY2005.

Pro forma gross profit, increased from US$338.4 million

in FY2004 to US$367.2 million in FY2005, with the joint
venture entities recording relatlvely consistent margins year
onyear, -

Pro forma EBITDA rose from US$115.7 million in FY2004 to
US$123.8 million in FY2005, with an increased contribution
from the joint venture entities primarily as a result of
stronger market conditions.

7.41.3 Australia

Equity method basis

Pro forma revenues, on an equity method basns increased
by 25% to US$209.6 million in FY2005 as a result of
increased explosives demand in the Bowen Basin, Pilbara
and Hunter Valley mining regions.

The pro forma gross profit of the Australian business
increased by US$2.3 million in FY2005 as a result of
increased demand across all product categories. However,
the pro forma grass profit increase actually represented a
decrease in the pro forma gross profit margin from 27%

in FY2004 to 23% in FY2005 due to short-term supply
issues, including a maintenance shutdown at Kwinana
which resulted in the Australian business importing AN

at increased prices to meet its contracted oblngatlons to
supply AN,

In addition, due te the high demand for AN in Australia.

a number of customers contracted with the Australian
business to supply AN using imported product, on a cost
plus basis. Due to the high cost of the imported AN, these *
were high-revenue, low-margin sales, reducing gross
margins in percentage terms.

Pro forma indirect costs increased by 3% in FY2005,
reflecting management’s efforts in containing pro forma
indirect costs. The cost increases principally reflect inflation
and growth in activity levels.

! Dyno Nebel Limited m
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The share of pro forma profit of joint venture entities

_reflects the 50% share of the profit after tax of QNP. This
amount reduced year on year as a result of the extended
maintenance shutdown.

Pro forma EBITDA therefore decreased in FY2005 to
US$18.6 million, a decrease of US$2.0 million or 10% on
FY2004 levels. The key driver of this was increased costs .
associated with the extended maintenance shutdown of the
QNP plant and the increased costs as a result of importing
AN to mest contracted demand which offset the increased
demand in the mining industry.

Proforma depreciation in FY2005 was comparable to
FY2004 as a result of capital expenditure incurred during
FY2005 being offset by various plant and equipment
reaching the end of its economic life.

Proportionate consolidation basis :
Pro forma revenue on a proportionate consolidation basis
includes the Company's share of the sales of AN made by
QNP. The revenue of QNP decreased in FY2005 principally
as a result of a loss of sales volumes during the time of

an extended planned maintenance shutdown in the last
quarter of FY2005.

The pro forma gross profit decreased by US$1.5 m||hon in
FY2005 and gross profit margin decreased from 32% in
FY2004 to 26% in FY2005. As a result of the QNP shutdown,
the pro forma gross profit was impacted both by the loss of
sales volumes and, to the extent that contracts were required
to be fulfited, additonai costs incumed as a result of the
requirement to import AN, The maintenance shutdown was
scheduted to be 20 days but actually took 38 days principally
as a result of refiability issues identified with one significant
part of the plant. These issues were fully rectified before the
plant was finally restarted. The plant has been operating at

" increased reliability and improved efficiency levels as a result
of improvements made during the shutdown.

Translation impact

Average exchange rates have been used to translate the
FY2004 and FY2005 results of the Australian business
from Australian dollar to US dollar. The Australian dollar
appreciated slightly (3.5%) in FY2005 which results in an
adverse US$0.7 million and US$1.0 million translation
impact based on the FY2004 EBITDA on an equity method
and proportionate consolidation basis respectively.

Dryno Nobet Limited
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7.4.1.4 DetNet

Dyno Nobef's 50% share of pro forma ravenue increased to
US$10.3 million in FY2005 from US$2.5 million in FY2004
on a proportionate consolidation basis. This was a resuit of
increased penetration of DetNet's Quickshot, Smartdet and
Hotshot products in Africa (FY2004 was the start-up pericd
and hence not a full year of gperations).

DetNet contributed a pro forma EBITDA loss in both
FY2004 and FY2005 of US$(1.4) million and US$(2.3) million
respectively as a result of research and development and
sales and marketing expenses required to develop and
promote the new products.

1.5 Pro forma consolidated balance sﬁeet of
the Dyno Nobel Group on complet;on of
the Offer

7.5.1 Basis of preparation

Table 7.5.1 sets out the pro forma consolidated balance
sheet of the Dyno Nobel Group as at 31 December 2005
(refer to Section 7.2.2 for a description of the derivation of
this pro forma financial information and Section 7.5.2 for
details of the major assumptions). As discussed in Section
7.2, the pro forma consolidated balance sheet of the Dyno

Nobel Group has been prepared in accerdance with AIFRS,

applying the principles of reverse acquisition accounting.

The pro forma and statutory balance sheets for the Dyno
Nobel Group are different, as cutlined in Sections 7.2.6 and
7.2.7.




TABLE 7.5.1: PRO FORMA CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 2005

Ussm

Current assets

Cash and cash equivalents 10.0
Receivables 173.0
Inventc;ries 103.6
‘Current tax assets 4.5
Other 13.2 -
Total current assets 304.3
Non-current assets
Receivables 0.2.
Investments accounted for using the equity method 53.0
Other financial assets 277
Property, plant and equipment 206.6
Deferred tax assets 329
Intangibles ' 160.0
Other 0.9
Total non-current assets " 571.3
Total assets 875.6 -
Current liabilities
Payables 161.2
Borrowings 114

- Current tax liabilities 13.2
Provisions 16.9
Total current liabilities 202.7
Non-current liabilities
Borrowings 4425
Provisions 98.8
Deferred tax liabilities 0.3
Total non-current liabilities 541.6
Total liabilities 744.3
Net assets 131.3
Shareholders' equity : 3* g
Issued capital 243.7 %'7.9;
Reserves 27.9 § .
Accumulated losses (143.8) ;
Other equity transactions 35 1L
Total shareholders' equity 131.3 1 .

Note:

0 USS pro forma financial information as at 31 December 2005 has been translated Into AS at US$0.732:A51.00.

.
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7.5.2 Assumptions ,
in preparing the pro forma- consolidated balance sheet of
the Dyno Nobel Group, it has been assumed that: |,

> DNH is acquired by the Company for an estimated .
purchase price of US$1,333.8 million (4$1,821.3 million)
{based on the mid-point of the Indicative Price Range
and using the historical foreign exchange rate as at 31
December 2005 of US$0.732:A$1.00); :

> ali loan balances between the Dyno Nobel Group and
the QOrica Businesses, other than trading balances in the

ordinary course of business. are assumed 1o have been

settled;

> net borrowings as at 31 December 20056 are restructured -

to reflect external controlled net debt of US$445.0 milion
less the unamortised balance of debt arrangement fees

. (US$1.3 million) anticipated to be in place on Settlernent
(based on the mid-point of the Indicative Price Range
and using the historical foreign exchange rate as at
31 Decemnber 2005 of US$0.732:A%$1.00);

» the Offer is assumed to raise A$972.8 million
(US$712.4 million) {(pased on the mid-point of the
Indicative Price Range) and the proceeds are applied
to redeeming the CRPS held by the Existing Investors

-~ AB492.1 million (US$360.4 million), repayment of existing
debt facilities of A$444.7 million {US$325.6 million)
and to paying related Offer costs of A$36 0 million -
(US$26 4 million}; and

TABLE 7.6.1: PRO FORMA PARENT ENTITY (DYNO NOBEL LIMITED) BALANCE SHEET?

> the following transactions which completed post 31
December 2005 are assurmed to have occurred as at 31
December 2005:

> the acquisition of the minority interest in Dynd Nobsl
Canada Inc;.

> the acquisition of the manonty interest |n St Lawrence
Explosives; : .

> the acquisition of the remaining mterest in the Dyno
East Kentucky joint veniture:

> the acquisition of the Spanish Fork assets as part of
the expansion of the Carthage facmty. and

> the acquisition of ETI.

Note: the foreign exchange rate assumption usad to determing the
proceeds from the Offar for the Pro forma consolidated balanca sheet is
different from that wsed in the Key offer Statistics and elsewhere in the
document which impacts the number of Shares required to be issued to
repay debt which is denominated in US$.

1.6 Pro forma parent entity historical
balance sheet

Table 7.6.1 below sets out the pro forma parent entity (Dyno

iNobel Limited) balance sheet as at 31 December 2005.

The pro forma parent entity balance sheet at 31 December

2005 has been prepared as though the Company acquired

DNH on 31 December 2005. The net assets presented

in the pro forma consolidated balance sheet of the Dyno

Nobel Group as at 31 December 2005 are significantly

lower than the net assets of the pro forma parent entity

"balance sheet as of the same date due to the apphcatlon

of reverse acquisition accounting.

USEm ASm

:Non-current assets _
Investrment in DNH . 1198.8 16370
Deferred tax assets " ) 3.8 5.2

Total non-current assets

1,202.6 1,642.2

Total assets

1,202.6  1,642.2

Non-current liabilities

Borrowings 0.3 . 04
Total non-current liabilities 0.3 0.4
Total liabilities 0.3 0.4
Net assets 1,202.3 1,641.8

Shareholders’ equity ‘ '
Issued capital 1,202.3 - 1,641.8
1,202.3 1,641.8

Total shareholders’ equity

MNote:

U35 pro forma financial information as at 31 December 2005 has besn translated at a historical foreign exchange rate as at 31 December 2005

of USS0.732:A81. 00

Dyno Nebel Limited
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761  Assumptions

In determining the purchase price to be paid for DNH, and
therefore the carrying value of the investment in DNH in the
pro forma parent entity balance sheet, it has been assumed
that:

> DNH is acquired by the Company for a pro forma -
purchase price of approximately A%$1,821.3 million
(US$1,333.8 million) based on the mid-point of the
Indicative Price Range and using the historical foreign
. exchange rate as at 31 December 2005 of US$0.732:
A$1.00;

> the purchase price will be funded by issuing 334 7 miltion
Shares valued at A$696.2 million (US$509.8 million)
and 236.6 million CRPS valued at A$492.1 million
{US$360.4 milion} to the Consortium and assumption
of an intra-group loan from the vendor. The value of =
the shares issued to the Consortium is based on the
mid-point of the Indicative Price Range and using the
historical foreign exchange rate as at 31 December 2005
of US$0.732:A51.00;

> the Offer is assumed to raise A$972.8 million
(US$712.4 million) {based on the mid-point of the
Indicative Price Range using the historical foreign -
exchange rate as at 31 December 2005 of US$0. 732
A%$1.00) and the proceeds are applied to redesming
the CRPS held by the Existing tnvestors A$492.1 million
{US$360.4 million}, repayment of existing debt facilities of
A$444.7 million {US$325.6 million} and to paying related
Offer costs of A$36.0 million (US$26.4 million}; and

> subsequent to the acquisition of DNH by the Company,
internal debt will be restructured resulting in a reduction
in the carrying value of the Company's investment in
DNH and an offsetting reduction in internal loans payable
of approximately A$184.3 million {US$135.0 million).

If the Final Price is greater than or less than the value
assumed in the pro forma parent entity balance sheet, this
is likely to result in 2 change in share capital, a change in
the carrying value of DNH and a change in the value at
which the CRPS are redeemed. '

7.7 - Liquidity

774 General

The principal sources of funds are cash flows from
operations and borrowings under credit facilities. The
Dyno Nobet Group expects that it will finance its ongeing
operations with a combination of bank borrowings and
operating cash flows.

" Existing cash resources and the anticipated cash flows

from operations are expected to provide sufficient liquidity
to meet the Dyno Nobel Group's currently anticipated cash
requirements for a period of at least the next 12 months.
The Dyno Nobel Group's ability to generate sufficient
cash depends on its future performance which, to a
certain extent, is subject to general economic, financial,
competitive and other factors beyond the control of Dyno
Nobel, the Directors and the Senior Management Team.
In addition, future capital expénditure and éther cash
requirements could be higher than currently expected as
a result of various factors. If this occurs, or if the amount
of the Dyno Nobel Group’s anticipated scurces-of cash

- are lower than expected, the Dyno Nobel Group may be
o required to seek additional external financing.

7. 7 2  Working capital

The Dyno Nobel Group's working capital requwements

are seasonal, with a slight increase around the Nerthern
Hemisphere winter months when production levels exceed
short-term customer demand and the business builds
inventories to feed the shortfall in the summer months.

- Warking capital in the Australian business is nct as
- materially affected by such seasonality although activities

usually slow down dunng the northern Australian wet
season,

Dyna Nobel's management have made a concerted effort

" to reduce working capital levels over recent years. Over

the recent years, management has been able to align

the working capital management practices to the benefit
of the net position of the Dyno Nobel Group. In addition,
capital expenditura on efficiency improvements has led

to de-bottlenecking of certain of the Dyno Nobel Group's
plants, with a consequent reduction in inventory levels.
Management consider average inventory levels are now at
an appropriate leve! taking into account required customer
service fevels.

The Directors consider that Dyno Nobel has enough
working capital to carry out its current stated objectives.
Note that the Nitrochem, Maitland business was acquired
in December 2005 with nil working capital {refer to Section
8.7), but since then its working capital position has been

- restored to a normal operating level,

DOyng Nobel Limited
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7.7.3°  Capital expendlture

In order to meet the changing neads of Dyno Nobel
Group’s customers and to protect the environment and the
health and safety of its employees, manufacturing facilities
are continually maintained and upgraded. )

Pro forma capital expenditure in FY2004 and FY2005

was US$37.3 million and LS$42.7 million respectively

for the controlled entities within the Dyno Nobel Group

and US$43.3 million and US$53.6 million for FY2004

and FY2005 respectively including the proportion of
capital expenditure in the Jdoint Ventures. This expenditure
covered occupational health and safety and environmental
improvements as well as expenditure for profit improvement
initiatives and plant upgrades. Details of the capital _
expenditure by growth and maintenance categories are set
outin Section8.7.2.

‘There are no significant capital expenditure projects in

progress other than the approved expansion of Cheyenne.
There are however a number of major capital expenditure

. projects planned for FY2006, details of which arg also

outlined in Section 8.7.2.

7.7.4  Financing facilities
The Dyno Nobel Group external financing facilities are

described in full in Section. 12.5.5. The Group has a working

capital facility as part of a revolving facility and will use this
to fund short-term borrowing requirements which may

be caused by seasonal peaks in working capital, capital
expenditure, or integration costs on acquisitions.

7.8 Critical accounting policies

The Dyno Nobel Group's critical accounting policies are
those that it believes are most important to the presentation
of its financial position. In many cases, the accounting
treatment of a particular transaction is specifically dictated -
by AIFRS with no need for the application of judgement.

In certain circumstances however, the preparation of
consolidated financial statements in conformity with AIFRS
requires the Dyno Nobel Group to use judgement to make
certain estimates and assumptions. These estimates

affect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the date

of the consolidated financial statements and the reported
amounts of revenues and expenses during the reporting
period. The Dyno Nobel Group believes the policies
described below reprasent its critical accounting policies.
The full disciosure of the Dyno Nobel Group's significant
accounting policies is included in the Appendix.

Superannuation The Dyno Nobel Group contributes to defined benefit and defined contribution superannuation
plans . plans. Contributions to the defined contribution plans are expensed as incurred. Provisions are
' " recognised to provide for estimated defined benefit plan obligations using the “corridor approach”
as allowed by AASB 119 Employee Benefits. Any estimated deficits in the plans are determined
with reference to the fair value of the respective plan assets and actuarially determined accrued
benefits. The actuarial assessment of accrued benefits takes into account the estimated present
value for benefit obligations, employes service periods and investment retums. The discount rates
used in determining the present value of accrued benefits, which may vary, are based on respective
- - government or high-quality corporate bond rates as appropriate,

* The cost of providing benefits under the plans is determined separately for each plan using
the projected unit credit actuarial valuation method. Actuarial gains and'losses are recognised
as revenue or expense in the pro forma income staternent over the average remaining service
period of participating employees expected to receive benefits under the plan. Under the corridor

approach, amortisation of unrecognised net gain or loss resulting from experience different from that
assumed and from changes in assumptions (excluding asset gains and logses not yet reflected.in
market-related value} is included as a component of net periodic benefit cost for a year. If, as of the
beginning of the year, that unrecognised net gain or loss exceeds 10% of the greater of the projected
benefit obligation and the market-related valua of plan assets, the amortisation is that excess divided
by the average remaining service penod of participating employees expected to receive benefits
under the plan.

Dyno Nebel Limited
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Depreciation

Depreciation is pravided on property, plant and équipment, including freehold bui|dings but
excluding land. Depreciation is calculated on a straight line basis 0 as to write off the net cost or
other revalued amount of each asset aver its expected useful life to its estimated residual value.
Leasehold improvements are depreciated over the period of the lease or estimated useful life,
whichever is the shorter, using the straight line method. The estimated useful fives, residual values
and depreciation method are reviewed at the end of each annual reporting pericd.

The following estimated useiul iives are used in the calculation of depreciation:

> buildings 10 to 40 years;

> leasehold improvements three to 25 years; and

> plant and equipment three to 30 years.

Environmental
provisioning

The Dyno Nobel Group is required to remediate or restore manufacturing, storage and depot

sites, either during or at the end of their lives to a condition acceptable to the relevant authorities
and consistent with the Dyno Nobe! Group environmental policies, These environmental-related
restoration and remediation costs.are recognised when site restoration, environmental remediation
and clean-up obligations are either known or considered probable and the related costs can be
reliably measured. The environmental provigion is measured using the cash flows estimated to settle
the present obligation, discounted to present value using a current market rate.

The expected cost of any environmental restoration program, discounted to its net present value,
is provided when the related environmental disturbance occurs, based on the Dyno Nobel Group's
interpretation of environmental and regulatery requirements and its own environmental policies
where these are more stringent.

Decommissioning

The Dyno Nobel Group has obligations to retire long-lived assets at various manufacturing and
storage sites at the end of their productive lives to a condition acceptable to the refevant authorities
and consistent with the Dyno Nobel Group's environmental policies. Decommissioning provisions
are recognised in refation to these obligations at the time the abligations are incurred.

These decommissioning costs are based an the estimated cost from detailed plans prepared

for each site and are recognised when site restoration, environmental remediation and clean-up
obligations are either known or considered probable and the related costs can be reliably measured.
The decommissioning provision is measured using the cash flows estimated to settle the present
obligation, discounted to present value using a current market rate.

Impairment of
assets

Al each reporting date, the Dyno Nobel Group reviews the carrying amounts of its tangible and
intangible agsets to determine whether there is any indication that those assets have suffered an
impairment 10ss. If any such indication exists, the recoverable amount of the asset is estimated in
order to determing the extent of the impairment loss (if any). Where the asset does not generate
cash flows that are independent from other assets, the pro forma consolidated entity estimates the
recoverable amount of the cash-generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value
in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the
asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset {or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (cash-generating unit} is reduced to its recoverable amount.
An impairment loss is recognised in profit or loss'immediately, unless the relevant asset is carried at
fair value, in which case the impairment loss is treated as a revaluation decrease.

Dyno Nobel Limited
Prospectus




>

SECTION 07 PRO FORMA HISTORICAL FINANCIAL INFORMATION

This page has been left blank intentionally.

Dyno Nebel Umited

" Prospectus



_
o

PR =

- * r pe—
. PR e S : R Y B g S | ot -
S A A T R y e (RN i I S P L
» VR N - L B N AN BT et L A&
I R A 3 5 b . . ? -
Ry - - o . 3 . . e :
-z " s TR - RS ] T X . 7
k A L ) e .
" o 3 o Nl EENE
; sl Ve \ T BN Yo e
K # i . 2 g

SECTION.28
f’

&
orecast
e

0]

Fressiaeiang

-F

7
Y,
Y
Dyro Nobal Lienitead

74
r

i .vw\\i
e .
g
N

Yo . i
;lz.ﬁ.lm.'f.w~ FN ’ . %«A M,w—\ s

—
e
~=Birectors

i |I (f
NN

i-.-
e
A

e
iy
sy

7

r’\\

o)

@
iC

T N g
AN
i
e

l v"'“_“,{_:.
E S

i
xéi‘: q:\ﬁ Loy
X

e .

7

e
(0

e [ SaWA S
\...,,\....J/v T :yil V.W o

: /:l..ir/#l\hn\}z f/u/. W rvlhu
P AR

e T, W)




This page has been left blank intentionally.

Dyno Nobel Limited
Prospsctus

. . .

L



8.1 Basis of preparation and presentation
The Forecast Financial Information has been prepared
by the Directors and includes the pro forma forecast
consolidated income-staternent and pro forma forecast
capital expenditure for FY2006 (“Directors’ Pro Forma
Forecast"} and the statutory forecast ¢consolidated income
statement for FY2006 ("Directors’ Statutory Forecast”),
collectively referred to as the “Directors’ Forecast”.

The Diractors’ Pra Forma Forecast differs from the
Directars' Statutory Farecast for that period, as detailed
in Section B.5. ' ‘

The accounting policies disclosed in Note C.1 of the
financial information in the Appendix have been consistently
applied in the preparation of the Forecast Financial
Information. Far comparative purposes, certain pro forma
historical financial information is disclosed in this Section.
The pro forma historical financial information has also been
disclosed in Section 7 and the Appendix and includes the
pro forma consolidated historical statements of revenue,
EBIT and capital expenditure for FY2004 and FY2005.
The basis of preparation and presentation of the Forecast
Financial Information in this Section is consistent with the
basis of preparation and presentation for the historical
periods described in Section 7.2. :

The Directors’ Forecast is based upon a number of
estimates and assumptions that are subject to business,
economic and competitive uncertainties and contingencies,
many of which are beyond the control of the Company, the
Directars and the Senicr Management Team, and upon
assumptions with respect to future business decisions,
which.are subject to change.

The inclusion of the Directors’ Forecast in this Prospectus
shoutd not be regarded as a representation or warranty
with respect to its accuracy or the accuracy of the
underlying best estimate assumptions or that the Dyno
Nobel Group will achieve, or is likely to achieve, any
particular results, The Directors' Forecast also assumes the
success of the Dyno Nobel Group's business strategies.
The success of these strategies is subject to uncertainties
and contingencies beyond the control of the Company, -
the Directors and the Senior Management Team, and no
assurance can be given that the strategies will be effective
or that the anticipated benefits from the strategies will be
realised in the period for which the Directors’ Forecast has
been prepared or otherwise.

- Events and circumstances often do not occur as

anticipated and therefore actual results are likely to differ
from the Directors’ Forecast. These differences may
be material. The explosives industry is subject to many

" external factors which may materially impact the Dyno

Nobel Group's future financial performance.

" The Directors’ Forecast is based on best estimate

assumptions as to revenue, costs and exchange rates, -
among other things, for FY2006. As shown in the sensitivity
analysis in Section 8.6, relatively small changes inkey
variables can have a significant impact on operating results.
Accordingly, the Directors cannot and do not guarantee the
achievement of the Directors' Forecast.

The Directors believe that due care and attention has been
used in the preparation of the irectors' Forecast, and
consider the assumptions to be reasonable when viewed
as a whole. The information is not fact and prospective
investors are cautioned not to place undue reliance on the
Directors’ Forecast. '

There is no intention to publish updates to the Directors’
Forecast in the future.

8.2 Summary statements of pro forma
historical, pro forma forecast and
statutory forecast revenue and EBIT

The tables below set out certain pro forma historical

financial infarmation and the Directors’ Pro Forma Forecast

and the Directors’ Statutory Forecast on both the equity
mathod basis and the proportionate consolidation basis

{refer to Section 7.2.4 for a description of thase two bases).

The information in the tables should be read together with

the key best estimate assumptions undertying the Directors’

. Forecast described in Section 8.4, the sensitivity analysis

set out in Section 8.8, the risk factors set out in Section 11
and other information contained in this Prospectus.

Certain significant costs that are not representative of the
ongoing costs of the Dyno Nobel Group are forecast to -
occur during FY2006 as detailed in the reconcitiation of the
Directors’ Pro Forma Forecast to the Directors’ Statutory
Forecast in Section 8.5. These costs are excluded from the
Directors’ Pro Forma Forecast. In addition, the Directors’

" Pro Forma Forecast includes a number of acquisitions,
* cost restructuring and synergy initiatives which are

assumed to be in place for a full year in FY2008. The
Directors’ Statutory Forecast figures presented below
reftect the actual benefit expected in FY2006 and mainly
reflect timing differences and adjustments for certain
non-recurrng costs.
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SECTION 08 DIRECTORS” FORECAST

Equity method basis
TABLE 8.2.1: PRO FORMA FORECAST STATEMENT OF REVENUE AND EBIT (EQUITY METHOD BASIS)
Pro forma Pro forma Pro forma Pro forma Pro forma Pro forma

FY2004 ‘FY2005 FY2006 ~ FY2004 FY2005 - FY2006

Ussm Us$m Ussm ASm ASm ASm
Revenrue from operating activities 9751 1,136.1 11863 § 13267 14930 . 15818
Cost of sales : (620.7) (757.1) (759.2) |- (B44.5) - (994.9) . (1,012.3) .
Gross profit : 354.4 379.0 ama | agp2 o7 age1 5695
Other income X 0.4 1.7 : - % 05 22 -
Other expenses (231.8) (250.6) (246.6) i - (3154) - - (329.3) .  (328.8)::
EBITDA before share of profit of oot e :
jointty controlled entities accounted | _
for using the equity method i 123.0 1301 1805 . 167.3 171.0 - 2407
Share of profit of jointly controlled ‘ B T _—
entities (equity method) 6.7 1.9 56 | - @1 = 25 - 754
Pro forma EBITDA 129.7 1320 1861 |  176.4 . 1735 248.2 |
Depreciation (35.8) (41.5) (37.7} 487y . (545) - (50.3) |
Pro forma EBITA 93.9 90.5 148.4 | 1277 11900 T 19790
Amortisations : : (4.5) (1.7) @3 i @O - {22 - 3.1}
Pro forma EBIT 92.4 88.8 1461 | 1267 - 116.8 194.8 |
Net financing costs : 30.7)
Income tax expense
Pro forma NPAT

Pro forma NPAT (pre amortisation}*5

Notas:

M SS pro forma histerical financial information has been transtated into A$ at the average monthly exchanga rate for the financial year bemg
US$0.735:A$1.00 for FY2004 and USS0.761:A%$1.00 for FY2005.

@ US$ Forecast Financlal information for FY200B has been translated into A$ at US$0.750:A%$1.00.

3 Pro forma EBITDA, pro forma EBITA and pro forma EBIT exclude foreign exchange gains and losses on financing items, gains and Josses on hedging
instruments relating to financing items, Interest costs arising from the unwinding of the effect of discounting on defined benefit pension plans and on
provisions and ravenue arising from the expected return on defined benefit plan assets. Thess itams ara included in 1he definition of net financing costs
as dascribed in Note C.1.4 of the Appendix,

%) Amortisation charges relates to intangible assets arising from acquisitions.
5 Pro forma NPAT (pre amortisation) excludes amortisation and tha associated tax effect.

81 As noted in Section 7.2.3, the pro forma historical financial information has been presented to the EBIT level only as the Dyno Nobel businesses
historically operated under a different corporata structure with different debt and tax profiles.

TABLE 8.2.2: KEY PRO FORMA FINANCIAL INDICATORS BY SEGMENT (EQUITY METHOD BASIS)

Pro forma
Pro forma Pro forma Pro forma consolidation - Pro forma
North America Austratia . DetNet adjustments - total
US$m FY2005 FY2006 FY2005 FY2006 FY2005 FY2006 FY2005 FY2006 FY2005 FY2006
Pro forma revenue from
operating activities 931.8 9708 2096 2155 - - (5.3} - 11361 1,186.3
Pro forma gross profit 3320 3686 47.2 585 - - (0.2) - 3790 4271
Pro forma EBITDA? - 116.9 16341 18.6 257 (3.2 (2.7 (0.3} - 132.0 186.1
Pro forma EBITA! a1.7 1319 - 123 18.2 (3.2) (2.7) (0.3) - 90.5 148.4
Pro forma EBIT! 80.0 120.6 12.3 19.2 (3.2) (2.7) (0.3} - 88.8 1461°
Nota: ’ ’

11 Pro forma EBITDA, pro forma EBITA and pro farma EBIT inclucts the Group's aquity accounted share of the net profit after tax of the jeint veniure entities.
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Proportionate consolidation basis )
TABLE 8.2.3: PRO FORMA FORECAST STATEMENT OF REVENUE AND EBIT (PROPORTIONATE CONSOLIDATION BASIS)

FY2004 FY2005 FY20086 FY2004 FY2005 . FY2006

. ussm us$m USSm ASm - A$m ASm

Revenue from operating activities 1,085.5 1,273.8 1,3258 | 14769 - 1,6739 . 17678
Cost of sales (684.6) (8432) (8457) | - (9315) “IU(11080): 5 (11276):
Gross profit _ ‘ 4009 4306 4801 | - 5454 . 5659 . 6402
Other income . 0.6 17 - |7 o8 o 220
Other expenses ' (258.0) (283.6) (277.6) | :(351.0% i ~(372.7: 1 (370.9):
Pro forma EBITDA - 143.5 148.7 2025 | 1952 . 1954  ° 270.0 |
Depreciation ' {43.6) (50.4) @e) § (593) - (66.2) i (61.5)4)
Pro forma EBITA 99.9 98.3 156.4 L1359 - 129.2 208.5 |
-Amortisation - (1.8) {2.1) 26) | 7 @23 7 s T (Es)
Pro forma EBIT 98.1 . 96.2 153.8 | .133.6 .. 126.4 - 205.0
Net financing costs : (26.9) i B (35.9)
Income tax expense 441y § “(58.7):

Pro forma NPAT
Pro forma NPAT (pre amortisation)}

82.8

Nota: Refer to the notes to Table 8.2.1 for details of exchangs rates applied, definition of intarast, components of amortisation and rationale for FY2004 and
FY¥2005 results only being presented to a pro forma EBIT level.

TABLE 8.2.4: KEY PRO FORMA FINANCIAL INDICATORS BY SEGMENT (PROPORTIONATE CONSOLIDATION BASIS)

Pro forma
Pro forma Pro forma Pro forma consolidation Pro forma
North America Australia DetNet adjustments total

ussm FY2005 FY2006 FY2005 FY2006 FY2005 FY2006 FY2005 FY2006 FY2005 F‘Y2006 '
Pro forma ravenue from .

operating activities 1,034.1 1,073.2 2364 2427 10.3 15.4 (7.0} (5.5) 1,273.8 1,3258
Pro forma gross profit 367.2 399.9_ 60.4 75.7 3.2 4.5 {0.2) - 4306 4801
Pro forma EBITDA 123.8 169.7 273 35.0 (2.3) 2.2 {0.1) - 148.7 2025
Pro forma EBITA 851 135.0 159 23.9 {2.6) (2.5) (0.1) - 98.3 156.4
Pro forma EBIT . B33 1326 - 159 239 {2.9) (2.7) (043} - 96.2 1563.8
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SECTION 08 DIRECTORS' FORECAST

Table 8.2.5 below provides a direct comparison of the Directors’ Statutory Forecast and the D:rectors Pro Forma Forecast
(on both an equity method basis and a proportionate consolidation basis).

TABLE 8.2.5: STATUTORY, PRO FORMA (EQUITY METHOD BASIS) AND PRO FORMA (PROPORTIONATE CONSOLIDATION BASIS) STATE-

MENTS OF REVENUE AND EBIT - F¥2008

. Proforma proportlonate

Pro forma Pro forma

Pro forma proportionate

equity method consolidation equity method consolidation

Statutory basis basis Statutory . basis basis

Ussm ussm USSm ASm A$m . A$m

_ FY2006 FY2006 = FY2006 FY2006 _FY2006 FY2006
Revenue from operating activities 1,169.7 1,186.3 13258 |- 15506~ 15818 - 17678
Cost of sales (749.9) (759.2) 845.7) 177 (996.9) T (1, 012.8). w1 (11976)
Gross profit ~ 419.8 4271 4801 |- 5597 - 5695 640.2
Other expenses (258.2) (246.8) (277.6) 7' (344.3) - (3%8.8) ¥ (370 2
EBITDA before share of profit of . S T '

jointly controlled entities accounted 7 ‘-:w::' S CHRE R
for using the equity method 161.6 180.5 202.5 215.4 2407 2700 ]
Share of profit of jointly controlled G T A "
entities (equity method) 5.5 5.6 - 7.4 75 . 7 -
Pro forma EBITDA 1671 186.1. 202.5 2228 - 24B2°.° - ©2700..
Depreciation (37.2) (37.7) (46.1) 49.7)- - (503) -~ (B15)|
Pro forma EBITA 129.9 148.4 1564 | 7 4731 i 19797 1 ' 2085
Amortisation {2.3) (2.3) @6 |. (30 @1 . {35
Pro forma EBIT 1276 146.1 153.8 |+ 1701 1948 ’2050 :
Net financing costs (32.2} (23.1) (26.9) (42.9) S gon (35.9) -
Income tax expense (33.8) (40.2) (44.1) - (45.0) 537) 7. (68.7).
Pro forma NPAT 61.6 82.8 82.8 822 P 1104 1104
Pro forma NPAT {pre amortisation) 63.3 . 846 84.6 844 . 27 - 1127

Note: Rafer to tha notes ta Table B.2.1 for details of exchange rates applied, definition of interest and amortisation.

Management’s discussion and analysis
of Directors' pro forma ferecasts

The commentary included in this Section 8.3 discusses
the key factors that are forecast to impact the financial
performance of the Dyno Nobe! Group in FY2006. o
Management’s discussion and analysis should be read
in conjunction with the tables of key pro forma financial
-indicators {Tables 8.2.2 and 8.2.4).

Investors should be aware that the timing of actual
events, and the magnitude of their impact, may differ
from that assumed in preparing the Directors' Pro Forma
Forecast, and that this may have a materially positive or
negative effect on the Dyno Nobel Group's actual financial
performance or financial position.

8.3

Dyno Nobal Limited
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The Directors’ Pro Forma Forecast has been prepared
on the basis of key best estimate assumptions set out
in Section 8.4. Investors are advised to review thase
assumptions in conjunction with the sensitivity analysis set
out in Section 8.6, the risk factors set out in Section 11 and

" other informaticn set out in this Prospectus,

8.3.1 Forecast financial information FY2006
8.3.1.1 Consoclidated

Equity method basis

Pro forma revenue, on an equny method basis, is
forecast to increase from US$1,136.1 million in FY2005 10
US$1,186.3 million in FY2008. The principal drivers of this
inCrease are:

> continued price increases in raw materials in the US
which are passed on to customers; and

> volume growth reflecting the current market conditions
across both North America and Australia.

.




Pro forma EBITDA is forecast to increase from
US$132.0 million in FY2005 to US$186.1 million in FY2008.
The principal drivers of this increase are:

> approximately US$26.5 millicn due to earnings uplift and
synergies generated from recent acquisitions including
approximately $5.0-million relating to the non-recurrence
of the one-oif issues relating to loss-making contracts in
ET and workforce strike action at a major customer of
Nitrochem’s Maitland operation;

"> approximately US$20.0 millicn due to:

> growth in the underlying operations driven by positive
market conditions {approximately US$11.0 million); and

> a return 1o normal production levels at Cheyenne,
QNP and Kwinana in FY2006 following the extended
shutdowns experienced in FY2005 (approximately
US$9.0 million);

> approximately US$3.5 million due te a shift to
in-house manufacturing of the Trojan Booster product
. range resulting from the purchase of Spanish Fork
manufacturing equipment

> approximately US$4.0 million due to:

> specific incremental ‘cost reduction |mt|at|ves across
the business.

The Directors’ Pro Forma Forecast includes the full year
impact of each of these initiatives. The Directors' Statutory
Forecast as set out in Table 8.2.1 and reconciled in Section

-8.5 includes these initiatives based on the actual amount

expected to be generated in the FY2006 statutory reporting
period.

Proportionate consolidation basis .

On a proportionate censolidation basis, the year-on-year
pro forma revenue growth is higher than on an equity -
method basis due to increased pro forma revenue across
the Joint Ventures, and an increase in pro forma revenues
generated by QNP in Australia following the extended
shutdown in FY2005,

8.3.1.2 North America

Equity method basis

In North America, pro forma revenue, on an equ|ty method
basis, is forecast to increase by 4% to US$970.8 milion
in FY2006 driven by increases in both AN-related and

IS products. Rising natural gas and ammonia prices are
expected to drive significant increases in AN prices into
FY20086 en the back of pass-through contracts and other
short term contracts priced according to market conditions.

Management believe prices on non-pass-through contracts |

can be increased at a similar rate reflecting the market -
understanding of the ammonia and energy-related impacts
on production costs. Volumes are expected to increase on
the back of growth in coal mining and quarrying demand.

Pro forma gross profit is expected to increase by 11% in
FY20086, with pro forma gross profit margins expected

to increase to 38% driven by continued efficiency
improvements achieved through the capital expenditure
program, offset by rising raw material costs (which, albeit
passed through to custorners in the main, dilute gross
margin percentages).

The increase In pro forma EBITDA from US$116.9 million in
FY2005 to a forecast US$163.1 million in FY2006 reflects
the synergistic benefit of recent acquisiticns, in addition

to continued revenue growth on a largely fixed cost base
business.

The acquisitions of ETI and Nitrochem's Maitland plant are
expected to generate synergies, principally from improving
utilisation across the enlarged group’s AN manufacturing
footprint and distribution network and the integration of
back office administrative functions.

Other earnings drivers are the buy-cut of the remaining
interests in two Joint Ventures, the expansion of the
Cathage facility to accommodate in-house manufacturing
of the Trojan Booster product range and market growth in
the undertying Dyno Nobel business.

Proportionate consolidation basis

. On a proportionate consolidation basis, pro forma

revenue is expected to increase from US$1,034.1 million
to US$1,073.2 million dug to continued strong market
conditions being experienced by Joint Ventures.

The pro forma EBITDA forecast cn a proportionate
consolidation basis reflects similar trends to the equity
accounted pro forma EBITDA.

8.3.1.3 Australia

During FY2006, the Australian business is forecast to
benefit from continuing high demand from the coal

and metals mining sectors without the offsetting costs
associated with the major shutdown in QNP in FY2005.
Buring the first half of FY2005, the business suffered due
to import costs incurred as a result of demand for AN
exceeding available supply. Since then, management has

"been actively managing-the contracted demand of its

customers to ensure that it minimises higher AN import
costs which is expected to result in 1ncreased proﬁtablllty
during FY2008.

Equity method basis

The pro forma revenue of the Australian-business on an
equity method basis is forecast to increase to 15$215.5
million which represents a 3% increase on FY2005. This
is as a result of the transition to higher value sales, price

increases and néw contracts across the broad spectrum of

the Australian business.

Pro forma gross profit is forecast to increase by

US$11.3 million as a result of improved management of
AN volumes to meet customer demand from local supply
such that the business does not incur significant costs of
imported AN as happened in FY2005.

To the extent that customer demand cannot be met by AN

Dyno Nobel Limited
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sourced in Australia, the business is now contracting with
customers to supply AN-related products at pnces based
on the import cost.

Pro forma indirect costs are forecast to increase by 27% in
FY2006. This increase is a result of increased operational
costs to support the increased business (in particular,

-freight and oil-based costs} as well as general salary and -

cost increases:

The increase in pro forma EBITDA from US$18.6 million
in FY2005 to a pro forma forecast US$25.7 mitlion in
FY2006 reflects the increased profitability of AN sales

" due to all committed AN supply services planning to run

without a major shutdown in Y2006 and the business
largely avoiding the d|rect impact of the higher costs of

. imported AN,

Pro forma depreciation in FY20086 is expected to increase
as a result of pro forma capital expenditure expected to
be incurred during FY2006 as well as a full year impact

of depreciating the FY2005 capital expenditure.

. Proportionate conselidation basis
On a proportionate consolidation basis, pro forma revenue -
. is forecast to increase to US$242.7 million (3% growth) due

to increased volumes available from QNP. The increased
pro forma revenue is driven by increased production levels,
with no major AN plant shutdowns planned during FY20086,
The FY2006 forecast production volumes are forecast to
be slightly higher than FY2004 (the last year that did not
include a major shutdown) as a result of plant efficiencies
achieved following the extended shutdown during FY2005.

The pro forma EBITDA forecast on a proportionate
consolidation basis reflects similar trends.to the equity

"accounted pro.forma EBITDA.

Translation impact

Average exchangs rates have been used to translate the
FY2005 and FY2006 results of the Australian business
from Australian dollars to US dollars, The Australian dollar
is forecast to depreciats (1.5%) in FY2006 compared to the
average rate during FY2005 with the assumption based on
forward rates at the time of preparation of the Directors'
Forecast presented in this Section 8.

8.3.1.4 DetNet

Dyno Nobel's share of DetNet pro forma revenue is forecast
to increase by 50% to US$15.4 million {on a proportionate
consolidation basis) as a result of increased pro forma sales

"volumes, particularly of Quickshot, Hotshot and Digidet in

North America and Australia. The increased sales volumes

“are driven by the research and development and sales and

marketing activity undertaken historically to oevelop and
market the products. ,

Dyno Nobel's share of DetiNet pro forma gross profit is
{orecast to increase by US$1.3 million due to increased
sales volumes. The pro forma gross profit margin is forecast
to decrease slightly from 31% t0 29% due to marketing

Cyno Nobel Limited
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activity such as samples and introductory pricing.

Dyno Nobel's share of the indirect costs of DetNet

are forecast to increase by US$1.2 million (22%) due
predominantly to increased sales and marketing and
research and development costs to support the increased
sales volumes,

The Company's pro forma share of the loss after
interest and tax of DetNet is foraecast to decrease from

. US$(3.2) millien in FY2005 to US${2.7) million in FY2006.

8.4  Key assumptions underlying the
Directors’ forecast:

8.41 General assumptions
The following general assumptions are relevant to both the

Directors’ Pro Forma and the Directors’ Statutory Forecast,

unless specifically stated otherwise:

> while Dyno Nobel's exposure to fluctuations in the North
American and Australian-economies (and specifically the
level of mining, quarry and construction activity) is mitigated
by the geographic diversification within these regions, the
Directors' Forecast assumes that there are no significant
changes in prevailing economic conditions nor in the rate
of economic growth in North America and Australia which
may have an adverse impact on the level of expenditure on
commercial explosives;

= no significant industrial, contractual, environmental or

legal claim or political disturbances impact Byno Nobel
and the continuity of its operations;

> no significant change in the legislative regimes (including.

in relation to'tax) and regulatory environments in the
jurisdictions in which Dyno Nobel or its key customers
or suppliers operate which will materrally impact on the
Directors’ Forecast;

> all key personnel are retained in the business throughout
FY2006;

> notmthstanding Dyno Nobel!'s investment objectives, no
acquisitions are completed or investments made by Dyno
Nabel and thers are no divestments of any busmesses of
assets during the Forecast Period; -

> a major expansion program in relation to the Cheyenne
facility is commenced but is not operational during
FY2006 and all costs associated with the building and
commissioning of this plant are capitalised;

> no material changes to AIFRS or other mandatory

professional requirernents, including the Urgent Issues
Group Consensus Views and the Corporations Act,
which may have a materiat effect on Dyno Nobel's
financial results and reported cash flows during the
Forecast Period; C

. > no material beneficial or adverse effects ansnng from the

actions of competitors; .
> the market continues 1o accept the cost volatility of



key raw material inputs, particularly natural gas and
ammonia, and accept rise and fall thereto;

= in relation to the Directors' Pro Forma Forecast, no
change in the Company’s debt and capital structure
other than as set out in, or contemplated by, this
Prospectus; and

> no material amendment te any material agreement
or arrangement relating to Dyno Nobel's businesses. -
The parties to those agreements and arrangements
are assumed to continue to comply with the terms of
all material agreements and arrangements.

8.4.2 Specific assumptions

The foliowing best estimate assumptions have been
adopted by the Directors in preparing both the Directors’
Pro Forma Forecast and the Directors’ Statutory Forecast,
uniess otherwise stated:

8.4.2.1 Operating revenue

The forecast pro forma revenue for FY2006 has been
prepared using a bottom-up approach, such that each
operating unit is predominantly responsibfe for setting its
own forecast depending on local conditions. Underlying
this approach is a general view of overall market growth.
For the North American coal market, growth is forecast at
1% by value while growth in the quarry and construction
market is forecast at 3% by value. For the Australian
market, overall growth is forecast at 4% by value, driven
by increased coal and iron ore mining activity. The bottom-
up forecast takes into account local market conditions,
plant specific considerations, existing local and national
customer sales, new business, and pricing and volume
considerations.

8.4.2.2 Input prices :

The prices of natural gas and ammania are Key inputs in
Dyno Nobel North America's manufacturing operations.
The North American AN facilities convert gas and/or
ammonia into AN, Natural gas and ammonia contribute
approximately 70% to the manufacturing cost of AN at
current ammeonia prices, The average price of purchased
ammonia is assumed to be US$375 per mt in 2006 and
indexed to movements in the gas price thereafter. Natural
gas prices are assumed to be US$10.00 per MMbtu over
the Forecast Period. The Directors’ Forecast assumes such
raw material price rises are wholly passed on o customers
through the use of pass-through contracts or where no
pass-through contracts exist, the price rise will be passed
on as conditions require. .

in its Australian operations, other than QNP, Dyno Nobe!
primarily sources AN from third parties and is therefore
reliant on the price of local and imported AN in that market.
The price of locally sourced AN has been forecast at
contracted rates. Imports are assumed to be sourced
competitively on the international market plus local

handling/freight costs. QNP raw material costs are forecast

at contracted rates which are CPl linked.

Both the North American and Australian businésses use

oil derivatives in the form of diesel and fuel ofl in both
transportation and as raw material in their AN products.
Assumptions for these inputs were based on the prices
actually incurred by the respective businesses in and
around August and September 2005, At that time, the oil
price based on the Nymex Qi WTI index was approximately
US$65 per barrel.

The cost of other key inputs, including labour costs and
other raw material and indirect costs, is assumed to move
in line with or above CPI.

8.4.2.3 Utilisation levels - North America

The Directors' Forecast assumes plant utilisation levels

of 95% of capacity for Dyno Nobel's North American

AN plants. Management believes this is a reasonable
operating level and allows for a“normal” level of shutdown
{for maintenance purposes). The financial impact of an
unplanned shutdown is considered as part of the sensitivity
analysis in Section 8.6.

8.4.2.4 Utilisation levels - QNP

It is assumed QNP operates at or slightly above its name-
plate capacity. The Directors’ Forecast allows for a “normal”
levet of shutdown (for maintenance purposes) but does not
allow for an unplanned shutdown which is considered as
part of the sensitivity analysis below,

8.4.2.5 |Initiation Systems
IS unit gross margins in North America and Australia, and,

~ to alesser extent, energy-related pricing, are assumed to

mave in line with CPI, while volumes of NONEL® sales are
forecast to grow in line with market conditions.

Gross margins are assumed to remain stable over the
Forecast Period due to the continued benefits flowing from
improving manufacturing processes to lower costs and
other production efficiencies.

8.4.2.6 Contractual position - North America
Contracts are assumed to be renewed on equivalent terms
as they expire.

8.4.2.7 Contractual position ~ Australia

All contracts for the supply of AN are assumed to be in
place throughout FY2006 and were they expire during the
Forecast Pericd, they are assumed to be renewed on a
basis consistant with historical experience. Whilst the
contracts generally only specify expected AN volumes,
accompanying IS sales volurmes are not contracted.
Prices on both AN and IS are generally fixed throughout
the Forecast Period arid the Directors’ Forecast reflects
these prices.

Dyno Nobel Limited
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8.4.2.8 Operating expenses

The forecast operating expenses for FY2006 have been
prepared using a bottom-up approach such that each
operating unit is responsible for setting its own forecast
dependent upon local conditions. The bottom-up forecasts
take into account salaries, bonuses and other employment

" costs {including superannuation and employment taxes)
- by employee at FY2006 pay rates. In addition, utilities and

transmission, telecommunications, rates and rent and
promotions and marketing are based on contracted terms
or historical experience. The Directors and CEO undertake
a process of refining the bottom-up forecasts based on

a top-down analysis to take into consideration broader
market conditions and outlook and corporate initiatives
and strategies.

8.4.2.9 Fixed cost savings

Additional net fixed cost savings are expected in FY2006
due to the full year impact of cost eliminations already
achieved in FY2005. The-pro forma historical financial
information has been adjusted to reflect the change in cost
structure on the reorganisation cf the Dyno Nobel Group
and hence there are no incremental savings in FY2005

in the Directors’ Pro Farma Forecast assomated W|th the
restructure.

There are, howsver, a number of other specific initiatives
underway for FY2008 for which the Directors’ Pro Forma
Forecast assures a full year benefit. The Directors’
Statutory Forecast reflects the actual timing of these
initiatives and the one-off costs to be incurred-in realising
them.

8.4.2.10 Public company costs

The Directors’ Forecast for FY2006 assumes public
company costs in the order of US$2.5 million pa, including
the costs of reporting, independent Directors, Directors’
and officers’ insurance, communlcatlons, compliance and
registry.

8.4.2.11 Depreciation

Forecast depreciation for FY2006 per the Directors’ Pro
Forma Forecast of US$37.7 million on an equity method
basis (US$46.1 million on a proportionate consolidation
basis) is based on pro forma depreciation on assets held

- at 31 December 2005 plus additional depreciation on

forecast capital expenditure. Depreciation expenss per the
Directors’ Statutory Forecast reflects the tlmmg of the ET!
acquisition in February 2006.

8.4.2.12 Amortisation

Forecast amortisation for FY2006 of- US$2 3 million on an
equity method basis relates to amortisation of intangible
assets relating to acquisitions. There is no amortisation

of acquirad goodwill.

Dyno Nobel Limited
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8.4.2.13 Sale of Orica Businesses

The Directors’ Forecast does not include any income

or expense in refation to the Orica Businesses sold on
30 November 2005. Subsidiaries sold as part of the sale
process ceased being consolidated in the results of DNH
from 30 November 2005, ' ' '

8.4.2.14 Capital expenditure

Forecast capital expenditure for FY2006 of Us$88.2 million
for the controlled entities is based onvboth historical
experience, forecast requirements of the existing business

- maintaining all six AN facilities on a replacement cost

basis, as well as a number of development and expansion
initiatives to grow earnings. The Directors’ Forecast
assumes all of the forecast capital expenditure for FY2006
will be funded by operating cash flows. Further details on

- capital expenditure are provided in Section 8.7.2.

8.4.2.15 Net financing cost

- Forecast net financing cost per the Directors’ Pro Forma- -

Forecast are based on'existing funding and banking
arrangements as summarised in Section 12.5.5. The
Directors' Statutory Forecast reflects the higher interest
cost relating to debt levels prior to this Offer. The forecast
cost reflects the fact the Dynao Nobel Group carries a fixed
rate interest swap over US$350 million of the debt. The
net financing cost includes interest revenue that would be
receivable on cash levels of US$35 million, which Dyno
Nobel’s management believe is the normal cash position
of the Group.

8.4.2.16 Tax

The effective tax rate of the Dyno Nobel Group is assumed
to be 35% in FY20086, reflecting the high proportion of
profits expected to be generated in North America. Note
that the actual tax rate on a cash basis may be lower as the
Group had accumulated tax losses on a pro forma basts at
31 December 2005 (refer to Note C.5 in the Appendtx)

8.4.2.17 Expenses of the Offer i
The forecast US$26.9 million {A$35.8 milllon) expenses of
the Offer are paid in full by the Company, but are recorded
against equity and hence have no impact on the Directors’
Forecast EBIT, either on a pro forma ora statutory basis.
8.4.2.18 Exchange rates
The following exchange rates have been used:
> US dollar:Austratian dollar exchange rate of
US$O.750:A$1;00 based on available forward rates at
the time of preparation of the Directors’ Forecast; and
> US dollar:Canadian dollar exchange rate of
US$0.865:C%$1.00 based on available forward rates
at the time of preparation of the Directors’ Forecast.




8.5 Directors Statutory Forecast

8.5.1 ' Basis of preparation

information will be prepared and presented in Dyno Nobel's
statutory financial report for FY2006.

The Directors’ Statutory Forecast comprises the summary Investors should note that the Directors’ Statutory Forecast
statutory forecast income statement of Dyno Nobel for includes 12 months of operations of DNH (and therefore,

FY2006, as set out in Table 8.5.1.

the Dyno Nobel Businesses), and not just the periad from

. The Directors’ Statutory Forecast has been prepared onthe acquisition of DNH by the Company (refer to Section 7.2.6

same basis as it is anticipated that consalidated financial for a description of the reverse acquisition accounting

treatment).

.

TABLE 8.5.1: RECONCILIATION OF DIRECTORS' PRO FORMA FOHECAST AND DIRECTOHS sTATUTORY FORECAST INCOME STATEMENT

FOR FY2006 (EQUITY METHOD BASIS)

' FY2006

FY2006
i ) Partyear  Significant Interest ..  Tax
Proforma  adjustment items - adjustment  adjustment _Statutory
USSm . USSm. Ussm UsSsm US$Sm © USSm

Revenue from operatlng activities . 1,186.3 (16.8) - - - 1169.7
Cost of sales (759.2), 9.3 : - - C— {749.9)
Gross profit 4271 (7.3) T - = ' - 419.8
Other income - - - - - -
Other expenses (246.6) (1.4) {10.2) - - (258.2)
EBITDA before share of profit of - '
jeintly controlled entities accounted - ‘ ]
for using the equity method 180.5 8.7} , 102y - - 161.6
Share of profit of jointly controlled . ’ _
entities (equity method) 568 - {0.1) - - - " 5.5
Pro forma EBITDA 186.1 {8.8) {10.2) - - 1671
Depreciation (37.7} 0.5 - - - (37.2)
Pro forma EBITA 148.4 {8.3) {10.2) ' - - © 1299
Amortisation (2.3} - -~ - - (2.3)
Pro forma EBIT " 146.1 {8.3) (10.2) : - - 127.6
Net financing costs {23.1) - - @9 - (32.2)
Income tax expense (40.2) - - 6.4 " (33.8)
Pro forma NPAT 82.8 {8.3) (10.2) C(9.) 6.4 " 616

Notes:

M US$ Forecast Financial Information for FY2006 has been transtated into A$ at US$0.750:A%1.00.

- Dyno Nobsl Limited
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B8.5.2 Partyear adjustments

The Directors’ Pro Forma Forecast includes the full year
impact of the earnings arising from new initiatives expected
to commence during FY2006 and all recent acquisitions on
the assumption they were in place on 1 January 2006.

In addition, the Dyno Nobel Group is undergoing .
considerable restructuring which includes reducing costs
in some areas of the business and incurring additional
expenses in other areas such as the establishment of a
new head office function in Australia. The Directors’ Pro
Forma Forecast assumes that all of the restructuring has
taken place by 1 January 2006.

The Directors’ Statutory Forecast includes an adjustment
o EBITDA of US$8.8 million to restate the Directors’

Pro Forma Forecast to reflect the actual timing of such
initiatives. The components of this are:

> acquisition of ETI for which the full year trading and .
synergy benefits from the acquisition in the statutory
FY2006 period are expected to be US$3.8 million less
than the full year benefit due to the phasing in of these
initiatives;

> acquisition of Nitrochem's Maitland AN facility for which
the benefit in the statutory FY2006 pericd is expected to
be US$1.5 million less than the full year benefit due to the
phasing in of cost saving initiatives;

» synergies and increased share of profits associated with
the buy-out of the Joint Venture shareholders in Dyno
East Kentucky and St Lawrence Explosives for which
the benefit in the statutory FY2006 period is expected
to be US$1.5 million tess than the full year benefit due to
the phasing in of cost saving initiatives and the full year
impact of the base trading of these subsidiaries;

> new business in Australia relating to AN trading which
is forecast to commence part way through the FY2006
perod (US$1.3 million}; and

> timing on non-acquisition related cost saving initiatives
{US$0.7 million).

8.5.3 - Significant items

The Directors’ Pro Forma Forecast has excluded
US$10.2 million of significant iterns on the basis that the
inclusion of these is not representative of the ongoing
results of the Dyno Nobel Group. These adjustments
include the following:

> integration costs associated with the recent acquisitions,
principally redundancy costs (US$6.5 million);

> redundancy costs associated with the Dyno Nobel
restructuring initiatives to the extent these have not been
recorded as at 31 December 2005 (US$2.5 million); and

> costs incurred in respect of pfe-feasibility studies on

potential new AN and ammaonia projects in Australia
(US$1.2 million).

Dyno Nobel Limited
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8.5.4 Interest adjustment

The net financing costs included in the Directors' Pro
Forma Forecast represent the full year impact of the debt
structure that will be in place following the Offer. Prior

to the Offer, the Dyno Nobel Group had a bridging loan
associated with the acquisition of the business from its
previous owners, which will be refinanced in conjunction
with the Oifer. Additional net financing costs as a result
of the bridging loan will be incurred from 1 January 2006
until comptetion cf the Offer. The pro forma net financing
cost includes interest revenue that would be receivable
on average cash levels of US$35.0 million, which Dyno
Nobel's management believe is the normal cash position
of the Group. The statutory net financing cost includes

- interest expense on overdraft borrowings of US$5.0 million

due to the impact of large one-off payments referred to in
Section 8.5.3 and acquisition payments which have been
funded through internal operations.

8.5.5 Tax adjustment
The tax adjustment represents the tax impact of the
adjustments described above.

8.6 Sensﬂmty analysis

The Directors’ Pro Forma Forecast in Section 8.2 1s based
on certain economic and business assumptions about
future events. Set out in the table below is a summary of
the sensitivity of the Directors’ Pro Forma Forecast NPAT

to variations in a number of key variables for FY2006. The
sensitivity analysis is specific to the selling prices, exchange
rates, volumes and costs forecast for FY2006, and reflects
the fact that in many cases the sales and costs prices are

either fixed or linked. The changes in the key variables

set out in the sensitivity analysis are not intended to be
indicative of the complete range of variations that may be
experienced.

Care should be taken in interpreting these sensitivities. The
estimated impact of changes in each of the variables has
been calculated in isolation from changes in other variables
over the full year. In practice, changes in variables may
offset each other or may be cumulative, and it is likely that
Dyno Nobel's management would respond to any adverse
change in one variable by taking action to minimise the net
effect on the Dyno Nobel Group’s eamings.

Presented below are some of the key sensitivities which
could affect the Directors’ Pro Forma Forecast NPAT. The
sensitivities do not assume any mitigating action takes place.
In addition, details on the impact of a delay in realisation of
synergy estimates has been included although by definition

-such a delay would only impact the Directors’ Statutory

Forecast.
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TABLE 8.6.1: SENSITIVITY ANALYSIS ON DIRECTORS' FORECAST NPAT FOR FY2006

Note:
1+ One short tonis approximately 0.9 times one metric tonne.

8.6.1  Sensitivities for the North American Business
The AN gross margin within the North American business
may be affected by either the demand for, or production

of, AN. The AN volumes sensitivity shows the impact of
areduction in AN demand, whilst an unplanned plant _
shutdown sensitivity reflects the possible impact of a
change in production level (the example used being the
Cheyenne ptant).

B8.6.11 _Heductlon‘of 5% in AN volumes
The estimated impact of a reduction in AN volumes

. takes into account the current "sald out” position in the

US, and as such, the volume reduction relates to lower-
margin purchased AN, rather than higher-margin internally
manufactured AN. This sensitivity is calculated on average
volumes lost across all AN products. The estimated impact
is the tax effected foregone sales revenue less sawngs in
raw material costs.

Ussm
NPAT impact
Sensitivities for the North Amencan business’ (on apro forma basis)
(a) Reduction of 5% in AN volumes -2.3
~ {b} Reduction of 5% in IS volumes -41
{c) US810/short! ton increase in ammonia cost -0.4
(d} US$0.50/MMbtu increase in natural gas price -0.5
(e) Unplanned shutdown of Cheyenne plant =20 days 1.3
Sensitivities for the Australlan business (on a pro forma baS|s)
{a) Reduction of 5% in AN volumes -0.2
{b} Reduction of 5% in IS volumes 0.7
{c) Increase of 5% in ammonia cost Nil
(d} Increase of 5% in natural gas price Nil
{e) Unplanned shutdown of Kwinana plant - 20 days -1.2
{f} Unplanned shutdown of QNP plant — 20 days -1.4
Sensitivities for the eonsoiideted Pro Forma Forecasts
(a) 5% weakening of the A$ versus the US$ ) 2.2
(6} Fuel prices: +/-10% ' +-2.2
(c) Interest rate: +/-50 basis points +/-01
Sensitivities for the consolidated Statutory Forecasts '
{a) Delay in achieving cost savings and synergies — three months ' -4

8.6.1.2 Reduction of 5% in initiation systems volumes
The estimated impact of a reduction in IS volumes
represents the tax effected foregone sales revenue less
savings in raw matenal costs. -

8.61.3 US$10/short ton increase in ammonia costs
The estimated impact of a US$10/short ton increase in the
price of ammoenia has been calculated taking into account
the level of business conducted on a pass-through basis.
This also assumes that no sales price increase would occur
on sales to the non-pass-through customers.

8.6.1.4 USS80.50/MMbtu increase in natural gas price
The estimated impact of a US$0.50/MMbtu increasse in the
natural gas price has been calculated taking into account
the level of business conducted on a pass-through basis.
This sensitivity also assumes that no sales price increase
would occur on the non-pass-through customers.

In addition, this sehsitivity does not assume an associated
increase in the cost of ammonia supplied by third parties. -

Dyno Nobel Limited
Prospectus
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8.6.1.5 Unplanned shutdown of Cheyenne plant

- 20 days
Table 8.6.1 shows the estimated impact of a 20 day
unscheduled shutdown of one of the two AN lines at
the Cheyenne plant. Should an unscheduled shutdown
occur at the Cheyenne plant, the US business would be
required to balance the supply throughout the cther North
American plants or purchase tons at market price to supply

contracted customers. The loss calcutated above includes |,

lost sales revenue and EBITA, increased costs to replace
AN with purchased tons, offset by avoided raw material
costs. This loss would not be covered by insurance since
the business interruption insurance does not take effect
until after 30 days of plant downtime.

8.6.2 Sensitivities for the Australian Business
Forecast NPAT for the Australian business is less
susceptible to short-term changes in market dynamics -
due to the nature of custormer/supplier contracting and

the smaller scale of the business. The majority of AN is
supplied by either CSBP under a fixed price comtract
expiring in 2011 or by QNP for which the main raw material
costs are fixed over FY2006. On the demand side, sales of
both AN and IS are made under fixed price contracts.

8.6.2.1 Reduction of 5% in AN volumes
The estimated impact of a 5% reduction in AN volumes
represents the difference in average sales revenue less the
direct costs associated with those sales revenues. This
impact has been calculated separately for the Dyno Nobs!
Australian business and QNP. The impact of a decrease
in AN valurnes has a positive impact on the earnings of
QNP becauss the business is currently importing relatively
higher cost AN to cover contracted volumes which exceed
the plant capacity and making a loss on these imports.

_ Therefore, the impact shown in Table 8.6.1 represents

- the net result of a negative impact on the Dyno Nobel

Australian business and the positive impact on QNP arising '

from a decrease in AN volumes.

8.6.2,2 Reduction of 5% in initiation systems volumes
The estimated impact of a 5% reduction in the NONEL®

"and IS sales volumes represents the difference in average
sales revenue less the average direct costs associated with
those sales revenues.

8.6.2.3 Increase of 5% in ammonia cost

The Australian business is not sensitive to the price of
ammonia due to the nature of the fixed price supply
contracts.

Dyno Nobal Limited
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8.6.2.4 Increase of 5% in natural gas price
Table 8.6.1 shows the estimated impact of a 5% increase

“in the price of natural gas in the context of the price of

AN during FY20086. Despite natural gas being the key raw
material in the production of AN, the Australian business
has no significam exposure to fluctuations in the price of
this input due to the pricing mechanisms of the supply of
AN. QNP has contracted a fixed price with a CPl escalation
for natural gas until 2009. The supply agresment between
the Australian business and CSBP for AN is at a fixed price
with a CP| escalation until 2011.

8.6.2.5 Unplanned shutdown of Kwinana plant

- 20 days ! ‘

Shoutd an unscheduled shutdown occur at CSBP’s
Kwinana plant, the Australian business would be required
to source up to the contracted AN level from imports. This
sensitivity therefore represents the difference between

the cost of imported AN and the AN sourced from the
Kwinana plant for the average volume of AN purchased
from the Kwinana plant in 20 days. Individual contracts
with customers contain provisions which seek to protect
Dyno Nobel in the case of a force majeura incident, the
benefit of which has not been included in these estimates.
Additionally, depending on the reasons-for the shutdown,
the contractual arrangement between Dyno Nobei and the
supplier may provide Dyno Nobel with the right to recover
some or all of that differential from the supplier, the benefit
of which has not been included in these estimates.

8.6.2.6 Unplanned shutdown of QNP plant - 20 days
Should an unscheduled shutdown occur at the QNP plant,
QNP would be required to source the contracted AN from
imports. This sensitivity therefore represents the Australian
business’ proportion (50%,) of the difference between the
cost of imported AN and the variable costs of praduction
of AN for the average volume of AN produced at the QNP
plant in 20 days. QNP's business interruption insurance
provides cover for the business only after 60 days of an
incident occurming that triggers the policy and hence has
no impact on the calculated sensitivity. Individual contracts
with customers also contain provisions which seek to
protect QNP in the case of a force majeure incident,

_ although these have been ignored for the purposes of this

calculation.



8.6.3 Sensitivities for the Consolidated Group
8.6.3.1 US3$/A$ exchange rate

Table 8.6.1 shows the estimated impact of a 5% wsaken:ng
in the Australian doliar versus the US dollar.. This impact
primarily represents the results of the Australian business
recorded in A3 translated into US$. The impact also takes
account the Australian business' 1S purchases for which
the price is fixed in US$ as part of the Umbrella Deed.
There is no significant impact of the US$/A% exchange rate

- on the underlying North American business when reported

in US dollars.

8.6.3.2 Fuel prices

The estimated impact of an increase or decrease in fuel
prices has been calculated based on a 10% movement in
the total cost of fuel-related expenditure in the forecasts. .
The key expenditure items affected would be direct freight,
bought-in freight and fuel oil purchases for ANFO and
emuision products.

The calculation takes into account the relevant percentage
of contracts which have pass-through clauses on fuel
prices. However, not all pass-through arrangements cover
fuel cost movements. In some cases the contract allows for
fuel price surcharge in certain circumstances but generally
these are for more significant increases {(more than the
10% modelled) and so any benefit has been ignored in this
calculation. In other words, if cil prices were to increase by
say 20%, the Directors would expect the impact to be less
than twice the 10% increase. -

8.6.3.3 Interest rate

Table 8.8.1 shows the astimated impact of a 50 basus pomt
increase or decrease in the interest rate, A 50 basis points
increase or decrease in the interest rate would have a

- US$0.1 million impact on the Directors’ Pro Forma Forecast

NPAT. This represents a movement in the interest charge

TABLE 8.7.2.1: DIRECTORS' PRO FORMA FORECAST CAPITAL EXPENDITUFIE

on the unhedged component of the debt. Refer to Section
12.5.5 for more details on Group debt facilities and the
hedging arrangements.

8.6.4 Sensitivities on Directors’ Statutory Forecast
for FY2006 )

8.6.4.1 Delay in achieving cost reduction and synergy
initiatives - three months

The sensitivities |dent|ﬁed in relation to the DII’QCtOI’S Pro
Forma Forecast are considered to be equally ralevant to
the Directors’ Statutory Forecast. In addition, the Directors

_consider the timing of synergy and cost restructuring

realisation to be an additional sensitivity relevant to the
Directors’ Statutory Forecast.

A three month delay in realising cost reduction and synergy
initiatives would reduce the Directors’ Statutory Forecast
NPAT by US$4.1 million.

8.7 Liquidity

8.71  Working capital

The Diractors’ Forecast assumes working capital increases
in fine with the assumed growth in underlying business,
with the usual seasonality profile expected to continue.

In addition to this normal level of growth, the recent
acquisition of Nitrochem’s Maitland AN business was
completed on a basis which saw the vendor retaining
responsibility for net trade receivables and payables. The
Directors’ Forecast therefore includes an amount to build
up working capital for this business to a normal level.

8.7.2 Capital expenditure

The Directors' Forecast assumes capital expenditure
of US$88.2 million on an equity method basis, and
US$93.6 million on a propertionate consolidation basis,
as set out in the following table:

FY2006 FY2004 FY2005 FY2006

FY2004 FY2005

Ussm USss$m " USEm ASm A%m A$m
Equity method basis ' S T
Maintenance 321 - 335 w2 w7 o a0 7 ses
Growth 5.2 9.2 44.0 AR e w2100 - BBY
Total capital expenditure 373 427 882 .. 508. . 561. - 178
Proportionate consolidation basis . : o
Maintenance - o 375 435 496. {5107 572 7 660
Growth . 58 10.1 440 F.. . 787+ .133°. . 587
Total capital expenditure 433 536 936 '58.9 705, ____:_12_4;_?_

Cyna Nobel Umited
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North America ) -

The capital expenditure forecast for the North

American business includes maintenance investment

of US$33.0 million (US$37.1 million including the North
American business’ shafe of Joint Venture maintenance
capital expenditure) and growth capital expenditure of
US$37.8 million (no growth capital expenditure in the Joint -
Ventures). The growth capital expenditure in North America
includes US$22.0 million in respect of an expansion of -
the Cheyenne AN production facility, which at this stage

is expected to be commissioned by the end of 2007. The
total capital expenditure required for this project is expected
to be US$40 million to USES0 million, to be spent during
FY2006 and FY2007. Other growth capital expenditure
includes expenditure on the integration of newly acquired
businesses to realise expected production synergies.

Australia

The capital expenditure forecast for the Australian business
includes maintenance investment of US$11.2 million
{(US$12.0 million including the Comparny's share of QNP
maintenance capital expenditure) and growth capital
expenditure of US$6.2 million {thers is no growth capital
expenditure in QNP).

" The capital expenditure forecast excludes amounts

in relation to the potential commissioning of a second
production facility in Queensland. The Dyno Nobel Group
is currently conducting a feasibility study and has entered
into discussions with customers over potential off-take
arrangements. Assuming agreement is reached and the
appropriate financing is available, the Company would
anticipate commaencing construction during FY20086.

The Directors’ Pro Forma Forecast excludes any capital
expenditure associated with this proposal on the basis it
would only proceed on a project financed basis.

Joint Venture capex

The forecast prepared on an equity mathod basis assumes

all joint ventures fund their capital expenditure reguirements
out of operating cash flows with no call on Dyno Nobel to
inject additional equity into joint venture entities to fund
such expenditure. The proportionate consolidation figures
include Dyno Nobel's share of this capital expenditure.

Dyno Nabel Limnited
Prospectus

8.8  Market risk

Dyno Nobel will be exposed to market risks associated With
interest rates and foreign currency exchange rates. This

- exposure to market risk will be affected by a number of

factors, including the absolute and relative levels of interest:
rates and fareign currency exchange rates, particularly with
respect to the exchange rate between the US dollar and
the Australian dollar.

> Interest rate risk Dyno Nobel will enter.into certain
interest rate swaps to convert floating interest rate -
axposure to fixed rates. These swap agreements entitle
-Dyno Nobel to receive, or obligate Dyno Nobel to pay, the
amount, if any, by which actual interest rate payments on
nominated loan amounts exceed or fall below specified
interest amounts. Refer Section 8.6.3.3 for more detail.

> Foreign exchange risk Approximately 80% of the
Dyno Nobel's revenues are generated in North America,
denominated principally in US or Canadian dollars. The
remainder is mostly denominated in Australian dollars.
While in general management considars the Dyno Nobel
Group to be well-hedged through having tha currency
of the cost base largely matching that of the revenue
base, Dyno Nobel enters into forward foreign exchange
contracts to further hedge foreign exchange risk when -
considered appropriate. All foreign currency transactions
are brought to account using the relevant exchange rate
in effect at the date of the transaction.
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SECTICN 09 INVESTIGATING ACCOUNTANTS' REPORT ON THE PRC FORMA HISTORICAL FINANCIAL INFORMATION

Deloitte.

The Directors

Dyno Nebel Limited

Level 20, 111 Pacific nghway
North Sydney -

NSW 2060

Australia

1 March 2006

Dear Sirs

DYNO NOBEL LIMITED - INVESTIGATING ACCOUNTANTS’ REPORT

Introduction

At the request of the Directors of Dyno Nobe! Limited (the Company) this report has been prepared for

Deloitte Touche Tohmatsu
ABN T4 490 121 060

180 Lonsdale Street
Melbournia VIC 3000

GPQ Box 788

Melbourne VIC 3001 Australia

DX 111

Tel: +81 (0) 3 9208 7000
Fax: +61{0) 3 9208 7001
www.daloitte.com.au

~

inclusion in a prospectus for the issue of fully paid ordinary shares at a price to be determined via a bookbuild

process (the Prospectus).

A number of defined words and terms used in this report have the same meamng as set out in the Glossary -

contained in the Prospectus.

Scope

You have requested that Deloitte Touche Tohmatsu (Deloitte) prepare an Investigating Accountants’ Report
reviewing the pro forma historical financial information set out in tables 7.3.1, 7.5.1 and 7.6.1 and the

Appendix' to the Prospectus (the Appendix) comprising the pro forma unaudited:

. Consolidated statements of revenue, EBIT and capitai expendirufes of the Dyno Nobel Group for the

years ended 31 December 2004 and 31 December 2005:
. Consolidated balance sheet of the Dyno Nobei Group as at 31 December 2005;
e Parent entity balance sheet of the Company as at 31 Dcccmt.mr 2005, énd .
. Notes to the above pro forma unaudited historical financial information

(referred to cellectively as the Pro forma Historical Financial ln.fonné'nion).

The Pro forma Historical Financial Information has been derived from historical financial information after .

adjusting for the pro forma transactions and/or adjustments described in the Appendix.

! The Appendix is a separate document lodged with ASIC, and is taken to be included as part of the Prospectus in

accordance with section 712 of the Corporations Act.

Dyno Nobel Limited
Prospectus
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The Directors of the Company are responsible for the preparation and presentation of the Pro forma Historical
Financial Information, including the determination of the pro forma transactions and/or adjustments.

The Pro forma Historical Financial Information is presented in an abbreviated form insofar as it does not
include all of the disclosures required by AIFRS applicable to annual financial reports prepared in accordance
with the Corporations Act. The pro fortna historical consolidated statements of revenue and EBIT have been
prepared to the level of “profit from ordinary activities before interest and income tax expense” (EBIT). The
pro forma consolidated statements of revenue and EBIT exclude the impact of the existing capital structure, as
reflected in interest expense and income taxes, as this capital structure is not considered relevant given
anticipated changes in debt and equity structures as a result of the proposed transactions.

The historical financial information in respect of Dyno Nobel Asia Pacific Limited (DNAP) and Dyno Nobel
Holdings USA II Inc (DN USA) upon which the Pro forma Historica) Financial Information is based has been
audited for the years ended 31 December 2004 and 31 December 2005. Audit opinions issued to the
respective members of DNAP and DN USA were unqualified.

‘Scope for Review of Pro forma Historical Financial Information

We have reviewed the Pro forma Historicat Financial Information in order to report whether anything has
come to our attention which causes us to believe that the Pro forma Historical Financial lnformatlon as set out
in tables 7.3.1, 7.5.1 and 7.6.1 and the Appendix does not present fairly the:

i} Pro forma consolidated financial performance and pro forma capital expenditures of the Dyno Nobel
Group for the years ended 31 December 2004 and 31 December 2005

ii) Pro forma consolidated financial position of the Dyno Nobel Group as at 31 December 2005
iii} Pro forma financial position of the Company as at 31 December 2005,

on the basis of the pro forma transactions and/or adjustments described in the Appendix, and in accordance
with the recognition and measurement principles required by AIFRS and other inandatory professional
reporting requirements in Australia and the accounting policies adopted by the Company and descnbed in the
Appendix.

Our review of the Pro forma Historical Financial Information has been conducted in accordance with
Australian Auditing Standards applicable to review engagements. Our review was limited to:

¢ Review of work papers, accounting rccords and other documents;

e A review of the pro forma transactions and/or adjustments made to the historical financial
mformauon

*  Analytical procedures applied to the financial data;

Dyno Nabel Limited
Prospectus
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¢ A comparison of consistency in app]icatibn of the recognition and measurement principles in AIFRS
and other mandatory professional repomng requirements.in Australia and the accounting policies
adopted by the Company and disclosed in the Appendix; and

»  Enquiry of Directors, management and others.

These procedures do not provide all the evidence required in an audit, thus the level of assurance we provide
is less than given in an audit. We have not performed an audit and, accordmgly, we do not express an audit
opinion.

Review Statement on the Pro forma Historical Financial Information

Based on our review, which is not an audit, nothing has come to our attention which causes us to believe that

the Pro forma Historical Financial Information as set out in tablcs 7.3.1, 7.5.1 and 7.6.1 and the Appendix,

does not present fairly the:

i} Pro forma consolidated financial performance and pro forma capital expenditures of the Dyno Nobel
Group for the years ended 31 December 2004 and 31 December 2005

ii) Pro forma consolidated financial position of the Dyno Nobel Group as at 31 December 2005 ‘
iii} Pro forma financial position of the Company as at 31 December 2005,-

on the basis of the pro forma transactions and/or adjustments described in the Appendix, and in accordance
with the recognition and measurement principles required by AIFRS and other mandatory professional
reporting requirements in Australia and the accounting policies adopted by the Company and described in the
Appendix. . : _ .

Subsequent Events

Subsequent to 31' December 2005 and up to the date of this report, nothing has come to our attention that
would cause us to believe material transactions or events outside the ordinary course of business of the
Company have occurred, other than the matters dealt with in this report or the Prospectus, which would
require comment on, or adjustment to, the information contained in this report, or whlch would cause such
information to be mlsleadlng

Independence and Disclosures of Interests

Deloitte do not have any interest in the outcome of this issue other than the preparation of this Report, the
preparation of the Review of the Directors’ Forecasts by Deloitte Corporate Finance Pty Limited and other
services in relation to the Offer for which normal professional fees will be received. Deloitte is the auditor of
the Company and DNAP and from time to time Deloitte also provides DNAP with certain other professional
scrvu:es for which normal professional fees are received.

Dyno Mobel Limited
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Responsibility
Deloitte has consented to the inclusion of this nvestigating Accountants’ Report in the Prospectus in the form
and context in which it is so included, but has not authorised the issue of the Prospectus. Accordingly,

Deloitte makes no representation regarding, and takes no responmbll:ty for, any other statements, or material
in, or omissions from, the Prospectus.

Yours faithfully

- — ‘
Vot bude Bt
DELOITTE TOUCHE TOHMATSU

.

Samantha Lewis
Partner

Dyno Nobel Limited
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SECTION 10 INDEPENDENT REVIEW OF DIRECTORS' FORECAST

Deloitte.

Note: This report consists of both a
Financial Services Guide and a Revuew
- of Directors’' Forecasts

Part 1 - Financial Services Guide
1 March 2006 .

What is a Financial Services Guide?

This Financial Services Guide (FSG) is an important
document whose purpose is to assist you in deciding
whether to use any of the general financial product
advice provided by Deloitte Corporate Finance Pty
Limited (ABN 19 003 833 127). The usc of “we”, “us”
or “our” is a reference to Deloitte Corporate Finance
Pty Limited as the holder of Australian Financial
Services Licence {AFSL) No. 241457, The contents of
this FSG include:

. who we are and how we ¢an be contacted

. what services we are authorised to provide undcr
our AFSL

. how we (and any other relevant parties} are

remunerated in relation to any general financial
product advice we may provide

. details of any potential conflicts of interest

. details of our internal and external dispute
resolution systems and how you can access them.

Information about us

We have been engaged by the Directers of Dyno Nobel
Limited to give general financial product advice in the
form of a report to be provided to-you in connection
with a review of the Directors’ financial forecasts. You
are not the party or parties who engaged us to prepare
this report. We are not acting for any person other than
the party or partics who engaged us. We are required to
give you an FSG by law because our repert is being
provided to you. You may contact us using the details
located above.

Deloitte Corporate Finance Pty Eimited is ultimately
owned by the Australian partnership of Deloitte Touche
Tohmatsu. The Australian * partnership of Deloitie
Touche Tohmatsu and its related entities provide
services primarily in the areas of audit, tax, consulting,
and financial advisory services. Qur directors may be
partners in the Australian partnership of Deloitte
Touche Tehmatsu.

The., Australian partnership of Deloitte Touche
Tohmatsu is a_member firm of the Deloitte Touche
Tohmatsu Verein, As the Deloitte Touche Tohmatsu
Verein is a Swiss Verein (association), neither it nor any
of its member firms has any liability for each other's
acts or omissions. Each of the member firms is a

Dynio Nabet Limited
Prospectus

Delcitte Corporata Finance Pty Limted
ABN 19 003 833 127
AFSL 241457

180 Lonsdale Street
Malboumne VIC 3000
GPOBox788
Melboume VIC 3001 Ausiralia

DX 11t

Tel: +61 () 29208 7000
Fax: +61(0)3 5208 7716
www.deloitte.com.au

separate and independent legal entity operating under
the names "Deloitte,” "Deloitte & Touche," *Deloitte
Touche Tohmatsu," or other related names.

The financial product advice in our report is provided
by Deloitte Corperate Finance Pty Limited and not by
the Australian partnership of Deloitte Touche
Tohmatsu, its related entities, or the Deloitte Touche
Tohmatsu Verein.

We do not have any formal associations or relationships

with any entities that are issuers of financial products.

However, you should note that we and the Australian
partnership of Deloitte Touche Tohmatsu (and its
related bodies corporate) may from time to time providc
professional services to financial product issuers m the
ordinary course of business.

What financial services are we licensed
to provide?

The AFSL we hold autherises us to provide the following
financial services to both retail and wholesale clients:

- to provide general financizl product advice in
respect oft

= debentures, stocks or bonds to be issued or
proposed to be issued by a government

— interests in managed investment schemes
including investor directed portfolio services

- securities.

L] to deal in a financial product by arranging for
another person to apply for, acquire, vary or
dispose of financial products in respect oft
— debentures, stocks or bonds issued or to be

" issued by a government

~ interests in managed investment schemes
including investor directed portfolio services

—  securities,

Information about the general financial
product advice we provide

The financial product advice provided in our report is
known as “general advice” because it does not take into
account your perscnal objectives, financial situation or
needs. You should consider whether the general advice
contained in our report is appropriate for you, having
regard to your own personal objectives, financial
situation or needs.




Deloitte.

If our advice is being provided to you in connection
with the acquisition or potential acquisition of a
financial product issued another party, we recommend
you obtain and read carefully the relevant offer
documnent provided by the issuer of the financial
product. The purpose of the offer document is to help
you make an informed decision about the acquisition of
a financial product. The contents of the offer document
will include details such as the risks, benefits and costs
of acquiring the particular financial product.

How are we and our employees
remunerated?

Our fees are usually determined on an hourly basis;
however they may be a fixed amount or derived using
another basis. We may also seek reimbursement of any
out-of-pocket expenses incurred in providing the
services.

Fee arrangements are agreed with the party or parties
who actually engage us, and we confim our
remurneration in & written letter of engagement to the
party or parties who actually engage us.

Neither Deloitte Corporate Finance Pty Limited nor its
directors and officers, nor any related bodies corporate
or associates and their directors and officers, receives

any commissions or other benefits, except for the fees .

for services rendered to the party or parties who actually
engage us. Our fee is disclosed in Section 12 in the
relevant PDS or offer document prepared by the issuer
of the financial product.

All of our employees receive a salary. Our employees
are eligible for annual salary increases and bonuses
based on overall performance but do not receive any
commissions or other benefits arsing directly from
services provided to you. The remuneration paid to our
directors reflects their individual contribution to the
company and covers all aspects of pcrfonnancc Our
directors do not receive any commissions or other
benefits in connection with our advice.

We do not pay commissions or provide other benefits to
other parties for referring prospective clients to us.

Responsibility

The liability of Deloitte Corporate Finance Pty Limited

is limited to the contents of this FSG and our report
referred to in this FSG.

What should you do if you have a
complaint? -

If you have any concerns regarding our report, you may
wish to advise us. Our internal complaint handling

process is designed- to respond to your concems
promptly and equitably, P]ease address your complaint
in writing to:

The Complaints Officer
Practice Protection Group
PO Box N250

Grosvenor Place

Sydney NSW 1220

If you are not satisfied with the steps we have taken to
resolve your complaint, you may contact the Financial
Industry Complainmts Service (“FICS”). FICS provides
free advice and assistance to consumers to help them

resolve complaints retating to members of the financial _

services industry.Complaints may be submitted to FICS
at: - .

Financia! Industry Complaints Service
PO Box 579 '
Collins Street West

Melbourne VIC 8007

Telephone: 1300 780 808

Fax: +61 3 9621 2291 .
Internet: http://www fics.asn.au

If your complaint relates to the professional conduct of
a person who is a Chartered Accountant, you may wish
to lodge a complaint in writing with the Institute of
Chartered Accountants in Australia (“ICAA™). The
ICAA is the professional body responsible for setting
and uphelding the professional, ethical and technical

standards of Chartered Accountants and can be

contacted at:

The Instirute of Chartered Accountants
GPO Box 3921

Sydney NSW 2001

Telephone: +61 2 9250 1344

Fax: +61 29262 1512

Specific contact derails for lodging a compliant with the

" ICAA can be obtained from their website at

http:/fwrww.icaa.org. aw/about/index.cfim.

The Australian Securities and Investments Commission
(“ASIC™") regulates Australian companies, financial
markets, financial services organisations and
professionals who deal and advise in investments,
superannuation, insurance, deposit taking and credit.
Their website contains information on lodging

complaimts about companies and individual persons and |

sets out the types of complaints handied by ASIC. You
may contact ASIC as follows: ’

Info line: 1 300 309 630
Email: jnfoline(@asic.gov.au

Internet: hitp://www.asic.gov.aw/asic/asic.nsf
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ABN 19003 833 127
AFSL 241457
180 Lonsdale Straat
. . . ' Melboume VIC 3000
. . GPO Box 788 -
Part 2 - Review of Directors’ Forecasts ‘ Melboume VIC 3001 Austaia
. . DX 111
The Directors : - . + Tak-+61(0) 3 9208 7000
Dyno Nobel Limited Fax: ;’mm 35208 7718
Leve! 20, 111 Pacific nghway ' Hrw.Oelolte.com.au
North Sydney
NSW 2060
Australia
1 March 2006

Dear Sirs
REVIEW OF DIRECTORS’ FORECASTS o
Introduction

At the request of the Dircctors of Dyno Nobel Limited {the Company) this report has been prepared for

inclusion in a prospectus for the issuc of fully.paid ordinary shares at a price to be determined via a bookbuild
" process (the Prospectus). Deloitte Corporate Finance Pty Limited {Deloitte Corporate Finance) is wholly

owned by Deloitte Touche Tohmatsu and holds the appropriate Austmllan Financial Services licence for the

issue of this report. :

A number of defined words and terms used in this report have the same meaning as set out in the Glossary,

contained in the Prospectus. . .

- The Directors arc solely responsible for the preparation and prescntation of the financial forecasts of the
Company for the year ending 31 December 2006 comprising the Directors’ pro forma forecast and the
Dircctors' statutory forecast as sct out in Table 8.2.1 and Table 8.5.1 of the Prospectus (the Forecasts) and the
information contained thercin, including the assumpt:ons on which they are based and the sensnmty of the
Forgcasts to changes in key assumpnons

Scope of Report

This report has been prepared having regard to the guidance set out in AGS 1062 “Reporting in Connection
with Proposed Fundraisings™, ASIC Policy Staternent 170 “Prospective Fmanctal Information” and AUS 804
“The Audit of Prospcctwc Financial Information™.

We have reviewed the Forecasts togcthcr with the assumptions on which the Forccasts are based as set out in
Scction 8.4 of the Prospectus in order to give a statement thereon to the Directors of the Company.

The Directors have also preparcd supplementary financial forecast information on a proportionate
consolidation basis for the year ending 31 December 2006 (Proportionate Conselidation Forecast). The
Proportionate Consolidation Forecast is not prepared on a basis consistent with applicable Australian
equivalents of the Intemational Financial Reporting Standards (A-IFRS). Qur statement excludes the
Proportionate Consohdanon Forecast.

Fazscder of
Geioltte Touchn "I'uhm-'mu

. Dyno Nobel Limited
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Deloitte.

Qur review of the Forecasts has been conducted in accordance with AUS 902 “Review of Financial Reports
applicable to revicw engagements. Our review consisted primarily of enquiry, comparison and analytical
review procedures including discussions with management and Dircctors of the Company of the factors
considered in determining their assumptions. Qur procedures included a review. of the reasonableness of the
Dircctors’ best estimate assumptions undertying the Forecasts, an examination on a test basis of evidence
supporting the assumptions, amounts and other disclosures in the Forecasts and the evaluation of accounting
policics uscd in the Forecasts.

"

Thcsc procedures have been undertaken in order to'state whether anything has come to our attention, which
causcs us to believe that:

i) the Directors’ best-cstimate assumptions do not prowdc reasonable grounds for the preparatlon of the
Forccasts

ii)  in all material respects, the Forccasts are not properly compiled on the basis of the Directors’ best-
estimate assumptions, consistent with the accounting policies adopted and uscd by the Company and in
accordance with A-IFRS and other mandatory professional reporting requirements in Australia and the
accounting policics adopted by the Company and described in Appendix C of the Prospectus, and
conscquently

iii)  the Forecasts arc not based on reasonable grounds.

Qur review is substantially less in scope than an audit cxamination conducted in accordance with Australian
Auditing Standards and provides less assurance than an audit. In addition, prospective financial information,
such as the Forecasts, relate to cvents and actions that have not yet occurred and may not occur. While
cvidence may be available to support the assumptions on which the Forccasts arc based, those assumptions are
gencrally future-orientated and therefore speculative in nature. Accordingly, actual financial performance may
vary from the prospective financial information presented in the Prospectus and such variations may be
material.

Directors’ Financial Forecasts

The Forecasts have been prepared by management and adopted by the Dircctors in order to provide
prospective investors with a guide to the potential financial performance of the Company for the year ending
31 December 2006. There is a considerable degree of subjective judgement involved in preparing forecasts,
The underlying assumptions arc also subject to uncertaintics and contingencies which are often outside the
control of the Company. The Forccasts have been prepared using assumptions summarised in the Prospectus
which are based on best-cstimate assumptions relating to future events that management expect to occur and
actions that management expect to take.

The sensitivity analysis sct out in Section 8.6 of the Prospectus demonstrates the impact on the forecast
financial performance of changes in key assumptions. The prospective financial information is therefore only
indicative of the financial performance which may be achicvable.

Prospective investors should be aware of the material risks and uncertaintics relating to an investment in the
Company, which are detailed in the Prospectus, and the inherent uncertainty relating to the prospective
financial informaticn,

Dyno Nobsl Uimited
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Deloitte.

Statement

Based on our review of the Forceasts, nothmg has come to our attention whlch €auscs us to bchevc
lhat

i) the Directors’ best-estimate assumptions, as sct out in the Prospectus; do not provide reasonable
grounds for the preparation of the Forccasts :

ii)  in all material respects, the Forccasts are not properly compiled on the basis of the Directors’ best-
cstimate assumptions and pro-forma adjustments, consistent with the accounting policics adopted and
uscd by the Company and in accordance with applicable Australian cquivalents of the [nternational
Financial Reporting Standards (A-IFRS) and mandatory professional reporting requirements in
Ausiralia and the accounting policies adoptcd by the Company and described in Appcndlx C of thc
Prospectus, and consequently .

. i)  the Forccasts arc not based on reasonable grounds.

Actual financial performance is likely to be different from the Forccasts since anticipated cvents frequently do
not occur as expected and the variations may be material. Accordmgly, we express no opinion as to whether
the Forecasts will be achieved.

Independence .
Deloitte Corporate Finance docs not have any interest in the outcome of this issue other than the preparation
of this report, the Investigating Accountants’ Report prepared by Deloitte Touche Tohmatsu and other
services in relation to the offer for which normal professional fees will be received.

Responsibility

Deloitte Corporate Finance disclaims any respon5|b|11ty for any reliance on this report or on the Forccasts to
which they relatc for any other purposc than that for which it was prepared.

Yours faithfully

T e

Ian Thatcher
Dircctor

Dyno Nobel Limitsd
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111 Introduction

There are a number of factors, both specific to Dyno
Nobel and of a general nature, which may affect the future
operating and financial performance of the Company, its
investrent returns and the value of its Shares. Many of
the circumstances giving rise to these risks are beyond
the control of the Company, the Directors and the Senior
Management Team.

This Section describes certain specific areas that

are believed to be the major risks associated with an
investment in the Company. Each of the risks described
below could, if it eventuated, have a material adverse
impact on the Company’s operating and financial
performance, and its ability to pay dividends.

Prospéctive investors should note that this Section is not

an exhaustive list of the risks associated with an investment .

in the Company and it should be considered in conjunction

- with other information disclosed in this Prospectus.

11.2 Specific risks

11.2.1 Explosives industry downturn and change in
explosives demand
The explosives industry is driven by a number of factors,
including (but not limited to) economic growth, commodity
demand, commadity market prices, technological
changes and industry regulation, which in turn may
impact explosives demand. In particular, Dyno Nabel's
expansion pltans and forecast growth are predicated on,
among other things, increased demand for North American
thermal coal due to its affordability relative to alternative
energy sources and increased Australian exports of coal
and iron ore to satisfy demand in North Asia and China

- (refer to Sections 4.7 and 4.8). These factors are largely

outside the control of the Company, the Directors and
the Senior Management Team and changes in any of, .. .
or the expectations relating to, these factors may result
in a downturn in the explosives industry and may have a
material adverse impact on the operating and financial
performance of the Company.

11.2.2 Unscheduled plant shutdown

AN production facilities are most cost efficient when they
are operated continuously. Dyno Nobel's praventative
maintenance program is designed to minimise the level of
plant downtime. From time to time, a piece of equipment
may experience a failure requiring an unscheduted
shutdown of the entire plant. While Dyno Nobel maintains
insurance cover for unscheduled shutdowns over an
extended period, the Company may be materially adversely
affected if the proceeds realised under the applicable

"policies arg insufficient to cover replacement costs, lost

revenues, increased expenses or liabilities to third parties.

Dyno Nobael Limited
Prospectus

11.2.3 Competition rlsk

The explosives sector can be highly competltwe with a

number of operators competing for market share through
the same or altemate products and services. The actions
of an exjsting competitor or the entry of new competitors

-in markets in which Dyno Nobel operates, may have a

material adverse impact on the operating and fi nanc&al
performance of the Compary. .

11.2.4 Raw materials

Dyno Nobel’s production processes depend upon
obtaining adequate supplies of certain raw materials, such
as ammonia and natural gas, cn a timely basis. Dyno
Nobel could be materially adversely affected if there is a
deterioration in supplier relationships or one or more of its
suppliers experiences financial or operational difficulties
such that it is unable to obtain adequate’ supplles of raw
materials in a timely manner.

In addition, raw material costs constltute a significant -
portion of Dyno Nobel's cost of production. Dyno Nobel
currently has the ahility to pass through certain increases

in raw material costs to the majority of its customers
through contracted pricing mechanisms and spot contracts
{refer to Sections 5.4.2 and 5.5.2). However, increases in
raw material prices may have an adverse impact on the
operating and financial performance of Dyno Nobet if it is
unable to pass through thess increases to end users due
to a change in customer relationships or market conditions.

11.2.5 Recent acquisitions

DNH grew through a number of regional acquisitions in
the periad leading up to its acquisition by Dyno Nobel.
Acquisitions may exposs Dyno Nobel to business risks or
liabilities, including environmental liabilities and regulatory
breaches for which Dyno Nobel is not fully indemnified.
The process of integrating acquired operations into

Oyno Nobel's existing operations may also result in
unforeseen operating difficulties and may require significant
management, financial or personnel resources that would
otherwise be availlable for the ongoing development or
expansion of the existing operations. If this occurs, it may
have a material adverse impact on the operating and
financial performance of Dyno Nobel. In addition, there is

. no guarantse that Dyno Nobel will be able to realise the

expected synergies from its acquisitions or realise the
expected synergies in the timeframe antmnpated (refer to
Section 8.3.1.1).

The recent acquisitions were below the threshold for
mandatory.notification t& the relevant competition
authorities. Notwithstanding this, it is possible that the
authorities may seek a post-transaction review of one or
mare of the acquisitions. If this were to occur, it may lead
to regulatory actions or requirements which could have
a material adverse impact on the operating and ﬁnanmal
performance of Dyno Nobel.




11.2.6 Joint Ventures

Dyno Nobel owns an interest in a number of Joint Ventures .

{refer to Section 5.4.4.1). Tha relevant Joint Venture
agreements customarily provide that Dyno Nobel's Joint
Venture partner will be responsible for the day-to-day
management of such entities and therefore, Dyno Nobel's
ability to control the operations of its Joint Venture is
limited. While Dyno Nobel believes it generally has a strong
relationship with each of its Joint Venture partners, any
deterioration in these arrangements or an adverse action by

a Joint Venture partner may result in diminished profitability

and prospects of these joint ventures. This in turn may have
a material adverse impact on the operating and financial
performance of the Company.

11.2.7 . Regulatory factors

Dyno Nobel is required to comply with an extensive range
of laws and regulations in the jurisdictions in which it
operates, including those dealing with the supply, import,
export, manufacturing, storage and transport of explosives
products and services. Any failure to comply with relevant
regulations may lead to disciplinary actions, including fines,
corrective action or the suspension of certain activities
undertaken by Dyno Nobel.

The jurisdictions in which Dyno Nobel operates have
increased the level of regulation and reporting requirements
in recent years in relation to the explosives industry,

“including increased security at Dyno Nobel's manufacturing

and distribution facilities. These jurisdictions may introduce
additional regulatory and compliance obligations that may
impose additional costs on the operations of Dyno Nobel.
Any future increase in the cost of regulatory compliance
that is unable to be passed through to end users will

have an adverse effect on the financial performance of

the Company

1.2.8 Environmental matters

The explosives industry is expased o a number of
environmental risks dus to the nature of industry
operations. Such environmental risks can give rise to
remediation obligations, perscnal injury and property
damage, and the irposition of civil and criminal penalties.

The Company owns several properties that are known

to require material remediation, including activities to
address nitrate and heavy metal contamination in soit
and groundwater. The expected pro forma cost of these
remediation activities has been accrued in accordance
with AIFRS acecounting standards {refer to Note C.13 in the
Appendix). However, there can be no guarantee that all
environmental issues and contingent liabilities have been
identified or that the Company's environmental provisions
will be sufficient to cover all of the Company’s potential
liabilities. In addition, more stringent envircnmental laws
and regulations, or interpretation and enforcernent of
existing laws and conditions, may also impose new or

increased liabilities on Dyno Nobel or result in the need
for additional investment in environmental remedlanon
and regulatory complrance

In recent years, there has been increasing scientific
research conducted on the environmental and health
effects of chemical compounds containing the perchlorate
ion. Perchiorates are found in a number of explosive
products. Dyno Nobel is in the process of remediating
perchlorate contamination at one of its Joint Venture

sites, and there is a possibility it may be required to
conduct perchlorate remediation activities at other of its
wholly-owned and Joint Venture sites in the future. While
Dyno Nabel does not expect any material perchlorate
claims to be successfully made against the Group, given
the recent increased action by environmental agencies
and uneertainties regarding patential remediation costs,
any potential claims or future remediation wark could have
a material adverse impact on the financial and operatlng
performance of the Company.

Although Dyno Nobel's bulk explosives products include
relativety small amounts of perchlorates, which should
disintegrate fully during the’ detonation process, Dyno
Nobel’'s business plan includes the cost of replacing
perchlorates with alternative materials. The Company is alsc
investigating how the minute amounts used in the detonator
delay element can be further minimised or eliminated.

11.2.8 Litigation .

Dyno Nobel is currently a party to a number of unresolved
litigation cases and disputes and may be exposed to
potential legal and other claims or disputes in the future with
respect to its operations and in relation to claims arising out
of the operations of eertain recently acquired businesses,

Current outstanding claims include personal injury claims
arising out of alleged defective products, personal injury
claims by employees hurt in the course of transporting
products, claims for property damage as a result of the
Group's blasting activities and enviromental remediation
claims and actions brought against the Group by third
parties or relevant governmental agencies. Whils Dyno
Nobel and certain of the recently acquired businesses
maintain insurance that may cover all or a portion of any
losses arising out of current and outstanding claims, and
Dyno Nobel may be indemnified by the former owners
of certain recently acquired businesses for certain of the
current outstanding claims, one or a combination of these
claims, or any future claims, may have a material adverse.
impact on the financial position and operating performance
of the Dyno Nobel Group. :

Dyno Mobel Limited
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SECTION 11 RISK FACTORS

11.2.10 Post retirement plans

Dyno Nobel maintains both defined benef t and defi ned
contribution superannuation plans for its employees. The
majority of the defined benefit plans are closed to new
employees. The aggregate funding deficit of the defined
bensfit plans at 31 Decernber 2005 was US$62.6 million,
primarily due to deficits in the Company's US plans.

There is a risk that changes in the value of the plans’

assets, changes in actuarial determinations of the plans’
liabilittes or changes to government legislation could reguire
Dyno Nobel to increase the current level of contributions -~

. to one or more of the defined benefit plans in the future, In

particular, thers is currently new legislation before the US
Congress which, if enacted, is likely to require the Company
to make further cash contributions to restore its defined
benefit plans to a fully funded position over a transition
period of several years.

There are a number of other post reterement plans,
comprising health and superannuation plans, which are

- unfunded. The present value of expected future obligations

undler these plans was US$[6.7] million at 31 December
2005. There is a risk that the Company’s liability under
these plans may exceed the expected obligations if actual
benefit payments exceed the actuarial assumptions

" adopted in the calcutations.

. 11,2.11 Exchange rates

A substantial proportion of Dyno Nobel's revenues and
costs are expected to be denominated in US dollars. As a
result, the Company’s reported financial performance will

be influenced by fluctuations in exchange rates, primarily
through its operations in Australia, A depreciation of the -
Australian dollar refative to the US doltar will have an adverse
effect on the Comparny’s reported financial performance.

In addition, any dividends declared by the Company

wili be dencminated in Australian dollars. Thereforg, an
appreciation of the Australian dollar relative to the US doltar
would have an adverse effect on the amount of profits that

the Company can declare as a dividend in Australian doliars. -

11.3° Otherrisks
In addition to the risks described above, there are many

‘factors which may affect the Company's performance.

These include customer retationships, loss of key
personnel, labour disputes and changes in taxation or
superannuation laws and an adverse review of the Group's
interpretation of these laws by revenue authorities.

Furthermore, due to the nature of the explosives industry,
Oyno Nobel's operations are subject to a number of
operating hazards and risks, including environmental
hazards, industrial accidents, technical failures, fires,
explosions and other accidents. These hazards and

risks could potentially result in personal injury or loss.

of life, damage or destruction to production facilifies .

and property, environmental damage,’ Iegal Ilabmty and
enforcement actions.

Dyno Nobet Limited
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Aninvestment in Shares also exposes Shareholders to the

" general risks such as the mavements in markets generally

and the impact of general economic factors.

There are also various rights and obligations associated
with the Consartium's acquisition and on-sale
arrangements with Orica which may impact on Dyno Nobel

- as described below.

Acquisition of DNH by the Consortium

Under the IK Acquisition Agreement {refer to Section 12.5. 1).
certain limited warranties and indemnities were provided

by the vendors to the new owners of DNH. However, there
can be no assurances that these warranties {which are
subject to limitations, including those described in Section
12.5.1.3) will be sufficient to cover any liabilities, claims or
oceurrences that may arise in relation to the subject matter
of those warranties and indemnities or that the vendors will
have sufficient funds to pay any claim that may arise.

Separation and transitional arrangements

Prior to its acquisition by Dyno Nobet, DNH agreed to

sell the Orica Businesses (refer to Section 12.5.2). Under
the terms of that sale, various separation and transitional
arrangements were entered into between DNH and Orica
to facilitate the continuing operation of each business
group until alternative arrangements were implemented.
These agreements arg outlined in Section 12.5.21. The
arrangements regarding the separaticn of intellectual
property between Dyno Nobel and Orica have yet to be
finalised. The current principles that govern the use of the
intellectual property are outlined in Section 12.5.3.

Despite the transitional agreements, this separation may _
result in.Dyno Nobel temporarily losing some of the benefits
of global branding. It may also affect Dyno Nobel's systams
and processes, people and culture in a way which may
have an adverse impact on the financial and operatlng
perfarmance of the Company.

Assumption of rights and cobligations of MIIN
and MIINAS .

. Upon the acquisition of DNH from MIIN, the Cornpany will

assume the rights and obligations (including any accrued
rights and obligationis} of MIIN and MIINAS in connection
with the Consortium agreements, including the Umbrella
Deed (refer to Section 12.5.2). Under these arrangements,
the Company will be exposed to a number of obligations,
risks and potential liabilities associaled with the restructure

“and separation of DNH, and the interim ownership and sale

of the QOrica Businesses.

These ongoing arrangements may require an investment of
time on behalf of the Company’s senior management and
any liability or claim accrued by the Company, in relation to
these arrangements may affect the financial and operating
performance of the Company. .
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12.1 Registration and corporate structure
The Company was registered in Victoria on 4 January 2006
asa public company limited by shares.

12.2 Share capital

As at the date of this Prospectus the Company has only
one class of shares on issue, be:ng fully paid ordnnary
shares (“Shares”).

As noted in Section 3.2.2, Shares and CRPS will be issued
to the Existing Investors shortly before the issus of Shares
under the Offer. The Company intends to redeem the |
CRPS following setttement of tha Offer (on or about 11

April 2008). The Offer will not proceed unless the Company
has completed the acquisition of DNH and the Board has
resolved to redeem the CRPS. Accordingly, on completion
of the Offer and redemption of the CRPS, the Company will
have only Shares on issue.

12.3 The Constitution and nghts attachmg
to Shares

12.3.1 Summary of the Constitution and Shares
The rights attaching to the Shares are:

> set out in the Constitution; and

= in certain circumstances, reguléted by the Corporatio'n‘s'
Act, the Listing Rules, the ASTC Settlement Rules and
the general law.

The key provisions of the Constitution and the principal
nghts and obligations of Shareholders are summartsed in
this Section 12.3.1.

12.3.1.1 Voting

At a general meeting, every Sharehoider present in person
or by proxy, attorney or representative has one vote ena
show of hands {irrespective of the number of Shares they
hold), and ane vote on a poli for each Share held.-Voting
at any meeting of Shareholders is by a show of hands
unless a poll is demanded. A pell may be demanded by at
least five Shareholders entitled to vote on the resolution,
Shareholders with at least 5% of the votes that may be -

«cast on the resolution on the poll, or the Chairman. The

Chairman does not have a casting vote, in addition to any
deliberative vote, on either a show of hands or a poll.

12.3.1.2 Dividends

The Directors may from time to time determine thata
dividend is payable to Shareholders out of the profits of

the Company. The Directors may pay any interim and final
dividends as, in their judgement, the financial position of the
Company justifies. The Directors may fix the amount, the
time and the msthod of payment of the dividends.

Subject to any special rights or restrictions attaching to any
shares, dividends must be paid equally on all shares and in
proportion to the number of, and the amounts paid on, the
shares held. Refer to Sectien 1.6 for further information on

the dividend policy of the Company. o

b

12.3.1.3 Issue of further Shares and other securities
Without affecting any special rights conferred on the
holders of any securities and subject to any restrictions

on the issue of shares or cther securities imposed by the
Listing Rules and the Corporations Act, any securities may
be issued with preferred, deferred or other special rlghts or
restrictions as the Directors determine.

12.3.1.4 Variation of class rights

Subject to the Corporations Act and their terms of i issue,
the rights attaching to any class of shares may be varied"
with the written consent of holders of shares with at least

' 75% of the votes in the class, or by a special resolution

passed at a separate meeting of the holders of shares of
the class. In either case, the holders of shares in a class
with not less than 10% of the votes in the class of shares
whosae rights have been varied or cancelled may apply to a
court of competent jurisdiction to exercise its discretion to
set aside such variation or cancellation. .

The creation or issue of further shares ranking equally
with a class of shares already on issue is not a vanatlon
of class rights.

12.3.1.5 Transfer of Shares

Shareholders may transfer Shares by a written transfer
instrument in the usual form or any form approved by the -
Directars or by a proper transfer effected in accordance
with the ASTC Setllement Rules and ASX requirements.
All transfers must comply with the Constitution, the

Listing Rules, the ASTC Setflement Rules and the
Carporations Act. |

The Directors may refuse to reglster a transfer of Shares
including in circumstances where the transfer is not in
registrable form, or the refusal to register the transfer is
permitted by the Listing Rules or ASX. The Directors must
refuse to register a transfer of Shares where required to do
50 by the Listing Rules.

12.3.1.6 General meeting and notices

Each Shareholder-is entitled to receive notice of, attend and
vote at general meetings of the Company and receive all
notices, aceounts and cther documents required to be sent to
Shareholders under the Constitution or the Corporations Act.

12.3.1.7 Winding up -

Subject to any special resolution or rights or restrictions
attaching to any class or classes of shares, Shareholders will
be entitled on a winding up to a share in any surplus assets
of the Company in proportion to the shares held by them.,

12.31.8 Proportlonal takeover provisions

The Constitution contains provisions requinng Shareholder
approval in relation to any proportional takeover bid. The
provisions will lapse unless renewed by a special resolution
of Shareholders in general meeting three years from the
date the provisions were adopted or last renewed.

Dyno Nobel Limited
Prospectus
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12.3.1.8 Directors - appointment and removal .

The number of Directors must be such number as the
Directors determine but must ba not less than three and
not maore than 10. Directors are elected at annual general
meetings of the Company. Other than a person appointed
as a Managing Director or Executive Director, a Director
may not hold office for a continuous period in excess

of three years or past the third annual general meeting

* following that Director's last election or appointment,

The Directors may also appeint a Director to fill a casual
vacancy on the Board or in addition to the existing
Directors, who will then hold office until the next annual
general meeting of the Company.

12.3.1.10Directors - voting

Questions arising at a meeting of Directors wil be decided by
a majority of votes of the Directors present and voting. If the
votes are equal on a proposed resolution, the Chainman has
a casting vote in addition to the Chairman’s deliberative vote
unless only two of the Directors present are entitled to vote.

12.3.1.11 Directors - remuneration

The Directors are entitled to receive remuneration for their )
services, as the Directors decide, but the total amount paid

to all Non-Executive Directors for such services must not
exceed in aggregate in any financial year the maximum
aggregate sum as may be approved from time to time by
the Company in general mesting. The current maximum
aggregate sum is A$1.2 million pa. No retirement benefits,
apart from superannuation contributions already made, are
payable o a Non-Executive Director upon retirement.

The Constitution also provides for the Company to pay alb .
reasonable expenses of Directors in attending meetings
and carrying out their duties. .

12.3.1.12Directors’ and officers' indemnity

The Company indemnifies each officer of the Company
against any liability (including costs and expenses)
incurred by that person in or arising out of the conduct
of the business of the Company or in or arising out of the
discharge of the duties of the officer.

Where the Directors consider it appropriate, the Company
may insure an officer of the Company against any liability
Incurred by that person in or arising out of the conduct

of the business of the Company or in or arising out of the
discharge of the duties of the officer, where the Directors
consider it appropriate the Company may give a former
Director access to documents provided or available to

Directors, and other papers referred ta in thase documents.

12.31 13Amendment

The Constitution may be amended only by a special
resolution passad by at least 75% of the votes cast by
Shareholders entitled to vote on the resolution. At least
28 days’ written notice specifying the intention to propose
the resclution must be given to Shareholders.

Dyno Nobal Limited
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12.3.2 Rights attaching to CRPS

The Company will not proceed to Settlement, and the Offer
will not proceed, unless at the time the Company proceeds
to Settlement the Board has resolved to redeem the CRPS,
as described in Section 12.2. Accordingly, on completion
of the Offer and the redemption of the CRPS, the Company
will have only Shares on issue. The rights attaching to the
CRPS are summarised in this Section 12.3.2.-

The CRPS rank in all respects equally with Shares save for
matters summarised below:

12.3.2.1 Redemption and conversion rights
Each CRPS will be issued on the terms that:

> it is redeemable at the option of the Company upon
completion of an initial public offering of shares in the
Company, at a redemption price equal to the price at
which Shares are issued {0 investors under that initia!
public offering; and

> it is convertible at the option of the Company, and each
CRPS is convertible into one Share.

12.3.2.2 Dividend rights

Each CRPS confers on the holder a right to receive out
of the profits of the Company available for dividend a
preferential non-cumulative dividend. Dividends of CRPS
wiit be payable only when, and if, determined by the
Directors.

In respect of the same dividend period, dividends on the
Shares will not be paid at a rate greater than the rate paid
on the CRPS. No dividends will be paid on the Shares
unless a dividend shall first have been paid on the CRPS in
respect of the same dividend period,

12.3.2.3 Rights on winding up
The CRPS confer on the holders the right in a winding up,

. 1o payment in cash in priority to any other class of shares of

the amount paid or agreed to be considered as paid on each
of the CRPS and the amount (if any) equal to the aggregate
of any dividends accrued (whether determined or not) but
unpaid, and of any arrears of dividends, in respect of the
CRPS. The CRPS do not confer on the holders, any further
rights to participate in assets or profits of the Company.

12.3.2.4 Voting rights

The holders of CRPS have the same rights as the holders
of Shares to receive notices, reports and accounts and to
attend and be heard at all general meetings, but are not
to have the right to vote at general meetings except in the
limited circumstances prescribed by the Listing Rules.

12.3.2.5 Ranking

_The CRPS rank equally among themselves in all respects

and are subordinated to creditors of the Company.




12.4 Emploﬁee incentive plans

j2.4.1 Executive Share Option Plan
The Company has adopted an Executive Share Option Plan

(“ESOP”") to assist in the attraction, motivation and retention -

of senior management.

" The ESdP contains customary and usual terms for

dealing with administration, variation, suspension and
termination of the ESOP. The key terms of the ESOP are
described below.

12.4.1.1 Eligibility

Under the ESOP, the Company may offer Optnons to eligible
employees of the Company (including executive Directors)
as determined by the Board. Options may be offered 1o
eligible employees from time to time as determined by the
Board in its discretion and in accordance with the rules of
the ESOP and applicable law.

12.4.1.2 Consideration
Options will be issued to eligible employees for no
censideration.

12.4.1.3 Exercise of Options )

An Optlon holder will be entitled to exercise Optlons issued
under the ESCP in respect of which all exercise conditions -
and vesting conditions (if any) have been satisfied in
accordance with the relevant rules of the ESOP and'the
offer. No Option may be exercised until at least 12 months
after Shares are first quoted on ASX.

Each dption entitles the holder to subscribe for, or have
issued to them, one Share (subject to adjustment in
accordance with the rules of the ESOF).

12.4.1.4 Vesting and exercise conditions

The Board must stipulate in an offer the vesting and
exercise conditions {if any) which must be satisfied before
an option can be exercised. These vesting and exercise
conditions may include ene or more performance hurdles
or criteria, or passage of time, or fixed window within which
Options may be exercised. The Board retains a discretion
to waive exercise conditions including where, after listing,
there is a change of control of the Company.

12.4.1.5 Exercise price
The exercise price (if any) for each Option will be specified
in the offer.

12.4.1.6 Issuer or transfer of Shares

At the discretion of the Compary, Shares in respect of
which a participant has exercised Opticns may be delivered
by being issued to the participant or purchased and
transferred to the participant. .

12.4.1.7 Changes in Share Capital .
If, during the life of any Option, the Company makes a
bonus issue to its Shareholders, the Option holder will
be entitled, upon later exercise of that Option, to receive

. additional Shares as if the Option holder had exercised

the Option prior to the record date for the bonus issue.

The rights of Option holders will alsa be changed to the
extent necessary to comply with the Listing Rules applying
to rights issue and reorganisations of capital. The Option
holder will only be able to participate in respect of an .
Option in a new issue of Shares or other securities to
Shareholders if the Option has been exercised on or before
the record date for determining entitlements to the issue.

12.4.1.8 No transfer of Options

Without the prior approval of the Board, Options may not
be sold, transferred, mortgaged. charged or otherwise
dealt with or encumbered.

12.4.1.9 Expiry of Options )
Unless the Board determines otherwise, when an Option
holder ceases to be employed by the Dyno Nobel Group:

> all Options in respect of which any applicabte vesting
conditions have not been satisfied will lapse immediately
upon the cessation of employment;

» if the Option holder’s employment ceases due to his
or her resignation - all Options in respect of which any
applicable vesting conditions have been satisfied may be
exercised during the 30 day period following the date of
cessation of employment or office, after which time those
Options will lapse:

> if the Option holder's em ployment ceases dus to his or
her retirement, death, permanent disability or redundancy
— all Options in respect of which any applicable vesting
conditions have been satisfied may be exercised during -
the six month period following the date of cessation of
employment or office, after which time those Options will
lapse; and .

> if the Option halder's employment ceases for any other
reason, all Options in respect of which any applicable.
vesting conditions have been satisfied will lapse
immediately upon the cessation of employment.

Unless the Board determines otherwiss, if an Option has
not lapsed earlier it will lapse at the latest time at which the
Option may be exercised, as spécified by the Board'at the
time of the offer, which must not exceed 10 years from the
date of the issue of the Option. '

12.4.1.10Quotation .

Options will not be quoted on ASX. The Company will apply
for official quotation of Shares issued upon exercise of
Options in accordance with the Listing Rules.

12.4.1.11Ranking of Shares

A Share issued upon exercise of an Option will rank equally
with all other existing Shares at the date of the issue of that
Share except for any entitlements that had a record date
before that date of the Issue.

Dyno Nabel Limited
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12.4.2, Issue of Options to Peter Richards :
The Board has resolved to make an offer of Options under
the ESOR to Mr Peter Richards, the Company's CEQ.

A total of 6,044,560 Options will be issued to Mr Richards,
equal to 0.75% of the total number of Shares on issue upon
completion of the Offer. - .

Each Option to be issued to Mr Richards will have an
exercisa price equal to the Final Prica. *

The Options to be issued to Mr Richards will be issued in
~ three equal tranches. Each tranche will be subject to the
following vesting conditions:

> Tranche 1: Actual eamings per share for FY2006
equalling or exceeding the earnings per share figure
calculated by reference to the Directors' Statutory
Forecast and the total number of Shares on issue upon
completion of the Offer.

» Tranche 2: Actual eamings per share for FY2007 being
at least 10% above the “Base EPS”, being the earnings
per share figure calculated by reference to the average of

"the Directors' Statutory Forecast and the Directors’ Pro
Forma Forecast and the total number of Shares cn issue
on completion of the Offer

> Tranche 3: Actual earnmgs per share for FY2008 being
at least 21% above the Base EPS,

If the vesting condition in respect of Tranche 1 is not

satisfied, 50% of the Tranche 1 Options will lapse

immediately, and the remaining Tranche 1 Options

(*Rernairing T1 Options”) will continue as unvested Optiona .

and be subject to the vesting condition in respect of
Tranche 2 Options.

If the vesting condition in respect of Tranche 2 is not
satisfied, all of the Tranche 2 Options and any Remaining T1
Options will continue as unvested Options and be subject
to the vestlng condition in respect of Tranche 3 0pt|ons

If the vesting condition in respect of Tranche 3 is

not satisfied, all of the Tranche 3 Options, all of the
Tranche 2 Options and any Remaining T1 Optrons will
. immediately lapse. .

Any vested Options held by Mr Richards will be subject to

an exercise condition that they may only be exercised in the -

30 day period immediately following the announcement of
the Company’s half yearly or annual results. All unexercused
‘Options will lapse on the following dates:

> Tranche 1 Optlons 31 December 2010

> Tranche 2 0pt|ons 31 December 201

» Tranche 3 Options -~ 31 December 2012

ASX has provided in-principle approval to the issue

of Options to Mr Richards without the need to obtain -

shareholder approval in accordance with Listing Rule 10,14,
- As part of its application for admission to the official list of

" ASYX, the Company will ba applying for a formal waiver of
Listing Rule 10.14 on these terms. -

Dyno Nobel Limited
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12.4.3 Other employee incentive schemes

The Board intends to implement further equity-based
employee incentive schemes to assist in the attraction,
motivation and retention of employees at all levels.

To the extent practicable, the Board intends to introduce
plans which apply equally to its employees irrespective of
the jurisdiction in which those employees are employed.
Due to the differing requirements of the securities laws in
the various jurisdictions in which the Company operates,
tha structure and timing of such plans have not yet

been determined.

12,5 Material contracts’ .

The Directors consider that there are certain contracts
which are significant or material to the Company or of
such a nature that an investor may wish 1o have particulars
of them when making an assessment whether to apply

for Shares. The main provisions of each contract are
summarised below. These are summaries only and do not
fully describe all the provisions of each contract.

12.5.1 IK Acquisition Agreement
On 18 September 2005, MIIN entered into an agreement

. to acquire all of the shares in DNH {“IK Acquisition

Agreement”). MIIN is an indirect wholly-owned subsidiary
of the Consortium. The vendors of the shares comprised
companies related to a European private equity firm
Industri Kapital (approximately 72%), companies related
to Ensign-Bickford (approximately 26%) and senior -
management of the blusinesses conducted by DNH
(approximately 2%). The acquisition of the shares by

the Consortium was completed on 30 November 2005.
Upon the acquisition of DNH by the Company, the

- Company will assume the rights and obligations (including’

any accrued rights and obligations) of MIIN under the
IK )_ﬂ\cquisition Agreement.

12.5.1.1 General vendor warranties

The K Acquisition Agreement contains various wairanties
given by the vendors in favour of MIIN. The matters covered
by the warranties include:

» each vendor's ownership of its shares in DNH and

capacity to transier full, unencumbered ownership in the
shares to MIIN; and

> the sufficiency of the property, nghts and assets owned,

teased or licensed by DNH and its subsidiaries for the

purpase of conducting their businesses (“Assets Warranty”).




12.5.1. 2 Management warranties

. The vendors comprising senior managers of DNH prowded

additional warranties in favour of MIIN. The matters covered
by these warranties ("Management Warranties") are given
to the best knowledge of the senior managers and inclucie:

> the extent fo which DNH is subject to litigation;

> the extent to which DNH holds permits necessary for its
business and is in compliance with such permits;

> DNH's title, or rights of use, to materiat assets necessary
to enable it to conduct its business; and

> dlsclosure to MIN of material information relevant to the
business conducted by DNH.

12.51.3 Warranty restrictions

The warranties in favour of MIN contained in the IK
Acquisition Agreement are subject to a number of
restrictions. These restrictions include the following:

> a claim under certain of the warranties must be made
by 31 May 2006; :

» the total liability of each vendor cannot exceed the
- consideration received by that vendor; and

> the liability of the vendors for breach of the Assets
Warranty is limited to US$60,000,000 and only applies
to claims exceeding US$10,000,000 each.

12.5.2 Umbrella Deed

On 19 September 2005, MIINAS, MIIN, Industrial
Investments Australia SPV Pty Ltd (“lAS"), Orica, Orica
Investments Pty Limited (“Orica Investments"} and certain

other parties entered into an agreement (*Umbrella Deed”)

in respéect of various matters relating to the separation of
the Dyno Nobel Businesses and the Orica Businesses
and the sale of the Orica Businesses {refer to Section 5.2).

CURRENT OQWNERSHIP STHUCfUHE

Ownershlp of
DN ASA
Transferred 10
AS subsidiary

Businesses

transfer to
ON ASA

OR transfer
directty ta Crica

The key matters addressed by the Umbrella Deed are
described in this Section 12.5.2. ~

12.5.2.1 Restructuring of DNH
The Umbrella Deed prescribes the terms of the

‘restructuring of DNH in order to facilitate the sale of the

Orica Businesses and the Listing.

Currently, all of the Dyno'Nobel Businesses are held
by DNH or its subsidiaries. The majority of the Orica
Businesses are held by DN ASA or its subsidiaries.

As aresult of the restructuring, it is intended that, as

. at the Closing Date, all of the Crica Businesses will

either have been transferred to Orica or transferred to

a subsidiary of IAS. Consequently, the only businesses
that will be owned by DNH by the Closing Date, assuming
all intended transters have taken place, wilt be the Dyno
Nobel Businesses. As mentioned in Section 3.2.1, the
Company will acquire the Dyna Nobel Businesses by
acquiring DNH from MIIN shortty before the issue of Shares
under the Offer: Although the Company will acquire DNH -

" without receiving any representations or warranties from
- MIIN, under the restructuring agreements described in

this Section 12.5.2, the Company will assume all of MiIN's
rights and obligations under the IK Acquisition Agreement
(including the benefit of the warranties described in
Sections 12.5.1.1 and 12.5.1.2}: In the event that any

Orica Businesses have not been transferred to Orica or
DN ASA before the Closing Date, Dyno Nobel will continue
to ensure that those Orica Businesses are managed in
accordance with the Umbrella Deed and transferred to
Orica or, IAS at the earliest possible date.

12.5.2.2 Sale of Orica Businesses

During the respective periods that the Orica Businesses
are owned by MIIN and NAS, they must procure the sale of
the Orica Businesses to Orica-related entities, subject to all
necessary regulatory approvals being obtained. In general,
Orica Investments is required to procure that the Crica
Businesses are bought on a business-by-business basis -
as and when the necessary approvals for the acquisition
of each Orica Business are obtained. '

12.5.2.3 Operational split of Dyno Nobel Businesses
and Orica Businesses .

Since MIIN's acquigition of DNH, the Dyno Nobel

Businesses and the Orica Businesses have been

conducted separately from each other. This obligation

continues until ail of the Orica Businesses have been sold.

Among other matters, MIIN and HAS must ensure that

the day-to-day management of the Orica Businesses is

conducted by different officers and employees to those

managing the Dyno Nobel Businesses.

Dyno Nobel Limited
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12.5.2.4 Conduct of Orica Businesses prior to sale
MIIN and IIAS are subject to obligations relating to the
conduct of the Orica Businessas prior to their sale.
These obligations include ensuring: '

> the Orica Businesses are conducted only in the
ordinary and usual course; and

> the Orica Businesses do not distribute any capital or
profits to their members,

Subject to certain exceptions, if MIIN, lIAS, DNH or any-
of DNH’s subsidiaries incur liabilities as a result of their
ownership of, or otherwise in connection with, the QOrica
Businesses, they are entitled to be indemnified against
such liabilities by Orica Investments. The benefit of this
indemnity is lost if, for example, the liability arose as a
result of bad faith or deliberate damage on the part of
the indemnified parties.

12.5.2.5 Non-solicitation of employees

Until 30 November 20086, MIIN is not to solicit, canvass,
induce or encourage any employees to leave the Orica
Businesses and Orica Investments is under the same -
restriction with respect to employees of the Dyno Nobel
Businesses. -

12.5.2.6 Liabilities falling to incorrect entities

If a liability refating to the Orica Businesses is incurred by
the Dyno Nobel Businesses, with certain exceptions, Orica
Investments must indemnify the Dyno Nobel Businesses
against that liability. If a liability relating to the Dyno Nobsl
Businesses is incurred by the Qrica Businesses, with

. certain limited exceptions, MIIN must indemnify the Qrica

Businesses against that liability,

12.5.2.7 Liabilities relating to legacy busmesses

If either the Dyno Nobel Businesses or the Orica Businesses
incurs a liability which is unrelated to the businesses of

DNH at the time of its acquisition by MIIN, the liability will be
shared between the Dyno Nobel Businesses and the Orica
Businesses. Ary such liability will be borne approximately
60% by the Dyno Nobel Businesses and approximataly
40% by the Orica Businesses,

12.5.2.8 Third party sales

If Orica is unable to obtain all regulatory approvals
necessary to purchase an Crica Business, I1AS will be
required to take various steps to facilitate a sale of the
business to a third party with all potential benefits and
risks to bs borne by Orica Investments. Orica investments
is entitied to instigate and manage the third party sale
process. However, if Orica Investments is precluded by law
from instigating and managing the third party sale process,
IIAS must appoint an investment bank to do so. If this
course is also precluded by law, IAS must instigate and
manage the third party sale process. MiIN has the right to
be invited to participate in the third party sale process and
submit a bid, though if the process is managed by IIAS, an
appropriate “chinese wall” must be established.

Cyno Nobel Limited
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12.5.2.9 MIINAS undertaking regarding

IIAS performance
MIINAS, a company owned by the Consortium and the
immediate parent company of MiiN, guarantees to Orica

Investments and Orica the due and punctual performance

by IIAS of HAS' obligations under the Umbrella Deed.
MIINAS also indemnifies Orica Investments and Qrica
against any liabilities incurred by them as a result of any
default by HAS in the performance of its obligations under
the Umbrella Deed.

12.5.2.10 Assumption of rights and obligations of

MIIN and MIINAS
Upon the acquisition of DNH by the Company, the.
Company will assume the rights and obligations {including
the obligations described in Section 12.5.2.9) of MIIN ard
MIINAS under the agreements entered into by MIIN and
MIINAS, including the Umbrelia Deed. To the extent that
any such assumed liability arises, the Company will be
obliged to meet that liability and will not be entitled to claim

‘for any loss suffered against MIIN or MIINAS (each of which

is intended to be liquidated in the short term).

12.5.2.31 Orica guarantee of Orica Investments
The performance of several of Orica Investments’
obligations under the Umbrella Deed is guaranteed
by Orica. The obligations guaranteed include Orica
Investments’ indemnification obligations described in
Sections 12.5.2.4 and 12.5.2.6.

12.5.2.12 Arrangements regarding the transitional
supply and purchase of products and
services -

"The Umbrella Deed addresses the supply of certain

products and services between the Dyno Nobel
Businesses and the Orica Businesses on a transitional
basis, until such time as-a formal Product Supply
Agreement and a Transitional Services Agreement are
agreed and exscuted by the parties. The products and

services o be supplied under those agreements are those -~

that were provided.by one business to the other when
they were both owned by DNH. Under the arrangements
relating to the supply of products under the Umbrella Deed,

products will continue to be supplied from one business to

the other for periods of between 15 and 24 months from
1 December 2005. Services will continue to be supplied for
a period of up to 12 months from 1 December 2005.

12.5.3 Intellectual property arrangements

The Umbrella Deed also contains a set of intsllectual
property principles (“IP Principies”) which govern the
ownership and sharing of intellectual property (being

all inteflectual property rights, whether registered or
unregistered, and including know-how and trade secrets)
{(“IP") betwean the Company and Orica. The IP Principles
continue to be binding until a formal Intellectual Property
Agreement governing the ownership and sharing of iP



{"IP Agreement”} is executed. The IP Agreement has not
yet been finalised betwean Dyna Nobe! and Qrica.

The IP Principles are summarised below. It should be noted
that the IP Principles are subject to any constraints which
may be provided in any relevant anti-trust laws, including
the scope of IP to be shared. The IP of DetNet is excluded
fram the operation of the IP Principles.

12.5.3.1 Ownership of IP other than Trade Marks

Other than Trade Marks (see section 12.5.3.3), the DNH
group entities in Australia, Canada, New Zealand and North
America {“Retained DN Entities") will own all [P in those
territories (and [P specific to the Mexican 1S plant). Orica will
own the IP of the DNH group entities in the rest of the world
(“Orica DN Entities”).

The Retained DN Entities may use their IP anywhere in the
world. Orica may not use the (P of the Orica DN Entities

in Australia, Canada, New Zealand or North America
(“Retained Teritories”) until 30 November 2008, but may
ctherwise use the IP of the Orica DN Entities anywhere in
the world.

There are a number of IP licences, which, according to
provisions governing the adjustment of assets under the
Umbrelta Deed, are to be aliocated in accordance with the
extent of use of the IP licence by the Dyno Nobel Businesses
and the QOrica Businesses prior to their separation.

12.5.3.2 Licensing of IP other than Trade Marks

The IP of the Retained DN Entities is licensed to Crica
for use anywhere in the wortd, subject to the same three
year restriction on use in the Retained Territories (until

30 November 2008). The IP of the Orica DN Entities is
licensed to the Retained DN Entities for use anywhere in
the world. These licences are perpetual, sole, irevocable
and royalty-free, and each side has sub-iicensing rights.

12.5.3.3 Trade Marks )
The Retained DN Entities are to own all trade marks and

* brand names including the name “Dyno Nobel” (*Trade

Marks"}, subject to assigning Trade Marks to the Orica
DN Entities for the following periods in the following Orica
territories:

» Scandinavia — until 30 November 2015;
> Europe (cther than Scandinavia), Middle East and Africa

- —until 30 November 2010; and

» Latin America/Mexico/Asia — until 1 January 2008,
although this period may be extended by Crica until
30 June 2008.

At the end of the relevant period, the refevant Trade Marks
must be assigned back to the Retained DN Entities. While
a Trade Mark is assigned to Orica in an Orica territory, the
Retained DN Entities will not have rights to use the Trade
Marks in, or export products bearing the Trade Mark to, the
Orica territory, other than rights to use the Trade Marks in

relation to products manufactured at the Mexican IS plant
for supply to Orica (but no other party in Mexica) or export
to the Retained Territories.

Orica may not use the assigned Trade Marks in, or export
products bearing those Trade Marks to, the Hetalned
Territories.

12.5.4 Offer Management Agreement

On 1 March 2006, the Company, MECM (in its capacity
as Global Coordinator and Joint Lead Manager} and
Credit Suisse {in its capacity as a Joint Lead Manager),
together with the Co-Lead Managers, entered into the Offer
Management Agreement. Under the Offer Management
Agreement, the Joint Lead Managers have agreed to
manage the Offer, including to act as bookrunners for the
Cffer. None of the parties have agreed to underwrite the
Cftter or any part of it, although the Joint Lead Managers
have agreed to provide settlement support for the

" Institutional Offer.

12.5.4.1 Fees
Under the Offer Management Agreement the Company
must pay:

> a global coordinator fee of 0.61% of the gross proceeds
of the Offer, to the Global Coordinator; and

> broker fees of 1.50% of an amount equal to.the Final
Price multiplied by the number of Shares issued under
the Broker Firm Offer, to the Global Coordinator who will
then distribute it to the Brokers and Syndicate Members
thraugh which those applications were recelved undsr
the Broker Firm Offer;

" » a fixed management fee of 60.31% of the Fees for

Distribution, to the Global Coordinator, who will then
distribute it in the following proportions:

> B66.67% of the fixed management fea to be divided
equally between the Joint Lead Managers; and

> 33.33% of the fixed management fee to be divided
equally among the Co-Lead Managers; and

> a discretionary selling fee of 39.69% of the Fees for

Distribution, to the Global Coordinator, who will then

distribute it in the following proportions: _

> 39.61% to be divided equally among the Co-Lead

" Managers; and.

> 60.39% to be divided among Credit Suisse and the
Co-Lead Managers, in proportions determined by the
Gilobal Coordinator in consultation with the Company.”

I this respect, “Fees for Distribution” means an amount
equal to 3% of the gross proceeds of the Offer less the
global coordinator fee and any broker fees.
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These fees will only be payable,upon successful comptetion
of the Offer. The Company must pay, or reimburse the Joint
Lead Managers, for all reasonable out-of-pocket costs and
expenses in relation to the Offer, with the exception of due
diligence related costs, which will be paid by MINAS and
certain US legal fees.

12.5.4.2 Representations, warranties and undertakings
of the Company
The Offer Management Agreement contains various
representations and warranties that are customary for -
agreements of this type, including representations and
warranties made by the Company. In addition, the Offer
Management Agreement contains various obligations of
the Company regarding its conduct in relation to the Offer,
including that it must conduct the Offer in accordance
with the transaction timetable, the Constitution, the Offer
Management Agreement, the Corporations Act, the Listing
Rules and any other applicable laws.

The Company must also, among other things, not without

~ the prior consent of the Jaint Lead Managers (which must

not be unreasonably withheld or delayed):

> allot or agree o allot, or indicate that it may allot or agree
1o allot, any shares or other securities convertible or
exchangeable into equity, or that represent the right to
receive equity, in the Company ather than pursuant to the
Offer, the Offer Management Agreement, the DRP or as
otherwise referred to in this Prospectus for 180 days after
the issue and allotment of Shares under the Offer; or

> make any offer or sale of securities of the Company
within six months after completion of the Offer if such
offer or sale would.render invalid the exemption from the
registration requirements of the U.S. Securities Act on

which the Company is seeking to rely in making the Offer. .

12.5.4.3 Indemnities
The Company has agreed to |ndemnlfy the Joint Lead

'Managers and certain affiliated persons from all losses,

claims, demands, costs, expenses, damages and liabilities
incurred directly or indirectly as a result of certain events

.oceurring in relation to the Australian component of the

Offer or the Ctfer Management Agreement. The indemnities
are given by the Company subject to the usual limitations

in the cases of fraud, wilful misconduct or negligence on
the part of the indemnified parties other than to the extent
the failure is caused or contributed to by the Company. A
similar set of indemnities is made by the Company to the
indemnified parties in respect of the component of the
Institutional Offer undertaken outside Australia and as is
usual ocutside Australia.

12.5.4.4 Termination

Each Joint Lead Manager may terminats its obligations
under the Offer Management Agreement upon the
occurrence of a number of events.
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If any of the termination events in paragraphs below occur
before the allotment of Shares or the time specified in those
paragraphs, a Joint Lead Manager may terminats all their
obligaticns under the Offer Management Agreement.

In the case of the events in paragraphs marked with an
asterisk, a Joint Lead Manager may only tarminate if it has
reasonable grounds to believe and does believe that:

> the event has or is likely to have a materially adverse
effect on the outcome of the Offer or the likely pnce at.
which the Shares will trade on ASX; or

> there is a reasonabls possibility of material liability for the
Joint Lead Manager under the Corporatlons Act or any
appl:cable laws.

Events

> {disclosures in Prospectus) a statement contained in
this Prospectus is misleading or deceptive, or a matter
is omitted from this Prospectus, or this Prospectus
otherwise fails to comply with the Corporations Act,
the Listing Rules or other applicable laws; ;

> {disclosures in the International Offering Circular
or preliminary International Offering Circular)
the International Offering Circular or the prefiminary
International Offering Circular includes:

> an untrue statement of a material fact or omits to
state a material fact necessary in order to make the
statements therein, in light of the circumstances under
which they were made, not misleading; or

> any forecast, expression of apinion, intention or
expectation expressed in the International Offering
Circular or the preliminary International Cffering
Circutar which is not, in all material respects, fair and
honest and based on reasonable assumptions, when
taken as a whols;

> (supplementary Prospectus) the Company issues or
in the reasonable opinion of the Joint Lead Managers
becomes required to issue a supplementary prospectus;

> {offences by Directors) any of the following occurs:
> a Director is charged with an indictable offence;

> any Director is disqualified from managing a
corporation under the Corporations Act; or

> the Chairman or CEQ vacates his or her office;

> {listing approval) approval is refused or not granted,
other than subject to customary conditions, to:
> the Company’s admission to the official list of ASX; or
> the official quotation of all of the Shares on ASX
> on or before date the Institutional Offer opens, or
if granted, the approval is subsequently withdrawn,
qualified {other than by customary conditicns)
or withheld:;




> (notifications) any of the followihg notifications are made:

> ASIC holding a hearing under section 739(2) of the
Corporations Act or issuing an order (including an
interim erder) under section 733 of the Corporations Act;
> an application is made by ASIC for an order under
Part 9.5 of the Corporations Act in relation to the Offer
or this Prospectus;

> ASIC commences any inquiry, mvestlgahon or
hearing under Part'3 of the Australian Securities and

Investments Commission Act 2007 {Cwlth} in relation to.

the Offer or this Prospectus;

> any person gives a notice under section 733(3) of the
Corporations Act ar any person (other than a Joint
Lead Manager} who has previously consented to
the inclusion of their name or any statement in this
Prospectus withdraws that consent;

> any person gives a notice under section 730 of the
Corporations Act in relation to this Prospectus;

> (withdrawal} the Company withdraws this Prospectus,

the International Offering Circular or the Offer;

> (consent} any person whose consent to the issue |

of this Prospectus is required by section 720 of the
Corporations Act who has previously consented to the
issue of this Prospectus withdraws such consent or any

- person otherwise named in this Prospectus with their

consent {¢ther than a Jeoint Lead Manager) withdraws
such consent; ’ ’

(material adverse change) any material adverse change
occurs or an event occurs which is likely to giverise to a
material adverse change in the assets, fiabilities, financial
position or performance, profits, losses or prospects of
the Group including: '

> any change in the earnings, prospects or forecasts of
the Group from those disclosed in this Prospectus or
the International Offering Circular;

> any change in the nature of the business conducted by
the Group;

> the insolvency or voluntary winding up of the Company
or an entity in the Group or the appointment of any
‘receiver, receiver and-manager, hqwdator or other
external administrator;

> any change in the assets, liabilities, financial 'position or
performance, profits or losses of the Group from those
respectively disclosed in this ProSpectus- and

(market fall) the S&P/ASX 200 Index Is, at the close

of normal trading on ASX on any business day until

the allotment of Shares, lower than 80% of the tevel

of that index as at the last close of normal trading on

~ ASX on the date of the Offer Management Agreement

and remains at or below that level for at least three
consgeutive business days;

> *(material contracts) any term of a material contract

set out in Section 12.5 of this Prospectus is varied,
terminated, rescinded or altered without the prior consent

. of the Joint Lead Managers or any such materia? contract

is found to be void or voidable;

*(disclosures in due diligence report) the due diligence
report or any other information supplied by or on behalf

. of the Company to the Joint L.ead Managers in relation
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to the Group or the Offer is misieading or deceptive;
*{legal proceedings) legal proceedings againét

the Company or any Director are commenced or

any regulatory body commences or announces any
investigation or inquiry in relation to the Offer, or public
action against a Director;

*[change of law} there is introduced, or there is a pubhc
announcement of a proposal to introduce, a new law or
policy in Australia, any member state of the European
Union, Canada or the US {(other than a law or policy
announced prior to the date of this Prospectus);

*{change in management} a change in the Senior
Management Team or the Board;

*{breach) the Company falls to perform or observe any of
its obligaticns under the Offer Management Agreement;

*{representations and warranties) a representation or

warranty contained in the Offer Management Agreement

on the part of the Company is not true or correct;
*{hostitities) in respect of any one or more of the

- US, Australia, New Zealand, any member state of the

Eurcpean Union, Indonesia, North Korea, South Korea,
China or Japan:

> hostilities commence or escalate; .
> a declaration is made of a national emergency or war;

> amajor terrorist act is perpetrated on any of those
countries or a diplomatic, military, commercial or
poimcal establishment of any of those countries
elsewhere in the world: or

*(market disruption) thera is: -
> a suspension or material limitation in trading in

securities generally on ASX, the New York Stock
Exchange'and/or the London Stock Exchange;

> a general moratorium on commercial banking
activities in Australia, the US or the United Kingdom’
is declared by the relevant authorities, or there is a
material disruption in commercial banking or securities
settlement or clearance servicesin any of those
places; or .

> any adverse change or disruption to the existing financial
markets, political or economic conditions of Australia,
the US, the United Kingdom or the intermational financial
markets or any change in national or international *
- pelitical, financial or economic conditions.

" Dyno Nobel Limited
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12 5.5, Summary of debt fmanclng arrangements
12.5.5.1 Summary of facilities

The Company has received a commitment from BOS
International (Australia} Limited, National Australia Bark
Limited and The Royal Bank of Scotland pic, Ausiralia
Branch (“Banks") to enter into a Facility Agreement {"IPO
Faculltles Facility Agreement") W|th Industrial Investrnents

Facrllty Limit (US$m) .

Type of Fundlng

Australia Finance Pty Ltd, Dyno Nobel Inc and Dyno Nobel
Holding USA Il inc ("Borrowers”} and the Company {and
various of its subsidiaries) (“Guarantors”} (the Borrowers -
and the Guarantors collectively being “Dyrio Nobel
Companies"} for the Banks to provide the following interest

bearing debt facilities ("IPQ Facilities™):

Maturity Date Repayment and Interest

Term Facility " 3000

Cash advances‘

Three years from Llstlng Principal repayable on
the maturity date.
Interest payable at the

end of each mterest
period.

Revolving Facility = 225.0

of credit™

Cash advances, bank Five years from Lustlng Principal repayable on
. guarantees and letters

the maturity date.

interest payable at the

end of each interest

Upon completion of the Company's acguisition of DNH,
each of the Borrowers will become a sub3|d|ary of the
~ Campany. . -

" 12.5.5.2 Conditicns precedent ° . :
The right of the Borrowers to make the first and subsequent
drawings under the IPO Facilities will be subject to the
satisfaction of various conditions precedent which are
typical of financing facitities of this type.

12.5.5.3 Use of proceeds
The IPO Facilities, in conjunction with the proceeds of the
Oifer {refer to Section 1.7), will be made available to the
Borrowers for the followi ng purposes:

= in case of the Term Facmty, toward repaying money
outstanding under an acquisition bridging facility
("Acquisition Bridging Facility”) made available by the
Banks to lIAF in connection with MIIN's acqwsmon of
DNH in November 2005; and ..
> in the case of the Revolving Facility, to fund:
> acquisitions which comply with the acquisitions °
parameters set out in the IPO Facilities Fagility
" Agreement;
> the working capital and capital expendlture
. requirements of the Dyno Nobel Group;
> the repayment of money outstandlng under the worklng
capital and capital expenditure bridging finance facilities
made available by the Banks to IIAF in connection with
MIIN's acquisition of DNH in November 2005;
> other general corporate requirements of Dyno Nobel; and

> in the case of both the Term Facility and the Revolving
. Facility, for any other purpose approved by the Banks.

. Dyno Nobel Limited -~ . L
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. period.

Part of the proceeds of the Offer will be used to repay
the balance of the money owing under the Acquisition
Bridging Facility. o

12.5.5.4 Guarantee ‘ ' -t

The IPO Facilities will be unsecured but will be guaranteed
by the Guarantors, New subsidiaries of the Company will
usually become guarantors of the IPQ Facilities, subject
to compliance with any applicable financial assistance
legislation in the jurisdiction of :ncorporallon of the

new subsidiary.

12.5.5.5 Interest .

For cash advances under the Term Facility and Revalving
Facility, interest will be payable at a rate equal to the sum
of the relevant base rate plus the relevant margin, which

* adjusts in accordance with the leverage ratio of the Group.

Debt owed by certain jomt ventures to which a member of
the Group is a party is not included when calculating the

. leverage ratio of the Group for this purpose.

The Dyno Nobel Group has implemented a US dollar

fixed to-floating interest rate hedge under which the Dyno
Nobel Group has fixed US$350 million of its interest rate
exposure at a base interest rate of 4.66% pa. The interest
rate swap was effective from 31 December 2005 and has
a three year maturity.-

12.5.5.6 Representations, warranties, undertakings

and events of default’ . ‘
The IPO Facilities Facility Agreement will contain
representations, warranties and undertakings from the
Borrowers, the Guarantors and any subsidiaries which
become guarahters of the IPC Facilities ("Obtigors™). The
representatlons warranties and undertakings are typical
of financing facilities of this type.




The IPO Facilities Facility Agreement will also contain’
certain events of default typical of financing facilities of
this type.

12.5.5.7 Review events
It will be a review event if any person obtains control (as
defined in the Corporations Act) of the Company.

On the occurrence of the review event, the Borrowers

and the Banks will consult for at least 30 days to establish
the impact of the review svent and formulate a remedial
action plan. If the review event and remedial action plan are

* not acceptable to the Banks, the Borrowers must repay

all money outstanding under the PO Facilities within 60 -
days of receiving notrce from the Banks that repayment is
required.

12.6 ASIC relief

-ASIC has granted a modification of section 707 of the

Comorations Act to permit, without the requirement to
lodge a further disclosure document, the resale of Shares
issued to Institutional Investors under the International
Offering Circular.

12.7 ASX waivers and exemptions

. ASX has approved “in-principle” the grant of a waiver of -

Listing Ruls 10.14 in connection with the issue of options
to Mr Peter Richards (refer to Section 12.4.2) without
shareholder approval.

The Company will formally apply for a waiver of this’
Listing Rule at the time of lodgement of its application for
admission to the official list of ASX,

12.86 Dividend Reinvestment Plan
The Directors have approved and may implement a
Dividend Reinvestment Plan ("DRP”).

The rules of the DRP are typical of a dividend reinvestment
plan operated by an ASX listed company. Shareholders
who elect to participate in the DRP will be able to reinvest
the dividends they are entitled to receive in Shares rather -

* than reteiving those dividends in cash, Shareholders may

choose to participate in the DRP in respect of some or all
of their Shares.

The DRP will commence on the date determined by the
Board, and may be varied, terminated or suspanded by the
Board at any tims, according to the rules of the DRP. As at.
the date of this Prospectus, the Board has not decided to
commence the DRP.

A Shareholder subject to the laws of another country may
not participate in the DRP until the Board is satisfied that
such pérticipation will not constitute a breach of the laws
of that country or place. ’

A copy of the rules of the DRP. will be made available by the

Company to Shareholders in advance of the record date for

the first dividend in respect of which the Board determines
to commence the DRF. Alternatively, a copy of the rules
of the DRP will be available on the Company's website at

www.dynonobel.com.

12.9 - Australian taxation considerations .-
This is a general description of the Australian income tax
consequences for investors who acquire Shares through
the Retait Offer or Institutional Qffer.

The taxation summary seeks to provide Australian tax resident

individual Shareholders, Australian tax resident complying
superannuation fund Shareholders, Australian tax resident -
corporate Shareholders and tax non-resident Shareholders
with an overview of the relevant Australian income tax
considerations associated with the payment of dividends by
the Company and the future dispasal of their Shares.

The Australian tax laws are complex. The summary is
general in nature and is not intended to be an authoritative
or complete statement of the applicable law. The individual
circumstances of each investor may affect the taxation
implications of the investment of that investor. Investors
should seek appropriate independent professional advice
that considers the taxation |mp!|cat|ons in respect of their
own specific circumstances. -

The Company disclaims all liability to any investor or other .
party for all costs, losses, damages and liabilities that the
investar ar other party may suffer or incur arising from or
refating to or in any way connected with the contents of this
summary or the provision of this summary to the investor or
any other party or the reliance on it by the investor or any
other party.

" Unless otherwise indicated, these comments are based on

the income tax law, established interprétations of that law
and understanding of the practice of the tax authority in -
Australia as at the date of this Prospectus. Investors should
also be aware that the Australian tax rules are continuing to
undergo significant change.

12.9.1 Taxation of dividends l

" Dividends are paid to Shareholders from the accounting

profits of the Company. Shareholders will receive credits
for any Australian corporate tax that has been paid on
these profits. These credits are known as “franking credits”
and they represent the extent to which a dividénd is
“franked”. It is possible for a dividend to be fully or partly
franked or unfranked. Where a dividend is partly franked,
the franked portion is treated as fully franked and the
remainder as being unfranked.

It should be noted that the definition of dividend for
Australian income tax purposes is broad and can include
certain capital retumns and off-market share buy-backs.

- Dyno Nobel Limited
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12.9.1.1 Australian tax resident Shareholders

- individuals
Individuai Australian tax resident Shareholders will need
to include dividends in their assessable income in the
income year in which the dividend is paid. In addition, to
the extent that the dividends are franked, then the franking
credits attaching to the franked dividends must also be
included in their assessable income {that is, the dividend
is grossed-up). Shareholders are taxed at their prevailing
marginal rate on the dividend and franking credits received.

: Individual Shareholders will be entitled to a “tax offset”
equal to the amount of franking credits received. Individual
Shareholders will receive a tax benefit if the franking credits
attached to the dividend exceed their tax payable on the
receipt of the dividend, Individual Shareholders will need to
pay additional tax if the tax payable as a result of receiving
the dividend exceeds the franking cradits attached to the
dividend. Individual Shareholders are entitled to claim a
refund for any excess franking credits.

To the extent that the dividend is unfranked, thers is no
gross-up and Shareholders should generally be taxed
at their prevailing marginal rate on the dividend received,
with no tax offset.

In order for individual Shareholders to be entitled to ¢laim
the tax offset in relation to the franked dividend amount,
the recipient of the dividend must be a “qualified person”.
Broadly, to be a qualified person, two tests must be
satisfied, namely the “holding period rule” and the “related
payments rute”. '

In broad terms, if individual Shareholders have held the Shares
at rigl for at least 45 days {excluding the dates of acquisition
and disposal), they are able to claim a tax offset for the
amount of any franking credits attaching to the dividend.

12.9.1.2 Australian tax resident Shareholders

- corporations
Dividends payable to Australian tax resndent corporate
Shareholders will be included in their assessable income in
the income year the dividend is paid. To the extent that the

dividends are franked, then the franking credits attaching to -

the franked dividend must also be included in assessable
income {(that is, the dividend is grossed-up). The corporate
Shareholder may be entitled to a tax offset equal to the
amount of franking credits received. This would result in
_the dividend being free of further company tax to the extent
that it is franked. Corporate Shareholders ars unable to
- claim refunds for excess franking offsets. However, where
excess franking offsets exist, they may bs converted into
cary forward tax losses. A fully franked dividend should
effectively be frea of tax to a corporate Shargholder.

- To the extent that the dividend is unfranked, there is no
gross-up and corporate Shareholders should generally be
taxed at the company tax rate on the dividend received,
with no tax offset.

Dyno Nobel Limited .
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Corporate shareholders are also entitled to a franking
credit in their franking accounts equal to the franking
credit attaching to the dividend. Corporate shareholders
can then use the credit to make frankable dlstnbutlons to
their shareholders.

12.9.1.3 Australian tax resident Shareholders

- complying superannuation funds
In general terms, complying superannuation funds treat
the receipt of a dividend in the same way as an individual.

12,9.1.4 Non-resident Shareholders - general
Generally, unfranked dividends payable to non-resident
{for tax purposes) Shareholders will be subject to dividend
withholding tax. Austrafian dividend withholding tax

is imposed at 30% unless a Sharehoider is a resident

of a country with which Australia has concluded a

double taxation agreement. In these circumstances,

the withholding tax is generaliy then limited to 15%.
Unfranked dividends attributable to certain types of foreign

. income may also be distributed free of withholding tax.

Fully franked dividends are not subject to Australian
dividend withholding tax. In certain circumstances,
non-resident (for tax purposes) Shareholders may be
assessabie for tax on any such dividends. They should
also consider the impact of dividends under. their
domestic tax regime.

12.8.2 Taxation of future Share disposals

12.9.2.1 Australian tax resident Shareholders — general
Australian tax resident Shareholders who trade Shares -

in the ordinary course of their business and/or hold their
Shares on revenue account must include any gains made
on the disposal of their Shares in their assessable income.
Sharenolders who include gains made on the disposal of
their Shares in their assessable income are not assessed
for capital gains tax on the disposal.

All other Shareholders will hold their Shares on capital -
account. These Shareholders must consider the impact
of Australian capital gains tax rules on the disposal of
their Shares. ’

A Shareholder derives a capital gain on the disposal of
Shares where the capital proceeds received on disposal
exceed the capital gains tax cost base of those Shares.
The cost'base of each Shareholder should generally he
equal to the issue price of the Shares and, among other
things, include any incidental costs of acquisition and
non-deductible interest expenditure in acquiring the Shares.
A Shareholder incurs a capital loss on the dispoesal of Shares
where the capital proceeds received on disposal are less
than the reduced capital gains tax cost base of the Shares.

L



one third rather than 50%.

¢

All capital gains and losses for the income year are
added together to produce a net capital gain position
for that income year. A net capital gain for an income
year is included in the Shareholder's assessable income
and is subject to taxation in Australia. A net capital loss
is effectively quarantined and may generally be carried
forward to the next income year to be deducted against
future capital gains. :

12.9.2.2 Non-resident Shareholders - general
Non-resident (for tax purposes) Shareholders who hold

" Shares on revenug account may need to include profits

from the sale of Shares in their assessable income.
Applicable double taxation agreements may prowde rellef
from Australian taxation,

Non-resident Shareholders who do not hold Shares on
revenue account may be subject to Australian capital
gains tax upon disposal of their Shares. Non-resident
Shareholders are only subject to Australia’s capitat gaing
tax on the disposal of Shares if they and their associates
held more than 10% of the issued capital of the Company
at any time within the five years preceding the disposal.
These Shareholders may be able to obtain relief from
Australian capital gains tax via the applicaticn of any
relevant double taxation agreement.

In future, non-resident Shareholders may not be subject

to Australian capital gains tax on disposal of their Shares

in accordance with proposed legislative changes. These
proposed changes are yet o be released and at the current
time it is uncertain what the final provisions will provide.

Non-resident Shareholders, who together with associates
own less than 10% of the Company's issued capital, will
not be subject to Australia’s capital gains tax rules.

12.9.2.3 individuals Shareholders - capital gains tax
concession
Australian tax resident individual Shareholders may be
entitled to a concession on the amount of capital gains
assessed. The concession is available to individual
Shareholders whao hold their Shares for at least 12 months
prior to disposal. The concession results in only 50% of
any capital gain being assessable. Capital losses must be

-applied first to reduce capital gains before applying the

discount capital gains tax provisions. The concession is
not available to corporate Shareholders,

The capital gains tax treatment of Australian tax resident
complying superannuation fund Shareholders is, in.
general, the same as that set out for Australian tax resident
individuals, except that the capital gains tax discount is

12.9.3 Tax file number and Australian Business
Number
You are not obliged to quote your tax file number (“TFN"),
or where relevant, Australian Business Number ("ABN"), to
the Company. However, if a TFN or ABN is not quoted and
no exemption is applicable, tax is required to be deducted
by the Company at the highest marginal rate (currently
47%) plus Medicare Levy (currently 1.5%] from certain
distributions.

No withholding requirement applies in respect of fully
franked dividends paid by the Company on the Shares.

12.9.4 Stamp duty

No stamp duty will be payable by successful Apphcants
or bidders on the issue of Shares to successful Applicants
or bidders pursuant to the Offer. In addition, under current
stamp duty legislation, no stamp duty would ordinarily

be payable on any subsequent transfer of Shares by

~ successful Applicants or bidders.”

12.9.5 Goods and services tax .
Under current Australian law, goods and services tax will
naot be payable in respect of any issue or transfer of Shares.

1240 interests of Directors, exnstmg mvestors,

advisers and promoters
Other than as stated in this Section 12.10 or elsewhere
in this Prospectus:

> no amount has been paid or agreed to be paid and
no benefit has been given or agreed to be given to
a Director, or proposed Director, to induce them to
become, or to qualify as, a Director;

> none of the following persons:
{a) a Di(ector or proposed Director;

() each person named in this Prospectus as performing .

. a function in a professional, advisory or other
capacity in connection with the preparation or
distribution of this Prospectus;

‘{¢) apromoter of the Company: or
(d) abroker to the Offer,
. holds or has held at any time in the two years before
lodgement of this Prospectus with ASIC, an interest in:
(a) the formation or promotion of the Company;
{b} the Offer; or
{c) property acquired 6r proposed to be acquired by

the Company in connection with its formatlcm or
promoticn or the Offer; of -

was paid or given, or agreed to be paid or glven any
_amount or benefit for services provided by such person
in connection with the formation or promonon of the
Company or the Offer. ’

Dyno Nobél Limited
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12.10.1 Interests of Directors

1210411 Interests in Shares

The Non-Executive Directors {(and their associates) are
entitled to apply for Shares in the Offer. Set out below
are details of the value of Shares that the Non-Executive
Directors (and their associates) intend to apply for in the
Offer and in respect of which they have received a firm
allocation from the Global Coordinator:

Geoff Tomlinson {Chairmany} A$100,000
David Walsh {Non-Executive Director) A$67,000
Rod Keller (Non-Executive Director) A$20,000
John Muir (Non-Eiecutive Director) - A$100,000
Ralph Harnett (Non-Executive Director} 'A%100,000

Section 12.10.1.4 contains details regarding the investment
of Peter Richards, who is one of the Management Investors
and also entitled to receive Shares upon Settlement as part
of his Offering Bonus.

12.10.1.2 Remuneration

Under the Constitution, Non-Executive Directors are entitled
to such remuneration as is determined by the Board, which
remuneration must not exceed in aggregate the maximum
amount determined by the Company in general meeting.
Currently, it has been determined that such remuneration
will not exceed A$1.2 million pa, to be apportioned among
the Non-Executive Directors as the Board determines in its’
absolute discretion. The Directors acknowledge that as the
Company grows, the demands on the Directors will increase
and the Directors' fees will be increased commensurate with
their responsibilities and workload, as determined by the
Board and approved by Shareholders. '

For FY2008, the base fee payable to each Non-Exgcutive
Director {excluding the Chairman) is A$95,000 pa

(before tax), including superannuation. The base fee
payable to the Chairman is A$275,000 pa (before tax),
including superannuation. Additional fees are payable

to Non-Executive Directors for committee memberships
and are calculated at a rate of 10% of the base fee for a
Non-Executive Director for membership of a commitiee
and 20% of the base fee for a Non-Executive Director for
chairmanship of a committee. The committee fees are
inclusive of superannuation. Non-Executive Directors may
also be reimbursed for expenses properly incurred as a

- Director in the course of performing their duties.

12.10.1.3 Deed of access, indemnity and insurance

The Company has entered into a deed of access,
indemnity, and insurance with each Director, which.
confirms the Director’s right of access to Board papers

and requires the Company to indemnify the Director for
liability incurred as an officer and premoter of the Company,
subject to the restrictions imposed by the Corporations

Act and the terms of the Constitution. The deed provides
that the Company may advance to the Director reasonable
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costs incurred or expected to be incurred by the Director
in defending certain proceedings.

The deed provides that the Company must keep a complete
set of Board papers and that the Director be allowed access
1o, and a copy of, the Board papers in certain circumstances.

The deed requires the Company to maintain a policy of
insurance which insures the Director against liability as a -
director and officer of the Dyno Nobel Group from the date
of the deed until the later of the date which is seven years
after the Director ceases to hold office as a director of

the Company and the date that any relevant proceedings
caommenced or threatened during the period of seven
years after the Director ceases to hold office have been
fully resclved. '

12.10.1.4 Peter Richards

The Company's CEQ, Peter Richards, was one of the senior
managers of DNH who sold his interests in DNH to MIIN
under the IK Acquisition Agreement (refer to Section 12.5.1).
Mr Richards received gross proceeds of approximately

. US$3.1 million from the sale of his shares.

Following the sale, Mr Richards was granted the right to
invest in-the Company on the same financial terms as
Existing Investors (refer to Section 3.12). Based on the
mid-point of the Indicative Offer Range and a foreign
exchange rate assumption of US$0.75:A$1.00 on the
Closing Date of the Institutional Offer, Peter Richards will
be issued 2.6 million shares, representing an approximate
interest in the Company of 0.3%. These Shares will be
subject to escrow until the first anniversary of the date of
issue of share under the Offer (refer to Section 12.3).

In addition, under the terms of his employment
arrangements, Mr Richards is entitted to receive an Offering
Bonus which is calculated by reference to the investment
performance earned by the Consortium. The total value of
this bonus (including the contingent amount in (jii} below) is
expected to be A$6 million. The bonus will be paid by the
Consortium as follows:

i 33.3% in cash within 20 days of Settlement;

i 41.7% in Shares on Settlement at the Final Pricé; and

il 25.0% in Shares (at the Final Price} within 20 business
days after the announcement of the Company's FY2006
results if the Directors’ Statutory Forecast contained in
Section 8.2 has been achieved.

Any Shares issued to Mr Richards under (ii} and (iiiy will
be held by hirm in escrow until 18 moniths after the date of
issue of Shares under the Offer.

12.10.1.5 Jock Muir .

Jock Muir (Non-Executive Director) was also one of the
senior managers of DNH who sold his interest in DNH to
MIIN under the IK Acquisition Agreement (refer to Section
12.5.1). Mr Muir received gross proceeds of approximately
US$2.9 million from the sale.

|



12.10.2 Interests of Existing Investors

The number of Shares and CRPS to be issued to the
Existing Investors (in aggregats), and the redemyption
proceeds thay will be entitled to recesive, are set out in
Section 3.2.2.

12.10.3 Interests of advisers and experts

Macquarie Equity Capital Markets Lid has agreed to act as
Global Goordinator and Joint Lead Manager to the Offer.
Credit Suisse (Australia) Ltd has agreed to act as Joint

-Lead Manager to the Offer. The Company has agreed

to pay Macquarie Equity Capital Markets Ltd and Credit
Suisse (Australia} Ltd amounts in accordance with the Offer
Management Agreement referred to in Section 12.5.4 for
these services.

.Macquane Equity Capital Markets Ltd and Macquarie Bank

have entered into an agreement with the Company under
which they will provide their investment banking services to
the Company and act as its preferred financial adviser for a

- -period of two years for which they will be entitled to receive

fees in an amount to be agreed with the Company.

Allens Arthur Robinson has acted as Australian legal ©
adviser to the Company in conngction with the Offer

and has performed work in relation to the Australian

due diligence inquiries on legal matters. The Company
has agreed to pay Allens Arthur Robinson A$950,000
(excluding GST) for such services to the date of this
Prospectus. Further amounts may be paid to' Allens Arthur
Robinson in accordance with its time-based charges.

Deloitte Touche Tohmatsu has prepared the Investigating
Accountants' Report on Pro forma Historical Financial
Information included in Section 8. The Company has
agreed to pay Deloitte Touche Tohmatsu approximately
A$1.2 million {excluding GST) for such services to the
date of this Prospectus. Further amounts may be paid

to Deloitte Touche Tohmatsu in accordance with its
time-based charges.

Deloitte Corporate Finance Pty Limited has prepared the
Independeit Review of Directors’ Forecasts included

in Section 9. The Company has agreed to pay Deloitte

" Corporate Finance Pty Ltd approximately A$1.3 million

{excluding GST} for such services to the date of this
Prospectus. Further amounts are dus to Deloitte Corporate
Finance Pty Ltd for dus diligence services in relation to the
acquisition of ETI {A$0.7 million).

Each of ABN AMRO Rothschild, Citigroup and Merrill Lynch
has agreed to act as Co-lead Manager to the Offer, and is
entitled to receive amounts in accordance with the Offer
Management Agreement referred to in Section 12.5.4.

12.11 Consents and disclaimers of
responsibility

Written consents 1o the issus of this Prospectus have been

given and, at the time of Iodgement of this Prospectus with

ASIC, had not been withdrawn by the following parties:

> Macquarie Equity Capital Markets Ltd has given, and not

. withdrawn prior to the lodgement of this Prospectus with
ASIC, its written consent to be named in this Prospectus
as Global Coordinator.and a Joint Lead Manager to the
Offer in the form and context in which it is named;’

> Credit Suisse (Australia) Ltd has given, and not withdrawn
prior to the lodgement of this Prospectus with ASIC, its
written consent to be named in this Prospectus as Joint
Lead Manager 1o the Offer in the form and context in
which it is named;

= Allens Arthur Robinson has given, and not withdrawn
prior to the todgement of this Prospectus with ASIC, its
written consent ta be named in this Prospectus in the

. form and context in which it is named; .

> Deloitte Touche Tohmatsu has given, and not withdrawn
prior to the fodgement of this Prospectus with ASIC,
its written consent to the inclusion of its Investigating
Accountants' Repaort on Pro forma Historical Financial
information included in Section 9 and to be named in this
Prospectus in the form and context in which it is named;

» Deloitte Corporate Finance Pty Limited has given, and
not withdrawn prior to the lodgement of this Prospectus
with ASIC, its written consent to the inclusion of its
Independent Review of Directors’ Forecast included in
Section 10 and to be named in this Prospectus in the
form and context in which it is named;

> ABN AMRO Rothschild has given, and not withdrawn
prior to lodgemant of this Prospectus with ASIC, its
written consent to be named in this Prospectus as
Co-lead Manager to the Offer in the form and context
in which it is named;

> C|t|group Global Markets Australia Pty Ltd has gwen and
not withdrawn prior to the lodgement of this Prospectus
with ASIC, its written consent to be named in this
Prospectus as Co-lead Manager to the Offer in the form
and context in which it is named; and

> Merrill Lynch International {Australia) Pty Limited has
given, and net withdrawn priar to the lodgement of this
Prospectus with ASIC, its written consent o be named
in this Prospectus as Co-lead Manager to the Offer in the
form and context in which it is named. ’

No entity referred to above has made any statement
that is included in this Prospectus or any statement on
which a staterment made in this Prospectus is based,
except as stated above. Each of the persons referred to
above expressly disclaims and takes no responsibility

Dyno Nobel Limited
Prospecius




SECTION 12 ADDITIONAL INFORMATION

for any statements in or omissions from this Prospectus.
This applies to the maximum extent permitted by law
and does not apply to any matter to the extent to which
consent is given above. None of the advisers or experts
referred to above has caused or authorised the issue of
this Prospectus.

1212 Costs of the Offer _

If the Offer proceeds, the total estimated costs in
connection with the Offer (including advisory, legal,
accounting, tax, stamp duty, listing and administrative
fees, as well as printing, advertising and other expenses)
are currently estimated to be approximately A$36 million
(based on the mid-point of the Indicative Price Range).
This amaunt witl be paid by the Company via funds raised
under the Qffer. '

12.13 Litigation and claims

So far as the Directors are aware, thers is no current

or threatened civil litigation, arbitration proceedings

or administrative appeals, or criminal or governmental
prosecutions of a material nature in which the Company
is directly or indirectly concerned which may have a
material adverse impact on the business or financial
position of the Company.

12.14. Governing law

This Prospectus and the contracts that arise from the
acceptance of the Applications and bids under this
Prospectus are governed by the law applicable in New
South Wales and each Applicant and bidder submits to

~ the exclusive jurisdiction of the courts of New South Wales,

12.15 ASX admission and quotation

The Company will apply, within seven days of the date of

this Prospectus, to ASX for admission to the official list of

ASX and for official quotation of the Shares on the market
operated by ASX. ~ '

Quotation of the Shares on ASX is expected to occur

initially on a conditional and deferred settlement basis on
or about 7 April 2008.

Dync Nobel Limited
Prospectus

12.16 Appendix containing additional

pro forma historical financia! information
Investors should note that a separate Appendix dated
the date of this Prospectus has been prepared and lodged
with ASIC. The Appendix contains detaited pro forma
histerical financial information about the Company and
information regarding the accounting policies adopted in

- connection with the preparation of that pro forma historical

financial information.

The Appendix expands on the pro forma historical

financial informaticn included within this Prospectus.

The Company believes that the information in the Appendix
is primarily of interest to professional analysts or advisers,
or investors with similar specialist information needs. If you

.consider that the information in the Appendix may assist

you in making your investment decision, you may obtain
a copy of the Appendix free of charge by calling the Dyno
Nobel Offer Information Line on 1800 502 497 or you -
may obtain a copy from the Company's website at

WWW, ffer. N

The Appendix is taken to be inciuded in this Prospectus
in accordance with section 712 of the Corporations Act.

12.17 Statement of Directors

The issue of this Prospectus has been authorised by
each of the Directors. Each Director has consented to the
lodgement of this Prospectus with ASIC and its issue, and
has not withdrawn that consent,

L.
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A$

AASB

ABARE

ABN

ABN AMRO Rothschild

ACN
AECI
AEDT

‘AEST

AIFRS

AN

ANFO

Applicant
Application
Application Form
Application Monies’
ASIC

ASTC

ASTC Settlement Rules
ASX

Australian GAAP
Board

Broker

Broker Firm Applicants

Broker Firm Offer

CEO

CFO

CHESS
Closing Date

CMMPM

Co-Lead Managers

Company

Consortium

Dyno Nobel Group
Prospectus

means Australian dollars.

means the Australian Accounting Standards Board.

means tha Australian Bureau of Agricultural and Resource Economics.
means Australian Business Number. ‘

means the Australasian joint venture between ABN AMRO Equity Capital Markets
(ABN 17 000 757 111) and Rothschild Australia Securities Ltd (ABN 61 008 591 768)

means Australian Company Number. )

means AECI Limited, a company incorporated in South Africa.
means Australian Eastern Daylight Time.

means Australian Eastern Standard Time.-

means Australian equivalents of Intemational Financial Reporting Standards effective -
for financial years beginning on or after 1 January 2006

means Ammonium Nitrate.

means Ammonium Nitrate Fuel Oil.

rheans a persen who submits a valid Application Form pursuant to this Prospectus.
means application to subscribe for Shares under this Prospectus.

means an application form attached to or accompanying this Prospectus.

means the amount accompanying an Application Form submitted by an Applicant.
means the Australian Securities and Investments Commission.

means ASX Settlement and Transfer Corporatjon Pty Limited (ABN 49 008 504 532) )
means the ASTC Settlement Rules issued by ASTC.

means Australian Stock Exchange Limited (ABN 98 008 624 691).

means the previous Australian generally accepted accounting principles.

means the board of Directors.

means an ASX participating organisation, and includes each Syndicate Member
means persons offered a firm allocation of Shares by their Broker.

means the invitation under this Prospectus to Australian resident Retail Investor
clients of Brokers who have received a firm allocation of Shares from their Broker,
as described in Section 3.7.1.

means the Chief Executive Officer of Dyno Nobel,
means the Ch_ief Financial Officer of Dyno Nobel.
means the Clearing House Electronic Sub-register System, operated by ASTG.

means the date on which the Offer closes, being 31 March 20086 in respect of the
Retail Offer or 5 April 2006 in respect of the Institutional Offer, These dates may
be varied (for example, brought forward) without prior notice by the Company,

- in consultation with the Joint Lead Managers.

means Compania Mexicana de Mecha para Minas SA de CV {the Company's
Mexican 1S plant).

means collectively ABN AMRO Rothschild, Citigroup Global Markets Australia Pty
Limited (ABN 64 303 114 832) and Merrill Lynch international (Australia) leated
(ACN 002 892 846).

means Dyno Nobel Limited {ABN 44 117 733 483). For sase of reference, in this

Prospectus, except where the content otherwise indicates, references to the Company '

are to the Company as it will exist after the Dyno Nobel Businesses are acquired.

means the consortium of investors which contributed equity to the vehicles that
acquired DNH (as announced on 19 September 2008).



Constitution
Corporations Act
CPI

Credit Suisse
CRPS

cs
CSBP -
DetNet

Directors
Directors’ Forecast
Directors’ Pro Forma Forecast

- Directors’ Statutory Forecast

DNAPL

DN ASA

DNH

DRP .

Dyno Nobel or

Dyno Nobel Group or Group
Dyno Nobel Businesses
Dyno Nobel Canada
EBIT

EBITA

EBITDA

EBITDA Muiltiple

ESOP

ETI )
Existing Investors
Exposure Period

Final Price

Forecast Financial Information

Forecast Period
FY
General Offer

General Offer Appficant
Global Coordinator or MECM
Group tax

means the constitution of the Compary.
means the Corporations Act 2001 (Cth).

* means Ccnsumer Price Index.

means Credit Suisse (Australia) Limited (ACN 007 016 300).

means convertible redeemable preference shares in the Company {the terms and
conditions of which are described in Section 12.3.2).

means Canadian dollars.
means CSBP Limited (ABN 81 008 668 371).

means the two joint venture companies established with AECI, in which Dyno Nobel
holds a 50% interest.

means the directors of the Company. . ;
means the Directors’ Pro Forma Forecast and the Directors’ Statutory Forecast,

means the pro forma forecast consolidated income statement and pro formaforecast
capital expenditure for FY20086, as set out in Section 8.2,

means the statutory forecast consolidated income statement for FY2006, as set out in
Section 8.5.

means Dyno Nobel Asia Pacific Limited (ACN 003 269 010). -

means Dyno Nobel ASA, a company incorporated in Norway.

means Dyno Nobel Holding ASA, a company incorporated in Norway.
means the dividend reinvestment plan as described in Section 12.8.
means the Company and its Subsidiaries.

. has the meaning given in Section 3.2.

means Dyno Nobel's businesses in Canada.

means earnings before net financing costs and Group tax.

means earnings before net financing costs, Group tax and amortisation.

means earnings before net financing costs, Group tax, depreciation and amartisation.
rmeans Enterprise Value/EBITDA.

means the Executive Share Option Plan described in Section 12.4.1.

means ET| Holding Corp, a company acquired by DNH in February 2006. _

- means the investors comprising the Consortium.

means the period of seven days from the date of this Prospectus, unless the period
is extended by ASIC by up to a further seven days in which event it means the

_ extended period.

means the price which successful bidders in the Institutional Gffer and Applicants in
the Offer will pay for Shares, as described in Section 3.8.3.

means the pro forma forecast financial information for Forecast Period set outin
Section 8.

means the 12 months ending 31 December 2008. .
means the financial year ended or ending 31 December {as the context requires).

means the offer to Australian re31dent Retail Investors who are not Broker Firm
Applicants.

means an applicant in the General Offer.
means Macquarie Equity Capital Markets Limited (ACN 001 374 572).
means the total amount of tax expense for the Group in any given financial year. i

Dyno Nobel Group
Prospectus
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GST
HIN

AF
has

1K Acquisiti'on Agreement
Indicative Price Range
Institutional Investor

Institutional Offer

-

International Offering Circular

1S
Joint Lead Managers
Joint Ventures or JVs

kt

Listing

Listing Rules

Macquarie Bank
Management Investments

Management investors
MECM
MIAPL

MIINAS

MMbtu

mt

Non-Executive Director

North America

NPAT

NPBT.

Offer

Otfer Management Agreement

Qffer Period
Offering Bonus

Orica

Dyno Nobel Group
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means goods and services tax.
means Holder Identification Number.
means Industrial Investments Australia Flnance Pty Ltd (ACN 116 262 321)

means Industrial Investments Australia SPV Pty Ltd {ACN 116 130 753), a company
owned by the Consortium.

has the meaning given in Section 12.5.1.
means the indicative price range for the Institutional Offer as specified in Section 3.8.2.

means an investor to whom offers or invitations in respect of Shares can be made
without the need for a lodged prospectus or other formality, including in Australia

‘persons to whom offers or invitations in respect of Shares can be made without the

need for a lodged prdspectus_under section 708 of the Carporations Act.
means the invitation to Institutional Investors in Austratia and a number of other’

- overseas jurisdiclions and is made pursuant to this Prospectus and, where applicable,

the International Offering Circular, as described in Section 3.8.

rmeans the international offering circutar under which the Institutional Offer will be made
in certain overseas jurisdictions. .

means Initiation Systems.
means MECM and Credit Suisse.

rmeans Dyno Nobel's dlstrlbutlon joint ventures in North America, as described in
Section 5.4.4.1.

means thousands of metric tonnes. :

means the Company being included on the official list of ASX.

means listing rules of ASX. '

means Macquarie Bank Limited (ACN 008 583 542) and its subsidiaries.

means the investments by the Management Investors in Shares, as ‘described in
Section 3.12.1.1.

has the meanmg given in Section 3.12.1 1
means Macquane Eqmty Capital Markets Limited (ACN 0014 374 572).

means Macquarie Investments Australia Pty Ltd (ACN 069 416 977), a wholly owned
subsidiary of Macquarie Bank

means Macquarie Industrial Investments Norway AS, a company mcorporated in
Norway and owned by the Consortium.

means millions of British thermal units.

means metric tonnes.

means a non-executive Director.

means the US and Canada,

means net profit after Group fax.

means net profit before Group tax.

means the Retail Offer and the Institutional Offer.

means the offer management agreement between the Company, the Joint Lead

~Managers and the Co-Lead Managers described in Section 12.5.4.

means the period during which the Retait Offer is open far receipt of Appllcatlons
being 13 March 2006 to 31 March 2006 unless varied. ,

means the bonus payable to members of the senior managemenl team, as described
in Section 3.12.1.2. -

means Orica Limited (ABN 24 004 145 868).
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Orica Businesses
PE Multiple
Proportionate Consolidation

Prospectus

»

Qis

QNP

QN2

Registry
Regulation D l
Regulation S
Retail Investor
Retail Offer
Rule 144A
Section
Senior Management Team
Settlement
Share
Shareholder

‘Subsidiary

SRN

Syndicate Members
TFN

Umbrella Deed

us _
USS$ or US dollars
US GAAP

. US Persons

US Securities Act
Wesfarmers

has the meaning given in Section 3.2

means market capitalisation/NPAT.

means earnings adjusted to reflect the economic interest in the undertying earnings
from the Joint Ventures, which are equity accounted in the pro forma financia
information in Section 8.2. The inclusion of this measure in this Prospectus is for
information purposes only, consistent with the approach Dyno Nobel uses when
measuring its business internally. ) '

means this prospectus, being a prospectus for the purpose of Chapter 6D of the
Corporations Act. -

means a qualified institutional buyer as defined in Rule 1444 of the US Securities Act.

" means Queensland Nitrates Pty Lid (ABN 63 079 889 268).

has the meaning given in Section 5.5.3.1.

means Computershare Investor Services Pty Limited (ABN 48 078 273 277).
means Regulation D promulgated under the US Securities Act.

means Regulation S promulgated under the US Securities Act.

means an investor who is not an Institutional Investor.

means the Broker Firm Offer and the General Offer.

" means Rule 144A promulgated under the US Securities Act.

means a Section of this Prospectus.

means the CEO, CFO and the senior management team as outlined in Section 6.2.
has the meaning given in Section 3.14.

means a fully paid ordinary share in the Company.

means a registered holder of a Share.

has the meaning given in the Corporations Act, inéluding wholly-owned and joint
venture subsidiaries.

means Shareholder Reference Number,

means the Gicbal Coordinator, the Joint Lead Managers and the Co-Lead Managers.
means Tax File Number, )

has the meaning given in Section 12.5.2.

means United States of America.

means US dollars.

means generally accepted accounting principles in the US,

has the meaning given to that term in Regutation S.

means the US Securities Act of 1933, as amended.

means Wesfarmers Limited (ABN 28 008 984 049).

Dyn.o Nabel Group
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Directors of Dyno Nobel Limited
Geoff Tomlinson (Chairmany) .
Peter Richards (Chief Executive Officer)
Ralph Harnett {Non-Executive Director)
Rod Keller (Non-Executive Director),
Jock Muir {Non-Executive Director)
David Walsh (Non-Executive Director}

Company Secretary
Richard Shea

Registered Office .
Level 20, AGL Centre

111 Pacific Highway

North Sydney NSW 2060
Australia

Phone: +61 2 9968 9000
Fax: +61 2 9964 170

Dync Nobel Website
www.dvnonobel.com

Dyno Nobel Share Offer Website
www.shareoffer.dynonobel.com

Dyno Nobel Offer Information Line
1800 502 497

- Auditor té Dyno Nobei

Deloitte Touche Tohmatsu
Grosvenor Place

225 George Strest
Sydney NSW 2000

Investigating Accountant
Deloitte Touche Tohmatsu
Grosvenor Place .

225 George Street

Sydney NSW 2000

' Registry

Computershare Investor Services Pty Ltd
LEVEL3

60 Carrington Strest

Sydney NSW 2000~

Global Coordinator-
Macquarie Equity Capital Markets Ltd
Level 9 '

No. 1 Martin Place

Sydney NSW 2000

Joint Lead Managers
Macquarie Equity Capital Markets Ltd
Level 9

No. 1 Martin Place

Sydney NSW 2000

Credit Suisse (Australia) Ltd
Gateway ’
1 Macquarie Pface *

- Sydney NSW 2000 -

Co-lead Managers
ABN AMRO Rothschild
ABN AMRO Tower

88 Phillip & Bent Strests
Sydney NSW 2000

Citigroup Global Markets Australia Pty Ltd
Citigroup Centre

2 Park Streset -

Sydney NSW 2000

Merrill Lynch International (Australia) Ltd
Level 38, Governor Phillip Tower

1 Farrer Place

Sydney NSW 2000

Solicitors to the Offer

" Allens Arthur Robinson

Level 27
530 Collins Street
Melbourne VIC 3000
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Appendix to Prospectus

Contents
A . Pro Forma Consolidated Statement of Revenue, EBIT and Capital Expenditure
B Pro Forma Consolidated Balance Sheet
c Notes to the pro forma historical financial information \
Ci Summary of significant accounting policies

© €2 . Cashand cash equivalents
C3  Receivables

(o} Inventories

C5 Income taxes

C6 Other assets

ci7 Investments accounted for using the equity method

cs8 Other financial assets
.C9 Property, plant and equipment
C.10  Intangibles
cn Payables
ci2 Borrowings
C13  Provisions .
C.14  Defined benefit post retirement plans
Ci15 Commitments . ’
C.16 Issued capital and other equity transactions
C.1A7  Contingent liabilities
D Compilation of pro forma historical financial information

This Appendix is dated 1 March 2006 and has been prepared by Dyno Nobel Limited (ABN 44 117 733 463)
{*Company"). This Appendix should be read in conjunction with the prospectus issued by the Company dated 1 March
2006 and lodged by the Company on that date {the "Prospectus ). The information in this Appendix is subject to the
information disclosed in the Prospectus.

Words and expressions defined in the Prospectus have the same meaning when used-in this Appendix.

This Appendix is incorporated by reference into the Prospectus pursuant to section 712 of the Corporations Act 2001
{and has been lodged with ASIC in accordance with section 712(4) of the Corporations Act 2001).

Dyno Nobel Limited
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A Pro Forma Consolidated Statement of Revenue, EBIT and capital expenditure
TABLE A.1: PRO FORMA HISTORIGAL CONSOLIDATED STATEMENT OF REVENUE, EBIT AND CAPITAL EXPENDITURE (EQUITY METHOD BASIS)
FY2004 FY2005 FY2004 FY2005 .
] USEm USSm ASm ASm
Revenue from operating activities - 975.1 1,136.1 1,326.7 1,493.0
Cost of sales - (620.7) (7571) - (844.5) (994.9)
Gross profit : ' 3544 | 3790 4822 " 498.1
Other income ' ‘ 0.4 17 05 2.2
Other expenses ' (231.8) (250.6) (315.4) {329.3)
EBITDA before share of profit of jointly controlled entities accounted ' )
for using the equity method ‘ ) 123.0 130.1 167.3 171.0
Share of profit of jointly controlled entities (equity method) : 6.7 . 1.9 91 .25
Pro forma EBITDA : ' 129.7 | 132.0 176.4 ©173.5
Depreciation : (35.8) {41.5) {48.7) (54.5)
Pro forma EBITA o . ‘ 93.9 90.5 127.7 119.0
Amortisation ' (1.5) (1.7} (2.0) (2.2)
Pro forma EBIT . . : - 924 88.8 126.7 116.8
Capital expenditure
Maintenance capex 321 33.5 43.7 44.0
- Growth capex . 52 8.2 71 12.1
56.1

Total 373 427 50.8

*Notas:

h US$ pro forma histerical financial information has been translated i-nto A$ at the average exchanga rats for the financial year being US$0.735:A81.00 for

FY2004 and US$0.761:A$1.00 for FY2005.

(2 Pro forma EBITDA, pro forma EBITA and pro forma EBIT exckide foreign'exchange gains and losses on financing items, gains and losses on hedging
- instrumenits relating to financing items, interest costs arising from the unwinding of the effect of discounting on defined benefit pension plans and on
provisions and revenue arising from the expected return on defined benefit plan assets. These items are included in the definition of net financing costs

as .described in Note C.1.4 ot the Appendix.

& The presentation of the consofidated entity's share of pro forma profit of jointly controlled entities accounted tor using the equity mathod above. pro forma

EBITDA results in the inclusicn of the consotidated entity's share of depreciation, amortisation, interest and tax of pmtly controlled entities within pro

forma EBITDA.

Dyno Nobel Umited
Appendix to Prospectus
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APPENDIX TO PROSPECTUS

8 Pro Forma Consolidated Balance Sheet

TABLE B.1: PRO FORMA CONSOLIBATED BALANGCE SHEET AS AT 31 DECEMBER 2005
Notes us$m A$m
Current assets '
Cash and cash eduivalents ' G2 10.0 13.6
Receivables . " C3 173.0 236.2
Inventories ’ : c4 - 103.6 141.5
Current tax assets = (0% 45 6.2
Other ‘ . : CB 13.2 18.0
Total current assets 304.3 415.5
Non-current assets
Receivables S . 0.2 0.3
Investments accounted for using the equity method Y 0% 4 53.0 724
Other financial assets : ’ CcB8 277 37.8
Property, plant and equipment (OR) 296.6 4051
Defarred tax assets . C5 329 449
Intangibles . C10 160.0 218.5
Other ' 09 | 1.2
Total non-current assets 571.3 780.2
TOTAL ASSETS 875.6 1,195.7
"Current liabilities
Payables _ cM 161.2 2204
_ Borrowings ' - : Ci2 114 - 15.6
Current tax liabiliies C5 13.2 18.0
Provisions CA3 16.9 231
Total current liabilities 202.7 276.8
Non-current liabilities
Borrowings ' O S Caz 4425 604.3
Provisions o . o - Ca3 98.8 134.9
Deferred tax liabilities ' N C5 0.3 0.4
Total non-current liabilities 541.6 739.6
TOTAL LIABILITIES 744.3° 1,016.4
" NET ASSETS 131.3 179.3
Shareholders’ eqhity
Issued capital . c.as 2437 . 3327
Reserves ’ 279 38.1
Accumulated losses {143.8) (196.3)
Other equity transactions ) . C.16 3.5 4.8
TOTAL SHAREHOLDERS' EQUITY 131.3 179.3

Notes: .
) USE pro forma financial infermation as at 31 December 2005 has been transiated into AS at US$0.732:A$1.00.
12 The attached notes form part of this pro forma historical financial information. '
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c Notes to the pro forma historical financial information

Cit Summary of significant accounting policies

C.1.1. Basis of preparation '

The accompanying pro forma financial information of Dyno Nobel presents the results of combining the North Amerlcan
Australian and other Dyno Nobel businesses on a pro forma basis. The pro forma historical financial information is
presented in abhreviated form and does not contain all of the disclosures that are necessary in an annual financial report
prepared in accordance with the Corporations Act.

As part of the former Dyno Nabel group, the North American and Australian businesses operated under a different
corporate cost structure with different gearing, treasury and tax profiles. New and different corporate cost and capital
structures will prevail in the future. Accordingly historical borrowing costs and income tax expense have not been
presented because they are not indicative of what these expenses would have been had the Dyno Nobel North American
and Australian businesses operaled under the new capital structures which witl be in place after the completion of the
Offer. Adjustments have also been made to the pro forma historical financial information to reflect the corporate costs
which are expected to be incurred in the future.

The Financial Reporting-Councll has endorsed the adoption of the Australian equivalents to International Financial
Reporting Standards {AIFRS), as issued by the Australian Accounting Standards Board (AASB) by all Australian reporting
entities for reporting periods commencing on or after 1 January 2005.

The pro forma historical financial information referred to as being presented on an AIFRS basis reflects the current
assessment of the standards issued by the AASB as at the date of this Prospectus.

AIFRS and related interpretations may change between the issue date of this Prospectus and Dyno Nobel's first financiat
report presented under AIFRS, The regulatory bodies that promulgate AIFRS have significant ongoing projects that could
affect the application and interpretation of AIFRS and the impact of these changes on Dyno Nobel's 31 December 2006
year AIFRS results may vary materially. Accordingly, there can be no assurance provided that the pro fonma historical
financial information as disclosed in this Prospectus would not be materially different if future changes or interpretations
arise under AIFRS. .

The pro forma historical financial information is prepared in accordance with the historical cost convention and, except

-where slated, does not take into account changing money values or fair values of non-current assets.

The pro forma historical financial information is unaudited although the statutory entities which form the basis for the pro
forma historical financial information are themselves audited. A detailed reconciliation from the audited financial statements
to the pro forma historical financial information is included in Section D of this Appendix. .

in the application of AIFRS management is required to make judgments, estimates and assumptions about carrying values
of assets and liabilities that are not readily apparent from other sources. The estimates and associated assumptions are
based on historical experience and various other factors that are believed to be reasonable under the circumstances, the
results of which form the basis of making the judgments. Actual results may differ from these estimates.

Accounting policies are selected and applied in a manner which ensures that the resulting financial information satisfies
the concepts of relevance and reliability, thereby ensuring that the substance of the underlying transactions or other events
is reported.

The transition to AIFRS is accounted for in accordance with AASB 1 “First-time Adaption of Austrahan Equwalents to
International Financial Reporting Standards”, with 1 January 2004 as the date of transition.

The Directors intend to elect to apply AASB 119 "Employee Benefits” (December 2004}, even though the Standard is not
required to be applied until annual reporting periods beginning on or after 1 January 2008.

The accounting policies set out below have been applied in preparing the pro forma historical financial information for '
FY2005 and the comparative information presented for FY2004.

C.1.2  Principles of consolidation
Under AIFRS, the formation of the Dyno Nobel Group has been accounted for as a busmess combination.

- In applying the requirements of AASB 3 “Business Combinations” to the Dyno Nobel Group:

» the Company as the parent entity of the Dyno Nobel Group will present parent entity and consolidated financial
information for the Dyno Nobe! Group in published financial reports; and

> DNH, which is neither the legal parent nor legal acquirer, is deemed to be the accounting acqguirer of the Dyno Nobel Group.

Dyno Nobel Limited
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AASB 3 states that "when a new enlity is formed to issue equity instruments to effect a business combination, one of the

‘combining entities that existed before the combination shall be identified as the acquirer on the basis of the evidence

available”. This is commonly referred to as “reverse acquisition accounting”. This differs from the method of acquisition
accounting under previous Australian GAAP, by which the legal entity that acquires the other comblmng entities (* the Legal
Parent”) would always be identified as the acquirer.

The Company is the Legal Parent. It wilt directly acquire the shares in DNH. However, as the Company is a newly formed
entity and as it is in substance issuing shares to effect the business combination, the Directors are of the opinion that, in
accordance with the requirements of AASB 3, the Company cannot be identified as the acquirer. Consequently, one of the
combining entities that existed before the combination has to be identified as the acquirer.

In the opinion of the Directors, the acquirer is considered to be DNH (Accounting Acquiren), the existing parent entity in the
existing Dyno Nobel Group. This conclusion is based on an assessment of the relative fair values of the combining entities
{DNH and its subsidiaries, the Company, and 1AF). DNH-currently owns the. Dyno Nobel North American and Dyno Nobel
Australian businesses, and will become a wholty-owned subsidiary of the Company shortly before Shares are assued under
the Offer.

The pro forma historical financial information incorporates the assets and liabilities of all entities deemed to be contro[led by
DNH, including the Company and the results of all deemed controlied entities for the period from which those entities are
assumed to have been owned by DNH. DNH and its deemed subsidiaries are referred to in this Prospectus as the pro
forma consolidated entity or the Dyno Nobel Group. The impact of all transactions Dbetween entities in the pro forma
consolidated entity are eliminated in full,

Consistent accounting policies have been used in the preparat:on and presentation of the pro forma historical financial
mformatlon

A companson of the accounting {or this business combination under AASB 3 with the requirements under previous
Australian GAAP is summarised in the following table.

TABLE C.1.2.1: COMPARISON OF ACCOUNTING FOR BUSINESS COMBINATIONS UNDER AIFRS AND AUSTRALIAN GAAP

AIFRS ' Previous Australian GAAP

Consolidated DNH and its controlled entities. The Company and its controlled
financial statements " entities. -
are presented for; : . ’
Retained earnings  Retained earhings of ONH from the date of its incorporation, Results of the combining entities
of the consolidated  plus the results of other combining entities from the date of from the date of acquisition by the
group represent:.  acquisition by the Company. ‘ Company. As the Company is a

' DNH's retained earnings as at the date of the business . Newly incorporated entity it has no

combination are not available for the payment of dividends to ~ retained earnings.
the shareholders of the Company. .

Basis of DNH's consolidated net assets measured at their historical The Company’s net assets
measurement of the cost, plus the fair value of the net assets of the other comb:nung measured at historical cost, plus
consolidated net entities (the Company, IAF and ETl). ° : the fair vatue of DNH’s net assets
assets as at the Consequently the fair value of DNH's net assets are not and the other combining entities’
date of acquisition:  rafiected in the consolidated balance sheet. net assets at their fair value,

Value attributed to ~ Value of DNH's share capital (this is the historical share capital  Value of the Company's share

share capital; recorded in the books of DNH). 7 capital.
Number of shares  Number of shares issued by the Company. ' ‘Number of shares issued by the
issued: ‘ _ Company.

Other contributed  As a result of reverse acquisition accounting, a new account No such account existed.
equity: " is created as a component of equity. This equity account :
: represents a net adjustment for the replacement of the legal
parent's equity with that of the deemed acquirer.
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C.1.3 Presentation currency

Results of the major operating business are recorded in their local currencies, which are deemead to be their functional
currency. The Dyno Nobel Group’s US dollar denominated revenue represents approximately 65% of the total pro forma
revenue in FY2005, Consequently, under AIFRS, the Directors believe the US doliar reporting represents the best indicator
of the results of the Dyno Nobel Group and therefore have presented the pro forma historical consolidated financial
information in US dollars. :

However, for the convenience of potential invéstors, Australian dollar information has been included. Australian dollar
information has been translated from US dollars at the following exchange rates: .

> US dollar pro forma historical staternent of revenue and EBIT information has been translated into Australian dollars at
the average exchange rate for the financial year belng US$0.735:A$1.00 for FY2004 and US$0.761:A$1.00 for FY2005;
and ’

> US dollar pro forma historical batance sheet information has been translated into Australian dollars at the exchange rate
as at 31 December 2005 of US$0.732:A%$1.00. :

C.1.4  Net financing costs

Net financing costs comprise interest payable on borrowings calculated using the effective interest rate method, interest
receivable on funds invested, foreign exchange gains and losses on financing items, and gains and losses on hedging
instruments on financing items that are recognised in profit or loss (see accounting policy C.1.7 of this Appendix), the

. interest cost arising from the unwinding of the effect of discounting on defined benafit post-employment (superannuation/

pension} plans, the expected return on defined benefit plan assets and the interest cost arising from the unw:ndlng of the
effect of discounting on provisions.

lnterest incoma is recognised in profit or Ioss as it accrues, using the effective interest rate method.

C1.5 Borrowings

Borrowings are recorded initially at fair value, net of transaction costs. Subsequent to initial recognition, borrowings are
measured at amortised cost with any difference between the initial recognised amount and the redemption valug being
recognised in prof it and loss over the period of the borrowing using the effective interest rate method.

C.A.6 Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, cash in banks and investments in money market instruments. Bank
overdrafts are shown within horrownngs in current liabilities in the balance sheet.

. CA.7 Derivative financial instruments

The Dyno Nobel Group enters into a variety of derivative financial instruments to manage its exposture to interest rate and
foreign exchange risk, including forward foreign exchange contracts and interest rate swaps.

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequentl‘y
remeasured to their fair value at each reporting-date. The resulting gain or loss.is recognised in profit or loss immediately
unless the derivative is designated and effective as a hedging instrument, in which event, the timing of the recognition in
profit or loss depends on the nature of the hedge relationship. The consolidated entity designates certain derivatives as
either hedges of the fair value of recognised assets or liabilities or firm commitments {fair value hedges} or hedges of highly
probable forecast transactions (cash flow hedges).

C.1.7.1  Fair value hedge

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in profit or loss
immediately, together with any changes in the fair value of the hedged asset or liability that is attributable to the hedged risk.
Hedge accounting is discontinued when the hedge instrument expires or is sold, terminated, exercised, or no longer
qualifies for hedge accounting. The adjustment to the carrying amount of the hedged item arising from the hedged risk is
recognised as profit or loss from that date.

C.1.7.2 Cash flow hedge :

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash fiow hedges are
deferred in equity. The gain or loss relating to the ineffective portion is recognised immediately in profit or loss.

Amounts déferred in equity are recorded in profit or loss in the periods when the hedged item is recognised in profit or

- loss. However, when the forecast transaction that is hedged results in the recognition of a non-financial asset or a non-

financial liability, the gains and losses previously deferred in equity are transferred from eqmty and inctuded in the initial -
measurement of the cost of tha asset or liability.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated, or exercised, or no lenger
qualifies for hedge accounting. At that time, any cumulative gain or loss deferred in equity at that time remains in equity and
is recognised when the forecast transaction is ultimately recognised in profit or loss. When a forecast transaction is no
longer expected to occur, the cumulative gain or loss that was deferred in equity is recognised immediately in profit or loss.
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C1.8 Employee benefits

Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave and long service leave
when it is probable that settlement will be required and they are capable of bseing measured reliably. Provisions made in
respect of employee benefits expected to be settled within 12 months, are measured at their nominal values using the
remuneration rate expected to apply at the time of settlement. Provisions made in respect of employee benefits which are -
not expected to be settled within 12 months are measured as the present value of the estimated future cash outflows to be
made in respect of services provided by employees up to reporting date,

C.1.9 Superannuation plans

The Dyno Nobel Group contributes to defined benefit and defined contribution superannuation plans. Contributions to
defined contribution plans are expensed as incurred. Provisions are recognised to provide for estimated defined benefit plan
obligations using the “corridor approdch” as allowed by AASB 119 “Employee Benefits”. Any estimated deficits in the plans
are determined with reference to the fair value of the respective plan assets and actuarially determined accrued benefits.
The actuarial assessment of accrued benefits takes into account the estimated present value for benefit obligations,
employee service periods and investment returns. The discount rates used in determining the present value of accrued.
benefits, which may vary, are based on respective government or high quality corpeorate bond rates as appropriate.

The cost of providing benefits under the plans is determined separately for each plan using the projected unit credit
actuarial valuation method. Actuarial gains and losses are recognised as revenue or expense in the pro forma income
statemment over the expected average working life of the employees participating in the plan. Under the carridor approach,
amortisation of unrecognised net gain or loss resulting from experience different from that assumed and from changes in
assumptions (excluding asset gains and losses not yet reflected in market-related value) is included as a component of net
periodic benefit cost for a year. If, as of the beginning of the year, that unrecognised net gain or loss exceeds 10% of the
greater of the projected benefit obligation and the market-related value of plan assets, the amortisation is that excess
divided by the average remaining service period of participating employees expected to receive benefits under the plan.

C.1.10 Equity accounted investments

Investments are initially recorded at cost. Subsequent to initial recognition, investments in associates and joint venture
entities are accounted for under the equity method in the pro forma historical financial information. Accordingly, equity
accounted investmenits are recorded at cost and adjusted by the Dyno Nobel Group's share of undistributed eamings and
losses. At 31 December 2005, profits.capitalised in the inventory of the associates and joint ventures that they purchased
from the Dyno Nobel Group have been eliminated to the extent of the Dyno Nobel Group's ownership interest.

C.1.11  Foreign currency

C.1.111 Foreign currency transactions g :

All foreign currency transactions during the financial year are brought to account using the exchange rate in effect at the
date of the transaction. Foreign currency monetary items at reporting date are translated at the exchange rate existing at
reporting date,

Non-monetary assets and liabilities carried at fair value that are denominated in forelgn currencies are translated at the
rates prevailing at the date when the fair value was determined.

Exchange differences are recognised in profit or loss in the period in which they arise except that:

> exchange differences which relate to assets under construction for future productive use are included in the cost of
those assets where they are regarded as an adjustment 1o interest costs on foreign currency borrowings;

» exchange dlfferences on transactions entered into in order to hedge certain foreign currency risks; and

» exchange dtfferences on monetary items receivable from or payable to a foreign operation for which setlement is neither
planned or likely to occur, which form part of the net investment in a foreign operation, are recognised in the foreign
currency ranslation reserve and recognised in profit or loss on dispasal of the net investment.

C.1.11.2 Foreign operations

On consolidation, the assets and fabilities of the pro forma consolidated entity’s overseas operatlons are translated at
exchange rates prevailing at the reporting date. Income and expense items are translated at the average exchange rates for
the period unless exchange rates fluctuate significantly. Exchange differences arising, if any, are recognised in the foretgn
currency translation reserve, and recognised in profit or loss on disposal of the foreign operation.

Goodwill and fair value adjustments arising on the acquisition of a foreign entity on or after the date of transition to AIFRS
are treated as assets and labilities of the foreign entity and translated at exchange ratas prevailing at the reporting date.
Goodwill arising on acquisitions before the date of transition to AIFRS is treated as a US dollar denominated asset.
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C1 12 Goodwilt

. Goodwill, representing the excess of the cost of acquisition over the fair value of the identifiable assets, liabilities and
contingent liabilities acqunred is recognised as an asset and not amortised, but tested for impairment annually and

whenever there is an indication that the goodwill may be impaired. Any impairment is recognised immediately in pro forma
profit or loss and is not subsequently reversed. .

C.1.13 - Impairment of assets

At each reporting date, the Dyno Nobe! Group reviews the carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where the
asset does not generate cash flows that are independent from other assets, the pro farma consclidated entity eshmates
the recoverable amount of the cash-generating unit to which the asset belongs.

Goodwill, intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for
impairment annually and whenaver there is an indication that the asset may be impaired. An impairment of goodwill is not
subsequently reversed,

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-iax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset for whlch the estimates of future cash flows
have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit} is estimated to be less than its carrying amount, the carrying
amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised in profit
or loss immediately, unless the relevant asset is carried at fair value, in which case the impairment loss is treated asa

-revaluation decrease.

Where an impairment loss subsequent!y reverses, the carrying amount of the asset (cash-generating unit) is increased

to the revised estimate of its recoverable amount, but only to the extent that the increased carrying amount does not
exteed the carrying amount that woutd have been determined had no impairment loss been recognised for the asset
(cash-generating unii) in prior years. A reversal of an impairment loss is recognised in profit or loss immediately, unless the
relevant asset is camied at fair value, in which case the raversal of the impairment loss is treated as a revaluation increase.

C1.14  Income tax

C.1.14.1 Current tax

Current tax is calculated by refarence to the amount of income taxes payable or recoverable in respect of the taxable proﬁt
or tax loss for the period. It is calculated using tax rates and tax laws that have been enacted or substantively enacted by
reporting date. Current tax for current and prior periods is recognised as a liability {or asset) to the extent that it is unpaid
{or refundable).

C.1.14.2 Deferred tax

Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary differences
arising from differences between the carrying amount of assets and liabilities in the pro forma h|stor|cal consolidated
financial information and the correspanding tax base of those items:

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are recognised
to the extent that it is probable that sufficient taxable amounts will be available against which deductible temporary
differences or unused tax losses and tax offsets can be utilised. However, deferred tax assets and liabilities are not
recognised if the temporary differences giving rise to them arise from the initial recognition of assets and liabilities {other
than as a result of a business combination) which affects neither taxable income nor accounting profit. Furthermore, a
deferred tax liability is not recognised in refation to taxable temporary differences arising from goadwill.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries, branches,
associates and joint ventures except where the pro forma consolidated entity is able to control the reversal of the temporary
differences and it is probable that the temporary differences will not reverse in the foreseeable future. Deferred tax assets
arising from deductible temporary differences associated with these investments and interests are only recognised to the
extent that it is probable that there will be suifficient taxable profits against which to utilise the benefits of the temporary
differences and they are expected to revarsa in the foreseeable future.
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Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s) when the asset
and liability giving rise to them are realised or settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted by reporting date. The measurement of deferred tax liabilities and assets refiects the tax -

-consequences that would follow from the manner in which the pro formia consolidated entity expects, at the reporting date,

1o recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation authority and the
company/pro forma consolidated entity intends to setile its current tax assets and liabilities on a net basis.

C.1.15 Intangible assets

C.1.151 Patents, trademarks and licences

Patents, trademarks and licences are recorded at cost less accumulated amortisation and impairment. Amortisation is
charged on a straight-line basis over their estimated useful lives of five to nine years, Estlmated useful lives and amortisation
methods are reviewed at the end of each annual reporting period.

C.1.15.2 Research and development costs

. Expendituré on research activilies is recognised as an expense in the period in which it is incurred. Where no

internally-generated intangible asset can be recognised, development expenditure is recognised as an expense in the |
period incurred.

C.1.15.3 Intangible assets acquired in a business combination

All potential intangible assets acquired in a business combination are identified and recognised separately from goodwill
where they satisfy the definition of an intangible asset and their fair value can be reliably measured.

C.1.16 Inventories : .
Inventories, including work in progress, are valued at the lower of average cost and net realisable value.

Costs, including an appropriate portion of fixed and variable overhead expenses, are assigned to inventory on hand by the
method most appropriate to each particular class of inventory, with the majority being valued on a moving average basis.

Net realisable value represents the estimated selling price less all estimated costs of completibn and costs to be incurred in
marketing, selling and distribution.

C.1.17 Leased assets .

_Leases are classified as finance leases whenever the terms of the lease transfer substantlally all the risks and rewards of

ownership to the lessee. All other leases are classified as operating leases.

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in which economic henefits from the leased asset are consumed.

C.1.18 Payables
Trade payables and cther accounts payable are recognised when the pro forma consolidated entity becomes obliged to
make future payments resulting from the purchase of goods and services.

C.1.19 Property, plant and equipment

Property, plant and equipment and leasehold improvements are stated at cost less accumulated deprecuanon and
impairment. Cost includes expenditure that is directly attributable to the acquisition of the item. In the event that settlement
of all or part of the purchase consideration is deferred, cost is determined by discounting the amounts payable in the future
to their present value as at the date of acquisition.

Depreciation is provided on property, plant and equipment, including freehold buildings but excluding land. Depreciation is
calculated on a straight-line basis so as to write off the net cost or other revalued amount of each asset over its expected
useful life to its estimated residual value. Leasehold improvements are depreciated over the period of the leass or estimated
useful life, whichever is the shorter, using the straight-line method. The estimated useful lives, residual values and
depreciation method is reviewed at the end of each annual reporting period.

Dyne Nobel Limited

- Appendix to Prospectus




The following estimated useful lives are used in the calculation of depreciation:
> Buildings 1010 40 years; '

» Leasehold improvements three to 25 years; and

» Plant and equipment three to 30 years

€.1.20 Provisions
Pravisions are recognised when the Dyno Nobel Group has a present obligation, the future sacrifice of economic benefits
Is probable and the amount of the provision can be measured reliably.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at
reporting date, taking into account the risks and uncertainties surrounding the cbligation. When a best estimate cannot
be reasonably estimated, but a range can be reasonably estimated, the entity accrues the amount that reflects the best
estimate within that range or the mid-point of the range if no estimats within the range is better. Where a best estimate is
unavailable but an estimated range is available, the mid-peint is booked. Where a provision is measured using the cash
flows estimated to settle the present obligation, its carrying amount is the present value of those cash flows.

When some or all of the econcmic benefits required to settle a provision are'expected to be recovered from a third party,
the receivable is recognised as an asset if it is virtually certaln that recovery will be received and the amount of the
receivable can be measured reliably. .

C.1.20.1 Restructuring
Provision for restructurings are recognised when Dyno Nobel Group has developed a detailed formal plan for the
restructuring and has raised a valid ‘expectation in those affected that it will carry out the restructuring by:

> starting td implement the plan; or
> announcing its main features to those affected by it.

C.1.20.2 Enviranmental

The Dyno Nobel Group is required to remediate or restore manufacturing, storage and depot sites, either during or at the
end of their lives, to a condition acceptable to the relevant authorities and consistent with the Dyno Nobel Group
environmental policies.

These environmental related restoration and remediation costs are recognised when' site restoration, environmental
remediation and clean up cbligations are either known or considered probable and the related costs can be reliably
measured. The environmental provision is measurad using the cash flows estimated to settle the present obligation,
dlscounted to present valua using a current market rate, :

The expected cost of any environmental restoration program, dlscounted toits net present valus, is provided when the
related environmental disturbance occurs, based on the Byno Nobel Group's interpretation of enwvironmental and regulatory
requirements and its own environmental policies where these are more stringent and this has created an obligation on the
Dyno Nobel Group. R

Expected erwironmental restoration costs are based on the estimated current cost of detailed plans prepared for each site.
Where there is a change in the expected enviranmental restoration costs, an adjustment is recorded against the carrying

valug of the provision, and the effect ia recognlsed in the income statement.

C.1.20.3 Decommissioning

The Dyno Nebel Group has obligations to refire long-lived assets at various manufacturlng and storage sites at the end of
their productive lives to a condition acceptable to the relevant authorities and consistent with the Dyno Nobel Group's
environmental policies. Decommissioning provisions are recogntsed in relation to these obligations at the time the
obligations are incurred.

These decommissioning costs are based on the estimated cost from detailed plans prepared for each site and are
recognised when site restoration, environmental remediation and clean up cbligations are either known or considered
probable and the related costs can-be reliably measured. The decommissioning provision is measured using the cash
flows estimated to settle the present obligation, discounted to present value using a current market rate,

These costs are expected fo be incurred between 2007 and 2084. Where there is a change in the expected restoration
costs, an adjustment is recorded against the carrying value of the provision, and the effect is then recognised in the
income statement on a prospective basis over the remaining life of the asset.
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C.1.21 Revenue recognition
C.1.21.1 Sale of goods’

Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods has
transferred to the buyer Discounts and volume rebates are deducted from the revenue.

C.1.21.2 Rendering of services

Revenue from a contract to provide services |s recognlsed by reference to the stage of completion of the contract

.2 CASH AND CASH EQUIVALENTS

Pro forma
consolidated

balance sheet

Pro forma
consolidated

_balance sheet

As at 31 December 2005 US$m ASm
Cash at bank and on hand 79 10.8
Short-term deposits 04" 0.5

' 8.3 11.3
Restricted Cash! ' 1.7 23
- 100 136
Note:

M The Dyno Nobel Group had restricted cash of US$1 7 million at 31 December 2005, The restricted cash represents:
> employee funds held in tha Veba Trust Health and Welfara Plan, which was set up during 2005, for the purpose of providing health, medical, long-term

disability and life insurance benefits for employees; and

> funds held with National Bank of Canada as cash cotfateral for Dyno Nabet Nnrogen Inc.'s letter of credlt set up during 2005.

C.3 RECEIVABLES

Pro forma

consolidated
balance sheet

Pro forma
consolidated
balance shest

As at 31 December 2005 uUssm A$m
Current .
Trade receivables 1244 169.8
less; provision for doubtful debts (5.9} ' (8.0)
118.5 161.8
Trade receivables from ;osntly controlled entities 2789 381
Other receivables’ 26.6 36.3
173.0 236.2
C.4 INVENTORIES }
Pro forma Pro forma

As at 31 December 2005

consclidated
balance sheet

consoclidated
balance sheet

Ussm ASm

Raw materials and consumables 26.9 36.7
Work in progi’ess 25.4 34,7

~ Finished goods 51.3 70.1
' 1036 M5
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C.5INCOME TAXES
Pro forma Pro forma

Pro forma Pro forma

Pro forma Pro forma

consolidated consolidated consolidated” consolidated consolidated consolidated
balance sheet balance sheet balance sheet balance sheet balance shesot balance sheet

consolidated
balance sheet

As at 31 December 2005 Us$m ASm US$m ASm ussm ASm
Current tax assets
Receivable from taxation authorities 45 - 6.2
45 6.2
" Current tax liabilities
Provision for current income tax 13.2 18.0
' 13.2 18.0
Recognised deferred . ) .
tax assets and liabilities Assets Liabilities Net
Property, plant and equipment 25 3.4 -~ (28.7) (30.3) (26.2} (35.9)
Pravisions 307 419 - - 307 419
Other items . 21.8 29.8 (10.7)y . {14.5) 114 15,3
Tax value of loss carry forwards 170 23.2 - - 17.0 23.2
" Tax assets/{liabilities) ‘ 72.0 08.3 (39.4) (53.8) 326 44.5
Set off of tax ’ (39.1) . {53.4) 3941 53.4 - -
Net tax assets/(liabilities) ' ) 329 449 {0.3) (0.4 326 445
Unrecognised deferred tax assets
Tax value of loss carry forwards ' 0.2 0.3
' 02 - 03
C.B OTH_Eh ASSETS
Pro forma Pro forma

consolidated
balance sheet

As at 31 December 2005 USSm ASm

Current '

Prepayments 11.5 1587

Assets held for resale 1.7 2.3
13.2 18.0

Dyno Nobel Limited
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C.7 INVESTMENTS ACCGOUNTED FOR USING THE EQUITY METHOD

Carrying value
Principal activity Country of Interest 31-Dec-05 31-Dec-05
Name of entity incorporation incorporation % UsS$m ASm
Alpha Dyno Nobel Explosive Sales and Distribution USA 50 0.7 1.0
Boren Explosives Co, In¢ Explosive Sales and Distribution USA 50 0.6 .08
Buckley Powder Company Explosive Sales and Distribution USA 50 3.9 53
Buckley Powder Company . o .
of Oklahoma, Inc Explosive Sales and Distribution USA 51 24 3.3
Dampier Ammonia Pty Limited  Dormant ’ Australia 50 - -
Dampier Nitrogen Pty Limited Dormant Australia 50 - -
Denesoline Westérh Explosive Sales and Distribution .~ Canada 49 0.8 1.1
Explosives Inc! ) .
DetNet International Ltd Electronic Detonator Sales
. and Distribution Ireland 50 4.2 5.7
DetNet South Africa (Pty} Ltd Electronic Detonator Manufacturing  South o '
‘ Africa 50 1.0 1.4
Evenson Explosives LLC Explosive Sales and Distribution USA 50 53 7.2
Midland Powder Company Explosive Sales and Distribution USA 50 2.8 3.8
Minnesota Explosives Company Explosive Sales and Distribution UsA 55 "3.0 4.1
Newfoundland Hard-Rok Inc.  Explosive Sales and Distribution Canada 50 0.3 04
Pepin-IRECO, Inc Explosive Sales and Distribution USA 50 3.7 51
Polar Explosives Ltd?2 Explosive Sales and Distribution Canada 83.5 08 1.1
Queensland Nitratas Pty Limited Ammonium Nitrate Manufacturing  Australia 50 16.7 228
Queensland Nitrates Management Sarvices Australia 50 - -
Management Pty Limited .

- Wampum Hardware Combany Explosive Sales and Distribution usa 50 5.9 81
Western Explosives System Explosive Sales and Distribution . USA 50 - 09 1.2
Company (WESCQ) .o -

53.0 72.4
Notas:

™ Due to legal requirements in the Canadian Northwest Territories, Dyno Nobel cannot own greater than 48% of the shares in Denesoline Western
Explosivas Inc. Howaver undar the joint veniura agreement, Dyno Nobel is entitled to 95% of the assets and profits of Denesoline Western Explosives Inc.
@ Due to the terms of the contractual arrangements betweesn the shareholders, Dyno Nobel considers Polar Explosives Limited to be a jointly controlled

entity. ’

C.8 OTHER FINANCIAL ASSETS

Pro forma

consolidated
balance sheet

Pro forma
consclidated

" balance shest

As at 31 December 2005 UsS$m ASm

Non-current

Loans to jointly controlled entities 20.4 279

Receivables from jointly controlled entities 6.5 8.8

Other ' 0.8 1.1
27.7

Dyno Nebel Limited
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C.0 PACPERTY, PLANT AND EQUIPMENT |

" Proforma
consolidated
balance sheet

Pro forma
consolidated
balance sheet

consolidated
balance sheet

As at 31 December 2005 UsS$m ASm
Freehold land at cost 497 67.9
Buildings at cost 704 95.7
Accumulated depreciation (23.4) (32.0)
o 6.7 63.7
Leasehold improvements at cost 3.8 5.2
" Accumulated depreciation (2.2) (3.0}
. 1.8 2.2
Plant and equipment at cost 288.4 393.9
Accumulated depreciation {109.4) (149.4}
, 178.0 2445
Software at cost 23.2 317
Accumulated amortisation (15.7) {21.5)
7.5 - 10.2
Work in progress {plant and equipment) 12.1 T 166
296.6 405.1

C.10 INTANGIBLES

Pro forma Proforma

consolidated
balance sheet

As at 31 December 2005 ussm ASm
Goodwill at carrying value 165.0 211.7
Other intangibles at cost 87 1.8
Accumulated amortisation (3.7) (5.0)
50 6.8
160.0 218.5

C.11 PAYABLES
Pro forma Pro forma

consolidated
balance sheet

consolidated
balance sheet

As at 31 December 2005 USSm ASm

Current _

Trade payables 105.3 143.8 -

Accruals and other payables 55.9 76.3
161.2 2201

) Dyno Nebel Limited
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€.12 BORROWINGS

consolidated
balance sheet

Pro forma A

Pro forma
consolidated
balance sheet

As at 31 December 2005 ' US$m A$m
Current ' '
Unsecured .
Loans from jointly controlled entities 6.5 89
Others : A 1.2 16
Secured ' '
Bank loans .
C$9.75 million facility 18 25
US$1.0 mitlion facility : ’ ’ 03 0.4
Current portion of finance lease liabilites 16 22
11.4 15.6
Nen-current
Unsecured .
Note from an individual, 5% maturing December 2010 o7 1.0
Bank loans .
US$300 million term loan maturing three years from Listing 299.2 408.6
US$225 million revolving credit facility maturing five years from Listing 140.2 191.4
Secured . .
Finance lease liabilities : . ' 24 3.3
' ] 4425 604.3
C.13 PROVISIONS
Pro forma Pro forma
consolidated consolidated
. balance sheet balance sheet
As at 31 December 2005 USSm ASm
Current
Environmental ' . - 78 10.7
"Employee leave entitiements : . 44 6.0
Restructuring 4.0 5.5
Other ' 07 0.9
16.9 23.1
Non-current |
Environmental ‘ - 209 285
. Employee lsave entitlements o 0.5 0.7
Legal : ' o 0.8 10
Paost-retirement benefits {C.14) ) . 56.9 777
. Asset retirement obligations . 19.7 270
98.8 134.9

Dyno Nobel Limited
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C.14 DEFINED BENEFIT POST RETIREMENT PLANS

> Dyno Nobel Group operates defined benefit superannuation plans and post retirement plans in the United States,

Canada, Australia and Mexico. - .
United States

and Canada Moexico Australia Total Totat
Us$m UsSsm UsSsm USSm A$m
The amount included in the balance sheet arising
from the entity’s obligations in respect of its |
defined benefit plans is as follows: ) _ .
.- Present value of funded defined benefit abligations - 186.8 1.0 2.5 ©.190.3 259.9
Fair value of plan assets (125.0) (0.9) (2.6) {127.7) (174.5)
' 61.8 09 (0.1) 62.6 85.4
Present value of unfunded defined benefit obligations . 5.3 1.4 - 6.7 9.2 .
(Surplus)/deficit 67.1 2.3 (0.1} 69.3 94.6
Net actuarial {losses) not recognised ) {12.2) {0.2) - (12.4) (16.9)
Net liability/(asset) arising from defined '
_ benefit obligations ] ‘ 54.9 21 (0.1) 56.9 777
Inc|uded in the balance sheet:
Non-current provision for post-retirement -
benefits {C.13) 54.9 21 (0.1} 56.9 77.7
United States: United
Dyno Nobel States: Canada:
plans ETl plans ETIl plans Mexico Australia
Key assumptions used ’
{expressed as weighted averages): ]
Discount rates ] 5.75% 5.50% .5.00% 5.50% 4.70%
Expected return on plan assets ' 8.00% 750% .. 7.50% 5.50% 7.30%
Expected rates of salary increase : 3.27% NA - 2.50% 1.50% 4.00%
Cvno MNobel Limited
Appendix to Prospectus
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C.15 COMMITMENTS

Pro forma
consolidated
balance sheet

Pro forma
consolidated
balance sheet

As at 31 Dacember 2005 . us$m ASm
Capital expenditure commitments
Capital expenditure contracted for at balance date but not provided
for and payable:
within one year B.4 1.4
8.4 11.4
Operating lease commitments
Aggregate amount contracted for at balance date but not provided
for and payable: _ . :
within one year 8.9 12.2
one year or later and no later than five years 249 341
later than five years 3.0 4.1
36.8 50.4
Other commitments
Aggregate amount contracted for at balance date but not provided
for and payable:
within one year 05 0.7
one year or later and no later than five years 1.3 1.8
later than five years 01 01
' 19 26
C.16 ISSUED CAPITAL AND OTHER EQUITY TRANSACTIONS
) ’ Pro forma Pro forma

consolidated
balance sheet

consclidated
balance sheet

As at 31 December 2005 Ussm ASm

Issued capital

805.9 million ordinary shares, fully paid 243.7 332.7

Other squity transactions '

Additional funds raised by Dyno Nabel net of transaction costs

and refated tax benefits 3321 453.5

Reverse acquisition accounting adjustments (328.6) (448.7)
3.5 4.8

As aresult of reverse acquisition accounting, a new equity account is created as a component of equity. This account is
not avaitable for distribution and represents a net adjustment for the replacement of the legal parent's equity with that of the

deemed acquirer.

Dyno Nobel Limited
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C.A7 CONTINGENT LIABILITIES

The Dyna Nobel Group is involved in various legal proceedings arising out of the normal.course of business. The Directors
believe that the outcome of these proceedings will not have a material impact on the Group’s financial position or resuits
of operations.

The North American business has been named in a lawsuit related to the potassium perchicrate level in ground water at
one of its facilities. No estimate of the claim can be made at 31 December 2005; however, if settled unfavourably, ‘the
amount could be material, Total litigation exposure is sngmﬁcanﬂy in excess of the amount accrued, but such amount is
expected by the Directors to be covered by an insurance consortuum with an insurance contract that expires at the end of
June 2006 and has coverage up to US$200 million.

D Compilation of pro forma historical financial information

As detailed in the tables below, pro forma adjustments have been made to the underlying audited consolidated financial
statements of DNAPL and Dyng Nabel Holdings USA Il inc. that the Directors considered appropriate to refiect the '
farmation of the Dyno Nobel Group, so that the financial information for the Dyno Nobel Group for FY2004 and FY2005 is
presented on a pro forma basis that is consistent with and reflects the operating structure of the Dyno Nobel Group that
will exist upon completion of the Offer. ‘ )

Refer to Section D.3 of this Appendix for the derivation of the North American businesses pro forma historical financial
information from the audited consolidated financial statements of Dyno Nobel Holdings USA Il Inc prepared in accordance
with generally accepted accounting principles in the US ("US GAAP"), the audited financial statements of ETI and the
unaudited financial records of Dyno Nobel Canada, CMMPM and the Nitrochem Maitland businsss.

Refer to Section D.4 of this Appendix for the dérivation of the Australian businesses pro forma historical financial
information from the audited consolidated financial statements of DNAPL, prepared in Australian dollars and converted
to US dollars. ’ -

b1 Compilation of pro forma historical consolidated statement of revenue and EBIT {equity method basis)
TABLE D.1.: FY2004 PRO FORMA HISTORICAL CONSOLIDATED STATEMENT OF REVENUE AND ERIT (EQUITY METHOD BASIS)
- Pro forma

: Proforma  Proforma - Proforma Consolidation Pro forma
ussm ’ North America Australia DetNet adjustments total
Revenue from operating activities ) 808.3 - 167.6 - - (1.8 975.%
Cost of sales ' (499.6) (122.7) - 16 (620.7)
Gross profit " 3097 44.9. - (0.2) -354.4
Other income _— : 0.3 02 - = S0 0.4
Other expenses ' {203.6} (28.2) - - {231.8)

EBITDA before share of profit of jointly
controlled entities accounted for usmg the

equity method ‘ 1064 16.9 - (0.3) 123.0
Share of profit/{loss) of jointly controiled enlltles )

{equity method) 4.1 37 (1.1} - . 6.7
Pro forma EBITDA : 110.5 20.6 (1.1} (0.3) 129.7
Depreciation (29.9) (5.9 : - - (35.8)
Pro forma EBITA : . o 80.6 14.7 1.1y (0.3) 939
Amortisation . (1.5) - - - (1.5)
Pro forma EBIT . 79.1 14.7 {1.1) {0.3} 92.4

Dyno Nobel Limited 1“
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TABLE D.1.2: FY2005 PRO FORMA HISTORICAL CONSOLIDATED STATEMENT OF REVENUE AND EBIT (EQUITY METHOD BASIS-)

Pro forma

. Pro forma Pro forma Pro forma consolidation Pro forma
ussm ’ North America Australla DetNet adjustments total
Revenue from operating activities - 931.8 . 2096 - .- 5.3} 1,136.1
Cost of sales (599.8) (162.4) . - 5.1 (7571}
Gross profit ' 3320 a72 - - (©.2) 379.0
Other income 15 0.2 - - 1.7
-Other expenses - (221.5) (29.0) - o) {250.6)
EBITDA before share of profit of jointly .
controlled entities accounted for using the .~ ‘
equity method . 12.0 18.4 - €3 - 130.1
Share of profit/loss of jointly controﬂed entities ‘ .
{equity method) 49 02 T (3.2 D= 1.9
Pro forma EBITDA ' 116.9 18.6 (3.2) 0.3y 132.0
Depreciation (35.2) {6.3) - - {41.5)
Proforma EBITA ‘ 817 12.3 3.2) ©.3) 90.5

~ Amortisation (1.7) - .- - a7 .

Pro forma EBIT 80.0 12.3 (3.2} {0.3) 88.8

D11 Proforma North America :

. Pro forma financial information with respect to the North American business, including details of pro forma and other
adjustments madé to the financial statements is shown in Section B.3.1 of this Appendix.
D.1.2 Pro forma Australia -
Pro forma financial information with respect to the Australian business, including details of the pro forma and other
adjustments made to the financial statements is shown in Section D.4.1 of this Appendix.
D.1.3 Pro forma DetNet
DetiNet is the combination of two jointly controlled entities, DetNet South Africa and DetNet Internatnonal based in
South Africa and Ireland respectively. These entities are both owned 50% by Dyno Nobel
D.1.4  Pro forma consolidation adjustments
There are various pro forma consolidation adjustments to reflect the consolidation of the North American and Australian
businesses and DetNet. These adjustments primarily relate to the elimination of intercompany sales and management
charges between the consolidated businesses.

ﬂ Dyno Nabet Limited - . ’
Appendix to Prospectus . !
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D.2 Compilation of pro forma consolidated balance sheet
TABLE D.2.1: PRO FORMA CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 20051

Pro forma Pro forma Pro forma Pro forma Pro forma con:;?iégm:: Pro forma
North America Australia DetNet DNH adjustments adjustments . total
ussm ussm Ussm uUssm UsS$m Us$m US$m
Current assets . ’
Cash and cash equivalents  16.3 7.8 - 1.0 {25.1} .- 10.0
Receivables o 118.2 542 - 27.0 16.8 (43.2) 173.0
Inventories - 6bd 197 - - -18.8 - 103.6
Current tax assets 45 - - - - - 4.5
Other 111 07 - - 1.4 - 13.2 -
Total current assets 215.2 82.4 - 38.0 1.9 43.2) 304.3
Non-current assets ' :
Receivables 0.2 - - - - - 0.2
Investments accounted
for using the equity )
method 275 16.6 5.2 - 3.7 - 53.0
Other financial assets - 20.8 - 461.2 07 (455.0) 277
Property, ptant and
equipment 12291 30.3 - {0.5) 377 - 296.6
Deferred tax assets 240 35 - - .54 - 329
Intangibles 67.8 31.7. - - 60.5 - 160.0-
Other ) - 08 f - - - 0.1 - 0.9
Total non-current assets 3494 102.9 " 5.2 480.7 108.1 (455.0) 571.3 .
Total assets 564.6 185.3 5.2 488.7 120.0 {498.2} 8756
Current liabilities _ . - - :
Payables ’ 99.7 441 - 24 229 (7.9) 161.2
Borrowings ' ’ 19.5 171 - 13.8- - (39.0) 11.4
Current tax liabilities 11 3.3 - 8.8 - - 13.2
Provisions 8.0 71 - - 1.8 - 16.9
Total current liabilities 128.3 - 718 - 25.0 247 (46.9) 2027
Non-current liabilities :
Borrowings . 518.4- 15.5 - - 359.9 (451.3) 4425
Provisions 71.5 1.6 - - 25.7 - 98.8.
- Deferred tax liabilities 0.3 - - - - - 0.3
" Total non-current :
liabilities 580.2 1741 - - 3856 (451.3) 5416
Total liabilities : 718.5 gar - 250 410.3 {(498.2) 744.3
Net assets/(liabilities) {153.9) 96.6 5.2 473.7 (290.3)- - 131.3
Total Shareholders’ ) .
equity/(deficit) (153.9) 96.6 5.2 a473.7 (290.3) - 131.3
- Note:

11 Tha pro forma balance shest has been derived by geographical area, however it is not intended to ke a representation of segmental balance sheets as
certain pro forma adjustments, including acquisitions have been included in Table D.2.1 abové rather than in each separate geographical area.

Dyno Nobel Limited
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. D.21  Pro forma North America

The compilation of the North American pro forma balance sheet, together with a reconcmatlon to the financial statements
of Dyno Nobel Holdings USA Il Inc, is prowded in Section D.3.2 of this Appendix.

" D.2.2 Pro forma Australia

The compllatlon of the Australian pro forma balance sheet, together with a reconciliation to the financial statements of
DNAPL, is provided in Section D.4.2 of this Appendix.

D.2.3 Pro forma DetNet
The equity accounted value of DetNet represents the cost of the acquisition of DetNet plus the Group's share of pro forma
profits/({losses) and dividends received since acquisition.

D.2.4 Pro forma DNH _
DNH is the accounting acquirer and therefore the assets and liabilities of this entity, which mainly include intercompany '
investmenits, receivables and payables that are eliminated on consalidation, are included in the pro forma balance sheet.

D.2.5 Pro forma adjustments

The pro forma adjustments set out in Table D.2.1 reflect the impact of the restructure of the pre-existing DNH, the
incarporation of the Company, the acquisition-of DNH by the Company, the settlement of this Offer and a change in the
Group's debt structure. These adjustments are summarised and described below.

Dyno Nobel Limited
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TABLE D.2.4: PRO FORMA BALANCE SHEET ADJUSTMENTS

Pro forma Pro forma -

Offer. Pro forma adjustments
restructure acquisitions total
UsS$m Ustm . USSm
Current assets , A :
Cash and cash equivalents {47.7) 226 ;25.1}
Receivables . {775.2) 792.0 16.8
Inventories ‘ - 1_8.8 18.8
- Other . - 14 1.4
Total current assets {(822.9) 834.8 1.9
Non-current assets )
Investments accounted for using the equity method Co— 3.7 37
- Other financial assets - ) 07 0.7
Property, plant and equipment . - a7 - 377
Deferred tax assets 3.8 16 5.4
Intangibles - - 60.5 60.5
Other - 0.1 0K
Total non-current assets 3.8 104.3 1081
TOTAL ASSETS (819.1) 939.1 120.0
Current liabilities '
Payables (3.6) 265 - 229
Borrowjngs (2.9) - 29 -
‘ Provisions - 1.8 1.8
Total current liabilities (6.5) 3t.2 24.7
Non-current liabilities
Borrowings (530.9) 890.8 358.9
Provisions - 25.7 25.7
" Total non-current liabilities (630.9) 916.5 385.6
TOTAL LIABILITIES (537.4) 947.7 o 410.3
Net e{ssetsl(liabilities) (281.7) (8.6) {290.3)
Total Shareholders’ equity/{deficit) {281.7) . (8.6} (290.3)

Dynio Nobel Limited
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D.2.5.1 Offer restructure
The Company was incorporated on 4 January 2008 with a share capital of A$50. Shortly before the compleﬂon of the -.
Offer, the Company will acquire DNH from MIIN. The following transactions are assumed to have occurred as at .

31 December 2005:

> DNH is acquired by the Company for a pro forma purchase price of approximately US$1,333.8 million (A$1,821.3 mnhon)
based on the mid-point of the Indicative Price Range and using the historical foreign exchange rate as at 31 December
2005 of US$0.732:A%1.00;

> the purchase price will be funded by issuing 334.7 million Shares valued at A$696.2 mitlion (US$509.8 million) and
236.6 million CRPS valued at A$492.1 million (US$360.4 million } to the Consortium and assumption of an
intra-group loan from the vendor. The value of the Shares issued to the Consortium is based on the mid-point of the
Indicative Price Range and using the historical foreign exchange rate as at 31 December 2005 of US$0.732:A$1.00;

- » the Offer is assumed to raise A$972.8 million (US$712.4 million) (based on the mid-point of the Indicative Price Range

and using the historical foreign exchange rate as at 31 December 2005 of US$0.732:A%$1.00) and the proceeds are -
applied to redeeming the CRPS held by the Existing Investors of A$492.1 million {US$360.4 million}, repayment of
existing debt facilities of A$444.7 million {US$325.7 million) and to paying related Offer costs of A$36.0 million
(US$26.4 million); and

> subsequent to the acquisition of DNH by the Company, intemal debt will be restructured resulting'in a reduction in the
carrying value of the Company's investment in DNH and an offsetting reduction in internal loans payab!e of approximately
US$135.0 million (A$184.3 million).

If the Final Price is greater than or less than the value assumed in the pro forma parent entity balance sheet, thls is likety to
result in a change in share capital and a change in the value at which the CRPS are redeemed

0.2.5.2 Pro forma acquisitions
In preparing the pro forma balance sheet, adjustments have also been made to reflect the followmg transactions which
occurred after 31 December 2005:

> the acquisition of the minority interest in Dyng Nobel Canada Inc;

> the acquisition of the minority interast in St Lawrence Explosives;

> the’ acquicitioh of the remaining interest in the Dyno East Kentucky joint venture;

= the acquisition cf the Spanish Fork assets as part of the expansion of the Carthage facility; .
> the acquisition of ETI; and ' ’

.= the acquisition of IIAF

The pro forma adjustment reflects provisional purchase price allocations by the Directors in accordance with AASB 3
“Business Combinations”. This exercise will be refined in due course when further information on the fair value of assets
and liabitities acquired becomes availablé.

IIAF is a wholly-owned subsidiary of MIIN which will be acqwred by the Company shortly before completion of the Offer.
The pro forma balance sheet assumes an internal debt restructure will occur prior to the acquisition of IIAF shortly before

_completicn of the Offer. DNH is assumed to pay a dividend to MIIN. MIIN will use the proceeds of that dividend to repay

loans from NAF.

D.2.6 Consolidation adjustments
Consolidation adjustments primarily relate to the ellrrunatlon of mtercompany balances.

{yao Nobel Limited
Appendix to Prospectus




D3 Derivation of pro forma historical financial information for the North American business

The tables below outline the pro forma adjustments made in each period to the information derived from the audited
consolidated financial statements of Dyno Nobel Holdings USA Il Inc prepared in accordance with US GAAP in order to
calcurate the pro forma historical financial information for the North American businesses.

" The financial staterments of Dyno Nobel Holdings USA |l Inc are prepared in accordance with US GAAP and do not include

an audited reconciliation between US GAAP and AIFRS. Where appropriate, adjustments required to reflect the pro forma
historical financial information of the North American businesses in accordance with AIFRS have been made in the pro
forma adjustments set out in the tables below.

While the information in the tables below présents the Dyno Nobel Holdings USA Il Inc net income, the adjustments made
to reconcile to the pro forma historical financiat information of Dyrio Nobe! Holdings USA Il tnc have only been presented to
pro farma EBIT. Upon acquisition by the Company, the North American businesses will operate under a different corporate
structure with different debt and tax profiles. Accordingly, historical borrowing costs and income tax expense have not
been presented because they are not indicative of what these expenses would have besn had the North American

. businesses operated as part of the Dyno Nobal Group under the new capital structuras which will be in place after

tha Offer,

Dyno Nobel Limited a
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APPENDIX TO PROSPECTUS

’

A description of the significart pro forrna adjustments to the Dyno Nobel Holdings USA Ning audlted financial statemems is
_set aut below:

D.3.1.1 Pro forma AIFRS adjustments

The Dyno Nobel Holdings USA 1l Inc audited consolidated financial statements were prepared under US GAAP.
Adjustments were therefore required to present the Dyno Nobel Holdings USA Il Inc results in accordance with the
measurement and recognition criteria of AIFRS. The significant unaudited adjustments. requlred from US GAAP 1o AIFRS.
are described below:

> Defined Benefit.Pension Plans - a reduction in pension plan expenses arose dus to the apphcat:on of AASB 119
“Employee Benefits™. Under AIFRS the Company has elected to apply the “corridor approach” as described in Note C4.9
and on transition at 1 January 2004 to AIFRS has recognised the cumulative actuarial gains and losses and prior service
costs of the defined benefit plans at this date in retained samings. Under US GAAP, SFAS 87, “Employers’ accounting for
pensions”, therd is no option to recognise all cumulative actuarial gains or losses at this date. Accordingly there is a
difference in the pension plan expense for FY2004 and FY2005 under US GAAP and AIFRS. Components of the pension
expense under AIFRS are classified as net financing costs.

> Measurement of provisions — AASB 137 “Provisions, Contingent Liabilities and Contingent Assets” requires that whére
" there is a continuous range of possible ocutcomes, and each point in'that range is as likely as any other, the mid-point of
the range is used. Under US GAAP, FIN 1.43 *Reasonable estimation of the amount of a loss”, if a range of estimates is
present and no amount in the range is more likely than any other amount in the range, the provision should be measured
at the minimum of the range of possible amounts. In FY2005 there is an adjustment of US$3.0 million based on an
estimated range provided by a third-party expert in relation to certain legal and environmental matters.

> Decommissioning provisions - On transition to AIFRS on 1 January 2004 a decommissioning provision was recognised
on long-term assets. For US GAAP purposes under SFAS 143 "Accounting for asset retirement obligations”™ as
interpreted by FIN 47 “Accounting for conditional asset retirement obligations”, a decemmissioning provision was not
recognised until 1 January 2005. In addition to the delayed recognition under US GAAP, there are differences in the rates
used to discount future cash flows in respect of these provisions under US GAAP and AIFRS. Under AIFRS the discount
rate is a rate that reflects current market assessments of the time value of money and the risks specific to the liability.
Under US GAAP the discount rate is further adjusted to reflect the credit risk of the Company. In addition, AIFRS requires
a reassessment of the discount rate at each reporting date, whereas US GAAP' does not allow reassessment of
discount rates.

> Other AIFRS adjustments - there are a number of additional adjustments to reflect the application of AIFRS, which relate
to inventory, business combinations and derivatives. Adjustments have also been made to reclassify certain income and
expenses from categories used in the Dyno Nobel Holdings USA |l Inc financial statements to those consistent with Dyno
Nobel Group's accounting policies. These adjustments ara |n5|gn|f icant individually and in aggregate and thus they have
not been discussed individually, -

' D.3.1.2 Pro forma adjustments

The pro forma adjustments reflect the inclusion of the results of Dyno East Kentucky on a 100% basis foflowing the ‘
acquisition of thg joint venture partner’s interests in this entity. In FY2004 the adjustment also remaoves the trading results
of Alaska-Pacific Powder Co and Geneva Nitragen Inc which were disposed during FY2004.

in both years an adjustment has been made to exclude costs associated with the previcus head office structure of the

former Dyno Nobel Group, and to include an aflocation for the costs associated with a new head office in Sydney based
on the Directors’ estimate.

. Dyno Nobel Limited
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D.3.1.3 Normalisation adjustments
The following table summarises the nomalisation adjustments that are reﬂected in the pro forma historical consolidated

*. financial information for FY2004 and FY2005:

TABLE D.3.1.3.1: NORMALISATION ADJUSTMENTS FOR THE NORTH AMERICAN BUSINESSES

North America
. FY2004 FY2005
USSm ' - USSm
Share based payments o - 16.8
Restructuring, impairment and related expenses 45 ' : 71
Ernvironmental expenses ) ‘ - . 4.8
Other expenses ' - 35

Total ’ ’ 4.5 32.2

The nature of the above adjustments were:

> Share based payments — In accordance with the Management Investment Scheme {MIS) put in place by DNH certain

. managers became entitied to exercise warrants upon the sale of DNH on 30 November 2005, The warrants have been
expensed in accordance with AASB 2 “Share based payments” in FY2005, and the cost has been excluded as a
non-recurring item. Management have no future entitiement under this scheme.

> Restructuring expenses - costs in relation to the reorgénisation of the business in North America were incurred in
FY2004 and FY2005. These were non-recurring redundancies arising from the restructuring of production facilities,
administrative functions, staff relocations and impairment review of certain plant and facilities.

> Ervironmental expenses — A reassessment of certain environmental'provisions. based on independent expert reports,
was performed in FY2005 leading to an.additional provision being required. Given the significance of these
reassessmenis, they have been excluded from the pro forma historical financial information.

> Other expenses — There were a number of smaller non-recurring costs in FY2005. These have not been discussed as
they are individually not material.

D.3.1.4 ETI pro forma adjustment

The pro forma financial information for ETI has been sourced from the financial statements of ET1 for FY2004 and FY2005,
prepared in accordance with US GAAP and has been included within North America as this reflects the segmental basis
that management will use to manage the business going forward. No significant differences have been identified between
US GAAP and AIFRS that would materially impact the financial information presented. The adjustments required from pro
forma EBIT to the “Income/(loss) from operations” in the ET1 statutory financial statements (prepared in accordance with
US GAAP) are as follows:

» reclassification of certain items to ensure consistency with definition of net financing costs used by Dyno Nobel of
US$1.4 million and US$1.6 million in FY2004 and FY2005 respectively;

> equity accounted share of profit of jointly controlled entities included in pro forma EBIT of US$0.7 million and Us$o.5
million in FY2004 and FY2005 respectively; and

> removal of former shareholder related costs of US$0.3 million in both FY2004 and FY2005.
D.3.1.5 Other businesses - Nitrochem Maitland, Canada and Mexico (CMMPM) -

_The pro forma financial information for Nitrochem, Maitland has been sourced from the accounting records of that business

for FY2004 and FY2005, prepared in accordance with US GAAP. No significant differences between US GAAP and AIFRS
were identified that materially impacted the pro forma financial information presented.

In addition, the Canadian businesses, Dyno Nobe! Canada Inc. and the 50%-owned joint venture Newfoundland Hard-Rok
Inc and CMMPM, an Initiation Systems plant in Mexico, have been combined into the North American business segment.
The pro forma information of these businesses is sourced from the accounting records of Dyno Nobel Canada Inc. and the
50%-owned joint venture Newfoundland Hard-Rok Inc and CMMPM for FY2004 and FY2005, prepared in accordance with
AIFRS, and has been inctuded within North America as this reflects the segmental basis that management uses to manage
the business.

D.3.1.6 Consolidation adjustments

Consolidation adjustments represent the sales revenue on transactlons between Dyno Nobel Ho!dlngs USA Il Inc, ETI
Nitrochem Maitland, the Canadian and CMMPM businesses,

Dyno Naobel Limited
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APPENDIX TO PROSPECTUS

D.3.2. Derivation of pro forma balance sheet for North Amencan businesses at 31 December 2005 -

TABLE D.3.2.1 DER!VATION OF PRO FORMA BALANCE SHEET FOR THE NORTH AMERICAN BUSINESSES AT 31 DECEMBER 2005

Dyno Nobel Limited

- Appendix to Prospectus

Dyno Nobel Pro forma Pro forma
Holdings USA . AIFRS LessOrica ' Canadian Pro forma Consolidation
Il Inc JS GAAP adjustments  husinesses businesses _CMMPM  adjustments Total
Us$m Ussm Us$m Us$m Us$m USém USS$m
Current assets R o
Cash and cash equivalents 156 - ©.2) 0.4 0.5 - 16.3
Receivables 98.0 3.3 (0.9) 157 63 (42 118.2
inventories 655 - {0.2) 10.3 24 - (2.9} 651
Current tax assets . 11.9 {7.4) - o= - - 45
Other 10.5 - - 06 - - - 11
Total current assets 191.5 (4.1} (1.3) 970 9.2 Al 215.2
Non-current assets ' '
Receivables | ) 0.2 - - - - . - 0.2
Investments accounted for . '
using the equity method - 25.6 - - 18 - - 276
Property, plant and . ,
equipment 206.0 51 - (0.5) 6.3 2.2 ‘ - 229.1
- Deferred tax assets 8.9 137 - 1.4 - . - 24.0
Intarigibles , 9.9 (5.5) - - 34 . - 67.8
Other 06 0.2 - - - - 0.8
.Total non-current assets 311.2 13.5 (0.5) 19.6 56 - 349.4
Total assets 502.7 9.4 (1.8) 46,6 14.8 7.1 564.6
+. Current Ilabllltles ‘ :
Payables 93.9 (2.9) (04) 107 26 ) 99.7"
Borrowings 15.8 to- - 3.7 - - 19.5
Current tax liabilities - - - 0.7 0.4 - 1.1
Provisions ' 50 3.0 - - - - 8.0
Totél current liabilities 147 01 (0.4) 15.1 3.0 . 4.2 128.3
Non-current liabilities
Borrowings 498.0 - - - 204 - - 5184
Provisions - 544 15.0 - 0.4 2.0 : - 71.5
Deferred tax liabilities - - - 0.2 01 - 0.3
Other , 0.5 (0.5) - - - ' - -
Total non-current
liabilities 552.6 14.5 - 21.0 21 s - 580.2
Total liabilities 667.3 146 (0.4} 361 5.1 4.2) 718.5
Net éssets/(lia_bilities) {164.6) {5.2) {1.4) 10.5 9.7 (2.9} (153.9)
Total Shareholders’ ~ .
equity/(deficit) (164.6) (5.2) (1.4) 10.5 .97 (2.9) (153.9)



D.3.2.1 Pro forma AIFRS adjustments

Adjustments were required to present the balance sheet of Dyno Nobe! Holdings USA Il Inc in accordance with the
measurement and recognition criteria of AIFRS. The significant unaudited adjustments requured from US GAAP to AIFRS
are described below:

Defined Benefit Pension Plans _ '

As discussed in Section D.3.1.1 of this Appendix, on transition to AIFRS at 1 January 2004 the cumulative actuarial gains
and losses and prior service costs of the defined benefit plans were recognised in retained eamings. The AIFRS
adjustment has resulted in the reversal of the unrecognised actuarial loss included in other comprehensive income and
intangible assets under US GAAP and an increase in the defined pension plan provision from that recorded on the balance.
sheet under US GAAP.

Measurement of provisions

As discussed in Section D.3.11 of this Appendnx certain environmental and legal provisions have been increased from that

recorded under US GAAP due to different measurement criteria under AIFRS. Thers has also been a related adjustment to
. goodwill to reflect the measurement differences on environmental provisions as part of the accounting for the Nitrochem,

Maitland acquisition, _

Decommissioning provisions :

As discussed in Section D.3.1.1 of this Appendix, due to differences in discount rates and the effective dates of adoption
used under AIFRS and US GAAP, an adjustment is required to the decommissioning provision and related fixed assets
balances. The effect of the different discount rates and the effective dates of adoption results in an increase in the
decommissioning provision and associated fixed assets balance under AIFRS.

intangibles

Under US GAAP, amartisation of goodwill ceased on 1 January 2003, however, under AIFRS amortisation of goodwill did
not cease until 1 January 2004, As such there is an AIFRS adjustment to the goodwill balance to take into account the
additionai amortisation from 1 January 2003 until transition to AIFRS on 1 January 2004.

Receivables ;
Certain receivables from related parties have been classified in equity under US GAAP, however these have been
rectassified as current receivables under AIFRS. ‘

Taxation :

Under US GAAP deferred taxation balances are classified into current and non-current portions, whereas under AIFRS
deferred taxation balances are all classified as non-current. In addition, adjustments have been made to reflect the impact
of all of the above AIFRS adjustments on deferred taxation balances. .

D.3.2.2 Qrica Businesses :
The carrying values of Orica Businesses have been excluded from the pro forma balance sheet as if the fransactions had
completed prior to 31 December 2005.

D.3.2.3 Other businesses

The Canadian businesses, Dyno Nabel Canada Inc and the 50%-owned joint venture Newfoundland Hard-Rok Ing, and
CMMPM have heen combined into the North American business segment. This information is sourced from the accounting
records of Dyno Nobel Canada Inc and CMMPM for FY2005 prepared in accordance with AIFRS and has been included
within North America as this reflects the segmental basis that managemerit uses to manage the business.

D.3.2.4 Consolidation adjustments

Cansolidation adjustments represent the elimination of the intercompany balances as well as the unrealised profit in
inventory arising from sales between the group entities. .

Dyno Nobal Limited
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> APPENDIX TO PROSPECTUS

D.4 Derivation of pro forma hlstorlcal fmancnal information for Australlan businesses
The tables below outline the adjustments made in each period to the DNAPL audited consolidated financial statements
to derive the pro forma historical financial information for the Australian businesses.

Whlle the 1nformat|on in the table below presents DNAPL's net profit/(loss), the pro forma adjustments made to derive the
pro forma historical financial information of the Australian businesses have only been presented to pro forma EBIT. Upon
acquisition by the Company, the Australian business will operate under a different corporate structure with different debt
and tax profites. Accordingly, historical borrowing costs and income tax expenses have not been presented because they
are not indicative of what these expenses would have been had the Australian business operated as part of the Dyno
Nobel Group under the new capital structures which will be in place after the Offer.

The financial statements of DNAPL ars prepared in Australian dollars and have therefore been converted to US dollars at
the rates described in the notes to the tables below.

- D.4.1  Derivation of pro forma historical statement of revenue and EBIT for the Australian businesses
. TABLE D4.1.1: DERIVATION OF FY2004 PRO FORMA HISTORICAL STATEMENT OF REVENUE AND EBIT FOR THE AUSTFIALIAN BUSINESSES

Dyno Nebel
Asia Pacific Pro forma Normalisatlon Pro forma Pro forma
Limited AIFRS adjustments adjustments total total
. ASm’ ASm ASm ASm USSm
Revenue from o;:ierating activities - 2280 - L 228.0 167.6
Pro forma EBITDA ' 21.0 25 48 28.1 206
Deprematlon ) : ‘ (8.1) - - (8.1) (6.9)
Pro forma EBITA 129 25 46 20,0 147
Amortisation _ - . - - _ -
Pro forma EBIT T 129 25 46 200 147
Net finance costs . (4.3}
Incomg tax benefit ) 55
- Profit from discontinued operationsi® : oad
Profit attributable to minority interests (0.2)
Profit for the period e | 16.0
Notes:
n ;\iz ;:())rg :orma historical financial information has been transtated into US$ at the average axchanga rate for the financial year being US$0.735:A$1.00 for

@ Represents the profit from a number of Asian business that wers disposed as part of the group restructure.

.
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- TABLE D4.,1.2; DERIVATION OF FY2005 PRO FORMA HISTORICAL STATEMENT OF REVENUE AND EBIT FOR THE AUSTRALIAN BUSINESSES

Dyno Nobel
Asia Pacific Pro forma Normalisation
Limited AIFRS adjustments adjustments Total Total
. A$m ASm ASm ASm USSm
Revenue from operating activities 2754 - -~ 2754 209.6
Pro forma (loss)/EBITDA 26) 34 236 244 186
Depreciation ' : 3 - - _ 83 . B3
Pro forma {lossYEBITA {10.9) . 34 - . 236 T 1641 . 12.3
Amartisation - - . - - - B -
Pro forma (lossyEBIT ’ - {10.9) 3.4 23.6 A 12.3
_Net finance costs . (23) o . '
Income tax expense ) . (3.0)
Profit from discontinued operations(@ 34 -
Profit attributable to minority interests (01
Loss for the period = (12.7)
Notes: .

o AS xo forma historical financial mformauon has been translated into US$ at the average exchanga rate for the finandial year being US$0.761:A51.00 for
FY2005.

21 Represents the profit from a number of Asian business that wera dispesed as part of the group restructura.

A description of the significant pro forma adjustments for FY2004 and FY2005 to the DNAPL audited financial statements

- is set out below:

D.4.1.1 Pro forma adjustments
In both years an adjustment is made to exclude costs associated with the previous head office structure of the former

- Dyno Nobel group, and to include an allocation for the costs associated with a new head office in Sydney based on the

Dlrectors estimate.

D.4.1.2 Normalisation adjustments : :
The following table summarises the normallsatton adjustments that are reflected in the pro forma historical consolldated
financial information for FY2004 and FY2005.

Dyno Nobel Limitad
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APPENDIX TO PROSPECTUS

v

TABLE D.4.1.2.1: NORMALISATION ADJUSTMENTS FOR THE AUSTRALIAN BUSINESSES o )
v Australia * Australia

FY2004 FY2005 FY2004 'FY2005

USEm UsSsm ASm ASm

Share based payments - 13.3 - 175
Restructuring expenses 1.3 18 18 2.4
Envircnmental expenses . - 0.8 ' - 1.0
Feasibility expenses . - 21 - 27
Deferred shutdown expenses 2.1 - 28 -

Total : 3.4 18.0 4.6 23.6

The following describes the nature of the above adjustménls-
- » Share based payments As descrlbed in Section D.3.1.3 of this Appendix.
> Restructuring expenses These expenses are similar in nature to those incurred in the North America businesses as
described in Section'D.3.1.3 of this Appendix.
> Environmental expenses - These expenses are similar in nature to those incurred in the North America businesses as
described in Section 0.3.1.3 of this Appendix

> Feasibility expenses — The costs of carrying out pre feasibility studies on potential new ammonium nitrate and ammonia
projects in Australia have been adjusted given their quantum and non-recurring nature.

» Deferred shutdown expenses — As a consequence of the high leve! of demand in Australia and the scarcuy of altemnative
ammonium nitrate supply sources, agreement was reached with one major supplier to delay a planned-major

" maintenance shutdown of their ammonium nitrate plant in return for a compensation payment. The net cost of the
deferred shutdown has been excluded due to its isolated nature.

“ " Dyno Nobel Limited
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D.4.2 Derivation of pro forma balance sheet for the Australian businesses as at 31 December 2005
TABELE D4.2.1: DERIVATION OF PRO FORMA BALANGE SHEET FOR THE AUSTRALIAN BUSINESSES AS AT 31 DECEMBER 2005

_Dyno Nobe!
Asia Pacific
Limited AIFRS . Goodwill Total Total
: A$m ASm ASm UsSSm

Current assets . '
Cash and cash equivalents 10.7 - 10.7 . 7.8
Receivables 744" - 74.1 . 542
Inventories 28.9 - 26.9 19.7
QOther 09 - 09 07
Total current assets 1256 - 112.6 824
Non-current assets .
Investments accounted for using the equity method 227 - 227 16.6
Other financial assets '_ 285 - 28.5 20.8
Property, plant and eq'uipment 41.4 - 414 30.3
Deferred tax assets 48 - 4.8 35
Intangibles S04 42.8 43.2 317
Total non-current assets 9'}'.8 42.8 140.6 102.9
TOTAL ASSETS 210.4 42.8 253.2 185.3
Current liabilities
Payables 60.2 - 60.2 441
Borrowings 234 - 234 171
Current tax liabilities 46 - 4.6 3.3
Provisions 9.6 - ‘986 71
Total current liabilities’ 97.8 - 97.8 7.6
Non-current liabilities -
Borrowings 212 - 21.2 15.5
Provisions 2.2 - 22° . 16
Total non-current liabilities 23.4 - 23.4 171
TOTAL LIABILITIES 121.2 - 121.2 88.7
Net assets 89.2 42.8 132.0 96.6
Total Shareholders' equity 89.2 96.6

42.8

Note:

132.0

1 AS historical pro forma financial information has been translated into US$ at the exchange rate as at 31 December 2005 being US$0.732:A%$1.00.

D.4.21 .Goodwill

The pro forma balance sheet includes goodwill reléiing to DNAPL that is recorded in DNH's consolidated financial statements.
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