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IMEORFANTIINEORMATION
Otter

This Prospecius is issue 1 ty Boant Longyeax
Lerted {("Company’). Tha Offer contaned n
this Prospecius fs an inv tation 10 apphy fof
Shares. No porson is aw honsed 10 provoe
Ay wonmation of kD Ma<a any represeniabon
N conmection with the Offen which is not
contamed in this Prospectus.
Lodgemant snd listing

This Prospectus is datact 1 March 2007, and a
copy was lodgad with the Austrakan Securties
and invastmonts Commission ("ASIC™ on that
date. ASIC and ASX Limted [ASXK) take no
responsiodty for the cor tents of this Prospectus
or tha meits of the invet oment 10 which thes
Proapectus relates. The Comparny will apply
within seven days of the date of this Prospecius
10 ASX for admission of |he Company 1o the
official kst of ASX and of iciat quotation of the
Shares on ASX.

New Zealand investment Statermant

A MNerwr 20atand knestrrent Statement which
compbas with the Secu mas ACt 1978 {NZ)
end the Securnties Reguiation 1983 M)

has boon prapared in connaction with the
Otfer, New Zealand reshjents should read
tha lrvastment Stateme it befora makeyy

an Application.

Exposure Period

The Corporations Act prohitets the Company
f1om prOCessINg ADDECHhons durng the
Exposure Panod The Eposixe Penod is

the sgven day period trem the date of this
Prospectus and may be extended by ASIC ty
up o a turther seven days. Any Applicabons
recoved duiing the Expasure Period wil not be
processad urid ahter the: Exposure Perlod. No
pretarence will be conferrad on any Appbcations
recorvnd durng the Exposure Period.

Elsctronic Prospectus

This Praspactus, exchucing any Application
Form, may De viewed & xing the Exposure
Paviod by Austraiian arvd New Zsaland
residems onty, i electronic torm at

ooy DOArioNgvenr sha eolter Com. A pager
copy of thes Prospectus may be obtained
frea of charge owrng th Citor Perlod by
calng the Boart Longyoar Ofter information
Ling on IBOG 781 633 ¢r +61 2 5280 7488
Appheations may onty te made on a printed
0Py oh an Appication Form attached

10, OF BCOOMOArying, tHis Prospectss,

O sloctronically in accordance with the
NSIUChONS CONaNEd i1 s Praspecius.
Phatocopias of an Aopbeation Form wall not
bé aceopied.

Astarences 1o Group and Boart Longyoar
Boart Longysar Limeec is a naw entity to

Do kstad on ASX. For giise of reference in

fhus Prospactus. except whorg the conton
athorwise incicates, refxrences 10 "Boart
tongyea " and "Croun” afe 10 the Compay
nd its subsJiaries as i: will exist after ksting
O ASL on 1S PIedecEs I0FS AS 18 apOIoDEle
N 1ha Eontaxt.

Forward looking staiements

[y torimed Iooking SIAETments m it
Prospecius are based «on the Company's
current expociations about iulure events;.

hey are. however, SLD ect 1o known and
uRknawn risks, uncerts inties and Bssumplions,
many of wiich ara oulsgs thy contrel of

thn Company. tha Diret 105 and the Servor

Management Team, that ¢oukl Cause aclual
185ty pArtrANCE O Chiguormants 1 drter
materialy from future resufs, performance

of achegvOmants Bxprossed of ¥nphed by 1he

. forward looking stalerments in this Prospecius.

No parson named in s Prospectus. nor any
athes person. guarantess Ihe porfomance of
the Company or the repayment of capetal or the
payment of a ratuen on the Shares.

The Historicat Finangial Information and
Foracast Finanoal Informaton i this
Prospoctus should be read in conjunction
with, and are qualfied by reference o, the
information conlained in Sectons 8 and B ol
this Prospectus and the Historical Financial
information contained in the Apperthx

Appendix containing sdditional

financial information

‘You should nota that a separate Appencix
daled the data of this Prospecius has baen
prepared and oaged vith ASKC. The Appendx
contains detadod Historical Fnandial information
about tha Compasty and information regarding
the accounting polcies adopted in connoction
with tha preparston of the Historical Financial
Intormation. The Appendix prondes add:bonal
detad on tho Histoncal Fnandal informanon
incuded within thia Prospectus. The Comparty
bebavas that tha information in tho Appancx
is pmarily of intergs! 10 profassional analysts
Or AChASOrs, OF iInvestons wmith similr Speciokst
niormation neads. 1 you consider that th
information in the Appenchx May assist you

in rnaking your Mmastment decision, you may
obtain a copy o 1hs Appond.x ree ¢f chaige
by cafing tha Boart Longyea Offer Intormaton
Lire on 1800 781 833 or +61 2 8280 74B8.

The Appencx is taken 1o be nchuded n ks
Prospecius in accordance with section 712
ol the Corporalions Act,

Indepandeni raviow of Directors”
Farecunt and Financial Sarvices Quide
The provider of the Independent Rerdew o
Direciors’ Foraoast n Secton 11, Dalonte
Corporate Fiancs Pry Lid, 15 required tn
provide Austraban retad dlients with a Financisl
Services Guide n raation 10 tha Roview under
the Corporalions Act. The Financial Servicas
Gude is provided n Section 11

This is ot irvesiment advice.

Individual nvastors should seek

their own financial advice

The Otter contiined in this Prospecius

006S Not 1aka 10 ACCouN th investment
oirectvey, hnancial stusaton and po beul
noeds of indridund avestors In considering the
prospects of Boan Longyeda, 118 mportant
that ncvicud vesions coner the risk s
that could atact tha nancal porformance

ol tha Compary. As a prespective imvestor,

you should carefully contrdi these tactons wi
hght Of thewr particutar imve UMt COMCtves.
Doaecaal studtion and investoent needs,
finchading bnantd and taxaton ssues) and
seoh protessional advice from their stockbrokér,
atcoumant o othir professkonal advisor
Deow g gecklinng whithes (0wl Somo of

tha rigk faclors it snould be cons-dered by

L OspeCing innvastons are dataled in Section 6.

Expiry date

No Shares wail ba asatted of issuad on tho pass
of this Prospectus later than 13 months alier 1he
date of s Prospechus.

Salling rastrictions

This Prospectus doas nol considute an offer of
HVEAtON i arty junsdichon in which, or 1o any
person (o whom, © would not e lawhul to make
such an offer or evilahon Tha distnbubion of
this Prospectus nchuding in elactronic form)

W priscicions outside Austalia ancd New
Zealand may be resimeted by Law and parsons
‘whi come imo possession ol it should seek
adwce on and obisarve any such restriciions.
Any lailre to comply with such restrictions may
congtifuta a violabon of applicable securties
Iaws. No aclion has been taken 1o register of
quality tha Shares o the Ofter or atherwmse to
pormd a public atfermg of the Shares in any
jurisdiction outside Austraia or New Zealand

In partioutayr. the Ofler and sale of the Shares
nave not been. and wilk nol ba, tegistered undor
the US Sacurities Act of 1933 "US Secuntys
ACt?). and accordingly the Shares may not be
oHered, sokd or resold i in the United States of
1o, o for the account or benefn of, US Persons
(as defned n Rule 902 undér the US Securties
Acth, axcopt to “qualfied nstiutiona buyors”
0tBs) as defned in Ruls 1444 under the US
Securities Act in accordance wilh Reguiation [
for Rule 144A, it apphcable) uniés the LIS
Securt:as Act and apphcable state secuntes
LS L (i) Utside the United States, (o pe s s
ofher than US Porsons in offshore transactons
in compliance with Reguiahion 5 under 1he US
Secunues Act Plaasa refor 1o Section 315 I
eddbonal informalion on seling rastrictions
ihat apply 1o the otter and safe of Shares i
rrischetions outside of Australia and New
2ualaing,

Privacy

The Apphcation Forms aitachod o or
accompamng this Prospectus raquira you

to pieracte information that may ba personal
mioimation for the purposas of tha Prvacy Act
1988 {C1h), as amended, The Company and
the Rogisiry on its benall) may collect, huid ivsd
use that personal information in order (o assess
YOI ADPICtion, SErice your needs as Aan
Haviruilr, provide laclities end servces that yea
request ang adminster the Company.

ACCEsS W wiformation that you provide may
50 be provided 1o the Company’'s agerts anvi
SAfaCs Drimaers on tha basis that thay veal
Wt SLCh Intormahon N accordance with the
Company's privacy policy.

Company's website

Arry tidirence 10 documents induoed on

th Cormpany's wehsile are prondad tor
COMATYACE BONY;, and none of the dociasknls
o other nformabon on the website are
ncorporsted by relerence n this Prospechies

Questions

#year bive any QUESTONS 1 TEIAtn Lo thi (I,
pleasy o the Boart Longyow Otter Infcansotiin
Lo on 1800 781 433 or +61 2 8280 74348
Further intormation nay also be oblamed it
e Boart Longyear Shave Otler website at
woavwy Un, GrlONGye arshareolier com
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IMPORTANT DATES AND KEY OFFER STATISTICS

Important dates

Retail Offer opens ©.00am (\;ydney t rre) on 12 March 200?
5 Gupm 1:3ydney tune} on ?8 March ?007

9. oodm [\;ydr*ev ume. on 2 Apnl | 2007

Retail O:fer closos
Insgaluuona Onu opcno‘
Institutional Offer closes. 12 oo,m \ (Sydr‘e,f ume. oﬂ 3 Apnl 12007
a Apnl 2\)0{“
"5 Aprit 2007
1 Aprl 12007
."12 Apm 2007“
12 Apnk 2007

..‘."18 ApnIQOO?"

Fmal Pncc, ar\d allocahon an:wouncomenl

hdreq cornrnr*nco lrarJ|r‘g Un A..»x (r‘ondmonal and da!c'red seﬂlcment ba,ls)
Tmm“lloml Ol ('r >(,l le vent

issue and allotmenl of ohares

Exper‘lcd chlc (o: palch of mldmg s\alemenls

Share comrnmu 1r1rJ|ng on ASX lnormal sel:lemer\l leSIS}

0338 Cooncnisten, oo unsuitinten 20t e it beack Manvager s teser o s ot e, e daten, ang
O ulll‘ er vt adriny the gt sadeet "he s e g i ACCAR! Lte in g dn R RIS PRR U EIR AETRY
DR Prospeetins Gf e ADCE Nz RS e eniIunt s P T Satinad ther AL e ol Las 82 Y s paeadihe Al Y

HERE L PR ST

Key Offer statistics
Indicative F’ncc Hangp

Maxlmum numbor 01 uhare avanlablo undcr Ihc Oller

Gross procecds from .hn Oi fer

U CIF TR T

Total nurber of € harcs on nssue followmg the O.fer

Market capllallﬁtlor1 !

Enterprlse \nluo :

Summary of FY2007 pro forma forecasts®
Pro forma cdrnmc 5 per share (p'e amorusahon)‘ 1

Pro forma pnce Parnlngb rallo [pre drnortlsahon) i

Pro forma emorpn 4] v‘!lue/EBITDA W

F“FD fOflT]B. GmEN,.)rlSC' V?lUG/EB|T"'T"

Summary of FY2007 statutory forecasts
Slatulory eanungs per share (pre amorllsatlon w

Slalulory enterprme value/FBlTDA

Notes

1.

The Indcative Prico
Hange is indicatve
only. The Final Price
may be selata
price wihin, anove
or bolow this price
range.

2.

Based on iho
Indicistive Price
Rangn.

3.

The number ol
Sharas to be issuen
vAder the Offer

will gpepend on the
number of Sharas
required o partipily
repay debt, redecm
the Redeemable
Notes ["RN“} held
by the Vantiors and
caover ihe costs of the
Olfer {see Seclions
J.4and 3 5tar
furiher nloraranon).

4.

The gross proceeds
from the Offer are
calculated as the
number ol Shares
1ssued under the
Otler multsplied by
the Final Price.

9.

The total number
of Shares onissue
following the Offer
will be the sum of
the total number
of Shares issued
uncter the Ofter
and the number af
Shares retaired
by the Consortium
aixl Management
Invesiors (see
Secuons 3.5 and
3.6 for lurther
intormation}

6.

Galculated as the
total number of
Shares onissue
toltowing the Olfer
multepligd by the
Final Price,

7.

Calculated as the
sum of tho markot
capitalisation

al the Indicalive
Price Range

and the net debl
based on the
consolfater

pro forma Balance
Sheetas at

31 December 2004
{refer Seclion 8.5,

;]

FY means the

12 months ending
31 December {ns the
comext requires).

9.

The Foiceast
Fimangiut Informidion
has been presented
in US dollars as

this will be the
presenialion
currency of Honrt
Longyear guing
forward. For
canvenience,
FY2007 forecast
mnounts prasentedd
in US doltars have
been tronstied wilo
Agstralian dellars at
aconstant ralc ol
USS0.771:A81.00.

0.

Based on Forecast
Financial Information
which reflecis a
nuimber al estimates,
assumptions and pro
loama adjustments
thal ara subjoct to
busingss, econpimic
and compellivg
upcerfainties and
contingencies, with
respoct to future
busincss decisions.
Thasa dssumptions
and adiustments are
subject to changes
and in many cases
are gutside Ine
conlrol of Boart
Longyear.

AS| 76 AS2.10 per Share

K 278’1\

t262m

Asz 2&9 A$2 2 550m

1.4853m

TAS2, G‘Mm JAS3119m
' ASS 457m - A$3 962m

The Forecas!
Financial information
presented n 1hs
Prospectus may

vary from actual
financial results anc
thess vanatons iay
he materiat, Details
of the Foreeast
Financial Informatian,
the assumplions on
wiich it s based

and 1he Senipr
Managemeni Tearn's
discusston and
analysis ot it together
with associatad ris%
factars are set out

in Sections 1.45. 2,
Gand9.

13. 3 cen:s
13 3x - 15 5.8x

8. 3x -95x
T104x - 119x

92x — 10.5x

11,

Pro lorma prce
earnings ratic
calculated as
indicative Price
Raje divided by
pro lorma eamings
per Share, A price
earnings ratio
based on slatutory
carnings has not
been shown as the
FY2007 Direclors’
Statutory Forecasi
is not representalive
of the underying
earnings of Boart
Longyear duc to
timing clifigrencas
and the :mpact of
certain signdicant
MON-TECUITING ilgms,
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Impo: :mt dates aqd f\ev Oﬁor stah ncs
‘bf‘c Inveslmenloverwev.'
P mww/\nsv.«erb . ke"qu'hshonswu et s e s b nn e et aniae e GobemE S HSsnia R aRe reeens shi feures e
.Secuc "“Deiawl oI meOffer
'Scr,lio ....................Dn”mg mclusuy ovemew e e e
Eo ‘,.r..................Boan Longyear overwew ettt et st s e e s
-o(.‘(‘lIO ﬂlsk e
WNBoarcl o Semor Mamgcmcm leam
‘Secuo Pro iorma Hrstoncal l’ mancnal Inlormahon
Secllo Dlreclors Forecasl
.oecllo ""“"wmm!wesh(allng accmmlanlsru)od
'qecno I1cc,)cnclen. rcwewoa Dlreétors orecasl

Secxic Adcﬂuonal :niormaum

‘Sectio "‘"""""""""Glossqry
Apphc htion f~orms
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e

CHAIRMAN'S LETTER 3 BOART
= W LonGrEar

Dear Investor
Boart Longyear Limited - initial public offering

On behalf of the Directors, | invite you to consider becoming a shareholder of Boart Longyear Limited
("Boart Longyear™).

Boart Longyear is the world's leading integrated driling services pravider and products manuiacturer for the
Minerals Industry, with a substantial presence in the Environmental & Infrastructure and Energy industries.

The Company's Orilling Services division provides driling services to these industries primarily for the extraction
of rock, soil or water samples for technical analysis, on a contract basis. The Company's Products division
manufactures and supplies coring tools, drilling capital equipment, percussive tools and mining capital
equipment and products. These ane sold to a variety of driling services providers, including Boart Longyear's
Drilling Services division, in the Minerals, Environmental & Infrastructure and Energy Industriss. Approximately
15% of the Products division's annual manufacturing output is used by the Driling Services division.

Boart Longyear is the number one driling services provider 16 the Minerals Industry in tha key markets of
Australia, Canada and the United States as well as globally (with a global market share of approximately
17%). The Compary is also the leader in the manufacture and sale of products tor the surface mineral
exploration and underground mineral production drilling markets, Boarl Longyear's market leading positions
reflect the Company's strengths including drilting capabilities, technical expertise, experlence, technological
innovation, logistics capabilities and outstanding safety track record.

Boart Longyear's global reach and established refationships with blue-chip global mining companies

will enable it to continue to capitalise on its exposure to favourable global market conditions. The rapid
industrialisation and urbanisation of Brazil, Russia, india and especially China has driven strong demand
for raw malerials. This has resulted in high demand for Boart Longyear's drilling services and products dus
to growth in the development and production stages of mining and increased investment in exploration by
mining companies. In addition, the Company has a growing presence in the provision of driling sarvices
and products to the Erwironmental & infrastructure and Energy Indusirias, which Management believes wil
experience strong long term growth,

Boart Longyeear Is forecasting pro forma FY2007 revenue of US$1.46 billion and pro forma FY2007 EBITDA
of US$320 million, an increase of approximately 15% on pro forma FY2006 EBITDA. Further earnings growlh
is expected 1o be achigved by initiatives aimed at providing continuing improvements in operating efficiency
and capturing growth opportunities, including both organic expansion and acquisitions. Boart Longyear's
high quality management team and industry leading expertise provide it with the platform necessary to take
advantage of favourable market dynamics and generate altractive returns to investors.

The total proceeds from the Offer will be approximately A$2,449 milion' and will be used primarily to fund
the redernplion of securities held by the Vendors and partially to repay debl. It is expecied that the Group will
have a market capitalisation of approximately A$2,866 million an completion of the Offer*.

I urge you to read this Prospectus carefully as it contains detailed information on the Offer and the financial
and operating performance of Boart Longyear. Contact your stockbroker or accountant or other professional
advisor if you have any queries.

On behalf of the Directors, | cormmend the Offer to you and Yook forward to welcoming you as a Shareholder,
Yours sincerely

Graham Bradley
Chairman

Note

i

Basad cnthe

mud point of the
Inclicati.g Pice
Rangs and a
ioreign exchange
rate assumplion of
USS0.771AS1.00
rn the Glosing

Dataolthe

v Iabiutional Olfer.
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BOART LONGYEAR OVERVIEW %

- WEATHERED ROCK

ROCK

Boart Longyear is the world’s leading
integrated drilling services provider
and products manufacturer for the
Minerals Industry, with a substantial
presence in the Environmental &
Infrastructure and Energy Industries

BEDROCK
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BOART } GMOYE AR LINITTD PROSCTCTUS
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BOART [ INIYEAR LMITE D B=OSPEOTUS
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BOART LOMGYE AR L IITED PROSPECTLS

SUCCESSFUI.

Boart Longyear's integrated model
of drilling services and products
provudes sugnmcant beneflts

ACLERE b e dTeener at g supph, ensingad
LA 1 AN
S lanhae e e S apreent e bl ate e
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Boart Longyear’s earnings
are diversified by geography,
product and customer segment

- Dnthng saervices provided in 30 countries and
products distnbutad 0 over 100 countnies

- Exposute (o varied incdostoes:
- WMmerals
- Environmantal & Infrastrueton e
- Energy

Duting services provided at all stages of the
NG CyCle ana across o broad rang: of minerals
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Consolidated FY2007

BOART LONGYEAR LIMITED PROSPECTUS
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BOART LGNGYE AR LIMITED PROSPEGTUS

A'I'I'RACT l VE

XA “‘\F’\"\‘
L)

Consolidated pro forma EBITDA
Strong earnmgs proﬂle FY2005 - FY2007

- Histon, of stiana eaermngs arowth aee indrgn
Lerpansaan

= Higiily sarat s cost fretne

= Low maniznance copnal gapandsiure Pouemonis

= gt proorien of FY2007 Dnitng Services
divisian’s enrmgs ather qontracted unde
framenvark 2 was ar e ansiderand nighly
probnble By rmnagemoent

- Mo ging cusiomer represented more than 1. of
the Grer's FYZ606 o torma tevenue faxcluding
the Company’s Deithiny Services drazion
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BOART LUNGYLAR LIWNTED PROSPFCTLR
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The key risks to Boart Longyear’s
business include (but are
not limited to) the following:

- if commodlies prces fall belovs certam tiveshald  — potontial for unforeseen operating dithcuities
levels. expenditute on drilling services and associaled with recent acquisitions

3LOALCTS M reduced . .
¥ cts may be reduc - fareign exchange fluctuations

-t demand tor driling servicas decreasas. the
market may be oversupplied with chill rigs
which may resuil in pressure on drlling services
conlractors’ volumes and margins - the majority of customer contracts are

relatively short term and can be cancefled

by the customer at shoit notice

- addtionat risk from expansion into new
geographical markets

- recent restructuring and oparational changes
may impacl the psriormance of the business
- skilled labour shortages and increased

- limited barriers to ¢ntry and potential for competifion for rig operators.

competitor consolidation

For further discussion of these key risks and other risks to 1he Company. please see Section 8,
Risk Factors.
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11 Business overview

Boart Longysar is the world's leading integrated
drilling services provider and products manufacturer
for the Minerals Industry, with a substantial
presence in the Environmental & Infrastructure

and Energy Industries.

Boart Longyear has a corporate office in Sydney,
Australia and its operational head office is in Salt
Laka City, Utah, United States. It has five regiona
offices located in Australia, Canada, The Netherands,
Peru and South Africa. Boart Longyear has more
than 7,800 employees and provides contract drilling
services in 30 countries and distributes products to
customaers in more than 100 countries.

1.2 Key investment highlights

Global market leader

Boart Longyear has a global footprint and, with

more than 100 years of corporate history, is a well
recognised brand in the provision of driling services
and products to the Minerals, Environmental &
Infrastructure and Energy Industries. Boart Longyear's
scale, globat presence and leading market position
provide it with a competitive advantage in providing
services to the global mining Majors.

Boart Langyear has the number one market
position in the provision of drilling services to the
Minerals Industry globally, with a market share of
approximalely 17% as well as leading positions
in the key markats of Australia, Canada and the
United States.

The Company has a substantial and growing
presence in the Environmental & Infrastruciure
Industry with the leading market position in the

US environmental drilling services segment with
approximately 17% share of this highly fragmented
industry.

Boart Longyear also has a growing presence in the
Energy Industry which includes the oil sands, oil
shale and coal bed methane segments.

Boart Longysar is also the leading manufacturer of
preducts for the surface and underground mineral
exploration drilling products sector.

Comorate office
Operational ead offico
Manufacturing

Reglonal offices

Drilling Sarvices operations

M I
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Exposure to strong global markets
Approximately 70% of the Driling Services
division's revenue is generated by the provision of
driling services to the Minerals Industry. Demand
for raw materials has been driven by the rapid
industrialisation and urbanisation of emerging
economies including Brazil, Russia, India and
especially China. In addition, supply shortages
have resulted from a long term underinvestment in
exploration which has contributed o inadequate
additions to reserves. These factors have together
resulted in a sustained increase in exploration,
development and production activity by mining
companies and high demand for Boart Longyear's
services and products.

Global nonferrous minerals exploration budgets

for mining companies were approximately US$7.5
bilion in FY20086 and are expected to grow by
approximately 20% 1o approximately US$9.0 bilion
in FY2007. Basad on current market conditions
and expenditure patterns, coupled with the robust
batance sheets of the Majors and significant capitat
recently raised by Juniors, Management expecis
that exploration and development budgets wil
continue to grow in FY2008 although at a slower
rate than in FY2007.

Current and forecast commodity prices are well
above average production costs and in genera)
provide robust returns for mining companies, Such
condilions are supportive of continued investment in
exploration expenditure which is typically curtailed
when commeodities prices do not exceed production
costs plus an economic margin. Forecasts of
demand for commodities are supportive of
continued strength in these markets.

Approximately 17% of the Drllling Services division's
revenue is generated from the provision of drilling
services {o the Environmental & Infrastructure
Industry. Investment in public works, increasing
government regulation and growing urban
populations coupled with limited availability of surface
water is driving growth in demand for ervironmental
and infrastructure drilling. Increased demand for
construction and geotechnical driling services
reflects generally strong economic conditions and
investment in new public works.

Approximately 15% of the Driling Services division's
revenue is generated from the provision of driling
services to the Energy Industry. Due to growing
hydrocarbon consumption and uncertainty
surrounding the supgply of existing energy resources,
major oil and gas companies and utilities have
increased their investment in exploration for, and
development of, nor-conventional energy sources,
such as Canadian oil sands and oil shale in the
United States (from which oil can be extracted),
geothermal energy sources and coal bed methane.
This sector represents a major growth opportunity
for Boart Longyear.

Successful business model

The integration of drilling services and products is
key {o Boart Longyear's business model, providing
the following competitive advantages:

access 1o equipment in a
supply-constrained market;

continuous product development and
innovation cycle driven by productivity
requirements from the Driling Services
division;

- a ‘speed to market’ advaniage for new
product developments; and

- unrivalled market knowledge.

Figure 1.2: Glcbal nonferrous minerals exploration
budgeted expenditure

12

.
e

FY2004  FY2005  FY2006 FY2007E FY2008E

USS blilion

Scurca: Meatel Economica Group data, FY2004-FY2008 and FY2007 esumate;
K W'
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Attractive financial profile

Earnings growth

Boart Longyear is forecasting FY2007 pro forma
revenue of US$1.46 billon and FY2007 pro forma
EBITDA of US$320 million, representing 15%
growth on FY2006 pro forma EBITDA. This growth
is expected to be achieved through:

- continuation of strong market conditions;

- continuing improvements in operating
efficiency through implementation of
key initiatives;

- the successtul integration of a number of
recen! acquisitions; and

- the success of the integrated business
model.

Revenue diversification

The Company's earnings profite is diversified across
the different stages of mining operations, different
commoadities and different geographies.

Boart Longyear has a presence across the different
stages of mining operations. Approximately 25%

of the Company's FY2007 Minerals Industry

related driling services pro forma revenue is
forecast to be derived from the exploration stage

of mining operations, approximately 50% from the
development stage and the remaining approximately
25% from the production stage.

In addition, Boart Longyear's revenue is generated
from a diverse geographic base. The Asia Pacific,
Canadian and United States markels are forecast
1o account {or approximately 26%, 25% and 24%
respectively of Boart Longyear's FY2007 pro forma
revenue, with the remaining 25% spread relatively
avenly across South America, Europe and Sub
Saharan Africa.

Cash flow

The Company has a strong cash flow and low
maintenance capital expenditure requirements. Total
capital expenditure has averaged approximately
6.5% of annual revenue over the last two years and
is predominantly discretionary, providing significant
flexibility to reflect levels of activity and market
demand.

24

Cost structure

Boart Longyear has a highly variable cost struciure.
The fixed costs of purchasing equipment to provide
drilling services and manufaciure products are
relatively small, with the main cost drivers being
volume-related (such as wages and inputs) enabling
Boart Longysar to tailor its cost structure 16 suit the
prevailing market conditions.

Eamnings visibility

Approximately 75% of torecast FY2007 Drilling
Services pro forma revenue is either contracted
under framework agreements or is considered by
Management to be highly probable. This is supported
by a diverse customer base. No single external
customer reprasented more than approximately 4%
of Group pro forma revenue in FY2006.

Continuing improvements in operating efficiency
Prior to 2005, Boart Longyear operated as a division
of Anglo American and represented less than 4%

of Anglo American revenue. The Company was
considered a non-core business, managed regionally
and growth constrained.

Advent Intermational, Bain Capitat and the
Management Irvestors' acquisition of Boart Longyear
frorm Anglo American has enabled Management

to restructure the business and undertake several
initiatives to improve operating efficiency, including
the following:

the transition of the Company to centrally
managed operations;

the establishment of a new, global
procurement team to centralise global
sourcing of manufacturing inpuls such as
steel, machined parts, drilling fluids and
telecommumications services;

- {he restructuring and rationalisation of the
Company's manufacturing facililies. The
key aspect of the Company’s rationalisation
program is to maximise production at ils
lower cost facilities in Wuxi, China and
Wroclaw, Poland and to scale-back or close
down facifities in higher cost locations. The
Company currently has 11 manutacluring
facilities in seven countries, having recently
closed four facilities in Europe and South
Africa. In addition, Boart Longyear is also
improving manufacturing facility throughput,
with a program currently underway to
debottleneck all facilities. This is resulting in
increased manuiacturing output for all major
products; and
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- {hg implementation of a key account initiative
{0 ingrease the Company's sharg of the
driling services and products expenditure
by Majors. These initiatives include the
introduction of dedicated relationship and
account managers, global pricing initiatives
and sole-source provider agraements.

Boart Longyear expects to benefit from
greater stability in the demand for its drilling
services from preferred provider agreements
and customers will have the benefit of
guaranteed supply and quality, standard
coniract terms and conditions, consistent
use of experienced crews and safe driling
practices.

The restructuring of Boart Longysar as an integrated,
globat company has enabled Management {o identify
many areas 1o further improve operating efficiency
further and Management expects substantial
ongoing margin improvement opportunities in
FY2007 and beyond.

Extensive growth potential
Boart Longyear is continually expanding the breadth
of its drilling services operations in emerging markats.

The Canadian oil sands industry torecast to grow
by 24% trom FY2006 o FY2007. Management
intends to grow Boart Longyear's market share of
this market by strengthening relationships with the
major ol sands producers to capture an increased
proporticnal share of new driling opportunities.
Additional rigs were put in place and utilised for this
purpose in early FY2006.

The Company is also planning lo utilise its drilling
expertise to enter markets in which it has either a
modest or no presence such as coal bed methane,
construction and geotechnical segments of the
Energy Industry. These industries represent a
significani revenue opportunity for the Company.

Boart Longyear primarily operates in devaloped
markets, such as Australia, Canada and the United
States. Management has identified opportunities to
expand the Drilling Services division's operations into
key geographies {such as South America, China,
Russia and parts of Africa) where the Company
either has a limited presence or where high growth is
anticipated.

The fragmented nature of both the drilling services
and produclts industries provide Boart Longyear

with consolidation opportunities, to expand
geographically and to enable rapid growth into new
or recently entered markets. As the leading integrated
participant in the global driling services and products
industries, Boart Longyear belleves that it has the
access to capital and industry knowledge to lead the
consolidation of these industries.

Tha Company continues to consider acquisition
opportunities (in addition to those it has recently
made, see Section 5.3.1). At the date of this
Prospectus there are no transactions that are
sufficiently advanced for inclusion. However, the
Group is actively exploring opportunities in similar
and adjacent sectors to those in which it currently
operates.

High quality management team with
industry-leading expertise

Boart Longyear has an experienced, high quality
managemsnt team led by Paul Brunner, who has
been with the Company for 19 years.

The relocation of the Company's operational head
office to Salt Lake City, Utah, United States from
Johannesburg, South Africa, enabled the Company
to strengthen its management team. The current
management team has extensive experience with
leading global companies such as Generai Electric,
Ford Motor Company, 3Com Carpaoration, Joy
Global, Honeywell and Black & Decker.

The Board comprises a majority of indepandent
Directors with significant skills and depth of
experience, both in Australia and internationally.

25
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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 Boart Longyear, the industry in which it operates
and the general business environment. These risk
factors may be outside the control of Boart Longyear,
the Directors and Management and may have an
impact on the operating and financial performance
of Boart Longyear.

Major areas of risk associated with an investment
in Boart Longyear include (but are not limited ta):

- commaodities prices are volalite. A declina in
commadity prices may impact expenditure
on drifling services and products. Historically
when commaditles prices have fallen below
the cost of production plus an sconomic
margin, mining aclivity has tended 1o decline,
typically in the following financial year;

- if demand for driling services decreases
the market may be oversupplied with dril
rigs which may result in pressure on drilling
services contraclors’ volumes and marging;

- since 2005, the Compary has undergong
significant restructuring and operational
changes. The rapid transtormation of
the Company may adversely affect its
performance;

- the threat of increased competition in the
drilling services or products industries may
adversely affect Boart Longyear's current
market position and plans for future growlh.
Beart Longyear may lose business to its
competitors il il is unable to demonsirate
technical competence, competitive pricing
and reliable performance;

- the process of integrating acquisitions may
result in untoreseen operating difficulties and
may require the commitment of significant
managemaent, financial or other personnel
resources to address any such issues;

- a significant proportion of Boart Longyear's
revenue is denominated in currencies other
than the US dollar. The currency of countries
in which Boart Longyear operates may
fluctuate,

26

- Boart Longyear intends to selectively pursue
acquisitions of businesses to complement
its organic growth. However, there can be
no assurance that it will be able to identily
suitable acquisitions at acceplable prices,
or successfully execute the acqulsition and
integration of targets cnce identified;

- soma of the countries in which Boart
Longyear operates, or has targeted for
growth, have experienced political or
economic instability in the past and may
experience instability in the future;

- the majority of Boart Longyear's driling
services contracts tend to be reasonably
short term and/or subject to cancellation by
the customer upon short notice with limited
or np damages payable to Boarl Longyear
which may adversely affect the financial
performance of the Company;

- tightening of the labour marke? in key regions
dug fo a shortage of skilled workers and a
growing number of compsting drilling rigs
in operation may prevent Boart Longyear
hiring adequate staff and implementing
expansion plans; and

- effectiveness of intemal controls of Boart
Longyear's business systems, including
information technology, finance, accaunting,
hurnan rasources, marketing and contracts
systems, may be compromised as the
business expands and acquisitions of new
companies are macde.

Prior fo applying for Shares, prospective Applicants
should read the entira Prospectus and, in particular,
should consider the assumptions underlying the
Forecast Financial Information in Section 8, the
sensitivity analysis in Section 9.6, and the key risk
factors in Section 6 that could affect the future
financial performance of Boart Longyear.
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1.4 Business strategy

Boart Longyear is the world’s leading integrated
drilling services provider and products manufacturer
for the Minerals Industry, with a substantial presence
in the Environmental & Infrastructure and Energy
Industries. Boarl Longyear aims to become

tha clear leader in all three industries in which it
operates through:

- offering customers a coordinated and
consistent global drilling services and
products offering;

- offering customers the mos! extensive global
portiolio of technologically advanced and
innavative dhilling services and products;

- driving product innovation and new customer
cpportunities through the Company's unigue
integrated business mode!,

- pursuing geographic expansion in Latin
America, Africa, Russia and China to take
advantage of extensive marke! opportunities
in the Minerals Industry in these regions;

- seeking further expansion in the
Ervironmental & Infrastructure Industry to
take advantage of environmental regutations
which have created opportunities for
subsurface exploration for contaminants
and hazardous substances and facilitating
exploration for new sources of fresh water to
support growing populations;

- capturing a more than proportional share of
new contracts in the ol sands, oil shate and
coal bed methane segments of the Energy
Industry which is strategically important
as these segments are forecast to achieve
high growth;

- pursuing acquisitions 1o consolidate existing
industry positions and enter new markets of
strategic inlerast, providing quicker and more
profitable routes to new markets than might
be possible through organic growth alone;

- continuing implementation of key account
managemsnt initiatives which focus on the
world's top mining customers {0 increase
the Company’s share of these Majors'
drilling budgets;

implying global sourcing initiatives which

use the Company's global operations and
scale to drive efficiencies in procurement and
product sourcing, information technology
and sales, general and administration
expenses;

continuing expansion, debottienecking

and rationalisation of the Company's
manufacturing facilities to achieve maximum
efficiency and lower costs;

applying tunctional expertise across sales,
infermation technology, environmental,
health and safety, manufaciuring, product
development and engineering to further drive
business performance;

delivering industry-leading occupational,
health and safety standards through
continual development and deployment of
its occupational, health and salety systems
and practices globally; and

- implementing further working capitat
improvemenis.

Further details about Boart Longyear's business
strateqy are set out in Section 5.

1.5 Summary financial information

The table below sumemarises Boart Longyear's
consolidated Historical Financial Information and the
Forecast Financial Information. The Directors believe
US dollar reporting represents the best indicator

of Boart Longyear's financial resulls because the
largest proportion of Boart Longyear's revenus is
denominated in LIS doliars {approximately 37%
FY2006 pro forma revenue).

The table below should be read in conjunction

with the more detailed discussions of the Historical
Financial Information, the Forecast Financial
Information and the risk factors set out in Sections 6,
8 and 9 and the Appendix.

a7
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Table 1.1: Boart Longyear Group's pro forma historical, pro forma forecast and statutory forecast
consolidated income statement

Proforma Proforma Proforma Proforma Proforma Prolorma Statutory  Statutory
FY2005 FY2008  FY2007 FY2005 FY2006  FY2007 FY2007 FY2007

USSm usSsm USSm ASm ASm ASm Ussm ASm
Revenue from 10226 12528 14612 13420 16649 18950 14600 18934
operatang actwmes
Costofsales Tier20) (7686 (8823 (8819) (1021.4) (11442)  (891.4) (1.156.0)
S RS BT e
Oiheraxpenses (1507) 064 (2589 (1973} o743 (3358  (2781) (360.7)
malo e R R 3692"""?1'%'5'.'6" et
T T
T TR T : . :
P ™ (09) R T
T T T T T BRE
Netinancecosts @80 (476)' (960)"""(1245)'
Income lax eXDBnSB (703)“’ (gT 2) (545) (707)
NpaT T 1490 1932 782 1014
NF'AT(pre amorusatlon) 151.9 1970 ----------- 8 101050
Notes:

1. US doltar pro forma histarical financial information has baen transiated into AS at the average exchange rate for the financial year being
US$0.762:4%1.00 for FY2005 and US$0.7525:A%1.00 for FY2006.

2, US dollar pro forma torecasl inancial information for FY2007 has been transiated into AS at USS0.771:A$1.00 being the lorecast six
month forward rate at the lime of preparation of the Directors’ Fotecast,

3. In presanting pro torma FBITDA, pro torma EBITA and pio lorma EBIT, intevest & dafined as net inance costs as described inNote 11,21
of the ix.

L

. Depreciation on the fair value upift to tangiblo assets arising pursuant 1o the purchase price allocation exercise for the Acguired
Businesses has only been applied affective from the date of acquisition or 31 December 2006 lor acquisitions subsequent 10 year end.
The Directors do not believe that a reasonable basis axists for recognising a pro forma adjustment from 1 January 2005 and the financial
impact is not matarial 1o understanding ihe Historlcal Financial information,

5. Amortisation charges primarily relate 1o palents, as the purchase price allocation exercise compiated in refation o the Acquired
Businesses has only been appiied effeclive Irom the date of the acquisibion or 31 Decembar 2006 for acquisitions subsequent
to year end. Tha Direclors do not bofiove that a reasonable basis exisis for recognising a pro furma adiustment from 1 Jamuary
2005 for amortisation of contractual customer relationships and the financial impact is not material to understanding the Historical
Financial Information.

6. For the purposas of presemation of financial information in this Prospectus and the Appendix, cost of sales has bean presonted exclusive of

all depreciation and amortisation, including depreciation and amanisation absorbed into the cos! of inventories presented in Lhe pro forma
bakance sheat, nits statutory financial report lor the year ending 31 December 2007, Boarl Longyear intends to present cost of sales and
other lunctional expenses inclusive of depreciation and amodtisation applicable to both the Driiing Senices and Products businesses.

7. As noted in Section 8, the Historical Financtal information has bean presentad 10 the pro forma EBIT level only as the businesses

historically operated under a diftgreni corporate structure with diflerent gearing and tax profiles.

28
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1.6 Dividend policy

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

Subject to the Directors’ discretion and their
assessment of investment opportunities available
to the Company, the Direciors expect to distribute
to Shareholders between 30% and 40% of the
Comparny's net profit after tax.

The Directors anticipate that the first dividend to
Shareholders will be declared in respect of the six
month period ending 3t December 2007. A dividend
will not be paid in respect of the six month period
ending 30 June 2007.

Given that a significant proporticn of Boan
Longyear's earnings are generated outside Australia,
it is not expecied that dividends will be fully franked.
However, the Company will target an ongoing
franking level of 30 to 40%. The Directors may
consider altemative mechanisms {such as Share
buy-backs or capital reductions) from time to time to
provida the most efficient retumns to Shareholders.

The Directors can give no assurance as to the extent
or timing of dividends or the level of franking of
dividends, as these matters will depend upon future
avents, including the profitability, capital requirements
and taxation position of the Company from time 10
time. The payment of dividends by Boart Longyear
will be al the complete discretion of the Directors.

1.7 Overview of the Otfer
Tha Offer Is structured as follows:

- the Retait Offer, made pursuart to this
Prospecius and the New Zealand Investment
Statemend, consisting of:

0 the General Offer, which is open 1o
Australian and New Zealard resident
Retail Investors {refer to Section 3.7.3);

(il the Broker Firm Offer, which is open
to Australian and New Zealand resident
Reilail Investors who have received a
firm allocation from their Broker (refer
1o Section 3.7.1); and

(iii) the Priority Offer, which is openio
Australian and New Zealand resident
Retail nvestors nominated by Boart
Longyear {refer to Section 3.7.2);

- the Institutional Offer, which consists of
an invitation to bid for Shares made o
Institutionat investors in Australia, New
Zealand, the United States and certain other
overseas Jurisdictions and Is made pursuant
to this Prospecius and the New Zealand
Ivestment Statement or, where applicable,
the International Offering Circular {refer to
Section 3.8.1).

The allocation of Shares between the Retail Offer and
ihe Institutional Offer will be determined by the Global
Coordinator, in consultation with the Joint Lead
Managers and the Company.

The Company will also be issuing Shares to the
Venders in connection with the Offer, as further
described in Section 3.2.

All Shares offered for issue under the Ofter are
issued subject to the disclosures in this Prospectus,
the New Zealand Irvestment Statement and the
International Offering Circular, as applicable, and will
rank equally with each other, including those Shares
issued to Vendors.

Refer to Section 3 for full detzils of the Offer.

29
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1.8 Purpose of Offer
The purpose of the Offer is to provide the
Cormpany with:

- cash to redeem Redeemable Notes held by
the Vendors;

- cash to pay down a portion of the
Company's debt balance;

- cash to pay the costs of the Offer;

- a Listing, thereby broadening its Shareholder

base and providing a liquid market tor its
Shares; and

- access to capital markets to fund future
growth opportunities.

1.9 Use of Offer proceeds

The total gross proceeds of the Otfer will be

equal to the number of Shares issued under the
Otter muttiplied by the Final Price. The total gross
proceeds of the Offer are expected to be between
A$2,249 milion and A$2,650 million, based on the
Indicativa Price Range and a foreign exchange rate
of US$0.771:A51.00 on the Closing Date for the
Institutional Offer.

30

Table 1.2; Sources and applications of funds*?

Sources ASm
Gross proceeds under the Offer 2,449
Total2449
Applications ASm
Redemption ¢of Redeemable Noles 1,301

Reduction in the Company's debt level? 1,055
Costs of the Offer a3
Total2,449
Nates:

1. Amounts in tho table are based on the mid-point of 1he Ingicative
Price Range and a foraign exchange rate of USS0.771:A51.00 on
the Closing Dale for the Institutional Otler. The pro forma batance
sheets as at 31 December 2006 in Section B assumo a foreign
exchange rate ol USS0.78T:AS1.00 reaulting in different Australian
dollar amounis from the tabla above.

2. Dilfererces between the amounts in the table and 1he e forma
batanca sheet amounts set oul in Section 8 also arise because
the pro forma net debt al 31 Decermber 2006 wal differ from the
net debt a1 Settlernent due 10 working camtal, capital expenditure
and debt servicing requirements prior to Settiement [refer o
Section 12,5.2 lor information on the Company's debi tacilities
following Settlement).

3. The amount of reduction in tha Company's debt level following
the debt restructuring includes the related costs ot undertaking
the debt restructuring.

The Company will not retain any of the proceeds of
tha Qifer, other than an amount to pay the cosls of
the Offer and to repay a portion of the Company's
debt balance. The Directors expect that Boart
Longyear will have sufficient working capital from

its operations and existing facilities to meet its
operational requirements and business needs during
the Forecast Period.
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110 Shareholding structure

Boart Longyear was regisiered in Victoria, Australia
as a public company on 2 January, 2007, Upon
completion of the Offer, its indicative shareholding
structura will be as follows:

Table 1.3: Sharehelding structure post Offer

Following

Issue of

Shares under

the equity

Immediatefy arangemenis
following  described in
the Oﬂa: Section 3.11

Sharehalder % %'
New Shareholders pursuant

to the Offer B85.5 84.4
Management lrvestors? 24 36
Macquarie European

Investments Pty Limited® 20 2.0
Other existing sharsholders*® 101 10.0
Total S 190 100

Notas:
. Based on the mid-point of the Indicativa Price Range and 8

loreign axchangae rato of USS0.771:A51.00 on the Closing Data for

tha Institutional Offer,

2. Managemen! Investors have entered into an esciow arrangement

with tho Company {rater to Sagifon 3.1%) undar which they will
b restricted from dealing with any of Lheir retained holding
unti the giate that i the later of three business days aftes 1he
announcement of Boart Langyear's FY2007 results and twealva
months after Settlernant of the Offar,

3. Macguarie Europesan investments Pty Uimited (a subsidiary of
Macquaria Bank) has ertered into an escrow agreament with the

Company {rafer 1o Saction 3.2) undes which it wilt be restricted from

dealing with any of its retained nolding untl! thioo Dusiness days
alter the announcement of Boart Longyear's FY2007 results,

. Oher existing sharenolders incudes the Consortium (with the
exception ol Macquarie Euwropean Irvestments Py Limited)
and David Mctemore but does not include Advent International
or Bain Capital as they are gisposing of all of their inlerests in
Boart Longyear under the Qtfer.

5. The other existing sharehcicters’ 1o1ained holdings wil not be

subject 10 escrow.

-3

Due o the vesting period associated with the
equity arrangements described in Sections 3.1, the

Management investors will initially receive 35.8 million
Shares (based on the mid point of the Indicative Price

Range and a foreign exchange rate of US$0.771:
AZ1.00 at the Closing Date of the Institutiona! Offer)
representing 2.4% of the Shares of the Company at
Completion of the Offer. Following vesting, during
the period from October 1o December 2007, the
Shares held by the Management Investors wif)
increase to 33.7 million (based on the mid point of
the Indicativa Price Range and a foreign exchange
rate of US$0.771:A$1.00 at the Closing Date for the
Institutional Offer}.

111 How to apply for Shares

Delalls on how to apply for Shares are set out
in Section 3.7, f you have any questions about
how to invest in the Company, you should
contact your stockbroker, accountant or other
professional advisor.

112  Minimum subscription amount

A minimum subscription amount under the Offer
is required to fund the redemption of Redeemable
Notes, to undertake the debt restructuring
{approximately L1S$1,055 milion} and to cover the
costs of the Offer.

The Qffar will not proceed, and all Applications and
Apptication Menies will ba retumed to Applicants
[without interest), untess a minimum subscription
amount of A$1,148 million is raised under the Olfer,
The Company reserves the right to no! proceed
with the Offer or any part of il at any time before
allotment of Shares to Applicants in the Retail Otfer
and bidders in the Institutional Offer.
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113  Enquiries

All questions relating to this Prospectus shoukd be
directed to the Boart Longyear Otfer information
Line on 1800 781 633 or +61 2 8280 7488 or by
contacting a Syndicate Member (see Corporate
Directory for contact detailg). Information about the
Offer is also avaitable to Australian and New Zealand
resident investors on the Boart Longyear Share Otffer
website al www.bogrttongyearshareoffercom.

Investors will be able to contact the Boart Longyear
Offer Information Line to receive details of their
allocations from 8.30am on the date of Listing,
expected to be 5 April 2007. Notices informing
Applicants of their alfocations are expected to

be despalched by standard pos! on or about

12 April 2007.
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2 ANSWERS TO KEY QUESTIONS

Where 10 find
Topic Summary more information
Who is the issuer of Boarl Longyear Limited Section 5
the Prospectus?
What does Boari Boart Longyear is the world's leading integrated driling Section 5
Longyear do? services provider and products manufacturer for the Minerals
Industry, with a substantial presence in the Environmental &
Infrastructure and Energy tndustries.
What is the Offer? The Offer is an initial public oftering of 1,262 million- Section 3.3
1,278 milion Shares representing 85%' of the issued capital
of Boart Longyear following the Offer.
Retait Offer Applicants wilt be required to apply for an
Australian doflar value of Shares and will pay the Final Price
per Share. The Final Price will be set at the conclusion of
the Institutional Qffer bookbuild and may be above, within or
below the Indicative Price Range of A$1.76-A%2.10 per Share.
How much will Boart Longyear is seeking to raise A$2,249 miflion-- Section 3.5 .
Boart Longyear raise A$2,650 miflion {based on the Indicative Price Range and a .
through the Oifer? foreign exchange rate of US$0.771:A$1.00 on the Closing Date '
for the Institutional Otfer). '
How will the proceeds  The proceeds of the Ofter will be used to redeem Redeemable Section 3.5 '
of the Offer be used? Notes held by the Vendors, to repay a certain portion of Boart
Longyear's debt balance and to fund the costs of the Offer.
What is the purpose The purpasa of the Offer is (o provide Boart Longyear with: Section 3.4
of the Offer? - cash to redeem Redeemable Noles held by the
Vendors, .
- cash to pay down a portion of the Compary's I
debt balance; '
- cash to pay the costs of the Offer;
- a Listing, thereby broadening its Sharsholder base
and providing a liquid markst for its Shares; and
- access to capital markets to fund future growth
opporiunities.
What is the minimum/ Applicants in tha Retail Offar must apply for a minimum value of Section 3.7

maximum application
under the Offer?

A%$2,000 worth of Shares and in multiples of A$500 thereafter.

The value of Sharas that may be applied for under the
Retail Offer is not subject to a maximum amount. However,
the Company and the Global Coerdinator reserve the right
1o treat any Applications in the Retail Offer which are for
more than A$100,000, or which are from persons whom
they believe may be Institutional Investors, as Final Price
bids In the Institutional Ofler or to reject the Application.

Note:

1. Based on tha mid-point of tha Indicative Price Range and a loraign axchange rata assumption of USS0.771:A51.00 on the Closing

Date of the Institutional Qifer.
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Where 1o find

Topic Summary more information
What is the minimum/  The Company and the Globat Coordinator also reserve the Section 3.7
maximurn application right to aggregate any Applications which they believe may be
under the Offer multiple Applications from tha same person for this purpose.
continued? Applicants in the Institutional Offer must bid for a minimum

of 50,000 Shares. However, the Company, the Globat

Coordinator and the Joint Lead Managers reserva the right

to accept smaller bids.
Is the Offer No, the Offer is not underwritten. Section 3.16
underwmten?
Whal wull the market The market capitalisation of the Company will be A$2,614 Key Offer
capitalisation of the million to A$3,119 milion {based on the Indicative Price Range Statistics
Company be upan of A$1.76 — A$2.10 per share).
listing on ASX?
What are the key dates  The Retail Offer opens at 9.00am (Sydney time) on Important
of the Offer? 12 March 2007, Dates

Tha Retail Offer closes at 5.00pm (Sydney time) on

28 March 2007.

The Shares are expected to be quoted on ASX under

ASX code BLY on 5 Apnil 2007 lnmalry on a conditional and

deferred settlement basis.

Holding statements are expected to be despatched on or about

12 Aprit 2007 and the Shares are expected to commence

trading on a normal settlement basis on 16 April 2007.

The Company and the Global Coardinator, in consultation with

the Joint Lead Managers, reserve the right to alter any of the

dates relating to the Otfer described in this Prospectus without.

notice. Investors are encouraged to submit their Applications

assoonas possub!e alter th openlng of lhe Offer
What are the key The Oﬂer is expected to prov:de investors wﬂh an mvestmem Section 1.2
benefits of investing in a compary with a range of atiributes including:
in the Offer?

- market leadership in the provision of driling services
and products to the global Minerals Industry;

- exposure to continued strength in the Minerals
Industry and the high growth Erwironmental 8
Infrastructure and Energy Industries;

- a vertically integrated business model that delivers
competitive advaniages in access to products,
product development and market knowledge;

- diversified earnings and an attractive financial profile;
- continuing improvements in operating efficiency;

- extensive identified growth opportunities including
expansion into emerging markets such as the
Environmental & Infrastructure Industry and Energy
Industries and high growth geographies such as
Africa, Russla and South America; and

- high quality management with industry-leading

expertise.
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Topic

Where 1o find

Summary more information

f What are the key
risks of investing in
Boart Longyear?

The key risks to Boart Longyear's business include Seclicn 6

{but are not limited to) the fallowing:

- it commodities prices fall balow certain threshold
levels, expenditure on driling services and prodticts
may be reduced;

- if demand for driling services decreases, the market
may be oversupplied with drill rigs which may result
in pressure on drilling services contraclors’ volumes
and margins;

- racent rastructuring and additional operational
changes may impact the performance of the
business;

- limited barriers to entry and potential for competition
consolidation;

- potential for unforesasn operating difficulties
associaled with recent acquisilions;

- foreign exchange fluctuations;

- addilional risk from expansion into new geographical
markats;

- the majority of customer contracts are relatively short
term and can be cancelled by the customer at short
notice; and

- skilled labour shortages and increased competition for
rig operators.

What are the tax
implications of
investing in the Offer?

What are the costs

of the Offer and
who is paying them?

36

The tax consequences for investors, particularly
non-resident Shareholders wilt ditfer depending
on their individual circumstances.

investors should consider seeking tax advice prior to making

AZ90 million and A$102 million (inclusive of GST), based
on the Indicative Price Range.

These cos!s are payable by the Company out of the proceeds

of the Offer.



Page 42 of 201 Docld: 028680701 ACN :123 052 728

BOART LONGYEAR LIMITED PROSPECTUS

Topic

Where to find
Summary more information

When will | receive
dividends?

Is there any
commission payabls
{o financial advisors?

How do | apply

tor Shares?

Dividends to Shareholders, to the extent they are paid, Section 1.6
are expected to be payable in arrears for six month periods
ending 30 June and 31 December.

Subject to the Directors’ discretion and their assessment
of investment opportunities available to the Company,

the Directors expect to distribute to Shareholders between
30% and 40% cof the Company's net profit after tax.

The Direclors anticipate that the first dividend to Shareholders
will be declared in respect of the six month period ending

31 December 2007, A dividend will not be paid in respect

of tha six month period ending 30 June 2007.

Given that a significan! proportlon of Boart Longyear's
earnings are generated outside Australia, it is not expected
that dividends will be fully franked. However, the Compary will
target an ongoing franking level of 30 to 40%. The Directors
may consider altermative mechanisms (such as buy-backs

or capital reductions) to provide the most efficient retumns

to Shareholders.

The Directors can give no assurance as to the extent or
liming of dividends or the levet 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 {ime. The payment of dividends
by Boart Longysar will be at the complete discretion of

the Directors.

The Company will pay the Global Coordinator a fee of up to Section 3.12;
3.0% for distribution to the Syndicate Members, 12511

Brokers in the Broker Firm Offer will receive a fee of 1.5%
{inclusive of GST) of the valus of Shares which they allocate
to their clients. This fee is payable by the Company.

Participating organisations of ASX will receive a handiling fee of
1.0% (inclusive of GST) on General Offer Applications bearing
the code of an ASX participating arganisation where that
Applicant is allotied Shares, with the handling fee payable by
the Campany. Thera is a cap on such handling fees of AB300
per Application (inclusive of GST) (or multiple Applications
believed to be from the same person).

No handling lzes will be payable on Applications under the '

Broker Fim, Priority or Institutional Otfers.

By submitting a valid Application Form within, or accomparying, Section 3.7
this Prospectus (including, for Australian and New Zeatand
rasidents only, the electronic version of the Prospectus), in

accordance with the instructions set out in the Prospectus.

a7
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Toplc

Whern to find
Summary maore Information

What is the
allecation policy?

confirmation that
my Application has
been successiul?

Who are the advisors
to the Offer?

When will | receive

The Global Coordinator, in consultation with the Company Section 3.7.6
and the Joint Lead Managers, has discretion regarding

the allocation of Shares between the Retail Offer and the

Institutional Offer.

The Global Coordinator, in consultation with the Comparty
and the Joint Lead Managers, has discretion reganding the
allocation of Shares under the Retail Offer and may reject any
Application, or allocate a lesser amount of Shares than that

applied for, in its absolute discretion.

Holding statements are expected to be despatched on Section 3.7.8
or about 12 April 2007 and the Shares are expected to

commence trading on a normal settlement basis on

16 April 2007.

Macquarie Equity Capital Markets Limited is the Global Section 12.10
Coordinator.

Macquarie Equity Capital Markets Limited, Goldman Sachs
JBWere Pty Ltd and UBS AG, Australia Branch arg the Joint
Lead Managers to the Offer.

Alians Arthur Robinson is the Australian legal advisor to the
Company in connection with the Offer.

Deloitte Touche Tohmatsu has prepared the Investigating
Accountant's Report on Historical Financial information.

Defoitte Corporate Finance Ply Lid has prepared the
Independent Review of Directors’ Forecasts.

How can | obtain
further information?

By reading this Prospectus in its entirety. Al Sections

By speaking to your stockbroker, accountart or other
professional agvisor.

By calling the Boart Longyear Offer Information Line
on 1800 781 633 or +61 2 8280 7488.

For Australian and New Zealand residents only, by visiting
the Boart Longyear Share Offer website at
www.Doartlopgyearshareotfer.com.

Contact details

Inside back
of this Prospecius, cover
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3 DETAILS OF THE OFFER

a Important dates
Retail Offer opens

8. OOam {Sydney ume) on 12 March 2007
m (Sydn: me) on 28 March 2007
00am (Sydney |fne) on 2 Ap 007
12 00pm (Sydney ume) on 3 Apnl 2007

na! Offer p
Insmut:onal Offer croses

" Final P Pnce and allocanon announcement p Apnl 2007
""Shares o commence tradlng on ASX (condmonal and deferred seltlemenl basm] ’ 5 Apnl 2007
" institutional Offer Semement T Apnl 2007
""Issue A Shares L Aprii s
12 Apri 2007

g—— v onﬁSX{nonnalset '{ié;};éﬁi’"ﬁ;;;j .................................................................. : 6Apn12007

Note:

This timetable is indicative only. The Company and the Globa) Coordinator, in consuttation with the Joint Lead Managers. reserve tha right
to vary the dates and times of the Ofler, inchuding tp close the Giter early, or withdraw the Ctfer, lo extend the Closing Date or 10 accent

tate apphcations, either generally or in particular cases, without nolilying any recipiant of 1his Prospecius or any Applicants. lnvastors amg
encouraged 1o submit their Applications as soon as possible after the opening of the Offer as the Ofler may closa at any time without notice.

3.2 Background to the Offer 3.21  initial tnvestor arrangements

In 2005, financial sponsors, Advent International
and Bain Capital and the Management Investars
acquired Longyear Globa! Heldings Inc. from Anglo
American, At that time, Boart Longyear was a
non-core business for Angle American and had
limited access to capital. It represented less than
4% of Anglo American's annual revenus and was
run as a collection of small regional businesses.
The Company's headquarters was located in
Johannesbung, South Africa. The Company
recognised the significant operational improvements
and growth opportunities that could flow from
restrucluring Boarl Longyear inlo a globatly run,
operationally focused business and through
providing capital to fund growth. They moved the
headquarters of the Company to Salt Lake City,
United States.

In 2006, a consortium of equity investors, including
Macquarig Eurcpean investments Pty Limited
{"Macquarie European Investments™) {a subsidiary

of Macquarie Bank) and a number of institutional
investors ("Consortium”) was introduced as an investor
in Boart Longyear alongside Advent International,

Bain Capital and the Managemaent Investors. The
shareholders agreed to fund a focused acquisition
and capital expenditure program for the Company to
complement the continuing operational improvements
and growth iniliatives which commenced upon Advent
Internationat, Bain Capital's and the Management
Investors' acquisition in 2005.

Since the Consortium was introduced as an
investor, the Company has completed a series of
driling services and products acquisitions (refer to
Section 5.3.1).

40

The Vandors currently, directly or indirectty, hold
shares in Resource Services Holdco, Inc., a holding
company for the Boart Longyear Businesses. As
part of the restructure in preparation for the Otfer,
the Vendors have agreed Lo dispose of their shares
in this initial investment vehicle in return for securities
in Boart Longyear Investments, a wholly owned
subsidiary of the Company. A portion of the Vendors'
securities will be redeemed for cash as part of the
Ofter, in effect alowing a partial sefl down of the
Vendors® interests. The remaining portion of the
Vendor's securities will be exchanged into Shares in
the Company. This outcome will be achigved through
the following steps:

- Beart Longyear Investments will acquire
Resources Services Holdco Inc at the same
time as the Seltlement under the Offer,
being 11 April 2007, pursuant to a share
sale agreement {*SSA") entered into with the
Vendors.

- For the portion of their investment to be
realised through the Offer, the Vendors wil
receive Redeemable Notes ("RNs") issued
by Boart Longyear Investments. Shorily after
allotment of Shares under the Offer, Boant
Longyear Investments will redeem each RN
on issue, by paying the Final Price lor each
RN redeemed. The totat amount payable
by Boart Longyear Investments to fund the
redemption of RNs will be A$1,301 millicn
{based on the mid-point of the Indicative
Price Range and a foreign exchange rate
assumption of USS0.771:A31.00 on the
Closing Date of the Institutional Offer).
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- For the portion of their investment to be
retained after the Qffer, the Vendors will
receive Exchangable Notes ("ENs") issued by
Boarl Longyear Invesiments. On allotment of
Shares under the Offer, each EN on issue will
be exchanged for a Share in the Company.

Based on the mid-point of the Indicative Price
Range and a foreign exchange rate assumption

of US$0.771:A%$1.00 on the Closing Date of the
Institutional Offer, Macquarie European Investmenis
will hold approximately A$57 million in Shares after
completion of the Offer, representing circa 2.0% of
the Company's issued capital (refer to Section 3.8).

Macquarie European Investments has agreed to an
escrow arrangement with the Company under which
il will be restricted in dealing with the Shares until
three business days after the announcement of the
Company's FY2007 rasulls.

Macquarie European Investments is an existing
shareholder and has a curent investment comprising
17% of the existing shareholder bass.

Under the arrangements betwean the Vendors it

was agreed that Macquarie Bank would receive a
portion of any profit achieved by certain Vendors
determined in part by reference fo the increase in
value of the Vendors' investment up to the date of the
Offer. Upon completion of the QOffer, the value of the
Vendors' investment will be determined by reference
lo the Final Price.

33  The Offer

The Offer comprises the Retail Otfer and the
Institutional Offer and is for 1,262 million to 1,278
million Shares, based on the Indicative Price Range
and a foreign exchange rate of US$0.771:A$1.00 on
the Closing Data of the Institutional Offer. Tha Offer
will represent 85%-86% of 1the total Shares on issue
following completion of the Offer (based on the mid
point of the Indicative Price Range and a foreign
exchange rate assumption of US$0.771:A3$1.00 on
the Closing Date of the institutional Offer), with the
remaining 14%-15% to be held by the Vendors.
Further information regarding the number of Shares
to be issued under the Offer is set out in Section
3.8. Details about the issue of Shares to Vendors

in connection with the conversion of Exchangeable
Notes are set out in Section 3.2.1.

All Shares under the Otfer will be issued at the Final
Price. Under the terms of the Otfer Management
Agreement, the Final Price will be determined by
Macquarie European Investments Pty Limited as
the nominated representative of the Vendors, after
consultation with the Company and the Joint Lead
Managers, after the ciose of the Institutional Ofter.
The Final Price may be within, abova or below the
Indicative Price Range of A$1.76-AS2.10 per Share.

For additional information on the determination of
tha Fina} Price, refer to Section 3.8.3.

34 Purpose of Offer
The purpose of the Offer is to provide the
Company with:

- cash to redeem Redeemabls Noles held
by Vendors;

cash to pay down a portion of the
Company’s debt balance;

- cash to pay the costs of the Offer;

a Listing, thereby broadening its Shareholder
base and providing a liquid marke! {or its
Shares; and

- access to capital markets to fund future
growth opportunities.

3.5 Use of Offer proceeds

The total gross proceeds of the Offer will be

squal 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$2,249 milion and A$2,650 milion, based on the
Indicative Price Range and a foreign exchange rate
of US$0.771:A%51.00 on the Closing Date of the
Institutional Ofier.

Table 3.1: Sources and applications of funds*'?

Sources ASm
Gross proceeds under the Offer 2.449
Toia12449
Applications ASm
Redemption of Redeemable Notes

held by Vendors 1,301

Reduction in the Company's debt levef® 1.035
Costs of the Offer 93
Total2,449
Notes:

1. Amounts in the tab'e are based on tha mid-point of the indicative
Price Range and a foreign exchange rats of USSD.771:A81.00 on
the Closing Date for the Institutional Otfer. The pro forma balance
sheets as at 31 December 2006 In Section 8 assuma a foreign
axchange rate ol US$0.787:A%1.00 resulting in different Australian
dollai amounts from the table above.

2. Difterences between the amounts in the table and the pro forma
balance shesat amouni3 set oul in Section 8 also arise because
the pro formna net debt at 31 Docember 2006 will differ from the
nel debt at Settigment due to working capital, ¢apital expenditure
and debl servicing requirernants prior 1o Setttement {refer to
Section 12.5.2 for information on tha Company's dent (BGilities
loflowing Settiement).

3. Tha amount of reduction in ths Company’s debd level dolliowing
the debi restruciuring inchudes the retated costs of undertaking
the debt restruciuring.
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The Company will not retain any of the proceeds of
the Ctfer, other than an amount to pay the costs of
the Offer and to repay a portion of the Company's
debl balance. Tha Directors expect that Boart
Longyear will have sufficient working capital from

its operations and existing facilties to meet its
operational requirements and business needs during
the Forecast Period.

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

1. the Retail Offer, made pursuant to
this Prospectus and the New Zealand
Invesimeni Statement, consisting of:

() the General Offer, which is open to
Australian and New Zealand resident
Retail Investors {refer to Section 3.7.3);

{iiy the Broker Firm Qffer, which is open
to Australian and New Zeatand residant
Retail Investors who have received a
firm allocation from their Broker (refer
to Section 3.7.1);

{iil) the Priority Offer, which is open to
Australian and New Zealand resident
Retail nvestors nominated at the sola
discretion of Boart Longyear {refer to
Section 3.7.2); and

2. the Institutional Offer, which consists of an
nvitation to bid for Shares mada 1o Institutional
Investors in Australia, New Zealand, the United
States and certain other overseas jurisdictions
and is made pursuant to this Prospectus, the
New Zealand Investment Statemert or the
international Offering Circular where applicable
(refer to Section 3.8.1).

The Offer will be managed by the Global Coordinator,
in consuitation with the Joint Lead Managers and
tha Company. The Offer is not underwritten. Details

. of the Offer Managemaent Agreement, to which the

Company and the Joint Lead Managers are parties,
including the termination provisions and the fees
payable, are set out in Section 12.5.1.

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

All Shares oflered for issue under the Offer will be
issued subject to the disclosures in this Prospectus,
the New Zealand Investmeni Statement and the
Intermational Offering Circular, as applicable, and wil
rank equally with each other, including those Shares
issued to the Vendors.

42

The ownership structure of the Company following
the Offer and assuming the issue of Shares o
Management under the equity arrangements outlined
in Section 3.11 will be as follows:

Tabla 3.2: Shareholding structure post Offer
Following
issua of
Shares under
the equity
Immediately amangements
following  descrivedin
the Offer  Section 311
%' %'

Shareholder

New Shareholders pursuant

to the Offer 85.5 844
Management Investors? 24 36
Macquarie European

Invesiments Pty Limited® 20 20
Other existing shareholders** 100
o e trmren e eeea e e

Notes:

1. Basaed on the mid-point of the Indicative Prica Range and a
toroign exchango rate of USS$0.771:451.00 on the Closing Date for
tha Institutionas Qtfer.

2. Managernent Investors have ermgred into an escrow arrangement
with the Company {reler to Section 3.11) under which they
will be restricted from dealing with any of its ratained hokding
unti tho date that is the later of three businass days alier the
announcement of Boart Longyaar's FY2007 results and twehe
months alter Settement of the Offer.

3. Macquarie European investments Pty Limited (a subsidiary of
Macquaria Bank) has entered ino An escrow agreement with tha
Company {rafer to Saction 3,2) under which it wil ba restricied from
dealing with any ol their retained holding until three business days
after the announcement of Boart Longyear's FY2007 results.

, Olher existing sharehokders inchudas the Consortium {with the
exception of Macquarie European Investments Pty Limited) and
David McLamore but does nol inchuda Advent intemational or
Bain Capital as they are disposing of afl ol their interests in Boart
Longyesr under the Offer,

5. The other existing shareholders” retained holdings wil nol be
subjpct 10 escromw.
Dua to tha vesting period associaled with the
equily arrangements described in Sections 3.11, the
Management Investors will initiafly receive 35.8 million
Shares {based on the mid point of the Indicative Price
Range and a foreign exchanga rate of US$0.771:
A%$1.00 al the Closing Date of the Institutional Offer}
representing 2.4% of the Shares of the Company
at Completion of the Ofier. Following vesting, trom
the period during October 1o December 2007, the
Shares held by the Management Investors will
increase 1o 53.7 million {based on the mig paint of
\he Indicative price Range and a foreign exchange
rate of US$0.771:A$1.00 at the Closing Date for the
Institutional Ofter).

£




Page 48 of 201 Docld: 021680701 ACN ;123 052 728

BOART LONGYEAR UMITED PROSPECTUS

37 Retail Offer
The Retail Offer is open to Australian and New
Zeatand resident Retail Investors only.

To apply in the Retail Offer, you must have a
registered address in Australia or New Zealand

and must provide the information requested on the
applicable Application Form, If you have been offered
a firm allocation by a Broker, you will be treated as

a Broker Firm Appbcant in respect of that allocation
{refer Section 3.7.1).

If you apply in the Retail Offer, you must apply for a
minimum value of A$2,000 worth of Shares and in
multiples of AS500 thereafier. There is no maximum
value of Shares which may be applied for under 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 are from persons whom they believe may be
Institutional Investors, as Final Price bids in the
Institutional Offer or to reject the Application. The
Company and the Global Coordinator also reserve
the right to aggregate any Applications which they
believe may be multiple Applications from the

same person for this purpose.

Closing Date for the Retall Offer

The Retall Offer opens at 9.00am (Sydney time) on
12 March 2007 and closes at 5.00pm (Sydnay time)
on 28 March 2007, subject to amendment by the
Company and the Glebal Coordinator, in consultation
with the Joint Lead Managers. Broker Firm
Applications lodged with Brokers must be lodged in
accordance with the timetable instructions provided
by your Broker. Complated Application Forms and
Application Monies for the General Offer and Priority
Offer must be received by the Registry no later than
5.00pm (Sydney time) on the Closing Date unless the
Comparny and the Global Coordinator, in consultation
with the Joint Lead Managers, elect to close the
General Offer and Priority Offer early or extend the
Closing Date for the General Offer and Priority Offer.

The Retail Otter may be closed at any earlier date,
without notice. If you are applying under the Retail
CHer, you are therefors encouraged to submit your
Applications as soon as possible after the Offer
opens at 9.00am (Sydnsy time} on 12 March 2007.

The Cornpany and the Global Coordinator, in
consultation with the Joint Lead Managers, reserve
the right to reject any Application Form which is
not correctly completed or which is submitted by a
persen who they believe is ineligible to participate
in the Retail Offer, or to waive or correct any

errors made by the Applicant in compilating their
Application,

Successful Applicants in the Retail Offer will be
allotted Shares at the Final Price. Under the lerms

of the Offer Management Agreement, the Final

Price will be determined by Macquarie European
Irnvestrments Pty Limited as the nominated
representative of the Vendors, after consultation with
the Company and the Joint Lead Managers, after
the close of the Institutional Offer as described in
Section 3.8. An Indicative Price Range has been set
at A$1.76 to A$2.10 per Shara but the Final Price may
be set above, within or below the Indicative Price
Range. To the extent permitted by law, the offer by
an Applicant in the Retail Offer is irrevocable.

3.71  Broker Firm Offer

Who can apply in the Broker Firm Offer?

The Broker Firm Offer is open to Australian and New
Zealand resident Retail Investors who have received
a firm allocation from their Broker.

How to 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 Form and for payment
instructions. Your Broker will act as your agent and,
in submitting your Application Form and Application
Monies, you must:

1

make the chequs, bank draft or money order
payable to the Broker that has given you

the firm allocation in accordance wilh their
instructions; and

deliver your completed Application Form
and Application Monies to the Broker
that has given you the firm allocation as
instructed by them.

Il is your Broker's responsibility to ensure that

your Application Form and Application Monies

are submitted before 5.00pm {Sydney time) on

the Closing Date or any earlier closing date as
determined by your Broker, The Company, the
Global Coordinator, the Joint Lead Managers or
the Registry take no responsibifity for any acts or
omissions committed by your Broker in connection
with your Application.

3.7.2 The Priority Offer

Who can apply in the Priority Offer?

The Priority Offer is only open to Austratian and
New Zealand resident Retai! Investors nominated
by Boart Longyear.

How to apply in the Priority Offer?

If you are a Priority Offer Applicant, you should have
received a personalised Application Form with this
Prospecius. Applications in the Priority Otfer must
be made on the personalised Application Form and
must be accompanied by a cheque, bank draft or
money order for the Application Monies. Cheques,
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bank drafts or meney orders must be drawn on an
Australian financial institution in Australtan dollars and
be made payable to “Boart Longyear Shara Otfer
Account” and crassed “Not Negotiable™. Cash will

not be accepted. Receipts for payments will not be
issued. You should ensure that sufficient funds are
held in the relevant account(s) to cover your chequefs).

Altermatively, you may submit your Priority

Application electronically via the internet at

www boartlongyaarshareofter.com and submit your
Application Monies using BPaY®, if you apply oniing
and interd to submit Application Monies using BPaY®,
you must ensura that your payment is submitted and
processed by your bank so thal funds are received
before 5.00pm (Sydney time) on the Closing Date.

If you submit an online Application and your payment
is not received before 5.00pm (Sydney time) on the
Closing Date, it will be treated as a late Application
and may not be processed. Full details on how

10 make payment through BPAY® can be made

on the Boart Longyear Share Offer website at

www.boartiongyearshareoffer.com

If the amount of your chaque(s) for Application
Monies (or the amount for which those chegue(s)
clear in time for allocation) is insufficient to pay for
the amount you have applied for in your Applicatlon
Form, or your BPAY® payment is for any reason 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.

) you do not submit your Application on a
personalised Application Form, or do not apply
online under the Priority Offer, your Application wilt be
treated as an Application in the Generat Olfer and will
not receive any priority.

3.723  General Offer

Who can apply in the General Offer?
The General Otfer is open to Australian and
New Zealand resident Retail Investors.

How to apply in the General Otfer

it you wish 10 apply under the General Offer, you
must complete and lodge an Application Form
attached to or within this Prospectus in accordance
with the instructions set out on the form.

Applications in the General Otfer must be
accompanied by a cheque, bank draft or money order
for the Application Monies. Cheques, bank drafts

or mongy arders must ba drawn on an Ausiralian
financial institution in Australian dollars and made
payable 1o “Boart Longyear Share Offer Account™ and
crossed “Not Negotiable”, Cash will not be accepted.
Receipts for payment will not be issued, Applicanis
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shoutd ensure that sutficient funds are beld in the
relevant account(s) to cover your chequels).

Alternatively, you may submit your Generat Offer
Application electronically via the intermet al
www.boartlongyearshareoffercom and submit your
Application Monies using BPAY®. If you apply online
and intend to submit Appfication Monies using BRAY®,
you must ensura that your payment is submitted and
processed by your bank so that funds are received
bafors 5.00pm {Sydney time) on the Closing Date.

If you submit an online Application and your payment
is not received before 5.00pm (Sydney time) on the
Closing Date, it will be treated as a flate Application
and may not be processed. Full details on how

to make payment through BPAY® can be made

on the Boart Longyear Share Offer website at
wyyw.boartlongyearshareoffer.com.

if the amount of your chequels) for Application
Monies (or the amount for which those cheque(s)
clear in tims for allocation) is insufficient to pay for
the amount you have applied for in your Application
Form, or your BPaY® payment is for any reascn not
received or not received in full, you may be taken to
have applied tor such lower amount as your cleared
Application Monies will pay for (and 1o have specified
that amount in your Application Formj} or your
Application may be rejected.

3.74 Where to send your Application Form
under the Priority Ctfer and General Offer

Completed Application Forms, together with

tha chaque, bank draft or money order for the

Application Monies, should be mailed or delivered

1o the Registry as set out below by the Closing Date:

Postal Address OR Delivery Address

Boart Longyear Boart Longyear
Initial Public Offer Initial Public Offer
c/- Link Market ¢f- Link Market
Sarvices Limited Services Limited
tocked Bag Al4 Leve! 12,
Sydney South NSW 1235 680 George Street
Australia Sydney NSW 2000
Australia

Alternatively, you may submit your General

Qiter or Priarity Offer Application and Application
Monies electronically via the internet at
www.boartlongyearshareoffer.com with

payment through Beay®, Full details on how

to make paymen! through BPAY® can be found
on the Boart Longyear Share Offer website at
WWW rtlon: h .
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375 Acceptance of Applications under the
Retail Offer
An Application in the Retall Oifer is an offer by you 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 notice 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 Ssttlement.

3.76  Allocation policy under the Retail Offer
The Global Cocrdinator, in consultation with the Jaint
Lead Managers and the Company, has discretion
regarding the allocation of Shares to Applicants

in the Retail Offer and may reject any Application,

or allocate a lesser amount of Shares than those
applied for, in its absolute discretion, This discretion
incluttes the allocation of Shares between tha Retail
Offer and the Institutiona) Ofter.

The value of Shares that may be applied for under
the Retall Offer is not subject to a maximum amount.
However, the Compary and the Global Coordinator
reserve the right to treat any Applications in the
Retail Ofter which are for more than A$100,000,

or which are from persons whom they believe may
be Institutional Irvestors, as Final Price bids in the
Institutional Offer ar to reject the Application. The
Company and the Global Coordinator also reserve
the right 1o aggragate any Applications which they
bekeve may be mulliple Applications from the same
person for this purpose.

Allocation Priority
The alflocation prionity in respect of each component
of the Retail Otfer is as follows:

1. Broker Firmn Offer;
2. Priarity Offer; and
3. General Offer,

Allocations unidder the Broker Firm Offer

Firrn stock which has been allocated to Brokers

for allocation to their Australian and New Zealand
resident Retail Investors will be issued 1o Broker Firm
Applicants nominated by those Brokers. It willbe a
matter for each Broker as to how they allocate fim
stock among their Retail investors, and they (and not
the Company, the Giobal Coordinator or the Joint
Lead Managers) will be responsible for ensuring that
Retall Investors who have received a firm allocation
from them receive the relavant Shares.

Broker Firm Applicants wil be able to confirm their
firm aflocations through the Broker from whom they
received thosa allocations. However, Applicants

in the Broker Firm Offer who sell Shares before
receiving an initial staternent of holding do so at their
own risk, even if they have obtained detaiis of their
holding from their Broker.

Allocations under the Priority Ofier
Allocations under the Priority Ofter will be al the
absolute discretion of Boart Longyear.

Allocations under the General OHer

The Globat Coordinator, in consultation with the

Joint Lead Managers and the Company, reserves the
right to reject any Application or to allocate a lesser
amount than that applied for or to allocate no Shares
to any or all Applicants in the General Offer.

377 Determination of the number of shares
to ba Issued to successiul Applicants
Under the Retail Offer
The number of Shares o be issued to each
successiul Applicant under the Retall Otfer will
equal the doltar amount of their Application, less any
scaling back (e.g. as a result of excess demand),
divided by the Finat Price and rounded down to the
nearast whola Share.

For exampia, if you applied for A$5,000 worth of
Shares, the Application was scaled back to AS3,000,
and tha Final Price was A$2.10 you would receive
1,428 Shares, calculated as:

A$3.000 = 1,428.57 Shares
A$2.10

= 1,428 Shares when rounded down to the nearest
whale Share.

You would receive a refund of AS2,001 being the
amount of scale-back. No interest will be paid on
any Application Monies or refunds.

The method of scale-back will be determined by
the Global Coordinator, in consultation with the
Joint Lead Managers and the Company, at its
absolute discretion.

3.7.8  Announcement of Final Price and final
allocation policy in the Retail Offer
The Company expects to announce the Final Prica
and the final allocation poficy under the Retail Ofier
on or about 4 April 2007, This information will be
advertised in The Australian and other national and
major metropaolitan newspapers on or about that
same day. Applicants in the Retall Otfer will also be
able to call the Boart Longyear Offer Information Line
on 1800 781 633 after 8.30am (Sydney time) from
5 April 2007 to confinm their allocations. Applicants
who are eligible to participate in the Retail Offer and
are overseas should call +61 2 8280 7488.
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Haowever, if you are an Applicant in the Retail Otier
and sell Shares befora receiving an initial statement
of holding, you do so at your own risk, even if you
have obtained details of your hotding from the Boart
Longyear Offer Information Line.

3.7.9 Can the Offer be withdrawn or

closed early?
Boart Longyear reserves the right to withdraw the
QOffer at any time before the allocation of Shares
under the Offer. If the OHer is withdrawn, Application
Monies will be refunded. No interest will be paid
on any Application Monies refunded as a result
of the withdrawal of the Offer or otherwise. Boarl
Longyear will retain any interest which accrues on
Application Monigs.

Boart Longyear and the Global Coordinator, in
consultation with the Joint Lead Managers, reserve
tha right to closa the Offer aary.

3.710 Refunds

Application Monies will be refunded (in full or in part)
in Australian dollars where an Application is rejected,
an Application is subject to scals-back or the Otfer
is withdrawn or cancelled. No interest will be paid on
any refunded amounis. The Company will retain any
interest earned on Application Monies.

Refund cheques will be sent fallowing completion
of the Offer or as ctherwise applicable in the
circumstances oultlined above.

3.8 Inatitutional Offer

3.8.1 Invitations to bid

The Company is inviling certain Institutional Investors
to bid for Shares in the Institutional Offer. The
Institutional Offer is structured in three parts:

- an invitation to Austratian and New Zealand
Institutional Investors to bid for Shares, made
under this Prospectus and the New Zealand
Investment Statement as applicable;

- aninvitation to QIBs in the United States
to bid for Shares in transactions that are
exempt from the registralion requirements
of the US Securities Act in reliance upon
Reguation D (or Rule 144A, if applicable),
and applicable United Stales state securities
laws, mada under 1he Intemnational Offering
Circular; and

- an invitation to Institutional Investors in
certain jurisdictions outside Australia,
New Zealand and the United States to bid
for Shares in transactions that are exernpt
{rom the registration requirements of the US
Securities Act in reliance upon Regulation S
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and in compliance with all applicable laws
in the jurisdictions in which such Shares
are offered and sold, made under the
International Ottering Gircutar.

Institutiona! Offer process and the
Indicative Price Range

The Institutional Cffer will be conducted using

a bookbuild process managed by the Global
Coordinator and 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 Global Coordinator
and the Joint Lead Managers.

Participants can only bid into the bookbuild for
Shares through Syndicate Members. They may bid
for Shares at specific prices or at the Final Price.
Participants may bid above, within or below the
Indicative Price Range, which is A$1.76 to A$2.10 per
Share. Under the terms of the Otfer Management
Agreement, the Final Price will be determined by
Macquaris European Investments as the nominated
representative of the Vendors, after consuitation
with the Company and the Joint Lead Managers,
after the close of the Institutional Offer as described
in Section 3.8.

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

The bookbuild will be conducted from 9.00am
(Sydney time} on 2 April 2007 to 12.00pm (Sydney
time) on Tuesday, 3 April 2007. The Company and
the Glohal Coordinatar, in consuliation with the Joint
Lead Managers, reserve the right 1o vary the dates
ancv/or times of the Institutional Otfer without notice.

Bids in the Institutional Offer may be amended

or withdrawn at any tima up to the close of the
Institetional Offer. Any big not withdrawn at the close
of the Institutional Offer is an rrevocable 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 or at the Final
Price, whera this is below the price per share bid, on
the terms and conditions set out in this Prospecius
or the International Offering Circutar {as applicable),
including any supplementary or replacement
document, and in accordance with any bidding
instruclions provided by Syndicate Members to
participants. Bids can be accepted or rejected by the
Company in whole or in part, without further notice
to the bidder. Acceptance of a bid will give rise lo a
binding contract.
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Details of the arrangements for notification and
setllement of allocations applying to participants in
the Institutional Offer will be provided 1o participants
prior to or at 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 setilemant
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.

383 The Final Price

The bookbuild process will be used to determing
the Final Price. Under the terms of the Offer
Managemen! Agreement, the Final Price will be
determined by Macquarie European investments as
the nominated representative of the Vendors, after
consudtation with the Company and the Joint Lead
Managers, after the close of the Institutional Offer
as described In Sectian 3.8.2. It is expected that
the Fina! Price will be announced 1o the market on
or about 4 April 2007. in determining the Final Price,
caonsideration will be given to, but will not be limited
1o, the following factors:

- the level of demand for Shares under the
Institutional Offer at various prices;

- the leve! af demand for Shares under the
Retail Offer;

- the objective of maximising the proceeds
of the Ofter; 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 successhul bidders in the Institutional Offer will
pay the Final Price.

3.8.4 Allocation policy under the

Institutional Ofier
The allocation of Sharas among bidders in the
Institutional Otfer will be determined by the Joint
Lead Managers, in consultation with the Company.
The Joint Lead Managers, in consultation with the
Company, will have absolute discration regarding
the hasis of allocation of Shares, and there is no
assurance that any hidder 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 aflocation poficy will also be influenced by,
but not constrained by, the following factors:

- tha 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 Comparty,
consider appropriate, in their sole discretion.

3.9 Minimum subscription amount

A minimum subscription amount under the Ofter
is required to fund the redemption of Redeemable
Notes, to undertake the debt restruciuring
{approximately US$1,055 million} and to cover the
costs of the Offer.

Tha Offer will not proceed, and al Applications and
Application Monies will be retumed to Applicants
{without interest), unless a minimum subscription
amount of A$1,148 milion is raised under the Offer.
Tha Company reserves the right to not proceed with
the Offer or any part of it at any time before allotment
of Shares to Applicants in the Retall Offer and
bidders in the Institutional Otfer.

3.10 Discretion regarding the Otfer

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 1o bidders in the institutional Qffer. If the Offer
or any part of it does not proceed or is cancelled,
all Application Monies, or the relevant Application
Monies will be refunded {without interest).

The Company also reserves the right to close the
Offer or any part of it eary, or extend the Offer

or any part of il or 1o accept late Applications or
bids either generally or in particular cases, or to
reject any application. Under the terms of the Offer
Managemaent Agreement, Macquarie European
Investiments, as nominated representalivé of the
Vendors, in consultation with the Company and the
Join Lead Manager, may set the Final Price which is
above, within or below the Indicative Price Range.

311 Investment by Management

The Management Investors will hold interests in Boart
Longyaar as a resul of their existing shareholding in
the Boart Longyear Group prior to the Offer. These
interests will represent between 2.3% and 2.5% of
the Company at Settlement of the Offer based on the
Indicative Price Range and a foreign exchange rate
assumption of US$0.771:A%1.00 on the Closing Date
of the Institutional Otfer.
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In addition, certain equity arangements were
agreed between Management and the existing
shareholders (*Vendors") during 2006. The valus

of the sharehalding resulting from these equity
arrangemenis will be determined by reference 1o the
Final Price.

In accordance with these arrangements the Vendors
will set aside cash from the proceeds received from
the redemption of the Redeemable Notes to fund the
Shares 1o be issued under the eguity arangements
between October and December 2007 once the
vesting period for the equity arrangements has been
salisfied. Upon vesting, the Shares will be issued

by the Compary al the Final Price. The number of
Shares being issued upon vasting increases with the
Final Price determined under the Offer. Assuming all
equily arrangernents vest, the number of Shares to
be issued will range between 15 milian and 20 milion
based on the Indicative Price Range and will result

in the Company receiving between A$26.4 million
and A$42.0 million in cash during the last quarter of
FY2007.

Therafore, based on the existing shareholdings of the
Management Investors prior to the Offer and Shares
to be issued under the equity arrangements, the

lotal number of Shares to be held by Management
Invesiors in Boart Longyear will represent
approximately 3.6% of the Company's issued share
capital (based on the mid-point of the Indicative
Price Range and a foreign exchange rate assumption
of US$0.771:A%1.00 on the Closing Date of the
Institutional Offer).

Each of the Management Investors has agreed to

an escrow arrangement with the Company under
which they will be restricted from dealing with all the
Shares they hold until the later of twetve months after
the settlement of the Offer and three business days
following the announcement of Boart Longyear's
FY2007 resuits.

The Company will waive these restrictions 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
ofter undler the takeover bid; or

- a scheme of arrangement relating to the
Shares becomes effective.

Tha Company will also waive these restrictions to
permit dealings for eslate planning purposas to
family members.
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3.12 ASX admission and quotation

1t is expected that Shares will commence trading on
ASX on or about 5 April 2007, initially on a conditional
and deferred setttament basis.

All contracts formed on acceptance of Applications
and bids in the Institutional Offer will be conditional
on ASX agreeing 1o quote the Shares on ASX and
also on inttial settliement {that is, settlement in respect
of all, or substantially all, of the Shares the subject

of the Otfer occurring under the Offer Managemarnit
Agreement and associated settlement support
arrangements {“Settlement™)). Trades occurring on
ASX before Settlement occurs will be conditional on
Settlement occurring.

Conditional frading will continue until the Company
has advised ASX that Settlement has occurred,
which is expected to be on or about 11 April 2007.

Trading on ASX will then be on an unconditional but
deferred setllement basis until the Company has
advised ASX that inftial holding statements have
been despatched to Shareholders. Trading on ASX
is expected to commence on a nomal settlernent
hasis on or about 16 Aprii 2007.

If Settlement has not occurred within 14 days (or
such longer period as ASX allows) after the day
Shares are first quoted on ASX, the Offer and all
conlracts arising on acceptance of Applications
and bids in the Institutional Offer will be cancelled
and of no further effect and at Applicatlon

Monies will be refunded {without interest). In these
circumstances, all purchases and sales mada
through ASX participating orgarisations during the
conditional trading period will be cancelled and of
no effect. Refer to Section 3.8.3 for details on the
announcerment of the Final Price and final allocation
policy under the Institutional Offer.

Following {he issue of Shares, successiul 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 2007. It is the responsibility of Applicants to
determine their allocation prior to rading in Shares.
Applicants trading in Shares prior 10 recelving a
statement of holding do so at their own risk. The
Company, the Registry, the Global Coordinator and
the Joint Lead Managers disclaim all liability, whether
in negligence or otherwise, o persons who sell
Shares belore receiving their initial holding staterment,
whether on the basis of a confimation of allocation
provided by any of them or by the Boart Longyear
Offer Information Line. )
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3.13 Brokerage, commission and stamp duly
No brokerage, cormmission or stamp duty is payable
by Applicants upon acquisition of the Shares under
the Offer. Various fees are payable in refation to the
Ofter by the Company to the Global Coordinator, the
Joint Lead Managers, the other Syndicate Members
and certain other Brokers. Details are set out in
Section 12.5.1.1.

314  Stamping fees

Participating organisations of ASX will receive a
handling fee of 1.0% {inclusive of GST) on General
Ofter Applications bearing the code of an ASX
parficipating organisation whara that Applicant is
allotted Shares, with the handling fee payable by the
Company. There is a cap on such handling fees of
A$300 per Application (inclusive of GST) for multiple
Applications believed to be from the same person).
Ne handling fees will be payable on Applications
under the Broker Firm, Priorty or Institutional Offers.

3.15 Taxation

Tha Australian taxation consequences of any
investment in Shares will depend upon tha investor's
particular circumstances. It is the obligation of
potential investors to make their own enquiries
conceming the taxation consequences of an
investment in the Company. If you are in doubt as

to the course of action you should foliow, you should
consult your stockbroker, accountant or other
professional advisor. Section 12.9 sets out further
information in relation to tax.

3.16  OHer Management Agreement

The Company has entered into an Offer Management
Agreement with the Global Coordinator and the Joint
Lead Managers in respect of the management of

the Offer. The Offer will not be underwritten. Once
the Final Price has been determined, the Global
Coordinator and the Joint Lead Managers or their
affiliates wil be abliged to provide settlement support
in respect of successful bids in the Institutional

Otter under the Offer Management Agreement.

The Offer Management Agreement sets oul a
number of circumstances under which the Global
Coordinator and the Joint Lead Managers may
terminate the agreement and setilement support
obligations. A summary of certain terms of the Offer
Management Agreement, including the termination
provisions, is set out in Section 12.5.1,

347  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 Ausiralia and New Zealand.

The Shares have not been, and will not be, registered
under the US Securities Act and may not be

offered or sold in the United States or to, or for the
account or benefit of, US Persons except to QIBs in
accordance with an applicable exemption from the
registration requiremants of the US Securities Act
pursuant to Regulation O (or Rule 144A, if applicable),
and applicable United States state securities laws.

This Prospectus may not be distributed in the United
States or to US Persons, or elsewhere outside
Australia and Mew Zealand, unless it is attached

to, or constitutes part of, the International Offering
Circutar that further describes selling restrictions
applicable in the United States and other jurisdictions
outside Australia and New Zeatand, and may only
be distributed to persons to whom the Offer may
lawfully be made in accordance with the offering
and selling instructions set out in this Prospectus
and in compliance with the taws of any applicable
jurisdliction. This Prospectus does not constitute

an offer or invitation to subscribe for Shares in any
jurisdiction in which, or to any person to whom,

it would not be lawiul 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 and
New Zealand to whom the Institutional Offer is mads)
will be required 1o represent, warrant and agree as
foliows {and will be taken to have done so if it makes
a bid in the Institutional Otfer):

it acknowledges that the Shares have not
been, and will not be, registered under the
US Securities Act, or in any other jurisdiction
outside Australia or New Zealand, and may
only be offered and sold: §i) in the United
States or to, or for the account or benefit
of, US Persons, to persons that are QIBs
in accordance with Regulation D {or Rule
114A, if applicable), and applicable United
States state securities laws, and (i) outside
the United States, to persons other than
US Persons in offshore transactions in
compliance with Regulation S;

- it is not in the United States 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) it is not engaged in the business
of distributing securities or (2) if it is, it agrees
that it will not offer or reselt in the United
States or to, or for the account or benefit
of, a US Person {a) any Shares it acquires
under the Offer at any time or (b) any Shares
it acquires other than under the Cffer uniil
40 days aiter the date on which the Shares
are allocated under the Offer, in either case
other than in a transaction meeting the
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requirements of Rule 144A or Regulation S;
proviged, 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 United States.

No person is autharised 1o provide any information
or make any representations other than those
contained in this Prospectus and, it given or made,
such information or representations will not be relied
upon as having been authorised by the Company,
the Global Coordinator or the Joint Lead Managers
or any other Syndicate Member or any other person,
nor will any such persons have any liability or
responsibifity in relation to them.

A New Zealand Investment Statement which
complies with the Securilies Act 1978 (NZ) and the
Securities Regulation 1983 (N2) has been prepared
in connection with the Offer. New Zealand residents
should read the Investment Statement before making
an Application,

318  Electronic Prospectus

The Otfer constituted by this Prospectus is available
electronically only to Australian and New Zealand
residents accessing and downloading or printing the
electronic version of this Prospectus within Australia
and New Zealand. Australian and New Zealand
residents localed in Australia or New Zealand may
view this Prospectus on the Boart Longyear Share
Ofier website at www.boartlongyearshareoffer.com.
The Offer constituted by this Prospecius in electronic
form is not available to investors outside Australia and
New Zealand, including persons in the United States
and US Persons. Refer to Section 3.17 for applicable
selling restrictions.

Persons who access the electronic version of

1his Prospectus should ensure they download

and read the entire Prospecius. A paper copy of
this Prospectus will be provided free of charge

10 any person in Australia or New Zealand who
requests a copy by contacling the Boart Longyear
Offer Information Line on 1800 781 633 or

+61 2 B280 7488 during the Offer Period.

Applicants using the Application Form attached

lo the electronic version of this Prospectus must

be located in Australia or New Zealand. The
Corporations Act prohibits any person from passing
the Application Form on 1o another person unless it
is attached 10 or accompanying a paper copy of this
Prospectus or the complete and unaltered electranic
version of this Prospectus.
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319 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 sponsored sub-register.

Following the issug of Shares to successful
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 1o 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 heen a change to their holding on the register .
and as otherwise required under the Listing Rules
and the Corporations Act. Additionat statements
may be requested at any other lime 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 Enyuiries

If you require assistance {o complete an
Application Form or require additional copies of
this Prospectus, you should contact the Boart
Longyear Offer Information Line on 1800 781 633
or +61 2 8280 7488. The Boart Longyear Offer
Information Line will be open on business days from
8.30am to 5.30pm (Sydney time} from 1 March
2007. Irvestors will be able to contact the Boart
Longyear Offer Information Lire to receive details
of thelr allocations from 8.30am (Sydney time) on
the date of Shares commencing conditional and
deferred settlement trading, which is expected to
be 5 April 2007. However, if you are an Applicant
in the Retail Otfer and se!l Shares belore receiving
an initiat statement of holding, you do so at your
own risk, even if you have oblained delais of your
holding from the Boart Longyear Offer Information
Line. If you require acdvice as to whether to invest
in the Company, you should seek professional
advice from your stockbrokear, accountant or other
professional advisor.
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4 DRILLING INDUSTRY OVERVIEW

4.1 introduction

Boart Longyear is the world's leading integrated driling services provider and products manufacturer
for the Minerals Industry, with a substantial presence in the Ervironmental & Infrastructure and

Energy Industries.

This Section 4 addresses tha market segments and regions currently served or targeted by Boart Longyear.

Table 4.1: Drilling industry

Minerals Ervironmental & infrastructure Energy
Industry Industry Industry Industry
Segmenits ssrved Al stages of mining operations: - Water - Oil sands
by Boart Longysar - Exploration - Emviionmental = (i shale
- Developrmont - Construction - Coal bext methane
- Production - Geotechnical - Geathermal
- Ming closuie - Coal exploration

FY2008 industry

slize for customer
segmonts served
by Boart Longyear'

- US$2.5 bilion

US$3.8 bition

~ US$2.1 bition

Main reglons - Asia Pacific -~ Watar - New Zealand, United States - Canada
currently served by - Canada - Erwironmental - New Zeatand, - United Siates
Boart Longyoenr ~ United States Unitet States and Europe - Asla Pacilic

- South Amarica — Construction — United States

- Europe and Canada

- Sub Saharan Alrica - Geotachnical - New Zeatand,

United States and Cenada

Primary drilling ~ Diamond core ~ Sonic - Rotary
technologies ~ Dualtuba reverse circulation - Auger - Sonic

~ Percussive - Rotary - Diamond core

- Rotary air blast - Proba

- Sonic - Diamond corp

- Raw materials demand and supply - GDP growth - Consumption rate and price of

ics - Growing wbanisation comventional energy sources
~ Commodities prices retative to the - Inthe case of ervironmental driling, - Increasing interest in developing
cost of production requiatory changes alternativa enadgy scurces

Largost - Boart Longyeas (#1} - Boan Longyaar (#1F = Muflen Group (1P
participants in ~ Major Drilling {#2} - Layne Christenson (2] — Ensign Energy Services (k2)
the customar - Layna Christensen [#3) - Diversifind Water (¥3) - Boart Longyear (¥3)
segments served ~ Wataer Development Corporation (#4)
by Boart Longyear

Notes:

1, Management estimates based on industry data,
2. United States Emvironmental driling segment only.

3. Canadian oil sands segren only.
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411  Primary drilling technologies

There are several drilling technologies used in the Minerals Industry. The driling methoed used
depends on the purpose of the drilling activity. All methods requirs purpose buitt equipment
and skilled operators to perform the drilling safely, efficiently and to an appropriate standard.

Table 4.2: Primary drilling technologies

Diamond Oiamond care driling widises an anmuar drill bit with an industrial-grade diamond crewn to cut a
core drilling cylindricat core through sofid rock. This is tha most sophisticated form of driling dus to the information
that it yiekts and commands a higher service margin than othar lorms of drilling.

Tha cora barrel assembly used in diamond core drilling enables core sample 1o ba retieved using @
device on 4 wireling cable through the hotiow drill rods. The wireline device has the benefit of penmitting
the core sample to be withdrawn without having to remave the entire string of drill rods from the hole to
reach the sampla. This is of particular impartance for deep driling and lor ground conditions that require
frequent inner tube removals, Diamond core driling has been used to extract corg samples from depths
up 10 3,000 metres,

Rotary drilling

hit through the centre of tho hollow drilt rods to corvey the drill cuttings to the surface batween the wall
ol the hole and the exterior of the drifl pipa. Boart Longyear's LM-700 rotary rig can dnll 1o depths ol
appraximatoly 3,400 metras.

This s a comparatively inexpensive method of rotary drilling, usetul lor geologicat samptng in the eariest

stages of exploration drilling, Shallow holes are produced by thesa smaller, truck-mounted rotary rigs.
Chip samples ara blown 10 the surfaca using compressad air that is directad through the inside of the
! holiow dnll (oas, through the dril bit, and up the annulus between the wal of the hole and the exterior
of the drill plpa. Rotary air blast drifing is generally used as a shatow hole system 10 depths no greater
than 50 metres.

Rotary air
blaat drilling

Dual tube reverse
circulation drilling

Soni¢ drilling

Dual tube reverss circulation driling empkoys the same types of drill rigs as rotary air blast driling but

usas a cual-walled drill rod, Dual tube reverse circulation drilling is the preferred msthod when:

- hola conditions are such that the wall of the ho'e i not capable of supporting the erosive
slfect of the chip samples being corveyed to the surface;

- the hote wall itselt lacks tha strength to remain open as drilling advances; or

- the hola wallis 100 porous to maintain a column of driling fuid, which i8 needed to keep the
hole open. In thase cases, il dual wuba reversa circulation driling Is not used. the sample may
be diuted and rendered meaningless to the geologist o 1he hola lost.

With dual tuba roverse circutation driltng, (ha alr or water flushing medium is circutaled to the drifl bil
from within the annutar space that exists between the inner and outer tubes of the duak-walled dsill pipe.
As the ait or water passes theough tha dill bit, it picks up Lhe chip sample at the faco of the dril bit and
GoMweys it 10 the surlace in the inner fube.

Dual tuba roverse circulation driling is primarily used for exploration and can penetrate hard rock to

depths of about 600 metres.

Sonic driling is 8 vibratory driling method 1hat is used 10 sample any iypa of unconsolidated ground o
formation. !

Potating eccentric weights in the rig's rotation unit impart a vibration into & rod string and core barrel
assembly, Matching the lrequency of vibration to the natural requency of the ground enables optimum
driling speeds 1o be obtained. The sonic driling system is ideally suited to coring heap leach pads end
wasta dumps lound on mine sites, as well as mineral sands end alluvial deposits. Due to the minimally
irvasiva nature Of this mathod, and the fact thal it does not use air or water which have tha potential 1o
diluta samplas, sonic driing is principaty used for emvironmental and geolochnical applications. The
Company’s sonic rigs can drill 1o depths of up 1o 200 metres.
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Auger drilling

Parcuasive drilling

Probe drilling

Auger driling, a less complex drifling methed. is a driling method that uses spiral shaped augers to

bore holas o1 Soft ¢arth lormations to depths ol up to 70 metres. When hollow-stem augers are used to
bove the hols, sampla tubes can ba lowerad through the augers to tha face of the drill bit. The sample
tube, which is connected (o a smal rod string, is generally hammered into the ground at the drill bit face.
By counting the number of hammer blows that are required to advance the sample tube a prescribed
distance and then analysing the resulting earth core sampls, engineers can determine certan
geotechnical properties of the ground.

Percussive drlling is used to penetrate rock, gencrally to depths of Iess than 50 metres, 10 create holas
for the placerment of explosives (blast hales). In addition to rotation of tha drilt bit, the drilt bit atso impacts
the subsurtace rock in a hammar-like [ashion o fracture rock efficiently, As this method is merety for the
crealion of holes, and not o collect core samples for analysis, this method is less sophisticatad than
ather metheds of driling.

Probe drills ars pneumatic or hydrautic peotechnical drills designed to reach into potantially unstable
ground while remaining on solid ground. These drills are used to delineate existing undergeound
workings and mine shafts 10 prevent damage of injury that could resutt from the use of heavy machinery
on these areas. Proba drilling is also used tor drilling in inaccessible low clearanca or indoor areas.

4.2 Drilling services market In addition, drilling services are reqguired for mining

421 Minerals Industry

4.2.1.1 Description

Exploration drilling for minerals primarily involves
the extraction of solid rock cora or chip samplas
for technical analysis. This is regarded as a non-
core activily by mining companies and is typically
contracted to third party service providers, such
as Boart Longyear. The samples extracted provide
the mining companies with critical information

over the life of a mining project. Exploration drilling

services are used in each stage of mining operations:

exploration, development, production and closure of
the mine.
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companies to estimate the size and quality of
reserves, key determinants of the value of a mining
company, 1o communicate 1o investors. Investors
use mining companies' raserves o assist in thelr
evaluation and valuation of mining companies.

Management estimates that direct global
expanditure on Minerals Industry driling services
was approximately US$2.5 bilion in FY2006 and
is expected 10 grow by approximatety 20% to
US33.0 billion in FY2007 and continue growing
in FY2008, albeil at a slower rate.
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Table 4.3: Drilling services provided throughout mining operations

Exploration stage drilling Erevelopment stage drilling Production stage driling
Description This stage of mining, also known as the Davelopment s1age exploration driling is Production stage exploration drilieg is
‘greenfield’ stage, is primarily focused typically underizken to enabie resource drifling that takes place within tho ming
on the discovery of mineral deposits. I diefiriion raquired for the expansion of boundaries and includes both surface
is the earlies! stage of mining cperations an existing mining project and also 1o aid and underground services. Operating
and precedes he development and in the planning and construction of new mings require exploration drilling services
production slages. mine sites. This is known as “brownficid” to defineate the ore body for planning and
, , driling. grade costrol over tha lite ol the mine,
In thig stage, equipment and Crews
arg Ceployed 10 often remote locations Exploration drilling is also required to
to undartake exploration driling on control or obitain water, Large diameter
undeveloped 1and 10 detorming whether water production wells ara oten bored
sutficient resarves exigl within a region to either 10 supply tha ming with process
justify development of a mining project. water, or to extract wator from the vicinity
. . of the mina to improve mining conditions.
Crews drill into the underlying rock 1o
recover fock chips or core samples to I the production stage, percussive drilis
ascertain thg existence or quality of a are used 1o conduct blast hole driting in
mineral deposit. underground mines for extracting ore for
. . remaoval 1o the surface.
Tha integrity of tha cora sarmplas
supplied by driling services providers for
analysis is extremaly important for the
accurate determination of the feasibility
of a particular prospect. For this reason,
Management's experienca is that
mining companias will typically engage
experienced drilling services providers
with a track record of producing high
quality core samples.
Following the discovery ol a minerat
deposil, substantial drilling is typlcally
required to characterisa the size and
quality of the deposit and 10 assess the
leasibeity of devetoping the d it
Fundamentals The key driver of demand lor exploration The ‘brownfiekd’ stage of mining fs Demand for proghuction stags exploration
staga driling is commodities pricing. lass susceptibie to fluchuations in the driking for mina planning and production
Due to tha risk of {ahre in exploration commodities cycle than 'greenfiold’ is relatively stable despite fuchsations in
activity and the costs involved in exploration. This is because miners are commodities prices,
establishing a new ming it exploration mora likely to be able to access and
is succassiul, exploration siage driling develop high quality deposits in close
i3 undertaken only when commaodities proximity to existing mining operations
prices are sulficient © support those than through ‘greenfiald’ exploration.
costs. Historicalty there has been a lag Mining companies can also extract
of approximately 12 months between significant efficiencies through the
a sigritcant fall in commodiles prices processing of new reserves using existing
and impact on exploration stage ming infrastructura,
drilling dernand. Current gnd long term
torecast commocities prices are wel
above tha tevels required to intiate
exploration activity.
Mine closure

When production ceases and a mine is closed, remedial action is undertaken to restore the site to premining condition.
Driling services required at this stage include environmental testing to install monitoring wells within and around the mine.
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4.21.2 Industry dynamics

Qutsourcing by mining companies

Driling equipment is specialised and requires trained
operators to parform the driling service safely and
cost-effectively. For this reason, mining companies
typically outsource their drilling services o contracted
service providers, A mining company’s drilling
services requirements will typically fluctuate and
oulsourcing is accepied as a desirable alternalive

to maintaining peak staffing and equipment levels,
particularty on a global scate.

Those mining companies that have in sourced driling
operations generally undertake such aclivities at
underground mining oparations or where they have
unionised workiorces and are contractually bound

to in source their drilling requirements.

Drilling services contractors

Driling services providers generally compete on
productivity, price, accuracy, safely, reliabifity

and experience. While price is an important
consideration, it is often not the definitive factor

in the selection of a drilling services provider. In
Management's experience, technical ability, safety
record, consistency and quality of services have
emerged as key considerations for the Majors, as
has the ability to provide global support.

Driling services contracts are typically awarded
following a tender process. Drilling services providers
tand to quote following a detailed costing and pricing
process that ensures thal projects are properly
planned and take into account the geography,
geology, timeirame, staifing and equipment and
tooling costs.

Atypical driling contract specifies the depth of
drilling required, the duration of the project and the
scope and conditions of work 0 be underiaken.
Customers are typically charged on a rate per-metre
drilled basis. Profiiability is therefore a function not
only of price and the ability to provide an accurate
price estimate, but also productivity, which is driven
by the drilling methad, technology, efficiency ot

the squipment and skill and experience of the drill
operalors.

4.2.1.3 Key industry drivers
The Minerals Industry is driven by the global supply

* and demand for raw matenals. Increased demand

from the rapid industrialisation and urbanisation of
nations such as Brazil, Russia, India and especially
China, coupled with increasing supply shortages, is
expected to maintain demand for raw materials at
levels that sustain strong demand for drilling services
by the Minerals Industry. As a result the Minerals
Industry is experiencing historically high prices across
many minerals.

Commedities demand

Following World War lI, with the rebuilding of Europe
and Japan, the world entered a pericd of sustained
and strong commaodity utilisation and demand
resulting in a period of increasing commodities
prices into the 1970s. Following the supply-induced
oil shocks in 1973 and 1978-157G, increased supply
and more stable geopolitical conditions resulted

in depressed commodities prices and a long term
under investment by mining companies in new
exploration and reserve development.

Million tonnes

Figure 4.1: Copper demand by region
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Figure 4.2: Reserve life of Copper and Zinc
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Recently, the rapid industrialisation and urbanisation
of emerging economies, especially China, has led
to significant growth in the consumption of raw
materials as illustrated by Figure 4.1 which displays
the significant increase in demand for copper since
2004, particularty from Brazil, Russia, India and
China. Increased demand from other emerging
economies, particularly India, is expected to drive
addilional grawth.

The expected increase in demand for copper, other
base metals and iron ore provides the mining sector
with a positive outiook and supports increased
demand for drilling services by the Minerals Industry.

Gold, unlike other commodities, acts as a slore of
value, a unit of exchange and is also used in jewellery
making. Current macroecanomic conditions favour
the ocullock for gold, namely:

- increased demand for gold jewellery from
the new, wealthier, middle classes in China
and India;

- a weakening US dollar coupled with
inflationary pressures are highly supportive
for gold prices as investors seek a safe,
inflation neutral investment;

- new sources of invastment demand in gold
are appearing, particularly petro-dofiar
revenue in oil-rich states; and

- de hedging by the mining companies since
2002 has created net demand for gold.
Whila the impact of de hedging is declining,
the current trend among mining houses is
1o avoid hedging other than to the extent
required to obtain project finance.

Commodities supply

Strong commodities prices and continued demand
for driling services by the Minerals industry is also
expected to be supported by supply shortages of
commodities caused by reduced reserve lives due
{o the sustained underinvestment in exploration by
mining companies. The depletion of key commodities
reserves, as llustrated in Figure 4.2, is expected

by Management to promote further investiment in
axploration to identify replacement reserves which
will drive demand for driling services.

Production

Production is driven predominantly by supply and
demand fundamentals as operaling mines targel

tha highest possible utilisation levels. As a resull

of the increased demand for commodities and
supply shortages, resulting from declining reserves,
production levels have increased significantly in
recent years. Production increases are expected to
continue over at least the medium term, sustained by
continuing commodities demand.

This cutlook implies that demand for drilling services
will increase over the shori to mecium term.

Exploration expenditure

Increased demand lor raw materials, together with a
slowing discovery rate and decreasing global mineral
reserves resulting from historical under invesiment in
exploration, support the expeciation thal demand lor
exploration drilling services will increase. As illustrated
in Figure 4.3, global explcration expenditure by

the mining industry is expecied to increase ata
compound annual growth rale of approximately

30% from FY2004 to FY2008E. Global nonferrous
exploration budgets for all mining companies in

the global Minerals industry was approximately
US$7.5 bilion in FY2006 and is expected to grow by
approximately 20% o approximately US$8.0 billion
in FY2007.

Figure 4.3: Global nonferrous minerals
exploration budgsted expenditure
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Based on current market conditions and expenditure
pattarns, coupled with the robust balance sheets

of the Majors and sigrificant capital recently raised
by Juniors, Managemant expects that exploration
and development budgets will conlinue to grow in
F¥2008, although at a slower rate than forecast

for FY2007.

Management estimates that approximately 40% of
total mining exploration budgets are comprised of
spending on drilling services.

The decision by mining companies to underiake
exploration activity involves a cost/retum analysis.
The price at which a commodity can be sold
compared with the cost to produce it, is a key
determinani of whether a poiential mine site is
feasible for mining. When commodities prices fall
below a feasible margin above the cost to producs,
exploration expenditure is typically reduced in the
financial year commencing immediately after that
price decrease. This is because mining companies
will typically adjust their exploration budgets in
response to price decreases for the next financial
year, rather than curtail exploration expenditure in the
current financial year for which a budget has already
been set. However, fluctuations in commodities
prices above these levels do not typically have

a significant impact on exploration expenditure.
Accordingly, if commodities prices stay above these
threshold levels, demand for drilling services should
be stable or increasing despite any fluctuations in
commodities prices.

As a result of the impact of emerging economies
on demand for raw materials and shortages of
base metals and other mineral commaodities,
commodities prices have increased substantially in
recent years and are forecast to remain strong over
the next lew years. Current and forecast prices are
not only significantly above the tong term cost of
production, but are also in excess of the industry
operating margins above the cos! of production,
which are typically the levels below which exploration
expendilure is curtailed.

In the case of base metals, iron ore and mineral
commaodities other than gold, a further factor driving
the demand for drilling services is that miners,

due fo a scarcity of accessible new reserves, are
increasingly forced to explore for deeper and more
remotely located ore bodies that are more difficult to
extracl, These deposits typically have more complex
geology and thus mine planning and extraction
techniques require more detailed information before
production can commence. This resulls in greater
volumes of drilling being required to locate the
mineral deposits and ascertain whether the deposits
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can be economically mined and greater demand for
Boart Longyear's services and products.

4.21.4 Key customers
Key customers of Minerals drilling services
companies can be divided into three primary groups:

Majors are large, global companiss with curent
annug! non-farrous mining-related revenues of more
than US$500 million which typically have the financia!
strength to develop a major ming without external
financing. Examples include Anglo Arnerican, Barrick
Gold, BHP Billiton, Phelps Dodge, Rio Tinto, Teck
Cominco and Xstrala.

Juniors are mining companies without significant
current mining-related reverwes that are dependent
on outside equity financing to fund exploration
activity, Typically, they are pure minerals explorers
that have not achieved sufficient scale {o self-finance
new projects. Juniors raised US$14.8 billion of equity
in 2006. Management estimates that this equatss to
approximately two years of Junior exploration spend.
A significant portion of these funds are expected to
be spent on global exploration drilling.

Intermediates are companies with mining-retated
revenue between those of Majors and Juniors
(typically over LUS$50 million but less than
US$H500 million annually). Examples include
Kingsgate, Oxiana, Jubilge Mines, lvanhoe Mines
and Zinitex,

Maijors typically have more stable exploration
budgetls in comparison to Juniors.

The exploration drlling activity of Majors is typically
related to the development stage of the mining
process as opposed 1o the more cyclical exploration
stage drilfing undertaken by Juniors. Furthermare,
driling activity by Majors in the exploration and
development stagas does not decline to the same
extent as those of Juniors during periods of lower
commodities prices, This can partly be attributed to
Juniors’ refiance on equity financing.

The balance sheets of the Majors are currently
comparatively strong and this is expected to conlinue
1o drive consolidation in the mining industry, such as
BHP Biliton's takeover of WMC Resources.

The Minerals Industry is highly fragmented, with few
major market participants and a large number of
small, often family-run, regional or local companies.
Key large industry participants in the global Minerats
drilling services industry include Boart Longyear
(holding the leading market share), Layne Christensen
Company and Major Drilling Group International Inc.
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422 Environmental & Infrastructure Industry
4.2.2.1 Description

Boart Longyear has a substantial and increasing
presence In the Environmental & Infrastructure
Industry and is the leader in the United States
enwirorimental drilling industry.

The Environmental & Infrastructure Industry
incarporates erwironmental, water, construction

and geolechnical driling services. The size of the
United States waler and European environmental
and infrastructure industry in which Boart Longyear
operales was estimated by Management to be
approximately US$3.8 billion in FY2006 and is much
larger globalty.

Driling services offered to the Environmenial &
Infrastructure Industry include two primary driling
applications:

- sila investigation driing, which involves the
installation of wells for monitoring; and

- characterisation of ground water and soil and
remediation drilling, which relates to in silu
freatment or pump-and-treat applications.

Driling services offered to the water industry include
the driling and construction of water wells, well pump
rehabilitation services and wells for ground water
injection and recharge.

Construction drilling services include the
development ol bore holes that are used to improve
ground canditions in or around construction sites
that are used for the installation of piles, grout, freeze
pipes, tensioning devices or instrumentation.

Gegtechnical driling services include drilling
performed in advance of building construction work
or an excavation to provide engineers and geologists
with core samples for analysis to determine the
ground's material properties such as soil strength.
Thesa investigations are required well in advance of
the construction of largs scale public works such as
dams and tunngls.

4.2.2.2 Key industry drivers

The Environmental & Infrastructure Industry is
predominantly driven by governmental regutation
and spending and GOP growth,

In the high growth markets of China and tndia, GDP
is forecast to grow al 10.0% and 7.3% respectively
in FY2007, providing strong future demand for
drilling services to the Environmental & Infrastruciure
Industry.

Environmental

In developed countries, mitigating environmental
liability is & prime concern for industry and
government and results in demand for environmental
testing, monitoring and remediation driling on
industrial sites, whether those sites are experiencing
angoing industrial activity, are abandoned or are
vndergoing a change of ownership. Increasingly
siringent environmental regulations in developed
counlries are expected to continue to drive demand
for driling services in these markets,

Figure 4.4; FY2007 forecast GDP growth
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Water

The United States market for water exploration
driling services is estimated by Management to have
been approximately US$1.9 billion in FY2006. Water
development projects are both publicly and privately
tunded projects and are driven by population growth
and the consequential industrial, agricuttural and
residential expansion. The key growth drivers of

the water driling sector in the United States include
industrial growth and urban expansion combined
with the excessive draw-down of both surface and
ground water (aquiler) reserves.

In developing countries, rapidly expanding
populations, particularty those in arid regions, are
straining existing water resources, Further expansion
and improvement of the water supply infrastructure,
{or which driling services are required, is needed to
create sutficient potabte waler,

Construction and geotechnica)

The key drivers of the construction and geotechnicat
drilling segment are GOP growth and urban
expansion.

Existing infrastructure (roadways, bridges and dams)
is undergoing canstant maintenance and upgrading
to accommuodate growing usage and demand, Large
scale development projects, such as transportation
or underground senvices {light-rall or combined
sewer overflow systems) required to support larger
population bases are expected to increase in number
as economic and urban expansion continues,

4.2.2.3 Key customers
The key customers for:

- environmental drilling services are consulting
firms, representing public and private entities
undertaking large capital works;

- waler driling services are governments and
municipalities alongside large mining firms,
industrial and agriculture users; and

- construction and geotechnical drilling
services are subcontractors to civil
construction companies.

4.2.2.4 Competitors

Tha environmental drilling industry in the United
States is fragmented and localised, Boart Longyear
is the only emvironmental drilling services provider
which has a broad presence across the United
States. Seme of the targer regional participants
include Water Development Carporation, Layne
Christensen, ADT and Milter Driling. Most
environmegntal drillers are also active in water
exploration drilling services.
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Key parlicipants in the United States water

industry include Boart Longyear, Layne Christensen,
Diversified Water and Water Development
Corporation. The market is otherwise fragmented
and many competitors are small local operators. The
Company only has a small presence in the water
driling industry outside the United States.

Key participants in the United States and Canadian
construction and geotechnical drilling segment
includle Hayward Baker, Malcolim Drilling, Berkel &
Company, Moretench, Schnabel Foundation and
Trevi Group. The geotechnical driling induslry is
highly fragmented with no discemible leader.

4.23 Energy industry

4.2.3.1 Description

Boart Longyear has a growing presence in the
Energy Industry providing oil sands, oil shala and coal
hed methane exploration drlling services and pre
collaring or casing of gas wells.

Due to continued growth in hydrocarbon

consumption and uncertainty surrounding the

supply of existing resources in the Middle East and

Souh America, global oil and gas companies and

utilities have sought to expand their access to new

energy sources. Such activity has included the

exploration for non-conventional energy sources,

such as Canadian oll sands and il shale {irom which

oil can be extracted) and coal bed methane (which

involves driling ventilation gas wells for coal mining i
companies). Managemant estimates that the marke! I
segments sarved by Boan Longyear were worth

approximately US$2.1 billion in FY2006. The of sands |
sector is forecast by Management to grow at 20% j
in FY2007 and the coal bed methane and gas welt

casing sectors are expected to grow by 8% 1o 10% :
in FY2007. The Canadian oil sands driling market is '
one of the highest growth segment!s of the energy

driling services industry. For example, the Alberta oil

sands in Canada are expected 1o attract over USS80

biflion worth of investment over the next decade with
approximately 75% of potential cil sands areas still

available for exploration and leasing.

4.2.3.2 Key industry drivers
Damand for non-conventional energy retated drilling
is strongly influenced by:

- the price of corwentional energy sources.
such as oil and gas;

- the increased rate of consumption of
hydrocarbons, pariicularty as a result of
economic expansion; and

- the increased interest in developing
altemative sources of energy {non-
canventional gil sgurces, geathermal and
coal bed methane),
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The ofl sands, il shale and coal bed methane drilling
seclors in North America are {orecast to maintain
strong growth rates driven by the long term trend

of tightening supply of conventional energy sources.
The increasing complexity and scarcity of new large
and/or easily accessible oll and gas reserves has
driven exploration driling expenditure. Additionalty,
the political instability in certain oil-producing regions,
including the Middla East and Venezusla, is expected
to drive the development of alternative energy
sources even faster in politically stable regions

such as Canada.

4.2.3.3 Key customers

The key users of Energy Industry driling services are
oil and gas companies and large government run
utilities and coal mining companies {seeking to
de-gas coal mines}.

4.2.3.4 Competitors

Boart Longyear is a key participant in the Energy
Industry for oit sands in Canada together with Mullen
Group and Ensign Energy Services. Untike Boart
Longyear, which is focused solely on exploration
driling for energy sources, both Mullen and Ensign
operate diverse businesses involved in the exploration
for, and production of, bath conventional and non-
conventiona! sources of oil and gas. The remaining
competitors ara small, regional, privately owned firms.

Currently, Boart Longysar does not have a significant
presence in the coal bed methane industry. However,
it has identified this as an attractive sector and

has developed a strategy of becoming a leading
participant in this high growih sector, Competitors

in this market are Ensign Energy Services and
Precision Drilling.

4.3 Products

4.31 Product descriplions

The driling products business supplies capital
equipment (surtace and underground) and
consumable products {diamond drill bits, percussive
drill bits, core barrets, drill rods and casings and
other products) 1o the Minerals, Environmental &
Infrastructurs and Erergy Industries. Total globat
expenditure on driling products in the markat
segments currently served by Boart Longyear

is eslimated by Management to have been
approximately US$2.0 billion in FY2006 and is
expected by Management to grow by 15% in
FY2007 to US$2.3 billion.

Coring tools

Coring tools include advanced wireline and
conventional diamond drill coring systems used in
Minerals drilling, including diamond crill bits, core
barrels, rods and casings. These products are
designed and used to extract rock and other core
samples driled.

Drilling capital equipment - rigs

A wide range of rigs are manuiactured for use

by the Minerals, Environmental & Infrastructure
and Energy Industies. Each rig type is designed
and manufactured for specific applications, The
parameters used to design rigs include hole depth,
hote diameter, hole use/maintenance and ground
conditions.

Percussive tools

Percussive tools include drill mounted and hand held
hammers used to produce Ihe rotation and impact
forces, shank adaptors to transmit the energy to

the drlll string, drill rods and couptings for various
hote depths and bits which are fitted with tungsten
carbide inserts to fracture the rock,

Figure 4.5: Canadian oit sands production
estimates
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Stone cutting consumables — Diamond wire

Stone and concrete cutting tools and equipment
produced by Boart Longyear and its compelitors
primarity consist of diamond wire and diamond saw
blades, as well as related equipment. These products
are used for quick and efficient cutting of natural
stone, concrete and similar materials and are made
from diamond-impregnated segments similar to the
diamond drill bits used in Minerals Industry driling.

Mining capital equipment

Other mining capital equipment includes load-haul-
dump machines and wutility vehicles for underground
mining and tunnelling and percussive drills. Hydraulic
and pneumatic rockdrills are principaly used for
driling blast holes in underground mining and
tunnelling applications.

4.3.2 Key industry drivers

The Minerals, Environmental & Infrastructure and
Energy diiling products industries are driven by the
same key drivers as the Minerals, Environmental &
Infrastructure and Energy drilling services industries.
Refer to Section 4.2.3.2 for discussion of the key
industry drivers.

433 Keycustomers

The customers of the drilling products industry

are nurmerous and diversified. The customer basa
participates in a range of mining, environmental,
infrastruciure and energy activities. Kay customers
include drilling services providers (including Boart
Longyear's Drilling Services division} and mining
companies.

434 Competitors

Boart Longyear, Atlas Copco Group and

Sandvik AB ara the key participants in tha giobal
exploration driling products industry. The remainder
of participants are regiona! or niche participants.
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4.4 Regulatory environment

There are no global bodies goveming the provision
of drilling services or the manufacture of related
products. However, industry panticipants must
adhere to refevant naticnal and state regulations.
There are various bodies which govern specific
types of driling services. The services provided

by Boart Longyear are subject to various

kcensing, parmitting, approval and reporting
requirements imposed by federal, state, local and
foreign laws. Boart Longyear’s operations are
subject to ingpection by, and the regulations of,
governmental agencies, including the Departmeant
of Transportation, and the Occupational Safety and
Health Administration (“OSHA") and Mine Safety
and Health Administration {*"MSHA") within the
Department of Labor in the United States as well as
their counterparts in countries other than the United
States, In addition, the Company’s aclivities are
subject to regutation under various environmental
laws regarding emissions to alr, discharges to
water and management of waste and various
hazardous substances.

Drilling refated products manufacturers are usually
subject to ervironmantal industrial refations and
product liability regulation. Refer to the Risk Factors
in Section 6 for more information.
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51 Introduction

Boart Longysar Is the world's leading integrated
driting services provider and products manufacturer
for the Minerals Industry, with a substantial presence
in the Erwironmental & Infrastructure and Energy
Industries.

The segments in which the Gompany operates
wera estimated by Management! to have global
sales of approximatsly US$10 bilion in FY2006.

Figure 5.1: Boart Longyear’s market segment
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environmental & infrasiructure segments.

Sowce: Managemen estimates based on industy data,

Boart Longyear operates an integrated business,
covering two markets:

- Drilling Services - the pravision of cantract
driling services for the extraction of rock,
soil and water samples for technical analysis;
and

- Products - the manufacture of capital
equipment (rigs) and consumables to the
driling industry, including its own Driling
Services division.

The Company generated pro forma revenue of
USS$1.25 billion in FY2006. is forecast to generate
pro forma revenue of US$1.46 billion in FY2007 and
has over 7,800 employees globally.

The Driling Services division, which is expected to
account for US$308 miillion or approximately 60%
of the Company's pro forma revenue in FY2007,
provides drilling services in 30 countrigs in the
Minerals, Environmental & Infrastructure and Energy
Industries.

The Company's Products division, which is expected
to account for the remaining 40% of pro forma
revenus for FY2007, representing US$553 mitlion,
manufactures products for customers in over

100 countries in the Minerals, Environmental &
Infrastructure and Energy Industries.

The Company has a corporate office in Sydney,
Australia and its operational head office is in Salt
Lake City, Utah, United States. Boart Longyear

has five regional offices in Australia, Canada, The
Netherlands, Peru and South Africa and its revenue
is derived from a diverse geographic base.

Figure 5.2; Consolidated FY2007 pro forma revenue
by geography

—= AsiaPacific 20%
——= Canada 25%
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Boart Longyear’s Drilling Services dlivision has 5.2 Integrated business model
established a leading position in the key geographic  Boart Longyear's integrated mode! of Drilling
segments of the Minerals driling services industry Services and Products divisions fosters a mutually

of Australia, Canada and the United States, of beneficial relationship. Management estimates
which Management estimate US$1.0 billion was that approximately 15% of the Products division's
spent on driling services in FY2008, The Company  manulacluring output is used to supply drilling

is also the market leader of the US$2.5 billion products to the Company's Driling Services division.

global Minerals driling services industry, with
an gstimated 17% share.

The Company’s Products division is the globat leader
in the surface and underground mineral exploration
driling products segment.

Additionally, the integrated mode! provides the
following competitive advantages:

access to equipmentin a
supply-constrained market;

continuous product development and
innovation cycle driven by productivity
requiremenits from Driling Services;

The Company also has a substantial presence in
the global Ervironmentat & Infrastructure Industry
with a leadership position in the United States

environmental drilling services segment. - a ‘speed 1o market' advantage for ngw

Boart Longyear has a growing position in oil sands, product development; and
il shales, gas well casing and coal bed methane - unrivalled markat knowledge.
segments within the Energy drilling services industry

. in the United States and Canada. The Company
is also investigating opportunities In relation to its
products offering to the Energy Industry.

—r — .
Figure 5.3: BGait wng%%ar global presence
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Table 5.1: Operational structure overview

Drilling Services division Products division
Business - Conducts drilling for clients ona - Produces a wide range of
summary coniract basis, primarily for the equipment and consumables for
extraction of rock, soil or water use in drilling
samples for technical analysis Produces mining capital equipment,
primarily for mine production
- Produces hardrock tools for blast
hole drilling
- Produces stone cutling
consumables
FY2007 pro - US$908.4 million (~62%) - US$552.8 million (-38%)

forma revenue®

FY2007 pro

forma EBITDA?

FY2007
maintenance
capital
expenditure

FY2007
expansionary
capital
expenditure

Product/
service
offering

Notes:

US$58.0 million

Driling servicas are provided 1o the

following Indusfries:

- Minerals (exploration, development,
praduction and mine closure driling)

- Ervironmental & Infrastructure

[environmental, water, construction

and geotechnicas drilling)

- Energy (ol sands, of shale and coal
bed methane driling and gas wel

casing)

US$251.0 million {~67%)

US$26.9 million

US$121.2 million (~33%j)

US$3.6 million

US$12.9 million

Driling consumables products include:

i

Diamond core bils

Driling rods

Core barrels

Percussive drilling consumables
Diamond cutting wire

Drilling equipment products include:

t. Exchudes intercomparnty salos. Sea Section 9 for discussion of Directors’ Forecast,
2. Excludes corporate costs which are inchuded in consolidsted EBITDA,
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Minerals core drilling rigs
Enviranmental/gectechnical rigs
Percussive drilling rigs
Rockdrills

Mining capital equipment
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Drilling Services division Products division
Key - Fleet of over 1,080 rigs {industry's - 11 manufacturing facilities in
operational largest) by the end of FY2007 7 countries
data - Services provided in 30 countries - 13 wholesale/distribution DrillStores

- Approximately 5,400 employees - Supplies products to over
100 countries
- Approximately 2,000 employees

Market share - Minerals Industry — global market - Minerals — market leader in the

leader with an approximate market segmenits that the Company serves

share of 17% and particutarly the surface minera!

exploration and underground
mineral production drilling product
segmert

- Ervironment & Infrastructure
Industry — market leader in the US
ervironmental drilling industry with
an approximate market share of 17%
Principal - Mining companies (primarily Majors Drilling services providers including

customers such as BHP Blliiton, Ric Tinto and the Company's Drilting Services
Barrick} division that uses approximately

15% of the Product division's

- Governmenis and local councils manutacturing output

in Ervironmental & Infrastructure
Industry - Participants in the Mineral,
- Shell. Petro Ganada, Suncor. Environmental & Infrastructure

Syncrude in oil sands segment and Energy Industries
of the Energy Industry

Figure 5.4: Drilling Services FY2007 pro forma Figure 5.5: Preducts FY2007 pro forma revenue
revenue by industry by product
1 Mining 69% = Coring tools 42%
c— Emvirrmental & trfrastruciume 17% 1 Percussive tools 2%
=zn Enegy 14% =z Dedling capital equipment  22%
mma  Mining capita) equipment  10%
Construction & Stone A%
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5.3 Company history

Boart Longyear has been a providsr of drilling
servicas and products o the global Minerals Industry
for over 100 years.

The Longyaar Compariy was founded in 1890 and
Boart International, a De Beers subsidiary engaged
in the development of industrial applications for
industrial diamonds (including coring drill bits),

in 1936.

The Longyear Company was acquired by Boart
International in 1974 and formally merged into

Beart Longyear in 1984, From 1874 to 2005, Boart
Longyear operatad as a wholly owned subsidiary of
Anglo American, providing services and products

to most major mining companies. During this time,
the Company acquired and successtully integrated
a number of companies that further expanded Boart
Longyear's capabilities.

Under Anglo American’s ownership, Boart Longyear
represented less than 4% of total revenue, was
considered a non-core business and was managed
regionally, with its head office in Johannesburg,
South Africa. There was limited emphasis en -
performance or growth and the Company had limited
access to capital,

In 2005, Boart Longyear was acquired by Advent
International, Bain Capital and the Management
Investors. in 20086, the Consortium was introduced
as an investor alongside Advent International, Bain
Capital and the Managerment Investors.

Since the sale by Anglo American, Management has
undertaken a number of restructuring initiatives to
establish Boart Longyear as a globally run business,
focused on operational improvements and organic
and acquisition growth. These measures include
the following;

- establishment of one giobal, integrated
business with a uniform approach to pricing,
equipment assignment and client account
managemeant;

- relocation of operational head office

to Salt Lake City, Utah, United States,
from Johannasburg, South Africa, which
significantly expanded the available
¢andidate pool for senior managernent
positions; and

- significant investment in expanding and

improving the business. For example;

- the Company has completed six
acquisitions over the six months to
31 January 2007;

- restructuring and rationalising the
Company's manufacturing base;

~ there are currently a number of cost
saving initiatives being undertaken, such
as global sourcing of inputs; and

- during FY20086, the Company undertook
significant capital expenditure to
add aver 80 rigs to its base fleel and
to debottleneck and rationalise its
manufacturing footprint,

The Company believes there ara stil further benefits
io be darived from operating as an independent,
global driling business. This is expected to drive
growth in the medium term. Thase opportunilies are
described in further detail in Section 5.4.6.

Figure 5.6: Company history
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5.3.1 Recent acquisitions

Cver the six months 10 31 January 2007, Boanl
Longyear made six strategic acquisitions.

Four of the businesses acquired are basad in
Western Austratia (North West Drilling, DrillCorp,
Grimwood Davies and KWL) and two in the
Americas (Prosonic and Connors),

The acquisitions of North West Drilling, DriflCorp
and Grimwood Davies significantly expanded Boart
Longyear's presenca in the important Wastern
Australian mining industry, providing tha Compary
wilh an increased presence in surface driling,
particularly iron ore driling, and further exposure to
Majors such as BHP Billiton and Rio Tinto.

KWL designs and manufactures a range of
multfpurpose and dual tube reverse circulation rigs
which complement Boart Longyear’s sirong offering
of surface and undarground coring drilling rigs.

The acquisition of Prosonic provides the Company
with a base for international expansion of its sonic
driling capabilities and the acquisition of Connors
provides increased exposure 10 the leading Latin
American mining houses. There is potential for furthar
oparational efficiencies to be realised in FY2008 from
these acquisitions, following their integration into the
Group. For all the driling services companies recently
acquired by Boant Longyear, new rigs are planned to
be deployed to the businesses during FY2007.

54 Drilling Services division

541  Overview

Boart Longyear's Driling Services division
undertakes contract drilling work for the Minerals,
Environmental & Infrastructure and Energy industries.

The Driling Services division will operate a fleet
of over 1,080 drill igs by the end of FY2007 and
employs over 5,400 employess including rig
operators, driller's assistants, supervisors and
supporting staff,

The division provides its mining clients with earth
and rock cora, or rock chip samples in various sizes
al certain depths for mineral analysis purposes.

The division typically operates in the exploration and
davelopment stage and also provides drilled blast
holes for production mining purposes.

Boart Longyear's Driling Services division generates
the majority of its revenue from the Minerals Industry
but in recent years has also developed driling
capability for the non-mining Ervironmental &
Infrastructure and Energy industries.

Int the Environmental & Infrastructure Industry, Boart
Longyear's services Include the driling, installation
and servicing of monitoring and remediation wells
for ground water treatment and wells for fresh-
waler production, de-watering or brown (grey)
water injection. Geotechnical and construction
drifing services includs soit sampling and earth
improvement drilling solutions, such as micro-pile
and de-watering well installations.

In the Energy Industry, Boart Longyear provides
earth and rock core samples for analysis purposes,
as well as complated holes for the installation of
gas well casings and the instaliation of coal bed
methane wells.

Boart Longyear's Oriling Services division is
International Standard Organisation 14001
{Environmental) (SO 14001 and Occupational
Health and Safety Association Standard

18001 (Safety) {“CHSAS 18001") accredited. In
Management's experience, the Company's ISO
14001 and OHSAS 18001 accreditation is a
differentiating factor for Majors when selecting a
driling services provider and for the Company when
rying to attract skilled labour.

5.4.2 Competitive strengths
Key competitive strengths of Boart Longyear's Drilling
Services division include its:

global reach providing a platform to
support its longstanding relationships with
its global customer base;

- integrated business model providing access
to equipment and consumables 1o enhance
driling productivity;

- ability to provide a full suile of drilling services
to its global customer base;

- scale and access to capital enabling it to
make acquisitions {o further consolidate
Bearl Longyear's market position; and

- industry leading safety and training regime
which is a key focus of the Majors and is
critical for attracting skiled employees.
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543 Global presence

Boart Longysar’s Driling Services division operates in
30 countries across North America, South America,
Asla Pacific, Europe and Sub Saharan Africa, with an
intermational network of more than 50 zone locations
that maintain and mobilise equipment close to key
geographic markets. To extend its service offering

to remote locations, Boart Longyear also operates
fy-in-fly-out rigs and driling crews to provide driling
services in remote areas without the need for
significant capital investment in infrastructura.

544 Minerals Industry (~70% of FY2007 Driling
Services revenue)
Boart Longyear has established a clear leadership
position in the key Minerals Industry driling services
markets of Australia, Canada and the United States,
of which Management estimate US$1.0 bilion was
spent on drilling services in FY2006. The Company
is also the leader in the Minerals driling services
markst globally wilh an estimated 179% share of the
US$2.5 billion global Minerals Industry.

Boari Longyear's revenue is diversified across all
stages of mining, as well as commeodities.

Approximately 70% of Boart Longyear's total drilling
services revenues are derived from contract drilling
work for mining companies globally, predominantly
for the exploration, development and praduction of
gold, copper and other base metals. Other Minerals
Industry reverwue is derived from drilling in respect
of other commodities including diamaonds, platinum
group metals and uranium,

Approximately 75% of the Company's Mingral
Indusiry revenue is derived from the development
and production stages of mining operations, which
arg less impacted by fluctuations in commodities
prices than the exploralory stage.

545 Non-mining applications - Environmental
& Infrastructure and Energy industries
{~30% of FY2007 Drilling Services revenue)
Boart Longyear has diversified ils revenue base over
the past several years through selective expansion
inte high growth nen-mining industries. Growth
initiatives have included expansion of its provision of
driling services fo the Environmental & Infrastructure
{including the environmenta!, water, construction and
geotechnical segments) and Energy (including the
oil sands, oil shale, gas well pre collars and coal bed
methanes segments} Industries.

Environmental & Infrastructure

Boart Longyear's environmental driling services are
focused on soil and ground waler contamination
issues. The Company is the market leader with

a market share of 17% in the United States
environmental dnilling industry and is well positioned
in this segment by its sonic drilling capabilities. Boart
Longyear is the leader in scnic drilling, a specialised
and growing technology.

Boart Longyear's water driling services are focused
on tha US$1.9 bilfion fresh water drilling industry in the
United States. These services include the driling and
construction of waler wells, and are supplemented

by well pump rehabilitation services. Additionally,

the Company constructs wells for ground water
injection and recharge, a senvice that is expected

to experience increased demand, particularty in
coastal regions where depleted aquifers are at risk

of contarnination from salt water intrusion.

Figure 5.7: Drilling Services FY2007 Minerals
Industry pro forma revenue by mineral

—= Gola 8%
c—=r Other basa metals 25%
C=za  Other mining 20%
mmm  Copper 14%
ion om 5%
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Figure 5.8: Drilling Services FY2007 Minerals
Industry pro forma revenue by mining phase
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At present, Boart Longyear's presence in the
construction and gectechnical drilling segment of
the Ervironmental & Infrastructure Industry is Emited.
Howaver, Boart Longyear believes there are a range
of growth opportunities in this segment. These
opporiunities are expected to be realised through
the development and application of innovative sonic
drilling techniques and, where appropriate, via
sirategic bolt-on acquisitions.

Energy

The energy driling services provided by Boart
Longyear involve the exploration and exploitation of
non-cornventional enengy sources such as ofl sants,
¢il shate and coal bed methane. Boart Longyear
does not drill for conventional il or gas, but does
provide specialised gas well pre coltaring services.

Boart Longyear provides earth and rock core
samples for analysis purposes, as well as completed
holes for the installation of gas well casings and the
installation of coal bed methane waells., '

Due fo growing hydrocarbon consumption and
uncertainty surrounding the supply of existing
resources in the Middle East and Venezuela, major

oil and gas companies and utilties have sought to
expand their access to new energy sources, Such
activity has included the exploration and exploitation of
non-conventional energy sources, such as Canadian
il sands (from which oil can be extracted), geothermal
energy sources and coal bed methane, providing a
major growih opportunity for Boart Longyear,

546 Key customers

Boart Longyear's customers in the Minerals tndustry
are predominantly major blue-chip gold, copper and
other base metals miners, with sulficient capital to
ensure sieady exploration driling budgets in addition
to continued development and production activity.
Majors are forecast to represent more than 40% of
the Company's Minerals Industry driling services
retated revenue in FY2007. Management estimates
that no one customer accounted for greater than 7%
of the Driling Services division pro forma revenues
in FY2006 and the Company's largest customer
accounts for approximately 4% of tolal Company
revenues.

The continued consolidation of mining companies,
such as BHP Billiton's takeover of WMC Resources,
provides Boart Longyear with an opportunity to be
a single source services provider 1o large mining
companies who prefer to have a focused program
of supplier selection. Boart Longyear’s size, broad
geographic footprint and strong regional presence
enable it to provide the volume of services required
by global participants and meet the safety standards
required by these customers.

Key Driling Services division customers include;

- Anglo American

- Barrick

- BHP Billiton

- Companhia Va'e do Rio Doce
- De Beers

- Newcrest

- Newmont

- Phelps Dodge

- Rio Tinto

- Xstrata

The Company's customers in the Environment

& Infrastructure Industry are generally municipal
councils and water contractors. The size of these
customers is generally small with Boarl Longyear
having no major individual customers.

54.7 Equipment

Boart Longyear's drill rig fleet is the largest fleet
operated by a drilling services company in the world,
having increased substantially from 728 in FY2003
to an expected fleet of over 1,080 rigs by the end

of FY2007. The Company wil add 77 rigs toits

fteet during FY2007, eamings from which will only

be recognised as they are deployed into the field
throughout the year. The aggregale annual revenue
upfift from thesa rigs will be seen in FY2008.

This increasa in the number of rigs has not
adversely affected the rig assignment rate. A

drill rig is considered to be assigned if it is either
scheduled to go to a project or is in use on a project.
The Company's assignment rate has improved

from approximately 70% in FY2003 to a lorecast
assignment rate of over 80% in FY2007.

The improvernent in assignment rates is attributable
to both the strength of the globa! Minerals Industry
and to the Company’s new global focus on ensuring
that rig assignment is optimised across regions.

Boart Longyear's drilt rigs range in size from small
underground pneumatic drils costing approximately
US$25,000 to large diameter rotary rigs that cost in
excess of US$4 million,

The operational life of a drill rig varies greatly.
Underground rigs depreciated over a five year period,
whilst surface core rigs are depreciated over 10 years
and rotary rigs over 12 years. Boart Longyear has
developed equipment-specific maintenance programs
which result in some drill rigs lasting well in excess of
their depreciable life, and ofien over 20 years.
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54.8 Contracts profile

A typical driling contract specifies the depth of
drilling required, the duration of the project and

the scope and conditions of work. Customers are
typically charged on a rate per-metre drilled basis.
Profitability is therefora a function not only of price,
bult also productivity, which is driven by the drilling
method, technology, efficiency of the equipment and
skilt and expenence of the drill operators.

Management estimates that the Company enters
into approximately 6,500 contracts per yoar, with
no contract expected to represent more than 3% of
FY2007 Criling Services division pro forma revenue.
The majority of the contracts undertaken by the
Drilling Services division are short term in duration,
which is in line with industry standards.

In the Minerals Industry some mining explaration
stage contracts are as short as thres months,

but mining production stage contracts are

generally longer and typically last up to 12 months.
Approximately 75% of FY2007 Driling Services pro
forma revenue is either under framework agreements
or considered by Management to be highly probable,
giving the Company high eamings visibility at the
beginning of each year.

Despite their relalively short duration, Minerals

Industry driling services contracts are generally
reviewed annually following a negotiation or re-bid.

In the case of exploration stage contracts, such work
is often renewed or extendsd to the completion of
the project following a successful strike or discovery.
I such cases, and particularty on the more remote
conlracts, mining companies will often prefer to
leave the incumbent drilling services contractor on
site to continue drifing so that the project continues
with minimal disruption and the mobilisation and
demobilisation costs are kept to a minimum.

In the Environmsntal & Infrastructure Industry,
driling services contracts are shorter in duration,
generally lasting between a day and four months.
An environmental driling services contract does not
generally extend beyond four monihs.

In the Energy industry, the scope of work terds to be
larger and contract duration is typically three to six
months but can extend up to 12 months.

Boart Longyear has a strong track record of contract
rengwal underpinned by the Company’s:

- integration of its drill operators with the
operations of the mining company;

increasing access to the exploration and

production planning schedules of the Majors;

leading safety performance and resource
availability; and

- focus on a diversified blue-chip client base.

Tenders for contracts are managed al Boart
Longyear's regional offices. Only certain managers
are pre-approved to submit bids for contracis.
Additionally, the contract managers have a
predefined bid limit, above which they must seek
general management approval and written sign-off.

Figure 5.9: Drilling Services number of rigs

oo Number of rigs (year end)
Note: Includes rigs acquired with the Acquired Businessas

12
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549 Safety and risk management

A crucial consideration for mining companies in the
selection of driling service providers is safety track
record. Boart Longyear has established a reputation
as an industiry leader in the application of safe
operating practices and products which provides a
competitive advantage when bidding for customer
contracts.

Boart Longyear has achieved year-on-year industry-
leading safety performance. The Company's Total
Case Incident Rate (TCIR)YLost Workday Cass
Accident Incident Rate (LWCAIR) is B3% below

the United States mining industry average which
demonstrates the Company's superior injury incident
rale performance.

Boart Longyear is focused on effectively managing
safety performance and building a solid safety
culture. Quantified hazards and risks drive goals,
awareness {evels and provide the Company with a
competitive advantage by enabling it 1o support the
Company's growth strategies saiely.

The Company’s focus on improving safety has
avoided significant costs being incurred through
accidents and resulted in more efficient operations.

5.5 Products division

551 Overview

Boart Longyear's Products division manufactures
and sells coring tools, driling capital equipment,
percussive tools, mining capital equiprment

and products for the construction and stone
industries. These products are used in the Minerals,
Environmental & Infrastructure and Energy Industries.

Coring 100ls developed, manufactured and
distributed by Boart Longyear include diamand
coring bits, drill rods with patented joint technology
and sophisticated wirgline cora axiraction systems
with patented technology. The division also
manufactures diamond consumable products for the
natural stone and construction industries globally.

Boart Longyear is a recognised leader in the supply
of driling products to the Minerals Industry and
particularly in the provision of dedicated surface
and underground coring rigs and bits used for
surface mineral exploration and underground
mineral production.

The majority of the division’s products are sold to
driling services providers. Management estimates
tha! approximately 15% of the Products division's
manufacturing output is used by the Company's
Drilling Services division.

Figure 5.10: Lost workday case accldent
incident rata*
3

2002 2003 2004 2005 2006 2007
Year to date
---  Boart Longyear actual iglobel operations)
Unitad States Mining Incustry
{includas producers and service providers)

Source: Management astimates based on industry data

Note:

Rate is caicutated a3 the number of cases (accidents) times 200,000
divided by the actual number of hours workad, Tha 200,000 figure
represents an averape size company employing 100 empioyees, al
working 2,000 hours per year.
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Boart Longyear's extensive experience in the driling
industry has enabled it to build a comprehensive
offering of driling products. No other competitor
offers such a broad and technologically advanced
product range for mining driling applications. A
significant part of whal drives Boart Longyear's
Products division's technological leadership position
is the relationship between the Company’'s two
divisions. For example, Boart Longyear designed its
patented RQ™ coring rod based upon direct input
from its drill rig operators. The RQ™ patented thread
design withstands greater stress than all previousty
avaitable coring rod designs, enabling driling of
substantially deeper holes. The Products division
receives direct feedback from the Driling Services
division on drillers’ experiences in using the producis
in the field. This knowledge is than used to develop
new or improved products that are tested by the
Driling Services division's field crews.

The Products division also operates a network of
13 distribution outlets (DrillStores) across the United
States. These stores are a direct wholesaler and
distribution centre for all types of driling supplies
used by drilling services providers. Approximately
40% of the DrillStores' sales are Boart Longyear
manufactured products.

55.2 Competitive strengths
Key competitive strengths of Boart Longyear's
Products division include its:

- increasingly efficient production underpinned
by expansion of capacity in lower cost
countries;

- product innovation as a result of feedback
and insight into customers’ needs provided
by the Drilfing Services division;

- market leading positions. For example Boart
Longyear is the rmarket leader in surface and
underground coring rigs and in sonic driling
technology; and

Figure 5.1%: Prqducts,division manufacturing footprint . : N
: I . . i
[ . . !
Eiterteld
North Bay -
Canada AW . -
A ® Mississauga . “g‘o"lg‘ad‘” Y
Salt Loke City Canada o
United Stales '
. A®
Wi
China
” Chamdor
Smlr:‘l\rrm Ca'rdl!f
A Perthm Aus;rala
Roodepoon Austrafa AN
South Alrica Adetaide
Austrakia
A ] L [ ]
Coring tools Drilling capital equipment Mining cepital aquipmenl Percussive tools
Diamond bits Surlace/underground coring rigs  Underground Drill rigs Parcussive bits and rods
Rods and casings Gootoch rigs Load-hauw-gump machines Couptings and shanks
Core barrels Ulility vehicles Preumatic rockanlls

RC/multipurpass rigs

Note: Limited percussive and coring products manufacturing ang assembly facility in Zimbabwe
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- longstanding relationships with biue ¢chip
customers.

At present, the lead time within the industry for
non-Boart Longyear manutactured drilling rigs is
6-12 months. Howsver, the Company’'s Products
division can provide rigs within three rmonths which
is a direct result of Boart Longyear's recent capacity
additions.

553 Global presence

Boart Longyear's global footprint currently consists
of 11 manufacturing facilities, located in Australia,
Canada, China, Germany, Poland, South Africa and
the United States. The Company has significantly
increased its capacity to meet the growing demand
for its products as displayed in Table 5.2.

The Products division has a global sales network
with 38 sales offices in 22 countries in addition to
its manufacturing operations.

The Products division has recently undertaken three
major restructuring projects, generating significant
annual savings. These restructuring measures are
focused on reducing the facility footprint, increasing
scale efficiencies and returning focus to Boart
Longyear's core drilling-related products offering.

Boart Longyear has established low cost
manutacturing facilities in Wuxi, China and
Wroctaw, Poland. These preduction facilities are
primarily responsible {or production of high volume,

554 Sales, marketing and distribution

The Products division's sales are made either directty
to the end user or through distributors who then
on-seli to end users. In regions where sales volumes
are large, individuals may have product-specific
sales responsibility, whereas in smaller countries

and regions, sales efforts may be the responsibility
of one individual.

Distribution methods vary depending on the type of
product and custorner, Large-scale products such
as drill rigs are delivered direcily to the end-user.

For other tools, equipment and consumables, Boart
Longyear operates three regional warehouses in
Canada, Singapore and The Netherlands which have
been outsourced to third party logistics companies.

The Products division also targets the drilling
wholesale/distribution sector for energy,
environmental, waler, construction and geotechnical
drilling through its DrillStore operations in the

United States. The industry is highly fragmented with
no competitor estimated to have more than a single
digil market share.

5.5.5 Key customers

The Products division has a diversified customer
base, the majority of whom are driling contractors
{including Boart Longyear's Driling Services division)
and mine operators.

Key Products division customers include:

standardised products, and have sufficient capacity - Advisor Drilling
for productlon 1o be expandad in the future. - Bradley Driling
Production of sophisticated assembly products - Major Drilling
continues to be underiaken regionally depending - Layne Christensen
on the driling and geological requirements of the - Connors (Canada)
region, For example, dual purpose core driling/
dual tube reverse circulation drilt rigs for use in
the iron ore industry are manufactured in Perth,
Western Australia.
Table 5.2: Manufacturing capacity increases
Actual/
Increasein expected
manufacturing completion
Facllity Product output date
Wuxi, China Percussive tools ~75% 31 March 2007
Wroclaw, Poland Drilling capital equipment ~-50% 31 May 2007
North Bay, Canada Rads ~55% 31 March 2007
North Bay, Canada Driling capital equipment 65% 31 December 2006
S o —————
Sall Laks City, United States ~ Diamond bits "3 March 2007
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56 Employees

Boart Longyear currently employs over 7,800 staff:
approximately 5,400 in the Drilling Senvices division
and approximately 2,000 in the Products division,
with the balance in the Company’s corporate and
operational head offices.

Table 5.3: Boart Longyear employees by region

Sub
Asia Saharan
Americas Pecific Africa  Europe

Drilling
Services -60% -30% -~10% < 1% -5400

Coporate ' 400 ¢ _ d Polan
- is a non-union manulacturing facility.

Total  -50%  -20% -18%  -3% 100%

5,61  Drilling Services division

Given current drilling services industry labour
shortages, attracting and retaining skilled employees
is a key priority of the Company's Driling Services
division. Boart Longyear leverages its global
presence, markel position, safety record, growth
opportunities and focus on talent development to
attract and ratain the best employees.

Driling Services field employees are typically
employed on a contract basis. Employees are
generally regionally based such that they can provide
driling services 1o the surrounding geographic areas.
However, many employees have the flexibility within
Boart Longyear to move geographically to locations
in which major new driling senvices contracts have
been awarded.

The skil level, and the subsequent training time
required to develop safe and efficient operators, is

dependent on the type of driling services conducted.

Shallow core and percussive holes are not as
lechnically challenging as deep, large diameter holes
drilled with either care or rotary systems. The training
time for less technical driling can be six months,
whereas for more complex drilling it can take up to
two years. Training is provided at Boart Longyear’s
training facilities in the United States, Canadta, South
America, Asia Pacific region, South Africa and
Europe and further training is provided in the field.
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5.6.2 Products division

Boart Longyear's Products division employs
approximately 2,000 stafl. The division's
manufacturing employees have typically been hired
on a full or part time basis with training provided on
the job.

Boart Longyear's Mississauga, North Bay and
Roodepoort facilities have unionised labour forces.
The Company has developed good relationships with
these unions through ongoing communications with
union leadership and effective collective bargaining
agreements. Other Boart Longyear locations that

« have individual members that are involved in unions

but do not operate as a collective include Adelaida,
Cardiff, Wuxi, Germany, and Poland. Salt Lake City

5.7  Growth opportunities

Boart Longyear was sold by Anglo American

in 2005, Since that time, the Company has
undergona significant operational restructure with
substantial investment in the Company's expansion.
Management has identified a range of growth
opporiunities which are expected to drive the fulure
growth of Boart Longyear.

571  Global account management

-In mid FY2008, Boart Longyear commenced

initlatives to increasa its share of the drilling services
and products expenditure of current Major mining
customers. These initiatives include dedicated
refationship and account managers, global pricing
initiatives and sole-source provider agreements.

It is intended that customers will benefit from

thesa initiatives through guarantee of supply and
quality, standard contract terms, congistent use of
experienced crews and sale drilling practices.

Global account management will enable Boart
Longyear 1o re-allocate rigs 1o customers who
periorm a higher proportion of development and
production driling, which will provide more stable
work over time and increased exposure to the less
cyclical exploration expenditure of the Majors. Global
account management is also expected to provide
geographic expansion via contracts with mining
houses in new geographies where Boart Longyear's
market share is below its global average.
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The response of customers to the initiatives has been
sufficiently positive that Boart Longyear has had to
slow the global account managemant program
roll-out in FY2007 so that it can focus on delivering
on its valus proposition to customer accounts

that have already been targeled. As capacity

grows, additional kay account relationships will

be developed.

The Comparyy has achieved a sizeable increase in
driling income directly resulting from key account
management, Management is targsting a 50% share
of the Majors’ driling expenditure. The Company’s
global account management initiative is of increasing
importance, given the consolidation of the mining
industry led by the Majors and the lower volatility of
Majors' exploration driling spend.

57.2 Global sourcing

As a subsidiary of Anglo American, Boart Longyear
was managed on a regicnal basis and did not
coordinate purchasing on a global basis, Boart
Longysar established a global team for the sourcing
of material inputs into its manufacturing processes
10 achieve discounts and better leverage the
Company's buying power in the second quarter of
FY2006. Since then, Management has implemented
centralised purchasing and improved inventory
management for key inputs including steel, machinad
parts, drilling fluids, telecommunications services
and PVC. To date, the program has focused on a
relatively small number of key inputs. Managemeni
intends to expand the list of inputs upon which the
program is focused and believes that further savings
beyond those currently forecast should be possible in
the future. The folowing table describes the process
undertaken in relation to key saving initiatives.
Management estimates achieving further sourcing
savings in FY2007.

Table 5.4; Sourcing savings realised

Saving reallsed on; Process undertaken:
Rig assembly Negotialed savings
{contract manufaciurer)
Drilling fhid Supply base rationalisation
Logistics Negotiating and outsaurcing
Travel Consolidated arrangemants
Move to low Qualifying suppliers in China
cost supplier {Chinal  as second source materials
Further logistics o Renegatiating contracts
savings

Power transmission Consolidated volume

quoting

5.7.3 Restructuring and facility utilisation

The Company has undertaken a comprehensive
restructure and rationalisation of its global
manuiacturing footprint aimed at improving
manuiacturing efficiency. The key aspect of the
rationalisation program is 1o increase capacity al
lower cost locations and rationalise facilities in higher
cost locations.

Management has closed four facilties in Europe

and South Africa bringing the total down to 11
facilities. For example, the Company previcusly
operated three separate facilities in South Africa, that
have now been consolidated into tha Roodepoort,
South Africa tacility. Further, the Company is in the
process of moving the manufacturing of shanks {rom
Mississauga, Canada to its lower cost facility in Wuxi,
China. The capacity of the lower cost facilities of
Wuxi, China and Wroclaw, Poland will be increased
by 75% and 50%, respectively from the end of the
first quarter of FY2007.

Figure 5.12: Products manufacturing capacity
increass during FY2006 and FY2007
100
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Boart Longyear has also undertaken to improve
manufacturing facility throughput. A program to
debottleneck all facilities has been implemented and
its rollout will continue in FY2007 and FY2008. This
has rasulled in increased manufacturing output for
all major progucts.

The Company now outsources the assembly of

a targe part of certain rigs. This provides Boart
Longyear with additional manufacturing flexibility
and the ability to concentrate on other areas of the
manufacturing process and reduce the labour costs
necessary for the assembly of rigs.

In the long term, Boart Longyear will further review
its manufacturing footprint and consider relocating
mare production facilities to lower cost regions such
as China and Eastern Europe.

574 Increased market share in
high growth markets
Boart Longyear is focused on expanding its driling

services operations in emerging markets.

For example, Boarl Longyear currently captures

an approximate 20% share of the Canadian oil

sands exploration drifling services industry and
Management intends to grow its market share by
strengthening relationships with the major oil sands
producers and capturing an increased proportional
share of new driling opportunities. Additional rigs
waerg put in place and ulilised for this purpose in early
FY2008. The Canadian olt sands industry is jorecast
to grow by 24% in FY2007.

The Company is also ptanning to leverage its drilling
expertise to enter industriss in which Boart Longyear
has either a modest or no presence such as coal
bed methane, construclion and geotechnical industry
segments. The Company estimates that these
markets represent a significant revenue opportunity
tor the Company.

Figure 5.13: Canadian oil production -
conventional v oil sands
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Source: Management aslimates based on industry data
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575 Geographic expansion

Boart Longyear has identified the opportunity

to expand the Drilling Services division into key
geographies where the Company has mited
presence and/or sustained high market growth is
anticipated. Management has identified Chile, Peru,
Mexico, Argentina, Russia, the Democratic Republic
of Congo and China as key geographies, with
substantial new mining capacity already beginning
to appear in these markets. Such geographic

entry or expansion is likely to ogeur in conjunction
with several of the Company's initiatives, including
acquisitions and global account management.

576 Acquisition led expansion

The fragmented nature of both the drilling services
and products industries provide Boart Longyear the
opportunity to consofidate these markets, lo expand
geographically and 1o enable rapid entry into new or
recently entered industries. The primary goals of this
acquisition stralegy are to develop strong regional
positions in the driling services business and to
enhance of the Company’s globa! offering in the
drilling products business.

As & global leader and the only integrated participant
in the global driling services and products industry,
Boarl Longyear has the access to capital and
industry knowledge to lead the consolidation of

the market.

TG, ety
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= Primarity for - Pool ol well rained - Under explored
Ermvironmental & workers and long dua to political,
Infrastructure and mining history requlatory and

Enerqy Businesses — Offers unaxpioited
geology

social issues

Russia China Australia

- Expecledtobea - Chinalsthe world's - Acquisition plan

majer source of largest producer identified and
ming growlh of coal and the executod
largest consumer - Environmental 3
of key metals Infrastructure and
Energy diiling
opportunities

79




Page 85 of 201 Docld: 021680701 ACN :123 052 728

5 BOART LONGYEAR OVERVIEW

The Camparty has a track record of successfully
integrating acquisitions. Once businesses are
acquired, Boart Longyear Implements a targeted
Integration strategy focussing on management
capabilities and operational efficiencies of the
business. In the case of the acquisitions the
Company has made in the six months to January
2007 (refer to Section 5.3.1), the Company wil
seek to retain key management of the acquired
husiness and selectively recruit to fill any gaps in
the management team, Boart Longyear will then
implement standardised managsment tools and
processes in corporate functions such as human
resources, accounting, forecasting and budgeting,
environment and gccupational health and safety.

Most significantly, as many acquired companies

are relatively smell and capital constrained, Boart
Longyear will typically inject capital into acquired
businesses to fund growth. For example:

- Boart Longyear acquired Lang Exploratory
Drilling in the early 1980s. Through capital
investment, the Lang business has grown
{rom US33 miillion annual revenue to over
USE100 million per annum in revenue while
diversifying into water and energy driling
services; and

- the Company has mada significant
investment in erwironmental drilling services
in recent years, by acquiring Wisconsin
Test Diiling, Northstar Driling, D.L. Maher,
Geotech Explorations Inc, and Holt Driling
in the United States. Through a program
of capital investment that included adding
rigs and other ancillary equipment to these
businesses, Boart Longysar has succeaded
in establishing a leading position in the
United States environmental driling sector.
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In addition to the Company’s six recent acquisitions
the Company continues to consider various
acquisition opportunities, none of which at the

date of this Prospectus is sufficiently advanced

for inclusion,

Boart Langyear has been and will continua pursuing
its acquisition strategy on a global basis. The choice
of future acquisition largets will be driven by targets
of strategic interest that provide a quicker and more
profitable route 10 new markets, new customers or
new technology than might be possible through a
strictly organic strategy. The Company will focus

on acquisitions in developing countries such as
Russia, Latin America and parts of Africa and the

Environmental & Infrastructure and Energy Industries,
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6.1 Introduction

There are a number of factors, both specific to Boart
Longysar, and of a general nature, which may affect
the future operating and financial performance of
Boart Longyear, its investment returns and the value
of its shares. Many of the circumstances giving rise to
these risks are beyond the control of Boart Longyear,
the Directors and the Senior Managsment Team.

This Section describes certain specific areas that
are belleved to be the major risks associated with
aninvestment in Boart Longyear. Each of the risks
described below could, if they eventuate, have

a material adverse effect on Boart Longyear's
operaling and financial performance and its ability
to pay dividends.

Prospective investors should note that this Section
is not an exhaustive list of the risks associated with
an investment in Boar! Longyear and it should be
considered in conjunction with other information
disclosed in this Prospectus,

6.2 Risks specific to Boart Longyear

and the drilling industry

6.21  Mineral commodities price cycles
Demand for drilling services and products depends
significantly on the level of mineral exploration

and development activilies conducted by mining
companies. Industry experience indicates that when
commodities prices fall below certain levels, mining
axpenditure declines in the following 12 months.
There is a risk that a significant, sustained fall in
commodities prices could substantially reduce
future mining expenditure particularly in retation to
exploration, leading 1o a decline in returns to Boart
Longyear, which may have a maternial adverse effect
on its financial position. The Company is assuming
in its forecasts that current commaodities markel
conditions will persist throughout the forecast period
and in particutar, that the gold price remains above
Management's estimated point of inelasticity.

Commodity prices are volatils. As a result of strong
demand across the Minerals Industry, the price

of gold and many base metals are at historical

high levels. :

Current commodities market conditions have led
lo increased supply of drill rigs to the market. In the
event of a decrease in demand, the market may be
oversupplied with rigs which may result in pressure
on drilling services contractors’ margins, driling
volumes and the sale of new rigs.

A faltin commoadily prices may decrease equity
market support for listed mining companies,
particularly Juniors. This could result in mining
companies finding it difficult to raise additional
equity capital to fund their exploration activities and
conseqguently their spending on drilling sarvices.

At times of decreased demand for driling services,
smaller competitors may be able to better compete
on price, due to their fower overhead costs, and gain
market share from Boarl Longyear.

6.2.2 Operational restructure and

intermal controls
The Comparny has undergone significant
restructuring over the last two years, including
relocating the Company’s operational head office
from Johannesburg, South Africa to Salt Lake City,
Utah, United States, implementing a global sourcing
policy, rationalising its manufacturing foolprint and
undertaking a number of acquisitions. The rapid
transformation of the Company may adversely affect
the performance of the business.

In addition, Boart Longyear is still building an intemal
control environment suilable for a listed, giobal
compary in the context of its rapidly changing
operational structure. If the Company is unsuccessiul
in establishing adequate levels of controls it may
impact on the Company’s operational and financial
performance, as well as its financial reporting and the
accuracy of its public disclosures.

6.2.3 Competition

Boart Longyear may lose business to its competitors
it it is unable to demonstrate technical competence,
competitive pricing and reliable performance to

its customers. Boart Longyear faces significant
competition and a large part of the driling services
business is dependent upon obiaining work through
a competitive bidding process. In the drilling services
business Boart Longyear competes with several
large drifiing companies and many smaller firms

on a local or regional level. Competition may place
downward pressure on contract prices and profil
margins and presents challenges for mainaining
strong growth rales.
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The threat of increased competition in the driling
services or products markets may adversaly
alfect Boart Longyear's current market share and
plans for future growth, The fragmanted nature of
Boart Longyear's markets provides opportunities
for competitors to consolidate, which may
reduce the scale advantage that Boart Longyear
currently enjoys,

Additionally, the capital cost to acquire drilling

nigs is relatively low, enabling existing competitors
to expand and new competilors to enter the
market. This exposes Boart Longyear to the risk

of reduced market share and scope for geographic
growth as well as lower price and margins {rom its
existing business.

6.2.4 Recent acquisitions

The integration of Boart Longyear's recent
acquisitions has only recently commenced. Through
the acquisitions, Boart Longyear may be exposed to
business risks or liabilities, including environmental
liabilities and regulatory breaches, for which Boart
Longyear is not fully indemnified or insured. The
integration of systems, equipment and personne!
may influence the success of the acquisitions,

Any issues arising from integration of the acquired
businesses may require significant management,
financial or personnel resources that would otherwise
be available for ongoing development and expansion
of existing operations, If this happens. it may have a
material adverse effect on the operating and financial
performance of Boart Longyear.

Expansion into new geographies via acquisitions
{and organically) also brings additional geographic
and currency risk. Some of the key locations targeted
for growth by Boart Longyear are undergoing
industrialisation and urbanisation and as such do.
not have the economic, political or social stability that
many developed nations now possess. Thera Is a risk
that the operations, assets, employees or repaltriation
of revenues could be Impaired by factors specific to
the regions in which Boart Longyear operates.

6.2.5 Adverse foreign exchange movements

A significant proportion of Boart Longyear's revenue
is denominated in currencies other than the US
dollar. The currency of countries in which Boart
Longyear operates may be subjec! to fluctuation,
which may negatively impact on Boart Longyear's
raported financial parformance.

6.26 Inabiity to identify and execute
acquisitions

Boart Longyear intends to selectively pursue
acquisitions of businesses to complement its organic
growih. However, there can be no assurance that

it will be abla to identify suitable candidates for
acquisition at acceptable prices, obtain adequate
funding te proceed, or successfully execute
acquisitions and integration of these targets. In
addition, Boart Longyear's future acquisitions may
subject it to unanticipated risks or liakilities, or disrupt
its operations and diverl management's altenticn
{from day to day operations.

6.2.7 Instability in certaln countries

Some of the countries in which Boart Longyear
operates or has targeted for growth have experienced
political and or economic instability i the past and
may be subject to risks beyond the Company's control,
such as war or civit disturbance, political, social

and economic instability, corruption, nationalisation,
expropriation without fair compensation or cancellation
of contract rights, significant changes in government
policies, breakdown of the nula of law and regulations
and new tarifis, taxes and other trade barriers. if
acdverse events occur in such countries, there is a risk
that tha foreign operations or repalriation of revenues
could be impaired or assels or employees adversely
affected.

6.2.8 Customer contracts

The majority of Boart Longyear's customer contracts
tend o be reasonably short term and/or subject to
cancellation by the customer upon short notice with
limited or no damages payable to Boart Longyear.
There is a risk that contracts may not be renewed or
may be cancelled, potentially impacting the financial
performance of Boart Longyear.
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6.2.9 Skilled labour shortages

Boart Longyear's ability to remain productive,
profitable and competitive and to effect its planned
growth initlatives, including increasing the number
of driling rigs in operation, depends on its ability to
attract and retain skilled workers,

Tightening of the labour market in key regions due
to a shortage of skilled workers, combined with a
high industry turnover rate and growing number

of competing driling service providers, may inhibit
the Company's ability to hire and retain employees.
Additionally, raising rates paid lo drillers and drift
hands poses a risk to Boart Longyear's margins if
il is unable to pass on such higher costs through
price increases.

6.2.10 Business systems

Control of Boart Longyear's business systems,
Including information technology, finance, accounting,
human resources, marketing and contracts systems
may ba compromised as the business continues its
Iransitions to a global business and new companies
are acquired. As many of these functions must be
undertaken regionally, the coordination ot these roles
through integrated systems and head office oversight
Is paramount to the ongaoing success of Boart
Longyear. To address this issue, new financial and
operating systems have been implermented in most
regions. These new systems are designed Lo improve
the business operations and management oversight.
However, as it is earty in the implementation of a
number of these systems, there may be a level

of business disruption during the initial stages of
imptementation.

In addition, there is a risk that the new financial
systems may not work as planned, and that the
Company may not derive the intanded benafit from
them, which may adversely impact the Company's
business operations and financial planning.

6.2.11 Consltraints on manufacturing

Boarl Longyear’s strong growth, combined with the
rationalisation of manufacturing facilities, has placed
pressure on ils driling products manufacturing
capacity. A number of facility expansions and
productivity improvements have been implemented
with the current capacily expansion program
underway. Any delays in further capacity expansion
may constrain the Company’s ability to capture
additional volume. This may reduce the revenues of
Boart Longyear's driling producis business and/or
impact the abilily of Boart Longyear to mest the
demands of its growing driling services business,
either of which may adversely affect the earnings and
financial performance of Boart Longyear.

84

6.212 Supplier retationships and rig deliveries
Boart Longyear relies on key supplier relationships, to
significantly recluce the backlog time for drill rigs and
coring tools. Any changa in key supplier relationships
could cost Boart Longyear this competitive
advantage and may adversely aftec! the earnings
and financial performancs of Boart Longyear, The
Compary's expansion plans partly rely on the
addition to its drill rig fleet of 77 rigs in FY2007,

with the weighting towards the first halt of FY2007.

A significant delay in delivery or time lag between
defivery and despaich to the field beyond the three
months Directors have allowed for, or a failure to
deliver the additional rigs, may have a material
adverse effect on the financial position and operating
performance of the Company. The delay or inability
of suppliers to supply key manufacturing Inputs such
as steel may delay manufacturing of products and
rigs that may adversely aflect the financial position

of the Company's business.

6.213 Non-mining expenditure

Non-mining expenditure includes Environmental

& Infrastructure and Energy drilling. Most of these
markets are driven by governmental regulation
and spending. As a result, revenues and earnings
generated from these markets tend {o reflect
growth in GDP rather than beling comrelated with
the commodities price cycle. A downturn in
general economic conditions or productivity of the
economy may reduce the income earned from the
Environmental & Infrastructure and Energy markets.

6.2.14 Operational risks and liability

Risks associated with drilling include, in the case of
employees, personal injury and loss of life and, in
the case of the Company, damage and destruction
to property and equipment, release of hazardous
substances to the environment and interruption or
suspension of drill site operations due to unsafe drill
operations. The occurrence of any of these events
may have an adverse effect on Boart Longyear,
including financial loss, key personnel loss, legal
proceedings and damage to the Company’s
reputation. In particular, Boart Longyear's customers
are placing an increasing focus on occupational
health and safety and a deterioration in the
Company's safety record may result in the loss

of significant customers,
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Additionally, warranty and indemnity provisions in
Boart Longyear's driling services contracts leave
Boart Longyear exposed to substantially all of

the risk and liability associaled with the services
performed under such contracts. Whila Boart
Longyear maintains insurance to cover losses

and claims arising out of the performance of its
driling services, such insurance may not prevent a
material adverse effect on the financial position and
operating performance of Boant Longyear by such
losses or claims.

6.2.15 Regulatory

The drilling industry is highly regulated by
ervironmental, health and safety regulations

which coutd have material impact on the functioning,
financial stability and future eamings potential of
Boart Longyear.

To the extent that the Company fails to comply with
laws and regulations, it could be subject 1o monetary
fines, suspension of operations or other penalties.

In addition, fegislation and regulations aifect the
Company's mineral exploration customers and
influsnce their decision whether to conduct mineral
exploration and development.

6.2.16 Taxation

The Company's effective pro forma ax rate for
FY2007 is assumed to be approximately 32%. The
refative proportion of total profit that the Company
earns in each offshore jurisdiction may change,
particularly as a result of acquisilions. This would
result in the Company's effective tax rate changing.

6.2.17 Business interruptions

Significant business interruption as a result of natural
disasters, unsiable weather conditions, unstable
service sites, regulatory intervention, delays in
necessary approvals and permits or product inpui
supply bottlenecks may reduce Boart Longyear's
ability to complete drilling services contracts and
manufacture products resulting in performance
delays, increased costs and loss of revenue.

6.3 General risks

6.3.1 General economic conditions

The operating and financial performance of Boan
Longyear is influenced by a variety of gensral
economic and business conditions, including
inflation, interest rates and exchange rates, access
10 debt and capital markets, and government fiscal,
monetary and regulatory palicies. A prolonged
deterioration in general economic conditions,
including an increase in Interest rates or a decrease
in consurmer and business demand, could be
axpected to have a material adverse alfect on the
financial performance, financial position, cash flows,
distributions, growth prospects and share price of
Boart Longyear.

6.3.2 Equity market risks

There are risks associated with any investment in
shares. The market price of listed securities such
as the shares of Boart Longyear are affected by
numerous factors including, but not limited to,
those identified in this Section 6 and other factors
such as hostilities, tensions and acts of terrorism.
As a consequence, the shares may trade on ASX
at higher or lower prices than the issue price of the
Boart Longyear shares.



Page 91 of 201 Docld: 021680701 ACN :123 052 728

6 RISK FACTORS

6.2.3 Liguidation and reafisation risk

Thare can be no guarantee that an active market

in the shares of Boart Longyear will develop or that
the price of the shares will increase. There may be
relatively few or many potential buyers or sellers

of the shares on ASX at any given time. This may
increase the volatility of the market price of the
shares, It may also affect the prevailing market price
at which share holders are able to sell their securities.
This may result in Shareholders receiving a market
price for their Boart Longyear shares that is less
than the price that Shareholders paid.

6.3.4 Otherrisks

In addition to the risks described above, there are
many factors which may afiect the Company's
performance. These include customer relationships,
loss of key personnel, labour disputes and changes
in taxation taws or an adverse raview of the Group's
interpretation of these laws by revenue authorities.
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74 Board

Graham Bradley
Chairman

Mr Bradley is Chairman of ASX
listed diversified praperty group,
Stockland Corporation Limited,
Chairman of Anglo American
Australia Limited, the Australian
arm of global mining group Angto
American ple, and Chairman of
HSBC Bank Austrafia Limited, the
Australian subsidiary of HSBC plc.
He is also a director of Singapore
Telecommunications Limited, MBF
Australia Limited, Po Valley Energy
Limited and Proteome Systems
Limited. From 1995 to 2003, Mr
Bradley was the CEO of leading
listed investment management
group, Perpetual Trustees Australia
Limited. He also spent {our years
as CEO of Blake Dawson Waldron,
Previgusly, Mr Bradley spent 12

. years at McKinsey & Compary, an

international firm of management
consultants. Mr Bradiey received
his BA, LB {Hons 1) from Sydney
Universily and an LLM from
Harvard Law School.
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Bruce Brook
Non Executive Director

Mr Brook is currently a director
and Chairman of the Audi
Committee of Lihir Gold Limited,
Consclidated Minerals Limited,
and Snowy Hydro Limited. He
was CFO of WMC Resources
Limited from 2002 to 2005 and
has approximately 30 years’
experience in various roles,
including Deputy CFQ of ANZ
Banking Group Limited, Group
Chief Accountant of Pacific Duniop
Limited, General Manager, Group
Accounting at CRA Limited and
General Manager, Accounting and
Services at Pasminco Limited,

Mr Brook gained his BComm

and BAccounting af the University
of Witwalersrand and is a fellow
of the Institute of Chartered
Accountants in Australia.

Geoff Handley
Non Executive Director

Mr Handley is currently a director
of Endeavour Silver Corporation,
Eldorado Gold Corporation (poth

, listed on the Toronto and American

Stack Exchanges), Pan Australian
Resources Limited (listed on

the ASX) and the unfisted Oryx
Mining and Exploration Limited.
He has over 30 years of technical
and financial experience in the
mining industry having worked
most recently as Executive Vice
President, Strategic Development
with Placer Dome Inc., where

he was responsible for global
exploration, acquisitions, research
& development and strategic
planning. Mr Handley received

a BSc Hons) {Geology and
Chemistry) from James Cock
University of North Queensland,




Page 94 of 201 Docld: 021680701 ACN :123 052 728

BOART LOMGYEAR UMITED PROSPECTUS

David McLemore
Non Executive Director

Mr McLemore has 35 years of
industrial experience and has
broad operational experience.
Mr McLemore has been involved
with Advent Internatlonal for
eight years on investments
including Advent Internationa’s
acquisition of Boan Longyear
from Anglo American in 2005.
Mr McLemore acted as Chairman
and then Deputy Chairman of
Boarl Longyear during Advant
International and Bain Capital's
ownership and remained as
Deputy Chairman of Beart
Longyear upon introduction

of the Consortium as an invastor.
Prior to this, he worked as a
General Manager for General
Elactric from 1985 to 1997,

Mr McLemore received his BS
from QOklahoma State University.

Peter St George
Non Executive Director

Mr St George is currently a
director of First Quantum Minerals
Limited {listed on the Toronto
Stock Exchange), a director of
Spark Infrastructure Group,
Victorian electricity distribution
businesses Powercor Australia Ltd
and Citipower Pty and Chairman
of accounting and financial
services firm, Walter Turnbull.

Mr St George was also a director
of SFE Corporation Limited from

- 2000 unlil its merger with ASX

Limited in July 2006. He acted as
Chiet Executive/Co Chief
Executive of Salomon Smith
Bamey Australia/NatWest Markets
Australia from 1985 to 2001,
Prior to coming to Australia,

Mr St George had more than

20 years' experience in senior
corporate advisory roles within
Natwest Markets and Hill Samuel
& Co in London. Mr 5t George
qualified as a Chartered
Accountant in Soulh Africa and
received an MBA from the
University of Cape Town.

Paul Brunner
Managing Director and
Chief Executive Officer

Mr Brunner joined Boart
Longyear's Canadian operation

in 1987. He was appointed as
CEO of Boart Longyear in 2004,
having held the title of Managing
Director from 2000. He was Boart
Longyear's Regional Director

for the South American region

for six years, having held senior
management positions in Canada
for six years. Mr Brunner holds

a BSc in Mining Engineering

from Colorado School of Mines
and an MBA irom Harvard
Business School.
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1.2

Senior Management Team

Paul Brunner
Managing Director and
Chief Executive Officer

See Section 7.1,

20

Craig Kipp
Chief Operating Offlicer

Mr Kipp was appointed as COO
of Boart Langyear in 2005. Prior
to joining Boart Longyear, he was
employed by General Electric from
1983 to 2005, serving in various
capacities including Prasident
and COO of the Global Nuclear
Fuel division, Genaral Manager
of China operations and Gengral
Manager of Hungary operations.
Mr Kipp received his BA and MA
in Mechanical Engineering from
the University of North Dakota
and his MBA from the University
of Chicago.

Ron Sellwood
Chief Financial Officer

Mr Sellwood was appointed as
CFQ in 2005. He joined the Anglo
American Group in 1994 and

has held positions as Financial
Director tor Mondi and CFO for
Anglo Coal. He is a qualified
Chartered Accountant and is &
member of the South African
Institute of Chartered Accountants.
Mr Sellwood received his BComm
in Accounting from the University
of Natal.
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Figure 7.1; Management Structure
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Scott Alexander
Vice Prasident of Global Drilling
Services

Mr Alexander was appointed as
Vice Presidant of Global Driling
Services in 2008. Prior to joining
Boart Longyear, he was the Vice
President of Manitowoc Crane
Group's aftermarket operations in
the Americas. His prior experience
includes several senior leadership
positions at Joy Global, including
serving as Vice President and
General Manager of P&H MinePro
Services North American and
International operations and Vica
President of Mining Equipment
Product Management and
Business Development. Prior 1o
Joy Global, Mr Alexander held
various leadership positions within
Bucyrus International, including
General Manager of Bucyrus
International {China). Mr Alexander
holds a BBA in Marketing from the
University of Wisconsin.

Denis Despres
Vice President of Orilling
Services Operations and Growth

Mr Despres was appointed as
Vice President of Driling Services
Operations and Growth in 2006.
He joined Boart Longyear in 1981
as a Design Engineer in Canada
and has held numerous positions
in the company including Vice
President of Giobal Services.,
Sales Representative, Conlracts
Manager, General Manager of
Underground division, and General
Manager of USA and Peru. Denis
raeceived his BSc in Mechanical
Engineering from Lakehead
University in Canada and his
MBA from Queens University

in Kingston, Ontario.

Michael Birch
Vice President of Global
Products

Mr Birch was appointed as Vice
President of Global Products

in 20086. Prior 10 joining Boart
Longyear, he worked for Black
and Decker for 15 yearsina
variety of roles. He was also Vice
President and General Manager
for Baldwin Hardware and Director
of Marketing for DeWalt Industrial
Power Tool division, Mr Birch
received his Degree in Business
Managerment irom Brigham Young
University.
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Joe Coppola
Vice President of Global Manufacturing

Mr Coppaola was appointed as Vice Pragidant

of Global Manufacluring in 2006. Prior to joining
Boart Longyear, he was the Vice President of
Integrated Supply Chain and Mechanical Services
for Honaywell International, Before his time at
Honsywell, Mr Coppola worked in a number of
different capacities for the Eaton Corporation
mostly in manufacturing but also in strategic
planning, whera he spent three years working

in Havant, England as Director of European
Hydraulics Operation. Mr Coppola received a BSc
in Mechanical Engineering from Valparaiso University
and an MBA from the University of Notre Dame.

Heolm Qostveen
Senior Vice President of Sales

Mr Gostveen was promoted as Senior Vice President
of Sales in 2006. He joined Boart Longyear in April
2003 as Vice President of Sales and Marketing in
Europe and was promoted to thé role of Regional
Director of Europe in January 2004. Mr Qostveen
has been instrumental in leading the developrent of
new markets in the European territory, and in Russia,
Kazakhstan and the Middle East. Prior 10 joining

the Group, he held several Sales and Marketing
Management positions including Managing Director
of Widia GmbH in Germany, a leading manufacturer
of metal culting and forming tools. Mr Costveen
received his BBA from Nijenrode Netherdands
School of Business and his MBA from the American
Graduate School of International Management in
Glendale, Anzona, United States.

Fabrizio Rasetti
Senior Vice President and General Counsel

Mr Rasetti was appointed as General Counsel in
20086. Prior to joining Boart Longyear, he was the
Segment General Counsel and Vice President of
Business Developmant for the Flow Segment of SPX
Corporation, having served in various capacities
within their Law Department for the previous nine
years. Prior to SPX Corporation, Mr Rasett worked
for the private taw firms of Howrey & Simon, as well
as Towey & Associates. Mr Raset!i received his
BSc in Foreign Service and JD from Georgetown
University. Mr Rasetti is Boart Longyear's
Company Secretary.

g2

Georgy Kirov
Senior Vice President of Strategy
and Business Development

Mr Kirov was appointed as Senior Vice President of
Strategy and Business Devetopment in 2006. Prior
to joining Boart Longyear, he was the Executive
Oirector of Corporate Development at Magna
Oonnelly from 2004 to 2006. Mr Kirov has extensive
axperience in acquisitions, growth and developrment
strategy as a Consultant with Bain & Company and
Chief Execuiive Clficer and Founder for Freight
Medium. Mr Kirov received a Bachelor's Degres in
Economics from Yale University and an MBA from
The Wharton School, University of Pennsylvania in
Strategic management, E-commerce strategy, and
Information Economics.

Patrick Johnson
Senior Vice President of Human Resources

Mr Johnson was appeinted as Senior Vice President
of Human Resources in January 2006. Prior to joining
Boarl Longyear, he was the Managing Director of
Human Resotrces for Global Operations at Applied
Materials, having served there in various capacities
for the previous six years. Prior to Applied Materials,
Mr Johnson was the Vice President of Human
Resources for TECO Waeslinghouse, and had held
management lavel positions at Arabian American Oil
Comparty and at Star Enterprise. Mr Johnson holds a
Senior Professional in Human Aesources certificaie,
along with a Certified Employee Benefit Specialist
quafification from IFEB and Wharton School,
University of Pennsylvania. Mr Johnson received a
BBA in Accounting from the Universily of Houston,
and an MA, with Honours, in Human Resource
Management also from the University of Houston.

Alison Henriksen
Vice President of Investor Relations

Mrs Henriksen was appeinted Vice President of
Irvestor Relations in 2007 and is based at the
corporate office in Sydney. Prior to joining Boart
Longyear, she spent four years with Creative
Qutsourcing Sclutions International, latterly as Group
CFQ and Company Secretary, based in the United
Kingdom. Pricr 1o this she was employed by Ernst

& Young from 1990 to 2002, both in the UK and
Australia in various roles including Associate Director,
Corporate Finance London. Mrs Henriksen received
her BComm from the University of Melbourne and is
an Associate of the Australian Institute of Chartered
Accountants.
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1.3 Corporate Governance

Board of Directors and Commitlees

The Directors as at the date of this Prospectus are
detailed in Section 7.1,

The Board monitors the operational and financial
position and performance of Boart Longyear and
oversees ils business strategy and approves the
Group's strategic goals. The Board Is responsible for
the corporate governance of Beart Longyear. The
role of the Board Is outlined in greater detadl in the
Corporate Governance Statement in this Seclion.

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

- Audit, Risk and Compliance Committes;

- Remuneration and Nomination Committes;
and

- Ervironment, Health and Safety Commitiee.

The Board may establish other commiitees from
lime to time if required.

The charters of these commitiees reflect ASX Best
Practice Recommendations and are avaitable from
Boart Longyear's website.

Audit, Risk and Compliance Committes

The purpose of the Audit, Risk and Compliance
Committee is to assist the Board in fulfiling its
statutory and fiduciary obligations in refation to:

- the quality and integrity of the Group'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 Group’s external
auditors and their appointment and removaf;

- the independence of the external auditor and
the rotation of the external audil engagement
pariners at least every three years;

- Group funding, financial risk management,
and monitoring of business risk; and

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

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,
and by the engagement or audit partner of the
external auditor, The Committes will provide regular
reports to the Board on the matters within the
Committee's areas of responsibility. The Committes
may take advice from external parties at Boart
Longyear's cost.

The Commitiee’s Charter requires that it consists
of at least three Non Executive Directors with
appropriate financial experience. The Commiittes
members are Bruce Brook (Chairman), Peter

St George and Geoff Handley.

Remuneration and Nomination Committee

The purpose of the Remuneration and Nomination
Committee is to assist the Board In the efiective
discharge of its responsibilities in relation to the
remuneration and performance of executives and
Non Executive Directors.

The responsibilities of the Commiittes include:

- regularly reviewing the executive and non-
executive remuneration policy of Boart
Longyear and moniloring compliance with
the executive remuneration policy;

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

- developing and implementing a plan
to identify, assess and enhance the
competencies of Directors;

- making recommendalions for the annual
remuneration report; and

- making recommendations for the
appeointment, remuneration and removal
of Direclors.

The Committeg will mee! as often as required
and at least four times each year. Mestings of
the Commitiee may be attended by any Director,
The Comimitlee will pravide regular reporis to the
Board on matters within the Committee’s area

of responsibility.

The Committee's Charter requires that it consists
of at least three Non Executive Directors. The
Committee members are Peter St Georgs
([Chairman), Graham Bradlay and David McLemore.
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Environment, Health and Safety Committee

Beart Longyear places a high priority on safety and
management of operational risks, including in relation
to health, the ervironment, security of operations
and materials and product liability and regulations
goveming drilling operations.

The purpose of the Environmaent, Health and Safety
Committée is to assist the Board in the effective
discharge of its responsibilities in relation to safety
and the key operational risks culiined above. The
Committes has authority from the Board 10 review
and investigate any matter within the scope of its
charter and make recommendations to the Board
in relation to those matters.

Tha responsibilities of the Committes include:

- ensuring that the systemns and processes
for identlfying, assessing and managing
operationat risks of Boart Longyear are
adequataly monitored;

- regularly reviewing the policies of the Group
pertaining 1o key operational areas, including
safety, health, erwironment, security of
operations and materials, product fiability
and regulations governing driling operations
and reviswing the supporting managerment
systems and processes;

- reviewing investigalions of major incidents
within the Group's operations; and

- monitoring tegislative developments
and considering major operational issues
that may have significant implications for
the Group.

The Committee will meet as often as required
and at least four times each year. Meelings of
the Committee may be attended by any Director.
The Committee will provida regular reports to the
Beard on matters within the Commitiee's areas
of responsibility,

The Commiltee’s Charler requires that it consists

of at least three Non Executive Directors. The
Commitiee members are Geoff Handley {Chairman).
Bruce Brook and David McLemore.
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Externa) Communications Policy

Once listed, Boart Longyear will be a 'disclosing
entity’ 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 Rufes, the Group will be required to disclose
to ASX any information conceming the Group
which is not generally available and which, if it were
made available, a reasonable person would expect
to have a material effect on the price or value of
Shares. In addition, the Group will provide ASX with
any information necessary to correct or prevent a
false market in Boart Longyear securities.

All information provided to ASX will be posted
to Boart Longyear's website al
www.boarilonagyear.com after ASX confirms

an announcement has been made,

Boart Longyear has adopled a written External
Communications Policy in refation to information
disclosure and relevant procedures for internal
monitoring of matters that may require disclosure
1o ASX. The VP Invastor Relations and General
Counsel {and in their absence the CFC and Assistant
General Counsel} have pnimary responsibility for
the administration of the Palicy and for coordinating
the disclosure of price sensitive information retating
to Shares to ASX. They are aiso responsible for
ensuring that Directors and employees of Boart
Longyear are aware of their responsibilities under
the Palicy.

The Poficy also sets out other principlas that Boart
Longyear will apply in relation to disclosure of material
information, including that the Group:

- may request a frading halt from ASX or make
a preliminary or holding announcement
whera a proposal is insufficiently complete
to warrant disclosure:

- will not generally respond to market umours,
excep! where incompleta or salective
disctosure of information relating to Boart
Longyear has been released, particularly
whera that information is atfecting trading
in the Group's securilies; and

- will not provide analysts with material
information that is not publicly available.

Continuous disctosure will be a standing agenda
item at each Board meseting.
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Securitiés Trading Policy

Boart Longyear has adopted a Securities Trading
Policy governing trading in the Group's securities
by Directors, officers and employees. The purpose
of the Policy is to raise awareness of insider trading
rutes and of the fact that trading must not proceed
without prior notification and clearance.

Any Director or employee who Is in possession of
price sensitive inforrnation which is not generally
available 10 the markat must not deal in the Group's
securitias.

The Policy provides ihat if a Director or senior
executive of Boart Longyear wishes to trade in
Boart Longyear securities or exercise options over
Shares, they must first obtain confirmation from

the appropriate person within the Company or the
Chairman of the Board that there is no objection
under the Securities Trading Policy to the proposed
transaction,

If a Director deals in Company securities the Directar
must advise the Company of these transactions, and
the Gomparny 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
ot the Group.

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

- providing strategic direction for, and
approving, Boan Longyear's business
strategies and objectives;

- monitoring the operational and financial
position and performance of Boart Longyear;

- idantifying the principal risks faced by Boart
Longyear and taking reasonable steps
designed to ensure that appropriate internal
controls and monitoring systems arg in
place to manage and, to the extent possible,
reduce the impact of thesa risks;

- requiring that financial and other reporting
mechanisms are put in place which
result in adequale, accurate and timely
information being provided to the Board and
Shareholders and the financial market as
a whele being fully informed of all material
developments relating to Boart Longyear,;

- appointing, overseeing and evaluating the
performance of and, where appropriate,
removing the CEO, approving other key
executive appointments and planning for
executive succession,

reviewing and approving remuneration for
the senior executives of Boart Longyear;

- approving Boart Longyear's budgets
and business plans and monitoring the
management of Boart Longyear's capital,
including the progress of any major capital
expenditures, 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 laws, governmental
regulations and accounting standards; and

approving, and reviewing from time 10

time, Boart Longyear’s intemal compliance
procedures, including any codes of conduct
and taking all reasonable steps to ensure
that the business of Boart Longyear is
conducted in an open and ethical manner.

The Charter provides for the Board to delegate
specific matters to the Senior Management Team,
or to committees established by the Board.

Under the Charter, a Diractor may obiain extarnal
professional advice at Boart Longyear's expense,
with the Chaimnan's prior approval. Such advice must
be made available to Boart Longyear.

Tha Charter requires that there should be a
majority of Non Executive Directors as opposed
o Executive Directors, and that a majority of the
Non Executive Directors should be independent.
‘The Chairman of the Board should be an
independent Non Executive Director.

g5
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7.4 Internal Control Framework

Boart Longyear has undergone significant
restructuring and expansion over the last two years,
including tha integration of a number of acquisitions
and the inclusion of several new appoiniments o
the Senior Management Team. Management is
currently developing the management structures,
internal controls framework and systermns that will be
necessary for it to operate the Company's business
as a listed entity and on the scale anticipated in its
growth plans.

Management is currently in the process of enhancing
and expanding its risk management framework

in order to support its growth plans. In addition,
Managament is taking steps to improve internal
controls including enhancing the Company's existing
information technology systems so as to ensure such
systems are adeguate 1o support the Company's
expansion projects and increases in the scale of

its operations.
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a1 Qverview
The historical financial information included in
this Section and the Appendix consists of:

the pro forma consclidated statement of
revenus, EBITDA and EBIT of the Boart
Longyear Group for FY2005 and FY2008,
as set out in Section 8.3;

{he pro forma consolidated summary cash
flow before financing and tax of the Boart
Longyear Group for FY2005 and FY2006,
as set out in Section 8.3;

the pro forma consolidated balance sheet of
the Boart Longyear Group as at 31 December
20086, as set out in Section B.5; and

the pro forma parent entity balance
sheet of the Boart Longyear Group as
at 31 Decernber 2006, as set out in
Section 8.6.

The Company was incorporated on 2 January 2007
and has not undertaken any trading activities since
incorporation. It is intended that the Company will
effect a business combination by its subsidiary,

Boart Longyear Irvestmants, acquiring the Boart
Longyear Businesses and the Acquired Businesses,
by acquiring RSHI, the current legal parent entity of
the Boart Longyear Group, contemporangously with
the issue of Shares under the Offer as at Settlement
on or about 11 April 2007, As a result, there is no
actual historical financial information for the Company.
Therefore, in order to present potential investors

in the Company with information ta help them to
undersiand what the historical inancial performance
and cash fiow of the Boart Longyear Group would
have been had those businesses operaled as a
stand-alone consolidated group since 1 January
20085, the Directors have prepared pro forma historical
financial information on the financiat performance and
cash flow of the Boart Longyear Businesses and the

Acquired Businesses after removing the finencial
performance of the businesses disposed of in FY2005
and FY2006.

The diagram below fustrates a simplified corporate
structura of the Boar Longysar Group as at Settlerent
following the transaction described above,

The pro forma historical financiat information also
presents the pro forma parent entity batance sheet
of the Company prepared as though the acquisition
of the Boart Longyear Businesses and the Acquired
Businesses through the acquisition of RSH), including
the businesses acquired after 31 December 2006
{refer to Section 5.3 for further commentary on these
acquisitions), had occurred on 31 December 2006
and reflects the proposed new corporate structurg
of the Boart Longyear Group which will be in place
as at Settlement,

As discussed in more detail in Section 8.2.6, the
audited consolidated financial statements of the Boart
Longyear Group for FY2005 and FY2006 are dit{erent
from the pro forma historical financial information

for the same periods presented in this Prospecius,
primarity because the FY2005 and FY20086 audiled
consolidated financial staternents of the Boart
Longyear Group include the results of certain
businesses which were sold during those periods
and do not include the full year pro forma normalised
results of the Acquired Businesses.

The pro forma historical financial information is
presented in abbreviated forrm and should be read in
conjunction with, and is qualified by reference to, the
information contained elsewhere in this Section and
in the Appendix. This Section and the Appendix do
not contain all of the disclosures that are necessary
in an annual financial report prepared in accordance
with the Corporations Act. Details of how 1o obtain

a copy of the Appendix are contained in Important
information section at the start of this Prospectus.

Figure 8.1: Simplified Corporate Structure
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1. Aninternal group restiucture will be implemented at Settiement loliowing the acquisition of RSHI by Boart Longyear lrvesimants which wil
resutt in all operating subsidiaries being transiermed from LGHI to bo ownod by either the Company, Boart Longyeas Investmants or RSHI.
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8.2 Basis of preparation and presentation
8.21  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.

Histerically, the Boart Longyear Group has prepared
historical financial information in accordance with
accounting principles generally accepted in the
United Kingdom ("UK GAAP". The Comparny will be
required to report in accordance with AIFRS from

its date of incorparation. Pursuant to the ‘revarse
acquisition accounting’ treatment under AIFRS for
the acquisition of RSHI [refer to Section 8.2.5), the
consolidated financial statements of the Company will
De presented as a continuation of the consolidated
financial statements of LGHI, which is the cument
accounting parent entity of the Boart Longyear Group
and is therefore considerad to be the ‘acquirer’ for
accounting purposes. The date of transition to AIFRS
for the Company is 1 January 2006, being the first
day of the comparative period to be presented in

the Company's first consolidated annual financial
report for the year ending 31 December 2007, From
the date of transition to AIFAS, the historical financial
information for the Boart Longyear Group (including
historical financial inforrmation for the Acquired
Businesses) from which the pro forma historical
financial inforrmation included in this Section and the
Appendix has been derived, has been prasented

in accordance with AIFRS {this is set out in further
detail in the Appendix}. The conwversion 1o AIFRS was
made after considering the effect of the mandatory
axcaptions and optional exemplions in AASB 1
‘First-lime Adoption of Australian Equivalents to
International Financial Reporting Standards' that the
Company expects to apply as at the date of transltion
to AIFRS. In order to assisl with the comparison
between the pro forma historical financial information
for FY2005 and FY2006. the pro forma historical
financial information for FY2005 has also been
presented in accordance with AIFRS,

8.2.2 Derivation of financial information

The pro forma histerical financial information of the
Boart Longyear Group contained in this Section and
the Appendix has been derived from ths following:

- the audited consolidated financial stalements
of the Boart Longyear Group for F¥2005 and
FY2008, each prepared in accordance with
UK GAAR;

- the unaudited financial records of the
businesses disposed of during FY2005 and
FY2006; and

- the unaudited financial records of the
Acquired Businesses (refer to Section 5.3 for
further commentary on these acquisitions).

Adjustments have been made 1o this financial
information to presant the pro forma historical
financial information of the Boart Longyear Group
in accordance with AIFRS.

A more delailed discussion of the derivalion of the
pro forma historical financial information for the
Boart Longyear Group and an explanation and
quantification of the adjustments to that information
is set out in Note E of the Appendix.

8.2.3 Proforma and normalisation
adjustments
Prior to the acquisition of the Boart Longyear
Businesses and the Acquired Businesses through to
the acquisition of RSHI as at Settlement, the Boart
Longyear Businesses and the Acquired Businesses
will have operaled under a different corporate
struclure with different gearing and tax profiles to
those proposed for the Boart Longyear Group after
completion of the Offer. As a consequence, the
Direclors believe the historical net finance costs and
income tax expense incumred by these businesses
are not representative of what the net finance costs
and income tax expense would have bsen, had
the Boart Longyear Group operated under the new
structure which will be in place after completion of
the Offer. Therefore histerical net finance costs and
income 1ax expense have not been presented in the
pro forma historical financial information of the Boart
Longyear Group included in this Section and the
Appendix.

The pro forma historical financtal information of the
Boart Longyear Group includes certain pro forma
adjustments to reflect the operations of the Boart
Longyear Group that will be in place as at completion
of lhe Offer, and normalisation adjustments to
remove certain material one-off items within the
historical financial information of the Boarn Longyear
Businesses and the Acquired Businesses, as
considered appropriate by the Directors.

The principal pro forma adjustments for the historical
financial information relate to the inclusion of the pro
forma normalised pre-acquisition resulls of operations
and cash flows of acquisitions that have occurred
gither in FY2005, FY2006 cr in FY2607 prior to the
date of this Prospectus as if the acquisitions had
occurred on 1 January 2005 and the exclusion of the
resulls and cash flows of certain businesses disposed
of during FY2005 and FY20086.
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The principal normalisation adjustments for the pro
forma historical consolidated statement of revenue,
EBITDA and EBIT relate o the exclusion of changes
in ownership cosls, restruciuring expenses, material
one-olf asset impairments, restructured employee
compensation arrangements, the mark to market
impact of certain derivative instruments, head office
relocation and staffing costs, goodwill amortisation
and impairment charges under UK GAAP and other
one-off items.

The principal normalisation adjustments for the pro
forma historical consolidated summary cash flow
before financing and tax relate to the exclusion of
cash flows from acquisitions and disposals, sale of
property, plant and equipment and cash outflows from
the non-recurring investment in derivative instruments.
In addition to the above, Management conducted a
review of certain accounting praclices, including the
estimated useful lives of certain plant and equipment
and capitalisation practices, the financial effect of
which has been reflected in the pro forma historical
financial information.

All of the abave adjustments, together with a
reconciliation of the audited consolidated financial
statements of the Boart Longyear Group for
FY2005 and FY2006 to the pro forma historical
financial information are provided in Note E of the
Appendix (which uses certain unaudited financial
information for the Boarl Longyear Businesses and
the Acquired Businesses in the reconclliation as
described in tha Appendix).

8.2.4 Presentation and functional currency
The results of the major aperaling businesses

are recorded in their functional currencies, which
are generally their iocal currencies. US dollar
denominated revenue represented approximately
37% ol the Boart Longyear Group's total pro forma
FY2006 revenue, with the remainder dencminated
in the currencies of the other operational markets,
including Canada {approximately 22%j), Australia
(approximately 19%), Europe (@pproximately

10%), South Africa {approximatety 9%) and others
(approximately 3%).

Consequently, under AIFRS, the Directors believe
US dollar reporting represents the best indicator
of the results of the Boart Longyear Group. Future
financial reporting by Boart Longyear will therefore
be presented in US dollars. However, for this

Note:

convenlience of prospective investors, Australian
dollar information has also besn included in this
Prospectus. US dollar historical financial information
has been translated into Australian dollars at the
average exchange rate for the financial years
prasented, except for the historical batance shest
which has been translated at the applicable
exchange rate prevailing at year end.

8.2.5 Reverse acquisition accounting

AASB 3 '‘Business Combinations' requires 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

lo be Identified as the acquirer. However, AASB 3
also states that ‘when a new entity is formed to issue
equity instruments to effect a business combination,
one of tha combining entities that existed before the
combination shall be identified as the acquirer on the
basis of the evidence avaitable’. This is commonly
referrad to as ‘reverse acquisition accounting’.

At Settlement, the Company will effect a business
combination by its subsidiary, Boart Longyear
Investments, acquiring RSH), the current legal parent
entity of the Boart Longyear Group, so that the
Comparty will become the ASX fisted legal parent
entity of the Boart Longyear Group. The business
combination will be undertaken by Boart Longyear
Invesiments issuing Redeemable Notes and
Exchangable Notes to the existing shareholders of
RSHI. The Redeemable Notes will be redeemed for
cash and the Exchangable Notes will be exchanged
for shares in the Company, Accardingly, the Directors
are of the opinion that, in accordance with the
requirements of AASB 3, neither Boart Longyear
Irvestments nor the Company would be identified as
the acquirer for accounting purposes.

In the opinion of the Directors, the acquirer for
accounting purposes for the business combination
under the principles of AASB 3 is the current
accounting parent entity of the Boart Longyear
Group, LGHI, rather than RSHI, which is the current
legal parent entity of the Boart Longyear Group. LGHI
is the current accounting parent entity and RSHl is
the current legal parent entity of the Boart Longyear
Group as a result of a reslructuring transaction of
the Boart 1.ongyear Group undertaken on 9 October
2008 Accordingly, in its financial statements for
FY2007 and luture periods, the Boart Longyear

. LGHI acquired the Boart Longyear Businesses liom Anglo American ple elfective 29 July 2005. On & October 2006, LGHI undertook a

marger in accordance with the laws of Delaware, United States with Resources Services Holdings USA, Inc. ' RSH USAT), a Delawara
corporation, foliowlng which LGHI continued a5 the sunviving corporation. Subsequently on 9 October 2006, all shergholders in LGHI
axchanged their equity inferesis in LGHI tor equivalent equity interests in RSH), For accounting purposes, neither tha acquisition of LGHI
by BSHI nor tho merger between LGHI and ASH LUSA are considered 10 be transactions of substance and accordingly, the consoliclated
financla) statements of RSHI are preseniod as 8 continuation of the consotidated nancipl statements ol LGHI,
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Group will present both LGHI (Accounting Acquirer}
consolidated financial information and Company
{legal parent) financial information. The controlled
entities of LGHI (Accounting Acquirer} are deemed to
be all other combining entities of the Boart Longyear
Group, including RSHI and the Company.

The major impécations of the application of reverse
acquisition accounting are that:

- consolidated financial statements shall be
issued under the nama of the Company, but
described in the notes as a continuation of
the financial statements of LGHI {Accounting
Acquirer) and accordingly:

(8) the assets and liabilities shall be recognised
and measured inthose consolidated
linancial stalements at the carrying
amounts of LGHI {Accounting Acguiran
immediately befora Seltlement, rather than
at falr values;

(b)the retained earnings and other
equity balances recognised in those
consolidated financial statémenis shall
be the retained eamings and other eguily
balances of LGHI (Accounting Acquirer)
immediately before Settlement;

(c) the amount recognised as issued equily
instruments in those consolidated financial
statements shall be determined by adding
the notional cost of the combination 1o the
issued equity of LGHI immediately before
Settlement; and

{d) comparative information presented in
those consolidated financial statemenls
shall be that of LGHI {Accounting
Acquirery;

- the retained eamings of LGH! {Accounting
Acquirer) as at Settlement are not available
for the payment of dividends to the
shargholders of the Company.

8.2.6 Statutory financlal information
In its financial statements for FY2007, the Boar
Longyear Group will present:

- for the Company {legal parent) - financial
informatian for the period from incorporation
to 31 December 2007, No comparative
historical {inancial information for FY2006
will be provided as the Company was
incorparated on 2 January 2007, and

- for the Boart Longyear Group — consclidated
financial information for LGHI (Accounting
Acquirer) and its deemed controllad entities
for FY2007. Comparative financial information
will be included for FY2006 as under reverse
acguisition accounting, the consolidated
financial statements are a deemed
conlinuation of the consolidated financial
statements of the Accounting Acquirer.

As a result of the restructuring of LGHI that occurred
during the year ended 31 December 2006, and

the disposals of the MCE Poiand busingss and the
Hard Materials and Soft Rock Tools businesses, the
FY2007 statutory financial infermation presenting the
comparative period to 31 December 2006 will not
be representative of the Group's tuture performance.
Furthermaore, statutory financial information will

be difterent to the pro forma historical financial
information for the same period presented in this
Prospecius.

Unilike the pro torma historical financial information
of the Boart Longyear Group presented in this
Prospectus and in the Appendix, the FY2006
comparative income statement to be presented in
the FY2007 statutory financial report will:

- include the operating results of the MCE
Poland business from 1 January 2006 to
1 August 2006;

include the operating results of the Hard
Materials and Soft Rock Tools businesses
from 1 January 2006 to 24 April 2006,

include the loss on disposal of the Hard
Materials and Soft Rock Teols businesses
as al 24 April 2006 and the gain on disposal
of the MCE Poland business as at 1 August
20086;

include the operaling results of North

Wast Driling only from 1 August 2008,

the operating results of Drillcorp only from
20 October 2006 and the operating results
of Prosonic only trom 6 December 2006,
whereas the FY2006 pro forma financial
information includes the operating results
for those businesses since 1 January 2006;

present information 1o the NPAT level,

include the net finance cosis and tax
expense associated with the structurs in
place prior to completion of the Offer; and

- exclude the pro forma and normalisation
adjusiments referred to in Section 8.2.3.
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Similarty, unfike the pro forma consclidated balance sheet of the Boart Longyear Group as at 31 December
2006 presented in this Prospectus and in the Appendix, the statutory comparative balance shest as at
31 December 2006 to be presented in the FY2007 statutory financial report:

- will not include the impact of the KWL, Grimwood Davies and Connors acquisitions
that occurred subsequent to 31 December 2006; and

- will not include the impact of the Offer, including the debt restructure and associated
transaction costs.

8.3 Pro forma historical consolidated statement of revenue, EBITDA, EBIT and cash flow
Table 8.3.1 presents the pro forma historical consolidated statement of revenue, EBITDA and EBIT of the
Boari Longyear Group (refer to Section 8.2.2 and Note E of the Appendix for a description of the derivation of
this historical financial information).

Table 8.3.1 Pro forma historical consolidated statement of revenue, EBITDA and EBIT

Pivcs  hves  hvaom  Bvooos

USSm USsm ASm ASm

Pro forma revenue from operatlng activities 1,022.6 1,252.8 1,342.0 1,664.9
Cost of sales 672.0) {768 6] (881 9) (1 o 4)
G grosspmﬁlsso T R T
Other expenses (150 7) (206 4) (197 8) [2?4 3)
B EBITDA 199 P 2778 262 5 369 5
Depreaahon (40 4’ (45 g) (53 0) (61 0).
G EB]TA 159 e 231 = 209 5 308 e
R (07) (09) {0‘9) “ 2}.
B

Notes:
. US doltar pro forma historical financial information has been ranslated ino AS at the average exchanga rate [os the financial year being
USS0.762:A51.00 for FY2005 and US$0.7525:4%1.00 for FY2006.

2. In presenting pro lorma EBITOA, pro forma EBITA and pro teema EBIT, interest is defived as nt fimance cosis as described in Nota D121
of tho Appendix.

3, Depreciation on the fair value upiit to tangible assels arising pursuant to the purchase price aflocation exercisa lor tho Acquired
Businasses has only been applied effective from the date of acquisition or 31 December 2006 for acquisitions subsequont 10 year end.
The Directors do not believe that a reasonable basis exists lor recognising a pro koma adjustment from 1 January 2005 and the financial
impact is not materal to understanding the Hisworical Financial Information.

. Amortisation charges primarily retata to patents, as the purchase price alocation exercise completed in retation to the Asquired
Businesses has onty been applied effective from the data of the acquisition or 31 December 2006 lor acquisilions subsoguent to
yaar end, The Directors do not believe that a reasonable basis exists for recognising a pro forma adjusiment from 1 January 2005
for amortisation of contractual customer relationships and the financial impact is nol material to understanding the Historical
Financial Information,

5. Far tha purposas of presentation of linancia! information in this Prospectus and the Appendix, ¢ost of sales has been presented
exchusiv of all depreciation and amortisation, including depreciation and amorlisation absorbad into the cost of imentories presentad
in the pro forma balance sheet. Inlts stalutory financiat report for the year ending 31 December 2007, the Comparny intends to present
Fc}rosn of sales and other funclional axpenses inclushve of depreciation and amortisation applicable to bath the Driling Services and

oducts businessas,

6. The Historical Financial Information has been presented 1o the pro fonma EBIT lavel only as the businesses historically aperated undar
a dilferant corporate structure wilh different gearing and tax profiles.

-

ES
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Table 8.3.2 presents the pro forma summary historical consolidated summary cash flow before financing and
tax of the Boart Longyear Group for FY2005 and FY2006.

Table 8.3.2 Pro forma historical consolidated summary cash flow before financing and tax

Pro forma Pro lorma Pro torma Pro {orma
FY2005 FY2008 FY2005 FY2006
USSm USsm ASm ASm
Pro forma EBIT 158.8 231.0 208.4 307.0
Deprematlon and amortlsatlon 411 468 539 B62.2
o P T 5553
Pro forma non-cash and other items and
wnrkmg capltal movemenis (72.6) (21.2) (95 3) (28 2)
Pro forma cash flow available from operatlons 127.3 256.6 167, 0 a0
Pro forma capital expenditure - growth (38.9) (60.6) {50.4) (80.5)
Pro forma capﬂal expendnure maintenance {11.4} (31 1) {15 0) (41 3)
Pro torma cash flow before ﬁnanclng andtax 775 164.9 1016 2132
Notes:

1. Refer to notes to Tebis B.3.1 for details of exchange rates applied,

2. Pro torma capital expenditure in the abowe tabla excludes US$5.2 miion and U5$9.2 million of plant and equipment acquired by means
of financa leases in FY2005 and FY2008 respectvely,

3. Pro torma capital expenditure in the 1able above has been prepared on an accrual bagis.

Table 8.3.3 presents the key pro forma historical financial indicators for the business divisions of tha Boart
Longyear Group.

Table 8.3.3 Key pro forma historical financial indicators by business division

Drilling Services Products Carporata Total
ussm FY2005  FY2006 FY2005  FY2008 FY2005  FY2006 FY2005  FY2006
Pro forma revenue
from operating
activities 621.4 7681 401.2 4847 - - 102286 12528
Broe e, e
gross profit 2173 306.2 133.3 178.0 - - 3508  4B4.2
Pro forma
gross margin % 35.0% 39.9% 33.2%  36.7% - - 34.3% 38.7%

e T I TF

Note:
1. Refer 10 notes to Table 8.3.1 lor details of exchangs rates apphed and a description of the presentation of cost of sales and gross profit.
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Table 8.3.4 presents the pro farma historical revenue and EBITDA by geographic segment for the Boart
Longyear Group. .

Table 8.3.4 Pro forma historical revenue and EBITDA by geographic segment

Growth
Pro forma Praiorma rate
ussm FY2005 F Y2008 FY2006
Pro forma revenue
United States 252.2 30541 20.9%
Canada 2431 30841 26.7%
Asia Pacific 253.8 309.2 21.8%
South America 81.8 1079 320%
Europe 90.4 1016 12.4%
Sub Saharan Africa 101.3 120.9 19.3%
Total R Crmmmmmmm 1,0255.'('3'“ 1,252.8 22.5%
Pro forma EBITDA
United States 64.8 746 15.0%
Canada 453 7.2 57.3%
Asia Pacific 62.4 Q2.7 48.5%
South America 233 328 40.6%
Europe 8.8 2441 173.7%
Sub Saharan Africa 38 5.7 50.3%
Corporate {8.5) 23.3) 174.1%
e et e ra e e R e ebon s g oo
Note:

1. Refer 1o notes 1o Table 8.3.1 for details of exchange rates appiied.
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8.4 Management’s discussion and analysis

of pro forma resulls of operations
Management’s discussion and analysis below relates
to the pro forma historical financial information for
the Boart Longyear Group for FY2005 and FY2006
{Tables 8.3.1 and 8.3.2} and should ba read in
conjunction with the description of the basis upon
which the information has been prepared frefer to
Section 8.2), the table of key pro forma financial
indicators (Table 8.3.3) and the pro forma and
normalisation adjustments described in Section 8.2.3
(@s further detalled in the Appendix).

A description of the business and the business
drivers is provided in Section 5 and Section 9.

841 Consolidated

Pro forma consolidated revenue tor the Boart
Longyear Group increased from US$1,022.6 million
in FY2005 to US$1,252.8 million in FY20086, reflecting
improved market conditions leading 1o the expansion
of the Company's rig portfclio by 79 rigs and
increased demand for its drilling capital equipment
and associated coring tools.

Pro forma consolidated EBITDA for the Boart
Longysar Group increased from US$199.9 milion
in FY2005 to US$277.8 million in FY2006, reflecting
improved performance across the Boart Longyear
Group as described in Sections 8.4.2 and B.4.3.

The pro forma depreciation charge increased by
US$5.5 million from USS40.4 million in FY2005 to
US$45.9 million in FY2006. The principal driver of this
movement was the capital expenditure in FY2006

of US$91.7 million in order to meet driling market
demand. Pro forma amortisation remained relatively
consisteni from FY2005 to FY2006. As a result,

pro forma EBIT increased by US$$72.2 million from
USS158.8 million in FY2005 to US$231.0 million in
FY2006.

84.2 Drilling Services

Pro forma revenue for Drilling Services increased by
US$146.7 million from US$621.4 million in FY2005
to USE768.1 million in FY2006 primarily due to
increased mingral exploration and production driling
in the established mining markets of the United
States, Canada and Australia and increased Energy
drilling. In addition, the continued industrialisation of
the BRIC Economies led to increased drilling activity
in these regions.

The increase in revenue in FY2006 is also due lo
the full year effect of drili rigs added in FY2005, the
part year impact of the additional 79 drill rigs added
in FY2006 as well as increases in prices in renewed
drilling services contracts.

Pro forma gross profit margin for Drilling Services
increased from 35.0% in FY2005 to 39.9% in FY2006
through price increases in renewed driling services
contracts, increased revenue fram higher margin
geographies {such as Wesl Africa and Russia) and
the restructure of lower margin contracts. These
increases were partially ofiset by increases in salaries
in markets where labour shortages and competitor
activity existed.

The factors above resulted in pro forma EBITDA
increasing US$50.1 million or 32.7% from
US$153.4 million in FY2005 to US$203.5 million
in FY20086. While gross profit increased by
US$88.9 million in the same period, this was
parlially offset by an increase in other axpenses of
US$36.5 million as a result of the requiremant to
add infrastructure such as employees and training
facilities in order to support the current and future
anlicipated growth in the business.

8.43 Products

Pro forma revenue for Products increased by
US$83.5 million from US$401.2 miiion in FY2005 to
US$484.7 million in FY2006 principally due to higher
sales volumes of its surface driling capital equipment
as.a result of the Company increasing production
capacity through its plant expansions, process
improvements and outsourcing arrangements.

The increase in driling capital equipment sales also
led to an increase in associated consumable sales
such as coring 1001s.
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Pro {orma gross profit margin increased from 33.2%
In FY2005 to 36.7% in FY2006 as a result of:

- savings achieved through the closure of the
Company's manufacturing facilities in Irefand
and Spain and moving production to lower
cost jurisdictions that are also closer to the
Company’s customers. In addition, as part
of the restructure, the Company consolidated
its manufacturing operations in South Africa
from four facifities into two facilities. These
restructuring initiatives were undertakan in
the second half of FY2005;

- cost savings achieved through Boart
Longyear's global procurement of raw
matenals, other inputs and services. The
majority of the initialives commenced in
the second half of FY2008. Prior to the
establishment of the global procurement
initiative, sourcing was undertaken on a
regional basis; and

- the leverage of the Group’s fixed cost base
achieved through higher volumes following
an increass in manufacturing capacity in the
second half of FY2006 as part of a strategic
capital investment pragram.

The above savings were partially offset by increases
in labour, steel prices and machined parts and
supplies.

Pro forma EBITDA for Products increased by
US$42.6 milion from US$55.0 milion in FY2005
1o US$97.6 million in FY2006, with the increase
attributable to the revenue growth in the period
and the restructuring and sourcing cost savings.

The increase in depreciation in FY2006 reflects the
part year impact of the sirategic capital investment
program which was initiated in the second half

of FY2006 (see Section 5.3 for further details).

844 Corporate

Corporate expenses increased by US$14.8 million
{rom US$8.5 million in FY2005 to US$23.3 milion in
FY2006 principally as a result of the establishment
of the Company's global headquarters in Salt Lake
City, Utah, United States.
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B4.5 Capitat expenditure

Pro forma capital expenditure increased by
US$41.9 million from US$49.8 million In FY2005
1o US$91.7 million in FY2006. The increase was
principally as a result of:

- the Company's expansion of its drill rig
portiolio {total of 79 rig additions) in order
to meet the current and expected drilling
activity of its customers; and

- a strategic capital investment program
undertaken in the second half of FY2006
to update and axpand the Company's
manufacturing capacity in order to meet
increased markel demand.

In addition to the above, the Company acquired plant
and equipment of US$S.2 mifion and US$3.2 million
by means of finance leases in FY2005 and FY2006
respectively,

8.5 Pro forma consolidated balance sheet
8.5.1 Basis of preparation

Table 8.5.1 sets out tha pro forma consolidated
balance sheet of the Boant Longyear Group as at

31 December 2006 (refer to Sections 8.1 and 8.2 for
a descriplion of the derivation of pro forma historical
financial nformation). As discussed in Section

8.2, the pro forma cansolidated balance sheet of
the Boart Longyear Group has been prepared in
accordance with AIFRS, applying the principles of
reverse acquisition accounting.

In addition to the preparation in accordance with
AIFRS, the major assumptions applied in the
preparation of the pro forma consolidated balance
sheet of the Boart Longyear Group are described
in Section 8.5.2.

The pro forma consolidated balance sheet as at
31 December 2008 should be read in conjunction
with the financial information and notes to the
financial information set out in the Appendix.
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Table 8.5.1 Pro forma consolidated bafance sheet of the Boart Longyear Group as at 31 December 2006
UStm ASm

Current assets

Cash and cash eguivalents

Trade and other receivables

Other financial assels

Inventories

Prepaid expenses and other current assets

Total current assets

19.6
207.0
28
17715
29.7

5266

Non-current assets

Praperty, plant and equipment 2601 3305

Deferred tax assets 36.7 48.6

Other financial assets 39 50

Goodwill and other intangible assets 2219 2820

Other assets 1.2 15
PP et F

Totalasset593821,1922

Current liabilities

Trade and other payables 240.8 306.0
Current tax payable 23.0 29.2
Loans and borrowings 51 B.6
Provisions 288 366
Other iiabilities 07 0.8

Totalcurrent I|ab[|]tleszga43793

Nen-current liabilities

Trade and other payables 07 08
Loans and borowings 668.8 849.9
Other financiat liabilities 2.3 29
Deferred tax liabiities a7 47
Provisions . 378 48.0
Total non-current liabilities o 7133 ' 906.4
STt vt reae s rtreenrinnans 1.0“7 1.'235.7

Nelassetsl(llab:lltles)(735)(935)

Equity .

Issued capital 4523 574.8
Reserves 73 93
Other equily amounts {261.3) {332.1}
Retained eamings/faccumulated losses) (271.8) (345.5)
e equutyl(dencit)(735)(935)

Note:
1. US dollar pro forma consolidated batance sheet information as et 31 December 2006 has besn ranslated into AS at the exchangs jate
prevaing al that date of USS0.787:A%1.00.
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8.5.2 Assumptions

in preparing the pro forma consolidated balance
sheet of the Boart Longyear Group, it has been
assumed that:

- RSHI is acquired by Boart Longyear
Investments, a wholly owned subsidiary of
the Company, for an estimated purchase
price of US$1,429.4 miltion {AS1,816.5 milion}
(pased on the mid-point of the Indicative
Price Range and using the historical foreign
exchange rate as at 31 December 2006 of
US$0.787.A31.00);

- borrowings of the Company are restructured
to a pro forma net debt position of US$650
million {reflecting the total size of the term
facilities as described in Section 12.5.2)
plus finance leases and other borrowings of
US$13.2 mitlion (including LS$12.0 million of
finance leases) less the unamortised balance
of debt arrangement {ees (US$4.3 million);
and

- the Offer raises A$2,367.6 million
{US$1,863.1 milion) (based on the mid-
point of the Indicative Price Range) and
the proceeds are applied to redeeming the
Redeemable Notes held by the Vendors
of A$1,375.6 million {US$1,082.5 million),
repayment of a portion of debt facilties
and related costs of the debt restructuring
of US$708.6 million (A$900,5 million) and
paying related Offer costs of A$91.5 milion

- {he following lransactions which completed
after 31 December 2006, occurred on
31 December 2006:

— the acquisition of KWL
- the acquisition of Grimwood Davies; and
— 1the acquisition of Connors.

Note:

Certain assumptions used in the preparation of the pro forma
consolidated balance sheel and the pro forma parent entity
batance sheet difter Irom those used in the Key Offer Statistics and
elsgwhere in the Prospectus for the reasons referred to in Table 1.2
in Section 1.

8.6 Pro forma parent entity balance sheet
Table 8.6.1 below sets oul the pro forma parent
entity (Boart Longyear Limited) balance sheet as
at 31 December 2006. The pro forma parent enlity
balance sheet as at 31 December 2006 has been
prepared as though the Company acquired RSHI
on 31 Decernber 2006 notwithstanding that the
Company was not incorporated until 2 January
2007. The valus of the net assets presented in

the pro fonma consolidated batance sheet of the
Boart Longyear Group as at 31 Dacember 2006

is significantly iess than the value of the net assels
of the pro forma parent entity balance sheet at

the same date due to the application of reverse
acquisition accounting.

(US$72.0 million); and

Table 8.6.1 Pro forma parent entity (Boart Longyear Limited) balance sheet as at 31 December 2006

Pro forma Pro torma

ussm ASm

Non-current assets
Investments in subsidiaries 2,141.4 27213
Deferred tax assets 18.2 234
Totalnoncurrentassets2,15982.7444
Tola!assets2,159627444
R Ty 27444
Equity
{ssued capilal 2,159.6 27444
Totalequny2,159627444

Note:

1. US dollar pro forma batance sheet information as at 31 Decernber 2006 has been iransiated into AS at 1he exchange rate provailing at

that date of USS0.787:A51.00.
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8.6.1 Basis of preparation and assumptions
The pro forma parent entity balance sheet as at

31 December 2006 has been prepared on the
basis that the Company through Boart Longyear
Investments acquired RSHI on 31 December 2006.

In determining the purchase price to be paid for
RSHI, and therefore the carrying value of the
investment in RSH1 in the pro forma parent entity
bafance sheet, it has been assumed that:

- RSHiI is acquired by the Company through
Boart Longyear tnvestments for a pro
forma purchase price of approximately
US$1,429.4 million (A$1,816.5 million)
based on the mid-paint of tha Indicative
Price Range and using the historica! foreign
exchange rate as at 31 December 2006 of
USS0.787:A$1.00;

- the purchase price will be funded by
Boart Longyear Investments issuing
Exchangable Notes valued at A$441.0 milion
(US$347.0 milion) and Redeemable Notes
valued at A$1,375.6 million (US$1,082.5
million} to the Vendors. The value of the
Exchangable Notes and Redeemable Notes
issued to the Vendors is based on the mid-
point of the Indicative Price Range and using
the historical foreign exchange rate as at
31 December 2006 of US$0.787:A$1.00;

- the Offer raises A$2,367.6 milion
{US$1,883.1 milion) based on the mid-paint of
the Indicative Price Range (using the historical
{oreign exchange rate as at 31 December
2006 of US$0.787:A%1.00) and the proceeds
are applied to redeem Redeemable Notes
held by the Vendors of A$1,375.6 milion
{(US$1,082.5 milion}, repayment of a portion of
the debt facilities and related cosis of the debt
restructuring of USS708.6 million
{A$900.5 million) and paying related Ofter
costs of A$91.5 milion (US$72.0 millior); and

- an internal group restructure will be
implemented at Seltfernent foliowing the
acquisition of RSHI by Boartl Longyear
Irvestments which will result in the proceeds
of the Offer received by the Company being
invested in varicus Group subsidiaries and
subsequently invested in or loaned to the
subsidiaries that hold ihe debt facilities prior
to IPO or are incuring related Otfer costs.

If the Final Price is graater than or less than the value
assumed in the pro forma parent entity balance
sheet, this is likely to result in a change in share
capital, a change in the carrying value of RSHI and a
change in the value at which the Redeemable Noles
are redeemed.

8.7 Liquidity

8.71 General

The principal sources of funds are cash flows from
operations and borrowings under credit facilities. Tha
Boart Longyear Group expects that it wilt finance its
ongoing operations with a combination of operating
cash flows and bank borrowings.

Existing cash resources, credit facitities and

the anticipated cash flows from operations are
expected to provide sufficient liquidity 1o meet the
Boart Longyear Group's currently anticipated cash
requirements for a period of at least the 12 months
following listing on ASX. The Boart Longyear Group's
ability to generate sufficient cash depends on its
future performance which, 10 a certain extent, is
subject to general economic, financial, competitive
and other factors beyond the control of Boart
Longyear, the Directors and the Senior Management
Team. In addition, future capital expenditure and
other cash requirernents could be higher than
currently expecled as a result of various factors. If
this oceurs, or if the amount of the Boart Longysar
Group's anticipated sources of cash is lower than
expecied, the Boart Longyear Group may be
required to seek additional extarnal financing.

8.7.2 Working capital

The Boart Longyear Group's working capital
requirements vary across the year and reflect
matters such as the {eve! of drilling activily of Boart
Longysar and its customers and the level of capital
expenditure. Increased drifling activity also leads to
increased demand for the Company’s products such
as coring and percussive tools.

The Boart Longyear Group actively manages working
capital and aims to reduce working capital over

time. It is expected that inventory levels and working
capital levels improve as a result of specific working
capital reduction initiatives. Management considers
that inventory levels are sufficient to meet required
customer service levels.

8.7.3 Financing faciiities

The Boart Longyear Group’s external financing
facilities are described in full in Section 12. The Boart
Longyear Group has a working capita) facility as part
of a revolving facility and will use this 1o fund short
term borrowing reqeirements which may be caused
by cash flow needs from items such as seasonal
peaks in working capital, capital expenditure, or
integration costs an acquisitions.
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8.8 Critical accounting policies

The Boart Longyear Group's critical accounting
policies are those that it belisves are most important
to the presentation of its financial position and
performance. In many cases, the accounting
treatment of a particular transaction is specifically
dictated by AIFRS with no need for the appfication
of judgement. In certain circumnstlances however,
the preparation of consolidated financial statements
in conformity with AIFRS requires the Boart
Longyear Group 1o usa judgement 1o make certain
estimates and assumptions. These estimates affect
the reported amounls of assets and liabilities and
disclosures of contingent assets and liabilities at the
date of the consolidated financial statements and the
reporied amounts of revenues and expenses during
the reporting period. The Boart Longyear Group
believes the policies described below represent

its critical accounting policies. Oetaits of the Boart
Longyear Group's significant accounting policies are
included in the Appendix.

8.81 Revanue

8.8.1.1 Goods sold

Revenue from the sale of goods is measured at the
fair value of the consideralion received or receivable,
net of returns and allowances, trade discounts and
volume rebates. Revenue is recognised when the
significant risks and rewards of ownership have bean
transferred to the buyer, recovery of the consideration
is probable, the associated costs and possible relum
of goods can be estimated refiably, and there is no
centinuing management involvement with the goods.

Transier of risks and rewards varies depending on
the individual terms of the contract of sale and with
local statute but is generaily when title and insurance
risk has passed to the customer and the goods have
been delivered to a contractually agreed location.

8.8.1.2 Services

Revenue from services rendered is recognised in
profit or loss in proportion to the stage of completion
of the transaction at the reporting date. The stage of
completion of the contract is determined as follows:

- Revenue from drilling services contracts is
recognised on the basis of actual metres
dritled for each contract; and

- Revenue from time and material contracts is
recognised at the contractual rates as labour
hours are delivered and direct expenses are
incurred.

1¢

8.8.2 Defined benefil superannuation/

pension plans
The Boart Longyear Group's net obligation in respect
of defined benefit plans is calculated separately
for each ptan by estimating the amount of future
benefi! that employees have earned in return for their
service in the cumrent and prior periods; that benafit
is discounted to determine its present value, and the
fair value of any fund assets is deducted.

The discount rate is the yield at the balance sheet
date on high quality corporate bonds that have
maturity dates approximating the terms of the Boart
Longyear Group's defined benefit obligations. Where
there is no deep market in such bonds, the market
yields {at the reporting date) of govemment bonds
are used. The calcutation is performed by a qualified
actuary using the projected unit credit method.

Actuarial gains and losses arising from experience
adjustments and related changes in actuariat
assumptions are charged or credited to retained
earnings.

When the benefits of a plan are improved, the portion
of the increased benelfit relating 1o past service by
employess is racognised as an expense in the profit
or loss on a straight-line basis over the average
perod until the benefits become vested. To the
axtent that the benetits vest immediately, the expense
is recognised immediately in profil or loss.

Where the calculation results in a benefit 1o the Boart
Longyear Group, the recognised assel is [imited to
the net total of any unrecognised past service costs
and the present value of any future refunds from

the plan or reductions in future contributions to the
olan. Past service cost is the increase in the present
value of the defined benefil obligation for employee
services in prior periods, resulting in the current
period from the infroduction of, or changes 1o, post
employment bengfits or other long term employee
benefits. Past service costs may sither be positive
(where benefils are introduced or improved) or
negative (where existing benefits are reduced).
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8.83 inventories

Products

Inventories.are measured al the lower of cost and
net realisable value. The cos! of inventories is based
on a standard cost method, which approximales
actua! cost on a first-in first-out basis, and includes
expenditure incurred in acquiring the inventories and
bringing themn to their existing location and condition.
In the case of manufaciured inventories and work

in progress, cost includes an appropriate share of
production overheads (including depreciation) based
on normal operating capacity. Net realisable value is
the estimated selling price in the ordinary course of
business, less the estimated costs of completion and
selling expenses,

Driling Services

The Company maintains an inventory of core

driling rods and casings for use in the rendering of
services. Such inventories are measured at the lower
of cost and net realisable value. Core drilling rods
and casings are inifialty recognised at cost and are
expensed over their useful life. A regular and ongoing
review is undertaken to establish whether any items
are obsolete or damaged, and il so their carrying
amount is writlten down to its net realisable value,

8.8.4 Property, plant and equipment

8.8.41 Recognition and measurement

ltems of property, plant and equipment are
measured at cost less accumulated depreciation
and impairment lossas.

Cost includes expenditures that are directly
attibutable to the acquisition of the asset including
the cost of materials and direct labour, any other
costs directly attributable 1o bringing the asset to a
working condition for its intended use, and the costs
of dismantling and remaving lhe ilems and restoring
the site on which they are located. Purchased
software that is integral to the functionality of the
related equipment is capitalised as part of that
equipment,

When parts of an item of property, plant and
equipment have different usefid lives, they are
accounted for as separate items (major components}
of property, plant and equipment.

8.8.4.2 Subsequent costs

The Group recognises in the carrying amount of

an item of property, plant and equipment tha cost
of replacing part of such an item when that cost is
incurred it it is probable that the future economic
benefits embodied within the itern will flow to the
Group and the cost of the item can be measured
reliably. All other costs are racognised in the income
statement as an expense as incurred.

8.8.4.3 Depreciation

Oepreciation is recognised in profit orlosson a
slraight-line basis over the estimated useful lives
of each part of an item of property, plant and
equipment. Leased assets are depreciated over
the shorter of the lease term and their useful lives.
Land is not depreciated.

The following useful life estimates are used in the
calculation of depreciation:

Buildings 20-40 years
Plant and machinery 5-10 years
Dril rigs 5-12 years
Other drilling equipment 1-5 years
Office equipment 5-10 years
Computer equipment:

Hargdware 3-5 years

Soltware . 1-5 years

Depreciation methods, useful lives and residual
values are reassessed al the reporting date.
Estimates in respect of the useful lite and residual
value of certain items of plant and equipment and
drill rigs were revised eftective 6 October 2006 for
annual financial reporting purposes. The pro forma
historical financial information assumes that the
revised estimated useful lives wera applicable from
1 January 2005.

8.8.5 Restructuring provision

A provision for restructuring is recognised when the
Boart Lengyear Group has approved a detailed and
formal restructuring plan, and the restructuring either
has commenced or has been announced publicly.
Future operating costs are not provided for.

8.8.6 Earn-out and bonus agreements

In certain circumstances, previous owners of
acquired businesses become employees of the Boart
Longyear Group. A business combination agreement
may include eam-out or bonus clauses which provide
for an adjusiment to the cost of the combination
contingent upon fulure events. i contingent
consigderation is, in substance, compensation for
services or profit sharing (e.g. clauses requiring

that the individual remain employed by the Boart
Longyear Group), those payments are recognised

as an expensa over the period of services provided.

If the substance of lhe consideration is payment for
the business acquired, the amount is treated as an
adjusiment to the cost of the busingss combination.

i
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8.9 Off balance sheet financing
arrangements

The Boart Longyear Group has off balance

sheet amangements {or lease commitments and
unconditional purchase agreements. Detaits and
further information regarding thess commitments
as at 31 December 2006 can be found in Note D.14

of the Appendix.

Other than these items, the Group does not

believe that it has entered into any oif balance sheet
transaction, arrangement or other relationship

that is reasonably likely to materially affect its
financial condition, revenues or expenses, results
of operations, liquidity, capital expenditures, the
avaiability of capital resources or requirements

for capital resources.

8.10 Capital commitments

The Boart Longyear Group had various capital
commitments contracted for, as at 31 December
2006, principally relating to the acquisition of new
drill rigs and ancillary equipment, strategic capital
projects to expand manufactusing capability and
capacity across a number of its key product lines
and office renovations at the Sait Lake City, Utah,
United States location.

Further information regarding these commitments
can be found in Note D14 of the Appendix.

12

8.11  Foreign exchange hedging practice
Boart Longyear Is exposed to market risks
assoclated with foreign currency exchange rates
particularty with respect to the exchange rate
between the US doffar, the Canadian doliar and the
Australian dollar. In this regard approximately 37%

of Boart Longyear's revenuss are denominated in
US doallars, with a large portion of the remainder
being denominated in Canadian and Australian
dollars {22% and 19% respectively). In general,
Management considers the Boart Longyear group to
be appropriately hedged through having the currency
of the cost base largely matching that of the revenue
base. There are however, fransactions between the
North American and Australian operations hence
exchange rate differences can ariss thraoughout a
financial year. On occasions the Company uses
forward exchange contracts to limil the effects of
changes in exchange rates or foreign denominated
assets and fabilities.

Exchange differences may also arise as a result
of the translation of profits arising frorn operations
recorded in currencies other than the US dollar.

8.12  Interest rate hedging practice

The Company is exposed to interest rate risks and
utilises interest rate swaps {0 manage its exposure
lo interest rate changes in a portion of its existing
debt {refer 1o Section 12.5.2).
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91 Basls of preparation and presentation
The Forecast Financial Information has been .
prepared by the Directors and includes the pro forma
forecast Consolidated Income Statement and pro
forma summary forecast cash flow before financing
and tax for FY2007 (“Directors’ Pro Forma Forecast”)
and the statutory forecast consolidated income
staternent and the statutory summary forecast

cash flow before financing and tax for FY2007
{“Directors’ Statutory Forecast"), collectively referred
to as the ‘Direclors’ Forecast’. The Directors’ Pro
Forma Forecast differs materially from the Directors’
Statutory Forecast for that period, principally due to a
number of non-recurring items, as detalled in Section
95.

The accounting policies disclosed in Note O of the
financial information in the Appendix have been
consistently applied in the preparatlon of the Forecast
Financial Information. For 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 8 and the Appendix and includes the pro
forma consolidated historical statements of revenue,
EBITDA and EBIT for F¥2005 and FY20086. The
basis of preparation and presentation of the Farecast
Financial Information in this Section is consistent
with the basis of preparation and presentation for the
historical periods described in Section 8.2.

The Directors' Forecast is based upon a number

of estimates and assumplions that are subject to
business, economic and competitive uncertainties
and contingencies, many of which are beyond the
control of the Company, tha Directors and the Senior
Management Team, and upon assumptions with
respect to huture business decisions, which are
subject to change.

The inclusion of the Directors’ Forecast in

this Prospectus should not be regarded as a
representation or warranty with respect to its
accuracy, or the accuracy of the undertying best
eslimate assumptions, or that the Boart Longyear
Group will achieve, or is likely to achieve, any
particutar results. The Directors' Forecast also
assumes the success of the Boart Longyear Group's
business strategies. The success of these strategies
is subject o uncertainties and cantingencies beyond
the control of the Company, the Directors and the
Senior Management Team, and no assurance can
be given that 1he strategies will be effective or that
the anticipated benefits from the strategies will

be realised in the period for which ths Direclors’
Forecast has been prepared, or othenwise.
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Events and circumstances often do not cceur as
anticipated and therefore actual results are likely to
difter from the Directors’ Forecast. These ditferences
may be material. The drilling industry is subject to
many external factors which can materially impact the
Boart Longyear Group's future financial performance
a described in Section 6.

The Directors' Forecast is based on best estimate
assurnptions as to revenue, costs and exchange
rates, among other things, for FY2007. As shown

in the sensithvity analysis in Section 9.6, relatively
small changes In kay assumptions can have a
significan! impact on operating results. Accordingly,
the Directors cannot and do not guarantes the
achievement of the Directors’ Forecast.

The Directors believe that due care and attention

has bean used in the preparation of the Directors’
Forecast, and consider the assumptions o be
reasonable when viewed as a whole. The information
is not fact and prospective invastors are cautionad not
to place undug reliance on the Directors’ Forecast.

There Is no intention to publish updates (o the
Directors’ Forecast in the future.

9.2 Statements of pro forma historical, pro
forma forecast and statutory forecast
consolidated income

The tabls below sets out certain pro forma historical
financial information and the Directors’ Pro Forma
Forecast Consoligated Income Statement and the
Directors’ Statutory Forecast Consolidated Income
Statement. The information in the table shou!d be
read together with the key best estimale assumptions
underlying the Directors’ Pro Forma Forecast
described in Section 9.4, the sensitivity analysis set
out in Section 9.6, the risk factors set out in Section 6
and other information contained in this Prospectus.

Certain significant costs that are not representative
of the ongoing costs of the Boart Longyear Group
are forecast to occur during FY2007. These costs are
excluded from the Directors’ Pro Forma Forecast and
are detailed in the reconciliation of the Directors’ Pro
Forma Forecast to the Directors’ Statutory Forecast
in Section 9.5, In addition, the Directors' Pro Forma
Forecast assumes that all of the Acquired Businesses
that were acquired atter 31 December 2008, were
acquired on t January 2007. The Direclors’ Statutory
Foracasl figuras presented in the following table
reflects the actual iming of acquisitions as well as
adjustments for certain one-off costs.
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Table 9.2.1 Pro forma historical, pro forma forecast and statutory forecast consolidated income stalements

Proforma Prolorma Proforma Protforma Protorma  Pro forma Statutory  Statutory
FY2008 FY2008 FY2007 FY2005 Fy2008  FY2007 FY2007  FY2007

Ussm USSm UsSsm ASm ASm ASm US$m ASm
Revenue from 10226 1,2528 14612 13420 16849 18950 14600 1,8934
operailng aCtNltIBS
Cost ofsales - ""'"""""'"'"(6720) ‘(7686 (@823 | (881 9) u 021 4) (1 1442 (891.4) (11560)'
Grosspron 3506 “ags2 5789 4601 8435 7508' “"'5656 7374'
s .
2778 3 3892 . .
i AT
. B e
0.9 1.2)
............................................................................. s Sl
I'ncome QEX expe ) R
e o
NPAT (pre-amortisation) 1519 J970 810 1050
Notes;

1. US dotier pro torma historical inancial information has been transiated into AS al the avarage exchange rate lor the financial year being
USS0.762:A51.00 for FY20035 and USS0.7525:A81.00 for FY2006.

2. US dollar pro forma forecast financial information for FY2007 has been translated into AS at LIS$0.771:A%1.00 being the forecast six
maonth forward rate st the tima of preparation of the Directors’ Forecast.

3. n presanting oro forma EBITOA, pro forma EBITA, and pro forma EBIT interast is defined as nat finance costs as describaed in Note
D.1.21 of the Appendix.

4, Depreciation on the fair valua upht to tangible assels arising pursuant Lo the purchasa price alocation exarcise tor the Acquired
Businesses has only been appliad elfactive rom the date of acquisition or 31 December 2008 lor acquisitions subsequent 1o year end.
The Direciors do not believe thal a reasonable basis exists lor recognising a pro forma adustment from 1 January 2005 and the financial
impact is not material to understanding the Historical Financial tnformation.

5, Amartisation charges primarily rolate Lo patents, as the purchasa price afiocation axarcise complated in retation to the Acquired
Businesses has only beon applied alfectiva rom tha dale of the acquisition o1 31 Decomber 2006 for acquisitions subsequent to
year end, The Directors do no1 beliave that a reasonable basis exists for recognising a pro torma adjustment from 1 January 2005
for amortisation of contractun! customer ralationships and the financial impac! is nol matarial to undarstanding the Historical
Financial Information.

6, For tha purpeses of prasentation of financial information in this Prospectus and the Appendix, cos! of sales has bean presented exclusive
of all depreciation and amortisalion, including depreciation and amortisation absorbed into the cost of inventories presented in tho pro
Iorma balance sheet. Inits statutory financial report for the year ending 31 December 2007, Boart Longyear Limited intends to presar
cost o sales and other junctionat expenses inchusive of depreciation and amortisation applicabta to both the Driling Services and
Products businesses.

7. As noted in Section 8, the Historical Financial Information has been presented 10 the pro forma EBIT level only as the businesses
historically operated under s different corporate struciure with duiterent gearing and tax profles.

Table 9.2.2 Key pro forma historical and forecast financial indicators by business division {(US3m)

Drilling Services Products Corporate Total

Us$m FY2006 FY2007 FY2008 FY2007 FY2006 FY2007 FY2008 FY2007
Pro torma revenue from

operating activities 7681 9D8.4 4B47 5528 - - 12528 1461.2
Pro forma gross profit 306.2 3647 1780 2142 - - 4842 5789
Pro forma gross margin % 39.9% 40.71% 367% J387% - - 387% 39.6%
Pro forma EBITDA 2035 2510 976 1212 (23.3) (523 2778 3200
Pro forma EBITA 166.5 2011 g9.0 100 (236 (522) 2319 2589
Pro forma EBIT 166.5 198.9 890 1093 (245 (52.2) 231.0 2560
Note:

1. Aeler to noles to Tabde 9.2.4 for details of exchange rates appBed and a description of the presentation of cost of sales and gross profit.

15
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Table 9.2.3 Pro forma historical and forecast revenus and EBITDA by geographic segment

Pro torma Pro forma FY2007
ussm FY2006 FY2007 Growth Rate
Pro forma revenue
United States 3054 3448 12.9%
Canada 3081 364.9 18.4%
Asia Pacific 309.2 381.2 23.3%
South America 107.9 124.5 15.4%
Europe 101.6 123.9 220%
Sub Saharan Africa 120.9 1221 1.1%
Total T 1,2““.'8 R "1",&61.2 16.6%
Pro forma EBITDA
United States 74.6 B6.5 16.0%
Canada 7.2 92.4 29.68%
Asia Pacific 927 10.5 19.2%
South America 328 381 16.0%
Europe 241 26.5 9.9%
Suby Saharan Africa 57 16.3 185.9%
Corporate 23.3) {50.3) 116.0%
L e
Notes:

1. Raier 1o notes 10 Table 9.2.1 for detalls of exchange rates appbed.
2, Total corporate expense for FY2007 of $50.3 milion on a geographic basis dilters from the total corporate expensa shown in Tabla 9.2.1
as thare is o $1.9 malicn atiocation from USA 1o corporate head office,

Table 9.2.4 Pro forma historical, pro forma forecast and statutory forecast consclidated summary cash
flow before tinancing and tax

Protorma Proforma Proforms Proforma Protforma Proforma Statutory  Statutory
FY2006 FY2008 FY2007 FY2005 FYz008  Fy2007 FY2007  FY2007

USEm Ussm LSSm ASm ASm ASm USSm ASm
EBIT 1588 2.0 2560 2084 3070 3320 2287 296.6
Depreciation and 411 46.8 64.0 539 62.2 B3.0 61.8 801
amortisation
EBITDA 1999 2778 320.0 2623 369.2 4150 290.5 3767
Non-cash and 726} (21.2) 79  (953) (282 102 77 (100
other items and warking
capital movernenis
Cash flow availabe 127.3 2568 327.9 1670 3410 4252 2828 3667
from operations
Capital expenditure (38.4) (60B) (86.0) (50.4) (805 (111.5) (859 (111.4)
- growth
Capital expenditure {11.4) (31LY) (308 (1500 (@3 (39.5) (30.5) {39.5
- mainienance
Cash flow before 775 1649 2114 1016 2192 2742 1664 2158

financing and tax

Notes;

1. Rafer to notes 1o Table 9.2.1 for dalails of exchange rates applied,

2. Inarriving at pro forma EBITDA, pro forma EBITA and pro forma EBIT, interest is defined as net finance costs as described in Note D.1.21
of the Appendix.

3. Pro forma capital expenditura in tha above tablo excludes US$S.2 milion and US$3.2 million of plant and equipment acquired by means
of linanca leasas in FY2005 and FY2006 respoctivaly,

4, Pro forma captial expenditure in the above abia has been prepated on an aecnual basis,
116
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8.3 Management's discussion and
analysis of Directors’ Pro Forma
Forecast for FY2007
The commentary included in this Section discusses
the key factors that are forecast to impact the
financial performance of the Boart Longyear Group
in FY2007. Management’s discussion and analysis
should be read in conjunction with the tablas of key
pro forma financial indicators (Tables 9.2.2 and 9.2.3).

Investors should be aware that the timing of actual
avents, and the magnitude of their impact, may differ
from that assumsd in preparing the Directors’ Pro
Forma Forecast, and that this may have a materially
positive or negative effect on the Boart Longyear
Group's actual financial performance or financial
position.

The Directors' Pro Forma Forecast has been
prepared on the basis of key best estimate
assumptions set out in Section 9.4, Investors are
advised to review these assumptions in conjunction
with the sensilivity analysis set out in Section 9.6, the
risk factors set out in Section 6 and other information
set out in this Prospectus.

9.31 Consolidated

Pro forma revenue for Boart Longyear is forecast to
increase by US$208.4 million from US$$1,252.8 milion
in FY2006 to US$1,461,2 million in FY2007. This
increase assurmnes the;

- increase in the size of the Company's drill rig
fleet by 77 rigs in FY2007 in order to fulfil the
current markel demand for driling services;

- full year effect of 79 drill rigs added
throughout FY2006;

- increase in pricing and efficiency of the
rig portfolio;

- uplift in revenue from additional products
manufacturing capacity installed in the
second half of FY2006 and in the first half
ol FY2007;

- price increasas for the Company's product
range and on the renewal of driling services
contracts; and

- growth in the Company's non-Minerals
drilling end markets, such as Energy
Industry dnlling.

The above operationa! forecast assumptions for
FY2007 assuma the following macro economic
conditions:

strong global commodilies demand coupled
with constrained supply.

declining commodity reserves caused by

30 years of underinvestment in exploration and
development during the periad of relativety

low commodity utiisation from 1970 to 2000
coupled with the continued industriatsation of
Brazil, Russia, India and China; and

significant irnvestment in exploration and
development as a result of the accumutating
cash reserves of the Majors and significant
equity raised by the Juniors in recent years.

Pro forma EBITDA is forecast to increasse by
US$42.2 mithon from US$277.8 million in FY2006 to
US$320.0 million in FY2007 as a result of:

- the forecast growth in revenue outlined
abovs;

- efficiencies delivered by the Company’s
products manufacturing rationalisation
program including the transfer of production
to lower cost countries such as China; and

specific incremenrdal cost reduction initiatives
across the businesses, including the

global sourcing initiative, which uses the
Company's global reach and scale to derive
sourcing benefits.

The EBITDA increase resulting from the elements
above is expected {0 be partially offset by the full
year effect of the employment and associated costs
incurred in continuing to establish the Company's
global headguarters in Salt Lake City, Utah,

United States.

9.2.2 Driling Services

In Driling Services, sales revenue is forecast to
increase by 18.3% to US$908.4 milion in FY2007,
primarily driven by the continued expansion of the
drill rig fleet, the full year eftect of drill rigs added
in FY2006, expansion into high growth/higher
margin countries/regions such as Russia and the
Commonwealth of Independent States, Chile and
Wastern Africa and an increased focus on global
account management of the key mining majors.
The Directors have also assumed that there will
be continued growih In mining and energy drilling
{oil sands and gas pre collar) during the Forecast
Period. As a result, Management has forecast
increasing its drill rig fleet by 77 rigs during FY2007
which wili enable the Company to service the
expected increase in demand.

"7
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As a consequence of continued consolidation in

the resources sector and Boarl Longyear’s position
as one of the world's major driling companies,

the Compary Is increasing its tocus on global
account managemeni. Management expect to
deriva additional revenues from this iniliative due to
higher planning visibility as well as gaining a higher
percentage share of the Majors' drilling requirements.

At the beginning of each financial year, the Company
has a level of revenue under framework agreements
wilh its customers. Additional amounts of revenue
are classified as highly probable in nature. As at

1 January 2007 the Compary had approximately
75% of its forecast Driling Services revenue under
framework agreements for FY2007 or classified as
highly probable.

Pro jorma gross profit is expected o increase by
19.1% to US$364.7 million in FY2007, with pro forma
gross profit margins expected {o increasse by 20 basis

points 1o 40.1% primavity driven by the fufl year impact _

of FY2006 price increases on contract renewal and
expected price increases on contract renewals in
FY2007, an increase in revenue from historically
higher margin geographies such as Western Africa
and a continued focus on the restructuring of lower
margin contracts currently in place.

Pro forma EBITDA is forecast to increase by
US$47.5 millien from LS$203.5 million in FY2006
to US$251.0 million in FY2007 principally driven
by the flow through of revenus from the new rig
additions and the increased scale benefits over
other expensas.

Depreciation is forecast to increase by

US$12.9 milion in FY2007 when compared with
FY20086, primarily due {0 the projected addition

of new drill rigs throughout the year and the impact
of a full year of depreciation for those drill rigs added
in FY2006.

9.3.3 Products

During FY2007, the Products business is forecast
10 benelit from continued strong demand for driling
capital equipment as well as associated coring and
percussiva tools.

Tha pro forma revenue of the Products business is
forecast 1o increase 10 US$552.8 miliion in FY2007
which represents a 14.0% increase on FY2006. This
increase reflects the forecast of a higher number of
drill rig sales and increased demand for coring and
percussive tools driven by the Company's additional
installed production capacity,

AL ]

The increase in the Company's production capacity
was aresult of a strategic review of the Company's
manufacluring faciities undertaken in the second

half of FY2008. The review identified the need to
undlertake a number of specific capital projects

as well as the re-design of certain manufacturing
processas. The resultant capacity expansion projects
will be implemented by the end of the first half of
FY2007. In addition, management has forecast a
number of productivity improverments and efficiencies
as aresult of the recent changes to manulacturing
processes.

Pro forma gross margin is forecast o increase by
200 basis peints, from 36.7% in FY2006 to 38.7%
in FY2007 due to:

- cost savings derived through the global
sourcing initialive, particularly in respect
of driling capital equipment and steel and
machined parts;

price increases; and

the higher leverage of the fixed portion of
the Gompany’s manufacturing cost base
achieved through capacity expansion and
the resulting increase in volumes.

The increase in pro forma EBITDA from

US$S7.6 milion in FY2006 to a forecast

US$121.2 million in FY2007 reflects revenue growth
(above), gross margin improvements {above) and the
reduction of other expenses as a percentage of sales
due to saveral restrucluning initiatives.

Depreciation in FY2007 is expected to increase,
reflecting ihe leve! of capital expenditure expected

to be incurred during FY2007 and the tull year impact
of depreciation associated with the FY2006 capitat
expsanditurs.

9.3.4 Corporate

Corporate costs are forecast to increase from
US$23.3 million in FY2006 to US5$52.2 miltion in
FY2007. The increase of US$28.9 million is primarily
due to the expansion of the Company's Salt Lake
City office into a fully resourcaed operational head
office for the Company's globa! operations,
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93.5 Capital expenditure

The Directors' Forecast assumes pro forma capital expenditure of US$116.5 million as sel out in the

following table:

Table 9.3.1 Directors’ Pro Forma Historicai and Forecast capital expenditure

Pro forma

Proforma  Proforme  Proforma  Prolorma  Proforma

loem  Um  Tlem MR Mam Men
Growth 38.4 80.6 86.0 50.4 80.5 115
Maintenance 11.4 3 305 15.0 4.3 395
Total pro forma capital expenditure  49.8 917 165 654 1218 1510
Drilling Services 36.5 639 84,9 479 849 1100
Products 11.8 178 16.5 15.5 23.4 21.4
Corporate 1.5 10.2 151 20 135 18.6
Tota1proionnacapnalexpendnure498917116565412181510

Notes:

1. Refer 1o notes 10 Table 9.2.1 for details of exchange rates appled.

2. Pro lorma capital expendiure in tho above table excludes USS$5.2 million and USSS.2 milion of plant and equipment acquired by means

ol finance leases in FY2005 and FY2008, respectively.

3. Pro forma capital expenditure in the table above has besn prepared on an accrual basis,

Drilling Services

Capital expenditure forecast lor the Driling Services
division includes maintenance capital expenditure

of US$26.9 million and growth capital expenditure

of US$58.0 milion. The growth capital expanditure
represents the addition of 77 new drill igs and
ancillary equipment in order to satisfy the anticipaled
demand for drilling services of the Majors and
Juniors. Maintenance capital expenditure includes
the replacement of 25 drill rigs.

Products

The capital expenditure forecast for the Products
division includes maintenance capital expenditure
of US$3.6 million and growth capital expenditure
of US$12.9 million. The majority of the growth
capital expenditure is assoclated with the strategic
investment program which commenced in the
second half of FY2008 in order to incraase

the Company’s manufacturing capagcity of the
Company’s key products.

Corporate

The capital expsnditure forecast for the Corporate
division includes growth capital expenditure of
US$15.1 million. The majority of the growth capital
expenditure is associated with the proposed
implementation of a new accounting and finance
syslem and other related IT projects.

9.4 Key assumptions underlying the
Directors' Forecast

9.4.1 General assumptions

The following general assumptions are relevant to

both the Directors’ Pro Forma Forecast and the

Directors' Statutory Forecast, unless specifically

stated otherwise:

- while Boart Longyear is exposed
lo fluctuations in the United Stales,
Canadian and Australian economies
{the key economigs in which it operates}
and specifically the level of mining and
exploration activity undertaken by mining
companies in these countries, this exposure
is miligated by the geographic diversification
and the diversificalion of driling services
and products offerings within these regions.
The Directors’ Forecast assumes that
there are no significant changes in current
prevailing economic conditions, nor in
the rate of economic growth in the United
States, Canada and Australia, changes
to which may have an adverse impact on
the level of expenditure on driling services
and products;

119
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current commodities market conditions
persist throughout the foracast period and in
particutar the gold price remains above the
Senior Management Team's estimated point
of inelasticity as discussed in Section 4.2.1.3;

no significant industrial, contractual,
environmenial or political changes or legal
claims impact Boart Longyear and the
continuity of its operations;

no significant change occurs in the legislative
regimes (including in relation to tax) and
regulatory environments in the jurisdictions in
which Boart Longyear or its key customers
or suppliers operale which may materally
effect on the Directors’ Forecast:

all key personnel are reétained in the business
throughout FY2007;

notwithstanding Boart Longyear's investment
objectives, no acquisitions are completed or
investmenis made by Boart Longyear and
there are no divesiments of any businesses
or assets during the Forecast Perlog;

no material changes occur in Australian
Accounting Standards (including AIFRS),
Statements of Accounting Concepts or
other mandatory professional requirerments,
including the Urgent Issues Group
Consensus Views and the Corporations Act,
which may have a material effect on Boart
Longyear's financial results and reported
cash flows during the Forecast Period;

no material beneficial or adverse effects arise
from the actions of competitors;

in refation fo the Directors’ Pro Forma
Forecast, no change occurs in the
Company's debt and capital structure other
than as set out in, or contemptated by, this
Prospectus; and

there are no material amendments lo any
material agreements or arangemants
relating to Boart Longyear's businesses
and no cancellation or termination of such
agreements or arrangements. The parties
to those agreements and arrangements
are assumed to continue to comply with
the terms of all material agreements and
arrangements.

9.4.2 Specific assumptions

The {ollowing best estimate assumplions have been
adopted by the Directors in preparing both the
Directors' Pro Forma Forecast and the Directors’
Statutory Forecas!, unless otherwise stated:

9.4.2. Operating revenue

The forecast pro forma revenue for FY2007 has been
prepared using a bottom-up approach, by which
each dhvision is primarily responsible for setting its
own forecast earmnings on a country-by-country basis.
The bottom-up budgels taka into account local
marke! conditions, plant specific capacity, existing
contracts, new business, new capital expenditure
including the timing of the expenditure and price
increases as well as volume considerations.

Refer to Section 8.4.3 and 9.4.4 for specific forecast
revenue assumptions for Driling Services and
Products.

9.4.2.2 Operating expenses

In relation to operating expenses, the bottom-

up budget process gutlined above takes into
account salaries, bonuses and other employment
costs {including superannuation and employment
taxes) by employee at FY2007 pay rates specific
to tocal countries or regions. In addition, forecast
costs relating to utilities and transmission,
telecommunications, rales and rent, promations
and markeling are based on contracted terms or
historical experience.

The Directors and the Senior Management Teamn
undertake a process of refining the bottom-up
budgets based on a top-down analysis to take into
consideration broader market conditions and outlook
as well as corporate initiatives and strategies.

Refer to Seclion 9.4.3 and 9.4.4 for specific forecast
operating expense assumpiions for Drilling Services
and Products.
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9.4.2.3 Cost savings

Tha Boart Longyear Group is undergoing several
restructuring initiatives which are designed in part
to reduce costs in some areas of the business.
The Directors’ Statutory and Directors’ Pro Forma
Forecasts only inchude the part year benefit of the
restnicturing fram the expected date of completion
of the following programs, with the majority of the
bensfits expected to be achieved in FY2008:

- restructuring of the South African Products
business by focusing on the Company's
key customers and product lines allowing
for greater streamlining of the sales and
marketing and manufacturing workforce;

- procurement savings contracted in the first
quarter of FY2007 prior ta the Offer;

- the replacement of the Cormpany’s sales
force in certain European countries with local
distributors; and

- cost savings involvad with the relocation
of shank production from the Mississauga
manufacturing facllity in Canada to
Wuxi, China.

9.4.2.4 Public company costs

The Directors’ Pro Forma Forecast assumes
additional publfic company cos!s of approximately
US$2.5 million per annum, including the costs of
reporting, Independent Directors’ fees, Directors'
and Officers' insurance, communications,
compliance and registry. )

9.4.2.5 Depreciation

The Directors' Pro Forma Forecast depreciation
charge for FY2007 of US$61.1 million is based on the
actual depreciation charge tor FY2008, adjusted for
additional depreciation associated with the forecast
capital expenditure in FY2007, together wilth the

full year effect of the rig additions in FY2006 and
the capital expenditure refated 1o the expansion of
the Group's manufacturing capacity, The {orecast
depreciation charge also takes into account the
re-evalualion of useful lives by the Boart Longyear
Group during the second half of FY2006 1o ensure
the Company's accounts appropriately reflect the
economic lives of certain plant and equipment and
other items.

9.4.2.6 Amortisation

The Directors’ Pro Forma Forecast amortisation
charge for FY2007 of US$2.9 milion principally
relates to patents and identifiable intangible assets
including contraciual customer relationships from
the Acquired Businasses.

9.4.2.7 Capital Expenditure

The Directors’ Pro Forma Forecast capital
expenditure of US$116.5 million is based on historical
experience, forecast requirements of the existing
and Acquired Businesses, maintaining facilities

on a replacement cost basis and a number of
development and expansionary initiatives 1o grow
earnings. The Directors’ Forecast assumes all of
the forecast capital expenditure for FY2007 will be
funded by operating cash flows and debt facililies.
Further details on capital expenditure are outlined
in Section 9.3.5.

9.4.2.8 Net finance cost

The Directors' Pro Forma Forecast net finance costs
are based on the proposed funding and banking
arrangements which will be in place shortly after

the Offer {including a fixed interest rate swap over
US$528.0 million of debt) as summarised in Section
12.5.2. The Directors’ Statuiory Forecast reflects tha
higher interest cost relating to debt levels prior to
this Otfer. The net finance cost also includes interest
revenue that would be receivable on cash in the
business and the nel impact of the excess expected
return on pension plan assets over the associated
pension plan interest cost adjusied to reflect the
expectation that certain surplus assets held by the
South African Pension plan will be apportioned
between employeas and the Company In future
years.

9.4,2.9 Tax

The effective 1ax rate of the Boart Longyear Group is
assumed 1o be approximately 32% in FY2007, This

is higher than the Australian corporate tax rate, 30%.
reflacting the proportion of profits that are expected
to be generated outside of Australia. Investors should
be aware that the refative proportion of total revenue
that the Company earns in each offshore jurisdiction
may change particularly as a result of acquisitions.
This could result in the effective tax rate changing.

9.4.210 Expenses of the Offer

The forecast US$72.0 milion (A$91.5 million}
expenses of the Offer are paid in full by the Company,
but of this total, US$68.6 milion {A$87.2 million) are
recorded against equity and hence have no impact
on the Directors” Forecast EBIT, either on a pro forma
or a statutory basis.
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9.4.2.11 Exchange rates

The following exchange rates have been used in
preparing the Directors’ Statutory and Pro Forma
Forecasts for the Group’s major operating regions:

- US dollar: Australian dollar exchange rate
of US$0.771:A$1.00 based on availabla six
month forward rate at the time of preparation
of the Directors' Forecast {forecast
appreciation of 2.5% compared to the
average rate for FY2006);

- US dollar.Canadian dollar exchange rate
0f US$0.849:C%$1.00 based on available
six month forward rates at the time of
preparation of the Directors' Forecast
{forecast depreciation of 3.7% compared
to with the average rate for FY2008);

- US dollar:Eure exchangs rate of
US$1.306:Euro$1.00 based on available
six month forward rates at the time of
preparation of the Directors’ Farecast
{forecast appreciation of 4.1% compared
to the average rate for FY2006); and

- US dollar:South African rand exchange
rate of US$0.136:ZAR$1.00 based on
available six month forward rates at the time
of preparation of the Directors’ Forecast
{forecast depreciation of 7.4% compared
1o the average rate for FY2006).

For the other regions in which the Group operates,
relevant six month forward rate assumptions have
been assumed on a country-by-country basis,

9.4.3 Drilling Services - key assumptions

9.4.3.1 Growth in market size and market share
The growth of the Minerals exploration driling market
is a key factor in determining the future revenise of
Driling Services. Based on industry research, the
Directors expect the growth in exploration drilling lo
be appraximately 20% in FY2007.

The Directors’ Forecas! assumes that Driling
Services' market share remains at current levels over
the Forecast Period.

122

9.4.3.2 Addition of drill rigs

The Driling Services division forecast for FY2007 is
based on the assumed increase in the drill rig fleet
by 77 expansionary drill igs throughout the financia
year wilth a weighting towards the first half of FY2007.
The Directors have allowed for an average time lag
between rig delivery and when it begins to generate
revenue of approximately three months to cater for
rig preparation and provide a contingency against
late detiveries.

9.4.3.3 Contractuat position

In surface mineral exploration drilling as well as
underground production drilling contracts are
typically for a duration of 12 menths although there
are instances in certain regions where contracts

are of longer duration. As a consequence, at the
beginning of each financial year the Company has
good visibility over revenue and eamings for the next
financial year. in preparing the Directors’ Forecast,
the Directors have assumed thal the majority of
contracts which expire during the Forecast Period
will be renewed on similar terms, consistent with past
experience.

9.4.3.4 Input prices

The cost of fabour and driling consumables are

key inputs in Boart Longyear's Driling Services
aperations. Direct labour rates are forecast to
increase between 3% and 15% in FY2007 {or Driling
Services reflecting country specific inflationary
pressures as wel as strong demand tor drillers in
certain countries as a result of the upturn in the
resources sector.

A key assumption of the Directors’ Forecast is the
retention and recruitment of sufficient staft to operate
the increased number of drill rigs to ba owned by the
Comparny. In order to achigve this, the Company has
implemented a number of initiatives including career
development plans, investing in 1T infrastructure
such as online recruitment and human resource
information systems.

Boart tongyear's Products division is one of

Driling Services” key suppliers of drill rigs and driling
consumablas,

The cosl of olher key inputs, including

maintenance and fuel are assumed o move in line
with or above CPI.
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9.44 Products — key assumptions

9.4.41 Growth in market slze and market share
Growth in the major product groups {coring tools,
driling capital equipment and percussive tools)is @
key factor in determining future revenue for Products.
Specific growth rates for each product category have
been forecast and ara expected to be in the range of
betwesan 7.5%-15% growth.

Furthermore, the Directors’ Forecast for FY2007
assumes thal Products’ market share increases by
approximately 1.0% over total markets served,

9.4.4.2 Manufacturing capacity

During FY2006 the Company undartook a review of
its manufacturing facilities and identified a number of
stralegic capital projects to expand its manufacturing
capability and capacily across a number of its

key product lines. As a result of this process the
Compary added manufacturing capacity in the
second half of FY2006 and in the first half of FY2007.

5.4.4.3 Contractual position

Due to the consumable nature of many of its
products, the majorily of Products’ sales are on an
order by order basis with typical price stability of

30 days. With some of the larger customers, supply
contracts are in place that typicalty last for one year.
In a few cases the agreements span more than ong
year, but have a price adjustment clause, allowing the
Company to increase prices on an annual basis.

9.4.4.4 Sales prices

Foliowing a review of its product portiolio, supply and
demand dynamics and its relalive price positioning
against its competitors in the market, the Company
raised prices in the second half of FY2006. The
forecast for FY2007 assumes a full year effect of this
price increase,

9.4.4.5 Utilisation levels

The Directors' Forecast assumes plant utilisation
levels ranging between 75.0% and 85.0% of capacily
for all of the Company’s manufacturing facifities
based on individual requirements. The forecast
utilisation levels allow for a ‘normal’ level of planned
and unplanned maintenance. The Directors belisve
these are reasonable operating levels for each facility,

9.44.6 Input prices

Steel is a key input for products manufactured by

the Products Division. Boart Longyear sources steel
from a number of third parties and regions and is
therefore impacted by the price of local and imported
steel. The price sensitivity of steel does vary, as the
Company uses differing grades and types for ils
products. The price of steel used in the Progducts'
forecast is based on known contracts in place as at

1 January 2007. Such contracts typically last for a
period of 3 to 12 months at which time pricing can be
reviewed with suppliers. Approximately 30% of Boart
Longyear's forecast spend on steel is contracted at
specific prices. The Company has anticipated certain
market movements in the price of steel and 1o this
end has included a planned price increase in its
FY2007 forecast.

Boart Longyear also cutsources the assembly of
certain drilling capital equipment to a third party.
The cost forecast for these services is based on
contracts currenily in place with the third party and
anticipated volumes,

In retation to labour costs, the Company has a
number of Collective Bargaining Agreements
("CBAs") in place at its manufaciuring facilities

(North Bay, Mississauga, Roodepoort and Adelaide)
and as such, labour costs have been forecast

based on the respective agreements and headcount
required {or achieving forecast production levels. The
remaining facilities have lorecast labour costs based
on local wage inflation and conditions.

The cost of other key inputs, including other raw
material and indirect costs, is assumed to move in
line with or above CPL.
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9.5 Directors’ Statutory Forecast
9.5.1 Basis of preparation

The Directors’ Statutory Forecast comprises the summary statutory forecast consolidated income statement
of Boart Longyear {or FY2007 as set out in Table 9.5.1,

Table 9.5.1 Reconciliation of Directors’ Pro Forma Forecast and Directors’ Statutory Forecast
Consolidated Income statement for FY2007

Non-
Pro Part year rocmr‘l:'g wniecest Tax

forma adjustments iterns adjustment adjustment Statutory
FY2007 ussm usSsm ussm usSsm ) ussm UsSm
Revenue from
operating activities 1,461.2 2.0} 0.8 - - 1,460.0
Cost of sales {882.3) 1.2 (10.9) - - 891.4)
é}assproﬁt 5789 (08) rentrrraen (95] s - onE
QOther expenses {258.9) 07 (19.9) - - {278.1)

256002(275)--2287
Netﬁnancacosls(367)-—(593)—(960)
Income tax expense {70.3) ~ - - 15.8 (54.5)
NPAT149002(275}(593)158782
BT
(pre-amortisation) 151.9 0.1 (27.5) (59.3) 158 81.0

Notes:

1. Refer to notes Lo Table 9.2.1 tor details of exchange rates applied.

2. For the purposes of presentation of financial information in this Prospectus and tha Appendix, cost of sates has been presented exclusive
ol depreciation and amanisation, including depreciation and amontisation absorbed into the cost of inventories presented inthe pro forma
balance sheel. In ila statutory financial repon for ihe year ending 31 December 2007, the Company intends to present cost of sales
inclusive of depreciation and amorlisation applicable to both the Driling Servicos and Products busingsses.

3. Inarriving at pro fotma EBITDA, fro lorma EBITA and pro forma EBIT, imerest is definad as net finance costs as set outin the
accounting policies noto in thg Appengdix,
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9.52 Part year adjustments
The Directors’ Pro Forma Forecas! includes the full
year impact of the following:

- earnings of the acquisitions assuming
thely were in place an 1 January 2007.
Accordingty, the Directors' Statutory
Foracast includes an adjustment to EBITDA
of US$0.6 million and to depreciation of
US$0.2 milicn so as to present the Directors’
Pro Forma Forecast to reflect the actual
timing of the KWL, Grimwood Davies and
Connors acquisitions; and

- the Employee Share Ownership Scheme
which is proposed to be introduced following
the completion of the Otter (US$0.4 million).

9.5,3 Non-racurring items

The Directors' Pro Forma Forecast Incorme Statement
of revenue, EBITDA and EBIT has excluded

US$27.5 million of significant items on the basis that
the inclusion of thesea items is not representative of
the ongoing results of the Boart Longyear Group.
These adjustments include the following:

- the write-off to the profit and loss account in
FYY2007 of inventory which was capitalised
as part of the purchase price allocation on
the Acquired Businesses as it does not
conform with Boart Longyear's inventory
accounting policy. The amount expensed in
FY2007 is considered 1o be ona-off in nature
(US$8.7 million);

- the value of rofary and sonic rods and casings
included in inventory as at 31 December 2006
that will be expensed to the profit and loss
in FY2007. This is non-recurring as from 1
January 2007 the Group will be capitalising
rotary and sonic rods and casings to property,
plant and equipment and depreciating over
their useful fives {US$1.6 milion);

- costs incurred in relation to the change
in corporate structure and associated
additional audit and accaunting costs
(LUS3$7.1 million};

- integration costs associated with the
Acquired Businesses (excluding Diamond
Drilling}, which principally refate to
redundancy costs, retention payments and
other costs, less proceeds from the sale of
one of the facilities acquired as part of the
recent acquisitions (US$1.9 million);

- relocation and other costs associated with
the Boart Longyear restructuring initiatives to
the extent these have not been specifically
provided for as at 31 December 2006
(US$1.8 miltion);

- cosls incurred on the marking to market
valua of certain derivative instruments from
1 January 2007 to prior to the completion of
the Offer (US$1.0 mitlion), on the basis that
the instruments will be closed out prior to the
completion of the Offer; and

- additional costs associated with a profit
shara arrangement within an employment
contract related 1o a previous acquisition
that is due 1o expire at the end of FY2007
and will not be renewed on similar terms
{US$7.0 milion) and a one-off non-compete
payment (US$0.3 million).

The above adjustments are particularly offset by the
additional depreciation expense in relation to the
change in accounting practices {or rods and casings
and drill rig refurbishments (US$1.9 million).

The Directors’ Pro Forma Forecast Cash Flow
before Financing and Tax adjusts for cash flow
relating to acquisitions undertaken in January 2007
and tor US$15.6 million of non-cash and one-off
cash items on the basis that the inclusion of these is
not representative of the ongoing cash flows of the
Beart Longyear Group. In addition {0 the adjustments
to the Directors’ Pro Forma Forecast Consolidated
Income Statement, the adjusiments to cash flow
before financing and tax for nan-cash and one-off
cash items include the following:

- redundancy payments and other one-off
cash outflows associated with the Boart
Longyear Group's restructuring initiatives
tor items provided for as at 31 December
20086 but are cash outflows in FY2007
{outflow of US$5.2 million);

- cash outflows associated with an employen
compensation agreement and an earn-qut
arrangement refating to certain histerical
acquisitions by the Boart Longyear Group
that are non-recusring as the payments will
conclude at the end of FY2007 and will not
ba renewed (outfiow of US$12.9 milion);

one-off cash payment for recently terminated
and restructured arrangements associated
with historical acquisitions by tha Boart
Longyear Group that were no longer aligned
with the overall interests of the Group
{outflow of US$14.4 million);
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- addback of the non-cash item relating to
the inventory write off which was capitalised
as part of the purchase price aflocation
for the Acquired Businesses finflow of
US$8.7 million;

- cash procesds from one-off sales of fixed
assets and investments (inflow of US$3.0
miffion); and

- other non-recurring cash items that are
not representative of the ongoing business
{inflow of US$5.2 miliion).

354 Netfinance cost adjustment

The net finance costs included in the Directors'

Pro Forma Forecast represent the full year impact of
the structure that will be in place at setilement of the
Offer, including tha new debt funding amangements.
Pricr 1o the Offer, the Boart Longyear Group

had significantly higher debt levels, which wili be
refinanced immadiately following the Offer. Additional
nel finance costs as a result of the previous financing
structura will be Incurred from 1 January 2007 until
comptetion of the Offer,

The net finance costs included in the Direclors’
Statutory Forecast includes the net impact of the
expected excess return on pension plan assets over
pension plan interest cost and is not adjusted for the
surplus apportionment referred to in Section 9.4.2.8.

955 Tax adjustment
The tax adjustment represents the net tax impact of
the adjustments described above.

9.6 Sensitivity analysis

The Directors’ Pro Forma Forecast as set out in
Section 9.2 is 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 FY2007. The sensitivity
analysis is specific to the selling prices, exchange
rates and volumes for FY2007, and reflects the fact
that in many cases the sates and costs prices are
gither fixed or inter-linked, The changes in the key
variables set out in the sensitivity analysis are not
intended 1o 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 isclation
from changes in other variables over the full year.

In practice, changes in variables may offset each
other or may be curnulative, and it is likely that Boart
Longyear's management would respond to any
adverse change in one variable by taking action

10 minimise the net effect on the Boart Longyear
Group's eamings.

Presented below are some of the key sensitivilies
which could affect the Director's Pro Forma Forecast
NPAT for FY2007. The sensitivities do not assume
any mitigation aclions are taken by management in
order 10 minimise the impact of such an evant,

Table 9.6.1 Sensitivity analysis on Directors’ Pro Forma Forecast NPAT tor FY2007

NPAT impact

UsSsm %

Sensitivities for the Drilling Services division
(a) One monlh delay in ng expansu:m

(c) 1% increase in labour Costs

ease in gross margln

Sensitivities for the Products division

(a) T mcreasefdecrease - sa!es volumes P

[b) S b cosis L

(c) D A gross margan I S

Sensitivities for the consolidated Pro Forma Forecast

(a) 5% apprecuatlon/(deprema!:on) of 1he AS versus the US$ e T s
e

R
{d) 1% mc[ease in Corporaie Head Ofﬂce COStS _04
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9.6.1 Sensitivities for Drilling Services

The NPAT within the Drilling Services division may
be atiected by the following sensitivities during the
forecast period:

- One month delay in rig expansion
The estimated impact of a one month delay
in the deployment of new rigs to the field
throughout the course of FY2007. This
sensitivity is calcutated on a rig by rig basis
(taking inte account kocation and seasonality)
by reducing the assumed revenue increase
associated with the new rigs to be added
in FY2007. The estimated impact is the
tax-effected amount of lost revenue
less the saving in variable cost of sales
such as labour, consumables, travet and
accommodation, fuel and equipment rentals.

- Increase/decrease of 1% In gross margin
The estimated impact of a 1% increase or
decrease in gross margin across all of the

Company's operating regions and represents

the tax effected amount of the additional
revenue received or foregone,

- Increase of 1% in labour costs
The estimated impact of a 1% increase
or decrease in the Company's total direct
labour cost and represents the tax effected
impact of the increased labour cost. it
should be noted that in most cases any
increase or decrease in tabour costs will
be passed through 10 the customer at the
time of contract renegetiation. Therefore,
Management eslimate that approximately
30% of the tax etfected impact of any
change in labour costs in FY2007 would be
mitigated by amended contract pricing.

9.6.2 Sensitivities for the Products division
Forecast NPAT within the Products divislon may be
affected by the following during the forecast period:

- Increase/decrease of 1%
in sales volumes
The estimated tax effected impact of a 1%
increase or decrease in sales volumes less
associated direct variable cost of sales
inctuding sales cormmissions,

Increase of 5% in steel prices

The estimated tax effected impact of a

5% increase or decrease in steal prices.
Management belisve that the impact of

any increase in steel prices would largely
be mitigated by adjusting the price of the
resultant end product. However, there is likely
to be a lag of up 1o six months betwesn the
initial steel price increase and the ability to
pass this through to customers via product
rg-pricing.

Increase/decrease of 1% in gross margin
The estimated impact of a 1% increase or
decrease in gross margin across all of the
Company’s cperating regions and represents
the tax effected amount of the additional
revenue received or forgone.

Sensitivities for the Consolidated Group
Exchange rates

The Directors consider the Boart Longyear
Group to be naturally hedged to a
reasonable extent due to the currency

ol the cost base in each country largely
matching that of the revenue base. However,
there are transactions that are recorded

in other currencies and that 1ake place
between the Company’s operations across
various regions (particufarly between North
America and Australia). Therefore, exchange
differences can arise throughout a financial
year. All foreign currency transactions are
brought to account using the relevant
exchange rate in effect at the date of the
transaction.

963

Exchange differences may also arise as a
result of tha translation of profits arising from
operations recarded in currencies other than
the US dollar.

Table 9.6.1 shows the estimated tax effected
impact of a 5% appreciationvdepreciation of
the Australian and Canadian dollar versus the
US doltar.
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Approximately 25% of the Company’s
revenuas are derived by the Canadian
business. However the impact of a
maovement in the Canadian dollar against the
US dollar is largely offset by the US dollar
revenues received by the Canadian business
as a result of its international operations and
US dallar denominated product sales,

- Increase/decrease In interest rates by
50 basis points
Table 8.6.1 illustrates the estimated impact
of a 50 basis point increase or decrease in
the interest rate. This represents a movement
in the interest charge on the variable
component of the debt. Refer to Section
12.5.2 for additicnal details on Group debt
facilities and the hedging arrangements.

- Increase of 1% in corporate head
office costs
The eslimated tax effected impact of 2 1%
increase in Corporate Head Office costs.

- Mineral commodities prices
The Company's earmings are impacted by
demand for mineral commodities. When
commaodily prices fail below a certain
threshold, the expenditure budgets of
mining companies are reduced particulary
in retation to exploration spend. Refer to
Section 4.1.2.3,

Commodity prices are forecast to remain
above Management's estimated point of
inelasticity throughout the forecast period.

128

965 Liquidity

9.8.5.1 Working capital

The Directors’ Forecast assumes working capital
would increase in ing with the forecast FY2007
growth in the Boart Longyear Businesses and

the Acquired Businesses, however, the Company
intends to implement various working capital
reduction initiatives. The expected net result for
FY2007 is an improvement in working capital levels.
The initiatives target working capital savings in trade
accounts receivable, rade accounts payable and
inventory levels.

9.7 Market risk

Boart Longyear will be exposed 10 market risks
associated with interest rates and forelgn currency
exchange rates as referred to in Section 9.6 and

a number of other market related risks, such as
commodity pricing, as detailed in Section 6.
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The Directors

Boart Longyear Limited
Level 25, Chifley Tower
Chifley Square

Sydney NSW 2000

1 March 2007

Dear Sirs
BCOART LONGYEAR LIMITED - INVESTIGATING ACCOUNTANTS' REPORT

Introduction
This report has been prepared at the request of the Directors of Boart Longyear Limited (the Company}, for
inclusion in & Prospectus to be issued by the Company. !

Raference to tha Company and other terminglogy used in this report have the same meaning as defined in |
the Glossary contained in the Prospectus.

Scope of Report

You have requested that Deloitte Touche Tohmatsu (Deloitte) prepare an Investigating Accountants” Report
reviewing the pro forma historical financial information set out in tables 8.3.1, 8.3.2, 8.5.1 and 8§6.1 and the
Appendix’ to the Prospectus (the Appendix) comprising the pro forma unaudited:

- Historical consolidated statement of revenue, EBITDA and EBIT of the Boart Longyear Group for the
years ended 31 December 2005 and 31 December 2006;

- Consolidated balance sheet of the Boart Longyear Group as at 31 December 2006;

- Historical consolidated summary cash flow statement before financing and tax of the Boart Longyear
Group for the years ended 31 December 2005 and 31 December 2008;

- . Company balance sheet of Boart Longyear Limited as at 31 December 2006; and
-~ Notes 1o the above pro farma histerical financial information
{referred 1o collectively as the Pro forma Historical Financial Information).

The Pro forma Historica! Financia Information has been derived from historical financial information after
adjusting for the pro forma transactions and adjustments described in the Appendix,

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 adjusiments,

The Pro lorma Historical Financial Information is presented in an abbraviated torm insofar as it does not
include al of the disclosures required by AIFRS applicable to annual financial reports prepared in accordance
with the Comporations Act. The pro forma historical consolidated statements of revenus, EBITDA and EBIT
have been prepared o the level of “profit from ordinary activilies before interest and income tax expense”
{EBIT). The pro forma consolidated slaternents of revenue, EBITDA and EBIT exclude the impact of the
existing capital structure, as reflected in interest expense and income taxas, as this capital structure is not
considered refevant given anticipated changes in debt and equity structures as a result of the proposed
transactions,

Note
The Appendix is a separate documen lodged with ASIC, and is 1aken to ba included as part of tha Prospectus in accordance wiih
section 712 of the Corporations Act.
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The historical financial information upon which the Pro forma Historical Financial information is based, being
the financial statements of Resource Services Hotdco Inc. {RSHI) and its predecessors, has been audited.
The audit opinions were unqualified.

Scope for Review of Pro forma Historical Financial Infermation

We have reviewed the Pro forma Historical Financial Information in order to report whether anything has
coma to our attention which causes us 1o believe that the Pro torma Historical Financial Information as set
outin tables 8.3.1, 8.3.2, 8.5.1 and 8.6.1 and the Appendix does not presen fairy the:

{i} Pra forma consollidated financial performance and pro forma cash flows of the Boart Longyear
Group for the years ended 31 December 2005 and 31 Dacember 2008;

(i} Pro forma consolidated balance sheet of the Boart Longyear Group as at 31 December 2006, and
(iiiy Pro forma company balance sheet of Boart Longyear Limited as at 31 December 2006;

on the basis of the pro forma Iransactions and 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.

Our review of the Pro forma Historical Financial Information has been conducted in accordance with
Auslralian Auditing Standards applicable to review engagements. Our review was limited to:

- Review of work papers, accounting records and other documents;
- A review ol the pro forma transactions and adjustments made to the historical financial information;
- Analytical procedures applied to the financial data;

- A comparison of consistency in application of the recagnition and measurement principles in AIFRS
and other mandatory professional reporting requirements in Australia and the accounting poficies
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 audi, thus the level of assurance we
provide is less than given in an audit. We have not performed an audit and, accordingly, we do not express
an audit opinion.

Review Statement on the Pro forma Historical Financia! information

Based on our review, which is not an audit, nothing has come 1o our attention which causes us to believe
that the Pro forma Historical Financial Information as set out in tables 8.3.1, 8.3.2, 8.5.1 and B8.6.1 and the
Appendix, does not present fairly the:

(it Pro forma consolidated financlal performance and pro forma cash flows of the Boart Longyear
Group for the years ended 31 December 2005 and 31 December 2006;
(in Pro forma consolidated balance sheet of the Boart Longyear Group as at

31 December 2006; and
(i) Pro forma company balance sheet of Boart Longyear Limited as at 31 December 2006
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on the basis of the pro forma transactions and adjustments dascribed 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 adopied by the Company end described in
the Appendix.

Subsequent Events

Subsequent to 31 December 2006 and up to the date of this repert, nothing has come to our attention that
would cause us 1o believe material transactions or events outside the ordinary course of business of the
Company have occurred, other than the matters deall with in this report or the Praspectus, which would
require comment on, or adjustment 10, the information contained in this report, or which would cause such
information to be misleading.

Independence and Disclosures of Interests

Deloilte doas not have any interest in the oulcome of this issua other than the preparation of this Report, the
preparation of the Review of the Directors’ Forecast 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. Other member firms of Deloitte Touche Tohmatsu provides the Boart Longyear Group with
audit and other professional services for which normal professional lees are received.

Responsibility

Deloitte has consanted to the Inclusion of this Investigating Accountants' Report in the Prospectus in the
iorm 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 responsibility for, any other statements, or material
in, or omissions from, the Prospectus.

Yours faithfully

ekl (e 1w

DELOITTE TOUCHE TOHMATSU

Steven Shirtliff
Partner
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1" INDEPENDENT REVIEW OF DIRECTORS’ FORECAST

Deloitte Corporals Finarce

Deloitte.

Pty Limsod

ABN 16 003833127
AFSL 241457

180 Lonsdats Sireet
Meboune VIC 3000
GPO Box 788

Matowne VIC 3001 Austraka
X 51

Tol; +81 {01 3 8208 7000
Fax: +81 {0} 38208 7001
Www.08I0f 8. COM.au
Meomber of

Defoita Touche Tohmeatsu

Note: This report consists of both a
Financlal Services Guide and a Review
of Directors' Forecast

Part 1 - Financial Services Guide
1 March 2007

What is a Financial Services Guide?

This Financial Services Guide (FSG) is an important
documnent 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 use of “we", "us"
or "our” is a relerence 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 can be contacted

- what services we are authorised to provide
under our AFSL

- how we (and any other relevant parties)
are remunerated in relation to any general
financia! product advice we may provide

- details of any potential conflicts of interest

- details of our internal and external dispuie
resolution systems and how you can access
them.

Information about us

We have been engaged by the Directors of Boart
Longyear Limiled to give general financial product
advice in the form of a report to be provided to you in
connection with a Prospecius 1o be issuad for shares
in Boart Longyear Limited. You are not the party or
parties who engaged us 10 prepare this report. We
are not acting for any person other than the party

or parties who engaged us. We are required to give
you an FSG by law because our report is being
provided to you. You may contact us using the details
located above.

Deloitte Corporate Finance Pty Limited is ultimately
owned by the Ausiralian partnership of Deloitte
Touche Tohmatsu. The Australian partnership of
Deloitte Touche Tohmatsu and its related entities
provide services primarily in the areas of audit,

tax, consulting, and financial advisory services.
Our directors may be partners in the Austrafian
parinership of Deloitte Touche Tohmatsu.

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
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is a separate and independent legal entity operating
under the names "Delgitte,” “Delolite & Touche,”
“Deloitte Touche Tohmatsu,” or other related names.

The financial product advice in our report Is provided
by Delilte Corporate Finance Ply Limited and not
by the Australian partnership of Deloitte Touche
Tohmatsu, Its related entities, or the Deloitte Touche
Tohrmatsu 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 provide professional services to financial
product issuers in the ordinary course of business.

What financial services are we licensed
to provide?

The AFSL we hold authonises us to provide the
following financial services to both relail and
wholesale clients:

- to provide general financial product advice in
respect of:

- debentures, stocks or bonds to bea
issued or proposed to be issued by a
government

- interests in managed investment
schemes including investor directed
portfolio services

- securities.

- to deal in a financial product by arranging for
another person to apply for, acquire, vary or
dispose of financial products in respect of:

- debentures, stocks or bonds issued or to
be issued by a government

- inlerests 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 personal objectives, financial
situation or needs. You should cansider whether the
general advice contained in our report is appropriate
for you, having regard to your own personal
objectives, financial situation or needs.

If our advice is being provided to you In connection
with the acquisition or potential acquisition of &
financial product issued by another party, we
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recommend you obtain and read carefully the
relevant offer document pravided 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 tha
risks, benefits and costs of acquiring the particular
financial product.

How are we and our employees remunerated?
Cur fess are usually determined on an hourty basis;
however they may be a fixed amount or derived using
ancther basis. We may also seek reimbursement of
any out-of-pocke! expenses incurred in providing

the services.

Fee arangements are agreed wilh the party or
parties who actually engaga us, and we confirm our
remuneration in a 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 assoctates and their directors and
officers, receives any commissions or other benefits,
excep! for the fees for services rendared 10 the party
or parties who actually engage us. Qur fee will also
be disclosed in the relavant PDS or offer document
prepared by the issuer of the financial product.

All of our employees recelve a salary. OQur employees
are eligible for annual salary increases and bonuses
based on overall performance but do not receive any
cormmissions or other benefits arising directly from
sarvices provided to you. The remuneration paid to
our directors reflects their individuat contribution to
the company and covers all aspects of performance.
Our directors do not receive any commissions or
other benefits in connection with our advice.

We do not pay commissions or provide other benefils
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. Qur internal complaint
handling process is designad to respond to your
concerns promptly and equitably. Please address
your complaint in writing to:

Mamber of
Oeioirts Touche Tohrmatsu
The Comptaints Officer
Praclice Protection Group
PO Box N250
Grosvenor Placa

Sydnay NSW 1220

It you are not satistied with the steps we have taken
to resolve your complaint, you may contact the
Financiat Industry Comptaints Servica (*FICS"). FICS
provides free atlvice and assistance to consumers
to hetp them resolve complaints retating 1o members
of the financial services industry. Complaints may be
submitted to FICS at:

Financial Industry Complaints Service
PO Box 579

Collins Street West

Melbourneg VIC 8007

Telephone: 1300 780 B08

Fax; +61 3 9621 2291

Interna!: hitp:Awww lics.asn.au

it your complaint relates to the professional conduct
of a person who is a Chartered Accountant, you may
wish o lodge a complaint in writing with the Institute
of Chartered Accountants in Australia ("ICAAT). The
ICAA is the professional body responsible for setling
and uphelding the professional, ethical and technical
standards of Chartered Accountants and ¢an be
contacted at:

The Institute of Chartered Accountants
GPO Box 3321

Sydney NSW 2001

Telephong; +61 2 9290 1344

Fax: +61 2 9262 1512

Specific contact details for lodging a complaint with
the ICAA can be obtained from their website at http://
wwwiicaa.org.au/about/index.cfm.

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
complaints about companies and individual persons
and sets out the types of complaints handled by
ASIC. You may contact ASIC as follows:

Info line; 1 300 300 630
Email: infoline@asic.gov.au
Internet: htip/Awww.asic.gov.aw/asic/asic.nst
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Part 2 - Review of Directors' Forecast

The Directors

Boart Longyear Limited
Level 25, Chifley Tower
Chifley Square

Sydney NSW 2000

1 March 2007

Dear Sirs
REVIEW OF DIRECTORS' FORECAST

Introduction

This report has been prepared at the request of the Directors of Boart Longyear Limited (the Company), for
inclusion in a Prospectus o be fssued by the Company. Deloitte Corporate Finance Pty Limited is wholly
owned by Deloitte Touchs Tohmatsu and halds the appropriate Australian Financial Services licence for the
issue of this report,

References to the Company and other tanminology used in this report have the same meaning as defined in
the Glossary contained in the Prospectus.

Scope of Report

The Directors are responsible for the preparation and presentation of the forecast financial information of
the Company for the year ending 31 Decemnber 2007 comprising the Directors' Pro Forma Forecast, the
Directors' Statutory Forecast and the cash fliows of the Company as set out in Tables 9.2.1 and 9.2.4 ot
the Prospectus (collectively the Directors’ Forecasl) and the information contained therein, including the
assumptions an which they are based.

We have reviewed the Directors’ Forecast together with the assumptions on which the Directors’ Forecast is
based as set out in Section 9.4 of the Prospectus in order to give a stalement thereon to the Directors of the
Company.

Our review of the Directors’ Forecast has basn conducted in accordance with AUS 902 “Review

of Financial Reports” applicahle {0 review engagements. Our review consisted primarily of enquiry,
comparison, and analylical review procedures we considered necessary including discussions with
management and Directors of the Company of the factors considered in determining their assumptions.
Our procedures included examination, on a test basis, of evidence supporting the assumptions, amounts
and other disclosures in the Directors’ Forecast and the evatiation of accounting poficies used in the
Directors’ Forecast.
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These procedures have been undertaken in order to state whether anything has come to our atlention,
which causes us to believe that:

)] the Directors’ best-estimate assumptions do not provide reasonable grounds for the preparation
of the Directors’ Foracast
(i in all materiat respects, the Directors’ Forecast is not property compiled on the basis of the Directors’

best-gstimate assumptions, consistent with the accounting policies adopted and used by the
Company and in accondance with the recognition and measuremant principles prescribed in
Australian Accounting Standards

(il the Directors’ Forecast itself is unreasonable.

Cur raviaw is substantially less in scope than an audit examination conducted in accordance with Australian
Auditing and Assurance Standards and provides less assurance than an audit, in addition, prospeciive
financial information, such as the Directors' Forecast, refates to events and actions that have not yet occurred
and may not accur. While evidence may be available to support the assumptions on which the Directars’
Forecas! is based, thoss assumptions are generally fulure-orisntated 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. We have not performed an audit and we do not express
an audit opinion on the Directors' Forecast.

Directors’ Forecast

The Directors' Forecast has been prepared by managsment and adopted by the Directors in order to provide
prospeactiva investors with a guide to the potential financial performance of the Company for the year ending
31 December 2007. There is a considerable degree of subjective judgement involved in preparing lorecasts.
The underlying assumptions are also subject to uncertainties and contingencies which are often outside

the control of the Campany. The Directors’ Forecast has been prepared using assumptions summarised in
the Prospecius which are based on best-gstimate assurmptions relating to future events that management
axpect to occur and actions thal management expect to take.

The sensitivity anatysis set out in Section 9.6 of the Prospectus demonstrates the impacts 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 achievable, Prospeciive investors should be aware

of the malerial risks and uncertainties relating to an investment in the Company, which are detailed in the
Prospectus, and the inherent uncertainty retating to the prospective financial information.

Accordingly prospective investors should have regard to the invesiment risks and sensitivities set out in
Sections 8, 9.6 and 9.7 raspeciively of the Prospecius.
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Based on our review of the Directors’ Forecast, which is not an audit, and based on an investigation of
the reasonableness of the Directors’ bast estimate assumptions which give rise to the Directors' Forecast,
nothing has come 1o our attention which causes us to believe that:

i the Directors’ best-estimate assumptions, as set out in the Prospectus, do not provide reasonable
grounds for the preparation of the Direclors' Forecast

(0] the Directors' Forecast is not property complled on the basis of the Directors' best-estimate
assumptions, consistent with the accounting policies adopted and used by the Company
and in accardance with the recognition and measurement principles prescribed in Australian
Accounling Standards

(i) the Directors’ Forecast itsell is unreasonable.

Actual financial performance is likely to be ditferent from the Directors' Forecast since anticipated events
frequently do not occur as expected and the variations may be material. Accordingly, we express no opinion
as to whether the Directors' Forecast will be achigved.

We disclaim any responsibility for any refiance on this statement or on the Directors’ Forecast to which it
relates for any other purpose than that for which it was prepared.

Independence

Deloitte Corporate Finance Pty Limited does not have any interest in the cutcome of this issue other
1han the preparation of this Report and the Investigating Accountants’ Report included in Section 10 of
the Prospectus and participation in the due dilgence procedures for which normal professional fees will
be received.

Deloitte Touche Tohmatsu is the auditor of Company.

Responsibitity

Deloitte has consented 1o tha inclusion of this report in the Prospectus in the form and contexi in which
it is so included, but has not authorised the issue of the Prospecius. Accordingly. Deloitle makes no

represeniation regarding and takes no responsibility for, any other statements or material in, or omissions
from, the Prospectus.

Yours taithfully

| cﬁn@fv

lan Thatcher
Director

138



Page 144 of 201 Docld: 021680701 ACN :123 052 728

BOART LONGYEAR LIMITED PROSPECIUS

ADDITIONAL

INFORMATION




Page 145 of 201 Docld: 021680701 ACN ;123 052 728

12 ADDITIONAL INFORMATION

121 Registration and corporate structure
The Company was registered in Victoria on 2 January
2007 as a 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 issua, being fully paid
ordinary shares (“Shares").

12.3  The Constitution and rights attaching
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, regulated by the
Corporations Act, the Listing Rules, the
ASTC Settlement Rules and the generat law.

The key provisions of the Constilution and the
principal rights and obfigations of Shareholders are
summatrised in this Section 12.

12.3.1.1 Voting

Af a general meeting, every Shareholder present

in parson or by proxy, altorney or representative

has one vote on a show of hands (irrespective

of the number of Shares they hold) {unless the
Shareholder appoints rora than one proxy, altorney
or representative, in which case none of the proxies,
attorneys or representatives is entitled 1o vote), and
one vote on a poll for each Share held. Voting at

any meeling of Sharehclders is by a show of hands
unless a poll is demanded. A poll may be demanded
by at least five Shareholders entitled to vote on the
resolution, Shareholders with at least 5% of the voles
that may be cast on the resolution, 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 Direciors may from time to time determine that a
dividend is payable to Sharehotders out of the profits
of the Group. The Directors may pay dividends as,

in their judgement, the financial position of Boar
Longyear justifies. The Directors may fix the amount,
the time and the method of payment of the dividends.

Subject to any special rights or restrictions attaching
to any shares, dividends must be paid agually on alt
shares and in proportion 1o the number of, and the
amounts paid on, the shares held. Refer to Section
1.6 for further information on the dividend policy of
Boart Longyear.
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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 other securities

imposed by the Listing Rules and the Corporations

Act, any securities may be issued with prefermed,

deferred or other special rights or restrictions as

the Directors determine.

12.3.1.4 Variation of class rights

Subject to the Corporations Act and their terms of
issug, the rights attaching to any class of shares
may be varied with the written consant 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 whose righis
have been varied or cancelled may apply o a courl
of competent jurisdiction to exercise its discretion to
set aside such variation or canceliation.

The creation or issue of further shares ranking
equally with & class of shares already on issue is
not a variation of class rights.

12.3.1.5 Transfer of Shares

Shareholders may transfer Sharas by a written
transfer instrument in the usual form or any form
approved by the Directors or by a proper transter
affected in accordance with the ASTC Settlement
Rules and ASX requiremnents. All transfers must
cornply with the Constitution, the Listing Rules, the
ASTC Settlement Rules and the Corporations Act.

The Directors may refuse to register 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 transter of Shares
where required to do so by the Listing Rules.

12.3.1.6 General mesting and notices

Each Shareholder is entitled to receive notice

of, attend and vote at general meelings of Boart
Longyear and receive all notices, accounts and other
documents required 1o be sent to Shareholders
under the Constitution.or the Corporations Act.

12.3.1.7 Winding up

Subject ta any special resolution or rights or
rastrictions atlaching to any class or classes of
shares, Sharehalders will be entilled on a winding up
to a share in any surplus assets of Beart Longyear in
proportion to the Shares held by them.
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12.3.1.8 Proportional takeover provisions

The Conslitution contains provisions requiring
Shareholder approval in relation to any proportional
takeover bid. The provisicns will lapse unless
renawed by a special resolution of Shareholders

in general meeting three years from the date the
provisions wers adopted or last renewed.

12,3.1.9 Rirectors - appointment and removal
The number of Directors must be such number as
the Direciors determine but must be not less than
three and not more than 10. Directors are electod at
annual general meetings of Boart Longyear. 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 {whichever is
the langer} without submitting for re-election.

The Directors may also appaint a Director tofila
casual vacancy on the Board or in addition to the
existing Directors, who will then hold office until the
next annual general meeting of Boart Longyear.

12.3.1.10 Directors - voting

Questions arising at a meeting of Directors will

be decided by a majority of votes of the Direclors
present and voting. i the voles are equalon a
proposed resolution, the Chairman has a casting vote
in addition to the Chairman’s deliberative vote unless
only two of the Directors preseni are entitled o vote,

12.3.1.11 Directors - remuneration

The Directors are entitled to receive remuneration
for their services, as the Directors decide, bui 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 Boart Longyear in
general meeting. The current maximum aggregate
sum is A$2 million per annum. No retirement benafits,
apart from superannuation contributions already
macs, are payable to a Non Executive Director upon
retirement.

The Constitution also providas for the Group to pay
al reasonable expenses of Directors in attending
meatings and carrying out their duties,

12.3.1.12 Directors’ and officers' indemnity
and insurance
Boart Longyear indemnifies each director and officer’
of the Group against any liability {including costs and
expenses) incurred by that person in or anising out
of the conduct of the business of Boart Longyear
or in or arising out of the discharge of the duties
of the director or officer.

Where the Direclors consider it appropriate, the
Group may insure a director or officer of Boart
Longyear against any liability incurred by that person
in or arising out of the conduct of the business of

the Group or in or anising out of the dischargs of the
duties of the director or officer. Boart Longyear may
give a former Director access to documents provided
or available to Directors and other papers referred

to in those documents whers the Directors consider
it appropriate.

12.3.1.13 Amendment

The Constitution may be amended only by a special
rasolution passed by at least 75% of the votes cast
by Shareholders entitled {o vote on the resolution.
Al least 28 days’ written notice specifying the
intention to propose the resolution must be given

to Shareholders.

12.3.2 Rights attaching lo Exchangeabls Notes
and Redeemable Notes
Each Redeemable Note will be issued by Boart
Longyear Investments on the terms that it is
redeemable upon allotment of Shares under the
Ofier at a redemption price equal to the Final Price
and each Exchangeable Note wil be issued by
Boart Longyear Invastments on the terms that it is
exchangeable upon allotment of Sharas under the
Oiier into one Share.

12.4 Employee incentive plans

12.4.1. Employee equity compensation plan
12.4.1.1 The Plan

The Company intends to adopt an equity

‘compensation plan to assis! in the attraction,

motivation and retention of employees (including
execulive directors) within the Group (Plan).

The Plan will involve both:

(a the issue of employee share options
{Options) convertible into ordinary shares
in the Company (Shares); and

(o} the granting of conditional rights to receive
Shares (Rights).

Shares issued under the Plan will rank equally with
Ihe other issued Shares.
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The final Plan terms will be approved by the Board
befors the Plan is implemented but it is anticipated
that the key terms of the Plan will be as described
below, :

12.4.1.2 Size of Plan

When any offer is made under the Plan, the total
number Shares the offer relates to plus the total
number of Shares issued in the previous five years
under the Plan or under any other employas incentive
plan of the Company will be iess than 5% of the
Shares on issue at the time of the offer.

12.4.1.3 Eligibility

Under the Plan, the Company may offer either or
both Options and Rights to employees within the
Group from time to tima as delermined by the Board
in its discretion and in accordance with the niles of
Plan and applicable law.

12.4.1.4 Consideration tor Options and Rights
Options or Rights granted to employees of the Group
may be issued and granted for no consideration,

12.4.1.5 Nature of Rights and vesting of Rights
Subject to the terms of the Plan, the grant of a
particular number of Rights will give the halder of a
given number of Rights a conditional entitlement to
exercise the Rights and have transterred to him or her
an equal number of ordinary Shares. The number of
Rights that will become exercisable will depend upon
the extent to which the conditions to exercise are
fufilled. The Board will have a discretion under the
Pian as to the terms upon which it will offer Rights
under the Plan, including the conditions upon which
the Rights will become exercisable.

12.4.1.6 Nature of Options and vesting of Options
An Option holder will be entitled 1o exercise Options
granted under the Plan in respect of which all
exercise conditions have heen satisfied. The Board
will have a discretion under the Plan as to the tarms
upon which it will grant Options under the Plan,
inctuding the terms upon which the Options will
become exercisable,

12.4.1.7 Issue or acquisition of Shares on
exercise of Options and Rights

Al the discretion of the Company, Shares in respect

of which a participant has exercised Qptions may be

delivered by being issued 10 the participant by the

Company or purchased on-markel by the Company

for the participant.
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The Shares that are the subject of Rights will either:

@) be issued by the Company to a custodian
or acquired on-market by a custodian at the
sama tima as the grant of Rights under the
Ptan or at another time determined by the
Board and transferred to the holder of the
Rights at the time of exercise of the Rights; or

l(e}] be acquired by the Company on-market for
the Right holder following the exercise of
Rights.

12.4.1.8 No transfer of Rights or Options
Without the prior approval of the Board, Rights and
Options may not be sold, transferred, mortgaged,
charged or otherwise dealt with or encurnbered.

12.4.1.9 Expiry of Rights and Options

Unless the Board determines otherwise, if an Option
or Right has not lapsed eartier It will lapse at the latest
time at which the Option or Right may be exercised,
as specified by the Board at the time of the offer.

12.4.1.10 Quotation
(a) Options will not be quoted on ASX.

(e)} The Company will apply for official quotation
of ary Shares issued upon exercise of
Options, or issued in connection with the
grant of Rights, in accordance with the
Listing Rules.

12.4.1.11 Ceasing employment
The Plan will contain provisions conceming:

@ Shortening of the time available lo exercise
vested Options and Rights in the event of
voluntary resignation of an employee of the
Group.

) Vasting and exercise of Rights and Options
not yet vested in the event that an employes
ceases employment because of redundancy,
deaith, disability or illness.

12.4.1.12 Change of control of the Company
The Plan will provide for earty vesting of Rights and
Options in the event of a change of controt of the
Company.

12.4.1.13 Other Pian terms
The Plan will also contain customary and usual terms
for dealing with:

(al changes in capital structure; and

{b) adminisiration, variation, suspension and
_ termination of the Plan,
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12.4.1.14 Non-executive directors’ fees

The Company intends to adopt a separate scheme
which provides for the non-executiva directors of
the Company to elect to receive ail or part of their
directors’ fees in Shares. Any Shares a director
receives under these provisions will be acquired
on-market by the Company for the director.

12.4.2 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

irespective of the jurisdiction in which those
employess are employed. Oue o the differing
requirernents of the securities laws in the various
jurisdictions in which the Group operates, the
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 Boart
Longyear or of such a nature that an investor may
wish to 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.

12.51 Ofifer Management Agreement

On 1 March 2007, the Company, Macquarie

Equity Capital Markets (in its capacity as Global
Coordinator and Joint Lead Manager), Goldman
Sachs JBWere Pty Limited (in ils capacity as Joint
Lead Manager}, and UBS AG, Australia Branch {in
its capacity as Joint Lead Manager), entered into
the Offer Management Agreement. Under the Offer
Management Agreement, the Global Coordinator
has agreed 10 manage the Offer and the Joint Lead
Managers have agreed 1o manage the bookbuild for
the Offer and to provida settlement support for the
Institutional Offer.

12.51.1 Fees
tnder the Cffer Management Agreement, the
Company must pay:

(a) a global Coordinator fee of 0.61% of the
gross proceeds received under the Offer to
the Global Coordinator; and

()] broker fees of 1.50% of the gross procesds
received under the Broker Firm Qifer to the
Global Coordinator, who wilk then distribute
it to the relevant Brokers and Syndicate
Members;

© a fixed management fee of £60.00% of
the Fees for Distribution, to the Global
Cocrdinator, who will then distribute it in the
{ollowing proportions:

i} 77.75% as fixed management fees to
ba divided equally among the Joint
Lead Managers (including the Global
Coordinator); and

(i} 22.25% as fixed management fees to
be divided equally among the Co-Lead
Managers; and

) at the Global Coordinators request, a
discretionary selling fee of up 1o 40% of Fees
tor Distribution to the Global Coordinater,
who must then distribute it in the following
proportions:

I} 77.75% to be divided among the Joint
Lead Managers (excluding the Global
Coordinator) and the Co-Lead Managers,
in proportion to performance (such
performance to be determined by the
Global Coordinator in consultation with the
Company) as determined by the Global
Coordinator in its absolute discretion; and

{iy 22.25% 1o be divided equally among
the Co-Lead Managers, in proportion 10
performance (such performance to be
determined by the Global Coordinator
in consullation with the Company) as
determined by the Global Coordinator in
its absolute discretion.

In this respect "Fees for Distribution” means an
amount equal to 3.00% of the gross proceeds
received under the Offer less the globa! Coordinator
fee described in paragraph (a) above and less any
broker fees described in paragraph {b) above.

These fees will only be payable upon successful
completion of the Offer. The Company must pay,
or reimburse the Joint Lead Managers, for all
reasonable costs of and incidental to the Offer.

12.5.1.2 Representations, warranties and
undertakings of the Company

The Offer Management Agreement containg various

representations and warranties thal 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 tha Offer, including that it must not

be involved in any activity which breaches the

Constitution, the Offer Management Agreement, the

Corporations Act, the Listing Rules and any other

applicable laws.
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The Company must also, among other things, not
without the prior written consent of the Joint Lead
Managers:

(a) for 180 days after the allotrment of Shares
under the Offer, allot or agres to allot, or
indicate in any way that it may or will allot or
agree 1o allol, any shares or other securities
that are convertible or exchangeable into
equity, or that represent the right to receive
equity, of the Company or any member of
the Group other than under the Offer, the
Offer Managernent Agreement, an employee
share plan, or a dividend reinvestment or
bonus share plan described or disclosed in
the Prospectus and the Intemational Offering
Circular; or

()] amend the Prospectus, New Zealand
Investment Statement or the International
Oftering Circular, such consent not to be
unreasonably withheld,

12.5.1.3 Indemnities

The Offer Management Agreement contains

the usual indemnities given by the Company in
tavour of the Joint Lead Managers and Co-Lead
Managers and certain affilisted persons, related
bodies corporate and related persons of the Joint
Lead Managers and Co-Lead Managers for any
loss incurred directly or indireclly arising out of or in
connection with tha Offer.

12.51.4 Termination

Each Joint Lead Manager may terminate its
obligations under the Offer Management Agreement
upon the occurrence of a number of events,

If any of the termination events in the paragraphs
betow ocour before Setitement or such other time as
specified in those paragraphs, a Joint Lead Manager
may terminale alt of its obligations under the Offer
Managemeni Agreement.

In the case of the events in the paragraphs below
which are marked with an asterisk, a Joint Lead
Manager may only terminate its obligations under the
Gtfer Management Agreement if it has reasonable
grounds to believe and doss believe that:

)] the event has or is likely to have a materially
adverse effect on the outcome or success
of the Otfer or the likely price at which the
Shares will trade on ASX;

(D) coutd give rise to a liability for the Joint Lead
Manager under the Corporations Act or any
applicable laws; or
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has or Is likely to have a materially adverse
effect on the willlngness of institutional
investors {or would in the absence of any
contractual obligation have or be fikely to
have such a material adverse effect) to pay
the Final Price.

(disclosures in Prospectus) ) a slatement
contained in this Prospectus is misleading
or deceptive, or a matter is omitted from
1his Prospectus (having regard to the
provisions of sections 710, 711 and 716 of
the Corporations Act), or this Prospectus
otherwise tails to comply with the
Caorporations Act, the Listing Rules or other
applicable taws; '

{disclosures in the International Offering
Circular or the Pricing Disclosure

Package) the Intemationa! Offering Circular
or the Pricing Disclosure Package includes:

{ anuntrue statemen! of a material fact or
omits to state a matenial fact necessary in
order to maka the statements therein, in
the light of the circumstances under which
they were made, not misleading; or

(i} any forecast, expression of opinion,
intention or expectation expressed in
the Intemational Offering Circular or the
Pricing Disclosure Package which is not,
in all material respects, tair and honest
and based on reasonable assumptions,
when taken as a whole;

(supplementary prospectus) the Company
issues or in the reasonable opinion of the
Joint Lead Managers becomes required to
issueg, a supplementary prospectus or (o file
or register any supplementary document
required by New Zealand securities laws;

{oftences by Directors) any of the following
oceurs:

(i} a Director ol the Company is charged with
an indictable offence;

{ii} any Director of the Company is
disquatified from managing a corporation
under the Corporations Act; or

(iiiy the chairman or chief investment officer of
the Company vacates his or her office;
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{listing approval) approval is refused or not
granted, cther that subject to customary
conditions, to:

{} the Company's admission to the official list
of ASX; or

{ii) the official quotation of all of the Shares
on ASX;

on or before the dale the Institutional

Offer opens, or if granted, the approval is
subsequently withdrawn, qualified (other than
by customary conditions) or withheld:

(netifications) ) any cf the following
natifications are made:

() ASIC holding a hearing under section
739(2) of the Cormporations Act or issuing
an order {including an interim order) under
section 739 of the Corporations Act;

(i) 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;

(i) ASIC commences any inquiry,
investigation or hearing under Part 3 of
the Australian Securities and Investments
Commission Act 2001 (Cth) in retation to
the Offer or this Prospectus;

(ivyany person gives a notice under section
733(3) of the Comporations Act or any
persen (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;

{v) any person gives a notice under section
730 of the Corporations Act in relation to
this Prospectus;

(NZ notifications) any New Zealand
regutatory body in respect of the Ofier
issues an order suspending or cancalling

the issue or use of the New Zeatand
Investment Staterment or any advertisement,
or praventing the Company from issuing the
New Zealand Investment Statement or any
advertisernent or the New Zealand Securities
Commission exercises any power under Parl
3 of the Securities Act 1978 (NZ) in relation to
the Offer;

{withdrawal) the Company withdraws this
Prospectus, the New Zealand Investment
Statemnent, 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 praviously consented to the issue of this
Prospectus withdraws such consent or ary
person otherwise named in this Prospectus
with their consent {other than a Joint Lead
Manager) withdraws such consent;

{material adverse change) any material
adverse change occurs or an event occurs
which is likely to give rise to a material
adversa change in the assets, liabilities,
financial position or performance, profits,
losses or prospects of the Group including:

() any change in the eamings, prospects
or forecasts of the Group from those
disclosed in this Prospectus, the New
Zealand Investment Statement or the
Imternational Offering Circular;

(i) any change in the nature of the business
conducted by the Group;

{ifany change in the assets, liabilities,
financial position or performance, profits
or losses of the Group from those
respectively disclosed in this Prospectus,
the New Zealand Investment Statement or
the International Offering Circular; and

{insolvency) the Comparny or any member
of the Group is insolvent or there is an acl
or amission made which may result in the
Company or any member of the Group
becoming insovent;

{market fall) the S&P/ASX 200 Index is, at
the close of normal trading on ASX on any
business day until Settlement, lower than
90% of the leve! of that index as at the last
close of normal trading on ASX on:

{} the business day immediately preceding
the date of the Otfer Management
Agreement and remains at or below that
level for at least 3 consecutive busingss
days or until the end of the day before the
Settlerment Date; or

(i} on the Institutional Offer Closing Date and
remains at or below that level for at least 3
consecutive business days or until the end
of the day befora the Settlement Date;

{disruption in financial markets] either of
the following occurs:
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(i} ageneral moratorium on commercial
banking activities in Australia, the
United States of America or the United
Kingdom is declared by the relevant
central banking authority in any of those
countries, or lhere is a material disruption
in commercial banking or security
seittement or clearance services in any of
those countries; or

(iiy trading in all securities quoted or listed on
ASX, the London Stock Exchange or the
New York Stock Exchange is suspended
or limited in a material respect {or one
day on which ihat exchange is open for
trading,

in either case the effect of which is such as
to make it, in the reasonable judgment of the
Joint Lead Managers, impractical {o promote
the Offer or to enforce contracts to subscribe
{or the Shares;

*{disclosures in due diligence report) the
due diligence report or any other information
supplied by or on behalf of the Compary

to the Joint Lead Managers in relation to

the Group or the Otfier is misleading or
deceplive;

‘(material contracts) any term of a material
contract is varied, terminated, rescinded or
attered without the prior consent of the Joint
Lead Managers or any material contract is
tound to be void or voidable;

‘(tegal proceedings) any of the following
oceurs:

{) the commencement of legal proceedings
against the Company or any Director of
the Company;

(i) any regulatory body commences any
inquiry or public action against a Director
ol the Company in his or her capacity as
such or anneunces that it intends 1o take
any such action;

‘(change of law) thare Is introduced, or there
is a public announcement of a proposal to
inlraduce, a new law or govemment palicy

in Austrafia (including a policy of the Reserve
Bank of Australia), any member state of the
European Union, Canada, South Africa or the
United States of America {other than a law

or policy announced prior to the date of the
Offer Management Agreement);

®
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*fchange in management) a change
in senior management or the Board of
Girectors of the Company occurs;

*(breach) the Company fails to perform or
observe any of its obligations under the Offer
Management Agreement;

“{Certificate} any Cerlificate given under
the Offer Management Agreement by the
Company is false, misteading or inaccurate;

‘{representations and warranties) a
representation or warranty contained in the
Offer Management Agreement on the part of
the Company is not true or correct;

‘{hostilities) in respect of any one or more of
the United States of America, Australia, New
Zealand, any member state of the European

Union, the United Kingdom, Canada, South

Africa, Indonesia, North Karea, South Korea,
China or Japan:

{i} hostilities not presently existing
commence;

{i) a major escalation in existing hostilities
oceurs;

(i} a declaration is mads of a national
emergency or war;

{v)a major terronist act is perpetrated on any
of those countries or a diplomatic, military,
commercial or political establishment of
any of those countries elsewherea in the
world; or

‘{financial markets) there is any adverse
change ar disruption to the existing financial
markets, political or economic conditions

of Australia, the United States of America,
the United Kingdom or the international
financial markets or any change in national or
international political, financial or ecenomic
conditions;

*(fraud) the Company or any of its Direclors
or officers (as that term is defined in the
Corporations Act), engage in any fraudulent
conduct or activity whether or not in
connection with the Offer; or

*(Otfer timetable) an event specified in the
Offer timetable is delayed for more than 2
business days.
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12.5.2 Summary of debt financing arrangements

12.5.2.3 Summary of facilities

The Company has received a commitment from ABN
AMRO Bank NV (Australia Branch), National Australia

general corporate requirements of the Boart

Longysar Group:; and

Bank Limited and The Royal Bank of Scotland -
plc, Australia Branch (“Banks"} to enter into a

Subscription Agreement ("IPO Facilities Agreement”)

with Boart Longyear Management Ply Limited and

Longyear Canada, ULC (“Initial Borrowers”), the

Company and various of the Company's subsidiaries

(the Initial Borrowers, the Company and such

subsidiaries are togsther the “Guarantors”) for the -
Banks to provide the following interest bearing debt

facilities {“IPO Facilities"):
12.5.2.2 Conditions precedent

The right of the Initial Borrowers and any Guarantor
which becomes a borrower under the IPO

Facilities Agreement (the Initial Borrowers and such
Guarantors are together the “Borrowers") to make
the first and subsequent drawings under the (PO
Facilities will be subject to the satisfaction of various
conditions precedent which are lypical of financing

{acilities of this type.
12.5.2.3 Use of proceeds

The IPQ Facilities, in conjunction with the proceeds of
the Offer (refer to Section 1.8), will be made available
to the Borrowers lor the following purposes:

- in the case of the Term Facilities, towards
repaying a portion of the Boart Longyear
Group's existing exlernal debt, paying
the costs and expensas incurred by the
Company in relation to the Offer and funding

Table 12.1 Summary of debt facilities

in the case of the Revolving Facility, to fund:

acquisitions which comply with the
acquisitions parameters set out in the IPO
Facilities Agreement;

the working capital and capital
expenditura requirements of the Boart
Longyear Group;

general corporate requirements of the
Boart Longyear Group; and

- in the case of both the Term Facilities and
Revolving Facility, for any other purpose

approved by the Banks.

Part of the proceeds of the Offar wilt be used 1o repay
the balance of the money owing under the Boart
Longyear Group's existing external debi facilities.

It is intendad that Term Facility A and Tern Facility
B {together the “Term Facilities”} as set out in Table
12.1 below will be fully drawn immediately following

completion of the Otfer. The Revolving Facility will

be utilised to fund seasonal or inter-month working
capital movernents during the course of the year.
Based on the farecast cash flow of the Compary
for the 2007 financial year, the Revolving Facility

is estimated 1o vary between a nel drawdown

and a nel posilive cash balance. The Revolving
Facility is estimated 1o be drawn down, net of cash
balances, to a level of between USS35 milion and
US$45 milion at the Settlement date.

Facility Limit (US$m) Type of funding Maturity date Repayment and interest
Term Facility A 585.0 Cash advances Three years from the Principal repayable on the
dale of first drawdown  maturity date
of the IPO Facifities Interest payable at the end
of each interest period
Term Facility B 65.0' Cash advances Five years and one day Principal repayable on the
from the date of first maturity date
g;mg:n ofthelPO Interest payable at the end
of each interest period
Revolving Facility 200.0 Cash advances, bank  Five years from the Principal repayable an the
guarantees and lefters  date of first drawdown  maturity date
of credit ol the IPQ Facilities Interest payable at the end
of each interest period
Note:

1. Funding available in Canadian dollars.
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12.5.2.4 Guarantee

The IPO Facilities will be unsecured but will be
guaranteed by the Guarantors. Under the terms of
the IPO Facilities Agreement, certain subsidiaries of
the Company will be required to become guarantors
of tha IPO Facilities, subject to compliance with
applicable financial assistance laws in the jurisdiction
of incorperation of the subsidiary.

12.5.2.5 interest

For cash advances under the IPQ Facllities, interast
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 ralio of the
Boart Longyear Group.

The Boart Longyear Group has implemented two
separate US dollar fixed to foating interest rate
hedges under which the Boart Longysar Group

will have US$528 milion in aggregate of its interest
rate exposure at IPO at a weighted average base
interest rate of 4.99% pa. The first interest rate swap
arrangement was effective from 5 August 2005 and
has a three and a haif year maturity. The second
interast rate swap arrangement was effective from
20 October 2006 and has a five year maturity. The
aggregate amount of inlerest rate exposure will
reduce over the lite of the respective interest rate
swap arrangements.

12.5.2.6 Representations, warranties,
undertakings and events of defauit

The IPO Facilities Agreement contains
representations, warranties and undertakings from
the Botrowers, the Guarantors and any subsidiaries
which becomae guarantors of the IPO Facilities
("Obligors™). The representations, warranties and
undertakings ara typical of financing facilities of this
type.

The IPO Facilities Agreement also containg certain
undertakings and avents of default typical of
financing facilities of this type.

12.5.2.7 Review events
It is a review event if:

- any person obtains control {as defined in the
Corporations Act) of the Company; or

- {ollowing the 1PO:

— the trading in the ordinary shares and
other equity securities in the Company
on the Australian Securities Exchange
is suspended and tha! suspension
continues for an uninterrupted period of
maore than five business days; or

- the Company is de listed by the Australian
Securities Exchange.
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On the occurrence of the reviaw event, the Company
and the Banks will consult for at least 60 days

to establish the impact of the review event and
formulate a remedial action plan. If the review event
and ramadial action plan are not acceptable to

the Banks, the Borrowers must repay alt money
outstanding under the IPQ Facliities within 60 days of
receiving notice that repayment is required and the
Banks may immediately cance! their commitments, If
the review event and remedial action are acceptable
to the Banks subject to revised terms, each Obligor
and the Banks will take reasonable steps to promplly
implement those revised terms. However, if the
revised terms have not been implemented to the
satisfaction of the Banks within 60 days of the Banks
notilying the Compary of the revised terms, the
Borrowers must repay all money outstanding under
the IPO Facilities within 60 days of receiving that
notice and the Banks may immediataly cancet their
commitments.

12.6 ASIC relief

ASIC has granted a modification of section 707

of the Comorations Act 1o permit, without the
requirement to lodge a further discltosure document,
the resale of Shares issued to Institutional Investors
under the Intermnational Offering Circular and to

New Zealand residents under the New Zeatand
Invesiment Statement.

12.7 ASX waivers and exemptions
ASX has approved ‘in-principle’ the grant of a waiver
of the following rules:

- Listing Rule 7.1 in connection with the issue
of securities 10 an underwriter of the Dividend
Reinvestment Plan (refer to Section 12.8);

- Listing Rule 10.11 in connection with
the issue of Shares to Pau! Brunner and
David McLemore upon exchange of the
Exchangeable Notes (refer to Section 12.2.2);

- Listing Rule 10.11 in connection with the
issue of Shares to the Non Executive
Direclors (refer 1o Seclion 12.10.1.1); and

- Listing Rute 10.11 in connaction with the
issue of Shares to Paul Brunner as described
in Section 3.11.

The Company will formally apply for a waiver of
these Listing Rules at the time of lodgement of its
application for admission 1o the officiat fist of ASX.
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12.8 Dividend Reinvestment Plan
The Directors have approved and may implement
a Dividend Reinvestment Plan (“DRP"),

The nules of the DRP are typical of a dividend
reirvestment plan operated by an ASX listed
cormpany. Shareholders who elect to participate in
the DRP will be able to reirvest the dividends they
are entitled to receive in Shares rather than receiving
those dividends in cash. Shareholders may choose
lo participate in the DRP in respect of some or all of
their Shares. The Board may choose 1o enter into
underwriling arrangements from time o time for the
partial or full underwriting of any shortfall in the DRP
1ake up with respect to a particular dividendg.

The DRP will commence on the date determined
by the Board, and may be varied, terminated or
suspended by the Board at any time, according
to the rules of the DRP, As at the date of this
Prospectus, the Board has not decided o
commencea the DRP.

A Sharehaolder subject to the laws of ancther country
may not participate in the DRP uniil the Board is
satisfied thal such participation will not constitute a
breach of the laws of that country or place.

A copy of the rules of the DRP will be mads available
by the Group to Shareholders in advance of the
record date for the first dividend in respect of which
the Board determines to commence the DRP.
Alternatively, a copy of the nules of the DRP will

be available on Boart Longyear’s website at
wyvw.bogrtiongygar.com.

12.9  Australian taxation considerations

This is a general description of the Austrafian income
tax consequences for inestors who acquire Shares
through the Retail Offer or Institutional Otfer.

The taxation summary seeks to provide Australian
tax resident individual Shareholders, Australian
tax resident complying superannuation fund
Shareholders, Australian tax resident corporate
Sharehotders and lax non-resident Shareholdsrs
wilh an overview of the relevant Australian income
tax considerations associated with the payment of
dividends by the Graup and the future disposal of
their Shares.

The Australian tax laws are complex. The summary
is general in nature and is nol intended to be an
authoritative or completa statement of the applicable
law. The individual circumsltances of each investor
may affect the taxation implications of the irvestment
of that investor. Investars should seek appropriate
independent professional agvice thal considers the
taxation implications in respect of their own specific
circumstancas.

Boart Longyear disclaims all liability to any investor
or other party for all costs, losses, damages and
liabilities that the irvestor or other party may sufier
or incur arising from or relating 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 incoma tax law, established
interpretations of that law and understanding of the
practice of the tax authorily in Australia as at the date
of this Prospectus. Investors should also be aware
that the Australian tax rules are continuing 1o undergo
significant change.

12,91 Taxation of Dividends

Dividends are paid to Shareholders from the
accounting profits of Boar! Longyear. 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 dividend is ‘franked’. It is
possibla for a dividend to be fully or partly franked
or unfranked. Where a dividend is parlly 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.

12.9.1.1 Australian tax resident Shareholders

- individuals
Individual Australian tax resident Shareholders will
need {0 include dividends in their assessable incoma
in the income year in which the dividend is paid. In
addition, to the extent that the dividends are franked,
then the franking credils 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. Individua!
Shareholders will need 1o pay additional tax if the tax
payable as a result of receiving the dividend exceeds
the franking credits attached to the dividend.
Individual Shareholders are entitled to claim a refund
{or any excess franking credits.
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Ta the extent that (he dividend is unfranked, there is
no gross-up and Shareholders should generally be
taxed at their prevailing marginal rate on the dividend
received, with no tax oifset.

In order for ingividual Shareholders to be entitled to
claim the 1ax offset in relation to the franked dividend
amount, tha recipient of the dividend mustbe a
‘qualified person’. Broadly, to be a qualified person,
two tests must be salisfied, namely the ‘holding
period nulg’ and the ‘related payments rule’,

In broad terms, if individual Shareholders have hald
the Shares at risk for at least 45 days {excluding
the dates of acquisition and dispesal), they are able
to claim a tax offset for the amount of any franking
credits allaching to the dividend.

12.9.1.2 Australian tax resident Shareholders

- corporations
Dividends payable to Australian tax resident
corporate Shareholders will be included in their
assessable income in the income year the dividend
is paid. To the extant that the dividends are franked,
then the franking credits attaching o the tranked
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 1o
the amount of franking credits received. This would
resuli in the dividend being free of further company
tax to the exient that it is franked. Corporate
Shargholders are unable to claim refunds for excess
franking offsets. However, where excess franking
offsets exist, they may be converted into carry
forward tax losses. A fully franked dividend shouid
effectively be free of 1ax 16 a corporate Shareholder.

To the extent thal the dividend is unfranked, there
is no gross-up and corporate Shareholders should
generally be laxed at the company tax rate on thg
dividend received, with ng tax offsat,

Corporate shareho!ders 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 tha credil to make
frankable distributions to their shareholders.

12.9.1.3 Australian tax resident Shareholders
- complying superannuation funds

In general terms, complying superannuation funds

treal the receipt of a dividend in the same way as

an individual.
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12.9.1.4 Non-resident Shareholders - general
Generally, dividends payable to non-resident (for
tax purposes) Shareholders will be subject to
dividend withholding tax to the extent that they are
unfranked. Australian dividend withholding tax is
imposed at 30% unless a Shareholder is a resident
of a country with which Australia has concluded a
double taxation agreement. In these circumstances,
the withholding tax is generally then limited to 15%.
Unfranked dividends attibutable 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 ceriain circumstances,
non-resident (for tax purposes) Shareholders may
be assessable for tax on any such dividends.

They should also consider the impact of dividends
under their domestic tax regime,

12.9.2 Taxation of future Share disposals
12,9.2.1 Australian tax resident

Shareholders - general
Australian {ax resident Shareholders who frade
Shares in the ardinary course of their business and/or
hold their Shares on revenue account must includa
any gains made on the disposal of their Shares in
their assessable income. Shareholders wha includa
gains made on the disposal of their Shares in thair
assessable income are not assessed for capital gains
tax on the disposal.

All other Shareholders will hold their Shares on
capita! account. These Shareholders must consider
the impacl of Australian capital gains tax rules on the
disposal of their Shares.

A Shareholder derives a capital gain on the disposal
of Shares where he capital proceeds received on
disposal exceed the capital gains tax cost basa of
those Shares. The cost base of each Shareholder
should generally be 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 Shargholder incurs a capital toss on the disposal
of Shares where the capital proceeds received on
disposal are less than the reduced capital gains tax
cost base of the Shares.

All capital gains and iosses for the income year are
added together to produce a net capital gain position
for that income year. A net capital gain for an incoms
year is included in the Shareholder's assessable
income and is subject {o taxation in Australia.

A net capital loss is eftectively quarantined and may
generally be carried forward to the next income year
to be deducted against future capital gains.
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12.9.2.2 Non-resident Shareholders — general
Non-resident {for tax purposes) Shareholders who
hold Shares on reveniue account may need to include
profits from the sale of Shares in their assessable
income. Applicable double taxation agreements may
provide relief from Australian taxation,

Non-resident Sharehckders who do not hold Shares
on ravenue account may be subject to Australian
capital gains tax upon disposal of their Shares where
50% or more of the company is represented by
Australian real property and the shareholder owned
at Jeast 10% of the Shares at the time of disposal or
tor at teast 12 months during the 24 months before
the disposal.

12.9.2.3 Individual Shareholders - capital gains
tax concession
Australian tax resident individual Sharsholders may
be entitled to a concession on the amount of capital
gains assessed. The concession is available to
individual Shareholders who hold their Shares for at
least 12 manths pricr 1o disposal. The concession
resutts 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 lax provisions. The concession is not
available to corporate Shareholdars.

The capital gains tax treatmert of Australian tax
resident complying superannualion fund Shareholders
is, in general, the same as that set out for Australian
tax resident indivicduals, except that the capital gains
tax discount is one third rather than 50%.

12.9.3 Tax File Number and Australian

Business Number
You are not obliged to quota your tax fila number
(“TFN"), or where refevant, 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 rata {currently 45%) 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.

12.94 Stamp duty

No stamp duty will be payable by successfut
Applicants or bidders on the issue of Shares to
successful Applicants or bidders pursuant to
the Offer. In addition, under current stamp duty

legistation, no stamp duty would ordinarily be payable _

on any subsequent transfer of Shares by successful
Applicants or bidders,

12.8.5 Goods and services lax

Under current Australian law, goods and services tax
will not be payable in respect of any issue or transfer
of Shares.

12.10 Interests of Directars, existing

investors, advisors and promoters
Other than as stated in this Section 12,10 or
elsewhere in this Prospectus:

no amount has been paid or agreed o

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, & Director;

- none of the following persons:
{a) a Director or proposed Director;

(b) 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;

(c) a promoter of the Company; or
() a broker to the Offer,

holds or has held at any time in the two years
bejore lodgement of this Prospectus with
ASIC, an interest in:

(a) the formation or promotion of the Company;
(b) 1he Offer; or

(c) property acquired or proposed to be
acquired by the Company in connection
with i{s formation or promotion or the
Offer; or

was paid or given, or agreed {o be paid or given,

any amount or benefit for services provided by such
person in connection with the formation or promotion
of the Company or the Offer.

12,101 Interests of Directors

12.10.1.1 Interests in Shares

The Non-Executive Directors {and their associates)
are entitled to and have nated an intention to apply
for Shares in the Offer. The Company has also
agreed to grant additional Shares to the Directors {or
their associates) in consideration for their assistance
in relation to recent acquisitions and in preparing the
Company for the Offer. Those additional Shares will
be granted subject to certain conditions, being:

- they will vast upon the third anniversary of the
grant, subject to the Non Executive Director
remaining in that capacity for that time;

there will be a restriction upen sale until the
earlier of 10 years from the grant date, the
Non Execulive Director leaving (o hold office
or the Board's discretion; and

certain trigger evenis, such as a change of
conlrol, may cause an earlier vesting.
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Table 12.2: Non-Executive Directors’ interests in Shares

Number of additional

Shares to ba granted
Number of Shares by the Company
to be applied for in consideration
Director under the Offer’ for their services' Total
Graham Bradley 1,813,472 471,503 2284974
{Chairman)
Bruce Brook 103,627 44,042 147,669
{Non-Executive Director)
Geoff Handley 51,813 31,088 82,802
[Non-Executive Direcior)
Peter St Gearge 207,254 69,948 277202

{Nen-Executive Director)

David McLemore
{Non-Executive Director)

- - 800,002

Nota:
1. Basod on the mid-poirt of the Indicative Price Aange.

2. Seo Section 12,10.1.4 for further information.

In addition to the Shares set out In Table 12.2 above,
Section 12.10.1.4 contains details regarding the
interests of Paut Brunner and David McLemore in
the Company, whe are Vendors.

12.10.1.2 Remuneration

Under the Constitution, Non Executive Directors

are entitted to such remuneration as is determined
by the Board, which remuneration must not

exceed in aggregate the maximum amount initiatty
fixed by the Directors or such higher amount
subsequently approved by the Company in general
meeling. Currently, it has been determined that

such remuneration will not exceed AS2 million per
annum to be apportioned among the Non Executive
Directors as the Board determines in its absolute
discretion. The Directors acknowledge that as

Boart Longyear grows, the demands on the Directors
will increase and the Directors' fees will be increased
commensurate with their responsibifities and
workload, as determined by the Board and approved
by Shareholders.
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For FY2007, the base fee payable 1o each

Non Executive Director {excluding the Chairman) is
A%$120,000 pa (before tax), excluding superannuation,
The base fee payable to the Chairman is A$360,000
pa [before lax), excluding superannuation. Additional
fees are payabls to Non Executive Directors for
committee memberships and are calculated at a rate
of 10% of the base fee {or a Non Executive Director
for membership of a committee and 20% of the base
fee for a Non Executive Director for chairmanship of
a committee. The commitiee fees are not inclusive

of superannuation. Non Executive Directors may
elecl to receive any part, or all of the annual fees
{including committee fees as Shares in Company

in liau of cash). Non Executive Directors may also

be reimbursed for expenses properly incurred as a
Director in the course of pertorming 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 documents relating to the Directors and
requires the Company 1o indemnity the Directaor for
liability incurred as an officer and promoter of the
Company, subject to the restrictions imposed by the
Corporations Agi and the terms of the Constitution.
The deed providas that the Company must advance
to the Director reasonabla costs incurred or
expecied lo be incurred by the Diraclor in defending
certain proceedings.
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The deed provides that the Company must keep a
complete set of Board papers and that the Director
be allowed access to, and a copy of, the Board
papers in certain circumstances.

The deed requires the Company to maintain a poicy
of insurance which insures the Director against liability
as a director and officer of the Boart Longyear Group
from the date of the deed untdl the later of the date
which is saven years after the Director ceases to hold
office as a director of the Company and the date that
ary relevant proceedings commenced or threatened
during the period of seven years after the Director
ceases to hold office have been fully resotved.

12.10.1.4 Other interests of Directors

Paul Brunner

Paul Brunner {Managing Director) invested in the
Boart Longyear Group alongside Advent International
and Bain Capital in 2005 (refer to Section 3.2). In
addition, he acquired an interest in the group as
aresult of the equity arrangements outlined in
Section 3.11.

As parl of the shareholder arrangements entered
into in 2008, it was agreed that, in the event of an
initial public offering, Mr Brunner would reinvest
approximately 50% of his interest in the Company on
an after tax basis.

n accordance with thess arrangements and hased
on the mid-point of the Indicative Price Range, and

a foreign exchange rate assumption of US$0.771:
A$1.00 on the Closing Date of the Institutional Offer,
Mr Brunner is expected to hold approxinmatety

16.7 million Shares in the Company {taking into
account his initial investment and assuming vesting
of his equity arrangements in October 2007). These
Shares are subject to the disposal restrictions set out
in Section 3.11. In addition, Mr Brunner is expected to
receive approximately US$24.8 milion on an atter tax
basis net of certain investment related expenses.

Executive Service Agreement: Paul Brunner
Longyear Hoidings, Inc. has entered into an executive
sarvices agreement with Paul Brunner for a three

year term under which he will be entitled to receivea .

base salary of US$875,000 per annum. In addition to
his base salary, Mr Brunrer is entitied to receive an
annua! bonus of up to 100% of his base salary if he
meets specilied corporate and personal goals. He

i5 also entitied to other cash and non-cash benefits,
including a car allowancs, reimbursement of tax and
financial planning fees. Mr Brunner will be eligible, at
the Board's discretion, to participate in the employee
share plan discussed in Section 12.4.

The specified corporate and personal goals under
witich Mr Brunner's bonus will be determined includs
largets for the achievement of and exceeding the
prospecius forecast,

Mr Brunner is subject to a 12 month non-compete
restraint following the term of his agreement or in the
event that his agreement is terminated before the end
of its term, which can be extended for a further 12
months under certain circumstances.

It Mr Brunner's employment is terminated without
cause, or if he terminates his employment for good
reason, he is entitled to certain benefits, including:

- the payment of unpaid and accrued base
salary,

a pro-rata annual bonus for the year of
termination;

- reimbursement of reasonable expenses
incurred in refocating out of Utah; and

monthly severance paymenis equal to his
monthly base salary at the time of termination,
payable for a period of 18 months,

Mr Brunner can terminate his employment for good
reason if there is a material aciverse change in his
litle, authority or duties, his base salary or annual
bonus is reduced or any other material breach of
his agreement, Allernatively, Longyear Holdings
Inc. can terminate Mr Brunner’s employment with
cause in cerfain circumstances such as corwviction
of a eriminal offence, breach of any duty owed to
the company or if he refuses 1o perform the lawiful
directives of the board.

David McLemore

David McLemore [Non-Executive Director) also
invested in the Boart Longyear Group alongside
Advent International and Bain Capital in 2005. As a
result of this investment Mr McLemore is expected 1o
hold approximately 0.8 million shares in the Company
iollowing the Olfering and will receive approximately
US$10.8 million in after tax proceeds (based on the
mid-point of the indicative Price Range and a foreign
exchange rate assumption of US80.771:A$1.00 on
the Closing Date of the Institutional Offer) after taking
account of certain investment related expenses. The
Shares held by Mr McLemore will not be subject to
disposal restrictions. However, the Shares will be
subject to the standard trading restrictions applicable
10 the Directors.
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12.10.2 Interests of existing investors
The Vendors will hold:

- approximately 674 million Redeemable Notes
which will be redeemed at the Final Price
shortly after completion of tha Offer {refer to
Section 3.2); and

- approximately 216 million Shares
on Allotment following exchange of
Exchangeable Notes issued at Settlement
(refer to Section 1.9).

Based on the mid-point of the Indicative Price

Range and a foreign exchange rats assumption

of USE0.771:AS1.00 at the Closing Date of the
Institutional Offer, the value of the redemption
proceeds that will be received by Vendors is A$1,301
million and the value of the Shares that will be held by
Vendors is A$417 milion. These Shares will represent
approximately 14.5% of the valus of the Company's
issued capital after completion of the Otfer {refer to
Section 1.10).

12.10.2.1 Interests of Macquarie Bank
Macquarie Bank and its subsidiaries {"Macquarie”)
have a number of retationships with the existing
shareholders and the Company:

- Macquaria is an existing shareholder.
Macquarie will hold approximately ASS7
million in Shares after completion of the Offer
(based on the mid-point of the Indicative
Price Range and a foreign exchange rate
assumption of
US$0.771:A%1.00 at the Closing Date
of the Institutional Oftfer}, representing
approximately 2.0% of the Company's issued
capital {refer to Section 1.9).

- Macquarie has agreed to an escrow
arrangement with the Company under
which it will be restricted from dealing with
the Shares until the earlier of one year
after the Settlement of the Qifer or three
business days after the announcement of the
Company’s FY2007 results; and

- Macquarie is Global Coordinator and
Joint Lead Manager {o the Offer {refer to
Section 12.5.1).
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12.10.3 Interests of advisors and experts
Macquarie Equity Capital Markets has acted as
Global Coordinator and Joint Lead Manager to the
Offer. Goldman Sachs JBWere and UBS have acted
as Joint Lead Managers to the Offer, The Company
has agreed to pay Macquarie Equity Capital Markets
in their capacity as Globa! Coordinator the amount in
accordance with the Offer Management Agreement
referred to in Section 12.5.1 for these services, and
to distribute from this fees payable to the Joint Lead
Managers and Co-Lead Managers.

The Company has entered into an agreement with
Macquarie Bank and MECM under which they
provide investment banking services to the Company
(subject to certain exclusions) up untit 8 August 2008,
for which they wilt be entitled 1o receive fees in an
amount to be agreed with the Campany.

Allens Arthur Robinson has acted as Australian legal
advisor to the Company in connection with the Offer
and has performed work in relation to the Australian
due diligence inquiries on legal matters. The
Company has agreed to pay Allans Arthur Robinson
A%$850,000 (excluding GST) for such services to the
date of this Prospectus. Further amounts may be
paid to Aflens Arthur Robinson in accordance with its
time-based charges.

Deloitte Touche Tohmatsu has prepared the
Investigating Accountant’s Report on Historical
Financial Information included in Section 9 and

has performed work in refation to the due diligence
Inquiries regarding historfcal financial information
and taxation matters. The Company has agreed

to pay Deloitte Touche Tohmatsu approximately
AZ$1,328,000 (excluding GST) for such services to
the date of this Prospectus. Further amounts may be
paid to Deloitte Touche Tohmatsu in accardance with
its time-based charges.

Deloitte Corporate Finance Pty Lid has prepared the
Independent Review of Directors' Forecasts included
in Section 11 and has performed work in relation

to the due diligence inquiries regarding Forecast
Financial Information. The Company has agreed to
pay Deloitte Corporate Finance Pty Ltd approximately
A3$1,421,000 (excluding GST) for such services 1o
the date of this Prospectus. Further amounts may

be paid to Deloitie Corporate Finance Pty Ltd for
due diligence services in relation to the acquisition of
Connors, Grimwood Davies and KWL ($1,086,000).

The interests of Co-Lead Managers are praovided in
the summary of the Otfer Management Agreement
in Section 12.5.1.
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1211 Consents and disclaimers

of respansibility
Written consents have been given and, at the time
of lodgement of this Prospectus with ASIC, had not
been withdrawn by the following parties:

- Macquarie Equity Capital Markets has given,
and not withdrawn prior to the lodgement
aof this Prospecius with ASIC, its written
consent to be named in this Prospectus as
Giobat Coordinator and Joint Lead Manager
to the Offer in the form and context In which
it is named;

- Goldman Sachs JBWere Pty Ltd and UBS
have given, and not withdrawn prior to the
lodgement of this Prospectus with ASIC,
their written consent to be named in this
Prospectus as Joint Lead Manager to the
Qffer in the form and context in which they
are named;

- ABN AMRO Rothschild, Credit Suisse
{Australig) Limited and JP Morgan Australia
Limited have given, and not withdrawn prior
to the lodgement of this Prospectus with
ASIC, their written consent to be named in
this Prospectus as Co-Lead Managers to the
Offer in the form and context in which thay
are named,

- Allens Arthur Robinson has given, and not
withdrawn prior to the lodgement of this
Prospectus with ASIC, its written consent to
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 lodgement of this
Prospectus with ASIC, its written consent to
the inclusion of its Investigating Accountant's
Report on Historical Financial Information
included in Section 8 and to be named in this
Prospectus in the form and context in which
it is named;

- Deleitte Corporate Finance Pty Ltd 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 11 and to be named in
this Prospectus in the form and context in
which it is named; and

- Metal Econamics Group has given, and
not withdrawn prior to lodgement of this
Prospectus with ASIC, its written consent to
be named in this Prospectus 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
an which a statement made in this Prospectus is
based, except as stated above. Each of the persons
referred to above expressly disclaims and takes no
responsibility for any statements in or omissions from
this Prospectus. This applies to the maximum exient
permitted by law and does not apply to any malter to
the extent to which consent is given above. None of
the advisors or experts referred to above has caused
or authorised the issue of this Prospectus.

12192 Costs of the Offer

It the Offer proceeds, the to1al estimated costs

in connection with the Offer including acdvisory,
legal, accounting, tax, stamp duty, listing and
administrative fees, as well as printing, advertising
and olher expenses) are currently estimated to be
approximately A$93 million (based on the mid-point
of the Indicalive Price Range and a foreign exchange
rate assumption of US$0.771:A%1.00 at the Closing
Date of the Institutional Offer). This amount will

be paid by the Company from funds raised under
the Offer.

12.13 Litigation and claims

So far as the Directors are aware, there are no
current or threatened civil litigation, arbitration
proceedings or administrative appeals, or criminal

or governmental prosecutions of a material nature

in which Boart Longyear is directly or indirectly
concemead which may have a material adverse affect
on the business or financial position of the Group.

The Company and its external consultants are
currently invgstigaling alleged conduct involving
misappropriation within the Company's Russian
operations. While this investigation is stfll underway,
based on investigations 1o date and the amounts
involvad, the Direciors do not believe this matter

will have a material adverse affect on the business
or financial results of the Group. Additionally,

the Company and its external consultants are
investigating alleged business entertainment
expenses and gifts and payments made 1o certain
customers to determing whether such conduct may
have violated any applicable laws or regulations. This
investigation is also still underway; however, at this
stage any amounts involved are not balieved to be
significant and no determination has been made of
any violation of any laws or regulations.

1214 Governing law

This Prospectus and the coniracts that arise from
the acceplance of the Applications and bids under
this Prospacius 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.
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12.15 ASX admilssion and quotation

The Company wilt 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 accur
initially on a conditional and deferred ssttlfement basis
on or about 5 April 2007,

12,16 Appendix containing additional
financial information
Invastors should note that a separate Appendix dated
the dale of this Prospectus has been prepared and
lodged with ASIC. The Appendix contains detailed
pro forma historical financial information about the
Company and information regarding the accounting
policies adopied in connection with the preparation
of that pro forma historical financial information.

The Appendix expands on the pro forma historical
financial information included within ihis Prospectus.
The Company believes that the information in the
Appendix is primarily of interest 1o professional
analysts or advisors, or irwestors with similar
specialist information needs. If you consider that Ihe
information in the Appendix may assist you in making
your invesiment decislon, you may obtan a copy

of the Appendix free of charge by calling the Boart
tongyear Ofter Information Line on 1800 781 633
or +81 2 8280 7488.

The Appendix is takan to be included 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.
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AS

AASB

ABN

Accounting Acquirer
ACN

Acquired Businesses

Advent International
AIFRS

Anglo American

Applicant

Application
Application Form

Application Monies

ASIC
ASTC

ASTC Settlement Rules
ASX
Bain Capital

Board

Boart Longyear or Boart
Longyear Group or Company
or Group

Boart Longyear Businesses

Boart Longyear Offer
Information Lines

Boart Longyear Investments

Broker

Broker Firm Applicants
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means Australian dollars.

means the Australian Accounting Standards Board,
means Australian Business Number.

means LGH| as set out in Section 8.2.5.

means Australian Company Number.

means North West Driling, Prosonic, Grimwood Davies, KWL, Connors
and Diamond Drifling.

means Advent International Corporation.

means Australian equivalents of International Financial Reporting
Standards.

means Anglo American plc.

means a person who submits a valid Application Form pursuant to
this Prospectus.

means an application to subscribe for Shares under this Prospectus.
means an application form attached to or accompanying this Prospectus.

means the amoun! accompanying an Application Form submitted by an
Applicant.

means the Australian Securities and frvestments Commission.

mean$ ASX Setilement and Transfer Corporation Pty Limited
(ABN 49 008 504 532).

means the ASTC Seltlement Rules issued by ASTC.
means ASX Limited (ABN 98 008 624 691).

means Bain BL Holdings, L.P, an investment vehicle affiliated with
Bain Capital LLC.

means the board of Directors.

means Boart Longyear Limited (ACN 123 053 728) and its subsidiaries

or its predecessors, being the Boarl Longyear division of Anglo American
plc from 1 January 2005 to 29 July 2005, LGHI from 30 July 2005 to

9 Qctober 2006 and RSHI fram 10 October 2006 until 11 Aprit 2007

and their subsidiaries.

means the husinesses described in Section 5.1.

means the telephone line to enquire about the Offer, being 1800 781 633
or +61 2 8280 7488.

means Boart Longyear Invesiments Pty Ltd (ACN 124 070 373), a wholly
owned subsidiary of the Company.

means Participating Organisaticn, and includes each Syndicate Member.

means persons offered a firm allocation of Shares by their Broker,
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Brokér Firm Qffer

cs
CEO
CFO
CHESS

- Closing Date

Co-Lead Managers

Company
Connors

Consolidated
Income Statement

Consortium

Constitution
co0

Corporations Act

Deloitte Touche Tohmatsu

Directors

Directors’ Forecast

Directors’ Pro Forma Forecast

Directors’ Statutory Forecast

DrillCorp
DRP
EBIT
EBITA
EBITDA
EHS

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 Canadian dollars
means Chief Executive Officer.
means Chief Financial Officer,

means the Clearing House Electronic Sub-register System, operated
by ASTC,

means tha date on which the Offer closes, being 28 March 2007 in
respect of the Retail Offer or 3 Aprit 2007 in respect of tha Institutional
Offer. Thess dates may be varied {g.g. brought farward) without prior
notice by the Company and the Global Coordinator, in consultation with
the Joint Lead Managers.

means collectively ABN AMRO Rothschild, Credit Suisse (Austratia)
Limited and JP Morgan Australia Limited.

means Boart Longysar.
means Connors SA and Connors Argantina SA.

means the income statement of the Group.

means the consortium of institutional equity investors which contributed
equity to the vehicles that acquired an interest in Longyear Global
Holdings Inc.

means the constitution of the Company.

means Chief Operating Officer.

means the Carporations Act 2001 {Cth).

means Delfoitte Touche Tohmatsu (ABN 74 490 121 060),
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
lorma forecast capital expenditure for FY2007, as set oul in Section 9.

means the slatuiory forecast consolidated income statement for FY2007,
as set out in Section 9.

means Orillcorp Lid.

means the dividend reinvestment plan as described in Section 12,8,
means earnings before interest and Group tax.

means earnings befora interest, Group tax and amortisation.

means earnings belore interest, Group lax, depreciation and amortisation.

means Environment, Health and Safety.
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Energy Industry

Environmental & Infrastructure
Industry

ESOP
Exchangable Notes

Exposure Period

Final Price

Forecast or Estimate

Forecast Financial Information

Forecast Period
FY

General Offer

General Offer Applicant
Global Coordinator, MECM
or Macquarie Equity Capital
Markets

Grimwood Davies

GST

HIN

Historical Financial Information

Historical Periods

Indicative Price Range

tnstitutional Investor

Institutional Otfer

160

means exploration drilling for the energy industry including the oil sand,
oil shale, gas, coal exploration and coal bed methans segments and
pre-collaring or casing of gas walls.

means exploration drilling for the ervironmental, water, construction and
geolechnical industries.

means Executive Share Option Plan.

means exchangable notes to be issued by Boart Longyear Investments to
the Vendors.

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 and Applicants will pay for
Sharas under the Offer, as described in Section 3.8.3.

means Management's best estimate.

means the statutory or pro forma forecast financial information for the
Forecast Period set out in Section 9.

means the 12 months ending 31 December 2007.

means tha financial year ended or ending 31 December (as the contaxt
reguires).

maeans the offer 1o Australian and New Zealand resident Retail Investors
who are not Broker Firm Applicants or Priority Offer Applicants.

means an Applicant in the General Offer,
means Macquarie Equity Capital Markets Lirmited (ACN 001 374 572).

means Grimwood Davies Ply Ltd.
means goods and services tax.
means Holder ldentification Number.

means the historical financial information for the Historical Periods as set
out in Section 8.

means FY2005 and FY2006.

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 whorn offers or inwitations in respect of
Shares can be made without the need for a lodged prospectus under
section 708 of the Corporations Act.

means the invitation 1o Institutional rvestors in Australia and a number
of overseas jurisdictions and is made pursuant to this Prospectus and,
where applicable, the International Offering Circular, as dascribed in
Section 3.6.
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International Otfering Circular

Joint Lead Managers

Juniors

KWL

LGHI

Listing

Listing Rules
Macquarie Bank

Macquarie European
Investments

Majors
Management

Management Investors

Minerals Drilling Industry

New Zealand Investment
Statement

Non Executive Director
North America

North West Drilling
NPAT

Offer

Offer Management Agreement

Offer Period

Partlcipating Organisation
Priority Offer Applicants
Priority Offer

Prosonic

Prospectus

means the international offering circular under which the Institutional Offer
will be mads in ceriain overseas jurisdictions.

means MECM, Goldman Sachs JBWera Pty Ltd and UBS AG, Australia
Branch.

means as per the description in Section 4.2.1.4.
means the business and assets of KWL Orillrig Engineering Pty Lid.
means Longyear Global Holdings, Inc.

‘means the Company being included on the official list of ASX.

means the listing rules of ASX,
means Macquari¢ Bank Limited {ACN 008 583 542).

means Macquarie European Irvestments Pty Limited

nas the meaning given in Section 4.2.1.4.
means the Senior Management Team.

means those members of the Senior Management Team who currently
have an equity interest in the Company and will continue (o own shares in
the Company following the Offer,

means exploration drilling conducted during the exploration, development,
production or ming closure stage of mining operations,

means the investiment statement prepared in connection with the Offer
which complies with the Securities Act 1978 (NZ} and the Securities
Regulation 1983 (NZ).

means a non-executive Diractar of the Company.
means the United States and Canada.

means North West Driling Pty Lid.

means net profit after Group tax.

means the Retail Offer and the Institutional Offer.

means the offer management agreement between the Company and the
Joint Lead Managers, as described in Section 12.5.1.

means the period during which the Retall Offer is open for receipt of
Applications, being Monday, 12 March 2007 to Wednesday, 28 March
2007 unless varied,

means a participating organisation of the ASX.
means an Applicant under the Priority Offer.

means the invitation under this Prospecius to Australian and New Zeatand
resident Retail Investors by Boart Longyear, as described in Section 3.7.2.

means Prosonic Corporation,

means this prospecius, being a prospectus for the purpose of Chapler
6D ol the Corporations Act.

18




13 GLOSSARY

Page 167 of 201 Docld: 021680701 ACN :123 052 728

QB

Redeemable Notes

Registry
Regulation D
Regulation S
Retail Investor
Retait Offer
RSHI

Rule 144A

Section

Senior Management Team

Settlement

Share
Shareholder
Subsidiary

SRN

Syndicate Members

TFN

UK GAAP

United States or US
uss

US Persons

US Securities Act

Vendors

162

means a qualified institutional buyer as defined in Rule 144A of the US
Securities Act.

means redeemable notes issued by Boart Longyear tavestments 10
the Vendor.

means Link Market Services Limited (ABN 54 083 214 537).
msans 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, Prigrity Offer and the General Offer.
means Resources Services Holdco, Inc.

means Rule 144A promulgated under the US Securities Act.
means a saction of this Prospectus.

means the CEQ, COO, CFO and the senior management team
of Boart Longyear.

means the date on which the Shares issued under the Offer are allocated
to successful Applicants.

means a fully paid ordinary share in the Company.
means a registered holder of a Share,

has the meaning given in the Corporations Act, including wholly owned
and joint venturg subsidiaries.

means Sacurityholder Reference Number,

.means the Global Coordinator, the Joint Lead Managers and the

Co-Lead Managers.

means Tax Fils Number.

means generally accepted accounting principles in the United Kingdom.
means United States of America.

means United States dollars.

has the meaning given by Regulation 5.

means the United States Securities Act of 1833, as amended.

means the Consortium, Advent International, Bain Capital, Management
Investors and David McLemore.
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This Appendix is dated 1 March 2007 and has been prepared by Boart Lonayear Limitect {ACN 122 052 728) (~Campany” or "Boan Longyaar”).
This Appencia should bie read in conjunction with the prospecius issued by the Company dated 1 March 2007 and lodged by the Company on that date
("Prospectus”). The infarmation in this Appendix is subject to the information disclosed in the Prospectus.,

Words and expressions delined in the Praspecius have the same meaning when used in this Appendix.

This Appendin is incorporated by reference into the Prospectus pursuant 1o section 712 of the Corparations Act {and has been lodged witn ASIC in
accordance with section 712[4} of the Coroorations Act),
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A, PRO FORMA HISTORICAL CONSOLIDATED STATEMENT OF REVENUE, EBITDA AND EBIT
Table A.1 Pro forma historical consclidated statement of revenue, EBITDA and EBIT

Pro forma Pro forma Pro forma Pro forma
FY2005 FY2008 FY2005 F Y2006
Us$m ussm ASm ASm
Pro forma revenue from
operating activities 10226 1,252.8 1,342.0 1,664.9
Cost of sales [672 0} (768 6) (881 9) (1 021, 4)
Pro forma gross profit 3506 4842 4601 6435
Cther expenses hSO T) . {206 4) {197 B) (2?4 3)
5o formaEBiTDA 199 s 369 2
Deprec:allon (40 4) (45 9) {53.0) (61 0)
Pro forma EBITA 1595 T oare 209.3 308.2
Amortisation (0 7) (0 9) ©. 9] (1.2}
Pro forma EBIT T ses T 230 208.4 307.0
Notes:
1. US dollar pro forma historical financial information has been translated into As at the average exchange rata for the financial year being
USS80.762:A%1.00 for FY2005 and US$0.7525:4%1.00 for FY2006. .
. 2. The attached notes form pant of this pro lorma Historical Financial Information.

3. In presenting pro forma EBITDA, pro torma EBITA and pro forma EBIT, interest is defined a3 nel finance costs as described in Nota D.1.21
of this Appendix,

4. Depreciation on the falr value uplift o tangitla assets asising pursuant to the purchase prce alocation exercise for the Acquired
Businesses has only been appiied effective irom the date of acquisition or 31 December 2006 tor acquisitions subeaquent 1o yeal end.
The Directors co nat believe that a reasonable basis exists tor RCOGRSING a IO fomma adjusiment rom | January 2005 and the financie
Iimpact is not matertal to understanding the Historical Financial Information.

5. Amortisation charges primarily refate to patents, as the purchase price alocation exarcise completed in retation 10 the Acquired
Businesses has only been applied efiective from the date of the acquisition or 31 Becember 2006 for acquisitions subsequent
1 year end, Tha Direclors do not baliave thal a reascnabl basis exisis ke recognlsmg a pro forma adjustment from 1 Jarwary

2005 kor amartisation of contractual customer redationships and tha financial Wnpact ks not material to understanding the Historical
Financial Information.

6. For tha purposes o presentation of financial information in the Prospectus and this Appendix, cost of sales has been presented
exchsive of all deprociation and amortisation, including depreclation and amorlisation absorbed Into the cost o invenlories presented
in tha pro torma balance sheet. In its statutory financial report for the year ending 31 Decernber 2007, the Company intends to present
cost of sales and other functional expenses inclusive of depreciation and amenisation appicable 10 both the Drikng Services and
Products businesses.

7. Tha Historical Financial Information has been presentad to the pro forma EBIT level only as the business historically operated under
a difierent corporate structure with different gearing and tax profilgs.
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B. PRO FORMA CONSOLIDATED BALANCE SHEET AS AT 31 DECEMBER 2008
Table B.1 Pro forma consolidated balance sheet as at 31 December 2006

Note Ussm ASm

Current assets

Cash and cash equivalents D2 15.4 19.6
Trade and other receivables D.3 2337 297.0
Other financial assets D4 22 28
lnventories D.5 139.7 177.5
Prepajd expenses and olher curran! assets D6 23.4 29.7
e » creeeeet s e sa st st nean s

Non-current assets

Property, plant and equipment
Deferred tax asssis

Other financial assets

Goodwill and other intangible assets

D7

Da
D8

330.5
46.6
5.0
2820

1.5

Other assels

L TR
‘. Fo s e oY V1632

i P N

Trade and other payables D9 2408 306.0
Current tax payable 230 20.2
Loans and borrowings D10 5.1 6.6
Provisions D12 2B.8 36.6
Cther iabilities 0.7 09
ol Iiabllltnes . e o e
L . e -
Trade and other payables Do 07 09
Loans and bomowings 0.10 668.8 8499
Other financial liabilities [BAR 23 29
Deferred tax liabilitias 37 47
Provisions 0a2 378 48.0
Total non currenl llabllltles Crmmmmmm—— h ':113.3 906.4
TS 1,0" T .,.“.1 2857 -
o asseisl(llabillt'i';s")m" e s ok s e st .................(73.5) (93 5)

Equity

Issued capital Das 4523 5748
Resarves D15 73 8.3
Other equity amounts ’ D15 (261.3) (332.1)
Retained earmngs/(accumulated Iosses) (271.8) (345 S}

Tl oo R

Nata:
. 1. LIS doltar pro forma consatidated batance shae! information as ai 31 December 2008 has been tanslated inlo AS at the exchange rate
prevailing at that data of LUSS$0.787:A%51,00,
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C. PRO FORMA HISTORICAL CONSOLIDATED SUMMARY CASH FLOW BEFORE FINANCING
AND TAX

Table C.1 Pro forma historical consolictated summary cash flow before financing and tax

Pro orma Fro {orma Pro forma Pro farma
FY2005 FY2D06 Fy2005 FY2006
USSm USSm ASm ASm
Pro forma EBIT 158.8 231.0 2084 307.0
Deprematlon and amortlsatlon 41 46.8 539 62.2
Pro forma EBITDA 199.9 277.8 262.3 369.2
Pro forma non-cash and other items
and working capital movernents (72.6) {21.2) [95.3) {28.2
Pro forma cash flows available
from operations 127.3 256.6 167.0 g
Pro forma capital expenditure — growth {38.4} (60.6) (50.4) {80.5}
Pro forma capllal expendlture mamtenance (11.4} (31.9) (15.0) 41.3)
P e et sest e R AR AR RR e 8 184204 B e LSk et
financing and tax 77.5 164.9 1016 219.2

Notes:
.. 1. Refer to the notes 10 Tabla A1 for dletails of exchange rates appiied,

2. Pro fonma capital expenditure in the abova table exchudles US$5.2 milion and US$9.2 milion of plant and equipment acauired by means
of finance leasas in FY2005 and FY20086, respectively,

3. Pro forma capital expenditure in the table above has been prepared on an accngal basis.



Page 175 of 201 Docld: 021680701 ACN :123 052 728

APPENDIX

D. NOTES TO THE PRO FORMA
HISTORICAL FINANCIAL INFORMATION

DA Summary of significant
accounting policies

D.1.1  Basis of preparation

The accompanying Historical Financial Information
of the Boart Longyear Group presents the resulis of
the Boart Longyear Businesses and the Acquired
Businesses on a pro forma basis. The pro forma
historical financial information is presented in
abbreviated forrn and does not contain all of

the disclosures that are necessary in an annual
financial report prepared in accordance with the
Corporations Act.

Prior to the business combination with ASHI on or
about 11 April 2007, the Boart Longyear Businesses
and the Acquired Businesses will have operated
under a different corporate structure with different
gearing and tax profiles to those proposed for the
Boart Longyear Group after completion of the Ofter,

As a consequence, tha Directors believe the historical
net finance costs and income tax expensa incurred
by these businesses are not representative of what
the net finance costs and income tax expense would
have been, had the Boar Longyear Group operated
under the new structure which will be in place after
completion of the Offar. Therefore historical net
finance costs and income tax expensa have not
been presented in the pro forma historical financial
information of the Boart Longyear Group included in
the Prospectus and this Appendix.

Historically, the Boart Longyear Group has prepared
historical financial information in accordance

with UK GAAR The pro forma historical financial
information is presented on an AIFRS basis and
reflects the current assessment of the standards
issued by the AASB as at the date of the Prospecius.
AIFRS and related imerpretations may change
between the issue date of the Prospectus and

the date of the Company's first financial report
presented under AIFRS. The regulatory bodies that
promulgate AIFRS have ongoing projects that could
affect the application and interpretation of AIFRS
and the impact of these changes on the Boart
Longyear Group’s AIFRS results may vary materially.
Accordingly, there can be no assurance provided
that the pro forma historical financial information as
disclosed in the Prospectus would not he materially
different if future changes or interpretations arise
under AIFRS.

The pro forma histerical financial information has
been prepared on 1he historical cost basis except
that the derivative financial instruments are stated at
their fair value,

The pro forma historical financial information is
unaudiled although the historical financial statements
of the Boart Longyear Group which form the basis
for the pro forma historical financial information are
themselves audited. A detailed reconcifiation from the
historical financial statements of the Boart Longyear
Group to the pro forma historical financial information
is included in Note E of this Appendix (including the
use of certain unaudited financial information of the
Acquired Businesses as described in that Note),

The preparation of a financial report in conformity
with AIFRS requires managemsnt to make
judgements, estimates and assumptions that
affect the application of accounting policies and
reported amounts of assets and liabilities, income
and expenses. The estimates and associated
assumptions are based on historical experience
and various other factors that are belleved to be
reasonable under the clrcumstances, the results
of which form the basis of making the judgements
about carrying values of assets and liabilities that
are not readily apparent from other sources. Actual
results may differ from these estimates.

The estimates and underlying assumptions are
reviewed on an ongeing basis. Revisions to
accounting estimates are recognised in the period
in which the estimate is revised if the revision affecls
anly that period, or in the period of the revision and
{uture periods if the revision affects both current and
future periods.

Accounting policies are selected and applied in a
manner which ensures that the resuiting financial
information satisfies the concepls of relevance and
refiabifity, thereby ensuring that the substance of the
underlying transactions or other evenis is reported.
These accounting policies have been consistently
applied by each entity in the Group.

The transition to AIFRS is accounted for in
accordance with AASB 1 'First-ime Adoption of
Awustralian Equivalents to Internalional Financial
Reporting Standards’, with 1 January 2006 as the
date of transition. From the date of transition to
AIFRS, the historical financial information for the
Boart Longyear Group (including historical financial
informaticn for the Acquired Businesses) has been
presented in accordance with AIFRS (this is sel

out in further detail in Note E of this Appendix).
This has involved a restatement which was made
after considering the etffect of the mandatory
exceptions and optional exemptions in AASE 1 that
the Company expecls to apply in preparing its first
financial statements under AIFRS. In order to assist
with the comparison baetween the pro forma historical
financial information for FY2005 and FY20086, the
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pro forma historical financial information for FY2005
has also been presented in accondance with AIFRS.

The accounting policies set out below have been
consistently applied by the Boart Longyear Group
in preparing the pro forma historical financiat
information for FY2006 and the comparative
information presented for FY2005.

0.1.2 Basis of consolidation

D.1.2.1 Reverse acquisition accounting

On or about 11 April 2007, Boart Longyear Limited,
a company that will be the ASX listed legal parent
entity of the Boart Longyear Group, will effect

a business combination by its subsidiary Boart
Longyear Investments acquiring ASHI, the current
legal parent entity of the Boart Longyear Group.

In applying the requirements of AASB 3 'Business
Combinations' to this transaction:

- Boart Longyear Limited as the legal parent
entity of the Boart Longyear Group following
settlernent will present parant entity and
consolidated financiat information for the
Boart Longyear Group in its future published
financial reports; and

- LGHE, which is neither the legal parent
nor legal acquirer, will be the Accounting
Acquirer of the Boart Longyear Group.

AASH 3 states that 'when a new entity is formed
1o issue equity instruments to effect a business
combination, one of the combining entities that
existed belore the combination shall be identifred
as tho acquirer on the basis of the svidence
available’. This is commonly referred to as ‘reverse
acquisition accounting'. This differs from the method
of acquisition accounting under previous Austrakian
GAAP, by which the legal entity that acquires

the other combining sntities would be identified

as the acquirer.

The acquisition of RSHI will be effected by

Boart Longyear Investiments issuing Redeemable
Notes and Exchangable Notes to the existing
shargholders of RSHI. The Redeemable Notes will

be redeemed for cash and the Exchangable Notes
will be exchanged for Shares in the Company.
Accordingly, the Dirgctors are of the opinion that, in
accerdance with the requirements of AASB 3, neither
Boart Longyear fnvestments nor the Company would
be identified as the acquirer for accounting purposes.

Note:

in the opinion of the Directors, the acquirer for
accounting purposes is the current accounting
parent entity of the Boart Longyear Group, LGHI,
rather than RSHI which is the current lsgal parent
entity. LGH! is the cument accounting parent

entity and RSHI is the cumrent legal parent entity

of the Boart Longyear Group as aresult of a
restructuring transaction of the Boart Longyear
Group undertaken on 9 October 2006.' Accordingly,
in its financial statements for FY2007 and future
periods, the Boart Longyear Group will present
both LGHI (Accounting Acquirer) consolidated
financial information and Company (legat parent)
financial information. The controlled entities of LGHI
{Accounting Acquirer) are deemed to be all other
combining entities of the Boart Longyear Group,
including RSHi and the Company.

Tha major implications of the application of reverse
acquisition accounting are that:

consolidated financial statements shall be
issued under the name of the Company, but
described in the notes as a conlinuation of
the financial statements of LGHI {Accounting
Acquirer) and accordingly;

- the assets and liabilities shall be
recognised and measured in those
consolidated financial statements at the
carrying amounts of LGHI {Accounting
Acquirer) immediately before Settlement,
rather lhan at fair values;

- the retained eamings and other
equily balances recognised in those
consolidated financial statements shall
be the retained earnings and other equity
balances of LGHI {Accounting Acquirer}
immediately before Setilement;

~ the amount recognised as issued equity
instruments in those consclidated financial
statements shall ba determined by adding
the notional cost of the combination to the
issued equily of LGHI immediately belore
Settlement; and

- comparative information presented in
those consalidated financial statements
shall be that of LGHI (Accounting
Acquirer); and

1. LGHI acquired the Boart Longyear Businessaes from Anglo American sffectiva 29 July 2005, On 6 Octobor 2006, LGHI undertook a
merger in accordance with tha laws of Delaware, United States with Resowces Services Hoklings USA, Inc. (*RSH USA™, a Delaware
corporation, following which LGHI continued as the sunviving covparation, Subsequently on § Oclober 2006, alf sharchalders in LGHI
exchanged their equity interesis in LGHI for equivalent ecuity interasts in RSHI. For accounting purposes, neither the acquisition of LGHI
by RSHE nor the merger between LGHI and RSH USA ara considerad to bo transactions of substance and acordingly, the consolidated
fnancial statements of RSHI arg presented as a continuation of the consalidated financial statements of LGHI.
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- the retained earnings of LGHI {Accounting
Acquirer) as at Settlement are not available
for the payment of dividends to the
shareholders of the Company.

D.1.2.2 Subsidlarles

Subsidiaries are entities contralled by the Group.
Control exists when the Group has the power to
govern the financial and operating policies of an
entity so as to obtain benefits from its activities.

In assessing control, potential voting rights that
presently are exercisable are taken into account.
The financial statements of subsidiaries are included
in the pro forma historical financial information from
1 January 20085.

D.1.2.3 Transactions eliminated on consolidation
intra-group balances, and any unrealised income
and expenses arising from intra-group transactions,
are eliminated in preparing the consolidated financial
statements. Unrealised losses are eliminated in the
sams way as unrealised gains, but only to the extent
that there is no evidence of impairment.

D.1.3 Presentation and functional currency
The results of the major operating businesses

are recorded in their functional currencies, which
are generally thair local currencies. US doflar
denominated revenue represented approximataly
37% of the Boan Longysar Group's total pro
forma revenue in FY2008, with the remainder
denominated in the currencies of other operational
markets, including Canada {approximately 22%),
Australia (approximately 19%), Europe {gpproximately
10%), South Atrica (approximalely 9%) and others
(approximately 3%).

Consequently, under AIFRS, the Directors believe
that US dollar reporting represents the best indicator
of the results of the Boart Longyear Group. Future
financial reporting by Boart Longyear will therefora be
presented in US dollars.

However, for the convenience of prospective
investors, Australian dollar information has also been
included in the Prospectus. US dollar pro forma
historical financial information has been transtated
into Australian dollars at the following exchangs rates:

- US dollar pro forma historical statement of
revenus, EBITDA and EBIT information has
been translated imo Australian dollars at
the average exchange rate for the financial
year presented, being US$0.762:A$1.00 for
FY2005 and US$0.753:A%1.00 for FY2006;
and

- US dollar pro forma batance sheet

information as al 31 December 2006 has
been translated into Australian dollars at
the exchange rate prevailing at that date
of US$0.787:A%1.00.

D.1.4 Interest bearing loans and borrowings
Allloans and barrowings are initially recognised

at the fair value of the consideration received less
directly attributable transaction costs.

After initial recognition, interest bearing loans and
bormowings are subsequently measured al amortised
cost using the effective interest method. Fees paid
on the establishment of loan facilities thal are yleld
related are included as part of the carrying amount
of the feans and borrowings.

Borrowings are classified as curment liabilities unless
the Boart Longyear Group has an unconditional
right to defer settlement of the liability for at least

12 months after the balance sheet date.

D.1.5 Cash and cash egulvalents

Cash and cash equivalents in the balance sheet
comprise cash at bank and on hand, demand
deposits and short term deposits with an original
maturity of three months or less that are readily
convertible 1o known amounts of cash and which are
subject to an insignificant risk of changes in value.

Bank overdraits ara shown within lpans and
borrowings in current liabdiities in the balance sheet.

For the purpeses of the cash flow statement, cash
and cash equivalents consist of cash and cash
equivalents as defined above, nel of outstanding
bank overdraits.

D.1.6 Derivative financial instruments

The Boart Longyear Group enters into a variety

of derivative financial instruments to manage its
exposure 10 interest rale and foreign exchange rate
risk, including foreign exchange forward contracts
and interesl rate swaps.

Derivatives ara initially recognised at fair value at the
date a derivalive contract is entered into and are
subsequently 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 effactive 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 Boart Longyear Group designates
cerlain derivatives as either hedges of the fair value of
recognised assets or liabilities or firm commitments
{air value hedges), hedges of highly probable lorecast
transactions or hedges of foreign exchange risk on
firm commitments (cash flow hedges).
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The fair valua of hedging derivatives is classified

as a non-current asset or a non-current liability if
the remaining maturity of the hedge relationship is
more than 12 months and as a curment asset or a
current liability if the remaining maturity of the hedge
relationship is less than 12 months.

Derivatives not designated into an effective hedge
refationship are classified as a current asset ora
current llability.

D16,y Embedded derivatives

Derivatives embedded in other financial instruments
or other host contracts are treated as separale
derivatives when their risks and characteristics are
not closely refated to those of the host contracts and
the host contracts are not measured at fair value with
changes in fair value recognised in profit or loss.

D.1.6.2 Hedge accounting

The Boart Longyear Group designates certain
hedglng instruments, which include derivatives,
embeddead derivatives and non-derivatives in
respect of foreign currency risk, as either fair value
hedges or cash flow hedges.

Hedges of foreign exchange risk on firm
commitments are accounted for as cash flow hedges.

At the inception of the hedge relationship, the
entity documents the relationship between the
hedging instrument and hedged item, along with
its risk management objectives and its strategy

for undertaking various hedge transactions.
Furthermore, at the inception of the hedge and

on an ongoing basis, the Boart Longyear Group
documents whether the hedging instrument that is
used in a hedging relationship is highly eflective in
offsetting changes in fair values or cash flows of the
hedged item.

D.1.6.3 Fair value hedge

Changes in the fair value of derivatives that are
designated and quality as fair value hedges are
recorded in profit or loss immediately, together with
any changes in the fair value of the hedged item that
is attributable to the hedged risk.

Hedge accounting is discontinued when the Boart
Longyear Group revokes the hedging relationship, or
the hedging instrument expires or is sold, terminated,
or exercised, or no longer qualifies for hedge
accounting. The adjustment to the carrying amount
of the hedged item arising from the hedged risk is
amortised 1o profit or loss from that date.

D.1.6.4 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 aquity. The gain or

loss relating fo the ineffective portion is recognised
immediately in profit or loss as part of other expenses
or other income,

Amounts deferred in equity are recycled in profit

or loss in the periods when the hedged item is
recognised in profit or loss. However, when the
lorecast 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 cosl of the asset or liability.

Hedge accounting is discontinued when the Boart
Longyear Group revokes the hedging relationship,
or the hedging instrument expires or is sold,
terminated, or exercised, or no longer qualifies for
hedge accounting. Any cumulative gain or loss
deferred in equily at that time remains in equity
and is recognised when the forecast transaction
is uitimately recognised in profit or loss. When a
forecast transaction is no longer expecied to occur,
the cumulative gain or loss that was deferred in
equity is recognised immediatsly in profit or loss.

DA.7 Employee benefits
D.1.71 Wages, salaries, annual leave, sick leave
and non-monetary benefits
Liabilities for employee henefits for wages, salaries,
annual leave and sick leave represent present
obfgations resulting from emplayees’ services
provided to reporting date and are calculated at
undiscounted amounts based on remuneration
wage and salary rates that the Boart Longyear
Group expects to pay as at reporting date including
related on-costs, such as workers compensation
insurance and payroll tax. Non-accumulating non-
monetary benefits, such as medical care, housing,
cars and free or subsidised goods and services,
are expensed based on the nel marginal cost to the
Boart Longyear Group as the benefits are taken by
the employees.

A provision is recognised for the amount

expected to be paid under short term cash bonus
or profit-sharing plans if the Boart Longyear Group
has a presenl legal or constructive obligation

1o pay this amount as a result of past service
provided by the employee and the obligation can
be estimated reliably.

D1.7.2 Defined contribution superannuation/
pension plans

Obligations for contributions to defined contributian

superannuation plans are recognised as an expense

in the income statement as incurred.
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D.1.7.3 Defined benefit superannuation/

pension plans
The Buoart Longyear Group's net obligation in respect
of defined benefil plans is calculated separatety for
each plan by estimating the amount of future benefit
that employees have earned in retumn for their service
in the current and prior periods. That benefil is
discounted to delermine its present value, and the
fair value of any fund assets is deducted.

The discount rate is the yield af the balance shest
date on high quality corporate bonds that have
maturity dates approximating to the terms of the Boart
Longyear Group’'s defined benefit obligations. Where
therg is no deep marke! in such bonds, the market
yields (at the reporting date) on government bands
are used. The calculation is performed by a qualified
actuary using the projected unit credit method.

Actuarial gains and losses arising from experience
adjustments and related changes in actuarial
assumptions are charged or credited to retained
garnings.

When the benefits of a ptan arg improved, the pertion
of the increased benefit relating to past service by
employees is recognised as an expense in the profil
or loss on a straight-line basis over the average
period until the benefits become vested. To the
extent that the benefits vest immediately, the expense
is recognised immediately in profit or loss.

Where the calculation resulis in a benefit to the

Boart Longyear Group, the recognised asset is limiled
1o the net total of any unrecognised past service costs
and tha presant value of any {uture refunds from the
plan or reductions in future contributions to the plan,
Past service cost is tha increase in the present value
of the defined benefit obligation for employee services
in prior periods, resulting in the current period from
tha introduction of, or changes to, post employment
benefits or olher long term employee benefits. Past
sarvice costs may either be positive (where bengfits
are introduced or improved) or negative (where
existing benefits are reduced).

D.A.7.4 Share based payment transactions
Equity-settled share based payments with employees
and others providing similar services are measured

al the fair value of the equity instrument at the

grant date. Fair value is measured by use of a
Btack-Scholes-Merton model. The Black-Scholas-
Merton model requires the input of highly subjective
assumptions.

The fair value determined at the grant date of lha
equity-seitled share based payments is expensed on
a straight-line basis over the vesting period, based on
the Boart Longyear Group's estimate of shares that
will eventually vest.

The above policy is applied to all equity-settlad
share based payments that were granted after

7 Novermnber 2002 that vest after 1 January 2008.
MNo amount has been recognised in the financial
statements in respect of the other equity-settled
shared based payments.

Equity-setited share based payment transactions
with other parties are measured at the iair value of
the goods and services received, except where the
fair value cannot be estimated reliably, in which case
they are measured at the fair value of the equity
instruments granted, measured at the date the
entity obtains the goods or the counterparty renders
the senvice.

For cash-settled share based payments, a liabiity
equal to the portion of the goods or services received
is recognised at the curent fair value determined at
each reporting date,

0.1.7.5 Eam-out and bonus agreements

In centain circumstances, previous owners of
acquired businesses become emplayees of the Boart
Longyear Group. A business combination agreemen
may include earn-oul or bonus clauses which provide
for an adjustment to the cost of the combination
contingent upon future events. il contingent
consideration s, in substance, compensation for
services or profit sharing (e.g. clauses requiring

that the individual remains employed by the Boart
Longyear Group), those payments are recognised

as an expense over the period of services provided.

If the substance of the consideration is payment for
the business acquired, the amount is ireated as an
adjusiment to the cost of the business combination.

D.1.8 Foreign currency

D.1.8.1 Foreign currency transactions
Transactions in foreign currencies are transtated

to the respective functional currencies of Boart
Longyear Group entities al exchange rates at the
dates of the transactions. Monelary assets and
liabilities denominated in foreign currencies at the
reporting date are retranslated to the functional
currency at the forgign exchangs rale at that date.
The loreign currency gain or loss on monetary

itemns is the difference between amortised cost

in the tunclional currency at the beginning of the
period, adjusted for etfective interest and payments
during the periad, and the amortised cost in forgign
currency transtated at the exchange rate at the end
of the period. Non-monetary asseis and liabililies
denominated in foreign currencies that are measured
al fair value are retranslated to the functional currency
at the exchange rate at the date that the fair value
was determined. Foreign currency differences arising
on retranslation ara recognised in profit or loss.
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0..8.2 Foreign operations

The assets and liabilities of foreign cparations,
including goodwill and fair value adjustments arising
on acquisition, are translated to US dollars at
exchange rates at the reporting date. The incoms
and expenses of foreign operations, excluding
foreign operations in hyper inflationary economies,
are translated to US dollars at the average exchange
rates for the period, unless exchange rates fluctuated
significantly during that pericd, in which case the
exchange rates at the dates of the transactions

are used.

The income and expenses of foreign operations

in hyper inflationary economies are translated to
US doaltars at the exchange rate at the reporting
date. Prior to translating the financial statements of
foreign operations in hyper inflationary economies,
the financial statements for the current period are
restated to account for changes in the general
purchasing power of the local currency. The
restaternent is based on relevant price indices

al the reporting date.

Foreign currency differences are recognised directly
in equity. Since 1 January 2006, the Boart Longyear
Group's date of transition te AIFRS, such differences
have been recognised in the foreign currency
translation reserve (“FCTR"). Exchange differences
on monetary items receivable from or payable to

a foreign operation for which settlement is neither
planned nor likely to occur, which form part of the net
investment in a foreign operation, are also recognised
in the FCTR on consalidation. When: a foreign
operation is disposed of, in part or in full, the relevant
amaunt in the FCTR is transferred o profit or loss.

D19 Impairment

0.1.9.1 Non-financial assets

The camrying amounis of the Boart Longyear Group's
non-financial assets, other than inventories and
deterred 1ax assets, are reviewed at each reporting
date to determine whether there is any indication

of impairment, If any such indication exists, then

the asset's recoverable amount is estimated. For
goodwill and intangible assets that have indefinite
tives or that are not yet available for use, recoverable
amount is estimated at each reporting date.

An impairment loss is recognised if the carrying
amount of an assel or its cash generating unit
exceeds its recoverable amount. A cash-generating
unit is the smallest identifiable asset group that
generates cash flows that largely are independent
from other assels and groups. Impairment losses
are recogniised in profit or foss. Impairment losses
recognised in respect of cash-generaling units are
dllocated first to reduce the carrying amount of any

goodwill aflocated 10 the units and then to reduce the
carrying amount of the other assets in the unit (group
of units) on a pro rata basis.

The recoverable amount of an asset or
cash-generating unit is the greater of its valug in
use and its fair value less costs to sell. 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.

An impairment loss in respect of goodwill is not
reversad. In respect of other assets, impaiment
losses recognised in prior periods are assessed at
each reporting date for any indications that the loss
has decreased or no longer exists. An impairment
loss is reversed if there has been a change in the
eslimates used fo determine the recoverable amount.
An impairment loss is reversed only 10 the extent that
the asset’s carrying amount does not exceed the
carrying amount that would have been determined,
net of depreciation or amortisation, if no impairment
loss had been recognised.

0.1.9.2 Financial assets

A financial asset is considered to be impaired if
objective evidence indicates that one or more events
have had a negalive effect on the estimated future
cash fiows of thal asset.

Animpairment foss in respect of a financial asset
measured at amortised cost is calculated as the
difference between its carrying amount, and the
present value of the estimated future cash flows
discounted at the original effective interest rate. An
impairmsn! loss in respect of an available-for-sale
financial assel is calculated by reference to its current
fair vatue.

Individually significant financial assets are tested for
impairment on an individual basis. The remaining
financial assets are assessed collectively in groups
that share similar credit risk characteristics.

All impairment losses are recognised in profit or loss.
Any cumulative loss in respect of an available-for-
sale financial asset recognised previously in equity is
transferred to profit or loss.

An impairment loss is reversed if the reversal can

be related objectively to an event occurring after the
Impairment loss was recognised. For financial assels
measured at amortised cost and available-for-sale
financial assels that are deb!l securities, the reversal
is recognised in profit or loss. For available-for-salo
financial assets that are equily securities, the reversal
is recognised directly in equity.
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D.1.10 Income tax

Income tax expense comprises current and deferred
tax. Income tax expense is recognised in profit

or loss except to the extent that it relates to items
recagnised directly in equity, in which case it is
recognised in equity.

Current tax is the expected tax payable on the
taxable income for the year, using tax rates
enacted or substantively enacted at the reporting
date, and any adjustment to tax payable in respect
of pravious years.

Deferred tax is recognised using the balance sheet
method, providing for lemporary differences between
the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used
for taxation purposes. Deferred tax is not recognised
for the following temporary differences: the initial
recognition of goodwill, the initial recognition of
assets or liabilities in a transaction thatis nol a
business combination and that affects neither
accounting nor taxable profit, and differences relating
to investments in subsidiaries to the extent that it is
probable that they will not reverse in the foreseeable
future. Deferred tax is measured at the tax rales

hat are expecled lo be applied o the temporary
differences when they reverse, based on the laws
that have been enacted or substantively enacted by
the reporting date.

A deterred tax asset is recognised to the extent

that it is probable that future taxable profils will be
available against which the temporary difference can
be utilised. Deferrad lax assets are reviewed at each
reporting date and are reduced to the exten! that it
is no longer probabla that the related tax benefil will
be realised.

Additicnal income laxes that arise from the
distribution of dividends are recognised at the same
time as the liability to pay the related dividend is
recognised.

D111 Trade and other receivables

Trade receivables are recognised initially at {air value
and subsequently measured al amortised cost using
the gffective interest method, lass an allowance for
any uncollactible amounts.

Collectibitity of trade receivables is reviewed on an
ongoing basis. An allowance for doubtful debts is
raised when there is objective evidence that the
Group will not be able to collect the debt. The amount
of the loss is recognised in the income statement
within other expenses. When a trade receivable is
uncollectitle, it is written off against the allowance
account for doubtful debts. Subsequent recoveries

of amounts previously written off are credited against
olher expenses in lhe income statement.

10

D.1.12 Intangible assets

D1.121 Goodwill

Goodwill or negative goodwill arses on the
acquisition of subsidiaries, associates and
joint ventures.

Acquisiticns prior to 1 January 2006 - UK GAAP
As part of its transition to AIFRS, the Boart
Longyear Group has restated only those business
combinations that occurred on or after 1 January
2006. In respect of acquisitions prior to 1 January
20086, goodwill represents the amount recognised
under the Boart Longyear Group's previous
accounting framework, UK GAAP.

Acquisitions on or after 1 January 2006 - AIFRS
For acquisitions on or after 1 January 2008, goodwil
represents the excess of the cost of the acquisition
over the Boart Longyear Group's interest in the

net fair valus of the identifiable assels, liabilities

and contingent liabilities of the acquiree. When the
axcess is negative (negative goodwill}, it is recognised
immediately in profit or loss.

Subsequent measurement

Goodwili is measured at cost less accurmulated
impairment losses. In respect of equity accounted
investees, the carrying amount of goodwill is included
in the carrying amount of the investment.

0.1.12.2 Contractual customer relationships
Contractual customer relationships acquired ina
business combination are identified and recognised
separately from goodwill where they satisfy the
definition of an intangible asset and their fair values
can be maasured refiably.

D1.12.3 Trademarks and trade names

Trademarks and trade names acquired in a business
combination are identified and recognised separately
from goodwill where they satisfy the definition of

an intangible asset and their fair values can be
measured refiably.

Trademarks and trade names recognised by the
Boart Longyear Group are considered to have
indefinite useful ives and are not amortised.

Each period, the useful life of each of these assets
is reviewed to determine whether events and
circumstances continue to support an indefinite
useful life assessment for the asset. Such assets
are tested for impairment at teast annually or more
frequently if events or circumstances indicate that
the asset might be impaired.

D.1.12.4 Patents
Patents are measured at cost less accumulated
amortisation and accumulated impairment losses.




Page 182 of 201 Docld: 021680701 ACN :123 052 728

@

BOART LONGYEAR LIMITED APPENDIX

D.1.12.5 Research and development costs
Expenditure on research activities, undertaken with
the prospect of gaining new scientific or technical
knowledge and understanding, is recognised in profit
or loss whan incurred.,

Development activities involve a plan or design for
the preduction of new ar substantially improved
products and processes. Development expenditure
is capitalised only if development costs can

be measured refiably, the product or process

is technically and cornmercially feasible, future
economic benefits are probable, and the Boart
Longyear Group intends to and has sufficient
rasources to complete development and to use or sell
the asse!l. The expenditure capitalised includes the
cost of materials, direct labour and ovsrhead costs
that are directly attributable to preparing the asset for
its intended use. Other development expenditure is
recognised in profit or loss when incurred.

Capitalised development expenditure is measured al
cosl less accumulated amortisation and accumulated
impairment losses.

0.1.12.6 Other intangible assels

Other intangible assets that are acquired by the
Boart Longyear Group, which have finite usefut lives,
are measured al cost less accumulated amortisation
and accumulated impairment losses.

Expenditure on internally generated goodwill and
brands is recognised in profit or loss as an expense
as incurred.

D.1.12.7 Subseguent expendiiure

Subsequent expenditure is capitalised only when it
increases the futura aconomic benefits embodied
in the specific asset to which it relates, All other
expenditure, including expenditure on internally
generated goodwill and brands, is recognised in
profit or loss when incurred.

D1.12.8 Amortisation

Amortisation is recognised in profit or loss on a
straight-line basis over the estimated useful lives of
intangible assets, other than goodwill and indefinite
life inlangible assets, rom the date that they are
available for use. The estimated useful lives and
amortisation method are reviewed at the end of each
annual reporting period, with any changes being
recagnised as a change in accounting estimate.

Note:

The estimated useful ves used in the caleutation of
amortisation are as follows:

Coniractual customer relationships 10 years

Patents 10 years
D.1.13 Inventories?

Products

inventories are measured at the lower of cost and
net realisable value, The cost of inveniorias is based
on a standard cost method, which approximates
actual cost on a first-in first-out basis, and includes
expenditure incurred in acquiring the inventories and
bringing them to their existing location and condition,
In the case of manutactured inventaries and work

in progress, cost includes an appropriate share of
production overheads (including depreciation) based
on normal operating capacity. Net realisable value is
the estimated selling price in the ordinary course of
business, less the estimated costs of completion and
selling expenses.

Drilling Services

The Company maintains an inventory of core drilling
rods and casings for use in the rendering of core
driling services. Inventory is measured at the lower of
cost and net realisabte value. Core driting rods and
casings are initialty recognised in inventory at cost and
are expensed over 12 months. A regular and ongoing
review is undertaken to establish whether any items
are obsolete or damaged, and if so their carrying
amount is wrilten down toits net realisable value.

D.1.14 Trade and other payables

Trade payables and other payables are carried at
amortised cost. They represent unsecured liabiiities
lor goods and services provided to the Boart
Longyear Group prior to the end of the reporting
period that are unpaid and arise when the Boart
l.ongyear Group becomes cbliged to maka future
payments in respect of the purchase of these goods
and services.

2. For the purposes of presentation of financial information in the Prospectus and this Appendix, cost of sales has besn presented exclusive
of all depreciation and amortisation, including cepreciation and amortisation absorbed into the cost of inventories presenied in the
pro fosma balance sheet. In its statutory financial report for the year ending 31 Dacamber 2007, Boart Longyear Limited intends 10
presan cost of sales and other lunctional expenses inclusive of deprectation and amortisation appticable 10 both the Orilkng Services

and Products businesses,

1
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D115 Property, plant and equipment
D.1.15.1 Recognition and measurement

ltemns of property, plant and equipment are
measured at cost less accumulated depreciation
and impairment losses.

Cost includes expenditures that are directly
attributable to the acquisition of the asset, including
the cost of materials and direct labour, any other
costs directly attributable to bringing the asset to a
working condition for its intended use, and the ¢osts
of dismantling and removing the items and restoring
the site on which they are located. Purchased
software that is integral to the functionality of the
related equipment and so is capitalised as part of
that equiprnent.

When parts of an item of property, plant and
equipment have different usefu! lives, they are
accounted for as separate items (major components)
of property, plant and equipment.

D.1.15.2 Subsequent costs

The Group recognises in the carrying amount of

an item of property, plant and equipment the cost
of replacing part of such an item when that cost is
incurred if it is probable that the future economic
benefits embodied within the item wili flow lo the
Group and the cost of the item can be measured
refiably. All other costs are recognised in the income
stalement as an expense as incurred.

D.1.15.3 Depreciation

Depreciation is recognised in profit or loss on a
straight-line basis over the estimated useful fives
of each part of an item of property, ptant and
equipment. Leased assels are depreciated over
the shorter of the lease term and iheir useful lives.
Land is not depreciated.

The following useiul life estimates are used in the
calculation of depreciation:

Buildings 20-40 years
Plant and machinery 5-10 years
Drifling rigs 5-12 years

Other drifing equipment
Office equipment
Computer equipment:

1-5 years
5-10 years
Hardware - 3-S5 years

Software 1-5 years

12

Depreciation methods, useful lives and residual
values are reassessed at the end of each annual
reporting period. Estimates in respect of the useful
life and residual value of cartain items of ptant and
equipment and drill rigs were revised effective

6 October 2006 for annual financial reporting
purposes. The pro forma historical financial
information assumes that the revised estimated
useful lives were applicable from 1 January 2005.

D.1.16 Leased assets

Leases in terms of which the Boart Longyear Group
assumes substantially all the risks and rewards of
ownership are classified as finance leases. Upon
inittal recognition, the leased asset is measured al
an amount equal to the lower of its fair value and
the present value of the minimum lease payments.
Subsequent to initial recognition, the asset is
accounted for in accordance with the accounting
policy applicable (o that assel.

Other leases are operaling leases and are not
recognised on the Boart Longyear Group's
balance sheel.

D117 Provisions

A provision is recognised if, as a result of a past
avent, the Boart Longyear Group has a present

legal or constructive obfigation that can be

estimated reliably, and it is probable that an outflow
of economic benefits will be required to settle the
obligation. Provisions are determined by discounting
the expected future cash flows at a pre tax rate that
reflects current market assessments of the time value
of money and the risks specific to the liability.

D.1.17.1 Warranties

A provision for warranties is recognised when

the underlying products or services are sold. The
provision is based on historical warranty data and
a weighting of all possible outcomes against their
associated probabilities.

D.1.17.2 Restructuring

A provision for restrucluring is recognised when the
Boart Longyear Group has approved a detailed and
formal restructuring plan, and the restructuring either
has commenced or has been announced publicly.
Future operating costs are not provided for.

D.1.17.3 Onerous contracts

A provision for onerous contracis is recognised
when the expected benefits to be derived by the
Boart Longyear Group from a contract are lower
than the unavoidable cost of meeting its obligations
under the contract. The provision is measured at the
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present value of the lower of the expected cost of
terminating the contract and the expected net cost
of continuing with the contract. Before a provision is
established, the Boart Longyear Group recognises
any impairment ioss on the assets associated with
that contract.

D.1.18 Share capital

D.1.181 Ordinary shares

Incremental costs directly attributable to issue of
ordinary shares and share options are recognised as
a deduction from equity, net of any related income
tax benefit.

D.1.18.2 Dividends
Dividends are recognised as a liability in the period in
which they are declared.

D.1.18 Revenue

D.1.19.1 Goods sold

Reverwe from the sale of goods is meastred at the
fair value of the consideration received or receivable,
net of returns and allowances, trade discounts and
volume rebates. Revenue is recognised when the
significant risks and rewards of ownership have been
transterred to the buyer, recovery of the consideration
is probable, the associated costs and possible return
of goods can be estimated reliably, and there is no
cantinuing management involvernent with the goods.

Transfer of risks and rewards varies depending on
the individual terms of the contract of sale and with
local statute but is generally when title and insurance
risk has passed to the customer and the goods have
been delivered to a contractually agreed location.

D.1.19.2 Services

Revenue from services rendered is racognised

in profit or loss in proportion to the stage of
completion of the transaction at the reporting
date. The stage of completion of the transaction is
determined as follows:

- revenue from drilling services contracts is
recognised on the basis of actual metres
drilled for each contract; and

- revenug from time and material contracts is
recognised al the contractual rates as labour
hours are delivered and direct expenses ara
incurred.

D.1.20 Lease payments

Payments made under operating leases are
recognised in profit or loss on a straight-line basis
over the term of the lease. Lease incentives received
are recognised as an integral part of the total lease
expense, over the term of the lease.

Minimum lease payments made under finance
leases are apportioned between the finance expense
and the reduction of the outstanding liability. The
finance expense is allocated to each period during
the lease term so as to produce a constant pericdic
rate of interest on the remaining balance of tha
liability. Contingent lease payments are accounted
for by revising the minimum lease payments over

the remaining term of the lease when the lease
adjustment is confirned.

DA.21 Net finance costs
Net finance costs represent finance income Jess
finance expenses.

Finance income comprises interest income on
funds invested, dividend income, gains on hedging
instruments that are recognised in profit or loss,
and the expected return on defined benefit plan
assets. Interest income is recognised in the income
statement as it accrues, using the effective interest
method, Dividend income is recognised on tha date
that the Boart Longyear Group's right 10 receive
payment is established, which in the case of quoted
securitias is the ex-dividend date.

Finance expenses comprise interes! expense on
borrowings, unwinding of the discount on provisions,
losses on hedging instruments that are recognised
in profit or loss, unwinding of the discount on defined
benefit plan liabiities, and the finance expense
component of finance lease payments, All borrowing
costs are recognised in profit ar loss using the
affactive intarest method except when they are
directly atiributable to the acquisition, construction
or production of a qualifying asse! {an asset that
necessarily lakes a substantial period o prepare for
its intendled use or sale). When this is the case, they
are capitalised as part of the cost of that asset.

D.1.22 Segment reporting

A segment is a dislinguishable companent of the
Boart Longyear Group that is engaged either in
providing related products or services (business
segment), or in providing products or services within
a particular economic environment {geographical
segment), which is subject to risks and rewards

that are different from those of other segments. The
Boart Longyear Group's primary format for segment
reporting is based on business segments.

13
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D.2 Cash and cash equivalents

As a1 31 December 2006

Pro loma
consglidated
balance sheel
UssSm

Pro forma
consolidated
balence sheat
ASm

Current
Cash at bank and on hand

Short term deposits

Restricted cash'

123
03

28

15.6
04

3.6

RTY Y

1. The Boan Longyear Group had rostricted cash of US$2.8 million at 31 December 2006, The restricied cash reprasents amounts
supporting leiters of cradil, bank guaraniees, legal settiemants, leasas, credit cards, overdrait programs and govemnment required

1ax retentions.

D.3 Trade and other receivables

As a1 31 December 2006

Pro forma
consolidated
balance shaet
Ussm

Pro forma
consolidated
balance sheet
ASm

Current
Trade receivables
less: provision for doubtful debts

Other receivables

2269
4.2)

10

233,

288.3
63}

2830
14.0

e
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D.4 Other financial assets

Ags at 31 December 2008

Pro forma
consolidated
balanca sheat
UsSm

Pro {ormma
consolidated
balance sheet
ASm

Current
Loans to associates
Loans to customers

Loans to employees

02
1.9
04

Non-current
Interest rate swaps

Gold put options

1.9
20

D.5 Inventories

As al 31 December 2006

Pro forma
consalidated
balance shaet
US$m

Pro forma
consolidated
balance sheat
ASm

Raw materials
Work in progress

Finished goods®

21.3
15.5
102.9

271
19.7
130.7

775

Note:

1, Finished goods includes core drilling rods and casings.

D.6 Prepaid expenses and other current assets

As a1 31 December 2006

Pro forma
consoildated
batance sheet
USsm

Pro forma
consolidated
balance sheet
ASm

Prepayments

Other

1.6
1ns

147
15.0

15
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D.7  Property, ptant and equipment

Pro forma

consolidated

balance sheet

As at 31 December 2006 ustm

Pra forma
consolidated
balance shest
ASm

Land and buildings at cost 76
Accumulated deprematlon (1 7)

NElbOOkva!ue - 359

Plant and equipment at cost 3087
Accumulated deprecmhon {84.7)

Nel book vaJu

Assets under construction ' 0.2

Total net book value 260.1

47.8
2

392.2
(107.)

330.5

Note:
1. Plam and equipment inchudas both owned ptant and equipment and plam and equipment under finance lease.

D8  Goodwill and other intangible assets

Pro forma

consolidated

balance shest

As at 31 Dacember 2008 USSm

Pra forma
censolidated
balance sheet
ASm

Goodwill at net book va!ue 182.5
Trademarksand trad ames |n boo

Accurnmated arnomsahon 0.8)

Customer relationships at cost 222
Accumulated arnortlsauon 0.4

Ne1 book vajue . v 218

Total net book value 2219

2319

16

0.3
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D.9  Trade and other payables

As at 31 December 2006

Pro forma
consolidated
balance sheet
US$m

Pro forma
consolidated
bafance sheet

Current
Trade payables
Accruals and other payables

117.3
1235

1491
156.9

Non-current

Other payables

07

0.9

D10 Loans and borrowlings

As at 31 December 2008

Pro forma
consolidated
balance sheet
USSm

Pro forma
consalidated
balance shool
ASm

Current

Unsecured

Bank overdratts

Secured

Third party recourse funding of trade receivables

Cuerent portion of finance lease liabilities

1.0

02
3.9

1.3

0.3
5.0

Non-current
Unsecured
Bank loans:

USE585 million term tpan maturing three years from drawdown'
US$65 milion term loan (drawn in CH) maturing five years from drawdown'
US$200 mition revolving credit facility maturing five years from drawdown

Secured

Finance lease liabilities

5811
648

81

13.0

7384
8241

10.3

Note:

1. Tha term loan lacilities are fully drawn and are stated net of the unamortised balance of debt ariangement fees of USS4.3 million.

17
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0.11  Other financial liabllities

Pro forma Prolorma

consclidated consolidated

balance shaset batance shast

As at 31 December 2008 USSm ASm

Non-current
Foreign exchange contracts 0.1 01
Interest rate swaps 2.2 28

D12 Provisions

Pro forma Pro forma

conschdated consolidated

balance shast bafance shast

As at 31 December 2008 USsm ASm

Current

Warranties 0.8 1.0
Employee benefits a1 1.6
Earnout agreements 1.4 14.5
Restructuring 75 9.5

Non-current
Employee benefits 1.4 1.8
Post retirement benefils 364 452

18
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D.13 Defined benefit post retirement plans

The Boart Longyear Group operates defined banefit post retirement plans in the following locations:
- Defined benefit pension plans: The Americas (Canada and the United Stales), Europe

{Germany and Ireland) and South Africa; and

- Defined benefit post ratirement medical plans: The Americas (Canada and the United States)

and South Africa.
The Americas Europe  Souwh Alrica Total Total
ussm usSm Ussm UssSm ASm
The amount included in the batance
sheet arising from the entity's
obligations in respect of its defined
benefil plans is as follows:
Present value of funded defined
benefit obligations 1270 56.3 343 2176 278.5
Fair value of plan assets {117.2) (42.8) (79.4) (239.4) (304.3)
Restriction on plan assets - - 451 451 573
T T o
e e —
benefit obligations 109 - 2.2 134 166
Net liability/{assets} arising from - h
defined benefit obligations 20.7 13.5 2.2 36.4 46.2
ek v s sheat e T VOO
Non-current provision for
post retirement benefits (refer to Note D.13)  20.7 13.5 2.2 36.4 46.2
The Americas Europe  South Africa
Principal assumptions used
{expressed as weighted averages):
Average discount rate for plan liabilities 5.5% 4.4% 8.0%
Average rate of inflation 3.0% 20% 5.0%
Average rate of increase in salaries 4.5% 3.5% B6.0%
Average rate of increase of pensions in payment 00% 1.5% 5.0%
Average long term rate of return on plan assets 8.0% 6.3% 9.0%
Expected average increase in heatihcare costs {initial) 10.0% 0.0% 6.0%
Expecled avarage increase in healthcare costs {ultimate) 5.0% 0.0% B.0%

*
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DJ4 Commitments

Pro lorma Pro forma
consolidated consolidated
balance sheat batance sheet
As at 31 December 2006 UsSm ASm
Capital expenditure commitments
Capital expenditure contracted for at balance date
but not provided for and payable:
within one year 310 394
Operating lease commitments
Aggregate amount contracted for at balance date
but not provided for and payable:
within one year 1.5 146
one year or later and no later than five years 18.0 244
later than five years 21 2.7
"""""" 32.6 41.4
DA5  Equity
Pro forma Pro forma
consolldated consokidated
balance shee! balanca shast
As ot 31 Decemnber 2006 us$m ASm
Issued capital
1,485.3 million ordinary shares, fully paid 4523 574.8
Reserves
Foreign currency translation reserve {0.4) (0.5}
Share-based compensation reserve 7.7 9.8
7.3 9.3
Other equity amounts’
Merger and reverse acquisition accounting adjusiments (261.3) {332.1)
Note:

. As a result of merger and raverse acquisition accounting. a new equity account is created as a component of equity that is not available
for disiribution ‘o sharehoiders,

D16 Contingent liabilities

The Boart Longyear 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 Boart
Lengyear Group's financial position or results of operations.

20
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E. DERIVATION OF PRO FORMA

HISTORICAL FINANCIAL INFORMATION
As detailed in the tables below, pro forma
adjustments have bean made {0 the audited
consolidated financial slatements for FY2005 and
FY2006 of the Boart Longyear Group {inctuding the
use of certain unaudited financial information of the
Acquired Businesses) that the Directors considered
appropriate to reflect the formation of the Boart
Longyear Group, so that the financiat information for
FY2005 and FY20086 is presented on a pro forma
basis that is consistent with and reflects the structure
of the Boart Longyear Group that will exist upon
completion of the Offer.

The historical financial staiements of the Boart
Longyear Group have been prepared in accordance
with UK GAAP for FY2005 and FY2006. Where
appropriate and material, adjustments required to
reflect the pro forma historical financial information
of the business in accordance with AIFRS have
been made.

While the information in the tables below presents
the profit before tax for the Boart Longyear Group
for FY2005 and FY2008, the adjustmenis made
to recongcile to the pro forma histarical financial
information have bean prasented to the pro torma
EBIT level onty,

Prior to the intended business combination of Boart
Longyear Investments acquiring RSHI on or about 11
April 2007, the Boart Longyear Businesses and the
Acquired Businesses have operated under different
corporate structures with different gearing and fax
profiles to those proposed for \he Boart Longysar
Group after completion of the Offer.

As a consequence, the Directors believe the
historical net finance costs and income tax expenses
incurred by these businesses are not representative
of what the net finance costs and incoma tax
expenses would have been, had the Boart Longyear
Group aperated under the new structure that will

be in place after completion of the Cffer. Therefore
historical net finance costs and incoms tax expense
have not been presented in the pro forma historical
financia! information of the Boart Longyear Group
included in the Prospectus and this Appendix.

EA Derlvation of pro forma historical consolidated statement of revenue, EBITDA and EBIT
Table E 1.1 Derivation of FY2005 pro forma historical consolidated statement of revenue, EBITDA and EBIT

UK GAAP Continuing Operations
Reporiad Reparted

Normalisation adjustments

Pro forma

prodecossor  successor Accounting Changes of Pro forma adjustments  Pro forma

29/07/2005 311272005 and AIFRS  ownership adjustmenis acquisitions  31/12/2005
USSm 7 months 5 months Subtotal adjustments costs Other disposals Subtoial {AIFRS) 12 months
Revenua from
operaing activities 5248 3876 9124 - - - 1) 8914 1312 10226
Pro forma EBITDA 62 9 45 9 'IOB 8 - i 35.6 (0 4) 155 1 44.8 199 9
Deprer:latlon (16 3) {21 2) (37 5) 3.0 - - 17 (32 3) (7.6} (40 4)
Pro forma EBITA 46 6 24 7 71.3 3.0 na 35.6 1.3 122 3 37.2 159 5
Amorsaton @2 40 (102 98 T O =B

p
Finance costs . .
Profit bafore tax 35.9 {7.6) 283

""12.5 111 356 1.3 121 6 - 37.2 158 8

Notas:

N

. Refer to the notes to Tablo A1 for details of exchange rates applied.
Prior to 29 July 2005, the Boart Longyear Group operated as a wholly owned division ol Angko American. The accounts for the Boar Longyear Group lor the

seven months ended 29 July 2005 included in the LGHI financial sistermems for the year ended 31 Decernber 2005 have been presented as predecessor.
Historically, Anglo American had not prepared tinancial statements for the Boar1 Longyear Group on a stand-alons basis. The combined financial statements
for the predecessor were carved out from the accounting records of Angto American using the histocal basis of assets and liabilties ol Boart Longyear. The

prodecessor and Anglo American’s subsidiaries engaged in transactions, and 1he predacessor relied on Anglo Armerican's head office for certain operational and
administrative support lor which /1 was allocaled costs on a basis that Managerment befieves was reascnable and appropriate in the circumstances. However,
the combined financial statements Included herein may not necessarily reflect what the predecessor's resulis of operations and cash flows would have been had
the predecessor operated as a stand-slone antity during this period.

3. Adjustments ha\(e not bean made to recognise the effect of share-based payments lor the period from 1 January 2005 o 29 July 2005 under AIFRS on the basis
that any such adjustrments would be revarsed in the other normalisalion adiustments column as a one-olf item, Managermant of the Boart Longyear Group has
no future entitiernents under share-based payment arrangements in place a1 thas time,

21
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Tabte E.1.2 Derivation of FY2006 pro forma historical consolidated statement of revenue,

EBITDA and EBIT
UK GAAP
Continuing
Operations Normatisation adjustments
Pro forma
Reportod  Accounting Changas of Pro forma adjustments Pro forma
3122008  and AIFRS  ownershlp adjustimants acquisitions  31/12/2008
UsSsm 12 months _adiustments COosts Qther  disposals Subtotal [AIFRS) 12 months
Revenue from
operating activities 1,118.2 . - - - (8.0) 1,111.2 141.6 1,252.8
Pro forma EBITDA 70.4 79.1 FAR:] (1.1} 54,0
Depreciation (46.2) - - 03 {7.8)
P

Amortisation

} 0.9
Profon'naEBIT214132791 719 (08} 1 848 4622310
Francocosts  843)

Profit before tax (729) lllll
Note:

1. Refer to the notes to Table A.1 for details of exchange rates applied.

A description of the significant pro forma adjustments 1o the Boart Longyear Group audited financial

staternents for FY2005 and FY2006 are set out below.

E.1.1  Accounting and AIFRS adjustments

The Boart Longyear Group audited consalidated financial
statements for FY2005 and FY2006 were prepared under
UK GAAP. The pro forma historical financial information

is presented in accordance with the measurement and
recognition criteria of AIFRS. The significant adjustments
required to convert the audited consalidated financial
statements from UK GAAP to AIFRS are described below:

- reversal of goodwill amortisation and amortisation
under UK GAAP of intangible assets with an indefinite
useful life (US$0.5 million). Under UK GAAP, goodwill
Is amortised over a usefu! life of 10 years and
trademarks and trade names are amortised over a
uselul life of 20 years. Under AIFRS, goodwill is not
amortised but is tested for impairment annually. As the
Directors have assessed thal there is no foresegable
limit to the pericd over which trademarks and trade
names are expected to generate net cash inflows
for the Boart Longyear Group, the useful life of these
assels is also considered to be indefinite and they will
not be subject to amortisation under AIFRS, but will
be tested for impairment annually;

- US$9.0 million adfustment to amortisation represents
the add back ¢f the one-off impairment charge
and amortisation of goodwill under UK GAAP in
the profit and loss account of thé predecessor tor

22

the period from 1 January 2005 1o 29 July 2005.
The amortisation of goodwill under UK GAAP is not
applicable under AIFRS;

- in addition to the above, during the second half of

FY2006 Management underiook a detailed review

of its accounting practices to ensure the financial
statemenis appropnately reflect the useful ives

of various items. As a result of this exercise, the
estimated useful lives of certain ptant and equiprment,
including diill rigs, were revised. Tha estimated
financial impact of the change in accounting estimate
has been reflected in the pro forma historical financial
information from 1 January 2005; and

the Company has also reviewed its accounting
practices in relation to capitalisation of rig
refurbishment costs and the useful ives of sonic

and rolary rods and casings. The financial effect of
the changs in practice has been reflected in the pro
forma historical financial information for FY2006.

No adjustment has been reflected in the pro forma
historical financial information for FY2005 as it would
be impracticable {o do so and is considered unlikely to
be material.
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E.1.2 Normalisation adjustments

E.1.21 Changes of ownership costs

Costs associated with changes of ownership in
relation 1o the Boart Longyear Group have been
added back, inchuding:

- the acquisition of the Boart Longyear Group
by Advent International and Bain Capital in
2005, and

- tha partial sell down by Advent International
and Bain Capital and introduction of new
shareholders in 2006.

EA.2.2 Other normalisation adjustments

The following table summarises the other
normalisatian adjustments that are reflected in the
pro forma historical financiat information for FY2005
and FY2006.

Table E1.3 Other normalisation adjustments

FY2005 FY2006
ussm ussm
Restructured employee compensation arrangements 5.3 238
Asset impairment and similar charges - 17.4
Restrucluring charges 18.7 10.8
Mark to market of derivative instruments 9.1
Head office relocation and staffing 25
Other -
e ettt e AR s . e

Restructured employee compensation
arrangements

The Company has recently terminated and
restruclured certain employee compansation
arrangements associated with historical acquisitions
by the Boart Longysar Group, as such compensation
arrangemants {simitar to eam-out arrangements, but
incorporated as part of employee compensation)
were no fonger aligned with the overall interests of
the Group. These employees were compensated

for the termination of their previous contractual
arrangemenis by way of a cne-off payment. An
adjustment has been made for a similar material
contract that will not be renewed at the end

of FY20Q07, which cloes not rellect the current
remuneration structure of the Boart Longyear Group.

Adjustments have also been made ior expenses
relating to a share-based payment scheme thai
was discontinued at the time of the introduction of
new sharehaldars in 2006 and will not form part of
cantinuing compensation.

23
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Asset impairment and similar charges

The Company conducted an assessment of the
remaining usetul tives of certain plant, equipment and
drilling rigs. As part of the assessment, the Company
identified a number of items with no remaining useful
life thal have therefore been impaired. The total fixed
asset impairment charge in FY2006 was US$7.7
million. Also, an adjustment has been made for a
similar write-off associated with the sale of fixed
assets of $5.9 milfion, a one-off inventory impairment
of US$2.5 million and other asset write-offs of
US$0.7 million.

Restructuring charges
A rationalisation of the Compary'’s manufaciuring

" base, including the closure of several manufacturing

facilities, occurred in FY2005 and FY2006. One-
off costs incurred included redundancies arising
from the restructuring of the production facilities,
administrative funclions and staff relocation,

Mark to market of derlvative instruments
Losses were incurred in FY2005 and FY2006
in relation to the mark to market value of certain
derivative instruments held by tha Company. The
losses have been treated as non-recurring on the
basis that the Company intends fo close out these
doerivatwe instruments pricr to the completion of the
ffer,

Head office relocation and statfing

Prior to the acquisition of the Company by Advent
International and Bain Capital on 28 July 2005, the
business operated on a regionalised basis with

a small head office operation in Johannesburg.
Following that acquisition, a new head office was
established in Salt Lake City which resulted in the
Company incurring significant relocation costs and
stalf recruitment costs. These costs have been
added back on the basis that they are non-recurring
in nature.

Other expenses

There are other smaller items considered 10 be one-
oftin nature that have not been discussed as they are
individually not material.

24

E.1.3 Pro forma adjustments - disposals

For the FY2005 pro forma historical financiat
information presented in Table E.1.1, the disposals
adjustments are for the FY2005 trading results

of MCE Poland disposed of in FY2006 and the
FY2005 trading results and the gain or loss on sale
of Cerecast, Celle, Grooving and Grinding, Soft Rock
- Poland and Concrete Cutling businesses that were
disposed of in FY2005.

Far the FY2006 pro forma historical financial
information presented in Table E.1.2, the disposals
adjustments are for the FY2006 trading results

ard the gain on sale of the MCE Poland business
disposed of In FY2006, which not being material

is included in the continuing opearations column in
the FY2006 financial stataments. The disposal of
the Hard Materials and Soft Rock tools businesses
in FY2006 have been reflected in the FY2005 and
FY2006 pro forma historical financial information by
having been excluded from the continuing operations
columns in Tables E.1.1 and E.1.2 on the basls that
they are considered discontinued operations for
accounting purposes.

E.1.4 Pro forma adjustments - acguisitions
The pro forma adjustments reflect the inclusion of the
pro forma historical unaudited financial infarmation in
relation to acquisitions underiaken during Y2005,
FY2006 and in FY2007 prior to the date of this
Prospectus, as if those businesses had heen part of
the Boart Longyear Group from 1 January 2005, No
significant differences have been identified between
the retevant underlying GAAP for the businesses
and AIFRS that would materially impact the financial
information presented.

The pro forma financial information of the Acquired
Businesses has been adjusted o be consistent with
the accounting policies of the Boart Longyear Group.
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E.2 Derivation of pro forma consolidated balance sheet
Table E.2.1 Derivation of pro forma consolidated balance sheet of the Boart Longyear Group as at
31 December 2006

Resources Services Pra farma Pro forma post Pro forma
Holdce, Inc. AIFRS 11206 consoficdated
USSm UK GAAP adjustmants adjustments balance sheel

Current assets

Cash and cash equivalents 26.5 - (1.9 15.4
Trade and other receivables 216.0 108 6.8 2337
Other financial assets - 2.2 - 2.2
Irventories 135.2 - 45 139.7
Prepaid expenses and other current assets 347 {12.6) 1.3 234

Non-current assets

Property, ptant and equipment 243.4 - 16.7 2601

Deferred tax assets 43.8 (26.8) 187 367

Other financial assets 39 - - 39
| Goodwill and other intangible assets 1461 11.6 64.2 2.9
! Other assets 1.9 09 02 1.2

Total non-current assets 4391 (15.1) 99.8 523.8

Total assets 851.5 {14.6) 101.3 938.2
; s
Trade and other payables 258.4 (20.9) 3.3 240.8
Current tax payable 18.2 - 48 230
Loans and borrowings 121 0.3 6.7} 51
Provisions 7.5 211 0.2 28.8
Other - - 07 07
Total current liabilities S 2082 T o) 2.3 298.4
Non-current liabilities Crmmmmmmmm
Trade and other payables - 07 - o7
Loans and borrowings 1,276.4 0.9 (606.7) 668.8
Cther financial liabilities 23 - - 23
Deferred tax liabilities - 23 14 ar
Provisions 296 82 - 378
Total non-current liabllities T 13083 103 (e0s.3) 0 7133
o lles16045102(6030)10117
Nex asseraAiabiiie . (7530)(248) 7043{735)

Total equity/(deficit) {753.0) (24.8) 704.3 {73.5)

Hote:
1. Reler to the nates to Tabla B.1 for details of exchange rates applicd.,

25
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E.2.1 RSHIUK GAAP

The RSHI balance sheet as at 31 December 2008

has been exdracted from the RSH! FY2008 audited
financial statements, prepared in accordance with

UK GAAP.

E.2.2 Proforma AIFRS adjustments

The enly material adjustment required to present the
balance sheet in accordance with the measurement
and recognition criteria of AIFRS is in retation to
deferred tax as described below.

Taxation

Cifferencas in methodology exist between AIFRS
and UK GAARP in relation to ths recognition of
deterred tax.

Under UK GAAP, deferred tax is recognised in
respect of all timing differences that have originated
but not reversed at the balance sheet date where
transactions or events that result in an obligation fo
pay more 1ax In the future or a right to pay less tax

in tha future have occurred at the batance sheet
date. Timing ditferences are differences between the
Group's taxable profits and its results as stated in
the financial staternerts that arise from tha inclusion
of gains and losses in tax assessments in periods
different from those in which they are recognised

in the financial statements. Under AIFRS, deferred
tax liabilities and assets are recognised for the
estimated future tax effects of temporary differences
and tax loss carry forwards. A temporary ditference
is the ditference between the tax base of an asset
or liability and its carrying amount in the financial
sfalements.

A delerred tax fiability {asset) is recognised unless it
arises from:

- the initial recognition of an asset or iabllity
in a transaction that is not a business
combination, and at the time of the
transaction, affects neither accounting profit
nor taxable profit;

- the initial recognition of goadwill; or

- a post acquisition adjustment of goodwill for
which amartisation is not tax deductible.

The measurement of deferred tax is based on the
expected manner of settlement {liability) or recovery
{asset),

The principal impact of these methodology
differences on the Boart Longyear Group is the
recognition of additional deferred tax in refation
to fair value adjustments in business combination
transactions.

26

E.2.3 Proforma post 31 December 2006
adjustments

In preparing the pro forma balance sheet,
adjustments have also been made to reflect the
following acquisitions which completed after

31 Decernber 2006 which are assumed to have
occurred as at 31 Decemnber 2006:

- KWL,
- Grimwood Davies; and
- Connors.

These acquisitions which occurred after
31 December 2006 are assumed to be fully
funded by debt.

The pro forma adjustments reflect provisional
purchase price allocations by the Directors in
accordance with AASB 3 'Business Combinations’,

Boart Longyear Limited was incorporated on

2 January 2007, On or about 11 Agril 2007, Boart
Longyear Limited will effect a business combination
by its subsidiary, Boart Longyear Investments,
acquiring RSHI. The following transaclions that wil
occur after 31 December 2006 are assumed to have
occurred as al 31 December 20086:

- RSHI is acquired by Boart Longyear
Investments, a whally owned subsidiary of
the Company. for an estimaied purchase
price of US$1,429.4 million (A$1,816.5 miflion)
(based on the mid point of the Indicative
Price Range and using the historical foreign
exchange rate as at 31 December 2006 of
US$0.787:A%1.00);

- bomrowings of the Company are restructured
1o a pro forma net debt position of US$650
million {reflecting the total size of the Term
Facilities as described in Section 12.5.2}
plus finance teases and other borrowings of
US§13.2 milion {including US$12.0 million of
finance leases) less the unamortised balance
of debt arrangement fees {US$4.3 million);
and

- the Offer raises A$2,367.6 milion
{US$1,863.1 million} {based on the mid-
point of the Indicative Price Range) and
the proceeds are applied to redeeming the
Redeemable Notes hefd by the Vendors
of A$1,375.6 milion {US$1,082.5 milion),
repayment of a portion of dabt facilities
and related costs of the debt rastructuring
of US$708.6 milion (A$900.5 milion) and
paying related Offer costs of US$81.5 million
(A$72.0 million).

Nots:

Certain of the assumptions used in the preparation of the pro forma

consofidated batance sheel differ lrom those used in the Key Oller

Statistics and elsewhera in the Praspectus for tha reasons referred
to in Table 1.2 in Section 1 of the Prospectus.
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E.3 Derivation of pro forma historieal consolidated summary cash flow before financing
and tax

Set out in the tables below are the pro lorma adjustments which have been made to the underlying audited

financial information of the Beart Longyear Group in order to present pro forma historical consoiidated

summary cash flow before financing and tax for the Group as if it had existed at 1 January 2005.

Continuing

operations Pro forma

31/12/2005 Normalisation Pro forma Proforma 317122005
us$m 12 months  adjustments disposa's Subtotal acquisitions 12 months
Pro forma EBITDA 108.8 46.7 (0.4) 1551 44.8 199.9
Pro forma non-cash and other items
and workmg capnal movemenls (38 D) - 27.8) 65.9) {6 8) (? 2. 6)
Pro forma cash flow from operatlons 70.8 46,7 (28.2) 89.3 Tas0 1273
Capital expenditure - growth (33.1) - 0.5 {32.6) (5.8} {38.4)
Capnal expendlture matntenanca (12.5) - 37 (8.8) 2.6) (11.4)
Pro fonna cash ﬂow before .
financing and tax 25.2 46.7 (24.0) 47.9 29.6 775
Notes:

1. Rafar to the notes lo Tabla A.1 {or details of exchange rates applicd.

2. The adjustments o pro forma EBITDA in the above table relate 10 those narmalisation adivstrments 83 outlined in Nota E.1 and in funher
detail in Table E.1.1.

3. Tha pro forma cash fow before financing and tax for FY2005 excludes certain cash flows on the basis that they are one-off and not
rgpresentative of the ongoing cash fows of the Boart Longyear Groupx cash inflows from the sale of property, plant and equipment
US53.7 million) and imvestment in derivativa instruments (outfiow of US$11,5 milion),

4. Pro forma capital expenditure in the above table has been prepared on an accroal basis.

Continuing

operations Nommallsation Pro formo

31/12/2008 and other Pro forma Proforma  31112/2006
LSEm 12 manths  adjustments disposals Subtotal  acquisitions 12 months
Pro forma EBITDA 704 154.5 1) 2238 54.0 2718
Pro forma non-cash and other iterns
and workmg capltal movements (3 4) - (12 2) {15 5) (5 6) [21 2)
Pro forma cash flow from operatlons 670 154.5 (13 3) 208.2 484 2566
Capital expenditure - growth (52.5) - - (52.5) 8.1) (60.6)
Capstal expendllure m |nienance (22.8) (5.4) - {(28.2) (2.9 (31.1)
Pro Iorma cash ﬂow efore
financing and tax 8.3 1481 {13.3) 127.5 374 164.9
Notes:

1. Refer to the notes to Table A.1 for tfetails of exchange rales applied.

2. The adjustments to pro forma EBITDA in the above table relate to those narmalisation adiustments as ouitingd i Note E.1 ana in further
oetall in Table E.1.2,

3. The adisstments to mainienance capital expenditure in the sbowe table represent a pro lorma adjustment lor tha changs in accounting
practices in retation to sonic and rotary rods and casings and capitalisation of rig refurbishments,

4. In addilion to adjustments for acquisitions, the lollowing ane-off items have been exchuded irom the Bbeve pro forma cash low on the
basis that they are nol reprasentative of the ongoing cash flows of the Boart Longyeer Group: cash inflow lrom the sate of property, plant
and equipment (USS$20.7 million), investment in derivalive instruments (outflow of US$7.8 million) and othar individually insignificant cash
outfliows (US$0.2 million).

5. Pro forma capilal expenditur in the above lable has been preparet] on an accrual basis,

27
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F. APPENDIX GLOSSARY

AS

AASB

ABN

Accounting Acquirer
ACN

Acquired Businesses

Advent International
AIFRS

Anglo American
ASIC )

ASX

Bain Capital

Board

Boart Longyear or Boart
Longyear Group or Company
or Group

Boart Longyear Businesses
Boart Longyear Investments

C$
Connors

Consolidated
Income Statement

Corporations Act

Deloitte Touche Techmatsu
Directors

DrillCorp

EBIT

EBITA

EBITDA

Exchangable Notes

Final Price

Forecast or Estimate
Forecast Financial Information

Forecast Period
FY

Grimwood Davies

28

means Australian dollars.

means the Australian Accounting Standards Board.
means Australian Business Number.

means LGHI as set out in Section 8.2.5.

means Australian Company Number,

means North West Driling, Prosonic, Grimwood Davies, KWL, Connors
and Diamond Drilling.

means Advent International Corporation.

means Australian equivalents of International Financial Reporting Standards.

means Anglo American plc.
means the Australian Securities and Investments Commission,
means ASX Limited {ABN 28 008 624 691).

means Bain BL Holdings, L.P., an investment vehicle affliated with
Bain Capitat L LC. .

means the board of Directors.

means Boart Longyear Limited (ACN 123 053 728} and its subsidiaries

or ils predecessors, being the Boart Longyear division of Anglo American
pic from 1 January 2005 to 29 July 2005, LGHI from 30 July 2005 to

9 October 2006 and RSHI from 10 October 2006 until 11 April 2007

and their subsidiaries.

means the businesses dascribed in Section 5.1.

means Boart Longyear Investiments Pty Ltd (ACN 124 070 373), a wholly
owned subsidiary of the Company,

means Canadian dolfars,
means Connors SA and Connors Argentina SA.
means the income statement of the Group.

means the Corporations Act 2001 (Cth).

means Detoitte Touche Tohmatsu (ABN 74 480 1271 060).
means the directors of the Company.

means Driflcorp Ltd.

means eamings before interest and Group tax.

means eamings before interest, Group tax and amortisation.

means eamings before interest, Group tax, depreciation and amertisation.

means exchangable notes to be issued by Boart Longyear Investments to
the Vendors.

means the price which successful bidders and Applicants will pay for
Shares under the Offer, as described in Section 3.8.3.

means Management's best estimate.

means the statutory or pro forma Forecast Financial Infermation for the
Forecast Period set out in Section 9.

means the 12 months ending 31 December 2007.

means the financial year ended or ending 31 December (as the context
requires).
means Grimwood Oavies Ply Ltd.
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Historical Financial
Information

Historical Periods
Indicative Price Rangs

Interest
KwL
LGHI

Macquarie European
Investments

Majors
Management
Management investors

MCE Poland
Minerals Drilling Industry

New Zealand Investment
Statement

Non Executive Director
North America

North West Drilling
NPAT

Ofter

Prosonic

Prospectus
Redeemable Notes

RASHI
Section
Senior Management Team

Settlamant

Share
Shareholder
Subsidiary

UK GAAP

United States or US
uss

Vendors

means the historical financial information for the Historical Periods as sel
out in Section 8.

means FY2005 and FY20086.

means the indicative price range for the Institutional Offer as specified in
Section 3.8.2.

means the same as Net Finance costs as defined in Note D.1.21.
means the business and assets of KWL Drillrig Enginearing Pty Ltd.
means Longyear Global Holdings, In¢.

means Macquarie European investments Pty Limited

has the meaning given in Section 4.2.1.4.
means the Senior Management Team.

means those members of the Senior Management Team who currently
have an equity interest in the Company and will continue o own shares in
the Company following the Otfer.

means the Mining Capital Equipment-Poland business,

means exploration drilling conducted during the expioration, development,
production or mine closure stages of mining operations.

means the investment stalement prepared in connection with the Offer
which complies with the Securitles Act 1978 (NZ) and tha Securities
Regutation 1983 (NZ}.

means a non-executive Director of the Company.
means the United States and Canada.

means North West Driling Pty Ltd.

means net profit after Group tax.

means the Retail Offer and the Institutional Offer.

means Prosonic Corporation.

means the prospectus, being a prospectus for the purpose of Chapter 6D
of the Corporations Act.

means redaamable notes issued by Boart Longyear Invesiments to
the Vendors.

means Resources Services Holdco, Inc.
means a section of the Prospecius.

means the CEQ, COO, CFO and the senior management team
of Boart Longyear.

means the date on which the Shares issued under the Offer are allocated
to successiul Applicants.

means a {ully paid ordinary share in the Compary.
means a registered holder of a Share.

has the meaning given in the Corporations Act, including wholly owned
and joind venture subsidiares.

means generally accepted accounting principles in the United Kingdom.
means United States of America.
means United Stales dollars.

maans the Consortium, Advent International, Bain Capital, Management
Investors and David Mclemore.



