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REVIEW OF
OPERATIONS
• Statutory net profit after tax (NPAT) (1) for the full year ended 30 September 2015 was a loss
of $1,267.4 million. The previous corresponding period (pcp) was a profit of $602.5 million.
• Individually material items after tax resulted in a loss of $1,691.6 million relating to impairment
of assets within the Group.
• On a continuing operations basis, NPAT before individually material items(2) was $417.2 million
(pcp: $563.6 million). Including NPAT from discontinued operations of $7.0 million, NPAT before
individually material items was $424.2 million.

Summary
 Total ammonium nitrate (AN) and emulsion product volumes at
3.76 million tonnes in-line with outlook provided on 7 August

 Transformation program delivers benefits of $175 million with
one-off costs of $81 million

 EBITDA (3) from continuing operations down 14% to $978 million
(pcp: $1,132 million)

 After excluding $652 million from the sale of the Chemicals
business, net operating and investing cash flows were
$352 million, down from $461 million in the pcp

 EBIT(4) from continuing operations down 21% to $685 million
(pcp: $863 million)
 Assets impaired during the year comprised, Ground Support
business ($848 million), ammonium nitrate assets ($649 million)
and other assets ($195 million)
 Earnings per share from continuing operations before individually
material items is 112.7 cents (pcp: 153.1 cents)

 Net debt (5) of $2,026 million, down 9% on the pcp
 Gearing (6) at 40.4%, versus 33.7% in the pcp
 Interest cover from continuing operations (including capitalised
interest) is 8.3 times (7) (pcp: 7.5 times)
 Final ordinary dividend of 56 cents per share, unchanged from pcp
(payout ratio (8) 84% versus 59% in the pcp).

Group Results
2015
A$M

2014
A$M

Change
%

Sales revenue
Other Income

5,653.3
50.1

5,721.5
56.1

(1%)
(11%)

Total revenue (continuing operations)

5,703.4

5,777.6

(1%)

942.1
10.8
(90.4)

(8%)
> (100%)
(78%)

684.8

862.5

(21%)

(82.2)
(176.2)
(9.2)

(114.8)
(161.5)
(22.6)

28%
(9%)
59%

417.2

563.6

(26%)

Year ended 30 September

EBIT
Mining services
Ground support
Corporate costs
Total EBIT (continuing operations)
Net interest expense
Tax expense
Non-controlling interests
NPAT before individually material items (continuing operations)

865.0
(19.4)
(160.8)

Individually material items after tax (continuing operations)

(1,691.6)

–

NPAT and individually material items (continuing operations)

(1,274.4)

563.6

> (100%)

38.9

(82%)

602.5

> (100%)

NPAT (discontinued operations)
NPAT and individually material items (statutory)
Note: numbers in this report are subject to rounding and stated in Australian dollars unless otherwise noted.
Footnotes within the Review of Operations are set out on page 20.
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7.0
(1,267.4)
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Commentary on Group Results (Continuing Operations)
Revenue
Sales revenue of $5,653 million was down $68 million on pcp, primarily driven by lower AN volumes in Australia, lower ground support volumes
across most markets, lower average pricing for explosives, mining chemicals and ground support products. Offsetting this were increased AN
volumes in North America and Asia, higher initiating systems and cyanide volumes, growth in revenue from advanced products and services and
favourable foreign exchange movements.
Corporate costs
Corporate costs of $161 million were higher than the pcp ($90 million). The increase reflected transformation program costs and redundancies of
$31 million, increase in the Yarraville environmental provision of $15 million, lower profit on the sale of assets of $10 million, higher net hedging
and insurance costs of $10 million and higher depreciation and amortisation costs of $5 million.
Earnings before Interest and Tax (EBIT) and before individually material items
The following table describes the impact of the principal factors that affected EBIT for the 2015 financial year compared with the 2014 financial year.
A$M
EBIT for the year ended 30 September 2014
Foreign exchange

A$M
862.5

(i)

52.0

One-off items in 2014:
Net gains on asset sales

(33.2)

Adjusted EBIT for the year ended 30 September 2014

881.3

Explosives – net volume, regional/product & customer mix

(135.2)

Explosives – net price impact

(56.9)

Mining Chemicals – net volume and price impact

(1.3)

Ground Support – net volume and price impact

(55.0)

Gross transformation benefits:
Supply efficiency program
Operations and Support cost program

60.4
114.7

Depreciation and amortisation

175.1
(14.0)

Net inflation & other

5.5

Adjusted EBIT for the year ended 30 September 2015

799.5

Gross transformation costs

(81.3)

One-off items in 2015:
Redundancies

(17.3)

Environmental provision

(15.0)

Net loss on asset sales
EBIT for the year ended 30 September 2015
(i)

(1.1)

(33.4)
684.8

Retranslation of 2014 earnings at 2015 exchange rates.
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Net interest expense
Net interest expense of $82 million was lower than the pcp
($115 million) due to cash proceeds from the sale of the Chemicals
business, lower financing costs and higher capitalised interest, mainly
associated with the Burrup ammonium nitrate plant.
Year ended 30 September
Statutory net interest expense

2015
A$M

2014
A$M

Change
%

82.2

114.8

(28%)

36.7

27.6

33%

118.9

142.4

(17%)

Adjusted for:
Capitalised interest

(ii) Certain AN assets have been impaired due to a combination of
factors. Orica’s business has been impacted by an oversupply in the
global ammonium nitrate (AN) market, the impact of the Burrup
plant expected start up in 2016 and lower global AN demand and
pricing. The impairment primarily consists of a $462 million partial
writedown of the Bontang (Indonesia) manufacturing plant to
$248 million (included in the Mining Services Other segment) and
the write down of the Kooragang Island (KI) plant uprate project
(included in the Mining Services Australia/Pacific segment) of
$175 million. Given current market conditions for both prices
and volumes and available capacity at other plants, proceeding
with the Kooragang Island plant uprate project is considered not
economically viable.

An effective tax rate from continuing operations of 29.2% (pcp: 21.6%)
was higher due to a reduction in the foreign tax deductions, a prior year
tax undercharge relating to foreign tax payable and a reduction in non
taxable profit from asset sales due to the utilisation of capital losses.
This was offset by a change in tax on the geographical profit mix.

(iii) As a result of the operating review, various assets around the
Group have either been suspended or changed in status resulting
in asset values being written down across the business to their
recoverable amount. The impairment primarily consists of an
Initiating Systems plant in China, (included in the Mining Services
Other segment) of $201 million and software (included in the
Other and eliminations segment) of $33 million. The current
capacity of the Initiating Systems plant in China exceeds local
Initiating System demand and plans to export require additional
capital spend that are not in the Group’s current strategic plan.

Individually Material Items

Discontinued Operations

Loss after income tax includes the following individually material items
of expense:
Gross
Tax
Net
A$M
A$M
A$M

The sale of the Chemicals business was completed in February 2015
and is reported as discontinued operations. EBIT from discontinued
operations was $5 million for the period (pcp: $67 million) and
included the pre-tax accounting loss on sale of the Chemicals business
of $27 million.

Adjusted net
interest expense
Tax expense

Impairment of:
Ground Support business (i)

(848.4)

–

(848.4)

NPAT of $7 million included 5 months of earnings of $20 million and
an accounting net loss from divestment of $13 million.

Ammonium Nitrate assets (ii)

(730.0)

41.5

(688.5)

Transformation Program

(iii)

(306.0)

12.7

(293.3)

(1,884.4)

54.2

(1,830.2)

Other assets
Total

Non-controlling interests
in impairment of assets
Individually material
items attributable to
shareholders of Orica

138.6

(1,691.6)

In August 2015, Orica announced that it had conducted a full review of
its business and its operating model in the context of the ongoing
challenging conditions facing the mining sector and the oversupplied
ammonium nitrate market. Orica recognised the following impairments:
(i) Following management’s review of the business structure, the
Ground Support business was re-established during August 2015
as a separate business and reportable segment to give it greater
focus, to better assess its performance and provide greater
optionality for its future. The 2015 operating results for this
segment were down on prior periods due to weak volumes,
particularly into global coal markets, and lower pricing in the USA.
Goodwill in relation to Ground Support has been allocated to a
separate segment. It therefore no longer benefits from the available
headroom within its previously allocated regional Mining Services
segment. As a result of the change in business structure and
continued downturn, the carrying value of the goodwill and other
identifiable assets in Ground Support are no longer supported and
have therefore been impaired.
8

The purpose of the transformation program is to improve the
Company’s cost base, efficiency, asset management capabilities,
customer focus and commercial agility to ensure Orica’s capacity
to sustain profitable growth across varying market conditions.
Good progress has been made on the transformation program during
the year. Gross benefits of $175 million were delivered during the year
offset by associated one-off implementation costs of $81 million.
Approximately $60 million of the benefits were achieved through
supply efficiencies and renegotiation of supplier contracts,
rationalisation and optimisation of Orica’s extensive AN and Initiating
Systems (IS) networks, and product rationalisation.
The remaining benefits were achieved through manufacturing
optimisation initiatives and labour efficiencies including improved plant
productivity, increased capacity through plant debottlenecking, and
organisational structural changes resulting in a reduction of 828 full
time equivalent (FTE) employees in FY15.
For the 2016 financial year, the transformation program is forecast
to deliver an incremental net benefit of approximately $50 million
– $60 million.
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New Operating Model
During the year, Orica announced a new operating model to simplify operations, improve visibility of each area’s performance, and enable the
business to respond to customer needs more effectively. The new model ensures the areas of the business closest to the customers – the operating
regions – have accountability for end-to-end customer service delivery, operational and financial performance. The regions will be supported by
Group functions, which will embed global processes and standards to ensure consistency of service and governance company-wide. The model is
effective from 1 October 2015.

Performance Overview – Mining Services
Mining Services manufactures and supplies commercial explosives and blasting systems including services and solutions to the mining and infrastructure
markets and supply of sodium cyanide for gold extraction.

Explosives Sales Volumes and percent change vs. 2014
AN (i)
’000 tonnes

Emulsion Products (ii)

Total

kt

%

kt

%

kt

%

319

(5%)

798

(9%)

1,117

(8%)

825

5%

424

8%

1,249

6%

254

1%

417

(1%)

670

-

EMEA

35

11%

390

(1%)

424

-

Asia (iv)

168

(2%)

129

7%

296

2%

1,600

2%

2,157

Australia/Pacific
North America

(iii)

Latin America

Total
(i)
(ii)
(iii)
(iv)

(2%)

3,757

(1%)

AN includes prill and solution.
Emulsion products include bulk emulsion & packaged emulsion.
2014 AN volumes have been restated to exclude volumes sourced on behalf of joint venture partners.
Included in “Mining Services Other” as disclosed in Note 1 within the Orica Annual Report.

Earnings
Year ended 30 September

2015
A$M

2014
A$M

Change
%

4,789.8

4,745.8

1%

Sales Revenue
Explosives

300.1

318.0

(6%)

5,089.9

5,063.8

1%

Australia / Pacific

447.6

549.5

(19%)

North America

122.8

112.6

9%

Latin America

69.7

71.5

(3%)

EMEA

94.5

82.3

15%

Global Hub – North America

126.5

72.7

74%

Global Hub – Latin America

48.4

39.5

23%

(44.5)

14.0

> (100%)

Total Other

130.4

126.2

3%

EBIT

865.0

942.1

(8%)

Mining Chemicals
Total Revenue
EBIT

Other:

Asia & Other(i)

(i)

Includes Asia trading, Global Hub operational costs and other central costs associated with Mining Services.

Orica operates a Global Hub representing a centralised functional model across purchasing, manufacturing, supply chain and research and
development activities. By centralising these activities into a single location, operational performance is optimised through centralised planning and
control and removal of duplication. The North America and Latin America EBIT contributions as disclosed in their respective regional summaries
include the Global Hub contributions associated with sales in these regions.
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Mining Services – Regional Summaries
Australia / Pacific
Year ended 30 September
AN and emulsion product volumes (’000 tonnes)
Total sales revenue ($ million)
EBIT ($ million)

2015

2014

Change
%

1,117

1,213

(8%)

1,670.9

1,892.9

(12%)

447.6

549.5

(19%)

Volumes

Onsite services

Explosives volumes were down 8% (96kt) with a reduction in volumes
into Eastern Australian coal markets (down 10%) and lower demand
from iron ore (down 14%), partly offset by an increase in volume to
third party suppliers. Underlying demand from coal markets was down
3% versus the prior year due to soft market conditions and mine
planning changes, whilst a further 7% reduction in volume was due to
net contract losses in the period. Volume into iron ore was impacted by
subdued demand, postponement of customer growth plans in the
Pilbara region as well as mine closures.

Revenue from services (excluding advanced services) decreased 19% in
the period, impacted by lower volume, contract losses and a decrease
in service levels requested by customers due to cost pressures.

Lower demand negatively impacted utilisation rates at manufacturing
facilities, with volume from the Yarwun ammonium nitrate production
facility particularly impacted, down 26% (109kt) versus the pcp.
Production capacity has now been curtailed at Yarwun, to
approximately 290kt per annum.
Cyanide volumes were up 7% driven by a combination of new business
and growth from existing customers.
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Advanced products and services
Revenue from advanced products and services as a percentage of total
explosives revenue increased to 23% from 21% in the pcp.

Pricing
Pricing across all product groups was lower reflecting soft market
conditions and strategic pricing arrangements agreed with a number of
customers in return for contract extensions. These arrangements ensure
volume and pricing certainty in future years.

Costs
Underlying costs are down versus the pcp with net transformation
benefits more than offsetting one-off costs associated with curtailing
production at Yarwun.
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North America
Year ended 30 September
AN and emulsion product volumes (’000 tonnes)
Total sales revenue ($ million)

2015

2014

Change
%

1,249

1,175

6%

1,484.3

1,358.0

9%

122.8

112.6

9%

126.5

72.7

74%

249.3

185.3

35%

EBIT
Regional segment
Add: Global Hub

(i)

Total EBIT ($ million)
(i)

The EBIT represents earnings made by the Global Hub from North America customers.

Volumes

Advanced products and services

Explosives volumes were up 6% (74kt), largely due to increased
volumes into coal and iron ore markets. Volumes into coal markets
were up 15% versus the pcp with market share gains, mostly through
indirect channels, more than offsetting weak underlying market
demand which was down approximately 8% versus 2014.

Revenue from advanced products and services as a percentage of total
explosives revenue increased to 24% from 21% in the pcp. This reflects
the growing interest from miners to try new blasting techniques to
drive mine productivity.

Quarry and construction markets in the USA showed moderate growth,
although this was offset by lower construction and infrastructure
projects in Canada.
Volumes into metals markets were up 7%, driven primarily by increased
volumes into precious metals mines in Canada and increased volumes
through indirect channels.
Higher demand positively impacted utilisation rates at the Carseland
manufacturing facility, with production volume up 7% versus the pcp.

Pricing
Pricing for explosives was slightly down due to price for term
arrangements made during the period.

Costs
Significant benefits were delivered through the transformation
program, particularly through the supplier efficiency program, reducing
the average cost of material inputs.

Foreign Exchange
Foreign exchange movements contributed favourably to EBIT by
$31 million.
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Latin America
Year ended 30 September
AN and emulsion product volumes (’000 tonnes)
Total sales revenue ($ million)

2015

2014

Change
%

670

672

(0%)

1,003.6

963.5

4%

69.7

71.5

(3%)

48.4

39.5

23%

118.1

111.0

6%

EBIT
Regional segment
Add: Global Hub

(i)

Total EBIT ($ million)
(i)

The EBIT represents earnings made by the Global Hub from Latin America customers.

Volumes

Pricing

Explosives volumes were flat versus the pcp with growth in Peru and
Argentina offset by lower volumes in Chile and Colombia.

Pricing has come under some pressure during the period due to weak
market conditions. Some strategic pricing arrangements have been
agreed with a number of customers in the second half of the year
in return for contract extensions.

Whilst overall volume was flat, mix had a negative impact with contract
losses in full service accounts offset by contract wins in wholesale
accounts delivering lower margins.

Advanced products and services
Advanced products and services revenue increased 2% versus the pcp
driven by projects in Chile and Peru which offset the impact of lower
volumes resulting from a significant contract loss in Chile in the
second half.

12

Costs
Net transformation benefits and additional regional efficiency initiatives
have positively impacted EBIT in the period.

Foreign Exchange
Foreign exchange movements contributed favourably to EBIT by
$17 million.
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Europe, Middle East and Africa (EMEA)
Year ended 30 September
AN and emulsion product volumes (’000 tonnes)
Total sales revenue ($ million)
EBIT ($ million)

2015

2014

Change
%

424

426

(0%)

814.2

754.6

8%

94.5

82.3

15%

Volumes

Pricing

Explosives volumes were flat year on year, with growth in the Nordics
and Africa offset by lower volumes into Turkey.

Pricing across explosives was generally flat to slightly down.

Advanced products and services
Revenue from advanced products and services increased 25% in
the period due mainly to new contracts in Norway and CIS and 42%
growth in revenue from electronic blasting systems, mainly from Africa.

Costs
The transformation program is well advanced with net benefits realised
in the period.

Foreign Exchange
Foreign exchange movements contributed favourably to EBIT by
$2 million.
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Other (Asia, Global Hub and Head Office)
Year ended 30 September
AN and emulsion product volumes (’000 tonnes)
Total sales revenue ($ million)

2015
A$M

2014
A$M

Change
%

296

291

2%

116.9

94.8

23%

126.5

72.7

74%

EBIT
Global Hub – North America

48.4

39.5

23%

Asia and Other

(44.5)

14.0

> (100%)

Total EBIT ($ million)

130.4

126.2

3%

Global Hub – Latin America

The respective hub contributions associated with centralising activities
(including purchasing, manufacturing, supply chain and research and
development) in relation to the North American and Latin American
operations are discussed above.

Volumes – Asia
Explosives volumes in Asia increased 2% (5kt) versus the pcp impacted
by higher volumes in Indonesia, largely into the spot market, and India,
offset by lower volumes into Mongolia and the Philippines.

Pricing
Pricing for explosives products declined versus the pcp with lower spot
pricing in Indonesia impacted by the increased availability of imported
AN. This has also put downward pressure on pricing in the Indonesian
contracted market. Pricing in India also declined due to increased
competition.

Costs and Other Items

Whilst volumes in Indonesian domestic markets were up versus the pcp,
production volumes from the Bontang AN manufacturing facility were
down 7% impacted by lower exports to Australia due to softness in the
Pilbara iron ore market.

Costs were higher in 2015 due to incremental costs incurred on the
supply efficiency transformation program of $23 million, incremental
impairments for trade receivables and inventories of $11 million and
the impairment of intangibles of $7 million. In addition, the 2014 EBIT
result included a gain on asset sale of $8 million.

Advanced products and services

Foreign Exchange

Revenue from advanced products and services increased 17% versus
the pcp driven by strong sales of electronic blasting systems and
premium bulk products.

Foreign exchange movements contributed favourably to EBIT by
$2 million.
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Performance Overview – Ground Support

Revenue

Ground Support manufactures and supplies specialty bolts, accessories
and chemicals for stabilisation and ventilation systems in underground
mining and civil tunnelling works.

Revenue was down 14% versus the pcp. This was due to weak
volumes, particularly into global coal markets, and lower pricing,
particularly in North America. Pricing elsewhere was flat to slightly
down.

Earnings
Year ended 30 September

2015
A$M

2014
A$M

Change
%

Total sales revenue

566.1

658.8

(14%)

EBIT

(19.4)

10.8

> (100%)

Costs
Transformation activities had a positive impact on costs as the business
continues to reduce costs in response to difficult market conditions.

Foreign Exchange
As a result of the geographical spread of the business operations,
foreign exchange movements did not impact EBIT.

Volumes
Continued weakness in demand across most markets resulted in weak
volumes for both steel and resin/powders down 13% and 18%
respectively versus the pcp.

Group Balance Sheet
As at 30 September
Inventories

2015
A$M

2014
A$M

Movement
A$M

598.7

727.4

(128.7)

Trade Debtors

751.4

863.0

(111.6)

Trade Creditors

(843.1)

(944.3)

101.2

507.0

646.1

(139.1)

Net Property, Plant & Equipment

2,917.9

3,794.9

(877.0)

Intangible assets

1,633.2

2,388.5

(755.3)

(44.8)

(193.7)

148.9

Total Trade Working Capital

Net other liabilities

(2,026.1)

(2,236.7)

210.6

Net Assets

2,987.2

4,399.1

(1,411.9)

Orica shareholders’ equity

2,984.6

4,263.0

(1,278.4)

Net debt

Non controlling interests
Total Equity

2.6

136.1

(133.5)

2,987.2

4,399.1

(1,411.9)

Total
Impact
A$M

Non
controlling
interests
A$M

Total
(Orica
share)
A$M

Commentary on Balance Sheet
Asset Impairment Impact
The table below describes the impact of the asset impairment on the Balance Sheet.
Net Property,
Plant &
Equipment
A$M

Intangible
assets
A$M

Net other
assets
A$M

Tax
A$M

Ground support business

(15.4)

(829.7)

(3.3)

-

(848.4)

-

(848.4)

Ammonium nitrate assets

(685.6)

-

(44.4)

41.5

(688.5)

39.8

(648.7)

Other assets

(246.6)

(57.1)

(2.3)

12.7

(293.3)

98.8

(194.5)

Total

(947.6)

(886.8)

(50.0)

54.2

(1,830.2)

138.6

(1,691.6)
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Other Balance Sheet Movements
Trade working capital (TWC) reduced by $139 million. Excluding the
impact of the Chemicals business sale of $143 million, TWC increased
by $4 million comprising a foreign exchange translation impact of
$62 million, and an underlying decrease of $58 million. The underlying
improvement was largely due to a reduction in inventory of $38 million
and receivables of $14 million.
Net Property, Plant & Equipment (PP&E) decreased by $877 million
primarily due to the impairment of assets of $948 million and the
disposal of the Chemicals business of $338 million. These movements
were partly offset by a net increase of $409 million on PP&E which
included spend on growth and sustaining capital of $316 million,
capitalisation of interest of $24 million, increases in environmental and
remediation provisions of $56 million, a positive foreign exchange
translation impact of $297 million less depreciation of $263 million and
disposals of $21 million. Spending on growth projects in the period
included the Burrup ammonium nitrate project of $74 million and
on-site emulsion plants in Brazil, Canada and CIS of $22 million.
Intangible assets decreased by $755 million primarily due to the
impairment of assets of $887 million and the disposal of the Chemicals
business of $144 million. These movements were partly offset by a net
increase of $276 million on intangibles which included spend on global
information technology platform and research and development
projects of $102 million, capitalisation of interest of $13 million, a
positive foreign exchange translation impact of $210 million less
amortisation of $43 million and other disposals of $7 million.
Net other liabilities decreased by $149 million primarily due to an
increase in net tax balances of $234 million, impacted by the asset
impairment and foreign exchange, and the disposal of the Chemicals
business of $53 million. This was partly offset by a $106 million increase
in provisions and deferred Chemicals separation costs, and the receipt
of proceeds from prior year asset sales reducing the net receivable by
$30 million.

Net debt decreased by $211 million. The decrease is due to net
proceeds received from the sale of the Chemicals business of
$652 million, net operating cash flows of $739 million and net
proceeds from the sale of surplus assets and investments and
businesses of $66 million, offset by capital expenditure of $453 million,
dividend payments of $373 million and share buy-back spend of
$53 million. In addition, net debt was impacted by $369 million from
non-cash movements comprising foreign exchange translation and
market valuations on derivatives.

Share buy-back program
On the 2nd March 2015, Orica announced an on-market share buy-back
program of up to $400 million to be completed over 12 months.
On 7 August 2015, Orica announced it would review the buy-back in
the context of the business environment, Orica’s cash flow, dividend
and gearing position. The total number of shares purchased under the
buy-back was 2,629,765 for a total consideration of $53.5 million.
There has been no further share buy-back activity since that time.
Within the context of the challenging operating environment and
following discussions with a range of stakeholders, including investors,
lenders and rating agencies, Orica has cancelled the share buy-back
program, with immediate effect.

Debt Management
Net debt of $2,026 million comprises cash at bank of $274 million
and gross debt of $2,300 million.
Gross debt of $2,300 million comprises $2,037 million of US Private
Placements and $263 million of committed and other bank facilities.
The duration of drawn debt is 5.8 years (5.7 years pcp).
Undrawn committed bank facilities of $1,670 million, with total debt
facilities totalling $3,933 million provide for a strong liquidity position.
Gearing increased to 40.4% (pcp: 33.7%), primarily as a result of the
impairment of assets.
Orica’s Standard & Poor’s credit rating is BBB (Stable Outlook).
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Group Cash Flow
Year ended 30 September

2015
A$M

2014
A$M

Variance
A$M

EBIT

689.4

929.7

(240.3)

Add: Depreciation

263.0

262.2

0.8

Add: Amortisation

42.7

38.6

4.1

995.1

1,230.5

(235.4)

(83.6)

51.0

(134.6)

8.9

(20.3)

29.2

EBITDA
Movement in Working Capital
Trade Working Capital (i)
Non trade Working Capital

(ii)

Net interest paid

(124.9)

(143.3)

18.4

Net income tax paid

(163.2)

(209.5)

46.3

Non cash items and foreign exchange

107.1

8.7

98.4

Net operating cash flows

739.4

917.1

(177.7)

(193.1)

(202.7)

9.6

(260.2)

(301.0)

40.8

Capital Expenditure
Sustaining capital (iii)
Growth capital

(iv)

(453.3)

(503.7)

50.4

Acquisitions

(1.3)

(4.6)

3.3

Proceeds from surplus assets

59.4

50.1

9.3

652.2

–

652.2

7.8

1.6

6.2

264.8

(456.6)

721.4

1,004.2

460.5

543.7

Total Capital Expenditure

(v)

Proceeds from sale of Chemicals business
Proceeds from sale of investment and businesses
Net investing cash flows
Net operating and investing cash flows

1.1

2.1

(1.0)

–

13.9

(13.9)

(53.5)

–

(53.5)

Movement in borrowings

(555.9)

(176.4)

(379.5)

Dividends paid – Orica Limited

(356.1)

(267.4)

(88.7)

(16.7)

(17.4)

0.7

(981.1)

(445.2)

(535.9)

23.1

15.3

7.8

Net proceeds from share issues (inclusive of non controlling interests)
Net proceeds from LTEIP (vi)
Share buy back

Dividends paid – non controlling interest shareholders
Net financing cash flows
Net cash flows
(i)
(ii)

(iii)
(iv)
(v)

(vi)

Opening trade working capital (TWC) less closing TWC (excluding TWC acquired and disposed of during the year).
Non trade working capital: primarily includes other receivables, other assets, other payables and provisions. Movement: opening non trade working capital (NTWC)
less closing NTWC (excluding NTWC acquired and disposed of during the year).
Capital expenditure other than growth expenditure.
Capital expenditure that results in earnings growth through either cost savings or increased revenue.
Total growth and sustaining expenditure reconcile to total payments for property plant and equipment and intangibles as disclosed in the Statement of Cash Flows
within the Orica Annual Report.
LTEIP: Long Term Employee Equity Incentive Plans.
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Commentary on Cash Flow movements
Net operating and investing cash flows increased by $544 million
to $1,004 million (pcp: $461 million). After excluding the net cash
proceeds from the sale of the Chemicals business of $652 million, net
operating and investing cash flows decreased by $109 million from
the pcp. This was mainly due to lower net operating cash flows of
$178 million offset by lower capital expenditure of $50 million.
Net operating cash inflows decreased by $178 million to $739 million
(pcp: $917 million). The decrease reflected lower earnings for 2015
of $235 million (continuing operations: $155 million and discontinued
operations: $80 million) and higher cash outflows for trade working
capital of $135 million, of which $102 million related to discontinued
operations. These lower cashflows were partially offset by non cash
items and foreign exchange movements of $98 million, lower cash
outflows on interest and income tax of $65 million and higher cash
inflows of $29 million from non-trade working capital, impacted by
increases in provisions.
Net investing cash increased by $721 million to $265 million (pcp:
outflow $457 million), mainly due to net cash proceeds received from
the sale of the Chemicals business of $652 million and lower spend
on capital expenditure of $50 million.
Net financing cash outflows increased by $536 million to $981 million
(pcp: $445 million). The increase reflected a net repayment of
borrowings of $380 million, higher dividend payments as a result of
the on-market share purchase of $67 million to satisfy the Dividend
Reinvestment Plan (pcp: $82 million worth of shares were issued to
satisfy the Dividend Reinvestment Plan), share buy-back spend of
$53 million, and no repayments of LTEIP loans (pcp: $14 million).

Strategy and Risk
Overview of Orica’s business strategy
Orica’s strategy is to create sustainable shareholder value through
customer focused and capital efficient supply of advanced blasting
services, mining chemicals and ground support services and products.
These are delivered through Orica-owned manufacturing and
third-party sourcing that underpins security of supply for customers.
Orica’s market-leading solutions maximise our customers’ capacity to:
 transform mineral resources into recoverable reserves;
 increase mine productivity and mill throughput;
 increase mineral recovery;
 reduce energy consumption;
 operate safely; and
 improve noise, vibration and fume control.
Orica’s capacity to ensure security of supply is a key differentiator and
competitive advantage. The company’s portfolio of third party supply
arrangements and its broad footprint of manufacturing and distribution
assets provide extensive supply capability across Australia Pacific, Asia,
Europe, Africa, Latin America and North America.
Risk Management
Our risk management approach is consistent with AS/NZS
ISO31000:2009 Risk Management – Principles and Guidelines,
and facilitates the ongoing assessment, monitoring and reporting
of risks, which otherwise could impede progress in delivering our
strategic priorities.
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Core to Orica’s risk management approach is a focus on the
identification and application of effective controls to both prevent and
mitigate the realisation of known risks. These controls are subject to
regular verification and assessment to ensure they are functioning as
required and opportunities for improvement are captured.
Material Business risks that could adversely affect the
achievement of future business performance
There are a number of risks, both specific to Orica and of a more
general nature that may affect the future financial performance of
Orica. A summary of Orica’s approach to the mitigation of these key
risks is outlined below.
(i) Changes to industry structure and competition
Orica’s global reach allows the company to establish and maintain
strategic relationships with customers and suppliers across multiple
markets and product groups. Orica also works to retain and grow its
market share through its differentiated products and services delivered
through a global technical services network of mining engineers,
blasting technicians and product support specialists to improve the
efficiency, productivity and safety results of customers’ operations.
(ii) Adapting to global economic movements and
market conditions
Orica recognises the need to adapt its operating model to align with
structural changes in the market place and become more efficient,
flexible and commercially agile to meet its customers’ needs. To achieve
this goal it continues to seek sustained process improvement initiatives
and develop and provide differentiated products, services and solutions
which enhance value for customers. The diverse spread of Orica’s
global operations also provides a geographic hedge against differing
market conditions and exposure to growth opportunities across a
diverse range of operating environments.
(iii) Regulatory change
Orica maintains the capacity to monitor, assess and where necessary
react to regulatory change and to maintain regulatory compliance.
Orica operates within hazardous environments, particularly in the areas
of manufacturing, storage and transportation of raw materials, products
and wastes. These potential hazards may cause personal injury and/or
loss of life, damage to property and contamination of the environment,
which may result in the suspension of operations and the imposition of
civil or criminal penalties, including fines, expenses for remediation and
claims brought by governmental entities or third parties that have the
potential to adversely impact Orica’s financial performance.
Orica is strongly focussed on the safety and health of its people, visitors
and communities through a safety culture that is based on visible
leadership and encouraging employees and contractors that no work
be undertaken if it is not safe to do so.
Orica is committed to meeting its environmental obligations. Orica
conducts remediation activities at its legacy sites. It does so in
consultation with local communities and regulatory authorities,
ensuring that responses consider the interests of all relevant parties and
applicable environmental standards. In many instances the remediation
work is regulated by statutory authorities and is the subject of ongoing
stakeholder and community engagement.
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(iv) Maintaining social licence to operate

Use of Tax Havens

Orica recognises its social licence to operate is fundamental to the
successful operation of the company. This is secured by earning and
maintaining the respect and confidence of the communities in which it
operates through constructive and respectful engagement and by
making a positive contribution to the community.

 Tax havens are not used for tax planning purposes. Orica has
operations in countries that are ‘low tax’ jurisdictions. There is genuine
operational substance in these locations, or the entities are dormant.

(v) Business disruption
Orica’s ability to sustain business operations may be impeded by a
significant business disruption. This could occur due to potential events
such as a severe weather event, industrial action, local political
instability in a foreign country in which it operates or a critical process
failure. To manage these risks Orica continually monitors its business
performance, executes business continuity programs and coordinates
incident responses in the event incidents occur.
(vi) Distribution or sub-optimal supply chain performance
Orica manages these risks through low-cost, multi-source, flexible
supply chains of mining inputs to customers in key markets delivered
through Orica’s own manufacturing capabilities, capital-efficient joint
ventures or alliances with supply partners.
(vii) Adverse funding and other treasury matters
Orica manages funding and treasury related risks by maintaining
appropriate gearing and financial metrics and a sufficient level of
available debt facilities.

 Orica’s overseas companies are subject to Australia’s international tax
rules (Controlled Foreign Corporation rules).
Accountability and Governance
 The Chief Financial Officer has oversight responsibility over the tax
risk management framework. Operational responsibility for the
execution of the Group’s tax strategy rests with the Vice President
Taxation, supported by a team of tax professionals. External tax
expertise is used where required. The Vice President Taxation reports
on tax matters bi-annually to the BARC.
Taxes Paid by Region
Orica has operations in more than 50 countries, with customers in more
than 100 countries. In 2015, Orica paid $163 million (pcp: $210 million)
globally in corporate taxes and $51 million (pcp: $53 million) globally
in payroll taxes. Orica collected and remitted $114 million
(pcp: $189 million) globally in GST/VAT. The charts shows 2015
corporate income tax paid in each region (including withholding tax
and trade taxes), and an analysis of total tax paid by type.
Corporate Tax Paid 2015

Enhanced Tax Transparency Reporting

17%

Tax Strategy and Tax Governance
The Group’s tax strategy is reviewed by the Board of Directors annually.
The tax strategy is aligned with the overall corporate strategy and
supplements the Risk Management Policy.
Compliance

AusPac $83m – 51%
13%

Latin America $15m – 9%
Other $28m – 17%

9%
10%

Total Tax Payment by Type
15%

Structure

Corporate Tax $163m – 50%

 Orica does not support the use of artificial structures that are
established just to avoid paying tax and have no commercial purpose.
Orica will not enter into any tax avoidance activities.
Relationships with tax authorities

North America $16m – 10%
EMEA $21m – 13%

 Orica is committed to complying with all relevant revenue laws, with all
taxes properly due, accounted for and paid. Tax policies and procedures
are in place to ensure tax compliance obligations are managed.
 There is an in house global tax team that manages the Group’s tax
affairs which is supplemented with external compliance support
where required.

51%

50%

GST/VAT $114m – 35%
Employer payroll
taxes $51m – 15%

35%

 Orica aims for open, transparent and respectful relationships with
tax authorities globally. Orica seeks advance rulings from taxation
authorities on transactions where appropriate.
Transfer Pricing
 Orica transfer prices its related party transactions to reflect the
substance in its operations in accordance with the Organisation for
Economic Co-operation and Development (OECD) guidelines. The
prices are benchmarked taking into account the functions, assets
and risks in the various jurisdictions.

Tax Expense
Orica is subject to the local tax rules in each country in which it operates.
Consequently, its tax rate is sensitive to the geographic mix of profits as
tax at varying rates will be due in each country where profit is earned.
Many of those countries have headline tax rates lower than 30%.
The global income tax expense before individually material items for
2015 was $174 million (pcp: $188 million), on a profit before tax of
$607 million (pcp: $814 million), giving an effective tax rate of
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28.6% (pcp: 23.1%). The tax rate is higher compared to 2014 mainly
due to a reduction in the foreign tax deductions, a prior year tax
undercharge relating to foreign tax payable and a reduction in non
taxable profit from asset sales due to the utilisation of capital losses
offset by a change in tax on the geographical profit mix.
Corporate income tax paid is different to the annual tax charge in
the financial statements principally due to the following factors:

 Global explosives volumes in the range of 3.8 million tonnes
(+/– 100kt), with reduced volumes in Australia offset by higher
volumes in North America.

 The cash tax payments are partly paid during the year and partly paid
in the following year.
 Deferred tax accounting treatment causes differences between cash
tax payments and tax expense. For example, difference in accounting
and tax depreciation amounts and differences in treatment of
provision movements.
Australian Tax Transparency – Tax Return Data for 2014
In 2013, legislation was passed requiring the Australian Tax Office to
publish specific 2014 Income Tax Return data of corporate tax entities
that report a total income of $100 million or more. Information relating
to Orica’s Australian operations is provided in the table below.
2014
A$M

2013
A$M

2,884

2,984

227

453

30%

30%

Tax liability

68

136

Offset reductions (vi)

(25)

(25)

Tax payable

43

111

Taxable income

(iii),(iv)

Statutory tax rate (v)

(i)

(ii)

(iii)

(iv)

(v)
(vi)

With the benefits from self-help initiatives, recovery in volumes
anticipated by market forecasters1, and subject to the forward price and
volume curves for key commodities largely holding, some improvement
in EBIT in FY16 is expected as earnings stabilise, with further
improvement in FY17.
Key assumptions for FY16 are:

 Corporation tax payments during the year are generally based
on estimated profits. The tax payments made during the year are
calculated partly by reference to the prior year’s tax liability, which
can cause a lag or lead impact on timing of cash tax payments as
profits fluctuate.

Total income (ii)

2016 Outlook

(i)

As would have been reported to the ATO had the new legislation taken
effect for the 2013 tax year.
Total Australian income (includes sales, dividends, interest income etc.)
before all expenses (for example, interest, employee costs, depreciation).
Taxable income after allowing for all deductible expenses and tax
exempt income.
Taxable income and tax payable are lower in 2014 compared to 2013 mainly
due to a decrease in Australian earnings, foreign exchange gains and losses
and timing adjustments in relation to provisions (eg. environmental,
employee entitlements etc.).
Australian Statutory tax rate.
Includes offset reductions of $25 million (2013 $25 million) relating to
franking credits, foreign income tax and research and development.

 Approximately $55 million to $60 million negative impact is expected
in FY16 from price resets and contract renewals.
 Sodium cyanide volumes expected to be up approximately 5% to
10% compared to FY15. Continued growth in efficiencies will largely
offset market impacts.
 Ground Support is expected to remain challenging. The separation
of the business will ensure a focus on improving performance.
The business is expected to remain cashflow positive.
 A continued focus on transformation initiatives, particularly in
supplier and manufacturing efficiencies, is expected to deliver
incremental net benefits of $50 million – $60 million. This will help
offset a range of underlying cost pressures.
 Net interest costs to be approximately 25% to 30% higher than 2015.
 Depreciation and amortisation to be approximately $300 million.
 Effective tax rate to be slightly lower than 2015 tax expense of 29%.
 Capital expenditure to be broadly in line with 2015.
1

Footnotes
Certain non-IFRS information has been included in this report. This
information is considered by management in assessing the operating
performance of the business and has not been reviewed by the Group’s
external auditor.
The following footnotes apply to this profit announcement:
(1)

Equivalent to net (loss) / profit for the year after income tax
expense and individually material items attributable to shareholders
of Orica Limited disclosed in note 1 within the Orica Annual Report.

(2)

Equivalent to net (loss) / profit for the year after income tax
expense before individually material items attributable to
shareholders of Orica Limited disclosed in note 16 within the
Orica Annual Report.

(3)

EBIT from continuing operations before individually material items
plus Depreciation and Amortisation from continuing operations.

(4)

EBIT (equivalent to Profit from operations in Note 16 within the
Orica Annual Report) from continuing operations before
individually material items.

Dividend
The directors have declared a final ordinary dividend of 56 cps.
The dividend is 36% franked at 20 cps. The dividend is payable to
shareholders on 18 December 2015 and shareholders registered as at
the close of business on 27 November 2015 will be eligible for the final
dividend. It is anticipated that dividends in the near future are unlikely
to be franked at a rate of more than 35%.
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Wood Mackenzie Long Term Forecast Q3 2015.

(5)

Total interest bearing liabilities less cash and cash equivalents.

(6)

Net debt / (net debt + equity).

(7)

EBIT / Net interest expense.

(8)

(Interim dividend cps x shares on issue at 31 March 2015) +
(Final dividend cps x shares on issue at 30 September 2015) /
NPAT before individually material items.
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