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ASX ANNOUNCEMENT/MEDIA RELEASE
21 August 2006

DYNO NOBEL REPORTS STRONG FIRST HALF YEAR PROFIT

On track to exceed prospectus forecasts

Dyno Nobel today announced an EBITDA result of US$92.3 million and a net profit after tax of
US$44.0 million for the half year ended 30 June 2006. This result is prepared on a statutory
basis, prepared under A-IFRS,

The table below also provides the Company's pro forma (equity consolidated) prospectus
forecast prepared as part of the listing on the ASX in April 2006, and the Company's pro forma
(equity consolidated) actual result for the first half 2006.

Statement of financial performance

Revenue 618.8 639.6 1,186.3
EBITDA 92.3 98.4 186.1
EBIT 76.7 82.8 146.1
NPAT 44.0 44.4 82.8
Earning per share 8.5 5.5 10.3

Note: The full year Pro Forma foracast (prospectus) and pro forma half year actual result include the benefit of a
number of acquisitions and cost restructuring and exclude certain costs on the basis thal they are one off items.

Commenting on the results, Chief Executive Officer, Mr Peter Richards said the sound half-year
result was a clear sign of the company’s ability to execute and deliver on its stated business
strategy.

“After successfully making the transition from private to public company - we are pleased to
report that results from both our North American and Australian operations are strong and we
are on track to exceed prospectus forecasts in the full year 2006,” Mr Richards said.

“Economic and market conditions were favourable including the mining boom in Australia, and

continued demand for coal and aggregates in the US."




"More importantly, the outlook for our businesses in key markets remains strong with underlying
macro economic indicators forecasting growth in mining, coal and quarrying,” Mr Richards said.

In the first half, Dyno Nobel integrated six bolt-on acquisitions made in North America, including
ET! and Maitland (AN plant in Canada acquired 29 December 2005). It is expected that
enhanced results due to the addition of these businesses will flow through into 2007.

Mr Richards said: "As noted in the prospectus, drilling and blasting is one area of opportunity for
Dyno Nobel and in the first half the Company successfully acquired the SMHE and NWT Rock
(part of ET) acquisition) drilling businesses in the US and Canada, marking our direct entry into
this sector.

“In Australia QNP at Moura provided steady revenue for the Group and our focus now is on
securing other sources of competitivety priced AN. This includes our ongoing feasibitity of QNB -
the prospective Ammonia Nisrate plant in Moranbah, Queensland, which would have the
capacity to produce in excess of 300,000 tonnes per annum.

“At this early stage the project economics are favourable, but we will only progress if it
represents acceptable investment returns for shareholders,

“Pre-commitments from existing Dyno Nobel customers combined with satisfactory construction
and utilities agreements are integral to our decision making,” said Mr Richards.

The Company has commenced with plans to re enter previously exited markets — having
established an office in Indenesia, and appointed a Vice President of Business Development to
pursue opportunities in Latin America. Dyno Nobel was also awarded a commercial contract to
develop and trial a new product at the Lihir gold mine in Papua New Guinea,

Globally, Dyno Nobel is in discussions with Chinese explosives manufacturer Fabchem
regarding taking a strategic stake in the business, while continuing to actively pursue a number
of bolt on acquisitions in North America and Asia Pacific.

Based on the forecast result, the Directors expect to declare a maiden final dividend for
payment in 2007, As previously noted in the prospectus the majority of earnings are currently
generated in North America, and it is unlikely that dividends will be franked to any material
extent for the foreseeable future.

For media enquires contact:

Gloria Barton, Cannings 0413 520 603
Peter Brookes, Cannings 0407 911 389
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Appendix 4D - For the Financial Half Year Ended 30 June 2006

This Half Year Report is provided to the Australian Stock Exchange (ASX)
under ASX Listing Rule 4.2A.3.

Current Reporting Period: Financial Half Year Ended 30 June 2006



DYNO NOBEL LIMITED

ABN 44 117 733 463
INTERIM FINANCIAL REPORT
AND
APPENDIX 4D
HALF-YEAR ENDED 30 JUNE 2006

This intenm financial report is the first financial report prepared by Dyno Nobe! Limited foliowing incorporation on 4
January 2006. This report should be read in conjunction with any public announcements made by Dyno Nobel Limited
during or since the interim reporting period in accordance with the continuous disclosure requirements of the

Corporations Act 20017,
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RESULTS FOR ANNOUNCEMENT TO THE MARKET

Consolidated

All Amounts in USD Half-year
% 2006 2005

Change USS$'000 US$'000
Revenue from continuing operations 618,771 478,033
Add: Share of revenue from joint ventures and associates 81,600 60,470
Aggregated revenue ~ 700,371 538,503
Earnings before interest and tax (continuing operations)’ UP 93.9 76,755 39,569
Profit before tax (continuing operations) upP 39.2 63,942 45,926
Net profit after tax (continuing operations) ur 18.1 42,334 35,836

Net profit after tax (continuing and discontinued
operations) DOWN 4.5 44,075 46,151

Net prefit attributable to the members of Dyno Nobel
Limited DOWN 1.1 44,037 44,519

Basic and diluted carnings per share - continuing and
discontinued operations (cents per share) - - 5.5 5.5

Basic and diluted earnings per share - continuing up 23.8 5.2 4.2
operations (cents per share)

Net tangible assets per share (US$ per share) DOWN 97.1 0.03 1,02

Net assets per share (US$ per share) DOWN 80.7 0.22 1.14

As outlined in the prospectus, Dyno Nobe) Limited does not intend to declare an
interim dividend.

' Aggregated revenuc is defined as stalutory revenuc plus share of revenue from joint ventures and associates. The
direclors believe the disclosure of the revenue attributable Lo joint ventures and associates provides additional
relevant information on the business of Dyno Nobel Limited.

¥ Consistent with the prospectus, Earnings Before Interest and Tax means earnings before nel financing costs and
group tax
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DIRECTORS’ REPORT

The directors of Dyno Nobel Limited submit herewith the financial report, presented in United States dollars, for
the half-ycar ended 30 June 2006, In order to comply with the provisions of the Corporations Act 2001, the
directors report as follows:

DIRECTORS

The names of the directors of Dyno Nobel Limited during or since the end of the hall-year arc:
Name

Geoff Tomlinson (Chairman) appointed 16 February 2006

Peter Richards appointed 16 February 2006

Ralph Harnett appointed 16 February 2006

Rod Keller appointed 21 February 2006

John Muir appointed 16 February 2006

David Walsh appointed 16 February 2006

David Wills appointed 18 August 2006

Robin Bishop appointed 4 January 2006 and resigned 16 February 2006
Michael Carapiet appointed 4 January 2006 and resigned 16 February 2006
Nicholas Peterson appointed 4 January 2006 and resigned 16 February 2006
Neil Watson appointed 4 January 2006 and resigned 16 February 2006
PRINCIPAL ACTIVITIES

The principal activitics of the consolidated entity (“the Dyno Nobel group™) during the half-year ended 30 June 2006
were the manufacture and sale of commercial explosives and related services to the mining, quarrying and construction
industries in North America and Australia.

REVIEW OF OPERATIONS

Overview
Dyno Nobe! Limited was incorporated on 4 January 2006 and listed on the Australian Stock Exchange on 7 April 2006,

Since incorporation and subsequent o listing, Dyno Nobel Limited has focused on:
*  continued improvement initiatives in the operations acquired;
e continued reatisation of synergies from recent acquisitions;
® astrict relurn on investment criteria and a disciplined approach to capital allocation; and
e acontract pricing mode! that mitigates Dyno Nobel Limited’s exposure (o movement in input ¢osts.

Financial performance

Profit after tax and minority interest for the half-year ended 30 June 2006 was US$44.037 million (2005: US$44.519
million), a decrease of 1.1%. Included in the profit afler tax for the 2005 comparative period is the financial performance
of those businesses disposed of as part of the restructure of the business prior 1o the Initial Public Offer (“IPO”). After
making adjustments for the disposal of these businesses in 2005, profit from continuing operations for the half-year ended
30 Junc 2006 was US$42.334 million (2005:US$35.836 million), an increase of 18%. Comparison of profit from
continuing operalions is considered the more relevant statutory measure of the company's financial performance and
growth, however this analysis is distorted by the number of acquisitions occurring during the current hall-year period, as
detailed in ‘Acquisitions of other entitics and operations’  below, Underlying growth was primarily fuelled in North
America, by increasing demand for thermal coal for electricity generation and increased requirements to meet the
demands of public infrastructure and construction works. In Australia, exports of iron ore and coal into Asia are the key
drivers of growth in demand for explosives.



SIGNIFICANT CHANGES IN STATE OF AFFAIRS
Acquisition of Dyno Nobel Holdings ASA by Dyne Nobel Limited

Effective 5 April 2006, Dyno Nobel Limited acquired 100% of the equity in Dyno Nobel Holdings ASA for US$1,475
million through the issuance of a loan note for US$1,011 million and the assumption of debt of US$464 million. To settle
the loan note purchase consideration, Dyno Nobel Limited issued 346,339,156 ordinary shares for US$593 million, and a
further 244,746,106 convertible redeemable preference shares for US$418 million. Through an [PO on the Australian
Stock Exchange, on 7 April 2006 Dyno Nobel Limited issucd a further 455,746,221 ordinary shares for AUSJ,048
million (US$754 million) net of transaction costs and associated lax benefit. The proceeds from the PO were used (o
reduce debt and redecm the convertible redeemable preference shares.

In accordance with AASB 3 ‘Business Combinations’ the acquisition of Dyno Nobel Holdings ASA by Dyno Nobel
Limited was accounted for as a reverse acquisition and the consolidated financial statements have therefore been prepared
as & continuation of the financial statements of the accounting acquirer, Dyno Nobel Holdings ASA. Accordingly,
comparative information is provided for the balance sheet and related information as at 31 December 2005 and the
income statement, statement of cash flows, statement of changes in equity and related information for the half-year to 30
June 2005.

As aresult:

* the retained carnings of the consolidated group represent the retained carnings of Dyno Nobel Holdings ASA
from the date of its incorporation, plus the resulls of other combining entities from the date of acquisition of the
Dyno Nobel group. Dyno Nobel Holdings ASA’s retained carnings at the date of Ihe business combination are
not available for the payment of dividends 1o the sharcholders of Dyno Nobel Limited;

o the consolidated balance sheet comprises the existing consolidated net assets of Dyno Nobel Holdings ASA 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; and

e the financial report includes comparatives for the Dyno Nobel Holdings ASA group, including those
discontinucd operations sold as part of the restructure process.

Acquisition of other entities and operations,

During the half-year, the Dyno Nobel group completed the acquisition of ETI Holdings Corporation, the Spanish Fork
business and industrial Investments Australia Finance Pty Limited.

The Dyno Nobel group also completed the acquisition of the minority interests in Dyno Nobel Canada, Inc., St Lawrence
Explosives, Inc. and Dyno East Kentucky, Inc.

Future Developments

Dyno Nobe! Limited continues to progress the development of an ammonia nitrate facility based in Moranbah,
Queensland, which will have the capacity to produce in excess of 300,000 tonnes per annum. Among other
commercial and development requirements, the final decision will depend on demonstration of customer
commitments, satisfactory construction and utility agreements and acceptable project economics that fulfil our
objectives and represent acceptable investment returns for sharcholders.

DIVIDEND
Dyno Nobel Limited has not declared or paid a dividend during or since the half-year,

The dividends disclosed in this financial report are dividends that were declared and paid out of the pre-acquisition profits
of Dyno Nobel Holdings ASA to the previous holders of the equity in Dyno Nobel Holdings ASA, The dividends
totalled US$648.2 million.

SUBSEQUENT EVENTS

There has been no matier or circumstance that has arisen since the end of the half-year, that has significantly affected, or
may significantly affect, the operations of the consolidated entity, the results of those operations, or the stale of affairs of
the consolidated entity in future financial years,

CORPORATE GOVERNANCE

In accordance with the Best Practice Recommendations of the ASX Corporate Governance Council, the Chief Exccutive
Officer and the Chicf Financial Officer have provided a written statement to the Board that this financial report represents
a truc and fair view of the cconomic entity’s financial position as at 30 June 2006 and of its performance for the half-yecar
ended 30 June 2006, in accordance with relevant accounting standards and regulations,



AUDITOR'’S INDEPENDENCE DECLARATION

The auditor’s independence declaration is included on page 7 of the half-year financial report.

ROUNDING OF AMOUNTS

Dyno Nobel Limited is a company of the kind referred 10 in ASIC Class Order 98/0100, dated 10 July 1998, and in

accordance with that Class Order amounts in the directors’ report and the half-year financial report are rounded off to the
nearest thousand dollars, unless otherwise indicated.

Signed in accordance with a resolution of directors made pursuant to 5.306 (3) of the Corporations Act 2001,

On behalf of the Directors

ha

>

Geoff Tomlinson
Chairman
Sydney, 21 August, 2006
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Tel +61 (0)2 9322 7000
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The Board of Directors www.deloitte.com.au

Dyno Nobel Limited
Level 24, 111 Pacific Highway
North Sydney NSW 2060

21 August 2006

Dear Board Members
Dyno Nobel Limited

In accordance with section 307C of the Corporations Act 2001, I am pleased to provide the
following declaration of independence to the directors of Dyno Nobel Limited.

As lead audit pariner for the review of the financial statements of Dyno Nobel Limited for the
financial half-year ended 30 June 20006, [ declare that to the best of my knowledge and belief,
there have been no contraventions of:

(i) the auditor independence requirements of the Corporations Act 2001 in relation to
the review; and

(i) any applicable code of professional conduct in relation to the review.

Yours sincerely

Noill Bucls TohaedZ

ELQITTE TOUCHE TOHMATSU
<

Samantha Lewis
Partner
Chartered Accountant

Member of
Deloitte Touche Tohmatsu

Liability fimited by a scheme approved under Professional Standards Legislation,
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D e l o l tte . Deloitte Touche Tohmatsu
b ABN 74 430 121 060
Grosvenor Place
225 George Street
Sydney NSW 2000

PO Box N250 Grosvenor Place
Sydney NSW 1217 Australia

Independent review report to the
. . DX 10307SSE
members of DynlO Nobel Limited Tel: +61(0) 2 9322 7000

Fax: +61(0)2 9322 7001
www.deloitte.com.au

Scope

The financial report and directors’ responsibility

The financial report comprises the income statement, balance sheet, statement of changes in equity,
cash flow statement, selected explanatory notes and the directors’ declaration for the consolidated
entity for the half-year ended 30 June 2006 as set out on pages 9 to 29. The consolidated entity
comprises both Dyno Nobel Limited (the company) and the entities it controlled at the end of the half-
year or from time to time during the half-year,

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

Review Approach

We have performed an independent review of the financial report in order to state whether, on the basis
of the procedures described, anything has come to our attention that would indicate that the financial
report is not presented fairly in accordance with the Corporations Act 2001 and Accounting Standard
AASB 134 “Interim Financial Reporting”, so as to present a view which is consistent with our
understanding of the consolidated entity’s financial position, and performance as represented by the
results of its operations, its changes in equity and its cash flows, and in order for the company to lodge
the financial report with the Australian Securities and Investments Commission.

Our review was conducted in accordance with Australian Auditing Standards applicable to review
engagements. A review is limited primarily to inquiries of the entity’s personnel and analytical
procedures applied to the financial data. These procedures do not provide all the evidence that would
be required in an audit, thus the level of assurance provided is less than given in an audit. We have not
performed an audit and, accordingly, we do not express an audit opinion.

Statement
Based on our review, which is not an audit, we have not become aware of any matter that makes us
believe that the half-year financial report of Dyno Nobel Limited is not in accordance with the

Corporations Act 2001, including:

(a8)  giving a true and fair view of the consolidated entity’s financial position as at 30 June 2006 and
of its performance for the half-year ended on that date; and

(b)  complying with Accounting Standard AASB 134 “Interim Financial Reporting” and the
Corporations Regulations 2001,

| oith. Towde ot

DELQITTE TOUCHE TOHMATSU

Partner
Chartered Accountant
21 August 2006

Member of
Deloitte Touche Tohmatsu

Liability limited by a scheme appraved under Professional Standards Legislation,
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DIRECTORS’ DECLARATION

The directors declare that:

{a) in the directors’ opinion, there arc reasonable grounds to believe that the company will be able (o pay its debts as
and when they become due and payable; and

(b) in the directors’ opinion, the attached financial statements and notes therelo are in agcordance with the
Corporations Act 2001, including compliance with accounting standards and giving a true and fair view of the
financial position and performance of the consolidated entity.

Signed in accordance with a resofution of the directors made pursuant to §.303 (5) of the Corporations Act 2001.

On behalf of the Directors

Geoff Tomlinson
Chairman

Sydney, 21 August, 2006
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CONSOLIDATED INCOME STATEMENT

Consclidated

Half-ysar
2006 2005

USS§'000 US$'000
Revenue 618,771 478,033
Cost of salcs (409,337) (321,130
Gross profit 209,434 156,903
Other income 14,473 20,675
Share of profits of associates and jointly controlled entities accounted for
using the equity method 3,600 910
Finance costs (16,878) (9,563)
Other expenses {146,687) (122,999)
Profit before income tax expense 63,942 45,926
Income lax expense (21,608) (10,090)
Profit from continuing operations 42,334 35,836
Profit from discontinued operations 1,741 10,315
Profit for the half-year 44,075 46,151
Profit attributabie to minority interest (38) (1,632
Profit attributable to members of Dyno Nobel Limited 44,037 44,519
Earnings per share:
Basic (cents per share) 5.5 5.5
Diluted {cents per share) 5.5 55
Earnings per share from continuing operations:
Basic (cents per share) 52 4.2
Diluted (cents per share) 5.2 42

Notes 10 the financial statcments are included on pages 14 10 29.

10



DYNO NOBEL LIMITED INTERIM FINANCIAL REPORT 30 JUNE 2006

CONSOLIDATED BALANCE SHEET

Consolidated as at

30 June 31 December
2006 2005

US$'000 US3'000
ASSETS
Current assets
Cash and cash cquivalents 57,610 35,131
Trade and other receivables 193,132 653,433
Inventories 109,938 84,864
Current tax assels 2,300 4,523
Qther 8,299 11,671

371,279 789,622
Non-current assets classified as held for sale 1,521 -
Total current asscts 372,800 789,622
Non-current assets
Investments accounted for using the equity method 50,680 49,354
Other financial assets 26,863 27,938
Property, plant and cquipment 313,971 258,817
Deferred tax assets 27,370 27,646
Intangible assels 154,550 99,499
‘Total non-current assets 573,436 463,254
TOTAL ASSETS 946,236 1,252,876
LIABILITIES
Current linbiliries
Trade and other payables 157,871 141,079
Borrowings 5,864 11,406
Current tax liabilities 7,243 13,229
Provisions 16,272 12,012
Total current liabilitics 187,250 177,726
Non-current liabilities
Borrowings 493,373 82,514
Provisions 83,956 73,784
Total non-current liabilitics ] 577,329 156,298
TOTAL LIABILITIES 764,579 334,024
NET ASSETS 181,657 918,852
EQUITY
Issued capital 302,540 443,695
Other equity 3,438 .
Reserves 11,894 4,462
Retained earnings/ (losses) (136,215) 467,966
Parent entity interest 181,657 916,123
Minority interest - 2,729
TOTAL EQUITY 181,657 918,852

'Other receivables as at 31 Decenber 2005 inchmdes USS499.2 miflion due on setifement of the sale of the businesses disclosed in Note 9 1o the
Jinancial report,

Notes 1o the financial statements arc included on pages 14 to 29.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Equity
setifed Acquisition
Foreign cmployee of
Issued Other Hedge cumency benefits Retnined Minority
capital equity reserve reserve Teserve camings Interest Total
US$'000 US$'000 Us$000 US$ 000 US$°000 US3'000 US$'000 US$'000
Balance at 1 January 2005 183,378 - - 6,06} - {67,782) 16,889 338,546
Net income recognised
directly in equity - - - 588 . - - 588
Profit for the half-ycar - - - - - 44,519 1,632 46,151
Total recognised income and
expense - - - 588 - 44,519 1,632 40,739
Balance at 30 Junc 2005 383,378 - - 6,649 - (23,263) 18,521 385,285
Balance at 1 January 2006 443,695 - (292) 4,754 - 467,966 2,729 918,852
Changes arising from [PO and
restructuring transactions
Issuc of shares on float - 1,374,244 - - - - . 1,374,244
“Transaction costs on issuc - (24,655) - . . - - (24,655)
Acquisition adjustment’ - (1,340,177) - - - - - (1,340,177)
Payment of dividend owt of
pre-acquisition profits 1o
cquity holders in DNH ASAY . . - - - (648,218) . (648,218)
Reduction of capital on
restructure (135,000) . - . . - . (135,000)
Other changes
Change in functional
currency of DNHASA (6,155) . - 6,155 - - - -
Acquisition of minorily
interests . - . - - . (8,741) (8.741)
Recognition of share-based
payments - - - - 792 - - 792
Loss on gas hedges - - (409) - - - - (409)
Gain on interest hedges - . 2,583 . - - . 2,583
Exchange differences
arising on transiation of
forcign operations - - - (1,689) - - . (1,689)
Net income recognised
direetly in equity (141,155) 9412 2,174 4,466 792 (648,218) (8,741 (781,270)
Profit for the half-ycar - - - - - 44,037 38 44,075
Total recognised income and
expense (141,155) 9412 2,174 4,466 79 (604,181) (8,703) (737,195)
Balance at 30 June 2006 302,540 9412 1,882 9,220 792 (136,215) (5,974) 181,657

'In accordance with the reverse acquisition uccounting requirements of AASB 3 *Business Combinations’, the issued capiial shown is a contination
of the issued capital of ihe tegal subsidiary, Dyno Nobel Holdings ASA.

*Details of the dividends paid are set out in Note 6.

Notes to the financial statements are included on pages 14 to 29.
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CONSOLIDATED CASH FLOW STATEMENT

Consolidated

Half-year
2008 2005
US3$'000 US$'000

Reccipls from cusiomers 611,860 661,296
Payments to suppliers and employeces (551,885) 622,413)
Interest and other costs of finance paid (17,216) (13,875)
Interest received 1,835 3,253
Income tax paid (27,593) (16,570)
Net cash provided by operating activitics 17,001 11,691
Dividends received 942 4,000
Payment for businesses (100,765) 2,070)
Payment for property, plant and cquipment (29,016) (26,529)
Proceeds from sale of property, plant and equipment 1,008 9,983
Net cash used in investing activitics (127,831) {14,616)
Proceeds from issucs of equity sccurities 779,413 -
Payment for share issuc costs (28,550 -
Proceeds from borrowings 135,600 -
Payment for debt issue costs {1,125) (22,497)
Repayment of borrowings (333,2606)

Redemption of prefercnce shares (418,563) :
Net cash provided by financing activities 133,509 (22,497)
Net increase / (decrease) in cash and cash equivalents 22,679 (25,422)
Cash and cash cquivalents at the beginning of the half-year 35,131 60,699
Effects of exchange rate changes on the balance of cash held in forcign currencics (200) (2,422)
CASH AND CASH EQUIVALENTS AT THE END OF THE HALF-YEAR 57,610" 32,855

! Inciuded in cash and cash equivalents is USS 19.6 million of cash which is resnicted for support of bank graiantecs.

Notes 1o the financial statements are included on pages 14 10 29,
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NOTES TO THE FINANCIAL STATEMENTS

1.

SUMMARY OF ACCOUNTING POLICIES

Statement of compliance

The half-year financial report is a general purpose financial report prepared in accordance with the Corporations Act
2001 and AASB 134 ‘Interim Financial Reporting’ ("AASB 134). Compliance with AASB 134 ensures compliance
with International Financial Reporting Standard IAS 34 ‘Imerim Financial Reporting’. ‘The half-year financial report
does not include notes of the type normally included in an annual financial report, however additional notes have
been included where such notes arc deemed relevant to the understanding of the half~year financial report.

This is the first consolidated financial report (o be prepared for Dyno Nobe! Limited following ils incorporation on 4
January 2006. As Dyno Nobel Limited was incorporated after the date of transition to the Australian equivalents to
International Financial Reporting Standards (*A-IFRS™), all financial statements and information presented in this
financial report is in accordance with A-IFRS. As no prior financial report has been prepared, no recongiliation from
Australian generally accepied accounting principles o A-JFRS is required.

In accordance with AASB 3 'Business Combinations’ (*AASB 3™, the acquisition of Dyno Nobel Holdings ASA
by Dyno Nobel Limiled was accounted for as a reverse acquisition and the consolidated financial statements have
therefore been preparcd as a continuation of the financial statements of the accounting acquirer, Dyno Nobel
Holdings ASA, Accordingly, comparative information is provided for the balance sheet and related information as at
31 December 2005 and the income statement, statement of cash flows, statement of changes in equity and related
information for (he half-year 1o 30 June 2005,

Except where indicated otherwise, all amounts are presented in United States dollars (refer note 1(r)).

Basis of preparation

The financial report has been prepared under the historical cost convention, except for certain financial instruments.
In the application of A-IFRS management is requircd to make judgments, estimales and assumptions about carrying
values of assets and liabilities that are not readily apparcnt from other sources. The estimates and associated
assumptions are based on historical experience and various other factors believed to be reasonable under the
circumstances, the result of which forms the basis of making the judgments. Actual resulls may differ from these
estimales,

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period or in the period of the
revision and future periods if the revision affects both current and future periods.

Judgments made by management in the application of A-IFRS that have significant effects on the financial
statemems and estimales with a significant risk of material adjustments in the next year arc disclosed, where
applicable, in the relevant notes 1o the financial statements,

Accounting policies are sclected and applicd in a manner which ensures that the resulting {inancial information
satisfies the concepts of relevance and reliability, thereby ensuring (hat the substance of the underlying transaclions
or other events is reported.

The significant accounting policies set out below have been applied in the preparation and presentation of the
financial stalements for the half-year ended 30 June 2006 and the comparative information: -

Significant accounting policies

(a) 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 value being recognised in profit and loss over the period of the
borrowing using the effective interest rate method.

{b) 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 borrowings in current liabilities in the balance sheet.
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SUMMARY OF ACCOUNTING POLICIES (CONTINUED)

(¢}

(d

Derivalive financial instruments

The consolidated entity enters into a variety of derivative financial instruments to manage its exposure 10
interest rate and foreign exchange rate risk, including forward foreign exchange contracls and interest rate
swaps.

Derivatives arc initially recognised at fair value on the date a derivative contract is entered into and arc
subsequently remeasured to their fair vatue at cach reporting date. The resulting gain or loss is recognised in
income immediately unless the derivative is designated and effective as a hedging instrument, in which event,
the timing of the recognition in income depends on the nature of the hedge relationship. The consolidated
entity designates certain derivatives as cither hedges of the fair value of recognised assets or liabilities or firm
comimitments (fair value hedges) or hedges of highly probable forecast transactions (cash flow hedges).

Eair valye hedge

Changes in the fair valuc of derivatives that are designated and qualify as fair value hedges are recorded in
income 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 qualifics for hedge accounting. The adjustment to the carrying amount of the hedged item arising from
the hedged risk is recognised as income from that date.

Cash flow hedge

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow
hedges are deferred in equity. The gain or loss relating to the incffective portion is recognised immediately in
income,

Amounts deferred in equity are recorded in income in the periods when the hedged item is recognised in
income. 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 equity
and included in the initial measurement of the cost of the asset or Hability.

ITedge accounting is discontinued when the hedging instrument expires or is sold, terminated, or exercised, or
no longer qualifies for hedge accounting. At thal time, any cumulative gain or loss deferred in cquily at thal
time remains in cquily and is recognised when the forecast transaction is ultimately recognised in income.
When a forecast transaction is no longer expected to occur, the cumulative gain or loss that was deferred in
equity is recognised immediately in income,

Derivatives that do not gualify for hedge accountin

Changes in the fair value of any derivative instruments that do not qualify for hedge accounting are
recogniscd immediately in income.

Employee benefits

Provision is made for bencfits accruing to employees in respect of wages and salarics, annual leave and long
service leave when it is probable that setlement will be required and they are capable of being measured
reliably.

Provisions made in respect of employce 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 nol expected to be settled within 12 months are
measured as the present value of the estimated future cash outflows to be made by the consolidated entity in
respect of services provided by employees up to reporting date.

Defined conlribution ptans

Contributions to defined contribution superannuation plans are expensed when incurred.
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1. SUMMARY OF ACCOUNTING POLICIES (CONTINUED)

(9)

Defined benefit plans

Provisions are recognised to provide for estimated defined benefit plan obligations using the “corridor
approach” as allowed by AASB 119 *Employce Benefits'. Any cstimated deficits in the plans are determined
with reference o the fair value of the respective plan assels and actuarially determined acerual benefits. The
actuarial assessment of accrued benefits take into account the cstimated present value for benefit obligations,
employee service periods and investment returns, The discount rates used in determining the present vajue of
accrued benefits, which may vary, are based on respective government or high quality 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 arc recognised as revenue or expenses over the
expected average working life of the employees participating in the plan. Under the corridor approach,
amortisation of unrecognised net gain and 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 cxceeds 10% of the greater of the projected benefit obligation and the market-
related value of plan assets, the amontisation is that excess divided by the average remaining service period of
participating employees expected to recgive benehits under the plan,

Financial assets

Investments are recognised and derecognised on trade date where purchase or sale of an investment is under a
contract whose terms require delivery of the investment within the timeframe established by the market
concerned, and are initially measured at fair value, net of wransaction costs,

Loans and receivables

Trade receivables, loans, and other receivables are recorded at amortised cost less impairment,

Financial instruments issued by the company

Debt and equity instruments

Debl and equity insiruments are classified as cither liabilities or as equily in accordance with the substance of
the contractual arrangement.

Trangsaclion costs on the issue of equity instruments

Transaction costs arising on the issuc of equity instruments are recognised directly in equity as a reduction of
the proceeds of the equity instruments to which the costs relate. Transaclion costs are the costs that are
incurred directly in connection with the issue of those equily instruments and which would not have been
incurred had those instruments not been issucd.

Interest angd dividends

Interest and dividends arc classified as expenses or as distributions of profit consistent with the balance sheel
classification of the related debt or equity instruments or component parts of compound instruments.

Foreign currency

Ecreign currency transactions

All foreign currency fransactions during the financial year are brought to account using the exchange rate in

effect at the date of the transaction. Foreign currency monclary items at reporling date are translated at the

cxchange rale existing at reporting date. Non-monetary assets and liabilities carricd at fair value that are
denominated in foreign currencies are transtated at the rates prevailing at the date when the fair value was
defermined.

Exchange differences are recognised in profit or loss in the period in which they arise except that:

*  cexchange differences which relate to assets under construction for future productive use are included in
the cost of those assels where they are regarded as an adjustment to interest costs on foreign currency
borrowings;

+  cxchange differences on transactions entered into in order to hedge certain foreign currency risks (refer
note 1(¢)); and

¢ cxchange differences on monetary items receivable from or payable to a foreign operation for which
settlement is neither planned or likely to occur, which form part of the net investment in a foreign
operation, arc recognised in the foreign currency translation reserve and recognised in income on
disposal of the net investment.
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SUMMARY OF ACCOUNTING POLICIES (CONTINUED)

(h)

()

G

Foreign operations

On consolidation, the assets and liabilities ol the consolidated entity’s overseas operations are translated at
exchange rates prevailing at the reporting date. Income and expense jlems are translated at the average
exchange rates for the period unless exchange rates fluctuate significantly. Exchange differences arising, if
any, are recognised in the foreign currency translation reserve, and recognised in income on disposal of the
foreign operation.

The financial statements of foreign subsidiaries, associates and jointly controlled entities that report in the
currency of a hyperinflationary cconomy are restated in terms of the measuring unit current at the reporting
date before they are translated into US doltars,

Goodwill and fair value adjustments arising on the acquisition of a foreign enlity arc treated as assets and
liabilitics of the forcign entity and translated at exchange rales prevailing at the reporting date.

Goods and services tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except:

i where the amount of GST incurred is not recoverable from the taxation authority, it is recognised as
part of the cost of acquisition of an asset or as part of an item of expense; or
i for receivables and payables which are recognised inclusive of GST.

The net ameunt of GST recoverable from, or payable to, the taxation authority is included as part of
receivables or payabies.

Cash flows are included in the cash flow statement on a gross basis. The GST component of cash flows
arising from investing and financing activitics which is recoverable from, or payable (o, the taxation authority
is classified as operating cash flows.

Goodwill

Goodwill, representing the excess of the cost of acquisition over the fair vatue of the identifiable assets,
liabilities and contingent liabilitics acquired, is recognised as an asset and not amontised, but tested for
impairment annually and whenever there is an indication that the goodwill may be impaired. Any impairmen(
is recognised immediately in income and is not subsequently reversed. Refer also note 1(j).

Impairment of assels

At cach reporting date, the consolidated entity reviews the carrying amounts of its tangible and intangible
assets 1o determine whetirer there is any indication that those assets have suffered an impairment loss. 1l any
such indication exists, the recoverable amount of the asset is estimated in order 10 determine the extent of the
impairment loss (if any). Where the asset does not generate cash flows that arc independent from other assets,
the consolidated cntity cstimates the recoverable amount of the cash-gencrating unit to which the asset
belongs.

Goodwili, intangible assets with indefinite useful lives and intangible assets nol yet available for use arc
tested for impairment annually and whenever 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 seil 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 ratc 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 Nows 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 assel (cash-generating unit) is reduced to its rccoverable amount. An
impairment loss is recognised in income immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-gencrating unit) is
increased to the revised cstimate of its recoverable amount, but only to the extent that the increased catrying
amount does not exceed the carrying amount that would have been determined had no impairment loss been
recognised for the asset (cash-generating unit) in prior years. A reversal of an impairment {oss is recognised
in income immediately.

Income fax

Current tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the
taxable profit or tax loss for the period. [tis calculated using 1ax 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).
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1.

SUMMARY OF ACCOUNTING POLICIES (CONTINUED)

n

Deferred_tax

Deferred tax is accounted fer using the comprehensive balance sheet lability method in respect of 1emporary
differences arising from differcnces between the carrying amount of assets and liabilities in (he financial
statements and the corresponding (ax base of those items.

In principle, deferred 1ax liabilities are recognised for all taxable temporary differences. Deferred tax assels
are recognised (o the extent that it is probable that sufficient taxable amounts will be available against which
deductible (emporary difTerences or unused tax losses and tax offsets can be wifised. However, deferred 1ax
assets and liabilities ate not recognised if the temporary differences giving rise to them arise from the initial
recognition of assets and Habilities (other than as a result of a business combination) which affects neither
taxable income nor accounting profit. Furthermore, a deferred tax lability is not recognised in relation to
taxable (emporary differences arising from goodwill.

Deferred tax liabilitics arc rccognised for taxable temporary differences arising on investments in
subsidiaries, branches, associates and joint ventures except where the consolidated entity is able 1o control the
reversal of the temporary differences and it is probable that the temporary differences will not reverse in the
foresceable future. Deferred tax assets arising from deductible temporary differcnces associated with these
investments and interests are only recognised to the extent that il is probable that there will be sufficient
taxable profits against which to utilise the benefits of the temporary differences and they are expected to
reverse in the foreseeable future.

Deferred tax assets and liabilitics are measured at the fax rates that are expected to apply 1o the period(s)
when the asset and liabitity giving rise to them are realised or scttled, 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 reflects the tax consequences that would follow from the manner in which the consolidated entity
expects, at the reporting date, to recover or seftle the carrying amount of its assets and liabilitics.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation
authority and the Dyno Nobel group intends to settle its current tax assets and liabilities on a net basis,

Current and deferred lax for the petiod

Current and deferred tax is recognised as an expense or income in the income statement, except when it
relates to items credited or debited directly 1o equity, in which case the deferred tax is also recognised directly
in equity, or where it arises from the initial accounting for a business combination, in which case it is taken
into account in the determination of goodwill or excess.

Tax consotidation

Dyno Nobel Asia Pacific Limited and all its wholly-owned Australian resident entities are part of a tax-
consolidated group under Australian taxation jaw. Dyno Nabel Asia Pacific Limited is the head entity in the
1ax-consolidated group. Dyno Nobel Limited and Industrial investments Australia Finance Pty Limited are in
the process of forming a tax consolidated group with Dyno Nobel Limited as its head entity. Dyno Nabel
Management Pty Limited is to be consolidated within the Dyno Nobe! Asia Pacific Limited tax consolidated
group.

Entities within the Dyno Nobel Asia Pacific Limited tax-consolidated group have entered into a tax funding
arrangement and a tax-sharing agreement with the head entity. Under the terms of the tax funding
arrangement, the relevant head entity and each of the entities in that tax-consolidated group has agreed to pay
a lax equivalent payment to or from the head entity, based on the current tax liability or current tax asset of
the entity.

{ntangible assets

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. The
estimated useful life and amortisation method is reviewed at the end of cach annual reporting period.
Research and development costs

Expenditure on research activities is recognised as an expensce in (he period in which it is incurred. Where no
inlernally-gencrated intangible asset can be recognised, development expenditure is recognised as an expense
in the period as incurred.

An intangible asset arising from development (or from the development phase of an internal project) is
recognised if, and only if, all of the following are demonstrated:

+  the technical feasibility of completing the intangible asset so that it will be available for use or sale;

¢ the intention to complete the intangible asset and use or sell it;
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SUMMARY OF ACCOUNTING POLICIES (CONTINUED)

{m)

(n)

(o)

(p)

{n

¢ the ability to use or sell the intangible asset;

¢ how the intangible asset will generate probable future cconomic benefits;

*  the availabilily of adequate technical, financial and other resources to complete the development and to
use or sell the intangible asset; and

* theability to measure reliably the expenditure attributable 1o the intangible asset during its development.

Internally-generated intangible asscts arc stated at cost less accumulated amortisation and impairment, and are

amortised on a straight-line basis over their useful lives.

intangible assels acquired in a business combination

All potential intangible asscts 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 measured

refiably.

Inventories

Inventories, including work in progress, are valued at the lower of cost and net realisable value. Costs,

including an appropriate portion of fixed and variable overhead expenses, are assigned (o inventory on hand

by the method most appropriate to cach particular class of inventory, with the majority being valued on a first

in {irst out basis, Net realisable value represents Uie estimated sclling price less al) estimated costs of

completion and costs 1o be incurred in marketing, selling and distribution,

Joint ventures

Joinlly controlled entities

Interests in jointly controlled entities are accounted for under the equity method in the consolidated financial
statements and the cost method in the company financial statements.

Leased assels

Leases are classified as finance jeases wheneyer the (erms of the lease transfer substantinlly all the risks and
rewards of ownership to the lessee. All other lcases are classificd as operating leases.

Lease payments arc apportioned between finance charges and reduction of the lcase obligation so as to
achieve a constant rale of interest on the remaining balance of the liability. Finance charges are charged
directly against income, uniess they are directly attributable to qualifying assets, in which case they are
capitalised in accordance with the consolidated entity’s general policy on borrowing costs. Refer to note 1(a).
Finance lcased assets are amortised on a straight line basis over the estimated useful life of (he asset.
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 benefits from the
leased asset are consumed.

Lease incentives

In the event that jease incentives are received Lo enter into operating leases, such incentives are recognised as
a liability, The aggregate benefits of incentives are recognised as a reduction of rental expense on a straight-
line basis, except where another systematic basis is more representative of the time pattern in which cconemic
benefits from the leased asset are consumed.

Non-current assets held for sale

Non-current assets (and disposal groups) classified as beld for sale are measured at the lower of carrying
amount and fair value less costs to sell.

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be
recovered through a sale transaction rather than (hrough continuing use. This condition is regarded as met
only when the sale is highly probable and the asset (or disposal group) is available for immediate sale in its
present condition and the salc of the asset {or disposal group) is expected to be completed within one year
from the date of classification.

Payables

Trade payablcs and other accounts payable are recogniscd when the consolidated entity becomes obliged to
make future payments resulling from the purchase of goods and services.

Presentation ang functional currency

Results of the major operating business are recorded in their local currencies, which are deemed to be their
functional currency. On | January 2006, the functional currency of Dyno Nobel Holdings ASA (the former
parent Lo the group) was changed from Norwegian Kroner to US dollars. This is consistent with the relocation
of the corporate headquarters and is supported by the major assets, liabilities, revenue and expenses of that
entity being denominated in US dollars.
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1.

SUMMARY OF ACCOUNTING POLICIES (CONTINUED)

(s)

The consolidated entity’s presentation currency is the US dollar, as this currency best reflects the risks and
benefits associated with the operations of the group.

Principles of consolidation

The consolidaled financial statements are prepared by combining the financial statements of all the cnlitics
that comprise the consolidated entity, being Dyno Nobel Limited (the legal parent entity), Dyno Nobel
Holdings ASA (the accounting acquirer), and subsidiarics as defined in Accounting Standard AASB 127
‘Consolidated and Separaic Financial Statements’. Consistent accounting policies are employed in the
preparation and presentation of the consolidated financial statements.

As previously noted, under AASB 3, the acquisition of Dyno Nobel Holdings ASA by Dyno Nobel Limited
was accounted for as a reverse acquisition.

On acquisition, the assets, liabilities and contingent Habilities of a subsidiary are measured at their fair values
ai the date of acquisition. Any excess of the cost of acquisitien over the fair values of the identifiable net
assets acquired is recognised as goodwill, If, afier reassessment, the fair values of the identifiable net assets
acquired exceeds the cost of acquisition, the difference is credited to income in the period of acquisition.

The interest of minority sharcholders is stated at the minority’s proportion of the fair values of the assets and
liabilitics recognised.

The consolidated financial statements include the information and results of each subsidiary from the date on
which Dyno Nobe! Limited obtains control and until such time as Dyno Nobe! Limited ceases (o control such
entity.

In preparing the consolidaled financial statements, all intercompany balances and transactions, and unrcalised
profits arising within the consolidated entity are eliminated in full.

Property, plant and equipment

Property, plant and equipment, leaschold improvements and cquipment are stated at cost less accumulated
depreciation and impairment. Cost includes expenditure that is directly attributable to the acquisition of the
item, In the event that setilement 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 frechold 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
cach assel over its expected uscful life to its cstimated residual value. Leaschold improvements arc
depreciated over the period of the iease 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 reporting period.

The following estimated useful lives are used in the calculation of depreciation:

. Buildings 10 to 40 years
. Leaschold improvements 310 25 years
. Plant and equipment 310 30 years
Provisions

Provisions are recognised when the consolidated entity has a present obligation, the future sacrifice of
cconomic 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 Lo settle the present
obligation al reporting date, taking into account the risks and uncertainties surrounding the obligation. Wherc
a provision is measured using the cash flows estimated to seutle the present obligation, its carrying amount is
the present value of those cash flows.

When some or all of the economic benefits required to sclile a provision are expected to be recovered from a
third party, the receivable is recognised as an asset if' it is virtually certain that recovery will be received and
the amount of the receivable can be measured reliably,

Provisions for warranty cosls are recognised at the date of sale of the relevant products, at the directors’ besl
cstimate of the ¢xpenditure requited to settle the consolidated enlity’s liability.

Onerous Contracts

An oncrous contract is considered fo exist where the consolidated entity has a contract under which the
unavoidable cost of meeting the contraciual obligations exceed the cconomic benefits estimated to be
received. Present obligations arising under onerous contracts are recognised as a provision o the extent that
the present obligation exceeds the ecconomic benefits estimated to be received.
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(v}

(w)

Restructuring

Provision for restructurings are recognised when the consolidated entity 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 to implement the plan; or

. announcing its main features 1o those affected by it,

Environmental

The consolidaled entity is required to remediate or restore manufacturing, storage and depot sites, cither
during or at the end of their useful lives, to a condition acceptable to the relevant authoritics and consistent
with the consolidated entity’s 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 environment provision is measured using the cash flows estimated to
settle the present obligations, discounted to present value using a current market rate.

The expected cost of any environment restoration programme, discounted for its present value, is provided
when the related environment disturbance occurs, based on the consolidated entity’s interpretation of
environmental and regulatory requirements and its own environment policics where these are more stringent
and this has created an obligation on the consolidated entity.

Expected environment restoration costs are based on the estimated current cost of detailed plans prepared for
cach site. Where there is a change in the expected environment restoration costs, an adjustment is recorded
against the carrying value ol the provision, and the effect is recognised in the income statement.
Decommissioning

‘The consolidated cntity 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 relevant authorities and consistent with the
cansolidated entity’s environmental policies. Decommissiening provisions are recognised in relation to these
obligations al the time the obligations are incurred.

These decommissioning costs are based on estlimated cost from detailed plans prepared for cach 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
measurcd using the cash flows estimated 10 settle the present obligation, discounted to present value using a
current market rate.

These cosls are expected to be incurred between 2007 and 2084. Where there is a change in the expected
restoration costs, an adjustment is recorded againgt the carrying value of the provision, and the effect is then
recognised in income on a prospective basis over the remaining life of the asset.

Revenue recognition

Sale of goods

Revenuc from the sale of goods is recognised when the significam risks and rewards of ownership of the
goods has transferred to the buyer. Discounts and volume rebates are deducted from revenue.

Rendering of services

Revenue from a contract to provide services is recognised by reference to the stage of completion of the
contract.

Dividend and interest revenue

Dividend revenue is recognised on a receivable basis. Interest revenue is recognised on a time proportionate
basis that takes into account the effective yield on the financial asset.

Sharc-based payments

Equity-settled share-based payments are measured at fair value at the date of grant. Fair value is measured by
use of a binomial model. The expected fife used in the model has been adjusted, based on management’s best
eslimate, for the effects of non-transferability, exercise restrictions, and behavioural considerations.

The fair value determined at the grant date of the ¢quity-settled sharg-based payments is expensed on a
straight-line basis over the vesting period, based on the consclidated entity’s cstimate of shares that will
eventually vest.

For cash-settled sharc-based payments, a liability cqual 10 the portion of the goods or services received is
recognised at the current fair value determined at each reporting date.
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2, SIGNIFICANT ITEMS

Profit from continuing operations lor the half-year includes the following items
that are significant because of their nature, size or incidence:

Gains

Net curtailment gain on US pension plan

Less: Applicablc income tax expense

Net foreign exchange gain ’
Less: Applicable income tax expense

Consolidated
Half -year

2008 2005
US$'000 U§§'000

7,115 -
(2,846) -

1,960 14,366
(266) -

3,963 14,366

! The reduction in the significance of foreign exchange gains and losses arises from the revision in the functional currency of

Dyno Nobel Holding ASA as described in 1(r).

3. OTHER EXPENSES

Included in Other expenses arc the {ollowing items:

Depreciation and amortisation
Maintenance
Occupancy costs

Staff costs

4, REVISION OF ACCOUNTING ESTIMATES

During the half-year ended 30 June 2006, the directors reassessed the useful Jife of certain fixed assets in the USA.
The financial effect of this reassessment, assuming the assets are held until the end of their estimated useful Jives, is
to decrease consolidated depreciation expense in the current half-year by US$3.050 million and for the next 2 - 3
financial years by US$6.100 million with a diminishing annual impact thereafier.

S. SUBSEQUENT EVENTS

There has been no matier or circumstance that has arisen since the end of the (inancial period, that has significantly
affected, or may significantly affect, the operations of the consolidated entity, the results of those operations, or the

state of afTairs of the consolidated entity in future financial years.
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Consolidated

Half-year
2006 2005
483000 Us$'000
15,577 17,291
15,558 12,253
3,535 3,387
58,838 52,387



Halt-year

2006 2005
uss'o00 U8$'000
DIVIDENDS
Dividends-Post 1IPOQ ; 3
Dividend-Pre IPO
Dividends paid out of pre IPO retained carnings’ 648,218 -

" On 13 March 2006, the directors of Dyno Nobel Holdings ASA declared and paid 2 dividends, being US$149 nuillion (35.31 per share)
and US$499.2 miflion ($17.80 per share) as part of the group restructure transactions occurring prior to the IPO. The calcnlation of
dividend per share is based on the nunber of Dyno Nobel Holding ASA ordinary shares outstanding at the date of payment.

7. SEGMENT REPORTING

(a) Business

The consolidated entity operates in only one segment of business, namely the manufacture and sale of commercial
cxplosives and related accessories o the minine. auarrying and construction industries.

(b) Geographical scgments

The consolidated entity operates predominately in 2 geographical segments, North America and Australia.

2006 North Australia Other Corporale Total
Primary reporting format- geographical America
US$'000 US$'000 US$'000 US$’ 000 US$’000
Sales 1o external customers 516,088 102,683 - - 618,771
Total segment revenue 516,088 102,683 - - 618,771
Add: Share of associates’ revenue 62,783 13,917 4,900 - 81,600
Aggregated sales revenue on a
proportionate basis 578,871 116,600 4,900 - 700,371
Segment result 65,188 7,977 - - 73,165
Share of joint venture result 3293 L2083 (LT76) . e 32000
68,481 10,060 (1,776) - 76,765
Unallocated income less unallocated
cxpenses - - - (12,823) (12,823)
Profit from continuing operations before income 1ax 63,942
Income tax expense (21,608)
Profit from continuing operations 42,334
North Australia Other Corporate Total
2005 Americe
Primary reporting format- geographical US$'000 US5'000 Uss$'000 US$ 000 US$'000
Sales 1o external customers 371,581 106,452 - - 478,033
Total segment revenue 371,581 106,452 - - 478,033
Add: Share of associates’ revenue 41,843 14,192 4,435 - 60,470
Aggregated sales revenuc on a
proportionale basis 413,424 120,644 4,435 - 538,503
Segment result 36,770 1,889 - - 38,659
Share of joint venture resuit 2,065 849 {2,004) - 910
38,835 2,738 (2,004) - 39,569
Unallocated income less unallocated
EXPenses - - - 6,357 6,357
Profit from continuing operations before income tax 45,920
Income lax expense {10,090)
Profit from continuing operations 35,836

For disclosures regarding discontinued operations in June 2006 and June 2005 refer Note 9.
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8. CHANGES IN COMPOSITION OF THE CONSOLIDATED ENTITY
Current half-year — Acquisitions
a) Acquisition of Dyno Nobel Holdings ASA by Dyno Nobel Limited

Effective § April 2006, Dyno Nobel Limited acquired 100% of the shares in Dyno Nobel Holdings ASA for
US§1,475.2 million through the issuance of a loan note for US$1,011 million and the assumption of debt of US$464
million. Toe settle the loan note purchase consideration, Dyno Nobel Limited issued 346,339,156 ordinary shares for
US$592 miltion, and a further 244,746,106 convertible redeemable preference shares for US$418 million. Through
an IPO on the Australian Stock Exchange on 7 April 2006, Dyno Nobel Limited issucd a further 455,746,221
ordinary shares for AU$1,048 miilion (US$754 million) net of transaction costs and associated tax benefit, The
proceeds from the IPO were used to reduce debt and redeem the convertible redeemable preference shares.

In accordance with AASB 3, the acquisition of Dyno Nobel Holdings ASA by Dyno Nobel Limited was accounted
for as a reverse acquisition and the consolidated financial statements have therefore been prepared as a continuation
of the financial statements of the accounting acquirer, Dyno Nobel Holdings ASA, as disclosed in Note 1 to the half-
year {inancial report.
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b) During the current half-year the consalidated entity acquired in North America the entitics listed below:

Name of entity ET1 Holdings Corp

% Acquired 100%

Date of acquisition 14 February 2006

Principal activity Explosives manufacturer and distributor

The net assets acquired in the business combination and the goodwill arising are as follows:

Acquiree’s Fair value Fair value ?
carrying amount adjustments
before business
combination

US$ 000 US$’ 000 18$°000
ASSETS
Cash and cash cquivalents 2,053 - 2,053
Receivables 16,707 - 16,707
Inventories 16,667 (3,500) 13,167
Other financial assets 1,046 . 1,046
Investments accounted for using the equity method 5,218 (3,218) 2,000
Property, plant and cquipment 30,993 3,845 34,838
Intangibles 355 6,992 7,347
Deferred tax assets 1,363 - 1,363
TOTAL ASSETS 74,402 4,119 78,521
LIABILITIES
Payables 21,176 - 21,176
Provisions - 5,346 5,346
Retirement benefit obligations 19,440 1,579 21,019
Other 3,290 - 3,290
NET ASSETS 30,496 {2,306) 27,650
Acquisition cosls 3,330
Goodwill arising on acquisition” 43,633
Cash consideraltion paid 74,653
Contributed revenue’ 42,637
Net Joss afier 1ax’ (328)

'Goadhwill is attribuiable 10 the acquired entity s sirong position in tading, manfacine and sale of commercial explosives and the
sirategic advatages and synergies expeeied 1o arise as a result of the acquisition,

? The fuir value of the net assels has been determined on  provisional basis. In accordance with AASB 3, adjustments 1o provisional
determinaiions are permitted provided the amounts are completed within 12 momhs of the acquisition date. The fuir vaiwe of the assets
and liabitities are in the process of beirg finalised.

*Revenue and profit for the acquired enity has not been disclosed as if the business combinaiion had occurred from the beginning of the
half-year. The information is noi reuadily availabie as Dymo Nobel Limited wouid have managed the businesses differently and therefore
the results would have been different from the actual resulis. The information disclosed is fram the date of acquisition.
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Name of entity Dyno East Kentucky, Inc.
% Acquired Dyno Nebel acquired the remaining 50% from a jeint venture partner
Date of acquisition 28 February 2006

Nature of business LExplosives distribulor e e

The net assets acquired in the business combination and the goodwill arising are as follows:

Acquwiree’s Fair valie Fair value’
carrying amount adjustments
before business
combination

US$°000 US$'000 Us$'000
ASSETS
Receivables 6,604 - 6,604
Inventories 1,558 v 1,558
Other financial assets 474 - 474
Property, plant and equipment 1,772 432 2,204
Other 190 - 190
TOTAL ASSETS 10,598 432 11,030
LIABILITIES
Payables 6,220 - 6,220
Provisions 30 - 30
TOTAL LIABILITIES 6,250 - 6,250
NET ASSETS 4,348 432 4,780
Reduction in investments accounted for using the
equily method (2,)74)
Increase in net assels 2,606
Goodwil) arising on scquisition’ 6,394
Cash consideration paid 9,000
Contributed revenuc’ 12,208
Net profit afler tax’ 159

‘Goodwill is atiributable 10 the acquired entity’s sirong position and profiiability in irading in the sale of commercial explosives and related
services market and the siraiegic advantages expected 1o arise as a result of the acquisition.

The fair value of the net assets has been determined on a provisional basis. In accordance with AASB 3, adjustmens (o provisional
determinations are permited provided the amounis are completed within 12 months of the acquisition date. The fair value of the assets and
Nabilities are in the process of being finalised.

*Revenue and profit for the acquired entiry has not been disclosed as if the business combination had occurred from the beginning of the half-
year. The information is not readily available us Dyno Nobel Limited wonld have managed the businesses differemiy and iherefore the
resulis would have been different from the actual results, The information disclosed is from ihe date of acquisition.

Effective 7 February 2006, the Dyno Nobel group acquired the assets and liabilitics of the Spanish Fork business. This
transaction completed the Ensign Bickford acquisition which originated in May 2003, The net consideration paid was
US$10.5 million and this created goodwill of US$3.0 million.

In addition, during the half-year the Dyno Nobel group acquired the remaining minority interests in St Lawrence
Explosives, Inc. and Dyno Nobel Canada, Inc. for US$8.7 million.
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c) During the half-year the consolidated entity acquired in Australia the entities listed below;

Name of Entity Industrial Investments Australia Finance Pty Lid
% Acquired 100%

Date of acquisition S April 2006

Principal activity Finance company

‘The net assets acquired in the business combination and the goodwil) arising are as follows:

Acquiree’s Fair value Fair valug/
carrying amount adjustments
before business
combination
1183000 US$'000 US$’000
ASSETS
Trade and other receivables 454,711 - 454,711
Other financial assets 4,955 - 4,955
TOTAL ASSETS 459,666 - 459,666
LIABILITIES
Overdrafi 17 - 17
Borrowings 442,199 - 442,199
Deferred tax liabilitics 2 . 2
Other liabilitics 14,248 - 14,248
TOTAL LIABILITIES 456,466 - 456,466
NET ASSETS 3,200 - 3,200
Goadwill arising on acquisition b
Settled via non-cash transaction as part of pre
IPO restructure 3,200

“The fair value of the net assets has been determined on a provisional basis. In accordance with AASB 3, adjustmens 1o provisional
determinations are permitted provided the amounts are completed within 12 months of the acquisition date. The fair value of the assets and
liabilities are in the process of being finalised.

Details of disposals in the prior financial year are included in Note 9 below.
DISCONTINUED OPERATIONS

During 20085, the consortium 1hat owned Dyno Nobe! Holdings ASA scparated the entity into two business groups,
being those entities retained and ultimately acquired by Dyno Nobel Limited and those entities, being substantially the
businesscs in Lalin America, Asia, Europe, Middle East and Africa that were ultimately sold to Orica Limited. The
latier businesses have been disclosed as discontinued operations within the 2005 comparative information disclosed
herein. The aggregate results for the half-year ended 30 June 2005 are set out below. Included in the sale were certain
contracts in Asia. This sale was contingent on prescribed conditions being met. These conditions were satisfied during
April 2006 and the profit on the sal¢ has been recognised in the half-year ended 30 June 2006.
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10,

11,

Financial information for the discontinued operations is shown below: Consolidated
Half- year
2006 2005
US$'000 Us$°000

Revenue - 191,280
Expenses - (177,158)
Profit before income tax - 14,122
Income tax expense - (3,807)
Profit afler tax for discontinued operations - 10,315
Gain on sale of Asian contracts before income tax ' 2,947 -
Income tax expense ' (1,2006) -
Gain on sale of the operations afier income tax 1,741 -
Profit from discontinued operations 1,741 -

'The Dyno Nobel group Iost control of the discontinued operations on 30 November 2005 and consequently the profit on
sale was recorded at that date, except for those contracts noted above that were not transferred until the half-year ended
30 June 2006 and the profit recorded in the current half-year period.

CONTINGENT LIABILITIES AND CONTINGENT ASSETS

Dyno Nobel Limited is currently a party to a number of unresolved litigation cases and disputes and may be exposed to
potential legai and other claims or disputes in the future with respect 1o its operations and in relation to claims arising
out of the operations and in relation Lo claims arising out of the operations of cerfain recently acquired businesses,
Current outstanding claims include personal injury ¢laims arising out of alleged defective products, personal injury
claims by employees hurt in the course of transporting produets, claims for property damage as a result of the group’s
blasting activitics and cnvironment remediation claims and actions brought against the group by third partics or
relevant government agencies, The Dyno Nobel group maintains insurance that may cover all or a portion of any losses
arising out of current and outstanding claims, and the Dyno Nobel group may be indemnified by the former owners of
certain recently acquired businesses for certain of the outstanding claims,

Based on the information currently available, Dyno Nobet Limited is not aware of any circumstance that is likely to
lead to a material exposure in respect of known outstanding claims.

FURTHER ISSUANCES, REPURCHASES AND REPAYMENTS OF SECURITIES

Ordinary shares

Number of
Date Transaction shares
4 January 2006  Ordinary shares issucd on incorporation 243
7 April 2006 Crdinary shares issucd as part of the transactions entered into 1o acquire Dyno Nobel
Holdings ASA and complete the float 802,085,377
7 April 2006 Ordinary shares issued lo management 3,855,904
Total 805,941,524

Convertible redeemable preference shares (*CRPS")
During the half-year, Dyno Nobel Limited issucd and redeecmed 244,146,107 redeemable preference
shares with an attributed value of 1US$424,596,336.

Share options
On 7 April 2006,Dyno Nobel Limited issued 19,625,000 share options over ordinary shares under an executive share
option plan. Thesc options had a fair value at grant date of AU$5.8 million (US$4.2 million).
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:2. EARNINGS PER SHARE

Consolidated
Half -year
2000 2005

US$$'000 US$’000
Net profit used as the numerator in calculating basic and diluted carnings per 44,037 44,519
share
Adjustment to exclude profit from discontinued operations (1,741 (10,315)
Net profit from continuing operations 42,296 34,204

Number Number
Weighted average number of shares used as the denominator in calculating basic
carnings per share 805,941,524 805,941,524
Weighted average number of shares used as the denominator in caleulating
diluted carnings per share 805,941,524 805,941,524

In accordance with the reverse acquisition rules set out in AASB3, the weighted average number of ordinary shares
outstanding during the half-year is deemed 1o be the number of ordinary shares issued by the legal parent, Dyno Nobel
Limited, pursuant to the acquisition of the legal subsidiary, Dyno Nobel Holdings ASA.

Dyno Nobel Limited granted 19,625,000 options under an excecutive share option plan on 7 April 2006. These potential
ordinary shares are not dilutive as at 30 June 2006 and are therefore excluded from the weighted average number of
ordinary shares for the purposes of calculating diluted carnings per share.

Cumulative redeemable preference sharcs were issued and bought back during the half-year. They have not been
included in the determination of basic or diluted earnings per share as no shares were on issuc at 30 Junc 2006.

Shares issued 10 management, puisuant 10 the prospectus are held in escrow and form part of the denominator for both
the basic and dilutive carnings.

Also pursuant to the prospectus, certain members of the management team are entitled to a further allocation of shares,
to be partially funded by the previous equity owners of Dyno Nobe! Holdings ASA, if the statutory forecast for 20006 is
achieved. If applicable, the allocalion of any shares would follow announcement of the results for the year ended 31
December 2006, The number of shares forecasted to be allotted is approximately 800,000. These shares have not been
included in cither the basic or dilutive earnings calculations as their issue is contingent on the statwtory forecast for
2006 being satisfied.
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Dyno Nobel

Dyno Nobel Limited
ACN 117 733 463
Level 21, AGL Centre

The Securities and Exchange Commission 111 Pacific Hwy, North Sydney
100 F Street, Street N.E. Nsmcizgoef;l;sgﬂlg
Washington DC 20549 Telephone: +61 2 9968 9000
USA Facsimile: + 61 2 9968 9530

Date 21/08/2006

Dear Sir or Madam,

Pursuant to Rule 12g3-2(b) of the Securities and Exchange Act 1934, please find enclosed an
announcement lodged with the Australian Stock Exchange.

Yours faithfully,

Arduio~

lianne Lyall-Anderson
Company Secretary
Phone: +612 9968 9000
e-mail: julianne.lyall-anderson@ap.dynonobel.com
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DYNO

Dyno Nobel

Dyno Nobel Limited
ACN 117 733 463
Level 21, AGL Centre

The Securities and Exchange Commission 111 Pacific Hwy, North Sydney
100 F Street, Street N.E. NSVLV’ ZKO%OBAusgﬂlg
. ocked Bag
Washington DC 20549 Telephone: +61 2 9968 9000
USA Facsimile: + 61 2 9968 9530

Date  21/08/2006

Dear Sir or Madam,

Pursuant to Rule 12g3-2(b) of the Securities and Exchange Act 1934, please find enclosed an
announcement lodged with the Australian Stock Exchange.

Yours faithfully,

Julianne Lyall-Anderson

Company Secretary

Phone: +612 9968 9000

e-mail: julianne.lyall-anderson@ap.dynonobel.com

DYNO

(2] nabperea [ Performance



Appendix 3X
Initial Director’s Interest Notice

Rule 3.194.1

Appendix 3X

Initial Director’s Interest Notice

Information or documents not available now must be given to ASX as soon as available. Information and
documents given to ASX become ASX's property and may be made public.

Introduced 30/9/2001.

Name of entity: Dyno Nobel Limited
ABN: 44 117 733 463

We (the entity) give ASX the following information under listing rule 3.19A.1 and as agent
for the director for the purposes of section 205G of the Corporations Act.

Name of Director David Edward Wills

Date of appointment 18 August 2006

Part 1 - Director’s relevant interests in securities of which the director is the registered
holder

In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Note: In the case of a corapany, interests which come within paragraph (i} of the definition of “notifiable interest of a director” should be
disclosed in this part,

Number & class of securities

Nil

+ See chapter 19 for defined terms.
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Appendix 3X
Initial Director’s Interest Notice

Part 2 — Director’s relevant interests in securities of which the director is not the

registered holder

In the case of a trust, this includes interests in the trust made available by the responsible entity of the trust

Name of holder & nature of

interest
Note: Provide details of the circumstances giving rise to
the relevant interest,

Billsale Pty Limited - A Private
Family Company

Number & class of Securities

20,000 ordinary shares

Part 3 — Director’s interests in contracts

Note: In the case of a company, interests which come within paragraph (ii) of the definition of “notifiable interest of a director” should be

disclosed in this part.

which interest relates

Detail of contract N/A
Nature of interest N/A
Name of registered holder N/A
(if issued securities)

No. and class of securities to | N/A

+ See chapter 19 for defined terms.

Appendix 3X Page 2
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