KPMG Tax A.B.N. 51 194 660 183

KPMG House GPO Box 22914 Telephone: +61 {3} 9288 b555

161 Collins Street Melbourne Vic 3001 Facsimile: +61 (3) 5288 6666

Melbourne Vic 3000 Australia DX 30824 Melbourne

Australia www. kpmg.com.au
Private and confidential Qur ref  Pivot03-FinalSHImplicMO0303-TL
The Directors "
Pivot Limited ‘ '

70 Southbank Boulevard
Southbank VIC 3006

14 March 2003

Dear Directors

Pivot Limited (“Pivot™)
Taxation Implications Report

1 Background

The following is an overview of the Australian income tax and Capital Gains Tax (“CGT”)
consequences for Pivot Shareholders in the event that the Merger Proposal proceeds and Pivot
acquires 100% of the issued ordinary shares in Incitec Fertilizers Limited (“IFL"™). This
overview applies only to Australian resident Pivot Shareholders who are individuals and who
hold their Pivot shares as capital assets.

The following summary is based upon the law as at the date of this Explanatory Statement, and
is not intended to be an authoritative or complete statement of the law relevant to the
circumstances of each Pivot Shareholder. Pivot Shareholders should seek independent
professional advice in relation to their own particular circumstances.

Unless otherwise stated, the comments in the following sections relate to both Pivot Ordinary
Shareholders and Pivot Investor Shareholders.

Certain terms in this report have defined meanings, which are set out in Section 9 of the
‘Explanatory Statement.
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2 Implementation of the Merger Proposal
CGT consequences

If you are a Pivot Ordinary Shareholder, the Merger Proposal does not require you to dispose of
your shares. Accordingly, there are no immediate consequences for you resulting from the
Merger Proposal.

If you are a Pivot Investor Shareholder, there are also no immediate consequences for you
resulting from the Merger Proposal. The changes to the rights attached to your Pivot Investor
Shares to give them the same rights as Pivot Ordinary Shares do not amount to a disposal for
CGT purposes.

Income tax consequences

As part of the Merger Proposal, Pivot is to pay the Pivot Dividend. The Pivot Dividend will be
assessable to Pivot Shareholders. However, as the Pivot Dividend will be “fully-franked”, an
imputation credit will be available as an offset against tax payable on the dividend.

To the extent that the credit attached to the dividend exceeds your overall tax liability, you will
receive a cash refund of the excess credit balance. However, this does not apply to corporate
shareholders. ‘

Consequences of public listing

No immediate tax consequences will arise from Pivot (to be known as Incitec Pivot Limited)
obtaining listing on the ASX. The listing process will not involve a disposal of your shares for
CGT purposes.

3 Subsequent disposal of shares
Pivot Shares acquired after 19 September 1985

It your Pivot Shares were acquired or deemed to be acquired after 19 September 1985, disposal
of your shares after ASX listing will constitute a CGT event for CGT purposes.

You will make a capital gain where the amount received when you dispose of your shares is
greater than their cost base (see below). You will make a capital loss where the amount received
on disposal is less than the cost base.
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Cost base calculation

The cost bage of your shares 18 generally what you paid for them.

Tndexation

If your shares were acquired before 11.45am on 21 September 1999, you will be able to elect to
adjust the cost base of your shares to include indexation by reference to changes in the
Consumer Price Index (“CPI”) during the period from when you acquired the shares up to the
quarter ended 30 September 1999.

Indexation adjustments are taken into account only for the purposes of calculating any capital
gain. They are ignored when calculating the amount of any capital 1oss.

Discount capital gains

As an alternative to including indexation in the cost base of your shares, you may instead choose
to use the unindexed cost base when calculating the capital gain on disposing of your shares, and
reduce the gain by 50%, provided that you have held your shares for more than 12 months before
disposing of them. .

Net capital gains

Capital gains and capital losses are aggregated each year to determine whether there is a net
capital gain for that particular year. Any net capital gain is included in assessable income and is
subject to income tax. Capital losses can only be carried forward to offset against future capital .
gains. The 50% CGT discount is applied to any net capital gain for a particular year.

Pivot Shares acquired before 20 September 1985

If you acquired your Pivot Shares before 20 September 1985 (i.c. pre-CGT), the disposal of your
shares will not give rise to any tax liability, subject to the comments below.

In particular, if you dispose of your shares within five years of the listing on ASX, specific CGT
provisions may deem you to make a capital gain on disposal, notwithstanding the pre-CGT status
of your shares. This is because these specific provisions are dependant on the market value of

Pivot’s post-CGT assets rather than the date of acquisition of your Pivot shares.

A previous analysis of the implications of these provisions for the Pivot Group alone indicated
that you should not make a capital gain on disposal of your shares. However, the merger will
increase the post-CGT assets held by Incitec Pivot Limited. Initial discussions with Incitec in
relation to IFL’s assets suggest that any such capital gain immediately after listing should not be
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material. In addition, the availability of the 50% CGT discount, as discussed above, will further
reduce any gain.

No capital gain will arise under these specific CGT provisions where Incitec Pivot Limited
obtains (and maintains) ASX listing and you dispose of your shares at least 5 years after listing.

4 GST
No GST is payable in connection with the Merger Proposal.

Yours sincerely

Tan Dinnison
Tax Partner
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