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Incitec Pivot Limited today reported net profit exfttax (NPAT), excluding

individually material items, of $49.6 million foh¢ first half ended March 2007,
up 80 percent from the previous corresponding periaBIT was $83.9 million,

up 106 percent or $43.2 million, reflecting busmesfficiencies and the
contribution from Southern Cross, which was acglire August 2006. How do
you reconcile such a strong result with the poondaons arising from the
drought?

MD & CEO Julian Segal

We’'ve made a truly outstanding start to the yeartiqularly given the drought
conditions on the east coast of Australia, not ahiy year but also the year before
— we’ve had poor conditions for two years runningle’ve been able to deliver
this result because of the strategies we’ve pylace and because they've been
extremely well executed by our people.

Our strategy comprises four themes that are congiéamny — we believe the
“whole” creates more value than the sum of itsart

The first strategic theme is “lowest cost base” andhe first half our “Tardis”

business efficiency program delivered an additié2dl.7 million in benefits. The
second theme is “owning the product,” demonstratethe first half by the fact
that Southern Cross delivered underlying earnibgéore Tardis efficiencies, of



$28.8 million and that we generated over 80 peroérfirst-half earnings from
manufacturing.

Our third strategic theme is “the trading model’dam the first half trade

accounted for 28 percent of our sales, facilitatimg final theme of our strategy,
being the “supply chain value engine,” where wdised a $46 million reduction

in working capital compared with the previous cepending period, a cash
benefit of 91 cents per share.
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Previously one of the themes of your strategy wasllti-channels to market,”
whereas now you're talking about the trading maa the supply chain. What's
behind this change in emphasis?

MD & CEO Julian Segal

Multi-channels to market is very much still onetloé components of our strategy,
but it now sits under the headline of the tradingdei. If you look at the strategic
theme of owning the product, it's a question of hgou take that product to the
market. The way we do that in Australia on thet easst is through the multi-

channel approach, but that's only part of our oWetr@ading business now.

Outside the east coast of Australia we're tradifgygarcels of product to other
geographies that we traditionally hadn’t enteredhsas New Zealand, the west
coast of Australia, India, Pakistan etc.
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The consensus forecast for NPAT for the currertyieér ending September 2007
is $159 million, up 92 percent, and for EBIT, $2%#lion, up 100 percent. Can
you comment on the consensus forecasts in lighecént steep rises in global
urea and diammonium phosphate (DAP) prices andeztae®ver water allocation
from the Murray Darling Basin?

MD & CEO Julian Segal

As you’re aware, we earn two thirds of our profitthe second half, so it’s still
very early in the year. We're aware of the ranfidooecasts currently in the
market, and believe the differences mainly arisemfrassumptions on global
fertiliser prices and the exchange rate.

In terms of the outlook, there are a number oftpes. They include forecasts of
a general easing of drought conditions and abamdtrglobal fertiliser prices,
albeit with a normal softening in prices after {i€ planting season finishes in
about May. We’'ll also have a full-year contributiorom Southern Cross and
continuing efficiencies from Tardis.

On the negative side, the strong Australian dalldlroffset some of the fertiliser
pricing benefit and uncertain water allocations|whpact sales into cotton
markets in particular. The water problem isn’ttrieted to the Murray Darling.
Average rainfall this year will not be sufficierd teplenish irrigation reservoirs
and increase water allocations. Many irrigatedosroncluding irrigated pasture



and horticulture, will be affected. Of coursesitiot as if we’re coming off full
allocations last year, so it's a relative positiddut for some of our customers the
situation is dire.

Another negative is that we’ll forego about $10limil in manufacturing margin
in the second half as a result of the planned @ilksland maintenance shut-down
in the first half. Our stock turnover tends to 3@ to 40 days, so the fact that
Gibson Island didn't produce in February/March nsawe don’t have
manufactured product we’d usually be selling in iRglay — we’ll sell imports
this year. So year-on-year there’s a $10 millioreh
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In the first half, Incitec Pivot delivered $19.7 lloin in cost savings under its
Tardis phase 2 program, equivalent to your previatget for the full year of $15
million to $20 million in savings. In which spedfiareas have the cost savings
exceeded your initial expectations?

Finance Director & CFO James Fazzino

We're delighted with progress on Tardis 2 whichvedl ahead of plan in terms of
both the quantum of efficiencies delivered andtimeng. We’re now forecasting
Tardis 2 savings of $45 million for 2007, more tttgmuble our initial target for the
year. Manufacturing was the highlight, at our @Gibsisland, Mt Isa and
Phosphate Hill sites.

Just after we acquired it, we set an efficiencgeaarwof $35 million for Southern
Cross to ensure the plant generates an 18 peretemh on net assets (RONA) —
our minimum return metric — at the bottom of the®Aycle. We gave the team
three years to achieve the savings and it's orkttacdeliver $29.6 million in
2007, with $16 million delivered in the first halfChis is a real tribute to the team
at Southern Cross and the manufacturing competsatie got in the business.

The $35 million efficiency target was based on aspirational” cash cost per
tonne with delivery via the simple formula of prathg more at a lower cost. In
total we’re working on 99 projects at Southern Grtusdeliver the savings. Quick
wins have come from improved plant reliability, whi ensures we can
consistently operate the plant at 970,000 tonnesapeum, up from 907,000
tonnes at acquisition, and from overhead and b#deaost reductions.

Our team at Gibson Island also excelled in the fudf. During February and

early March we completed our largest-ever plannathtenance shutdown, which
the team completed on time and on budget, a rerligrkechievement given the
current mining boom in Queensland. Plant perforregoost shutdown has been
above our expectations with $1.5 million in effivdées delivered in the first half

and $8.5 million forecast for the year as parthef Tardis deliverables.
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With the revised target for Tardis 2 cost savimg2007 of $45.0 million, you're
now forecasting an exit rate of $73.9 million, upni an initial expectation of
$50.9 million. The exit rate in 2008 is now expetto be $88.2 million, up from
$83.0 million. This suggests you're seeing a fatgtan expected delivery of the
savings rather than a significant upgrade in therall program deliverables. Is
there potential upside in the new targets?

Finance Director & CFO James Fazzino

The risk is on the upside for 2009, although s early to quantify the amount.
We see major opportunities at both Southern CrodsGibson Island to generate
higher earnings, albeit we’'d need to invest newitahfo realise the potential at
both plants.

Tardis 2 delivers a step change in our manufagjucost base which means both
plants will exceed 18 percent RONA even at bele@mdrpricing. Combined with
a favourable outlook in fertiliser pricing in theedium term, this leaves us well
placed to pursue de-bottlenecking and both minadr raajor expansion projects.
We've challenged our engineering teams to deveiepd projects and we’ll keep
the market informed of our progress.
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In the first half Southern Cross produced 492,0f)inés, and EBIT was up 48
percent from the acquisition proforma level of &3illion to $44.8 million. The
improvement reflected the $16.0 million in efficggrbenefits from Tardis 2 and a
$30.2 million positive impact from the increaseginbal DAP prices. Do you see
the current level of DAP prices as sustainable?

MD & CEO Julian Segal

DAP prices averaged US$293 per tonne in the fiast tcompared with US$247
per tonne in our acquisition proforma, with ever$310 per tonne increase in
prices contributing US$9.7 million to our earnings.

Spot DAP prices peaked in April at US$440 per tomaflecting a short squeeze,
particularly in North America. Globally the supmide has seen low pre-season
stock levels combined with unplanned outages aodtan US production of 2.4
million tonnes as uneconomic plants were closed(@6. On the demand side,
corn planting for bio-fuel and shortages acrosstrsoft commodities drove an
increase in acreage.

We think current spot prices are not indicativetreind pricing going forward.
However, we think demand and supply side fundantemtifi support above trend
pricing through to at least the end of this decade.

On the global supply side, no significant new cayawill be added until the

Ma’aden plant in Saudi Arabia is commissioned eadyt decade. We also see a
step change in the global cost curve for fertiBses a result of higher energy input
costs and capital costs for new plants. So whem#w capacity does come on



line, we're not expecting the drop-off in pricinggwe historically seen when new
plant is added. Typically, new fertiliser plante groject-financed and to that
extent there’s a requirement to service the reldtdat, which forms part of the
cost base. That higher fertiliser cost curve willrease the value of installed
capacity such as our Southern Cross operations.

We see what the fertiliser industry calls the “féis — food, feed, fuel and fibre —
as unrelenting drivers on the demand side. Pdpalgrowth, with 200,000 new
mouths to feed per day, places constant pressutbeodemand for food which,
given the constraints on available arable land,ardy be met by increased farm
productivity and inevitably, higher fertiliser use.

In feed, as income levels per capital push throtigh $US3,500 level, below
which 80 percent of the world’s population live neend for more complex foods
increases, driving animal feed demand. For exampkat demand in Asia has
increased by more than 60 percent in five years.

While bio-fuel isn’t new, significant capacity hagen added in 2007 in the US
and this places further pressure on the demanddocultural outputs. Further
bio-fuel capacity is planned in the US, Europe Asdh driven by energy security
and greenhouse concerns.

Finally, demand for fibre is expected to continogtow with global GDP.
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EBIT generated by Incitec Pivot’s traditional buess was $39.1 million, down 4
percent, reflecting the impact of the drought oe summer crop and pasture
markets, and adverse fixed cost into stock movemerthe back of reduced stock
levels. These were offset by $5.7 million in ceatings from the Tardis program
and $5.5 million from increased pre-season wintep wolume. In the absence of
an improvement in seasonal conditions, what abitity you have to further

improve earnings in this part of the business?

MD & CEO Julian Segal

I’'m delighted with the result from the traditionblusiness given the difficult
seasonal conditions of the first half. The reseaftects our goal of delivering
acceptable returns in a bad year by rightsizingctigt base.

There’s still $52 million in earnings improvemerd tome in the traditional
business as we focus on the Tardis manufacturifigiezfcy and supply chain
optimisation program. In addition, over coming nge#he business will benefit
from more normal volumes as the east coast maecetvers to normal levels of
fertiliser consumption post-drought.
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In 2006, manufacturing margin and trading margimeaggnificant contributors to
an improvement in the EBIT of the base busines#pintp to offset weaker
volumes. What was the trend in manufacturing aading margin in the first half
and what is the outlook for the remainder of theent year?

MD & CEO Julian Segal

In the first half trading margins were flat yearpegar. The fertiliser wholesale
distribution business operates in an extremely @iitiye environment with
narrow margins.

We’ve seen expansion in manufacturing margins dgenmoved up the fertiliser

value chain with the Southern Cross acquisition aetlvery of our Tardis

manufacturing efficiency initiatives. This is redted in the expansion in our
EBIT margin by more than 5 percent over the previoarresponding period and
the increase in profit from manufacturing to ovér @rcent of total earnings.
Continued strength in global fertiliser prices wsupport margins for the
remainder of the year, albeit with the impact suét by the strong Australian
dollar.
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Incitec Pivot recognised individually material iterof $7.6 million after tax in the
first half, compared with negative $17.4 million ihe previous corresponding
period. This reflected a profit on the sale araké&back of equipment, a gain on
the write-back of Southern Cross acquisition priovis, partly offset by costs
associated with the implementation of businesscieficy initiatives, the
separation from Orica and integration of Southeraos€. What is the expected
level of individually material items for the curteyear?

Finance Director & CFO James Fazzino
We expect to incur an additional cost of $5 mill@fter tax in the second half as
part of the Orica separation and Southern Crosgjiation project.

On the positive side, we expect land sales whiepedding on timing, will either
be booked in the fourth quarter of 2007 or firsauiger of the 2008 financial year.
Profit on these sales is likely to exceed $10 millafter tax.

cor por atefile.com.au

Incitec Pivot booked net operating cash outflow$68.2 million in the first half
compared with outflow of $90.5 million the previoosrresponding year. Trade
working capital was $251 million, down from $263 llion in spite of an
additional $34 million from Southern Cross. Bea@aw$ the drought, you were
expecting little improvement in trade working capitn 2007. How have actual
cash flows differed from your expectations?

Finance Director & CFO James Fazzino
We’'re pleased with the cash result at half yeapairticular working capital. This
of course followed the 2006 result where we deédest $102 million reduction in



working capital. The improvement is directly ditriable to the Tardis 2 supply
chain project where we're targeting a $50 millie@duction in inventories in
addition to a $20 million improvement in supply theosts.
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Capex was $53.1 million, up from $16.8 million. s&nance capex of $12.8
million compared to $13.4 million in the previousresponding period, while
project capex increased to $40.3 million from $8lion, primarily reflecting
spending of $29.0 million on the Gibson Island neance shut-down. Where
will project capex be targeted going forward?

Finance Director & CFO James Fazzino

Second half project capex will be $22.6 millionfleeting the balance of the
Gibson Island reset expenditure, a desalinationtpd Gibson Island that will
reduce our consumption of potable water by aboet ©irth, completion of the
gypsum cell at Phosphate Hill and IT spending far $eparation from Orica and
integration of Southern Cross.

In addition we’ll spend $6.5 million of our envinmental provisions, $4.5 million
to top up our defined benefits superannuation fpost the redundancy program
and $4 million on demolition. An offset will bedlplanned land sales | mentioned
before, which will deliver over $20 million in cash either the fourth quarter of
this year or first quarter of next year.

With respect to growth capex, we have a “blank deégrovided the projects fit
our strategy and meet our hurdle IRR of 15 percénir balance sheet is modestly
geared and we believe the equity market would sapg@@er projects if additional
funding was required.
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Incitec Pivot had net debt of $400 million as a #&nd of March 2007, compared
with $138 million a year earlier. Gearing stood5&t5 percent, up from 20.6
percent. You've announced a fully franked intedividend of 69 cents per share,
up from 22 cents in the previous year. What isetkigected level of gearing at the
end of September and can shareholders expect @&oadtdistribution of excess

funds at the end of the year?

Finance Director & CFO James Fazzino

Year-end book gearing should be at the lower emctouent target range of 40 to
45 percent assuming no major investments in thensebalf. We think it's more
appropriate to look at our debt as a multiple off HBA, by which measure our
average debt for 2007 should be around 1 timespaoed with our peers at 2.7 to
3 times. This provides significant capacity toduthe expansion of the business
and/or return cash to shareholders.

Our interim dividend pay-out was 70 percent of NPAXcluding individually
material items or 100 percent of available frankingdits. This distribution was
in the middle of our normal pay-out range. It'btée too early to predict the final



distribution, however we're aware of the need tackjy return excess funds to
shareholders.
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Given the strength of the balance sheet, are ytvefclooking at acquisitions?

MD & CEO Julian Segal

We’'re alert to those opportunities, but we wonlktabout any specific project.
Certainly, if the right M&A opportunity comes upahmeets our financial criteria,
we’ve got huge capacity to fund it.

If we don’t find the right opportunity, we’ll retarfunds to our shareholders.
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Thank you Julian and James.

For more information about Incitec Pivot, visit wvimcitecpivot.com.awr call
Simon Atkinson on (+61 3) 8695 4515

For previous Open Briefings with Incitec Pivot, tr receive future Open
Briefings by e-mail, visit www.corporatefile.com.au
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