Orica Limited
ABN 24 004 145 868
Registered Office
Level 3
1 Nicholson Street
East Melbourne VIC 3002

4 June 2010

Dear Shareholder
On behalf of the Board of Directors, it is my pleasure to invite you to the Shareholders’
meetings to approve the DuluxGroup demerger which is to be held on Thursday 8 July
2010 in The Auditorium, Melbourne Exhibition Centre, 2 Clarendon Street, Southbank,
Victoria, 3002 beginning at 10.00am. A map showing the location of the Melbourne
Exhibition Centre is printed overleaf.
Enclosed with this letter is the Demerger Scheme Booklet and proxy forms for the court
ordered Scheme Meeting and General Meeting.
The Notices of Meeting which set out the business to be dealt with at each meeting can
be found in the Demerger Scheme Booklet in Sections 18 and 19, pages 174 and 177,
respectively.
If you are unable to attend, but wish to vote on any of the resolutions to be put to the
meetings, please use the personalised proxy forms enclosed for your use. You can
lodge your proxies on-line at the Orica website www.orica.com/registry. Alternatively
you can complete and return the hard copy proxy forms, in the reply paid envelope or
fax them to the number on your forms.
We look forward to seeing you at these meetings and we would be pleased if you could
join us afterwards for light refreshments.
Yours sincerely

P Duncan
Chairman

Arriving by taxi:

Drop off points are at 1 Convention Centre Place or 2 Clarendon Street, South Wharf

Arriving by tram:

Tram numbers 96, 112 and 109 travel down Spencer/Clarendon Streets and stop
opposite the Clarendon Street entrance of the Melbourne Exhibition Centre
Tram numbers 48 and 70 stop at the end of Flinders Street. Walk towards the Yarra
River, across the new pedestrian bridge

Arriving by train:

Take the train to Southern Cross Station. Tram numbers 96, 109 and 112 travel past
Southern Cross Station down Spencer/Clarendon Streets and stop opposite the
Melbourne Exhibition Centre
www.metlinkmelbourne.com.au

Arriving on foot:

Pedestrian access is along Southbank or across the new pedestrian bridge

Parking:

Parking is available at the Melbourne Exhibition Centre and adjacent car parks

Clarendon St
Entrance

The Auditorium
Melbourne Exhibition
Centre

Demerger
of DuluxGroup Limited
by Orica Limited
Orica Limited ABN 24 004 145 868

Vote in
favour

Each Orica Director recommends that you vote in favour
of the resolutions to approve the Demerger.
The Independent Expert has concluded that the Demerger
is in the best interests of Orica Ordinary Shareholders.
The Demerger will be effected through a scheme of arrangement, capital reduction and special demerger dividend
by Orica Limited.
This is an important document and requires your immediate attention. You should read this document in its entirety,
taking particular notice of the advantages, disadvantages and risks of the Demerger (refer to Section 4) and the risks of
an investment in DuluxGroup Shares (refer to Section 7) and of an investment in Orica Shares (refer to Section 10) before
deciding whether or not to vote in favour of the resolutions to approve the Demerger. If you are in any doubt as to what
you should do, you should consult your appropriate professional adviser before voting on the Demerger.
If you have any questions in relation to this document or the Demerger, please call the Orica Shareholder Information Line
on 1300 301 253 (within Australia), or +612 8280 7754 (international) on weekdays between 8.30am and 7.30pm (AEST).
This document is neither an offer to sell, nor a solicitation of an offer to buy, securities, as those terms are defined under
the US Securities Act of 1933, as amended.
DuluxGroup Limited is an Australian company which owns the Dulux® trade mark in Australia, New Zealand,
Papua New Guinea, Samoa and Fiji. DuluxGroup Limited is not associated with, and has no connection to, the owners
of the Dulux® trade marks in any other countries, nor does it sell Dulux® products in such countries.

Financial adviser to Orica

Financial adviser to Orica

Pre demerger

Important information

General
Orica Shareholders should read this Booklet in its
entirety before making a decision as to how to vote on
the resolutions to be considered at the Scheme Meeting
and the General Meeting.
Purpose of this Booklet
This Booklet sets out the effects of the Demerger,
certain information required by law and all other
information known to the Orica Directors which is
material to the decision of Orica Shareholders to vote
in favour of, or against, the resolutions to effect the
Demerger (other than information previously disclosed
to Orica Shareholders) and includes:
–	the Explanatory Statement, as required by
section 412 of the Corporations Act, in relation to
the Scheme; and
–	a statement of all the information known to Orica
that is material to Orica Shareholders in deciding
how to vote on the Capital Reduction Resolution, as
required by section 256C(4) of the Corporations Act.
A copy of this Booklet has been lodged with ASIC in
accordance with section 256C(5) of the Corporations
Act and registered by ASIC under section 412(6) of the
Corporations Act. Neither ASIC nor any of its officers
takes any responsibility for the contents of this Booklet.
In addition to this Booklet, a copy of the full version
of the Independent Expert’s Report can be obtained
free of charge by calling the Orica Shareholder
Information Line on 1300 301 253 (within Australia)
or +612 8280 7754 (international) on weekdays
between 8.30am and 7.30pm (AEST) or from Orica’s
website at www.orica.com.
Preparation of and responsibility for this Booklet
This Booklet (other than Sections 11, 12 and 13) has
been prepared by Orica and the Orica Board as at the
date of this Booklet and Orica is responsible for the
content of this Booklet.
KPMG Transaction Services (Australia) Pty Limited has
prepared the Investigating Accountant’s Report and
takes responsibility for that report. A copy of that report
is set out in Section 11.
Grant Samuel has prepared the Independent Expert’s
Report and a concise verison of the Independent
Expert’s Report which is contained in Section 12.
Grant Samuel takes responsibility for that report
(including the concise version). A copy of the full

version of the Independent Expert’s Report can be
obtained free of charge by calling the Orica Shareholder
Information Line on 1300 301 253 (within Australia) or
+612 8280 7754 (international) on weekdays between
8.30am and 7.30pm (AEST) or from Orica’s website at
www.orica.com.
PricewaterhouseCoopers has prepared the letter
regarding the taxation implications of the Demerger
and takes responsibility for that letter. A copy of that
letter is set out in Section 13.
Status of this Booklet
This Booklet is not a prospectus lodged under
chapter 6D of the Corporations Act. Section 708(17)
of the Corporations Act provides that chapter 6D of
the Corporations Act does not have effect in relation to
any offer of securities if it is made under a compromise
or arrangement under part 5.1 of the Corporations
Act, approved at a meeting held as a result of an order
made by the Court under section 411(1) or (1A) of the
Corporations Act.
Foreign jurisdictions and shareholders
Orica Ordinary Shareholders who are Ineligible Overseas
Shareholders will not receive DuluxGroup Shares under
the Scheme. DuluxGroup Shares that would otherwise
be transferred to these shareholders under the Scheme
will be transferred to the Sale Agent to be sold on ASX,
with the proceeds of such sale to be paid to Ineligible
Overseas Shareholders. Refer to Sections 3.5.3 and
3.8.2 for further information.
Orica Ordinary Shareholders resident outside Australia
for tax purposes should seek specific tax advice in
relation to the Australian and overseas tax implications
of the Scheme.
This Booklet does not in any way constitute an offer
of securities in any place in which, or to any person to
whom, it would be unlawful to make such an offer.
This Booklet is neither an offer to sell, nor a solicitation
of an offer to buy, securities as such terms are defined
under the US Securities Act. The DuluxGroup Shares to
be sold through the Sale Facility have not been, and will
not be, registered under the US Securities Act, and may
not be offered, sold or resold in, or to persons in, the US
except in accordance with an available exemption from
registration under the US Securities Act.
None of the SEC, any US state securities commission or
any other US regulatory authority has passed comment
upon or endorsed the merits of the Demerger or the
accuracy, adequacy or completeness of this Booklet.

DuluxGroup does not intend to register its ordinary
shares under the US Securities Exchange Act of 1934,
as amended, and does not intend to file any documents
with the SEC. In accordance with Australian law,
DuluxGroup will make available to its shareholders
annual reports containing a description of its operations
and its annual audited consolidated financial statements
prepared in accordance with Australian Accounting
Standards (AASBs), including Australian Interpretations,
adopted by the Australian Accounting Standards Board,
which comply with the recognition and measurement
principles of International Financial Reporting Standards
and interpretations adopted by the International
Accounting Standards Board (DuluxGroup’s first annual
report will be available after the end of the financial year
ending 30 September 2010).
Financial information
Orica Shareholders should be aware that the financial
information contained in this Booklet has been
prepared and presented in accordance with the
recognition and measurement of principles of AASBs
(including Australian Interpretations) adopted by the
Australian Accounting Standards Board, which comply
with the recognition and measurement principles
of International Financial Reporting Standards and
interpretations adopted by the International Accounting
Standards Board. There are differences between
AASBs and generally accepted accounting principles
in the US (US GAAP) that may be material to the
financial information in this Booklet. Neither Orica nor
DuluxGroup has provided a quantitative reconciliation
or narrative discussion of these differences in this
Booklet. Shareholders should therefore consult their
own professional advisers for an understanding of the
differences between AASBs and US GAAP and how
those differences might affect the financial information
included in this Booklet and, more generally, the
financial results of Orica and DuluxGroup going forward.
Orica Shareholders should also note that this Booklet
contains pro forma historical financial information. In
preparing the pro forma historical financial information,
certain adjustments were made to the historical financial
information of Orica and DuluxGroup that Orica and
DuluxGroup considered appropriate to reflect the effect
of the Demerger contemplated, as described in this
Booklet. The pro forma historical financial information
does not comply, and does not purport to be in
compliance, with article 11 of regulation S-X of the SEC.
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Post demerger

Orica Shareholders should also be aware that certain
financial data included in this Booklet are “non-GAAP
financial measures” under regulation G under the
US Securities Exchange Act of 1934, as amended.
The disclosure of certain of such non-GAAP financial
measures in the manner included in this Booklet would
not be permissible under article 11 of regulation S-X
of the SEC.
The financial information contained in this Booklet is
historical only. Orica Shareholders should note that past
financial performance is not necessarily a guide to future
financial performance.
ASX listing
DuluxGroup will apply for admission to the Official List
of ASX and for official quotation of all DuluxGroup
Shares on ASX.
A copy of this Booklet has been lodged with ASX.
Neither ASX nor any of its officers takes any responsibility
for the contents of this Booklet. The fact that ASX may
admit DuluxGroup to the Official List does not make
any statement regarding, and should not be taken in
any way as an indication of, the merits of an investment
in DuluxGroup.
Investment decisions
This is an important document and should be read in
its entirety, including the risks outlined in Sections 4.4,
7 and 10. This Booklet does not take into account the
investment objectives, financial situation or needs of
any particular Orica Shareholder or any other person.
This Booklet should not be relied upon as the sole basis
for any investment decision in relation to Orica Shares,
DuluxGroup Shares or any other securities. Independent
financial and taxation advice should be sought before
making any investment decision in relation to Orica
Shares, DuluxGroup Shares or any other securities.
Forward looking statements
Certain statements in this document relate to the
future, including forward looking statements relating
to Orica and DuluxGroup’s financial position and
strategy, and generally may be identified by the use
of forward looking words such as “believe”, “aim”,
“expect”, “anticipate”, “intend”, “foresee”, “likely”,
“should”, “planned”, “may”, “might”, “is confident”,
“estimate”, “potential” or other similar words or
phrases. These forward looking statements involve
known and unknown risks, uncertainties, assumptions
and other important factors that could cause the
actual results, performance or achievements of

Orica and/or DuluxGroup to be materially different
from future results, performance or achievements
expressed or implied by such statements. Such risks,
uncertainties, assumptions and other important factors
include, among other things, the risks described in
Sections 4.4, 7 and 10. Deviations from future results,
implied performance or achievements of Orica and/or
DuluxGroup are both normal and to be expected.
Other than as required by law, neither Orica,
DuluxGroup, their officers nor any other person gives
any representation, assurance or guarantee that the
occurrence of the events expressed or implied in any
forward looking statements in this Booklet will actually
occur. You are cautioned not to place undue reliance
on those statements.
The forward looking statements in this Booklet reflect
views held only as at the date of this Booklet. Except
as required by law or the ASX Listing Rules, Orica
and DuluxGroup disclaim any obligation or undertaking
to update or revise any forward looking statement in
this Booklet.
Privacy and personal information
The collection of certain personal information is required
or authorised by the Corporations Act.
Orica, DuluxGroup and their respective share registries
(each an Organisation), may collect personal information
in the process of implementing the Demerger. The
personal information may include the names, addresses,
other contact details and details of the shareholdings
of Orica Shareholders, and the names of individuals
appointed by Orica Shareholders as proxies, corporate
representatives or attorneys at the Scheme Meeting and
the General Meeting.
Orica Shareholders who are individuals, and individuals
appointed as proxies, corporate representatives or
attorneys in respect of whom personal information is
collected as outlined in this Section have certain rights
to access their personal information. They should call the
Orica Shareholder Information Line on 1300 301 253
(within Australia) or +612 8280 7754 (international) on
weekdays between 8.30am and 7.30pm (AEST) if they
wish to request access to the personal information held
by any of the Organisations.
The personal information will be collected for
the purpose of implementing and administering
the shareholdings arising from the Demerger. An
Organisation may disclose personal information
collected by it to another Organisation, to securities

brokers, to print and mail service providers and any
other service providers and advisers engaged by an
Organisation in relation to the implementation and
administration of the shareholdings arising from
the Demerger. The personal information of Selling
Shareholders may also be disclosed to the Sale Agent
for the purposes of operating the Sale Facility.
The main consequence of not collecting the personal
information outlined in this Section would be that Orica
may be hindered in, or prevented from, conducting
the Scheme Meeting and the General Meeting and
implementing the Demerger.
Orica Shareholders who appoint an individual as their
proxy, corporate representative or attorney to vote at
the Meetings should inform such individuals of the
matters outlined in this Section.
Interpretation
Capitalised terms and certain abbreviations used in this
Booklet are defined in the Glossary in Section 15.
Unless otherwise stated, all times and dates referred to
in this Booklet are times and dates in Australian Eastern
Standard Time. All times and dates are indicative only.
All references to currency or “$” or “$A” are references
to Australian dollars unless otherwise indicated.
All references to years are references to Orica’s financial
years, ending 30 September, unless otherwise indicated.
Any discrepancies between totals in tables and sums
of components contained in this Booklet and between
those figures and figures referred to in other parts of this
Booklet are due to rounding.
Supplementary information
Refer to Section 14.11 for information about the steps
that Orica will take if information about the Scheme
needs to be updated.
Disclaimer
DuluxGroup Limited is an Australian company which
owns the Dulux® trade mark in Australia, New Zealand,
Papua New Guinea, Samoa and Fiji. It manufactures
Dulux® products in Australia, New Zealand and Papua
New Guinea and licenses the trade mark and technology
to a third party in Fiji. DuluxGroup Limited is not
associated with, and has no connection to, the owners
of the Dulux® trade marks in any other countries, nor
does it sell Dulux® products in such countries.
Date
This Booklet is dated 28 May 2010.
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Each Orica Director
recommends that you vote
in favour of the resolutions
to approve the Demerger

Orica Scheme Booklet

3

Contents
Important dates

4

Chairman’s letter

5

Summary of the Demerger

6

Actions for Orica Shareholders

8

1

Introducing DuluxGroup

10

2

Questions and answers

19

3

Details of the Demerger

30

4

Advantages, disadvantages and risks of the Demerger

42

5

Information on DuluxGroup

47

6

DuluxGroup pro forma historical financial information

66

7

Risk factors associated with an investment in DuluxGroup Shares 79

8

Information on Orica post Demerger

85

9

Orica financial information

96

10

Risk factors associated with an investment in Orica Shares

107

11

Investigating Accountant’s Report

113

12

Concise Independent Expert’s Report

122

13

Taxation implications for shareholders

137

14

Additional information

145

15

Glossary

154

16

Scheme of Arrangement

160

17

Deed Poll

168

18

Notice of Court ordered Scheme Meeting	

173

19

Notice of General Meeting

176

Corporate Directory

IBC

4

Important
dates
Event

Indicative date

Date of the First Court Hearing on which the Court convened the
Scheme Meeting

Friday, 28 May 2010

Last time and date by which proxy forms for the Scheme Meeting must be
received by the Orica Share Registry

10.00am on Tuesday,
6 July 2010

Last time and date by which proxy forms for the General Meeting must be
received by the Orica Share Registry

10.30am on Tuesday,
6 July 2010

Last time and date for determining eligibility to vote at the Scheme Meeting
and the General Meeting

7.00pm on Tuesday,
6 July 2010

Scheme Meeting

10.00am on Thursday,
8 July 2010

General Meeting

The later of 10.30am or the
adjournment or conclusion
of the Scheme Meeting on
Thursday, 8 July 2010

Court hearing for approval of the Scheme (the Second Court Hearing)

Friday, 9 July 2010

Effective Date and last date Orica Ordinary Shares trade on ASX
cum-entitlements under the Scheme

Friday, 9 July 2010

Last time and date by which Sale Facility Forms must be received
by Orica Share Registry (for Eligible Shareholders with a registered
address in Australia or New Zealand who hold 1,000 Orica Ordinary
Shares or less as at the Record Date)

7.00pm on Friday,
9 July 2010

ASX listing of DuluxGroup; DuluxGroup Shares commence trading on
ASX on a deferred settlement basis

Monday, 12 July 2010

Orica Ordinary Shares trade on ASX on an ex-Scheme entitlements basis

Monday, 12 July 2010

Time and date for determining entitlement to DuluxGroup Shares
(the Record Date)

7.00pm on Friday,
16 July 2010

Demerger Implementation Date and transfer of DuluxGroup Shares
to Eligible Shareholders

Monday, 19 July 2010

DuluxGroup Shares sold under Sale Facility

Tuesday, 20 July 2010 to
Tuesday, 10 August 2010

Dispatch of holding statements to Eligible Shareholders

Wednesday, 21 July 2010

Normal trading of DuluxGroup Shares commences

Thursday, 22 July 2010

Dispatch of payment to Selling Shareholders

Expected to be by Friday,
13 August 2010

All dates and times following the date of the Scheme Meeting and General Meeting are indicative only and, among other things, are subject to all
necessary approvals from the Court and other regulatory authorities. Any changes to the timetable (which may include an earlier or later date for the
Second Court Hearing) will be announced through ASX and notified on Orica’s website at www.orica.com.
All times and dates referred to in this Booklet are times and dates in Australian Eastern Standard Time, unless otherwise indicated.
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“The Demerger provides you with
the opportunity to own a direct
interest in DuluxGroup, the leading
provider of premium branded
coatings and home improvement
and garden care products in
Australia and New Zealand.”
28 May 2010
Dear Orica Shareholder
On behalf of the Orica Board, I am delighted to present
you with this Booklet and invite you to support the
demerger of DuluxGroup to form an independent
ASX-listed company. The Demerger provides you with the
opportunity to own a direct interest in DuluxGroup, the
leading provider of premium branded coatings and home
improvement and garden care products in Australia and
New Zealand.

After considering the advantages, disadvantages and
risks of the Demerger, the Orica Directors unanimously
consider that the Demerger is in the best interests of Orica
Shareholders. Grant Samuel, the Independent Expert
appointed by Orica, has also concluded that the Demerger
is in the best interests of Orica Ordinary Shareholders.
A concise version of the Independent Expert’s Report is
contained in Section 12.

The Orica and DuluxGroup businesses are significantly
different in terms of market segments, strategy and
geographic focus. Over time, Orica has substantially
grown its core mining services and chemicals businesses
through organic growth, acquisitions and investments.
The Orica Directors see a range of highly attractive global
expansion opportunities to continue this strategy, such as
the construction of an ammonium nitrate plant in Bontang,
Indonesia. DuluxGroup is a high quality, growing business
and the Orica Directors consider that the position of the
DuluxGroup businesses and market conditions are now
conducive to a separation of DuluxGroup to form an
independent company.

Each Orica Director recommends you vote in favour of the
Demerger Resolutions and each Orica Director intends to
vote any Orica Shares he or she holds or controls in favour
of the Demerger Resolutions.

The Orica Directors are of the view that the Demerger will
enhance the value of Orica shareholders’ investment over
time, by enabling each of Orica and DuluxGroup to:
–– better focus on its business strategy, growth objectives
and core competencies, supported by a dedicated
board and management team;
–– adopt a tailored capital structure and dividend policy
appropriate to its financial profile and business
objectives;
–– respond with greater flexibility to challenges and
opportunities as they arise; and

I encourage you to read this Booklet carefully as it contains
important information to assist you to make an informed
decision about how to vote on the Demerger Resolutions.
I, and the other Orica Directors, urge you to vote on the
Demerger Resolutions (in person, by proxy, by attorney or,
in the case of a corporation, by corporate representative)
at the Meetings to be held on Thursday, 8 July 2010
at The Auditorium, Melbourne Exhibition Centre,
2 Clarendon Street, South Wharf, Melbourne.
If you have any questions in relation to this Booklet
or the Demerger, please call the Orica Shareholder
Information Line on 1300 301 253 (within Australia) or
+612 8280 7754 (international), visit the Orica website
at www.orica.com or consult your stockbroker, solicitor,
accountant and/or other professional adviser.
On behalf of the Orica Board, I encourage your support
of the Demerger and look forward to your continuing
involvement with Orica.

–– better attract shareholders with a specific
industry focus.
If the Demerger proceeds, it will be implemented via a
scheme of arrangement under which Eligible Shareholders
will receive one DuluxGroup Share for each Orica Ordinary
Share. Eligible Shareholders will have the choice to retain
both their Orica Shares and DuluxGroup Shares or sell
either or both shares, providing a greater degree of
investment choice than at present.

Peter Duncan
Chairman
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Summary of
the Demerger
Summary

The Demerger involves the separation of DuluxGroup from Orica to create a new
ASX-listed company called DuluxGroup Limited. If the Demerger proceeds, Orica Ordinary
Shareholders’ investment in Orica will be divided into separate investments in two market
leading, ASX-listed entities – Orica and DuluxGroup.

Demerger Entitlement

If the Demerger proceeds, Eligible Shareholders will:
–– keep their existing Orica Shares; and
–– receive one DuluxGroup Share for every Orica Ordinary Share they hold as at the
Record Date.
Eligible Shareholders do not need to pay any money for the DuluxGroup Shares that they
are entitled to receive under the Demerger.

Demerger rationale

The Orica Directors are of the view that the Demerger will enhance the value of Orica
Shareholders’ investment over time, by enabling each of Orica and DuluxGroup to:
–– better focus on its business strategy, growth objectives and core competencies,
supported by a dedicated board and management team;
–– adopt a tailored capital structure and dividend policy appropriate to its financial profile
and business objectives;
–– respond with greater flexibility to challenges and opportunities as they arise; and
–– better attract shareholders with a specific industry focus.

Orica Directors’
recommendation

The Orica Directors are of the view that the advantages of the Demerger outweigh
its disadvantages and risks and that the Demerger is in the best interests of both Orica
Shareholders and Orica.
Accordingly, each Orica Director recommends that you vote in favour of the Demerger
Resolutions at the Scheme Meeting and the General Meeting. Each Orica Director
intends to vote any Orica Shares held or controlled by him or her in favour of the
Demerger Resolutions.

Independent Expert’s
opinion

The Independent Expert has concluded that the Demerger is in the best interests of
Orica Ordinary Shareholders. The Independent Expert has also concluded that the
Capital Reduction will not materially prejudice Orica’s ability to pay its creditors.

Scheme Meeting and
General Meeting

A Scheme Meeting of Orica Ordinary Shareholders will be held at 10.00am on Thursday,
8 July 2010 at The Auditorium, Melbourne Exhibition Centre, 2 Clarendon Street,
South Wharf, Melbourne.
A General Meeting of Orica Shareholders will be held at the later of 10.30am or the
adjournment or conclusion of the Scheme Meeting on Thursday, 8 July 2010.

Steps to implement
the Demerger

At the First Court Hearing on 28 May 2010, Orica obtained an order from the Court
to convene the Scheme Meeting.
The key remaining steps to implement the Demerger are:
–– approval of the Scheme by Orica Ordinary Shareholders at the Scheme Meeting;
–– approval of the Capital Reduction by Orica Shareholders at the General Meeting;
–– the declaration of the Demerger Dividend by Orica;
–– the satisfaction or waiver of all conditions to the Demerger by the time of the Second
Court Hearing;
–– approval of the Scheme by the Court at the Second Court Hearing; and
–– approval of admission of DuluxGroup to the Official List of ASX and the official
quotation of DuluxGroup Shares by ASX.

Orica Scheme Booklet
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Following lodgement of the Court order with ASIC, the Scheme will become effective
and be implemented. This will involve the Capital Reduction Amounts and the Demerger
Dividend Amounts being applied by Orica, on behalf of Orica Ordinary Shareholders,
to the transfer to those shareholders of one DuluxGroup Share for each Orica Ordinary
Share held on the Record Date (except in the case of Selling Shareholders). No amount
of cash will be paid to Orica Shareholders as a result of the Capital Reduction or
Demerger Dividend.
If the Scheme becomes effective, DuluxGroup Shares will trade separately on ASX.
This is expected to be on and from 12 July 2010 (initially on a deferred settlement basis).

Shareholder approvals

The Scheme must be approved by:
–– a majority in number (more than 50%) of Orica Ordinary Shareholders present and
voting at the Scheme Meeting (whether in person or by proxy); and
–– at least 75% of the total number of votes cast on the resolution by Orica Ordinary
Shareholders present and voting at the Scheme Meeting (whether in person or
by proxy).
The Capital Reduction must be approved by a simple majority of votes cast by Orica
Shareholders (including both Orica Ordinary Shareholders and Orica SPS Holders) on the
Capital Reduction Resolution. The Demerger is not conditional on the LTEIP Resolution.

Sale Facility

Eligible Shareholders with a registered address in Australia or New Zealand who
are not acting for the account or benefit of persons in the US and who hold 1,000
Orica Ordinary Shares or less as at the Record Date may elect to have all the DuluxGroup
Shares that they would otherwise receive under the Demerger sold on ASX by the
Sale Agent and the proceeds remitted to them as soon as practicable following the
sale of those shares (which is expected to be no more than 15 Business Days after
the Demerger Implementation Date), free of any brokerage costs or stamp duty.

Ineligible Overseas
Shareholders

Orica intends to notify Orica Ordinary Shareholders who Orica is aware are Ineligible
Overseas Shareholders for the purposes of the Demerger by mail prior to the Meetings.
Ineligible Overseas Shareholders are Orica Ordinary Shareholders whose addresses
are shown in the Orica Share Register on the Record Date as being outside Australia,
New Zealand, the United Kingdom, the US and the other countries referred to in
Section 3.5.2.
Ineligible Overseas Shareholders will not receive DuluxGroup Shares. Those DuluxGroup
Shares to which Ineligible Overseas Shareholders would otherwise be entitled will be
transferred to the Sale Agent and sold on ASX, with the proceeds remitted to them as
soon as practicable following the sale of those shares (which is expected to be no more
than 15 Business Days after the Demerger Implementation Date), free of any brokerage
costs or stamp duty.

DuluxGroup
relationship with
Orica post Demerger

Orica will not own any shares in DuluxGroup after the Demerger (other than a small
number of DuluxGroup Shares, which a subsidiary of Orica may hold as trustee for
employees under the Orica Share Acquisition Plan). Certain contractual arrangements
have been entered into between Orica and DuluxGroup in relation to the separation of the
businesses and ongoing supply arrangements. Refer to Section 3.9 for further information.
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Actions
for Orica
Shareholders
Enclosed with this Booklet are:
–– A blue Scheme Meeting Proxy Form and a white
General Meeting Proxy Form. If you are unable to
attend the Scheme Meeting and General Meeting in
person, you can lodge your proxy forms on line at the
Orica website, www.orica.com/registry. Alternatively,
complete and return these forms using the enclosed
reply paid envelope, or by fax on +612 9287 0309.
All forms must be received by the Orica Share Registry
by 10.00am on Tuesday, 6 July 2010 for the Scheme
Meeting Proxy Form and by 10.30am on Tuesday,
6 July 2010 for the General Meeting Proxy Form. Proxy
forms can also be hand delivered to the Orica Share
Registry at Level 12, 680 George Street, Sydney NSW
or Level 1, 333 Collins Street, Melbourne Victoria.
–– A yellow Sale Facility Form. If you are an Eligible
Shareholder with a registered address in Australia or
New Zealand who holds 1,000 Orica Ordinary Shares
or less as at the Record Date, and you wish to have all
the DuluxGroup Shares that you would receive under
the Demerger sold on ASX by the Sale Agent and the
proceeds remitted to you, free of any brokerage costs
or stamp duty, you should also complete and return
this form using the enclosed reply paid envelope, or
by fax on +612 9287 0309 so that it is received by the
Orica Share Registry by 7.00pm on Friday, 9 July 2010.
If you have any questions in relation to this document
or the Demerger, please call the Orica Shareholder
Information Line on 1300 301 253 (within Australia) or
+612 8280 7754 (international) on weekdays between
8.30am and 7.30pm (AEST).
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Carefully read this Booklet
You should read this Booklet in full, including the
advantages, disadvantages and risks of the Demerger
and an investment in DuluxGroup as set out in Sections 4,
7 and 10, before making any decision on how to vote
on the Demerger Resolutions.
There are answers to questions you may have about the
Demerger in Section 2.
If you have any additional questions in relation to
this document or the Demerger, please call the
Orica Shareholder Information Line on 1300 301 253
(within Australia) or +612 8280 7754 (international)
on weekdays between 8.30am and 7.30pm (AEST).
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2 3
Vote on the Demerger

(a) Scheme Meeting – Scheme of Arrangement

Orica Ordinary Shareholders are entitled to vote to
determine whether or not the Scheme proceeds, subject
to certain other conditions. Orica SPS Holders are not
entitled to vote at the Scheme Meeting.
Orica Ordinary Shareholders can vote:
–– in person, by attending the Scheme Meeting;
–– by lodging a proxy on line at the Orica website,
www.orica.com/registry;
–– by mailing the enclosed blue Scheme Meeting Proxy
Form to Locked Bag A14, Sydney South NSW 1235
(using the reply paid envelope provided);
–– by faxing the enclosed blue Scheme Meeting Proxy
Form to +612 9287 0309; or
–– by hand delivering the enclosed blue Scheme
Meeting Proxy Form to the Orica Share Registry at
Level 12, 680 George Street, Sydney NSW or Level 1,
333 Collins Street, Melbourne Victoria.
To be valid, your proxy must be received by the Orica
Share Registry by 10.00am on Tuesday, 6 July 2010.

(b) General Meeting – Capital Reduction
Orica Ordinary Shareholders and Orica SPS Holders are
entitled to vote to determine whether or not the Capital
Reduction proceeds, subject to certain other conditions.
Orica Ordinary Shareholders are also entitled to vote
on the LTEIP Resolution. The Demerger is not conditional
on approval of the LTEIP Resolution.
Orica Shareholders can vote:
–– in person, by attending the General Meeting;
–– by lodging a proxy on line at the Orica website,
www.orica.com/registry;
–– by mailing the enclosed white General Meeting Proxy
Form to Locked Bag A14, Sydney South NSW 1235
(using the reply paid envelope provided);
–– by faxing the enclosed white General Meeting Proxy
Form to +612 9287 0309; or
–– by hand delivering the enclosed white General
Meeting Proxy Form to the Orica Share Registry at
Level 12, 680 George Street, Sydney NSW or Level 1,
333 Collins Street, Melbourne Victoria.
To be valid, your proxy must be received by the
Orica Share Registry by 10.30am on Tuesday, 6 July 2010.

Choose whether to keep or
sell the DuluxGroup Shares
that you would receive under
the Demerger
If you are an Eligible Shareholder with a registered address
in Australia or New Zealand who holds 1,000 Orica
Ordinary Shares or less as at the Record Date, you may
elect to have all the DuluxGroup Shares that you would
otherwise receive under the Demerger sold on ASX by the
Sale Agent and the proceeds remitted to you, free of any
brokerage costs or stamp duty.
To make this election, complete and return the yellow Sale
Facility Form using the enclosed reply paid envelope, or by
fax on +612 9287 0309 so that it is received by the Orica
Share Registry by 7.00pm on Friday, 9 July 2010.
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Introducing
DuluxGroup

DuluxGroup is a manufacturer
and marketer of premium
branded products and services
that enhance, protect and
maintain the places and spaces
in which people live and work.
1
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DuluxGroup’s key strengths include:
–– Market leading positions in Australia
and New Zealand
–– Iconic premium brands – Australia’s
most recognised paint brand,
supported by market leading
customer service
–– Product and technology innovation
capabilities allow DuluxGroup to react
to changes in customer preferences
and market conditions, supporting
organic growth

–– Industry leading customer service
–– Broad customer distribution and
supply chain excellence
–– Consistent financial performance –
revenue, margins and EBITDA have
proven resilient in the face of recent
weak market conditions
–– Experienced board and senior
management team
Outside Australia, New Zealand,
Papua New Guinea, Samoa and
Fiji, DuluxGroup operates under
the DGL International brand.2

1	In this Booklet, references to DuluxGroup are references to Orica Consumer Products during the relevant period or at the relevant time, being the
business that has been restructured to form DuluxGroup, which is proposed to be demerged to Orica Ordinary Shareholders.
2	DuluxGroup Limited is an Australian company which owns the Dulux® trade mark in Australia, New Zealand, Papua New Guinea, Samoa and Fiji. It
manufactures Dulux® products in Australia, New Zealand and Papua New Guinea and licenses the trade mark and technology to a third party in Fiji.
DuluxGroup operates under the DGL International brand in all other international territories. DuluxGroup Limited is not associated with, and has no
connection to, the owners of the Dulux® trade marks in any other countries, nor does it sell Dulux® products in such countries.
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1.1 Australian and New Zealand market leader
DuluxGroup has market leading positions in all the major Australian and New Zealand markets in which it operates.
Leading market positions in Australia and New Zealand1
DuluxGroup

Market

#1

Decorative coatings

#1

Woodcare coatings

#1

Powder coatings

#1

DIY adhesives and paint accessories2

#1

Consumer garden care products

On average, DuluxGroup’s market share in its core sectors (excluding Asia) is approximately 40%.

1.2 Iconic premium brands
The core of DuluxGroup’s business is its successful development and management of its portfolio of premium brands.
Selected DuluxGroup brands

Dulux is Australia’s most recognised paint brand, with consumer awareness levels for the Dulux brand nearly double
the awareness levels for its major competitors. Selleys, Yates and Cabot’s also have market leading brand awareness,
and DuluxGroup’s portfolio also includes many other well-established brands, including British Paints, Berger, Walpamur,
Levene, Intergrain, Feast Watson, Poly, Rota Cota, Ratsak, Dynamic Lifter, Hortico, Zero and Thrive, as well as the Opel
brand in China. Over time, the strength of DuluxGroup’s brands has supported the development of its leading market
positions in the Australian and New Zealand decorative coatings and home improvement and garden care sectors, as
illustrated by the steady organic market share gains achieved in the Australian decorative coatings sector in recent years.

Australian coatings brand awareness
				

DuluxGroup Australian decorative coatings
market share gain
(%)

100

10
Cumulative market share gain by volume (rolling MAT3)

(%)

80

60

40

20

2003
Dulux

2004

2005

2006

Brand 2

2007

2008

Brand 3

2009

8
6
4
2
0 Q1

Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

2005

2006

2007

2008

2009

Cumulative market share gain

1 Number one in the aggregate of the Australia and New Zealand markets.
2	DIY adhesives and category only include retail channels. Paint accessories category is defined as gap and general purpose preparation fillers, putties,
paint strippers, sugar soaps, painting tools, brushes and rollers only.
3	Moving annual total.
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1.3 High quality, diverse product range
DuluxGroup’s diverse range of high quality coatings and home improvement and garden care products includes paints,
stains and varnishes, protective coatings, powder coatings, automotive refinish coatings, fillers, adhesives, sealants, paint
brushes and rollers, specialised household cleaners, seeds, fertilisers, pesticides and potting mixes.

DuluxGroup products are sold across Australia, New Zealand, Papua New Guinea and selected Asian markets.

1.4 Leading technology and product development expertise
DuluxGroup has a strong track record of innovation and new product development, underpinned by dedicated
research and development teams and alliances with international and local technology partners. This capability
provides DuluxGroup with a sound base for organic business growth and the capacity to adapt to changes in consumer
preferences and market conditions.
Supported by its modern paint and woodcare coatings research facilities at Clayton in Victoria, DuluxGroup is an
Australian industry leader in new product development in its market sectors. Other research facilities include Padstow
in New South Wales for Selleys and Yates, Dandenong in Victoria for powder coatings and Beverley in South Australia
for AcraTex texture coatings. Some of DuluxGroup’s product innovations are set out below.

1.4.1 Coatings
Cabot’s Aquadeck

A water-based, low odour, outdoor timber decking coating that lasts twice as long
compared to traditional decking oil

Intergrain Ultradeck

A high performance water-based decking oil with a long lasting finish that is fast drying
and weathers naturally

Dulux Wash & Wear 101
Advanced

A premium paint that actively repels stains, has superior washability and is highly scuff
resistant. Wash & Wear 101 has an extensive colour range and is an Eco Choice paint,
meaning it is a low odour and low Volatile Organic Compound (VOC) paint and is
therefore more friendly to the environment

Dulux Aquanamel

A tough, non-yellowing, water-based interior/exterior enamel that is fast drying, has low
odour and is easy to wash with water

Dulux NeverMiss

A ceiling paint that provides outstanding hiding power with just one application. It applies
pink and changes to white as it dries, meaning no spot is missed

Dulux Professional
EnvirO2

Specifically developed for the commercial paint market, EnvirO2 has an extremely low
VOC level and is greenhouse gas neutral (certified by the Australian Government’s
Greenhouse FriendlyTM initiative)

Dulux SprayFast

A premium fence paint that uses innovative packaging technology for fast and
easy application

Dulux Once

A highly innovative paint that saves time and effort by providing full coverage in just one
coat. Dulux Once is easy to apply and is highly washable

1 Introducing DuluxGroup

14

Dulux Quit Rust

A water-based, premium metal protection range that is low odour, fast drying and easy
to clean up

Dulux Envirosolutions

The first of its kind in the Australian market, Dulux Envirowash system is a water-based
treatment system that turns paint wash-out into reusable water and inert solid waste,
allowing for easier and safer disposal, and Dulux Waste Paint Hardener is the fast,
responsible and easy way to dispose of unwanted water-based paint and water-based
timber coatings

Dulux Kinetic
Technology

A range of bright metallic colour finishes for powder coatings using bonding technology

Dulux Clinikill

Antimicrobial, antibacterial and antifungal powder coatings for situations where hygiene
is paramount

Dulux Heat Sensitive
Substrates

An emerging technology that enhances the performances of powder coating on surfaces
such as plastics and engineered wood products. DuluxGroup, in a partnership with the
CSIRO, was awarded the 2008 Premier’s Sustainability Award (Products or Services)
in Victoria and The Banksia Environmental Foundation’s 2008 Banksia Award for
Eco-Innovation for this technology

1.4.2 Home improvement
Selleys Pointworks
Gen II

A roof tile pointing adhesive that meets C4 cyclone rating for roofs, including the ability
to accelerate cure if rain is expected soon after installation

Selleys Kwik Grip
Advanced

A water-based contact adhesive with higher strength and greater ease of application than
conventional solvent-based contact adhesives

Selleys BBQ Tough
Wipes

An effective, quick and convenient way to clean a BBQ every time it is used. Powerful
cleaning nodules loosen and power through tough dirt while the strong cloth traps the
grime and absorbs grease, leaving a fresh, clean and healthier cooking surface

1.4.3 Garden care
Yates Waterwise
technology

A range of products which increase the retention and penetration of water to combat the
effects of drought conditions on soils

Yates Tomato Dust

A combination insecticide, miticide and fungicide that is specifically designed to target
key insects and diseases on tomatoes. The insecticide is derived from a naturally occurring
soil bacteria

1.5 Outstanding customer service
DuluxGroup is committed to the provision of outstanding levels of customer service. This commitment is reflected in
DuluxGroup’s broad distribution across customer channels and has been recognised through a number of significant
industry awards. Examples from the last 10 years include:
–– Mitre 10 Australia National Supplier of the Year – Dulux for each year between 2000 and 2005, and each year
between 2007 and 2009. Selleys won the award in 2006
–– Mitre 10 New Zealand National Supplier of the Year – Dulux in 2001, 2003 and 2006, Selleys in 2004 and 2007
–– Mitre 10 Australia Living and Garden Supplier of the Year – Yates in 2008 and 2009
–– Danks Hardware Group and Home Hardware Supplier of the Year (awarded every two years)
– Selleys in 2004 and 2006
–– Guthrie Bowron Supplier of the Decade – Dulux for the decade of 1992 to 2002
–– Guthrie Bowron Supplier of the Year – Dulux in 2003, 2004, 2006, 2007 and 2009
–– New Zealand Hardware Industry Supplier of the Year – Selleys in 2006 and 2007
–– Kmart Excellence Award for Innovation – Dulux in 2006
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1.6 Comprehensive supply chain and distribution network
DuluxGroup principal sites

–
–
–
–
–
–
–
–
–
–
–

China (Shanghai)
Decorative Paints

Papua New Guinea (Lae)
Coatings
Malaysia (Kuala Lumpur)

Rocklea

Texture Coatings

Decorative Paints

1
Beverley

5

15
3

Texture Coatings

–
–
–
–
–

Main Production Sites (12)
Auckland
Beverley
China (Shanghai)
Dandenong (two sites)
Malaysia (Kuala Lumpur)
Mt Druitt
Padstow
PNG (Lae)
Rocklea
Wellington
Wyee
Offices (5)
China (Guangdong Province)
Clayton
Hong Kong
Singapore
Vietnam
70 Dulux Trade Centres

Wyee

Padstow

Yates

Selleys

16

Distribution Centres (14)
Auckland
Canning Vale
China (Shanghai)
Christchurch
Dandenong
Darwin
Launceston
Moorebank
Mt Druitt
O’Connor
Padstow
PNG (Port Moresby)
Rocklea
Wellington
Technology R&D Centres (3)
– Beverley
– Clayton
– Padstow
–
–
–
–
–
–
–
–
–
–
–
–
–
–

Mt Druitt

11

14
2

3

Yates
Wellington

Dandenong (two sites)

Clayton

Decorative Paints

Woodcare and Powder Coatings

Head Office

Auckland
Coatings and Yates

DuluxGroup has an asset base and a comprehensive supply chain network that spans Australia, New Zealand,
Papua New Guinea and parts of Asia.
DuluxGroup operates a product-focused factory approach to support overall supply chain performance excellence.
Supporting this approach, DuluxGroup has built a number of new facilities in recent years incorporating new technology
(e.g. woodcare and powder coatings production sites in Dandenong, Victoria in 2005 and 2008 respectively), and has
invested in upgrading existing facilities (e.g. Selleys cartridge filling upgrade in 2004, Rocklea filling line upgrade in
2008 and the commencement of upgrades to DuluxGroup’s Gracefield site and a new protective coatings plant at the
Dandenong site in 2010). DuluxGroup will also be transitioning from its current Western Australian distribution sites at
Canning Vale and O’Connor to a new distribution centre in Welshpool from mid-2010. DuluxGroup’s principal coatings
manufacturing facility at Rocklea in Queensland is a world-scale decorative coatings facility with a capacity of 130,000
tonnes per annum.
DuluxGroup’s supply chain capability is a critical enabler of DuluxGroup’s commitment to the provision of outstanding
levels of customer service. DuluxGroup ranks in the top 3% of Australian and New Zealand consumer goods companies
for Delivery in Full and On Time performance (DIFOT) and has achieved a 20% reduction in its inventory to net sales
ratio since 2003 through the application of disciplined sales and operating planning processes and targeted
improvement initiatives.
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1.7 Consistent financial performance
DuluxGroup has demonstrated consistent financial performance over time, including through periods of challenging
market conditions. Over 2002 to 2009, DuluxGroup’s revenue grew at a CAGR of 5.6% and EBIT (excluding individually
material items) grew at a CAGR of 7.9%, driven by market share gains in premium product segments, category and
geographic expansion and attention to cost productivity. Over the same period, DuluxGroup’s markets were flat to
marginally in decline overall (in volume terms). On a long-term basis, DuluxGroup’s markets have grown in aggregate
1–2% per annum (in volume terms).
DuluxGroup revenue

$640.3m

$657.6m

2002

2003

$772.4m

$768.5m

$785.0m

20042

2005

2006

$826.3m

2007

$875.4m

2008

$940.2m

2009

Note: Financial data prior to 2005 is stated under accounting standards used prior to the adoption of International Financial Reporting Standards.

DuluxGroup EBIT1
13.5%
11.8%

$75.6m

2002
EBIT

$89.1m

2003

12.9%

13.1%

12.4%

13.4%
$111.1m

$99.8m

$100.5m

$97.3m

20042

2005

2006

20073

14.0%
$122.6m

2008

13.7%
$128.9m

2009

EBIT margin

Note: Financial data prior to 2005 is stated under accounting standards used prior to the adoption of International Financial Reporting Standards.

Historically, DuluxGroup has demonstrated its ability to grow its revenue at a faster rate than the broader market and
its resilience to a range of economic conditions, supported by its:
–– premium product range, which benefits from a high degree of brand awareness;
–– consistent market share gains in the Australian decorative coatings sector;
–– end market exposure biased towards the home improvement and DIY sectors, which are typically less volatile than
the building and construction markets;
–– ability to maintain attractive margins as a result of product innovation and effective management of movements
in raw material prices; and
–– management of its diverse product mix across the coatings, home improvement and garden care sectors.

1 Excludes additional corporate costs that will be incurred by DuluxGroup post Demerger.
2	Includes contribution from Yates which was acquired in early 2004.
3	Excludes $9.5 million impact of the Yates restructuring provision.
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Historically, DuluxGroup has increased its EBIT at a higher rate than its revenue, resulting in an improvement in EBIT
margin over time. In particular, DuluxGroup recorded EBIT growth of 5.1% in 2009 and maintained its EBIT margin
relative to 2008 despite the global economic downturn and resultant challenging market conditions. This trend has
continued during the first half of 2010.
DuluxGroup’s consistent EBIT margin performance over time has been driven by:
–– a focus on total cost productivity;
–– material procurement efficiency (particularly raw material inputs);
–– formulation and raw material cost efficiency;
–– management of cash fixed costs, including manufacturing and supply chain efficiency;
–– product price management driven by product innovation and in response to movements in raw material prices; and
–– management of product mix in response to market conditions.
If the Demerger proceeds, DuluxGroup will incur additional corporate operating costs as a standalone entity of
approximately $13 million per year. Refer to Section 4.3.5 for further information.

1.8 Cash management supports dividend policy
DuluxGroup’s dividend policy will be determined by the DuluxGroup Board at its discretion and may change over
time. The DuluxGroup Board intends to pay at least 70% of its net profit after tax (excluding individually material items
and subject to the availability of retained earnings) as dividends to DuluxGroup Shareholders commencing from the 2011
financial year.
At the time of the Demerger, DuluxGroup is expected to have minimal retained earnings and will have a zero
franking account balance. However, the DuluxGroup Board will consider declaring a dividend from earnings
accrued after the Demerger to the end of DuluxGroup’s 2010 financial year (being a period of approximately two
and half months) if the DuluxGroup Board considers it to be financially prudent to do so. Under the New Facility,
DuluxGroup’s dividend payout ratio is limited to 90% under in certain circumstances.
DuluxGroup intends to frank its dividends to the maximum extent practicable.

1.9 Attractive growth opportunities
DuluxGroup will continue to pursue growth opportunities by leveraging its leading market positions in Australia and
New Zealand and continuing to:
–– seek market share gains in core markets;
–– invest in DuluxGroup’s premium brands; and
–– invest in research, development and product innovation to establish new products and enhance product performance.
DuluxGroup has established its presence in niche positions in Asia and will seek to build on these as attractive
opportunities arise. DuluxGroup expanded its Asian presence with the acquisition of Sopel, a woodcare business in
Shanghai, China, in November 2008.
DuluxGroup aims to grow its Asian business further through leveraging Sopel’s distribution channels by overlaying
DuluxGroup’s broad product range including paint, AcraTex (texture coatings) and Selleys products. DuluxGroup intends
to seek further “bolt-on” acquisitions and joint ventures to build scale, expand geographically and take advantage of
operational synergies.
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1.10 Experienced board
The DuluxGroup Board has significant industry and business experience. If the Demerger proceeds, the DuluxGroup Board
will be as follows.
Peter Kirby

Chairman and
Non-Executive Director

Non-Executive Director of Orica since July 2003. Chairman
of the Safety, Health & Environment Committee.
Member of the Corporate Governance and Nominations
Committee.
Director of Macquarie Bank Limited. Former Chairman
of Medibank Private Limited and Director of the Business
Council of Australia. Former Managing Director and
Chief Executive Officer of CSR Limited and former
Chief Executive Officer of ICI Paints and member of the
Executive Board of ICI plc. Peter will retire from the Orica
Board at the time of the Demerger.

Garry Hounsell

Non-Executive Director

Non-Executive Director of Orica since September 2004.
Member of the Audit and Risk Committee, Human
Resources and Compensation Committee and Corporate
Governance and Nominations Committee.
Chairman of PanAust Limited and Deputy Chairman
of Mitchell Communication Group Limited. Director of
Qantas Airways Limited and Nufarm Limited. Garry is also
Chairman of Investec Global Aircraft Fund, and a Director
of Ingeus Limited. Board Member of law firm Freehills.
Former Chief Executive Officer and Country Managing
Partner of Arthur Andersen and former Senior Partner
of Ernst & Young.

Patrick Houlihan

Managing Director and
Chief Executive Officer

Patrick Houlihan has over 21 years experience with
DuluxGroup (formerly Orica Consumer Products) across
a variety of roles in Dulux, Selleys and Yates, during which
time he has worked in various functions including R&D,
marketing, sales and general management. Patrick has
held the position of Chief Executive Officer of DuluxGroup
(formerly Group General Manager of Orica Consumer
Products), and, accordingly, has been a member of the
Orica Group Executive for 3.5 years.

DuluxGroup intends to appoint at least two additional Non-Executive Directors following the Demerger. Following
the appointment of the first additional Non-Executive Director, DuluxGroup intends to appoint Stuart Boxer, currently
Chief Financial Officer, as an Executive Director.
Section 5.12.2 outlines the members of DuluxGroup’s senior management team.
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This Section provides summary answers to some questions that Orica Shareholders may have in relation to the Demerger.
Please refer to the relevant Sections for further information.
Question

Answer

Section

The Orica Directors are of the view that the Demerger will facilitate
long-term value creation for Orica Shareholders as both Orica and
DuluxGroup will be able to better focus on their respective strategies,
growth objectives and core competencies. In addition, following the
Demerger, each of Orica and DuluxGroup will be able to adopt a capital
structure and financial policies that are appropriate for the nature of their
respective businesses.

4.2

Demerger proposal
Why has the Orica
Board proposed the
Demerger?

Following acquisitions in recent years, Orica’s business portfolio
is focused primarily on the mining services and chemicals sectors.
DuluxGroup has a market leading business in premium branded
coatings, home improvement and garden care products in Australia and
New Zealand, and also operates in Papua New Guinea and other parts
of Asia. DuluxGroup’s business has limited strategic and operational
overlap with Orica’s mining services and chemicals businesses. The level
of operational integration between DuluxGroup and the remainder
of Orica is not significant and DuluxGroup already operates largely on
a standalone basis from the other Orica businesses.
The Orica Directors have considered various alternatives to the Demerger,
as well as the advantages, disadvantages and risks of the Demerger,
and unanimously consider the Demerger is in the best interests of
Orica Shareholders.
What are the main
advantages of the
Demerger?

The Orica Directors are of the view that the key advantages of the
Demerger include:

4.2

–– the separation of businesses with fundamentally different
characteristics which will allow each of Orica and DuluxGroup
to focus more clearly on their strategies, growth objectives and
core competencies;
–– greater strategic freedom for DuluxGroup, including the ability to
pursue growth opportunities without competing for capital with
other Orica businesses;
–– greater flexibility for Orica investors to choose whether to hold
Orica Shares and DuluxGroup Shares after the Demerger; and
–– the opportunity for each of Orica and DuluxGroup to have a capital
structure and financial policies (including dividend policy) tailored to
its business profile.
These advantages, together with other advantages of the Demerger,
are discussed in Section 4.2.

What are the main
disadvantages and
risks of the Demerger?

The main disadvantages of the Demerger include:
–– the Demerger will create two separate ASX-listed companies, each
of which will be smaller and less diversified than Orica prior to the
Demerger. This may impact Orica and DuluxGroup in a variety of ways,
including in relation to their equity market rating and the cost and
availability of funding sources;
–– given the expected smaller market capitalisation of Orica and
DuluxGroup following the Demerger, Orica and DuluxGroup are likely
to each have a lower individual ASX index weighting than Orica prior
to the Demerger. This may result in lower institutional investor interest
in Orica and/or DuluxGroup;

4.3, 4.4, 7
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Question

Answer

What are the main
disadvantages and
risks of the Demerger?

–– DuluxGroup will no longer have the financial support or credit profile
associated with being part of Orica, which may impact funding
availability and costs in the future;
–– transaction costs of approximately $81 million (on a pre-tax basis) will
be incurred by Orica and DuluxGroup; and
–– DuluxGroup will incur additional corporate operating costs of
approximately $13 million per year as it will need to establish and
operate a number of corporate functions separately from Orica.

continued

Section

The main risks of the Demerger include:
–– uncertainty regarding the share prices of Orica and DuluxGroup
following the Demerger; and
–– potential delays and unexpected costs associated with the Demerger
and the establishment of DuluxGroup as a standalone entity.
These disadvantages and risks, together with certain other disadvantages
and risks, are discussed in more detail in Sections 4.3 and 4.4. Section 7
also includes a discussion of the risks associated with holding DuluxGroup
Shares. You should review these Sections carefully before deciding
whether or not to vote in favour of the Demerger Resolutions.
How do the Orica
Directors recommend
I vote?

Each Orica Director recommends that you vote in favour of the Demerger
Resolutions to be considered at the Scheme Meeting and General Meeting.

What is the
Independent Expert’s
opinion on the
Demerger?

The Independent Expert has concluded that the Demerger is in the best
interests of Orica Ordinary Shareholders.

Each Orica Director intends to vote any Orica Shares held or controlled by
him or her in favour of the Demerger Resolutions.

In the Independent Expert’s view, while none of the expected benefits of
the Demerger on its own is likely to justify the Demerger, the benefits are
collectively compelling. On balance, shareholders are likely ultimately to be
better off if the Demerger proceeds, notwithstanding the disadvantages
and risks.
The Independent Expert has also concluded that the Capital Reduction will
not materially prejudice Orica’s ability to pay its creditors.
A concise version of the Independent Expert’s Report is contained
in Section 12. A copy of the full version of the Independent Expert’s
Report can be obtained free of charge by calling the Orica Shareholder
Information Line on 1300 301 253 (within Australia) or +612 8280 7754
(international) on weekdays between 8.30am and 7.30pm (AEST) or from
Orica’s website at www.orica.com.

What are the mechanics
of the Demerger?

4.1

Orica will apply the proceeds of the Demerger Dividend and Capital
Reduction to purchase DuluxGroup Shares on behalf of Orica Ordinary
Shareholders. The DuluxGroup Shares will be transferred to Eligible Orica
Shareholders (or to the Sale Agent in the case of Selling Shareholders).
The amount of the Capital Reduction has been agreed with the ATO and
the amount of the Demerger Dividend depends on the DuluxGroup share
price after listing; however, these figures do not impact Orica Shareholders
directly. The Demerger does not require any Orica Shareholder to pay cash
for DuluxGroup Shares.
Two interdependent Orica Shareholder approvals are required to effect
the Demerger: first, the Scheme Resolution, which requires the approval
of a majority in number (more than 50%) of Orica Ordinary Shareholders
present and voting at the Scheme Meeting, and at least 75% of the total
number of votes cast on the resolution by Orica Ordinary Shareholders
present and voting at the Scheme Meeting; and secondly, the Capital
Reduction Resolution, which must be approved by a simple majority
of votes cast by Orica Shareholders (including both Orica Ordinary
Shareholders and Orica SPS Holders) on the Capital Reduction Resolution.
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Question

Answer

Section

What are the key steps
to implement the
Demerger?

At the First Court Hearing on 28 May 2010, Orica obtained an order from
the Court to convene the Scheme Meeting.

3.1, 3.4

The key remaining steps to implement the Demerger are:
–– approval of the Scheme by Orica Ordinary Shareholders at the
Scheme Meeting;
–– approval of the Capital Reduction by Orica Ordinary Shareholders and
Orica SPS Holders at the General Meeting;
–– the declaration of the Demerger Dividend by Orica;
–– the satisfaction or waiver of all conditions to the Demerger prior to the
Second Court Hearing;
–– Court approval of the Scheme at the Second Court Hearing; and
–– approval of admission of DuluxGroup to the Official List of ASX and
the official quotation of DuluxGroup Shares by ASX.
Following lodgement of the Court order with ASIC, the Scheme will
become effective and will be implemented. This will involve the Capital
Reduction Amount and the Demerger Dividend Amount being applied by
Orica, on behalf of Orica Ordinary Shareholders, as consideration for the
transfer to those shareholders of one DuluxGroup Share for each Orica
Ordinary Share held on the Record Date (except in the case of Selling
Shareholders). No amount of cash will be paid to Orica Shareholders
as a result of the Capital Reduction or Demerger Dividend.
If the Court approves the Scheme, DuluxGroup Shares are expected
to trade separately on ASX from 12 July 2010 (initially on a deferred
settlement basis).
Sections 3.1 and 3.4 contain further details of the Demerger, including a
description of the approval thresholds and the other conditions that must
be satisfied or waived for the Demerger to proceed.

Is the Demerger subject
to any conditions?

The Demerger is subject to the satisfaction or waiver of certain conditions.
The principal conditions are outlined in the previous answer and are also
described in Section 3.4.3.

3.4.3

Can I choose to
receive cash instead of
DuluxGroup Shares?

No, under the Demerger, you may not elect to receive cash instead of
DuluxGroup Shares. Once DuluxGroup Shares commence trading on ASX
following the Demerger, you may sell your DuluxGroup Shares on ASX in
the normal course. However:

3.5.2,
3.5.3, 3.6.1,
3.8

–– If you are an Eligible Shareholder with a registered address in Australia
or New Zealand who is not acting for the account or benefit of persons
in the US and who holds 1,000 Orica Ordinary Shares or less as at the
Record Date, you may elect to have all the DuluxGroup Shares that you
would otherwise receive under the Scheme sold on ASX by the Sale
Agent and the proceeds remitted to you, free of any brokerage costs
or stamp duty.
–– If you are an Ineligible Overseas Shareholder, the DuluxGroup Shares
to which you would have been entitled under the Scheme will
automatically be sold on ASX by the Sale Agent with the proceeds
remitted to you, free of any brokerage costs or stamp duty. Orica
intends to notify Orica Ordinary Shareholders who Orica is aware are
Ineligible Overseas Shareholders for the purposes of the Demerger
by mail prior to the Meetings.
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Which Orica
Shareholders are
eligible to participate
in the Demerger?

Orica Shareholders registered on the Orica Share Register as the holders
of Orica Ordinary Shares at the Record Date may be eligible to receive
DuluxGroup Shares depending on the location of their registered address.

3.5

Orica Ordinary Shareholders whose registered address at the Record Date
is in Australia, New Zealand, the United Kingdom, the US or the other
countries referred to in Section 3.5.2 are Eligible Shareholders.
Ineligible Overseas Shareholders, being Orica Ordinary Shareholders
whose registered address on the Orica Share Register at the Record Date
is outside Australia, New Zealand, the United Kingdom, the US and the
other countries referred to in Section 3.5.2, may not receive DuluxGroup
Shares and should refer to Section 3.5.3 for further information. Orica
intends to notify Orica Ordinary Shareholders who Orica is aware are
Ineligible Overseas Shareholders for the purposes of the Demerger by
mail prior to the Meetings.

Will I need to make any
payments to participate
in the Demerger?

No.

What will Orica
Ordinary Shareholders
receive if the Demerger
proceeds?

Eligible Shareholders will receive one DuluxGroup Share for every Orica
Ordinary Share they hold at the Record Date, which is expected to be at
7.00pm on 16 July 2010.

What will Orica SPS
Holders receive if the
Demerger proceeds?

Orica SPS Holders are not entitled to participate in the Capital Reduction,
the Demerger Dividend or the Scheme (though they are entitled to vote
on the Capital Reduction Resolution at the General Meeting). As a result,
Orica SPS Holders are not entitled to receive DuluxGroup Shares under
the Demerger if it proceeds.

3.5.3, 3.6.1,
3.8

Ineligible Overseas Shareholders will not receive DuluxGroup Shares
and should refer to Section 3.5.3 for further information. Orica intends
to notify Orica Ordinary Shareholders who Orica is aware are Ineligible
Overseas Shareholders for the purposes of the Demerger by mail prior
to the Meetings.
3.5.4, 3.6.2

There will be no change to Orica SPS Holders’ existing rights or the terms
of the Orica SPS and Orica SPS Holders will continue to hold Orica SPS
regardless of whether or not the Demerger proceeds.
If the Demerger proceeds and Orica SPS convert into Orica Ordinary
Shares after the Record Date, the Orica SPS Holders will receive Orica
Ordinary Shares at a time when Orica no longer holds any interest
in DuluxGroup.
What is the impact of
the Demerger on my
Orica Share holding?

The number of Orica Ordinary Shares and Orica SPS you hold will not
change as a result of the Demerger.

3.6

If you are an Eligible Shareholder, for every Orica Ordinary Share you hold
as at the Record Date, following the Demerger, you will hold one Orica
Ordinary Share and one DuluxGroup Share if the Demerger proceeds.
Orica SPS Holders are not entitled to participate in the Demerger (refer to
the previous answer for further information regarding the impact of the
Demerger for Orica SPS Holders).

What are the costs of
the Demerger?

Total transaction costs of the Demerger are approximately $81 million
(on a pre-tax basis), of which $77 million will be incurred by Orica and
$4 million will be incurred by DuluxGroup. Approximately $20 million
of these costs will be committed before the Meetings. Stamp duty and
other taxes comprise approximately 44% of total transaction costs.

14.8
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What happens if the
Demerger does not
proceed?

If the Demerger does not proceed:

4

–– Orica will continue to own DuluxGroup;
–– Eligible Shareholders will not receive DuluxGroup Shares;
–– Orica Ordinary Shareholders will retain their holding in Orica Ordinary
Shares;
–– Orica will incur transaction costs of approximately $20 million on a pretax basis;
–– the advantages of the Demerger described in Section 4.2 will not be
realised; and
–– the disadvantages and risks of the Demerger described in Sections 4.3
and 4.4 will not arise.
If the Demerger does not proceed, Orica Directors and management may
consider alternatives to the Demerger for DuluxGroup.

DuluxGroup after the Demerger
When will DuluxGroup
Shares trade
separately?

It is expected that DuluxGroup Shares will commence trading on ASX on
12 July 2010, initially on a deferred settlement basis. It is the responsibility
of Eligible Shareholders to confirm their holding before trading in
DuluxGroup Shares. Trading on ASX of DuluxGroup Shares on a normal
settlement basis is expected to commence on Thursday, 22 July 2010.

What will be
DuluxGroup’s share
price?

There is no certainty as to the price of DuluxGroup Shares after the
Demerger.

What will be
DuluxGroup’s strategy
after the Demerger?

DuluxGroup’s strategy is to maintain its position in Australia and
New Zealand as a leading manufacturer and marketer of products that
enhance, protect and maintain the places and spaces in which people live
and work. In this context, DuluxGroup intends to continue its position
as an internationally competitive and premium brand-focused business.
The core elements of DuluxGroup’s business strategy are to:

5.3

–– optimise and grow market leading positions in Australia and
New Zealand;
–– pursue growth opportunities “close to the core” in Australia and
New Zealand; and
–– continue to develop niche market positions in new, higher growth
regions outside Australia and New Zealand, including Asia.
What will be
DuluxGroup’s capital
structure?

At the time of the Demerger, DuluxGroup is expected to have
approximately $245 million of net debt. Based on the pro forma
DuluxGroup balance sheet, as at 31 March 2010, DuluxGroup’s
shareholders’ equity on Demerger is expected to be approximately
$47.9 million.

6.4.1

DuluxGroup will have only ordinary shares on issue and no other
equity securities.
Who will be on the
DuluxGroup Board
after the Demerger?

If the Demerger proceeds, the DuluxGroup Board will initially comprise:
–– Peter Kirby – Chairman and Non-Executive Director
–– Garry Hounsell – Non-Executive Director
–– Patrick Houlihan – Managing Director and Chief Executive Officer
DuluxGroup intends to appoint at least two additional Non-Executive
Directors following the Demerger. Following the appointment of the
first additional Non-Executive Director, DuluxGroup intends to appoint
Stuart Boxer, currently Chief Financial Officer, as an Executive Director.

1.10, 5.12
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Who will be on the
senior management
team of DuluxGroup?

Patrick Houlihan, currently Chief Executive Officer, DuluxGroup, will
be appointed as Managing Director and Chief Executive Officer of
DuluxGroup following the Demerger.

5.12.2

Stuart Boxer, currently Chief Financial Officer and General Manager
– Strategy, DuluxGroup, will be Chief Financial Officer of DuluxGroup
following the Demerger. Following the appointment of the first additional
Non-Executive Director, DuluxGroup intends to appoint Stuart Boxer as an
Executive Director.
Other members of the senior management team are identified in
Section 5.12.2.
What will be
DuluxGroup’s
dividend policy?

DuluxGroup’s dividend policy will be determined by the DuluxGroup Board
at its discretion and may change over time. The DuluxGroup Board intends
to pay at least 70% of its net profit after tax (excluding individually material
items and subject to the availability of retained earnings) as dividends to
DuluxGroup Shareholders commencing from the 2011 financial year.

6.6

At the time of the Demerger, DuluxGroup is expected to have minimal
retained earnings and will have a zero franking account balance.
However, the DuluxGroup Board will consider declaring a dividend from
earnings accrued after the Demerger to the end of DuluxGroup’s 2010
financial year (being a period of approximately two and a half months)
if the DuluxGroup Board considers it to be financially prudent to do so.
Under the New Facility, DuluxGroup’s dividend payout ratio is limited
to 90% under certain circumstances.
DuluxGroup intends to frank its dividends to the maximum extent
practicable.
What additional costs
will DuluxGroup have
as a standalone listed
company?

Following the Demerger, DuluxGroup will be a standalone entity, listed
on ASX, which will necessarily involve additional corporate operating costs
relative to its position as a business of Orica. These costs include share
registry costs, ASX listing fees, company secretariat costs and the cost
of maintaining a separate board of directors. DuluxGroup will also incur
costs associated with certain services and internal management systems
that have previously been provided by or in conjunction with Orica, such
as information technology, insurance, accounting, treasury, legal and
taxation services. Overall, it is estimated that these additional costs will
be approximately $13 million per year.

When will DuluxGroup
release its first results
as a standalone
company?

DuluxGroup expects to release its 2010 results for the year to
30 September in November 2010.

6.2

Orica after the Demerger
What will be Orica’s
Ordinary Share price
after the Demerger?

There is no certainty as to the price of Orica Ordinary Shares after the
Demerger.

What will be Orica’s
strategy after the
Demerger?

Orica’s core business strategy will remain the same – to be a global
leader in the provision of consumables and services to the mining and
infrastructure sectors. Orica will also continue to build the market leading
positions of its chemicals business.

The price of Orica Ordinary Shares may decrease on the ex-entitlement
date for the Scheme as a result of the application of the Capital Reduction
and Demerger Dividend to pay for the transfer of DuluxGroup Shares from
Orica to Orica Ordinary Shareholders.
8.4.1.2,
8.4.2.2,
8.4.3.2
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Who will be on the
Orica Board after the
Demerger?

If the Demerger proceeds, Peter Kirby and Garry Hounsell will take up their
respective positions on the DuluxGroup Board and Peter Kirby will retire
from the Orica Board.

14.1

Accordingly, at that time the Orica Board will comprise:
–– Peter Duncan – Chairman
–– Graeme Liebelt – Managing Director and Chief Executive Officer
–– Noel Meehan – Executive Director Finance
–– Michael Beckett – Non-Executive Director
–– Russell Caplan – Non-Executive Director
–– Garry Hounsell – Non-Executive Director
–– Nora Scheinkestel – Non-Executive Director
–– Michael Tilley – Non-Executive Director
What impact will the
Demerger have on
Orica dividends?

The financial polices of Orica and DuluxGroup (including their dividend
policies) will be at the discretion of their respective boards after the
Demerger and may change over time. Orica currently has a progressive
dividend policy. Post Demerger, the absolute value of dividends paid
on Orica Shares may be reduced, reflecting the loss of earnings from
DuluxGroup. However, DuluxGroup Shareholders will receive any
dividends paid by DuluxGroup after the Demerger.

9.6

What impact will the
Demerger have on
Orica SPS distributions?

Orica’s capacity to pay distributions to Orica SPS Holders will not be
materially affected by the Demerger.

3.6.2

Will Orica own any
DuluxGroup Shares
after the Demerger?

Orica will not own any shares in DuluxGroup after the Demerger,
other than a small number of DuluxGroup Shares, which a subsidiary of
Orica may hold as trustee for Orica and DuluxGroup employees under
the Orica Share Acquisition Plan (SAP).

Will the Demerger
impact upon Orica’s
ability to undertake
remediation works
at its legacy and
operating sites,
particularly at Botany,
New South Wales?

Former operations at various Orica sites, including Botany, have
contaminated soil and groundwater as a result of manufacturing activities
when environmental standards, regulations, practices and understanding
were not of today’s standards. Orica is committed to implementing
a range of remediation projects that address the land, groundwater
contamination and toxic waste stockpiles.
Through ongoing discussions with the community and regulatory
authorities, Orica seeks to ensure that the planning and delivery
of various remediation projects, particularly at Botany, meets the
expectations of all stakeholders.
Following the Demerger, Orica will be smaller and less diversified than
it was prior to the Demerger. DuluxGroup represented 11% of Orica’s
EBITDA for 2009.
As at 31 March 2010, Orica’s environmental and decommissioning liability
provisions in Orica’s accounts were $296 million, including $4 million of
provisions relating to DuluxGroup environmental liabilities. The majority of
Orica’s environmental provisions relate to remediation projects at Botany.
While the current environmental provisions have been subject to audit
or audit review, there can be no assurance that new information or
regulatory requirements with respect to known sites or the identification
of new remediation obligations at other sites will not require additional
future provisions for environmental remediation, and such provisions
could be material.
Orica’s environmental spend in 2009 represented only 2.8% of Orica’s
EBITDA in that year. Excluding DuluxGroup, this percentage becomes 3.1%.

6.4, 7.1.7,
8.5, 9.7,
10.1
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Will the Demerger
impact upon Orica’s
ability to undertake
remediation works
at its legacy and
operating sites,
particularly at Botany,
New South Wales?

Having regard to:

continued

the Orica Directors are of the view that Orica’s ability to address known
environmental legacy issues will not be materially adversely affected by
the Demerger.

Section

–– the environmental provisions and contingent liabilities (where, among
other things, it may not be possible to reliably estimate remediation
costs at this time) included in Orica’s financial statements;
–– expenses incurred to date; and
–– Orica’s (excluding DuluxGroup) current earnings and earnings level over
a number of years;

Voting on the Demerger
What are the voting
thresholds?

Scheme

3.4.1

For the Scheme to proceed, it must be approved by:
–– a majority in number (more than 50%) of Orica Ordinary Shareholders
present and voting at the Scheme Meeting (whether in person or by
proxy); and
–– at least 75% of the total number of votes cast on the resolution by
Orica Ordinary Shareholders present and voting at the Scheme Meeting
(whether in person or by proxy).

Capital Reduction
The Capital Reduction must be approved by a simple majority of votes cast
by Orica Shareholders (including both Orica Ordinary Shareholders and
Orica SPS Shareholders) on the Capital Reduction Resolution.
Who can vote at
the Meetings?

Voting on the Scheme at the Scheme Meeting

3.4, 3.5

Orica Ordinary Shareholders who are registered on the Orica Share
Register at 7.00pm on Tuesday, 6 July 2010 may vote on the Scheme
Resolution at the Scheme Meeting.
Orica SPS Holders are not entitled to vote at the Scheme Meeting.

Voting on the Capital Reduction Resolution at the
General Meeting
Orica Ordinary Shareholders and Orica SPS Holders who are registered
on the Orica Share Register at 7.00pm on Tuesday, 6 July 2010 may vote
on the Capital Reduction Resolution at the General Meeting.
When are the
Meetings?

Scheme Meeting
The Scheme Meeting of Orica Ordinary Shareholders will be held at
10.00am at The Auditorium, Melbourne Exhibition Centre, 2 Clarendon
Street, South Wharf, Melbourne on Thursday, 8 July 2010.

General Meeting
The General Meeting of Orica Shareholders will be held at the later of
10.30am or the adjournment or conclusion of the Scheme Meeting on
Thursday, 8 July 2010.
What is the procedure
to vote at the
Meetings?

How to vote in person
If you are entitled to vote and wish to do so in person, you should attend
the Scheme Meeting and the General Meeting.
If you are attending as an attorney, you should bring a copy of the
authority under which the proxy form was signed (unless you have
already provided a copy of the authority to the Orica Share Registry).
If you are attending as a corporate representative, please bring evidence
of your authority.

18, 19
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What is the procedure
to vote at the
Meetings?

How to vote by proxy
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Section

If you are unable to attend the Scheme Meeting and General Meeting
in person, you can lodge your proxy forms on line at the Orica website,
www.orica.com/registry. Alternatively, complete and return the blue
Scheme Meeting Proxy Form and the white General Meeting Proxy Form
accompanying this Booklet by using the enclosed reply paid envelope,
or by fax on +612 9287 0309. Proxy forms can also be hand delivered
to the Orica Share Registry at Level 12, 680 George Street, Sydney NSW
or Level 1, 333 Collins Street, Melbourne Victoria. All proxies must be
received by the Orica Share Registry by 10.00am on Tuesday, 6 July 2010
for the Scheme Meeting Proxy Form and by 10.30am on Tuesday,
6 July 2010 for the General Meeting Proxy Form.
If an attorney signs a proxy form on your behalf, a copy of the authority
under which the proxy form was signed must be received by the Orica
Share Registry at the same time as the proxy form (unless you have
already provided a copy of the authority to the Orica Share Registry).
If you complete and return a proxy form, you may still attend a Meeting
in person.

What if I do not vote at
the Meetings or if I vote
against the Demerger
Resolutions?

If you do not vote or vote against the Demerger Resolutions, but these
resolutions are approved by the requisite majorities of Orica Shareholders,
then, subject to the other conditions to the Demerger being satisfied
or waived, and court approval, the Demerger will be implemented and
binding on all Orica Ordinary Shareholders, including those who did not
vote or voted against the Demerger Resolutions.

What is the
LTEIP Resolution?
What if I vote against it?
Will the Demerger
still proceed?

The LTEIP Resolution is for approval of the terms of the DuluxGroup
Long-Term Equity Incentive Plan (Plan) for DuluxGroup employees to
give the DuluxGroup Directors the discretion, in the case of DuluxGroup
executives who cease employment during a loan period for shares
issued under the Plan, to vest shares issued under the Plan on a pro
rata basis on termination of employment in appropriate circumstances.
Further information on the LTEIP Resolution is set out in Section 19
in the Notice of General Meeting and further information on the
DuluxGroup Long-Term Equity Incentive Plan is set out in Section 5.14.7.2.
The Demerger is not conditional on the LTEIP Resolution being approved.
If the Demerger Resolutions are approved, and the LTEIP Resolution is not
approved, the Demerger will proceed but the DuluxGroup Board would
not have the relevant discretion.

5.14.7.2, 19

Orica is seeking tax rulings from the ATO for demerger tax relief for
both Orica itself and separately for Australian resident Orica Ordinary
Shareholders (who hold their Orica Ordinary Shares on capital account).

4.4.5, 13

Taxation
What are the taxation
implications of the
Demerger?

If demerger relief is granted, Australian resident Orica Ordinary
Shareholders will be entitled to elect to take roll-over relief. If they make
an election:
–– they will be deemed to have acquired the relevant DuluxGroup Shares
at the same time as they acquired their Orica Ordinary Shares;
–– the cost base of their Orica Ordinary Shares will be allocated between
the Orica Ordinary Shares and DuluxGroup Shares in proportion to their
respective trading values on ASX after the Demerger; and
–– the dividend (which is applied on shareholders’ behalf under the
Scheme) will not be assessable.
On the basis of its discussions with the ATO, Orica expects the tax ruling
to confirm the above taxation treatment for Orica Shareholders.
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Answer

What are the taxation
implications of the
Demerger?

Further information on the general Australian taxation implications of
the Capital Reduction, Demerger Dividend and the Scheme, including
information on the implications if the tax ruling is not received, is set out in
Sections 4.4.5 and 13.

continued

Section

The guide is expressed in general terms and does not constitute taxation
advice in respect of the particular circumstances of any Orica Shareholder.
You should seek your own specific taxation advice for your individual
circumstances.

Other information
What is the Sale
Facility?

Eligible Shareholders
If you are an Eligible Shareholder with a registered address in Australia
or New Zealand who is not acting for the account or benefit of persons
in the US and who holds 1,000 Orica Ordinary Shares or less as at the
Record Date and you wish to have all the DuluxGroup Shares that you
would receive under the Demerger sold on ASX by the Sale Agent and
the proceeds remitted to you, free of any brokerage costs or stamp
duty, you should complete and return the yellow Sale Facility Form
accompanying this Booklet using the enclosed reply paid envelope, or by
fax on +612 9287 0309 so that it is received by the Orica Share Registry
by 7.00pm on Friday, 9 July 2010.

Ineligible Overseas Shareholders
Ineligible Overseas Shareholders will automatically have their DuluxGroup
Shares sold through the Sale Facility, with the proceeds from the sale
of the DuluxGroup Shares to which they would have been entitled,
remitted to them, free of any brokerage costs or stamp duty. Accordingly,
these Ineligible Overseas Shareholders do not need to take any steps
to participate in the Sale Facility. Orica intends to notify Orica Ordinary
Shareholders who Orica is aware are Ineligible Overseas Shareholders
for the purposes of the Demerger by mail prior to the Meetings.
If you have further
questions

If you have any further questions, you should:
–– contact your stockbroker, solicitor, accountant and/or other professional
adviser; or
–– call the Orica Shareholder Information Line on 1300 301 253
(within Australia) or +612 8280 7754 (international) on weekdays
between 8.30am and 7.30pm (AEST).

3.8
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3.1 Overview of the Demerger
At the First Court Hearing on 28 May 2010, Orica obtained
an order from the Court to convene the Scheme Meeting.
The key remaining steps to implement the Demerger are:
–– approval of the Scheme Resolution by Orica Ordinary
Shareholders (by the majority described in Section 3.4.1)
at the Scheme Meeting;
–– approval of the Capital Reduction Resolution by
Orica Ordinary Shareholders and Orica SPS Holders
(by the majority described in Section 3.4.2) at the
General Meeting;
–– the declaration of the Demerger Dividend by Orica;
–– receipt of ASX approval for the admission of
DuluxGroup to the Official List of ASX and receipt of
permission for official quotation of the DuluxGroup
Shares to be transferred under the Scheme on ASX;
–– the satisfaction or waiver of all conditions to the
Demerger prior to the Second Court Hearing. These
conditions are described in Section 3.4.3; and
–– Court approval of the Scheme at the Second
Court Hearing.
Assuming the Scheme is approved, there are four
important dates Orica Shareholders should be aware of:
–– the Effective Date – the date on which the Court
order approving the Scheme is lodged with ASIC, at
which time the Scheme takes effect. This is expected
to be 9 July 2010;
–– the Record Date – the date that is five Business Days
after the Effective Date and the date on which the
Orica Share Register is examined to determine who is
entitled to participate in the Scheme. The Record Date
is expected to be 7.00pm on 16 July 2010;
–– the date on which DuluxGroup Shares commence
trading on ASX on a deferred settlement
basis. This is expected to be 12 July 2010. It is the
responsibility of Eligible Shareholders to confirm their
holding before trading in DuluxGroup Shares. Trading
on ASX of DuluxGroup Shares on a normal settlement
basis is expected to commence on Thursday, 22 July
2010; and
–– the Demerger Implementation Date – the date on
which the Scheme is implemented by Orica applying
the Capital Reduction Amount and the Demerger
Dividend, on behalf of Eligible Shareholders, to the
transfer to those shareholders of one DuluxGroup Share
for each Orica Ordinary Share held on the Record Date.
In the case of Selling Shareholders, DuluxGroup Shares
will be transferred to the Sale Agent who will sell
them on the relevant shareholders’ behalf (refer to
Section 3.8 for further information). The Demerger
Implementation Date is expected to be 19 July 2010.
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3.2 Orica restructure and DuluxGroup separation
3.2.1 Overview
As a result of the Demerger, DuluxGroup will become a
standalone listed entity and Orica and DuluxGroup will
operate independently of each other, except for certain
transitional arrangements and a small number of ongoing
relatively low value commercial supply and site sharing
arrangements.
To facilitate the Demerger, Orica incorporated DuluxGroup
Limited as a public company on 24 September 2008.
Subsequently, Orica initiated a transfer of the DuluxGroup
business to DuluxGroup Limited and its subsidiaries.
Such transfer has been completed in all material respects.
A Separation Deed was entered into between Orica
and DuluxGroup on 25 May 2010 and is described in
Section 3.9.3. The deed provides for continuing indemnities
between Orica and DuluxGroup to give effect to the
fundamental separation principle – that, following the
Demerger, DuluxGroup as a standalone entity has the
entire economic benefit and risk of all former and current
DuluxGroup (formerly Orica Consumer Products) businesses,
companies and assets as if DuluxGroup had owned and
operated those businesses, companies and assets at
all times. Similarly, Orica will have the entire economic
benefit and risk of all former and current Orica businesses,
companies and assets as if Orica had owned and operated
those businesses, companies and assets at all times.
Not all of the transactions underlying the organisational
or capital restructuring have been entered into or effected
on the same terms as could have been obtained from
third parties. In particular, agreements for the transactions
underlying the reorganisation have not included terms
such as certain warranties that might have been obtained
from third parties.
Orica and DuluxGroup have also entered into certain
contractual arrangements dealing with the ongoing
business relationships and operations between Orica
and DuluxGroup as independent companies.
The organisational changes and commercial arrangements
to implement the separation are outlined in the
following Sections.

3.2.2 Organisational restructure
To establish DuluxGroup as a standalone entity, a number
of share and asset transfers were required. Principally:
–– all DuluxGroup assets owned by Orica Australia Pty
Limited (which also owns most of the Australian
business of Orica Mining Services and Orica
Chemicals) have been transferred to a subsidiary
of DuluxGroup Limited;
–– all DuluxGroup assets owned by Orica New Zealand
Limited (which also owns most of the New Zealand
business of Orica Mining Services and Orica Chemicals)
have been transferred to a subsidiary of DuluxGroup
Limited; and
–– all DuluxGroup assets owned by Orica Singapore
Pte Ltd have been transferred to a subsidiary of
DuluxGroup Limited.
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In Papua New Guinea, the Orica Mining Services assets have been or will be transferred from the current operating
company to a subsidiary of Orica Limited, and the current operating company will be transferred to DuluxGroup.
DuluxGroup will consider operating its Papua New Guinean business through a branch of a Singapore subsidiary of
DuluxGroup.
In Hong Kong, DuluxGroup will continue to operate from the same operating company that it has operated from in the
past (which also owned most of the Hong Kong-based business of Orica Mining Services), and the Orica Mining Services
assets in Hong Kong have been transferred to a subsidiary of Orica Limited.
In Malaysia and China, DuluxGroup will continue to operate from the same operating companies that it has operated
from in the past. No other Orica businesses were operated from these companies.
The transactions that were implemented as part of the organisational restructuring (including the transfer of assets,
operations and liabilities to DuluxGroup) have been undertaken at historical book value (except in the case of asset
transfers in New Zealand and intellectual property used by the Yates business, which have been undertaken at
market value).
Following the organisational restructure, and on implementation of the Demerger, the corporate structure of DuluxGroup
will be as follows:
DuluxGroup
Limited
(Australia)

DuluxGroup
(Investments)
Pty Ltd
(Australia)

DuluxGroup
(Finance)
Pty Ltd
(Australia)

DuluxGroup
(New Zealand)
Pty Ltd
(Australia)
New Zealand
Branch

Orica
Consumer Products
Singapore
Pte Ltd
(Singapore)

Orica
Papua New Guinea
Ltd
(Papua New Guinea)

(Note: This is a shelf
company that may
be used to operate
a PNG branch)

Orica
Camel Coatings Ltd
(50% JV)
(Hong Kong)

DGL International
(Hong Kong) Ltd
(Hong Kong)

DGL International
(Malayasia)
Sdn Bhd
(Malaysia)

DGL International
(Singapore)
Pte Ltd
(Singapore)

Orica
Camel Powder
Coatings
(Dongguan) Co Ltd
(China)

Orica
Coatings
(Shenzhen) Co Ltd
(China)

Vietnam Branch

Orica
Coatings
(Shanghai) Co Ltd
(China)

DuluxGroup
(Australia)
Pty Ltd
(Australia)

Dulux Holdings
Pty Ltd
(Australia)

Pinegro Products
Pty Ltd
(50% JV)
(Australia)

(Note: DuluxGroup is
considering incorporating
a separate subsidiary in
Vietnam after Demerger)

All DuluxGroup entities will remove ‘Orica’ from their corporate names in due course as referred to in Section 5.14.11.6.

3.2.3 Capital structure
As part of the implementation of the Demerger, it is necessary to establish a capital structure for DuluxGroup, separate
from Orica.
Following the organisational restructuring transactions, the amount owing from DuluxGroup to Orica will be
approximately $245 million, which will be repaid with funds from external financiers at the time of the Demerger
(refer to Section 6.4.1).
Other than in connection with the capital structuring of DuluxGroup in connection with the Demerger, DuluxGroup
has not raised any capital for the three months before the date of lodgement of this Booklet for registration by
ASIC and does not expect that it will need to raise any capital in the three months after the date of lodgement of
this Booklet for registration by ASIC.
No DuluxGroup Shares were sold in the three months immediately before the date on which this Booklet was lodged
with ASIC.
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3.2.4 DuluxGroup employees
The majority of the Australian-based employees of
DuluxGroup are employed by Orica Australia Pty Limited
and have been offered continuing employment with
DuluxGroup to enable DuluxGroup before the Demerger
Implementation Date to operate separately from Orica.
Similarly, in New Zealand, employees have been offered
continuing employment with DuluxGroup prior to the
Demerger Implementation Date. In most other overseas
countries where DuluxGroup is located, employees will be
or have been offered continuing employment as required.
Apart from the change in the identity of the entity
which employs the relevant employees, their terms and
conditions of employment are, in the case of employees
employed by an entity incorporated in New Zealand,
substantially similar or superior to the terms and conditions
of employment of the employee prior to the offer of
continuing employment overall, and, in all other cases,
overall no less favourable to the position of the employee
prior to the offer of continuing employment.

3.2.5 Date of separation for accounting purposes
For accounting purposes, the expected effective date of
separation of DuluxGroup from Orica, at which time Orica
will cease to consolidate the results of DuluxGroup, is the
Effective Date, which is expected to be 9 July 2010.

3.2.6 Ownership of DuluxGroup Shares
Orica will not own any shares in DuluxGroup after the
Demerger, other than a small number of DuluxGroup
Shares which a subsidiary of Orica may hold as trustee for
employees under the Orica Share Acquisition Plan (SAP).

3.2.7 Deed of Cross Guarantee
Orica and certain of its subsidiaries are parties to a deed of
cross guarantee (“Orica’s Cross Guarantee”) in accordance
with ASIC class order 98/1418. DuluxGroup (Australia)
Pty Ltd (ACN 000 049 427) (“DuluxGroup Australia”) is
a party to Orica’s Cross Guarantee and a subsidiary of
DuluxGroup. Post Demerger, DuluxGroup Australia will
cease to comply with the requirements of ASIC’s class
order with respect to Orica’s Cross Guarantee. Accordingly,
steps have been taken to revoke DuluxGroup Australia’s
participation in Orica’s Cross Guarantee. A revocation
deed will be lodged with ASIC, which will take effect
6 months after that date of lodgment provided that no
party to Orica’s Cross Guarantee goes into liquidation
during that 6 month period.
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3.3 Capital Reduction, Demerger Dividend
and Scheme
3.3.1 Capital Reduction
Orica has proposed the Capital Reduction Resolution
to permit Orica to reduce its capital on the Demerger
Implementation Date by $215.9 million. The Capital
Reduction will not be paid in cash, rather it will be applied
on behalf of the Scheme Participants as part payment for
the DuluxGroup Shares.
The Capital Reduction is conditional on the Scheme
Resolution being passed by Orica Ordinary Shareholders
and the Scheme being approved by the Court. This means
that Orica will not undertake the Capital Reduction unless
the Scheme becomes effective.

3.3.2 Demerger Dividend
Orica will declare the Demerger Dividend Amount as a
dividend to Scheme Participants. The Demerger Dividend
will not be paid to Scheme Participants in cash, rather it
will be applied by Orica on behalf of Scheme Participants
as part payment for the DuluxGroup Shares.
The declaration of the Demerger Dividend Amount is
conditional on the Scheme Resolution being passed
by Orica Ordinary Shareholders, the Capital Reduction
Resolution being passed by Orica Shareholders and the
Scheme being approved by the Court. This means that
Orica will not declare the Demerger Dividend Amount
unless the Scheme becomes effective.
No Orica Shareholder approval is required for the
Demerger Dividend.

3.3.3 Scheme
If the Scheme Resolution is passed by Orica Ordinary
Shareholders and the Capital Reduction Resolution is
passed by Orica Shareholders and the Scheme is approved
by the Court, then:
–– the Scheme will become effective on the Effective Date
(expected to be 9 July 2010);
–– at the close of business on the Effective Date, Orica
will cease trading cum-Distribution Entitlement to
DuluxGroup Shares (i.e. cum-Capital Reduction
Entitlement and cum-Demerger Dividend Entitlement);
–– on the Business Day following the Effective Date
(expected to be 12 July 2010), DuluxGroup will be listed
on the ASX Official List on a deferred settlement basis.
Orica will trade on ASX ex-Distribution Entitlement;
–– on or before the Record Date (expected to be
16 July 2010), the Orica Board will declare the
Demerger Dividend; and
–– on the Demerger Implementation Date (expected to be
19 July 2010):
–– Orica will undertake the Capital Reduction (such
that the Orica share capital account will be reduced
by the amount of the Capital Reduction) and apply
the Demerger Dividend (such that the Orica retained
earnings account will be reduced by the amount of
the Demerger Dividend);
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–– on behalf of each Orica Ordinary Shareholder
at the Record Date, Orica will apply their Capital
Reduction Entitlement and their Demerger Dividend
Entitlement as consideration for the transfer of
DuluxGroup Shares;
–– in the case of each Eligible Shareholder, one
DuluxGroup Share will be transferred to that Eligible
Shareholder for every Orica Ordinary Share the
Eligible Shareholder is registered as holding on
the Record Date;
–– in the case of each Selling Shareholder, the
DuluxGroup Shares to which those shareholders
would otherwise have been entitled will be transferred
to the Sale Agent to be sold as soon as reasonably
practicable after the Demerger Implementation Date,
with the proceeds of sale being remitted to the Selling
Shareholder as applicable. Under the terms of the
Scheme, each Selling Shareholder is taken to have
agreed to this process; and
–– as a result of implementation of the Scheme,
DuluxGroup will cease to be a part of Orica.
Section 3.5 outlines the criteria for identifying Eligible
Shareholders and Ineligible Overseas Shareholders.
The Scheme is set out in full in Section 16.

3.4 Demerger procedure
3.4.1 Scheme Meeting
On 28 May 2010 at the First Court Hearing, the Court
ordered a meeting of all Orica Ordinary Shareholders to
be convened to consider and, if thought fit, approve the
Scheme, with or without amendment or modification. The
notice convening the Scheme Meeting is set out in Section 18
and the terms of the Scheme are contained in Section 16.
The fact that the Court has ordered that the meeting be
convened is no indication that the Court has a view as
to the merits of the Scheme or as to how shareholders
should vote. On these matters, shareholders must reach
their own decision.
Each Orica Ordinary Shareholder who is registered on the
Orica Share Register as the holder of an Orica Ordinary
Share at 7.00pm on Tuesday, 6 July 2010 is entitled
to attend and vote at the Scheme Meeting. Orica SPS
Holders are not entitled to vote at the Scheme Meeting.
For the Demerger to proceed, the Scheme Resolution
must be approved by:
–– a majority in number (more than 50%) of Orica
Ordinary Shareholders present and voting at the
Scheme Meeting (whether in person or by proxy); and
–– at least 75% of the total number of votes cast on the
resolution by Orica Ordinary Shareholders present
and voting (whether in person or by proxy) at the
Scheme Meeting.
If these thresholds are met, the Capital Reduction is
approved, all other conditions to the Demerger have been
satisfied or waived and the Court approves the Scheme, all
Orica Ordinary Shareholders will be bound by the Scheme,
including those who voted against the Scheme and those
who did not cast a vote. Voting at the Scheme Meeting
will be by poll.
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3.4.2 General Meeting for Capital Reduction
The Orica Board has convened the General Meeting to
consider and, if thought fit, approve the Capital Reduction
Resolution. The terms of the Capital Reduction Resolution
are set out in the notice convening the General Meeting
in Section 19. For the Demerger to proceed, among other
things, the Capital Reduction Resolution must be approved
by a simple majority of votes cast on the resolution.
The Capital Reduction is conditional on the Scheme
becoming effective.
Each Orica Ordinary Shareholder and Orica SPS Holder
who is registered on the Orica Share Register at 7.00pm
on 6 July 2010 is entitled to attend the General Meeting
and vote on the Capital Reduction Resolution. Under the
terms of the Orica SPS, Orica SPS Holders have one vote
for each Orica SPS held.

3.4.3 Conditions to implementation of
the Demerger
The Demerger will become binding on Orica and Orica
Ordinary Shareholders only if all the following conditions
are satisfied:
(1) Orica Directors’ recommendation – between
the date of this Booklet and the Scheme Meeting,
a majority of the Orica Directors recommend and do
not change or withdraw their recommendation to
Orica Shareholders to vote in favour of the Demerger
Resolutions;
(2) Scheme Resolution – Orica Ordinary Shareholders
pass the Scheme Resolution at the Scheme Meeting
by the required majority;
(3) Capital Reduction Resolution – Orica Shareholders
pass the Capital Reduction Resolution at the General
Meeting by the required majority;
(4) No restraining orders – no temporary restraining
order, preliminary or permanent injunction or other
order is issued by any court of competent jurisdiction
and no other legal restraining order or prohibition
preventing the Demerger is in effect as at 8.00am
on the date of the Second Court Hearing;
(5) Regulatory approvals – all regulatory approvals
are obtained by 8.00am on the date of the Second
Court Hearing, either unconditionally or on conditions
reasonably satisfactory to the Orica Board;
(6) ASX approval and quotation – ASX approves
the admission of DuluxGroup to the Official List of
ASX and grants permission for official quotation of
DuluxGroup Shares on ASX, subject only to the Scheme
becoming effective and such other conditions as may
be acceptable to the Orica Board; and
(7) Court approval – the Court approves the Scheme in
accordance with section 411(4)(b) of the Corporations
Act and an office copy of the order of the Court is
lodged with ASIC.
The conditions in paragraphs (4) and (5) are for Orica’s
benefit only and may be waived by Orica in writing. Orica
will provide a certificate to the Court at the Second Court
Hearing confirming whether these conditions have been
satisfied or waived.
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3.4.4 Second Court Hearing

3.5.2 Eligible Shareholders

If the Capital Reduction Resolution and the Scheme are
approved by Orica Shareholders, and all other conditions
to the Scheme (other than Court approval) have been
satisfied or waived, Orica will apply to the Court for orders
approving the Scheme on or around 9 July 2010.

Orica Ordinary Shareholders whose addresses are shown
in the Orica Share Register on the Record Date as being in
the following jurisdictions will be Eligible Shareholders and
will be entitled to have DuluxGroup Shares transferred to
them pursuant to the Scheme:

3.4.5 Timetable

–– Australia, New Zealand, the United Kingdom, the US,
Canada, Chile, China, Germany, Hong Kong, Ireland,
Italy, Japan, Malaysia, the Netherlands, Norway,
Singapore, Switzerland and the United Arab Emirates;
and

An indicative timetable for the Demerger appears on
page 4. All dates and times following the date of the
Scheme Meeting and General Meeting are indicative only
and, among other things, are subject to all necessary
approvals from the Court and other regulatory authorities.
Any changes to the timetable (which may include an
earlier or later date for the Second Court Hearing) will be
announced through ASX and notified on Orica’s website
at www.orica.com.

3.4.6 Expiry date
If the Effective Date does not occur by 30 September 2010
(or such other date determined by Orica), then the Scheme
will lapse and DuluxGroup will continue to be owned and
operated by Orica.

3.5 Entitlement to participate in the Demerger
3.5.1 Orica Ordinary Shareholders
Orica Ordinary Shareholders as at the Record Date will
be entitled to the Capital Reduction Entitlement and the
Demerger Dividend Entitlement and will be eligible to
participate in the Scheme. The way in which an individual
Orica Ordinary Shareholder participates will depend on
whether that shareholder is an Eligible Shareholder or an
Ineligible Overseas Shareholder.
For the purposes of determining which Orica Ordinary
Shareholders are eligible to receive the Capital Reduction
Entitlement and the Demerger Dividend Entitlement and
to participate in the Scheme, dealings in Orica Ordinary
Shares will be recognised only if:
–– in the case of dealings of the type to be effected using
CHESS, the transferee is registered on the Orica Share
Register as the holder of the relevant Orica Ordinary
Shares on the Record Date (or registered before the
Record Date and remains registered on that date); and
–– in all other cases, registrable transmission applications
or transfers in respect of those dealings are received by
the Orica Share Registry before the Record Date with
sufficient time to allow for registration of the transferee
on the Record Date (or registered before the Record
Date and remains registered on that date).
For the purpose of determining entitlements under the
Scheme, Orica will not accept for registration or recognise
any transfer or transmission application in respect of Orica
Ordinary Shares received after the Record Date.

–– any other jurisdiction in which Orica reasonably believes
that it is not prohibited and not unduly onerous or
impractical to implement the Scheme and to transfer
DuluxGroup Shares to a Scheme Participant.

3.5.3 Ineligible Overseas Shareholders
Orica intends to notify Orica Ordinary Shareholders who
it is aware are Ineligible Overseas Shareholders for the
purposes of the Demerger by mail prior to the Meetings.
Ineligible Overseas Shareholders are Orica Ordinary
Shareholders whose addresses are shown in the Orica
Share Register on the Record Date as being in a jurisdiction
outside Australia, New Zealand, the United Kingdom, the
US and the other countries referred to in Section 3.5.2.
Ineligible Overseas Shareholders will participate in the
Capital Reduction and Demerger Dividend Entitlements
on the same basis as all Eligible Shareholders. However,
DuluxGroup Shares will not be transferred to Ineligible
Overseas Shareholders. Instead, DuluxGroup Shares
to which the Ineligible Overseas Shareholders would
otherwise have been entitled will be transferred to the
Sale Agent to be sold under the Sale Facility.
The Sale Agent will sell those DuluxGroup Shares on
behalf of Ineligible Overseas Shareholders and account to
each Ineligible Overseas Shareholder for the proceeds of
sale of DuluxGroup Shares to which the Ineligible Overseas
Shareholder would otherwise have been entitled. Orica
will pay any brokerage costs or stamp duty associated
with the sale.
Refer to Section 3.8 for more information on how the
Sale Facility will operate.

3.5.4 Orica SPS Holders
Orica SPS Holders are not entitled to, and will not,
participate in the Capital Reduction, the Demerger
Dividend or the Scheme.
Orica SPS Holders are, however, entitled under the SPS
Terms to vote on the Capital Reduction Resolution at
the General Meeting.
No special distribution will be paid on the Orica SPS
in connection with the Demerger.
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3.5.5 Employee Share Plan
Employees of Orica and DuluxGroup who hold Orica
Ordinary Shares under the Employee Share Plan are
entitled to participate in the Demerger, subject to
the eligibility criteria specified in Sections 3.5.1, 3.5.2
and 3.5.3.

3.5.6 General Employee Exempt Share Plan
Employees of Orica and DuluxGroup who hold Orica
Ordinary Shares under the General Employee Exempt
Share Plan (for Australia or New Zealand) are entitled
to participate in the Demerger, subject to the eligibility
criteria specified in Sections 3.5.1, 3.5.2 and 3.5.3.

3.5.7 Share Acquisition Plan (SAP)
The trustee of the SAP, Orica Share Plan Pty Ltd, is entitled
to participate in the Demerger. The trustee of the SAP will
be in contact with the participants in the SAP in relation to
their participation in the Demerger.

3.5.8 Long-Term Equity Incentive Plan (LTEIP)
Employees of Orica and DuluxGroup who hold Orica LTEIP
Shares are entitled to participate in the Demerger, subject
to the eligibility criteria specified in Sections 3.5.1, 3.5.2
and 3.5.3.

3.6 Effect of the Demerger
3.6.1 Orica Ordinary Shareholders
If the Demerger is implemented, Orica Ordinary
Shareholders on the Orica Share Register on the Record
Date will be credited with their Capital Reduction
Entitlement and Demerger Dividend Entitlement for
each Orica Ordinary Share they are registered as holding
on the Record Date.
Under the Scheme, Orica Ordinary Shareholders will not
receive their Capital Reduction Entitlement and Demerger
Dividend Entitlement in cash. Orica will, on the Demerger
Implementation Date, apply these amounts on behalf
of Orica Ordinary Shareholders as consideration for
DuluxGroup Shares to be transferred to those shareholders
(or to the Sale Agent in the case of Selling Shareholders).
Upon transfer of this consideration from Orica, one
DuluxGroup Share will be transferred to Orica Ordinary
Shareholders for every Orica Ordinary Share held on the
Record Date (or to the Sale Agent in the case of Selling
Shareholders).
The obligation to transfer DuluxGroup Shares to
Eligible Shareholders and Selling Shareholders will
be discharged by:
–– Orica transferring DuluxGroup Shares to Eligible
Shareholders or, in the case of Selling Shareholders,
to the Sale Agent (as described in Section 3.8); and
–– DuluxGroup entering the names of the Eligible
Shareholders in DuluxGroup Share Register in respect of
DuluxGroup Shares transferred to them or, in the case
of Selling Shareholders, the name of the Sale Agent in
respect of DuluxGroup Shares that would otherwise
have been transferred to those Selling Shareholders.
It is expected that Eligible Shareholders will have their
names entered on DuluxGroup’s Share Register by
19 July 2010 or shortly thereafter.
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Except for an Eligible Shareholder’s tax file number
(which will be required to be provided by each Eligible
Shareholder as applicable to the DuluxGroup Share
Registry), binding instructions between such Eligible
Shareholders and Orica relating to their respective
Orica Ordinary Shares (including, without limitation,
any instructions relating to payment of dividends or
communications from Orica) will, from the Record Date,
be deemed to be similarly binding instructions to, and
accepted by, DuluxGroup in respect of the DuluxGroup
Shares transferred to those Eligible Shareholders, until
those instructions are, in each case, revoked or amended
in writing addressed to the DuluxGroup Share Registry.
Holding statements for DuluxGroup Shares are expected
to be dispatched to Eligible Shareholders by Wednesday,
21 July 2010. A holding statement will be sent by prepaid post to each Eligible Shareholder’s address on the
Orica Share Register (unless the shareholder has directed
otherwise). In the case of joint shareholders, holding
statements for DuluxGroup Shares will be sent to the
address of the Eligible Shareholder whose name first
appears on the Orica Share Register.
For more information on the operation of the Demerger
in relation to Ineligible Overseas Shareholders, refer to
Section 3.5.3.
DuluxGroup will maintain an electronic issuer-sponsored
subregister and an electronic CHESS subregister. These
two registers will together constitute the DuluxGroup
Share Register.

3.6.2 Orica SPS Holders
Orica SPS Holders will not participate in the Capital
Reduction, the Demerger Dividend and the Scheme and
these transactions will not affect the number of Orica
SPS on issue or their face value. Orica SPS Holders will
not receive any securities in DuluxGroup if the Demerger
proceeds. If the Demerger proceeds and Orica SPS convert
into Orica Ordinary Shares after the Record Date, Orica SPS
Holders will receive Orica Ordinary Shares at a time when
Orica no longer holds any interest in DuluxGroup.
Orica’s capacity to pay distributions to Orica SPS Holders
will not be materially affected by the implementation of
the Demerger.
Orica SPS have Conversion Rights which, in certain
circumstances, require Orica to convert Orica SPS into one
Orica Ordinary Share and issue an additional number of
Orica Ordinary Shares to Orica SPS Holders (Conversion
Number). These Conversion Rights will not be adversely
affected or triggered by the Scheme or the Capital
Reduction. The Conversion Number for the Conversion
Rights will adjust depending on a range of factors,
including the volume weighted average price of Orica
Ordinary Shares at the relevant time.
Orica SPS Holders are entitled to vote on the Capital
Reduction Resolution at the General Meeting. Orica SPS
Holders are not entitled to vote at the Scheme Meeting.
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3.6.3 Employee Share Plan
For employees of Orica, the Scheme and the Capital
Reduction will not affect the terms under which Orica
Ordinary Shares are held under the Employee Share Plan
(including the terms of repayment of loans over Orica
Ordinary Shares under the Employee Share Plan).
For employees of DuluxGroup, on or before the Demerger
Implementation Date, DuluxGroup will pay the remaining
balance of loans of employees of DuluxGroup under the
Employee Share Plan and establish new employee loans for
the repayment of the balance of those loans.
As referred to in Section 3.5.5, employees of Orica
and DuluxGroup who hold Orica Ordinary Shares under
the Employee Share Plan are entitled to participate in the
Demerger, subject to the eligibility criteria specified in
Sections 3.5.1, 3.5.2 and 3.5.3.

3.6.4 General Employee Exempt Share Plan
For employees of Orica, the Scheme and the Capital
Reduction will not affect the terms under which Orica
Ordinary Shares are held under the General Employee
Exempt Share Plan (for Australia or New Zealand) (including
the terms of repayment of loans over Orica Ordinary Shares
under the General Employee Exempt Share Plan).
For employees of DuluxGroup, on or before the
Demerger Implementation Date, DuluxGroup will
pay the remaining balance of loans of employees of
DuluxGroup under the General Employee Exempt Share
Plan and establish new employee loans for the repayment
of the balance of those loans.
As referred to in Section 3.5.6, employees of Orica
and DuluxGroup who hold Orica Ordinary Shares under
the General Employee Exempt Share Plan are entitled
to participate in the Demerger, subject to the eligibility
criteria specified in Sections 3.5.1, 3.5.2 and 3.5.3.

3.6.5 Share Acquisition Plan (SAP)
For employees of Orica, the Scheme and the Capital
Reduction will not affect the terms under which Orica
Ordinary Shares are held under the SAP.
For employees of DuluxGroup, the relevant Orica Ordinary
Shares will continue to be held by the trustee of the SAP.
The trustee must, if requested in writing by a DuluxGroup
employee, transfer legal title to the relevant Orica and
DuluxGroup Ordinary Shares to the DuluxGroup employee.
As referred to in Section 3.5.7, the trustee of the SAP,
Orica Share Plan Pty Ltd, is entitled to participate in the
Demerger. The trustee of the SAP will be in contact with
the participants in the SAP in relation to their participation
in the Demerger.

3.6.6 Long-Term Equity Incentive Plan (LTEIP)
The DuluxGroup Shares that Orica LTEIP holders are
entitled to receive under the Demerger will have a holding
lock on them.
Orica LTEIP holders that are not DuluxGroup employees
that sell any of the DuluxGroup Shares which they are
entitled to receive under the Demerger will have the after
tax sale proceeds automatically applied by Orica towards
reducing their outstanding loan balance under the LTEIP.
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Similarly, any dividends received by an Orica LTEIP holder in
respect of any DuluxGroup Shares that they are entitled to
receive under the Demerger will be automatically applied
(net of tax) by Orica towards reducing their outstanding
loan balance under the LTEIP.
For DuluxGroup LTEIP holders, the period for the testing
of the performance condition to their LTEIP Shares for
loan forgiveness purposes will be brought forward
and calculated on a pro rata basis at the Demerger
Implementation Date. The DuluxGroup Shares that
DuluxGroup LTEIP holders are entitled to receive under
the Demerger will have a holding lock on them. The
Orica Board and the DuluxGroup Board have agreed to
allow share trading windows immediately following the
Demerger and DuluxGroup LTEIP holders will be required
to either repay their outstanding loan balance or have their
Orica Shares and DuluxGroup Shares sold on their behalf
and the sale proceeds applied towards repayment of the
loan. Any excess funds realised through the sale process
will be remitted to the relevant DuluxGroup employee.

3.6.7 Creditors
In the opinion of the Orica Directors, Orica will have a
viable independent future and the Demerger will not,
if implemented, materially prejudice Orica’s ability to
pay its creditors. Further, in the opinion of the Orica
Directors, the Demerger will not, if implemented,
materially prejudice the ability of DuluxGroup to pay the
creditors which it assumes as part of the Demerger.
The Independent Expert has concluded that the Demerger
will not materially prejudice Orica’s ability to pay its
creditors. Refer to Section 12 for a concise version of the
Independent Expert’s Report.

3.7 ASX listing of DuluxGroup
DuluxGroup will apply to ASX for admission to the Official
List of ASX and for official quotation of the DuluxGroup
Shares on ASX.
DuluxGroup Shares are expected to commence trading
on ASX, initially on a deferred settlement basis, on 12
July 2010. It is the responsibility of Eligible Shareholders
to confirm their holding before trading in DuluxGroup
Shares. Normal trading of DuluxGroup Shares is expected
to commence on or about Thursday, 22 July 2010.
DuluxGroup Shares will trade under the code “DLX”.
It is the responsibility of each Orica Shareholder to
determine their entitlement to DuluxGroup Shares before
trading those shares to avoid the risk of selling DuluxGroup
Shares they do not own. If an Orica Shareholder sells
DuluxGroup Shares without receiving confirmation of
their entitlement, they do so at their own risk.
Whether or not the Demerger proceeds, Orica will
continue to be listed on ASX and Orica Ordinary Shares
and Orica SPS will continue to be quoted on ASX.

3.8 Sale Facility
3.8.1 Eligible Shareholders
Eligible Shareholders with a registered address in Australia
or New Zealand who do not act for the account or benefit
of persons in the US and who hold 1,000 Orica Ordinary
Shares or less as at the Record Date may elect to have all
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the DuluxGroup Shares that they would otherwise receive
under the Demerger sold on ASX by the Sale Agent and
the proceeds remitted to them as soon as practicable
following the sale of those shares (which is expected to
be no more than 15 Business Days after the Demerger
Implementation Date), free of any brokerage costs or
stamp duty.
Those Eligible Shareholders with a registered address in
Australia or New Zealand who do not act for the account
or benefit of persons in the US and who hold 1,000 Orica
Ordinary Shares or less as at the Record Date and wish to
participate in the Sale Facility should complete and return
the yellow Sale Facility Form using the enclosed reply
paid envelope or by fax on +612 9287 0309 so that it is
received by the Orica Share Registry by 7.00pm on Friday,
9 July 2010.

3.8.2 Ineligible Overseas Shareholders
Orica intends to notify Orica Ordinary Shareholders who
it is aware are Ineligible Overseas Shareholders for the
purposes of the Demerger by mail prior to the Meetings.
Ineligible Overseas Shareholders are Orica Ordinary
Shareholders whose registered addresses are shown in
the Orica Share Register on the Record Date as being in
a jurisdiction outside Australia, New Zealand, the United
Kingdom, the US or the other countries referred to in
Section 3.5.2.
Ineligible Overseas Shareholders will continue to be
entitled to hold their Orica Ordinary Shares. However,
the DuluxGroup Shares which they would otherwise have
received will be transferred to the Sale Agent and sold,
with the proceeds remitted to them as soon as practicable
following the sale of those shares (which is expected to
be no more than 15 Business Days after the Demerger
Implementation Date), free of any brokerage costs or
stamp duty.
The payment of the proceeds from the sale of DuluxGroup
Shares will be in full satisfaction of the rights of Ineligible
Overseas Shareholders under the Scheme. Full details of
this process are contained in clause 3.6 of the Scheme
(which is set out in Section 16).

3.8.3 Operation of the Sale Facility
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As the market price of DuluxGroup Shares will be subject
to change from time to time, the sale price of those
DuluxGroup Shares and the proceeds of that sale cannot
be guaranteed. Selling Shareholders will be able to obtain
information on the market price of DuluxGroup Shares on
ASX’s website at www.asx.com.au.
The proceeds received by the Sale Agent will then, as soon
as practicable, be distributed to Selling Shareholders by
making a deposit into an account with an Australian bank
nominated by the Selling Shareholder with the Orica Share
Registry as at the Record Date. If the Selling Shareholder
does not have a nominated Australian bank account with
the Orica Share Registry as at the Record Date, the Selling
Shareholder will be sent a cheque drawn on an Australian
bank in Australian currency for the proceeds of sale. If the
relevant Selling Shareholder’s whereabouts are unknown
as at the Record Date, the proceeds for that Selling
Shareholder will be paid into a separate bank account
and held until claimed or applied under laws dealing
with unclaimed money.
The amount of money received by each Selling
Shareholder will be calculated on an averaged basis so
that all Selling Shareholders will receive the same price
per DuluxGroup Share, subject to rounding to the nearest
whole cent. Consequently, the amount received by Selling
Shareholders for each DuluxGroup Share may be more or
less than the actual price that is received by the Sale Agent
for that particular DuluxGroup Share.
Under the Scheme, each Selling Shareholder appoints
Orica as its agent to receive on its behalf any financial
service guide or other notices which may be issued by
the Sale Agent.

3.9 Demerger agreements
3.9.1 Demerger Implementation Deed
The Demerger Implementation Deed sets out the steps
required to be taken by each of Orica and DuluxGroup
to give effect to the Capital Reduction, the Demerger
Dividend and the Scheme and other steps necessary
to give effect to the Demerger on the Demerger
Implementation Date.
The key terms of the deed are as follows:

DuluxGroup Shares that would otherwise have been
transferred to the Orica Ordinary Shareholders referred
to in Section 3.8.1 and Ineligible Overseas Shareholders
referred to in Section 3.8.2 will be transferred to the
Sale Agent to be sold under the Sale Facility.

–– (Conditions) The obligations of Orica and DuluxGroup
under the deed are subject to the conditions described
in Section 3.4.3 not being breached or being incapable
of satisfaction (or in the case of conditions (4) and (5) in
Section 3.4.3 being waived by Orica in writing).

Under the Sale Facility, the Sale Agent will sell those
DuluxGroup Shares on ASX during the 15 Business Days
following the Demerger Implementation Date (or such
longer period of time, being no more than 12 months
after the date of this Booklet, which the Sale Agent
and Orica determine is reasonable having regard to the
demand for DuluxGroup Shares) at the price the Sale
Agent determines. Shares will not be sold to persons who
are not, and are not acting for the account or benefit of,
persons in the US in offshore transactions in reliance on
Regulation S under the US Securities Act.

–– (Obligations of Orica) Orica agrees that it will take all
necessary steps to implement the Demerger as soon as
is reasonably practicable (including by doing any acts on
behalf of Orica Ordinary Shareholders as at the Record
Date) including by, among other things:
–– applying for Court orders to convene the Scheme
Meeting and the General Meeting and an Orica
Board meeting to approve the Demerger Dividend;
–– applying for Court orders to approve the Scheme;
–– lodging copies of the Court order approving the
Scheme with ASIC;
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–– procuring the sale of DuluxGroup Shares by the Sale
Agent in respect of Selling Shareholders; and
–– complying with the terms of the Scheme in all
respects.
In addition, Orica must take all actions necessary to
cause the appointment of Peter Kirby, Garry Hounsell
and Patrick Houlihan as directors of DuluxGroup
with effect from no later than the Scheme
becoming effective.
–– (Obligations of DuluxGroup) DuluxGroup agrees
that it will take all necessary steps to implement the
Demerger as soon as reasonably practicable, including
by, among other things:
–– using its best endeavours to satisfy all conditions
precedent to draw down the external financing
facility;
–– registering the DuluxGroup Shares in the name
of Eligible Shareholders or, in the case of Selling
Shareholders, registering the DuluxGroup Shares
in the name of the Sale Agent. DuluxGroup
indemnifies each Orica Ordinary Shareholder for
a failure to perform this obligation;
–– issuing holding statements within the time required
by the Listing Rules; and
–– taking any action required to procure the satisfaction
of any conditions or requirements associated with
any conditional ASX listing approval or deferred
settlement trading on ASX of DuluxGroup Shares.
In addition, as soon as practicable, DuluxGroup must
apply for admission of DuluxGroup to the Official List
of ASX and official quotation of DuluxGroup Shares
on ASX.
–– (Demerger steps) The deed also contains details of
the order in which the obligations of the parties as
mentioned are to be performed, and certain other steps
to be completed by Orica and DuluxGroup in order to
give effect to the implementation of the Demerger.

3.9.2 Deed Poll
On 25 May 2010, DuluxGroup entered into the Deed Poll in
favour of Orica Ordinary Shareholders as at the Record Date
under which DuluxGroup has undertaken to take the steps
to be performed by it under the Scheme, including applying
for admission to the Official List of ASX and for official
quotation of DuluxGroup Shares on ASX, and registering
the transfer of DuluxGroup Shares to Orica Ordinary
Shareholders (or in the case of Selling Shareholders to the
Sale Agent) as contemplated by the Scheme.
The Deed Poll is set out in full in Section 17.

3.9.3 Separation Deed
The Separation Deed was entered into on
25 May 2010 and deals with certain commercial, legal
and transitional issues arising in connection with the legal
and economic separation of DuluxGroup from Orica.
In this Section references to Orica exclude DuluxGroup
and any subsidiaries of DuluxGroup.
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The key terms of the Separation Deed are as follows:
–– (Demerger principle) The fundamental underlying
principle of the Demerger and Restructure is that,
on and from the Effective Date:
–– DuluxGroup will have the entire economic benefit,
commercial risk and liabilities of all businesses to be
conducted by DuluxGroup after the Effective Date
and all former DuluxGroup businesses, as though
DuluxGroup had always owned and operated those
businesses; and
–– Orica will have the entire economic benefit,
commercial risk and liabilities of all businesses to be
conducted by Orica after the Effective Date and any
company, business or asset which is not a business to
be conducted by DuluxGroup after the Effective Date
or a former DuluxGroup business, as though Orica
had always owned and operated those businesses.
–– (Indemnities) DuluxGroup and Orica indemnify each
other against all claims and liabilities relating to any
claim brought by the other relating to liabilities which
are liabilities of their businesses or former businesses
following the application of the Demerger principle.
	The Separation Deed also contains specific indemnities
with respect to certain matters (the material indemnities
being referred to below). Where the Separation Deed
contains a specific indemnity, that indemnity prevails
over the general indemnities referred to above.
–– (Limitations and exclusions from indemnities)
DuluxGroup and Orica may only make a claim in
relation to the general indemnities referred to above,
or any of the specific indemnities contained in the
Separation Deed, if the amount of the individual claim
exceeds $50,000, and the aggregate amount of all
claims exceeds $250,000 (in which case, the entire
amount of the indemnity is payable). In addition,
the claim must be net of any amount that the party
receives under insurance.
	There are certain matters which are excluded from the
operation of all of the general indemnities referred to
above and specific indemnities, including claims arising
as a result of the fraud, wilful misconduct or bad faith
of the party claiming and claims or liabilities to the
extent prohibited or excluded by statute or other law.
Orica and DuluxGroup agree arrangements pursuant
to which the economic and management responsibility
for indemnity claims will be determined in a manner
reflecting the Demerger principle. Orica and
DuluxGroup agree to assist each other in respect of
the conduct of claims to which the indemnity relates.
–– (Rights in accordance with the Demerger principle)
Orica and DuluxGroup acknowledge that, once the
Demerger is implemented, no member of Orica will
have any rights against, or obligations to, a member of
DuluxGroup and no member of DuluxGroup will have
any rights against, or obligations to, a member of Orica
except those rights and obligations expressly contained
in or conferred by the Separation Deed, the agreements
effecting the internal restructure or any agreement
between a member of DuluxGroup and a member of
Orica executed after the Separation Deed.

3 Details of the Demerger

–– (Assets and liabilities generally) Orica and
DuluxGroup acknowledge that Orica and DuluxGroup
have been restructured pursuant to various internal
asset and share transfer agreements in accordance
with the Demerger principle with the intention that
in the case of Orica, assets owned or controlled by
DuluxGroup which are necessary for, or used by,
Orica to operate the Orica businesses, and liabilities in
relation to the Orica businesses, are held by or have
been transferred to the appropriate Orica entity or
otherwise dealt with by transitional arrangements
agreed between the parties, and in the case of
DuluxGroup, assets owned or controlled by Orica which
are necessary for, or used by, DuluxGroup to operate
DuluxGroup businesses, and liabilities in relation to the
DuluxGroup businesses, are held by or are transferred
to the appropriate DuluxGroup member or otherwise
dealt with by transitional arrangements agreed
between the parties. The deed imposes obligations
on the parties to effect any further transfers required
to give effect to this.
–– (Acceptance of liabilities) Each of Orica and
DuluxGroup accepts (and agrees to assume) any
liabilities that, in accordance with the Demerger
principle, should have been assigned to, or assumed by,
either one of them pursuant to the internal restructure,
but which were not so assigned or assumed.
–– (Contracts) Orica and DuluxGroup agree, in
accordance with the Demerger principle, to use their
respective reasonable endeavours to assign or novate
each DuluxGroup contract (including property leases)
which has not already been assigned or novated to
which a member of Orica is a party to a member
of DuluxGroup with effect from the Effective Date.
DuluxGroup indemnifies Orica after the Effective Date
for all claims and liabilities incurred by any member of
Orica in relation to DuluxGroup contracts. Reciprocal
obligations and indemnities apply for Orica contracts
to which a member of DuluxGroup is a party. The
deed also contains certain arrangements in relation
to the separation of certain contracts and sites which
are shared by the Orica and DuluxGroup businesses
as at the Effective Date.
–– (Employees) Employees of Orica working in the
business of DuluxGroup will be offered continuing
employment with DuluxGroup on terms and conditions
which are, in the case of employees employed by an
entity incorporated in New Zealand, substantially similar
or superior to the terms and conditions of employment
of the employee prior to the offer of continuing
employment overall, and, in all other cases, overall no
less favourable to the position of the employee prior to
the offer of continuing employment. The employees are
intended to commence employment with DuluxGroup
prior to the Effective Date. Ongoing liabilities relating to
such employees, such as salary and provision of leave,
are to be assumed by DuluxGroup, consistent with the
Demerger principle.
–– (Liability in relation to the Booklet) Orica agrees
to indemnify DuluxGroup, and its subsidiaries,
directors, officers and employees, and directors,
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officers and employees of its subsidiaries, against any
liability incurred by them arising from any claim made
against them arising from a failure of this Booklet or
DuluxGroup’s listing memorandum to comply with any
applicable legal requirement except to the extent the
failure is, or was, a result of any DuluxGroup member
involving fraud, wilful misconduct or bad faith.
–– (Insurance) Prior to the Effective Date, DuluxGroup will
have the benefit of Orica insurance policies. After the
Effective Date, DuluxGroup will continue to have the
benefit of Orica’s insurance policies until these policies
expire on 30 September 2010, save and except for
directors’ and officers’ insurance and crime insurance
which will be arranged by DuluxGroup prior to the
Effective Date. Otherwise, DuluxGroup is responsible
for its own insurance arrangements, including directors’
and officers’ insurance following the Demerger.
However, Orica will continue to maintain general and
product liability insurance for DuluxGroup businesses or
former businesses conducted by Orica for seven years
after the Effective Date in respect of acts or omissions
occurring on or before the Effective Date, provided
such insurance is able to be maintained by Orica on
commercially reasonable terms. DuluxGroup will
maintain general and product liability insurance for
Orica businesses or former businesses located in
Papua New Guinea and Hong Kong for seven years in
respect of acts or omissions occurring on or before the
Effective Date, provided such insurance is able to be
maintained by DuluxGroup on commercially reasonable
terms. In addition, the directors and officers of Orica
and DuluxGroup prior to the Demerger taking effect
will continue to have the benefit of the directors’ and
officers’ run-off insurance held by Orica in respect
of matters which occurred before the Demerger
takes effect.
It is intended that DuluxGroup insurance policies will
be placed with insurers of acceptable security and the
levels of retained risk and coverage purchased will be
appropriate to the business activities of DuluxGroup,
subject to such insurance being available on
commercially reasonably terms.
–– (Financial support) DuluxGroup is obliged to use
its best endeavours to procure the release of all
encumbrances, guarantees and other forms of security
and financial support given by Orica in respect of
the businesses to be conducted by DuluxGroup after
the Effective Date, except as otherwise agreed. Orica
has reciprocal obligations. Orica and DuluxGroup
indemnify the other against liabilities in relation to such
encumbrances, guarantees and other forms of security
and financial support until they are released.
–– (Tax liability) DuluxGroup will be responsible for, and
will indemnify Orica in respect of, tax liabilities relating
to the businesses to be conducted by DuluxGroup
after the Demerger as though the relevant DuluxGroup
company had always owned and operated those
businesses, and Orica will be responsible for and
will indemnify DuluxGroup in respect of, tax liabilities
relating to the businesses to be conducted by Orica
after the Demerger.
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–– (Financial and tax assistance) Orica and DuluxGroup
will assist each other in relation to past and future
financial and tax matters and each will allow the other
access to records in connection with the preparation
of tax returns or tax audits by the ATO or state revenue
authorities.

DuluxGroup will continue to reimburse Orica for the
provision of these services on similar terms to those
prior to Demerger. In the event of a change of control of
DuluxGroup, Orica will continue to be obliged to provide
the services, but would be entitled to increase the charge
for the services on an arm’s length basis.

–– (Branding) DuluxGroup must generally cease to use
the Orica and interlocking rings device trade marks
of Orica in connection with its business following the
expiry of six months after the Effective Date. However,
DuluxGroup may continue to use Orica product labels
for a period of 24 months after the Effective Date,
and continue to supply, distribute and sell products
with Orica labels for a period of 24 months after
the Effective Date. In addition, DuluxGroup may
continue to use the Orica name in its domain names
and information technology systems for a period of
24 months from the Effective Date. DuluxGroup has
indemnified Orica in relation to any claims and liabilities
incurred by Orica in connection with the use by
DuluxGroup of Orica trade marks.
Orica may terminate DuluxGroup’s rights to use the
Orica trade marks on a breach of the terms of use of
the trade marks which is not rectified within 14 days
notice or within one month after a change of control
of DuluxGroup occurring.

The transitional arrangements cover such areas as:

–– (Restructure and Demerger costs) Orica and
DuluxGroup have agreed certain arrangements with
respect to the allocation of costs associated with the
Restructure and Demerger including an agreement
to reimburse DuluxGroup for up to $9.7 million
of its demerger costs. In the event of a change of
control of DuluxGroup, Orica is not required to
reimburse DuluxGroup for any remaining portion
of the $9.7 million of its Demerger costs which have
not yet been reimbursed at the point in time that
the change of control occurs.
–– (Financing arrangements) Orica and DuluxGroup
agree that they will do all things necessary to give
effect to a completion steps plan in a form agreed
between the parties before the Effective Date, which
gives effect to the draw down of external debt and
repayment of inter-company loans arising between
Orica and DuluxGroup as a result of the transfer
of assets, liabilities and legal entities from Orica to
DuluxGroup as referred to in Section 6.4.1.

3.9.4 Transitional arrangements
While DuluxGroup operates largely independently of
Orica, there are some support services provided by Orica
to DuluxGroup in specific areas, which DuluxGroup has
reimbursed Orica for historically. Orica and DuluxGroup
have agreed to enter into a transitional services agreement
under which Orica has agreed to continue to provide these
services on a transitional basis to DuluxGroup for up to
6, 12 or 24 months depending on the nature of service
provided. DuluxGroup has a right in certain circumstances
to request an extension of these services. In the case
of the information technology and payroll services, the
term can only be extended for a maximum of 6 months
(in addition to a base term of 24 months). In most cases,

–– treasury, financial accounting and taxation support;
–– information technology systems and support; and
–– global procurement, human resources, payroll systems
and support.

3.9.5 Commercial arrangements
In addition to the contractual arrangements to facilitate
their formal separation, as noted in Sections 3.9.2, 3.9.3
and 3.9.4, Orica and DuluxGroup have entered into other
contractual arrangements dealing with a small number of
ongoing relatively low value commercial supply and site
sharing arrangements between Orica and DuluxGroup.
The only significant commercial arrangement is an
arrangement for the supply of chemicals to DuluxGroup
from Orica Chemicals, which totalled approximately
$4.6 million for the year ended 30 September 2009.

3.9.6 Implications if the Demerger does
not proceed
If Orica Shareholders do not approve the Demerger, the
Court does not approve the Scheme or any of the other
conditions to the Demerger are not satisfied or waived,
the Demerger will not proceed.
In that event:
–– the Capital Reduction will not proceed and the
Demerger Dividend will not be declared;
–– Orica Ordinary Shareholders will not receive
DuluxGroup Shares (or, in the case of Selling
Shareholders, they will not receive the proceeds
from the sale of DuluxGroup Shares);
–– Orica Shareholders will retain their current holding of
Orica Shares (unless they otherwise sell such shares);
–– Orica will continue to own and manage the
DuluxGroup business;
–– the advantages of the Demerger, as described in
Section 4.2, will not be realised;
–– the disadvantages and risks of the Demerger described
in Sections 4.3 and 4.4 will not arise;
–– the Orica Board and management may consider
alternatives for the DuluxGroup business; and
–– Orica will incur transaction costs of approximately
$20 million.
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Advantages,
disadvantages
and risks of
the Demerger

4
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4.1 Introduction
The Orica Directors are of the view that the advantages of
the Demerger outweigh its disadvantages and risks. The
Orica Directors also consider that the Demerger will enable
both Orica and DuluxGroup to focus on their individual
strategies, growth objectives and core competencies to
a greater extent and create long-term value for Orica
Shareholders. For these reasons, each Orica Director
recommends that Orica Shareholders vote in favour of
the Demerger Resolutions at the Scheme Meeting and
at the General Meeting.
Orica Shareholders should carefully consider the following
advantages, disadvantages and risks of the Demerger
and other relevant considerations, as well as the other
information contained in this Booklet (including the
risks associated with owning DuluxGroup Shares set out
in Section 7, and the Independent Expert’s Report in
Section 12), in deciding whether or not to vote in favour
of the Demerger Resolutions required to implement
the Demerger.
In addition, after the Demerger, each of the DuluxGroup
businesses and Orica’s other existing businesses will
continue to be exposed to many of the same risks as
currently faced. These risks are described in Sections
7 and 10.

4.2 Advantages of the Demerger
4.2.1 Better focus on strategies and core
competencies, supported by separate boards
and management teams
The business models and industry dynamics for Orica
and DuluxGroup are fundamentally different.
As a result of the Demerger, Orica and DuluxGroup will
be able to focus on their individual strategies and core
competencies to a greater extent and make decisions
on the basis of priorities specific to each business.
The Orica Directors are of the view that DuluxGroup
will benefit from having a separate board of directors
and management team focused solely on the performance
of the DuluxGroup business and its core business
competencies, which are significantly different from
those relevant to Orica’s mining and chemicals businesses,
and to respond with greater flexibility to challenges and
opportunities as they arise.
Orica will seek to retain and grow its position as a global
leader in the provision of consumables and services to
the mining and infrastructure sectors. It will also focus
on maintaining its leading market positions in the supply
and distribution of industrial and specialty chemicals.
As a more focused group, the Orica Directors are of the
view that Orica will also be better able to pursue strategies
consistent with its own capabilities and strengths.
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4.2.2 Improved ability for DuluxGroup to pursue
growth opportunities
The Orica Directors are of the view that DuluxGroup will
be better able to pursue targeted growth opportunities
as a standalone entity as a result of:
–– greater flexibility to pursue strategic acquisitions,
joint ventures and alliances in areas which are core
to DuluxGroup but non-core to Orica;
–– access to a more diverse range of capital sources,
without having to compete with Orica’s other
businesses for an allocation of Orica’s overall pool
of capital; and
–– a capital structure and dividend policy tailored to the
financial profile and strategic objectives of DuluxGroup.
Consistent with its core business focus, DuluxGroup will
consider value-accretive organic and acquisition growth
opportunities as they arise.

4.2.3 Greater investor choice
The operating characteristics and financial profiles of Orica
and DuluxGroup differ significantly and may appeal to
different types of investors. The combination of Orica and
DuluxGroup within a single group does not provide choice
for those investors who may seek an investment in one of
these businesses, but not the other.
The Demerger will provide Eligible Shareholders with
separate investments in two leading companies and give
existing and future investors the flexibility to determine
their investments in each business, having regard to
their own financial profiles, investment preferences
and risk preferences.

4.2.4 Enhanced investor awareness
The Demerger will enable Eligible Shareholders and other
investors to separately evaluate the individual financial
performance, strategies and other business characteristics
of Orica and DuluxGroup. DuluxGroup is expected to
be assessed by research analysts with a focus more
appropriate to DuluxGroup’s business. It is expected that
this will increase investor understanding of DuluxGroup
relative to its current position as a business of Orica. The
reduced complexity of Orica’s business profile should
also improve investor understanding of its businesses
and strategy. This transparency is expected to increase
the likelihood that both Orica and DuluxGroup will each
achieve their appropriate market valuation.

4.2.5 Independent capital structure and
financial policies
Following the Demerger, each of Orica and
DuluxGroup will have independent capital structures
and a greater ability to develop their capital base and
financial policies tailored to their specific operational
and strategic objectives.

4 Advantages, disadvantages and risks of the Demerger

DuluxGroup will be able to operate with a capital structure
and financial policies (including its dividend policy)
appropriate for a business in the branded consumer
products industry, instead of one more suitable to a
mining services and chemicals business. In addition, as
DuluxGroup’s earnings are predominantly Australian and
subject to Australian taxation, DuluxGroup is expected to
generate franking credits over time and intends to frank its
dividends to the maximum extent practicable.
Orica is committed to its BBB+ credit rating and intends
to maintain financial metrics appropriate for this rating.
DuluxGroup is not expected to have a credit rating in the
near term given its size and likely funding sources. Refer
to Section 6.4 for further information on DuluxGroup’s
capital structure.
The capital structure and financial policies of Orica and
DuluxGroup will be at the discretion of their respective
boards and may change from time to time.

4.2.6 Better alignment of DuluxGroup
management incentives with performance
The Demerger provides the opportunity to better align
the compensation and incentives provided to employees
and management of DuluxGroup with the performance
of DuluxGroup’s business through DuluxGroup specific
incentive plans. DuluxGroup will be able to use its
own employee incentive plans as the basis for such
arrangements following the Demerger, and there will be
greater flexibility to successfully align the interests of key
employees with business performance and shareholder
value creation.

4.2.7 Alternatives to the Demerger
The Orica Directors are of the view that the Demerger is
more likely to enhance Orica Shareholder value in the long
term than maintaining the status quo or other options.
Before reaching this view the Orica Board, with the
assistance of its advisers, considered a number of
alternatives, including maintaining the status quo,
a sale of some or all of DuluxGroup or an initial
public offering of DuluxGroup.
Status quo
While the status quo may have cost savings by
avoiding the need for a separate ASX listing and a
DuluxGroup head office function, there are no material
operational or other synergies between DuluxGroup
and Orica’s mining services businesses. In addition,
the DuluxGroup and Orica businesses have different
strategies, growth and risk profiles and investment
characteristics. Separately, the benefits of a focused
capital structure, financial policies and management
incentives for DuluxGroup may not be fully realised
if the status quo is maintained.
Initial public offering
An initial public offering (IPO) of DuluxGroup would
realise significant cash proceeds, which would be available
for reinvestment in Orica’s mining services businesses.
However, given capital market conditions at present, an
IPO may result in a divestment of DuluxGroup at a discount
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to its fair value. In addition, taxes and transaction costs
would potentially be greater, and demerger tax relief
would not be available for Orica or Orica shareholders,
if an IPO was pursued as opposed to the Demerger.
Finally, an IPO would not necessarily provide the additional
investment choice and flexibility that will be provided to
Orica Shareholders by the Demerger.
Sale
Having regard to Orica not having received any firm offer
to buy DuluxGroup since it first announced an intention
to demerge DuluxGroup in July 2008, prevailing capital
market conditions and the current financial capacity of
potential buyers, it is considered that a sale may result
in a divestment of DuluxGroup at a discount to its fair
value. A formal sale process has not been undertaken,
given its potential to distract DuluxGroup management
for a prolonged period, which may have a detrimental
impact on the DuluxGroup business at a time when
it is considered that a satisfactory sale price may not
be achieved.
Under the Demerger, Orica Shareholders who retain their
investment in DuluxGroup following the Demerger will
retain the opportunity to benefit from, and make their
own decision about participation in any future DuluxGroup
corporate takeover activity.
Finally, any capital gains tax payable by Orica in relation
to the sale of DuluxGroup would reduce net proceeds
to Orica.
Joint venture
A partial sale of DuluxGroup to form a joint venture
with a third party may provide Orica with some cash
proceeds and allow Orica to retain some exposure to
future DuluxGroup performance. However, this option has
the same disadvantages as a sale of 100% of DuluxGroup.
In addition, a sale of a partial interest would be unlikely to
realise a full control value and would result in additional
operational complexity (e.g. shareholder agreements,
possible related party arrangements and ongoing joint
management of DuluxGroup (including the risk of
disagreement between joint venture partners).
Demerger
Having regard to:
–– the alternatives currently available and the advantages,
disadvantages and risks of, and other considerations
associated with, those alternatives; and
–– the advantages, disadvantages and risks of the
Demerger set out in this Section 4,
the Orica Board considers that the Demerger is
more likely to enhance Orica Shareholder value than
the alternatives. In particular, the Demerger offers each
Eligible Shareholder the opportunity to benefit from a
direct interest in DuluxGroup’s market leading businesses,
earnings and future growth and make their own decision
regarding their investment in Orica and DuluxGroup.
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4.3 Disadvantages of the Demerger
4.3.1 Effects of reduction in size and
diversification
The Demerger will create two separate ASX-listed
companies, each of which will be smaller and less diversified
than Orica prior to the Demerger. The effect of an adverse
event in the mining or chemicals businesses of Orica will
no longer be able to be offset to any extent by significant
favourable developments in DuluxGroup and, similarly, the
effect of an adverse event in DuluxGroup cannot be offset
by favourable developments in the mining or chemicals
businesses of Orica. Accordingly, the proportionate
impact of an adverse development on the value of an
Orica Ordinary Share or a DuluxGroup Share following the
Demerger can be expected to be more significant than the
impact of the same adverse development on the current
value of an Orica Ordinary Share.
In recent years, equity markets have experienced extreme
volatility at times. Post Demerger, DuluxGroup and the
smaller, less diversified Orica will experience equity market
conditions as standalone entities. However, shareholders
can achieve diversification through their own investments
and, in particular, by retaining their shares in both Orica
and DuluxGroup.

4.3.2 DuluxGroup will no longer have the
financial support of Orica
If the Demerger proceeds, DuluxGroup will no longer
have the financial support or credit profile associated
with being part of the BBB+ credit rated Orica and
may have a higher cost of borrowing than Orica.
Given the current challenging economic and financial
market conditions, financing may become more
difficult to secure and/or more expensive. In addition,
external financiers may impose on DuluxGroup more
stringent borrowing covenants than those imposed
on Orica. Initially, DuluxGroup is expected to have net
debt of $245 million following the Demerger and the
New Facility of $400 million.

4.3.3 Changes in index weighting
Following the Demerger, both Orica and DuluxGroup
are likely to each have a smaller market capitalisation than
Orica prior to the Demerger. Although Orica is expected
to remain in the S&P/ASX 50 and DuluxGroup is expected
to be included in the S&P/ASX 200 each is likely to have a
lower individual index weighting than Orica’s weighting
prior to the Demerger, which may result in lower
institutional investor interest in Orica and DuluxGroup.

4.3.4 Demerger transaction costs
Total transaction costs of the Demerger are approximately
$81 million on a pre-tax basis. Approximately $20 million
of these costs will have been committed to prior to the
Meetings. Further information regarding transaction costs
can be found in Section 14.8.
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4.4 Risks of the Demerger
4.4.1 Uncertainty about the combined market
value of Orica and DuluxGroup Shares and stock
market ratings
The Orica Directors are of the view that the Demerger will
enhance value for Orica Shareholders over time; however,
it is not possible to predict the market value of DuluxGroup
Shares and Orica Shares following the Demerger.
There can be no assurance that an active trading market
will develop for DuluxGroup Shares after the Demerger, or
that DuluxGroup Shares will trade on ASX subsequent to
DuluxGroup’s listing at any particular price. Following the
Demerger, some shareholders may adjust their holdings
in DuluxGroup or Orica. There is a risk that the combined
market value of DuluxGroup and Orica after the Demerger
will be less than the market value of Orica immediately
before the Demerger, particularly while the shareholder
base for each company evolves. Recent volatility in equity
markets may heighten uncertainty regarding the future
combined market value of Orica and DuluxGroup.
Orica Shareholders should note that if the Demerger
does not proceed, there is no assurance that Orica
Ordinary Shares will continue to trade at prices in line
with recent levels.

4.4.2 Potential delays or unexpected costs in
establishing DuluxGroup as a standalone entity
Orica’s businesses are currently supported by Orica’s
corporate services infrastructure, including group
accounting, treasury, taxation, superannuation, legal,
insurance administration, information management,
certain group purchasing services, general human
resources and other services. As part of the Demerger
implementation, DuluxGroup is replacing these support
services with internal capability or with third party
contracts and arrangements appropriate for it as a
standalone entity. There is a risk that the performance
of these functions will be negatively affected during
DuluxGroup’s period of transition to being a standalone
entity as systems and processes are implemented.
DuluxGroup may incur one-off costs to implement these
processes and it may take some time to ensure that all
processes are operating fully and efficiently. There is
a risk that the establishment of these capabilities may
take longer than expected or may involve greater costs
than anticipated.
In addition, Orica employees who currently work in
DuluxGroup businesses will need to accept employment
with DuluxGroup. There is a risk that some employees do
not accept their offer of employment and, accordingly,
that DuluxGroup is required to re-allocate those roles
or seek new employees.

4.3.5 Additional corporate operating costs

4.4.3 DuluxGroup and Orica may not be able
to assign, novate or transfer certain contracts
or licences

Following the Demerger, DuluxGroup will be a
standalone entity, listed on ASX, which will necessarily
involve additional corporate operating costs relative to its
position as a business of Orica. For further information
regarding additional operating costs, refer to Section 6.2.

Entities which will remain within Orica after the Demerger
have primarily entered into contracts (including customer
contracts, supplier contracts and leases) in respect of
DuluxGroup’s business or have provided a guarantee
in respect of such contracts. As part of the separation
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of DuluxGroup from Orica, such contracts need to be
assigned or novated to companies within DuluxGroup.
As at the date of this Booklet, many, but not all, of these
contracts have been assigned or novated, or are in the
process of being assigned or novated. For contracts not
yet assigned or novated, in many cases, the consent
of third parties will be required. Where this is the case,
the third parties to such contracts may not be willing
to assign or novate the contracts or release a member
of Orica from its obligations under those contracts or
guarantees following the Demerger. In this event, Orica
will continue to have obligations under these contracts,
even though it will no longer have an ownership interest
in DuluxGroup. Under the Separation Deed, DuluxGroup
indemnifies Orica for any claims made or payments to
be made under the contracts or guarantees. Further,
in relation to contracts that will be assigned, novated
or transferred to DuluxGroup, the third parties to such
contracts may seek to alter the terms of such contracts at
the time of assignment, novation or transfer as a condition
of their consent.
Similarly, companies that are to form part of DuluxGroup
have previously entered into contracts in respect of the
businesses to be conducted by Orica after the Demerger
or have provided guarantees in respect of such contracts.
Where consent of a third party is required, the third parties
to such contracts may not be willing to assign or novate
the contracts or release a member of DuluxGroup from
their obligations under those contracts or guarantees
following the Demerger. In this event, DuluxGroup and
DuluxGroup Subsidiaries will continue to have obligations
under these contracts, even though they will no longer be
related companies of Orica. Under the Separation Deed
Orica indemnifies DuluxGroup for any claims made or
payments to be made under such contracts or guarantees.
In addition, DuluxGroup requires certain environmental
and other regulatory licences to conduct its operations.
Some of these licences will need to be transferred from
Orica to DuluxGroup or, in some cases, the relevant
DuluxGroup entities will need to apply for a new licence.
There may be delays in the transfer of such licences to
DuluxGroup or additional conditions associated with the
transfer or new licence (which may result in additional
expense), which have not been anticipated.
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4.4.4 Court approval and delay
There is a risk that the Court may not approve the
Scheme or that the approval of the Court is delayed.

4.4.5 Demerger taxation relief
Orica is seeking tax rulings from the ATO for demerger
tax relief for both Orica itself and separately for Australian
resident Orica Ordinary Shareholders (who hold their
Orica Ordinary Shares on capital account).
Orica Shareholders
If demerger relief is granted, Australian resident Orica
Ordinary Shareholders will be able to elect to take roll-over
relief. If they make an election:
–– they will be deemed to have acquired the relevant
DuluxGroup Shares at the same time as they acquired
their Orica Ordinary Shares;
–– the cost base of their Orica Ordinary Shares will be
allocated between the Orica Ordinary Shares and
DuluxGroup Shares in proportion to their respective
trading values on ASX after the Demerger; and
–– the dividend (which is applied on shareholders’ behalf
under the Scheme) will not be assessable.
On the basis of its discussions with the ATO, Orica expects
the tax ruling to confirm the above taxation treatment
for Orica Ordinary Shareholders. However, if relief is not
granted then, while tax consequences may vary between
shareholders, Orica Ordinary Shareholders may have an
assessable capital gain and be liable for income tax on
an unfranked dividend under the Scheme as a result of
the Demerger.
Section 13 provides further information on the income
tax implications for resident individual and corporate
Orica Ordinary Shareholders in the event the ATO
rules that demerger tax relief is not available.
Orica
Orica has received a binding private ruling from the
ATO such that Orica will not realise any assessable
capital gain on the transfer of DuluxGroup Shares to
Orica Ordinary Shareholders. Orica is also seeking private
and class rulings from the ATO that anti-avoidance rules
concerning deemed dividends do not apply in respect of
the distribution of DuluxGroup Shares to shareholders
under the Scheme. On the basis of its discussions with
the ATO, Orica expects the tax ruling to confirm that
these rules do not apply. However, if such rulings are not
ultimately provided, there is a risk that the distribution,
or part thereof, under the Scheme would be unfranked.
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5.1 Business overview
DuluxGroup1 is a manufacturer and marketer of premium branded products that enhance, protect and maintain the
places and spaces in which people live and work. In Australia and New Zealand, DuluxGroup has leading positions in
coatings, home improvement and garden care products.
DuluxGroup business sectors
Coatings

Home improvement AND garden care

–– Decorative

–– Adhesives and sealants

–– Texture

–– Paint preparation and application

–– Protective

–– Household cleaning and pest control

–– Woodcare

–– Car care

–– Powder

–– Garden care

–– Automotive refinish
DuluxGroup’s brands are well-established household names in Australia and New Zealand.
–– DuluxGroup’s coatings brands are led by Dulux, which is Australia’s most recognised paint brand; other brands include
British Paints, Berger, Walpamur, Levene, Cabot’s, Intergrain and Feast Watson.
–– DuluxGroup’s home improvement and garden care brands include Selleys, Yates, Poly, Rota Cota, Ratsak, Dynamic Lifter,
Hortico, Zero and Thrive.
DuluxGroup’s high quality portfolio of brands provides the foundation for its position as a market leader across most of
its core sectors.
DuluxGroup’s business performance is based on its strengths in a number of key areas, including:
–– market leading positions;
–– iconic brands;
–– product and technology innovation;
–– outstanding customer service;
–– supply chain excellence; and
–– experienced board and management team.
In 2009, DuluxGroup generated sales of $940.2 million, EBITDA of $145.9 million and EBIT of $128.9 million, with sales
by business area, geography and end market as set out in this Section. In 2009, sales increased 7.4% in a relatively
flat market, with EBIT growth of 5.1%, assisted by ongoing productivity initiatives and financial discipline. In 1H2010,
DuluxGroup continued this positive trend with sales growth of 3.6% and EBIT growth of 6.3%.
DuluxGroup’s website will be www.duluxgroup.com.au.

1	In this Booklet (including in this Section 5) references to DuluxGroup are references to Orica Consumer Products during the relevant period or at the
relevant time, being the business that has been restructured to form DuluxGroup, which is proposed to be demerged to Orica Ordinary Shareholders.
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Sales by business sectors

Sales by geography

Asia
Garden
Care
8%
10%
New Zealand
Perparation
&
12%
Home Care
15%

Asia/Papua
New Guinea
Home
Improvement
&
8%
Garden
Care
New Zealand
14%
13%

Retail Paints
30%

Coatings
Australia
80%
79%

Australia
82%

Other Coatings
15%

Trade Paints
30%

Sales by distribution channel

Sales by end market

Industrial
5%
Building &
Construction
15%
Trade/Industrial
45%

Industrial
5%
Building &
Construction
20%
Maintainence
& Home
Retail
Improvement
55%
80%

Maintainence
& Home
Improvement
75%

5.2 Business history
DuluxGroup’s origins date back to 1918 when the foundations of its existing business were established in Sydney,
New South Wales. Key events in DuluxGroup’s recent history include the following:
–
–

Origins
date back
to 1918

–

Sale of shareholding
in ICI Australia by ICI plc
Acquisition of Rota Cota

1997

1998
–

–

–

1999

Change of name
of ICI Australia to
Orica Limited and
establishment of
the Orica Consumer
Products Group
Sale of Orica Consumer
Products Technical
Markets division to
PPG Industries Inc
Acquisition of Feast
Watson and Intergain
brands

2004
–

–

Commissioning of
the Cabot’s woodcare
coatings manufacturing
facility in Dandenong,
Victoria

2005

Acquisition of the
Yates garden care
business assets

2007
–

–

–

Acquisition of the Sopel woodcare
coatings business, China
Commissioning of Dulux powder
coatings manufacturing
facility in Dandenong, Victoria

2008

Opening of Orica
Consumer Products’
new corporate
office in Clayton,
Victoria
Acquisition of
the Cabot’s brand
in Australia,
New Zealand,
Papua New Guinea
and Fiji

2009
–

2010

Change of
name to
DuluxGroup
in October

–

Demerger of
DuluxGroup
announced
by Orica

5.3 Business strategy
DuluxGroup’s strategy is to maintain its position in Australia, New Zealand and Papua New Guinea as a leading
manufacturer and marketer of products that enhance, protect and maintain the places and spaces in which people live
and work. In this context, DuluxGroup intends to continue its position as an internationally competitive and premium
brand focused business. The core elements of DuluxGroup’s business strategy are to:

1. Optimise and grow market leading positions in Australia and New Zealand
DuluxGroup intends to continue to invest in advertising and marketing of its premium brand portfolio, develop innovative
and high quality products, maintain excellence in customer focus and supply chain management and focus on cost
control and productivity.
DuluxGroup intends to pursue strategically sensible growth opportunities that are close to its core business of providing
products and services that enhance, protect and maintain the places and spaces in which people live and work.
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2. Continue to develop niche market positions in new, higher growth regions
DuluxGroup intends to develop and expand its niche positions in high growth regions, such as Asia, to supplement its
market leading positions in Australia and New Zealand.
DuluxGroup’s Asian presence (through Selleys, Texture Coatings and Powder Coatings) was enhanced by the acquisition
of Sopel, a China-based woodcare coatings business, in November 2008. The acquisition of Sopel provides DuluxGroup
with access to over 750 outlets and a market leading position in woodcare coatings in the Shanghai region. Sopel also
provides DuluxGroup with a strategic manufacturing presence in Shanghai and a distribution platform that has enabled
DuluxGroup to introduce its high quality portfolio of premium branded products to this region.
DuluxGroup intends to seek additional incremental, strategically sound growth opportunities to expand its business in
Australia, New Zealand and Asia and potentially other regions, including further acquisitions and joint ventures to build
scale, expand geographically and take advantage of operational synergies.
In both the operation of its business and the consideration of growth opportunities, DuluxGroup will maintain its strict
approach to financial discipline.

5.4 Coatings industry information
The coatings market can be divided into two broad sectors:
–– architectural and decorative paints and other coatings for domestic and trade applications, typically in buildings; and
–– industrial coatings which are applied as part of the manufacturing process of goods such as cars, steel beams and
whitegoods, as well as coatings used in construction activities.

5.4.1 Market size and growth rates
Global markets
In 2009, the global coatings market was estimated to have a value of $107.2 billion, volume of 33.7 million tonnes and
CAGR of 1.8%, on a value basis, for the period from 2005 to 2009. The architectural and decorative coatings sector
accounted for approximately 39.3% of overall revenue. The global coatings market is estimated to grow to $124.3 billion
and 37.5 million tonnes by 2014, representing a CAGR of 3.0%, on a value basis, for the period from 2009 to 2014.
Accounting for approximately 23% of annual global demand, the Asia Pacific decorative coatings market is the third
largest in the world behind the European and North American markets. Demand in the Asia Pacific region is expected
to grow at a rate that exceeds the global average based on underlying economic growth, especially in China and India,
which account for a significant proportion of regional demand.
DuluxGroup participates in the Australian, the New Zealand and parts of the Asian coatings markets, principally in the
architectural and decorative sectors.
Australia and New Zealand markets
The Australian coatings market was valued at approximately $2.7 billion for the year ended 30 June 2009. The Australian
coatings market is expected to experience a mild decline in 2010 on a volume basis, followed by a gradual recovery,
and is estimated to have a value of $3.09 billion in 2015, representing a CAGR of 3.3% for the period from 2009 to
2015. The architectural and decorative sector is the largest sector in the Australian coatings market, accounting for
approximately 60% of the market, or around $1.6 billion in 2009. From 1997 to 2007, the CAGR of the Australian
decorative coatings market, on a volume basis, was approximately 1.0%. However, as a result of the recent global
economic downturn, the Australian decorative coatings market volume contracted approximately 4% over the last
year (to December 2009).
DuluxGroup management estimates that the New Zealand coatings market is valued at approximately NZ$400–450 million.
From 1997 to 2007, the CAGR of the New Zealand decorative coatings market, on a volume basis, was approximately
2.4%. Since that time, market paint volumes have been severely negatively impacted by difficult economic conditions in
New Zealand, with the market declining in volume terms by approximately 19% over the two years to December 2009.

5.4.2 Drivers and trends
Demand for architectural coatings is primarily driven by:
–– the general economic cycle, particularly GDP growth;
–– the level of maintenance, renovation, alterations and additions investments, including DIY activity in the
building industry;
–– the level of housing turnover and new housing construction;
–– commercial construction (e.g. non-residential buildings such as hotels, motels and hospitals);
–– product development and innovation; and
–– consumer preferences such as fashion trends, lifestyle choices and environmental concerns.
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DuluxGroup’s business mix is deliberately concentrated on maintenance and home improvement activities (approximately
70% of sales) and less on new building construction and industrial activity (refer to Section 5.1), which have been more
cyclical in nature over time.
Demand for industrial coatings is primarily driven by general activity in the non-residential and residential building sectors
and environmental concerns. Historically, the industrial sector has experienced cyclical demand, which may continue in
accordance with economic conditions, downstream manufacturing trends and building construction activity.

5.4.3 Distribution channels
Distribution channels in the architectural coatings sector include:
–– retail – resellers primarily servicing consumers in the DIY market; and
–– trade – servicing trade painters in the professional market.
Retail distribution channels primarily include corporate and independent hardware stores (such as Bunnings, Mitre 10,
Home Hardware and PlaceMakers) and paint specialists (3D Inspirations, Solver, Bristol, Guthrie Bowron, PaintRight,
and PaintPlace). Recent changes in Australia include the creation of a joint venture between Woolworths and Lowe’s
(a US-based home improvement retailer), which acquired the Danks group (Home Hardware and Thrifty Link) and
has announced plans to enter corporate hardware as a direct competitor to Bunnings. In August 2009, Woolworths
announced plans to secure over 150 sites for home improvement stores (>10,000 square metres) within five years and
that 12 sites have been secured. Further, Metcash has expanded into hardware distribution channels and acquired
50.1% of Mitre 10 Australia in 2010.
Trade distribution channels include manufacturer operated stores (e.g. Dulux Trade Centres) complemented by trade
agency arrangements between architectural and decorative paint manufacturers and independent paint specialists.
In Australia, the trade distribution channel is larger than the retail distribution channel. It is also substantially more
fragmented than the retail distribution channel, with over 20,000 trade paint customers ranging from 1–2 person(s)
house painting crews to larger agency painting and maintenance contractors.
Industrial coatings are generally distributed directly to customers for on-site application or via contract coaters.

5.4.4 Competitive landscape and industry participants
Australia and New Zealand
Major participants in the Australian architectural and decorative coatings sector include DuluxGroup, PPG Industries
(acquired Barloworld’s decorative coatings business in 2007, including the Taubmans brand in Australia), Nippon Paint
(commenced distribution in Bunnings in 2008) and Wattyl (an Australian ASX-listed company).
Major participants in the New Zealand architectural and decorative sector include DuluxGroup, Resene Paints and Wattyl
(owner of the Taubmans brand in New Zealand).
Major participants in the powder coatings sector include DuluxGroup and Akzo Nobel.
In the industrial coatings sector there are numerous players operating in various segments, including PPG Industries,
which acquired DuluxGroup’s technical coatings business in 1998.
Papua New Guinea
The two major players in the coatings market in Papua New Guinea are DuluxGroup and Akzo Nobel (owner of the
Taubmans brand in Papua New Guinea).
Asia
The Asian coatings market is highly fragmented and served by both international and local players.
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5.5 DuluxGroup coatings
DuluxGroup participates in six coatings end markets.
Coatings

Decorative

Texture

Protective

Woodcare

Powder

Automative
refinish

DuluxGroup coatings products are available through owned and/or licensed brands in Australia, New Zealand,
Papua New Guinea, Fiji and parts of Asia. In Australia and New Zealand, products are primarily marketed using the Dulux,
Cabot’s, British Paints and Berger brand names. In all markets other than Australia, New Zealand, Papua New Guinea
and Fiji, products are marketed using the Levene, Opel, Pacific Gold and other brand names.
Refer to Section 5.14.11 for intellectual property information.

5.5.1 Decorative coatings
DuluxGroup’s product range includes primers and undercoats, interior and exterior water-based paints, ceiling paint
and enamel paint. DuluxGroup manufactures both water-based and solvent-based paints, although there is a clear trend
towards the production of water-based paints (over 80% of current sales). DuluxGroup has been manufacturing more
environmentally friendly, water-based paints as a replacement for many solvent-based paints since the 1960s and is
now the largest manufacturer of water-based paints in Australia and New Zealand.
Retail products
DuluxGroup produces a variety of products for the retail DIY market, with premium products tailored to consumer
preferences (e.g. washable paints and low odour products).
Dulux1 is DuluxGroup’s premier decorative coatings brand with a full range of products designed specifically for the retail
market, such as Dulux Wash & Wear 101 Advanced, Dulux Weathershield, Dulux Designer Silk and Dulux Suede Effects.
Other brands include British Paints (with the British Paints InColour and British Paints 4 Seasons products), Berger, Walpamur,
Levene and Spring. Most brands are available across a range of retail distribution channels.
Trade products
DuluxGroup manufactures both water-based and solvent-based paints specifically for the trade sector. These products
are tailored to the preferences of professional painters (e.g. easy application, low odour, high opacity) and are sold in
Australia under brands including Dulux, Dulux Professional, Berger and Hadrian Contractor.

5.5.2 Texture coatings
Dulux AcraTex preparation products are engineered for preparing, levelling, patching and the light repair of masonry
surfaces, as well as for broad wall rendering. The range consists of surface cleaners and acrylic and cement-based render
products for broad wall rendering or skim-coating. DuluxGroup has recently established a sales and distribution office
in China for AcraTex products and has manufacturing facilities in Malaysia and China.

5.5.3 Protective coatings
DuluxGroup manufactures and markets a broad range of high quality protective coatings including primers, enamels,
polyurethanes and epoxies for use in a variety of industrial applications ranging from light industrial coating systems
for machinery and steel used in mild environments, to high performance systems for protection in chemically and
environmentally harsh conditions.

5.5.4 Woodcare coatings
DuluxGroup is Australia’s largest manufacturer and marketer of timber finishes including stains, varnishes, clear finishes,
oils, paints and polishes for the preservation and beautification of timber for both consumer and professional users.
DuluxGroup’s woodcare coatings brand names are Cabot’s, Intergrain, Feast Watson, Toby and Enviropro, each of
which caters for a specific market sector. DuluxGroup’s Opel woodcare coatings brand is used in China.

1	DuluxGroup only owns the Dulux® and Cabot’s trade marks in Australia, New Zealand, Papua New Guinea and Fiji and manufactures Dulux® products
in these countries, except for Fiji where the trade mark and technology are licensed from DuluxGroup Limited to a third party. DuluxGroup only owns
the Dulux® trade mark in Samoa. DuluxGroup Limited is not associated with, and has no connection to, the owners of the Dulux® trade marks in any
other countries, nor does it sell Dulux® products in such countries.
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5.5.5 Powder coatings
DuluxGroup supplies a range of highly durable, solvent-free powder coatings developed for use on a wide variety of
architectural and industrial products. Architectural powder coatings brands include Fluoroset, Duratec, Kinetic, Duralloy,
Xienta and Trimatrx. Industrial brands include Armourspray, Zincshield, Clinikill and Durepoxy.

5.5.6 Automotive refinish
DuluxGroup’s refinish products (branded as Dulux AutoSpeed and Dulux AutoSolv) include a range of polyurethane and
lacquer coatings which restore painted surfaces on damaged automotive vehicles. An extensive range of automotive
refinish primers, clearcoats, hardeners and thinners is also available.

5.6 Home improvement and garden care industry information
The markets for home improvement and garden care products are diverse, with distinct characteristics in various
market sectors.

5.6.1 Drivers and trends
Demand for home improvement and garden care products is primarily influenced by:
–– general economic conditions and real disposable income affecting overall expenditure on discretionary items;
–– residential construction, home alterations and additions investments;
–– rainfall and restrictions on water consumption, impacting the garden care and car care market in particular;
–– the amount of time spent on gardening and home improvement activities; and
–– demand for environmentally sustainable products.

5.6.2 Distribution channels
A variety of retail channels are used to distribute DIY and garden care products. Retail outlets include corporate and
independent hardware stores, nursery and garden centres, grocery retailers and discount department stores. Other
channels of distribution include industrial trade and commercial customers.

5.6.3 Competitive landscape and industry participants
A diverse variety of products and industry participants comprise the consumer home improvement market. DuluxGroup
participates in the sealants and adhesives, decorator products, household cleaners and rodenticide segments of the home
improvement market. Industry peers include large international businesses such as Sika, Bostik and Henkel.
The retail garden care sector is highly fragmented due to the presence of several national players participating across
multiple categories and many regional competitors with a narrow portfolio focus. Competitors with a national brand
profile include Scotts Miracle Gro, Brunnings and Seasol.

5.7 DuluxGroup home improvement and garden care
DuluxGroup’s home improvement and garden care business comprises Selleys and Yates. Retail outlets are the largest
distribution channel for DuluxGroup’s home improvement and garden care products. Retail distribution channels include
sales through corporate and independent hardware stores, paint specialists, retail gardening and nursery centres, discount
department stores and supermarkets.
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5.7.1 Selleys
Through its Selleys business, DuluxGroup manufactures, sources and distributes products in the following key sectors.
Sector

Products

Key Brands

Build and Construct

Construction adhesives, roof pointing materials,
silicone, polymer and polyurethane sealants, putty
and foam fillers

Liquid Nails, No More Gaps,
All Clear, Parfix, Pointworks
and Selleys Pro-Series

Decorate

Paint brushes, rollers and painting accessories,
fillers, paint and wallpaper preparation products,
sugar soap and paint strippers

Selleys, Poly and Rota Cota

Repair and Fix

Specialist glues and adhesives

Quik Fix, Aquadhere, Tarzan’s Grip,
Kwik Grip and Araldite1

Car Care

Washes, waxes, protectants for dash and trim,
glass and windscreen cleaners, tyre cleaners,
conditioner and blacking protectant, lubricants,
degreasers and a variety of sealants and glues

Polyglaze and Turtle Wax2

Household

Specialised household cleaning products including
oven cleaners, mould eradicators, cleaning cloths,
BBQ wipes, leather cleaners, specialised surface
cleaners and pest control products

Selleys, Hillmark and Talon3

Selleys products are sold through its own sales offices in Australia, New Zealand, Papua New Guinea, Malaysia,
Singapore, Hong Kong and China. Selleys operates through distributors in Thailand, the Philippines, Vietnam, Indonesia,
Cambodia, Brunei, Sri Lanka and Mauritius. Product ranges are tailored to the requirements of individual markets.
Selleys manufactures some products and sources a significant proportion of other products from local and international
manufacturers.

5.7.2 Yates
Yates is DuluxGroup’s garden care business, which operates across a variety of markets.
Sector

Products

Selected Brands

Fertilisers

Granular, organic-based, slow release, specialised
and water soluble fertilisers

Yates, Thrive, Dynamic Lifter,
Acticote and Hortico

Lawn Care

Lawn fertiliser, lawn seed and lawn pest, disease
and weed control products

Yates, Dynamic Lifter and Hortico

Water Saving

Products that improve water penetration, as well
as products that maintain water retention

Yates, Waterwise, Rainsaver and
Hortico

Weed and
Disease Control

Products to control garden plant diseases and
selective and non-selective weed control products

Yates, Zero, Nature’s Way
and Hortico

Seeds

A large range of popular flower, vegetable and
herb seeds

Yates and Grower’s Pride

Pest Control

Products for the eradication and control of garden
insects and household pests

Ratsak and Blitzem

Pots and Potting Mix

Plastic pots, planters and potting mixes

Yates and Hortico

Yates primarily operates in Australia and New Zealand.
As with Selleys, Yates manufactures some products and sources others from local and international manufacturers,
branding them under DuluxGroup brands such as Yates and Hortico.

1
2
3

Araldite is a brand licensed from Huntsman Advanced Materials and has been part of the Selleys range for over 50 years.
Turtle Wax products are distributed in Australia and New Zealand through agreement with Turtle Wax Inc.
Distributed pursuant to a distribution agreement with Syngenta.
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5.8 DuluxGroup operating facilities
DuluxGroup’s head office is located in Clayton, Victoria.
DuluxGroup has an extensive range of manufacturing facilities across Australia, New Zealand and Asia.
DuluxGroup manufacturing facilities
Location

Products

Year
Constructed

year of most
recent upgrade

Coatings
Auckland, New Zealand

Powder coatings

2000

NA

Beverley, Australia
Dandenong, Australia

Texture coatings

1985

1995

Woodcare coatings

2005

NA

Dandenong, Australia

Powder coatings

2008

NA

Dongguan (joint venture),
China

Powder coatings

2004

NA

Gracefield, New Zealand

Decorative, protective,
woodcare and automotive
refinish coatings

1937

Kuala Lumpur, Malaysia

Texture coatings

1998

NA

Lae, Papua New Guinea

Decorative and protective
coatings

1968

NA

Rocklea, Australia

Decorative, texture and
woodcare coatings

1957

Shanghai, China

Decorative, texture and
woodcare coatings

2007

NA

Full upgrade in progress,
expected to be completed in 2011

2008
(filling line only)

Home Improvement & Garden Care
Auckland, New Zealand

Pots and potting mix
products

2004

NA

Mt Druitt, Australia

Fertilisers, lawn care, weed
and disease control, seeds,
pest control and pots and
potting mix products

1997

2008

Padstow, Australia

Build and construct,
decorate, repair and fix,
car care and household
products

1965

Wyee, Australia

Fertilisers and lawn care
products

1999

2010
(mixing area only)

NA

DuluxGroup’s principal coatings manufacturing facility at Rocklea in Queensland is a world scale facility (by volume)
with a capacity of 130,000 tpa and incorporates a number of advanced technical capabilities, including robotic packaging
technology. The plant has substantial scale within the industry and is the largest paint manufacturing facility in Australia
and New Zealand.
In addition, DuluxGroup has built a number of new facilities in recent years incorporating new technology
(e.g. woodcare and powder coatings production sites in Dandenong, Victoria in 2005 and 2008 respectively) and
has invested in upgrading existing facilities (e.g. Selleys cartridge filling upgrade in 2004). During 2010, DuluxGroup
will undertake an upgrade of its Gracefield plant in New Zealand and establish a new protective coatings plant at the
Dandenong site. Capital expenditure up to $38 million has been approved and is expected to be incurred over the
two years to 30 September 2011, of which approximately one-third is expected to be spent by 30 September 2010.
DuluxGroup will also be transitioning from its current Western Australian distribution sites at Canning Vale
and O’Connor to a new distribution centre in Welshpool from mid-2010.
DuluxGroup’s manufacturing facilities are integrated with its Australasian network of 13 warehouses to provide
intermediate product storage. Product logistics are arranged through a variety of contract service providers.
To service the trade market, DuluxGroup operates 70 Dulux Trade Centres across Australia and New Zealand.
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5.9 Sales and marketing
DuluxGroup supplies a broad range of retail and trade distribution channels. DuluxGroup’s products are sold through
more than 5,000 retail outlets and 232 trade distribution outlets, including 70 Dulux Trade Centres throughout Australia
and New Zealand.
Across the retail and trade sectors, DuluxGroup has over 35,000 customers, with over 26,000 in Australia, 8,400
in New Zealand, 700 in China and more than 300 in Asia and Papua New Guinea. DuluxGroup’s largest customer
represents between 20% and 30% of its total revenue.
Consistent with industry practice, DuluxGroup has few long-term contracts with its customers. Typically, sales are
undertaken based on DuluxGroup’s standard conditions of sale, which include payment within 30 days of the end of
the month of delivery, and negotiation occurs on an order-by-order basis, especially for smaller customers. For larger
customers, formal contracts are in place and negotiation of commercial trading terms generally occurs on an annual basis.
Customer relationships are also important as the formal contracts generally do not include a commitment to purchase or
supply any minimum volumes in addition to those amounts already subject to a purchase order.
DuluxGroup operates training academies in each state in Australia and in New Zealand, to educate staff from retail
distribution outlets (e.g. Bunning and Mitre 10) about the features of DuluxGroup’s brands and products. Annually, over
6,000 people are trained at these training academies. In the trade sector, DuluxGroup operates short courses through
the Dulux Trade Centres covering a range of topics including painting techniques and small business management.

5.10 Research and development and product innovation
DuluxGroup is committed to its position as an industry leader in new product development in its market sectors,
employs approximately 120 chemists and technologists, and has invested in world-class research facilities to support
this position, including:
–– the coatings research facility in Clayton, Victoria; and
–– the Selleys and Yates research facility in Padstow, New South Wales.
In addition, the powder coatings, texture coatings, New Zealand and China businesses have on-site chemists to support
their market segments and manufacturing sites.
New product development is driven by a range of factors including technical advancements in product design, industry
dynamics and response to changing consumer preferences, including:
–– development of environmentally sustainable coatings, adhesives and garden care products;
–– improvement of water-based coatings and adhesives;
–– development of colour range;
–– development of coatings with specific characteristics, e.g. external durability and interior washability; and
–– innovative packaging and application products to increase ease of use.
In addition to use in its own products, DuluxGroup’s technology has been licensed to other companies.

5.11 Supply arrangements
DuluxGroup sources a wide range of raw materials, including its key inputs of titanium dioxide, latex and tinters from
a variety of suppliers. Consistent with industry practice, DuluxGroup has various formal contracts in place with its main
suppliers, on terms consistent with industry practice and for periods of up to three years. As at the date of this Booklet,
neither Orica nor DuluxGroup is aware of any material breaches of any of the contracts with its main suppliers, by either
the supplier or DuluxGroup.

5.12 Board and senior management
5.12.1 DuluxGroup Board
If the Demerger proceeds, the DuluxGroup Board will initially comprise:
–– Peter Kirby – Chairman and Non-Executive Director;
–– Garry Hounsell – Non-Executive Director; and
–– Patrick Houlihan – Managing Director and Chief Executive Officer
DuluxGroup intends to appoint at least two additional Non-Executive Directors following the Demerger. Upon the
appointment of the first additional Non-Executive Director, DuluxGroup intends to appoint Stuart Boxer, currently
Chief Financial Officer, as an Executive Director.
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5.12.2 DuluxGroup senior management
On implementation of the Demerger, the senior management team of DuluxGroup will comprise:
Chief Executive
Officer
Patrick Houlihan

21 years at DuluxGroup

Dulux Decorative
Australia
General Manager

Dulux Decorative
New Zealand
General Manager

Powder and Industrial
Coatings
General Manager

Selleys/Yates
General Manager

DGL International
China
General Manager

Andrew Ingleton

Patrick Jones

Cameron McPherson

Graeme Doyle

Anthony Richardson

7 years at DuluxGroup
and 18 years at Orica

10 years at DuluxGroup
and 5 years at Orica

5 years at DuluxGroup

19 years at DuluxGroup

5 years at DuluxGroup

Chief Financial
Officer

Human Resources
General Manager

Manufacturing and
Supply Chain
General Manager

Stuart Boxer

Robert Weaver

Brad Hordern

2 years at DuluxGroup

14 years at DuluxGroup
and 7 years at Orica

4 years at DuluxGroup

Simon Black (4 years at DuluxGroup and 1 year at Orica) will be the General Counsel and Company Secretary of
DuluxGroup following the Demerger.

5.13 Employees
As at 18 May 2010, DuluxGroup had approximately 2,630 employees.
Location

Employees

Australia

1,674

New Zealand

392

China

415

Other

149

Total

2,630

Upon Demerger, 15 Orica Shared Services employees plan to transfer to DuluxGroup.

5.13.1 Industrial relations
DuluxGroup’s employee relations are based on employee engagement at the enterprise level to deliver local outcomes
and solutions. The existing collective employment agreements will transfer to DuluxGroup by operation of law and
employees will continue to be covered by the arrangements contained in these agreements following commencement
of their employment with DuluxGroup.
Approximately 25% of DuluxGroup employees are covered by industrial instruments in Australia and New Zealand.
Parties to DuluxGroup collective employment agreements include the Liquor, Hospitality and Miscellaneous
Workers Union, the Shop Distributive and Allied Employees Association, the National Union of Workers, the
Australian Manufacturing Workers’ Union and, within New Zealand, the Northern Chemical Workers Union
and the National Distribution Union.
DuluxGroup has not experienced any material industrial relations disputes in the last five years.

5.13.2 Employee share plans
As referred to in Sections 3.6.3 and 3.6.4, on or before the Demerger Implementation Date, DuluxGroup will pay the
remaining balances of loans over Orica Ordinary Shares held by DuluxGroup employees under the Employee Share Plan
and General Employee Exempt Share Plan (for Australia or New Zealand). DuluxGroup will then establish new employee
loans for the repayment of the balance of those loans.
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5.13.3 Superannuation
In Australia, Orica employees are in the Flexible Benefits Super Fund (Fund) unless they have chosen another
superannuation fund.
The Fund has two sections:
1. the defined benefit section for employees who joined prior to 1 October 1999 and have not converted to defined
contribution benefits; and
2. the defined contribution section for all other employees.
There are also some defined benefit pensioners who continue to receive benefits in retirement.
As at 15 May 2010, Australian employees’ superannuation is divided approximately as follows:
Employees

Defined Benefit

Defined
Contribution

Personal
Choice

Other*

Total

447

1,019

206

2

1,674

Australia

* Two employees are over retirement age and are paid an allowance in lieu of a contribution to a superannuation fund.

Towers Watson Superannuation Pty Ltd is the trustee of the Fund. Orica contributes to the defined benefits section at the
rate advised by the actuary (currently 13% of members’ salaries). For defined contribution members, Orica contributes
at different rates depending on the date the person joined the Fund or the date the person transferred into the defined
contribution section.
Prior to the Demerger, DuluxGroup will participate in the Fund and a new part of the Fund will be established in
respect of its employees (the DuluxGroup Sub Fund). As part of this process, members of the Fund who are to become
DuluxGroup employees, along with DuluxGroup’s proportional amount of the Fund assets (DuluxGroup Sub Fund Assets)
to support members’ vested benefits, will be identified. The amount of the DuluxGroup Sub Fund Assets as at Demerger
is to be separately verified to Orica and DuluxGroup by an independent actuarial consultancy firm. At Demerger,
DuluxGroup employees who are members of the Fund will be transferred to the DuluxGroup Sub Fund and the
DuluxGroup Sub Fund Assets will be segregated. In addition, persons who become DuluxGroup employees after
the Demerger will be eligible to join the DuluxGroup Sub Fund (up until the date that DuluxGroup ceases to be
a participating employer in the Fund). There will be no change to benefits.
As soon as practicable following the Demerger, members of the DuluxGroup Sub Fund (along with assets identified as
those segregated for the DuluxGroup Sub Fund) will be transferred to a new ‘equivalent’ superannuation fund, which
will be established by DuluxGroup. At this date, DuluxGroup will cease to be a participating employer in the Fund.
The estimated vested benefits index for the Fund as at 31 December 2009 was 99%. The vested benefits index measures
the percentage of the vested benefits (the benefits which would be payable if all members voluntarily left service
immediately and assuming active members receive their lump sum entitlement) covered by the Fund assets.
Orica also operates a fund in New Zealand which comprises both a defined benefit and a defined contribution section.
The composition of employee superannuation is approximately as follows:
Employees

New Zealand

Defined Benefit

Defined
Contribution

Personal Choice/
Kiwi Saver

Other

No Fund

Total

77

8

186

13

108

392

Note: Superannuation participation is not compulsory in New Zealand

The Demerger will trigger a partial dissolution of the New Zealand fund and DuluxGroup employees will be paid their
full entitlements at the date of the Demerger. After the Demerger, DuluxGroup New Zealand employees may elect to
participate in KiwiSaver, the national voluntary superannuation scheme.
In New Zealand, the defined benefit fund was in funding balance as at 31 December 2009.
In China, company and employee contributions are made to social insurance, which includes a retirement fund.
In Hong Kong, company and employee contributions are made to a central mandatory provident fund. In Malaysia,
company and employee contributions are made to a central employee provident fund. In Singapore, company and
employee contributions are made to a central provident fund.
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5.13.4 Occupational health and safety
DuluxGroup measures its occupational health and safety performance primarily by its Recordable Case Rate (RCR) in
accordance with the US Occupational Safety and Health Administration’s Occupational Injury and Illness Recording
and Reporting requirements. The RCR measures the total number of work-related injuries (excluding first aid or minor
incidents) per 200,000 hours worked. DuluxGroup has for many years sustained an occupational health and safety
performance level better than that of its peer group in Australia, with a lower RCR than the average for other paint
manufacturers in Australia.

5.13.5 Corporate social responsibility
In delivering on its business core purpose of helping consumers to imagine and create a better place, DuluxGroup
recognises that commitment to sustainable management of its financial, environmental and social impacts is fundamental
to the success and well-being of both its business and stakeholders. DuluxGroup therefore aspires to deliver its safety
and sustainability vision of “A Future Without Harm”. In implementing this policy, DuluxGroup will provide the necessary
leadership and accountability to integrate a safety and sustainability focus into its daily business activities.

5.14 Other information
5.14.1 Dividend reinvestment plan
The DuluxGroup Board will adopt a dividend reinvestment plan (DRP). Following the Demerger, the DuluxGroup Board
will determine, in its absolute discretion, whether or not to activate the DRP.
If the DuluxGroup Board decides to activate the DRP, it will provide further details to DuluxGroup Shareholders prior to
the relevant Record Date, including details of the DRP and the elections that may be made in relation to participation in
the DRP by DuluxGroup Shareholders.

5.14.2 DuluxGroup Board and corporate governance
5.14.2.1 Role of the DuluxGroup Board
DuluxGroup Board’s responsibilities following the Demerger will be detailed in a formal charter that will be published
on DuluxGroup’s website, www.duluxgroup.com.au. The charter will be reviewed annually to determine whether any
changes are necessary or desirable.
The primary role of the DuluxGroup Board will be the protection and enhancement of long-term shareholder value.
The DuluxGroup Board will be accountable to shareholders for the performance of the company and will direct and
monitor the business and affairs of DuluxGroup on behalf of shareholders, and be responsible for DuluxGroup’s overall
corporate governance.
5.14.2.2 DuluxGroup Board committees
To assist in the execution of its responsibilities, the DuluxGroup Board will establish the following committees following
the Demerger:
–– Audit and Risk Committee;
–– Remuneration and Nominations Committee; and
–– Safety and Sustainability Committee.
Each committee will adopt written terms of reference, which will outline its responsibilities and be available on the
DuluxGroup website. The terms of reference will be reviewed on a regular basis.
The intended roles and responsibilities of each of these committees is set out below.
Audit and Risk Committee
This committee will be responsible for reviewing, overseeing and reporting to the DuluxGroup Board on financial
reporting, internal control structures, internal and external audit functions and risk management systems.
All of the members of the committee will be Non-Executive Directors, and the committee will meet as frequently as
required but not less than four times a year.
The Audit and Risk Committee will be established following the appointment of the first of the additional
Non‑Executive Directors proposed to be appointed after the Demerger. The committee will be structured to meet
the best practice recommendations set by the ASX Corporate Governance Council in relation to composition, operation
and responsibility of an audit committee.
Remuneration and Nominations Committee
This committee will be responsible for advising and assisting the DuluxGroup Board with the discharge of its oversight
of management process and performance in the provision of human resources, board composition and succession
(including nomination of Non-Executive Directors to the DuluxGroup Board), and DuluxGroup Board performance
(including performance reviews).
The committee will meet as frequently as required but not less than four times a year.
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Safety and Sustainability Committee
This committee will be responsible for advising and assisting the DuluxGroup Board with the discharge of its responsibilities
in relation to safety and sustainability matters arising out of activities within the DuluxGroup as they affect employees,
contractors, visitors, customers and the communities in which DuluxGroup operates.
The committee will meet as frequently as required but not less than four times a year.
5.14.2.3 DuluxGroup Board processes
The processes of the DuluxGroup Board will be governed by the DuluxGroup Constitution which is summarised
in Section 14.4.
5.14.2.4 Access to information and independent advice
Each DuluxGroup Director will have the right to access all relevant company information and the company’s executives
and, subject to prior consultation with the chairman, or with the approval of a majority of the DuluxGroup Board, may
seek independent professional advice at the company’s expense.
DuluxGroup Directors will also have additional rights to inspect and make copies of DuluxGroup Board papers and books
under their deeds of indemnity, insurance and access – refer to Section 5.14.4 for further information.

5.14.3 Directors’ fees
In accordance with the DuluxGroup Constitution, the remuneration of the Non-Executive DuluxGroup Directors in
each financial year will not exceed the maximum aggregate amount determined by DuluxGroup shareholders in general
meeting from time to time. The maximum aggregate amount is currently $1.5 million, inclusive of superannuation and
exclusive of reimbursement of expenses. This remuneration may be divided among the DuluxGroup Directors in such
proportions as they decide. The maximum aggregate remuneration amount has been set so as to enable the appointment
of additional DuluxGroup Directors if required. Executive Directors of DuluxGroup will be remunerated outside of the
maximum aggregate fee ‘cap’.
The Non-Executive DuluxGroup Directors will initially be remunerated (yearly) with a base fee plus additional committee
fees for chairing or sitting on a DuluxGroup Board committee. The initial DuluxGroup Board committee fees (excluding
superannuation) to be paid to the Non-Executive DuluxGroup Directors will be as follows:
–– Audit and Risk Committee – $20,000 (chair) and $10,000 (member); and
–– other committees – $15,000 (chair) and $7,500 (member).
This structure is designed to ensure that the remuneration reflects the general responsibilities of individual directors,
as well as the extra responsibilities and workload involved in chairing or participating in a committee.
The initial base annual remuneration to be paid (excluding superannuation) to the DuluxGroup Chairman and
Non-Executive DuluxGroup Directors will be as follows:
–– Peter Kirby – $324,000; and
–– Garry Hounsell – $120,000.
In addition, DuluxGroup Directors travelling from overseas to attend Board meetings will be paid a reasonable
travel allowance.

5.14.4 Directors’ arrangements
DuluxGroup will enter into deeds of indemnity, insurance and access with each of the DuluxGroup Directors. In summary,
each deed will provide:
–– an indemnity, to the extent permitted by law, in favour of the DuluxGroup Director against liabilities and legal costs
incurred by the DuluxGroup Director in his or her capacity as an officer of DuluxGroup, subsidiaries of DuluxGroup or
any other company where that office is held at the request of DuluxGroup;
–– that DuluxGroup must effect and maintain directors’ and officers’ insurance for the entire period for which the director
is a DuluxGroup Director, and for 10 years after the date they cease to be a director of DuluxGroup or of a subsidiary
of DuluxGroup (or longer, if relevant legal proceedings have been commenced). The directors’ and officers’ insurance
must be from a reputable insurance company on terms and conditions commonly included in directors’ and officers’
insurance policies in Australia;
–– that DuluxGroup must maintain and procure that each DuluxGroup subsidiary maintains a complete set of its board
papers for a period of 10 years after the date on which the director ceases to be a DuluxGroup Director (or longer,
if relevant legal proceedings have been commenced); and
–– that a former DuluxGroup Director may, for a period of 10 years after they cease to be a director of DuluxGroup
or of a subsidiary of DuluxGroup (or longer, if relevant legal proceedings have been commenced), inspect and take
copies of DuluxGroup Board papers and books for the purpose of defending claims made against the former director.
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5.14.5 Managing Director and Chief Executive Officer contract
Patrick Houlihan, the Chief Executive Officer of DuluxGroup since February 2007, will be Managing Director and Chief
Executive Officer of DuluxGroup following the Demerger. The material terms of Mr Houlihan’s employment agreement,
the terms of which become effective on the date that DuluxGroup Limited is accepted for listing on the ASX, are
summarised below.
Position

Managing Director and Chief Executive Officer, DuluxGroup

Remuneration

Fixed Annual Remuneration (FAR): initial total FAR of $850,000, reviewed annually by the
DuluxGroup Board
Short-Term Incentive Plan (STIP): eligible to participate in DuluxGroup’s STIP, which will
be based on achievement of specified annual performance measures set by the Board.
If target performance hurdles are met, a cash bonus equal to 50% of FAR will be
available, increasing to a maximum of 90% of FAR if stretch targets are met
Long-Term Equity Incentive Plan (LTEIP): eligible to participate in the DuluxGroup LTEIP,
initially with an annual long-term incentive opportunity of 90% of FAR and a one-off
‘demerger’ component. Details of the LTEIP are set out in Section 5.14.7.2

Term

No fixed term. Employment will continue until terminated by DuluxGroup or
Patrick Houlihan

Termination

Patrick Houlihan may terminate his employment at any time, upon giving six months
notice in writing

Separation payment

Where DuluxGroup terminates his employment (other than for cause), Patrick Houlihan is
entitled to a 12 month separation payment (which incorporates notice to be provided by
DuluxGroup)

Non-compete

In order to protect DuluxGroup’s legitimate business interests, Patrick Houlihan is subject
to a post employment non-compete restraint

5.14.6 Senior executive arrangements
DuluxGroup has entered into employment agreements with other senior management of DuluxGroup which are, in
general, terminable by DuluxGroup or the executive on either three or six months written notice.
In addition to their fixed annual remuneration, senior executives are also eligible to participate in DuluxGroup’s short-term
incentive plan and long-term incentive plan on the terms set out in Section 5.14.7.

5.14.7 Senior executive remuneration
DuluxGroup’s remuneration strategy aims to encourage a strong focus on performance and support the delivery of
outstanding returns to DuluxGroup Shareholders. DuluxGroup’s remuneration arrangements aim to attract, retain
and motivate appropriately qualified and experienced executive directors, senior executives and other managers who
will contribute to DuluxGroup’s financial and operating performance. DuluxGroup’s remuneration strategy is to set
fixed annual remuneration at the market median with the ability to earn third quartile total remuneration based on
achievement of clear short- and long-term stretch performance targets. This approach is largely consistent with Orica’s
current approach for senior executives.
The details of the incentive plans provided under this strategy are set out in Sections 5.14.7.1 and 5.14.7.2.
5.14.7.1 Short-Term Incentive Plan
A proportion of certain executives’ remuneration will be tied to the short-term performance of the business through
the Short-Term Incentive Plan (STIP). The STIP has been structured to reward delivery of challenging performance
measures relating to key deliverables, including business growth, profit and cash targets. Under the STIP, executives
will be entitled to receive 100% of any actual short-term incentive award in cash.
5.14.7.2 Long-Term Incentive Plan
DuluxGroup proposes to establish the DuluxGroup Long-Term Equity Incentive Plan (LTEIP) as the long-term incentive
component of remuneration for DuluxGroup executives. Participation will be offered to those executives who are able
to influence the generation of shareholder wealth by having a direct impact on DuluxGroup’s performance.
After a comprehensive review of the relative merits of a range of equity-based incentive plans in the market, including
the more ‘common’ performance rights plan, the DuluxGroup Board determined that the LTEIP was the most appropriate
for DuluxGroup. The DuluxGroup Board is of the view that the design of the LTEIP meets the best practice standards
of governance.
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The LTEIP’s key design benefits are that it facilitates immediate share ownership by the executives, thereby aligning
their interests with those of shareholders. The LTEIP also links a significant proportion of their potential remuneration to
DuluxGroup’s ongoing share price and the relative returns generated for shareholders. Compared to alternative plans,
the LTEIP is also the most cost-effective way of providing the desired portion of long-term incentive remuneration to
executives. The DuluxGroup Board believes that the LTEIP will promote behaviours that will achieve superior performance
for DuluxGroup over the long term.
Under the LTEIP, executives will be provided with an interest-free, non-recourse loan from DuluxGroup for the sole purpose
of acquiring shares in DuluxGroup. In addition to the ‘normal’ 2010 award, in general, executives will be offered an
additional ‘demerger’ component which will form part of the value of the loan (i.e. an additional incentive opportunity,
recognising that the LTEIP incentive will only be available to vest in 2013, and not 2011 and 2012, as would have occurred
under Orica’s Long-Term Executive Incentive Plan). Executives may not deal in the LTEIP shares while the loan remains
outstanding and any dividends paid on the LTEIP shares will be applied (on an after-tax basis) towards repayment of the loan.
The LTEIP requires a threshold ‘gateway’ to be met before the shares ‘vest’ in the executive and they become entitled to
any capital appreciation on those shares. This is not a performance condition for the plan, but a minimum acceptable level
of performance below which no long-term incentive value accrues. In relation to the 2010 award, the compound growth
in earnings per share (EPS) must equal or exceed 2% per annum over the period from 1 October 2010 to 30 September
2013 before the shares ‘vest’. This gateway was set with the challenges immediately following the Demerger in mind.
At present, the DuluxGroup Board anticipates this gateway being 4% per annum compound EPS growth in future years.
The DuluxGroup Board will retain discretion to determine whether to adjust the EPS for individually material items on a
case by case basis when determining whether the threshold gateway has been met. If this gateway is not satisfied, the
LTEIP shares are surrendered to DuluxGroup (in full satisfaction of the loan) and the executive has no further interest
in the shares. In this event, the DuluxGroup Board believes that the loss of any remuneration value from the LTEIP is
sufficient penalty to the executives.
Once vested, a performance reward is possible where the performance condition set by the DuluxGroup Board is
achieved. To align executives’ interests with those of shareholders, part of the loan may be forgiven at the end of the
performance period upon the achievement of a performance condition based on DuluxGroup’s total shareholder return
(TSR), relative to that of a peer group of companies, being those companies in the S&P/ASX 200, excluding mining and
financial services companies and listed property trusts.
In relation to the 2010 award, the performance reward starts where relative TSR performance is at the 51st percentile
against the comparator group. At this level, 10% of the original loan value will be forgiven. A maximum of 30% of the
original loan value will be forgiven if relative TSR performance is at or beyond the 75th percentile of the comparator
group. Between these points, the percentage of loan forgiveness increases on a straight line basis.
In general, if the participant ceases employment during the performance period, the LTEIP shares are surrendered to
DuluxGroup (in full satisfaction of the loan) and the executive has no further interest in the shares.
The first grant under the LTEIP will be made within 30 days after the date on which DuluxGroup Shares commence trading
on ASX. It is proposed that Mr Houlihan and Mr Boxer (once Mr Boxer is appointed a director of DuluxGroup following the
appointment of the first of the additional Non‑Executive Directors following the Demerger) will be the only DuluxGroup
Directors who will participate in the LTEIP. The final value of the loans to be made to Mr Houlihan and Mr Boxer will be
determined following the application of a formula by the DuluxGroup Board following the Demerger. The maximum
value of the loan made to Mr Houlihan will be $3 million and the maximum value of the loan made to Mr Boxer will be
$900,000. The maximum number of DuluxGroup Shares to be issued to Mr Houlihan and Mr Boxer cannot currently be
calculated, as it is dependent upon the price of DuluxGroup Shares at the time of issue of the DuluxGroup Shares. The
number of DuluxGroup Shares to be issued to Mr Houlihan and Mr Boxer will be determined by dividing the final loan
value by the five day volume weighted average closing market price of DuluxGroup Shares on the ASX at the time of grant.

5.14.8 DuluxGroup Employee Share Investment Plan (ESIP) – 2010 Offer
DuluxGroup proposes establishing the DuluxGroup Employee Share Investment Plan (ESIP) which allows eligible
employees an opportunity to acquire fully paid ordinary shares in DuluxGroup.
Under the 2010 Offer, eligible employees will be invited to acquire DuluxGroup Shares to the value of $500 (through
a salary sacrifice). DuluxGroup will ‘match’ this participation, providing shares to the value of $500 to participating
employees at no cost to the participant.
The key terms of the 2010 Offer are:
–– eligible employees will be invited to sacrifice $500 of their salary or wages which is to be deducted during the plan year;
–– in consideration for the employee agreeing to sacrifice this amount of their salary or wages, a whole number of
DuluxGroup Shares, to the value of $1,000, will be allocated to the participating employee (representing $500 worth
of DuluxGroup Shares to be funded through salary sacrifice by the employee, together with the company’s $500
‘matching’ component);
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–– the number of DuluxGroup Shares to be allocated will be based on the market price at the time of allocation under
the ESIP; and
–– eligible employees are those full time and permanent part time employees who have been continuously employed
within the DuluxGroup business for a period of 12 months prior to the date of the 2010 Offer (excluding members
of the senior management team).
The 2010 Offer will be structured to take advantage of the tax concessions in the Income Tax Assessment Act 1997 (Cth),
with the effect that no income tax will be payable by the participating employee in relation to the shares allocated under
the 2010 Offer.
DuluxGroup Shares acquired under the 2010 Offer will be subject to a trading restriction for a period of three years from
the date of allocation of the DuluxGroup Shares or until the relevant employee ceases to be employed by DuluxGroup
(if earlier).
At the end of the restriction period, the employee will be able to sell or otherwise deal with the DuluxGroup Shares.
The invitation to participate in the ESIP is personal to the eligible employee and is not transferable to any other person.
A participating employee will be entitled to receive all cash dividends paid on the DuluxGroup Shares and to exercise the
voting rights attaching to their DuluxGroup Shares from the date of allocation of those DuluxGroup Shares.

5.14.9 Information technology
DuluxGroup will segregate its existing SAP system and continue to use SAP as the primary enterprise resource planning
business system after the Demerger. DuluxGroup has a dedicated in-house SAP team, with all general ledger and supply
chain transactions currently processed from DuluxGroup’s SAP platform. There is expected to be only minimal disruption
to these key activities as a result of the Demerger. However, DuluxGroup utilises other systems and processes, including
software/hardware provision and support, treasury and human resources systems that are embedded within, and
will remain with, Orica. These functions will be transitioned from the shared Orica systems over a period of two years
following the Demerger.
DuluxGroup will initially maintain its corporate standard operating environment (SOE) including PC hardware, operating
systems and standard LAN and WAN network infrastructure. All DuluxGroup-related hardware, software and services
associated with the SOE, including intellectual property rights in the design (where owned or licensed to Orica), have
been or will be transferred to DuluxGroup as part of the Demerger.
DuluxGroup maintains its own electronic point of sale system (interfaced with its SAP system) for the Dulux Trade Centres
which has been developed, and is supported, in-house.

5.14.10 Joint ventures
Orica Camel Powder Coatings, based in Dongguan (Guangdong, China), is a joint venture 50% owned by DuluxGroup
and 50% owned by Camelpaint Chemicals Co Ltd, a privately-owned Hong Kong-based paint manufacturer.
DuluxGroup’s interest in Orica Camel Powder Coatings is recorded on an equity accounting basis.
DuluxGroup has a 50% joint venture holding in Pinegro, with the other 50% owned by O’Connor Holdings, an Australian
family-owned and managed business engaged primarily in the supply of landscaping products. Pinegro composts bark
and other green waste for supply to commercial horticultural and retail customers. The majority of retail product is
supplied through Yates. DuluxGroup’s interest in Pinegro is recorded on an equity accounting basis.

5.14.11 Intellectual property
DuluxGroup holds an extensive portfolio of trade marks, as well as a number of patents and designs, in Australia,
New Zealand and certain other jurisdictions, which supports its business. Except in relation to intellectual property used
by the Yates business (Yates IP), Orica has executed assignment deeds in favour of DuluxGroup in respect of DuluxGroup’s
intellectual property portfolio and these assignments have been, or are, in the process of being registered. The Yates IP
will be assigned to DuluxGroup prior to the Demerger.
Key DuluxGroup trade marks include Dulux, Selleys, Cabot’s, British Paints, Berger, Walpamur, Levene, Intergrain,
Feast Watson, Poly, Rota Cota, Ratsak, Dynamic Lifter, Hortico, Zero and Thrive.
5.14.11.1 Dulux trade mark
DuluxGroup Limited is an Australian company which owns the Dulux® trade mark in Australia, New Zealand,
Papua New Guinea, Samoa and Fiji. It manufactures Dulux products in Australia, New Zealand and Papua New Guinea
and licenses the trade mark and technology to a third party in Fiji.
DuluxGroup Limited is not associated with, and has no connection to, the owners of the Dulux trade marks in any other
countries, nor does it sell Dulux products in other countries.
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5.14.11.2 Cabot’s trade mark
DuluxGroup owns the Cabot’s trade mark in Australia, New Zealand, Papua New Guinea and Fiji and manufactures
Cabot’s products under this trade mark in Australia, New Zealand and Papua New Guinea. The trade mark and
technology are licensed from DuluxGroup Limited to a third party in Fiji. DuluxGroup Limited is not associated with, and
has no connection to, the owners of the Cabot’s trade marks in any other countries, nor does it sell Cabot’s products in
other countries. DuluxGroup was previously the licensee of these trade marks and acquired these trade marks in 2007.
A consultation arrangement remains in place with Valspar Corporation, the previous owner, and applies in relation to any
material changes to the trade mark or significant new marketing schemes which may have any effect outside Australia,
New Zealand, Papua New Guinea and Fiji.
5.14.11.3 Yates trade mark
Orica currently owns the Yates trade mark (and a number of associated trade marks) in Australia, New Zealand,
Papua New Guinea and Fiji, as well as in a number of other countries. The Yates IP will be transferred to DuluxGroup
prior to the Demerger.
5.14.11.4 Selleys trade mark
DuluxGroup owns the Selleys trade mark (and in certain countries, various associated trade marks) in a number of
countries including Australia, New Zealand, US, United Kingdom, Papua New Guinea, Fiji, China, Hong Kong, Singapore
and Malaysia.
5.14.11.5 Third party trade marks
In addition to its own trade marks, DuluxGroup markets a number of products under trade marks licensed from third
parties, including:
–– Turtle Wax (Australia and New Zealand);
–– Araldite (Australia and New Zealand);
–– Roundup (New Zealand only);
–– Talon (Australia and New Zealand);
–– Pestoil (Australia only); and
–– Confidor (Australia, New Zealand and South Pacific Islands).
DuluxGroup also markets a line of co-branded Yates-Bayer products.
Each such third party trade mark is licensed on different terms. The Confidor licence is due to expire in August 2010
and negotiations to renew this licence are underway. No individual licence agreement is material to the operation of
DuluxGroup’s overall business. DuluxGroup is also a party to certain collaborative development agreements with some
of Australia’s leading research institutions.
5.14.11.6 Use of Orica trade mark
Under the Separation Deed described in Section 3.9.3, DuluxGroup must cease to use the Orica and interlocking rings
device trade marks of Orica in connection with its business following the expiry of six months after the Effective Date.
However, DuluxGroup may continue to use product labels for a period of 24 months after the Effective Date, and
continue to supply, distribute and sell products with labels for 24 months after the Effective Date. In addition, DuluxGroup
may continue to use the Orica name in its domain names and information technology systems for a period of 24 months
from the Effective Date. DuluxGroup has indemnified Orica in relation to any claims and liabilities incurred by Orica in
connection with the use by DuluxGroup of Orica trade marks.

5.14.12 Environmental issues
Orica operates a corporate safety, health and environment (SH&E) auditing program across its sites. A number of audit
types are utilised, in particular SH&E management system audits, significant risk audits and specialist environmental
audits. Sites are selected for audits using a risk-based prioritisation system and are developed for selected sites.
The audit findings are reported to the site teams and the respective businesses.
Contamination surveys have been undertaken at DuluxGroup’s main operating sites to understand potential issues and
prioritise future work plans. External consultants have been engaged where appropriate to assist with the conduct of
detailed site investigations.
In 2005, Orica commissioned an investigation into contamination at DuluxGroup’s site (Selleys and Dulux) in
Padstow, New South Wales. The investigation discovered fill material contamination (polychlorinated biphenyls)
which is not considered to pose a significant risk to human health or the environment provided direct contact is avoided.
An environmental management plan has been developed. Orica’s accounts for the half year ended 31 March 2010
included a $3.6 million provision for remediation costs in relation to the Padstow site for the cost of remediation of the fill
material. In addition, there is a perched aquifer under the Selleys Padstow factory which is known to be contaminated with
hydrocarbons. The aquifer is contained and regularly monitored, the most recent monitoring occurred in February 2009.
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On 25 April 2007, the process water dam at the Yates Wyee, New South Wales site overflowed as a result of heavy rain
and process water may have entered Wyee Creek. Immediate steps to minimise the overflow were undertaken and the
New South Wales Department of Environment, Climate Change and Water (New South Wales DECCW) was notified
on 25 April 2007. On 12 July 2007, Orica Australia Pty Limited was issued with a penalty infringement notice and fined
$1,500. The New South Wales DECCW indicated at the time that any further overflows would be likely to result in formal
prosecution against the company. On 4 November 2009, New South Wales DECCW issued a penalty infringement notice
and fine of $1,500 for emission of offensive odour beyond the site boundary. As at 31 March 2010, DuluxGroup has a
$0.4 million provision for improvements to odour emissions, dust, noise control and process water storage in relation
to the Wyee site. Further complaints about the odour may result in the New South Wales DECCW taking further action
against DuluxGroup, including infringement notices, fines or prosecution.
At times, the Queensland Department of Environment and Resource Management (DERM) licence limit for solvent
emissions from the Rocklea site has been exceeded, with the first recorded incident in 2004. The Queensland DERM
issued an Environmental Evaluation Notice in November 2009 and DuluxGroup submitted a report in March 2010
detailing an emissions improvement and compliance action plan. A response was received from the Queensland DERM
on 16 April 2010, in which it accepts that emissions are not causing adverse impacts offsite, and to confirm that no
additional improvement measures would be required. The Queensland DERM also outlined that an amendment to the
solvent emissions levels may be appropriate, and has requested that DuluxGroup prepare a new solvent emissions limit
for consideration. In addition, the Rocklea water-based manufacturing licence expired in 2009. DuluxGroup has applied
for a replacement licence in accordance with current legislative requirements and is progressing this application in
consultation with the Queensland DERM. This process is taking place concurrently with DuluxGroup and the Queensland
DERM’s negotiations in relation to the solvent emission limits for the site. Based on recent discussions with the
Queensland DERM, it is expected that the separate water and solvent based product manufacturing licences will be
consolidated into one new manufacturing licence for the site once agreement is reached on the appropriate solvent
emissions limits for the site. The Queensland DERM has acknowledged DuluxGroup’s continued operations on the site
while these issues are being resolved.
Soil and groundwater contamination assessments have been completed at a number of operating sites. Localised
contamination has been identified on some sites; however, based on available knowledge to date, no significant off-site
impacts requiring remedial action have been identified.

5.14.13 Litigation and regulatory
DuluxGroup has not been involved in any material litigation matters in the last five years.

5.14.14 Insurance
Prior to the Effective Date, members of DuluxGroup will continue to have the benefit of Orica insurance policies.
After the effective Date, DuluxGroup will continue to have the benefit of the existing Orica insurance policies until these
policies expire on 30 September 2010, apart from directors’ and officers’ insurance and crime insurance which will be
arranged by DuluxGroup on and from the Effective Date. Otherwise, DuluxGroup is responsible for its own insurance
arrangements, including directors’ and officers’ insurance following the Demerger. However, Orica will continue to
maintain general and product liability insurance for DuluxGroup businesses or former businesses conducted by Orica for
seven years after the Effective Date in respect of acts or omissions occurring on or before the Effective Date, provided
such insurance is able to be maintained by Orica on commercially reasonable terms. DuluxGroup will maintain general
and product liability insurance for Orica businesses or former businesses located in Papua New Guinea and Hong Kong
in respect of acts or omissions occurring on or before the Effective Date, provided such insurance is able to be maintained
by DuluxGroup on commercially reasonable terms. In addition, the directors and officers of Orica and DuluxGroup prior
to the Demerger taking effect will continue to have the benefit of the directors’ and officers’ run-off insurance held by
Orica in respect of matters which occurred before the Demerger takes effect.
It is intended that DuluxGroup insurance policies will be placed with insurers of acceptable security and the levels
of retained risk and coverage purchased will be appropriate to the business activities of DuluxGroup, subject to
such insurance being available on commercially reasonably terms.
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This Section contains pro forma historical financial information concerning DuluxGroup (the “DuluxGroup pro forma
historical financial information”) including:
–– DuluxGroup pro forma historical income statements before net financing costs and tax for the years ended
30 September 2007, 30 September 2008 and 30 September 2009 and the half year ended 31 March 2010;
–– DuluxGroup pro forma historical net operating cash flows before financing activities and tax and after capital
expenditure for the years ended 30 September 2007, 30 September 2008 and 30 September 2009 and the
half year ended 31 March 2010; and
–– DuluxGroup pro forma historical balance sheet as at 31 March 2010.
In this Booklet (including in this Section 6 and Section 9), references to DuluxGroup pro forma historical financial
information are references to the pro forma historical financial information of DuluxGroup during the relevant period or
at the relevant time, being the business that is being transferred and restructured to form DuluxGroup, which is proposed
to be demerged to Orica Ordinary Shareholders. Reference to DuluxGroup pro forma historical financial information
refers to DuluxGroup on a consolidated basis.

6.1 Basis of preparation
The DuluxGroup pro forma historical balance sheet has been prepared on the basis that the Demerger was effected and
completed on 31 March 2010 and that DuluxGroup assets and liabilities have been transferred from Orica to DuluxGroup
at their historical book value on a consolidated basis and pro forma adjustments have been made to reflect:
–– the external debt DuluxGroup is expected to draw down when the Demerger takes effect;
–– settlement of the amount owing by cash payment from DuluxGroup to Orica; and
–– Demerger transaction costs to be incurred by DuluxGroup after the Demerger takes effect.
The DuluxGroup pro forma historical balance sheet has been prepared in order to give Orica Shareholders an indication
of DuluxGroup’s balance sheet in the circumstances noted in this Section and does not state the actual financial position
of DuluxGroup at the time of the Demerger.
DuluxGroup pro forma historical income statements have been presented before net financing costs and income tax.
DuluxGroup pro forma historical net operating cash flows have been presented before financing activities and tax
and after capital expenditure. These statements present the financial performance and cash flows of DuluxGroup as
it operated within the context of Orica but do not purport to represent the financial performance and cash flows that
would have occurred had DuluxGroup been a standalone entity during the periods presented, for reasons including:
–– DuluxGroup did not operate independently of Orica during the periods for which DuluxGroup pro forma historical
financial information is presented;
–– DuluxGroup pro forma historical financial information includes allocations to DuluxGroup of certain corporate
expenses incurred by Orica and attributable to DuluxGroup;
–– the DuluxGroup pro forma historical financial information may not reflect the strategies or operations DuluxGroup
may have followed or undertaken had it acted as a standalone entity rather than as part of Orica; and
–– DuluxGroup may have been exposed to different financial and business risks had it operated as a standalone entity
rather than as part of Orica.
Pro forma adjustments have been made to DuluxGroup pro forma historical income statements before net financing costs
and tax to reflect the anticipated additional costs of DuluxGroup operating as a standalone entity.
DuluxGroup pro forma historical financial information has been derived from Orica’s financial reports for the years
ended 30 September 2007, 30 September 2008 and 30 September 2009 and the half year ended 31 March 2010 and
Orica management information. Orica’s financial reports are available from Orica’s website, www.orica.com, or the ASX
website, www.asx.com.au.
The Orica financial reports for the years ended 30 September 2007, 30 September 2008 and 30 September 2009 have
been audited in accordance with Australian Auditing Standards and the audit opinions issued to the members of Orica
relating to those financial reports were unqualified. Orica’s half year financial report for the half year ended 31 March
2010 was not audited but has been subject to review by Orica’s auditor in accordance with Australian Auditing Standards
applicable to review engagements.
DuluxGroup pro forma historical financial information has been prepared in accordance with the recognition and
measurement principles prescribed in Australian Accounting Standards (including Australian Accounting Interpretations)
adopted by the Australian Accounting Standards Board, which comply with the recognition and measurement principles
of the International Financial Reporting Standards and interpretations adopted by the International Accounting Standards
Board. The accounting policies used in preparation of DuluxGroup pro forma historical financial information are consistent
with those set out in Orica’s half year report to 31 March 2010 and Annual Report for the year ended 30 September 2009.
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IFRS do not currently include promulgated standards for the preparation and reporting of pro forma financial
information and effective guidance as of the date of this Booklet is limited to the preparation of historical financial
statements. Consequently, DuluxGroup pro forma historical information has been directly derived from balances and
amounts included in the historical financial statements of Orica, as prepared in accordance with AASBs, and Orica
management information.
DuluxGroup pro forma historical financial information is presented in an abbreviated form and does not contain all the
disclosures required by AASBs in an annual financial report prepared in accordance with the Corporations Act.
KPMG Transaction Services (Australia) Pty Limited has reported on DuluxGroup pro forma historical financial information
in an Investigating Accountant’s Report that has been included in Section 11. The comments made in relation to the
scope and limitations of its report should be noted.
This Section should also be read in conjunction with the risks to which DuluxGroup is subject to and risks associated with
the Demerger as set out in Sections 4.4 and 7.

6.2 DuluxGroup pro forma historical income statements before net financing costs and tax
The DuluxGroup pro forma historical income statements before net financing costs and tax for the years ended
30 September 2007, 30 September 2008 and 30 September 2009 and the half year ended 31 March 2010 are as follows:
Table 1: DuluxGroup pro forma historical income statements before net financing costs and tax
Year ended Year ended Year ended
30 September 30 September 30 September
2007
2008
2009

($m)

Half year
ended
31 March
2010

Sales revenue

826.3

875.4

940.2

486.2

EBITDA

116.3

136.3

145.9

74.4

Depreciation

(11.4)

(11.3)

(15.3)

(8.4)

Amortisation

(3.3)

(2.4)

(1.7)

(1.1)

101.6

122.6

128.9

64.9

9.5

–

–

–

EBIT excluding individually material items

111.1

122.6

128.9

64.9

Pro forma additional operating costs

(13.0)

(13.0)

(13.0)

(6.5)

Pro forma EBIT excluding individually material items

98.1

109.6

115.9

58.4

(1)

EBIT
Individually material items

1	Orica considers that earnings before interest, income tax expense, depreciation and amortisation, or EBITDA, is a useful financial metric to assess
DuluxGroup’s operating and financial performance before the impact of investing and financing transactions and income taxes. In addition, Orica
considers that EBITDA is widely used by other companies and may be used by investors as a measure of DuluxGroup’s financial performance. Given
the significant investments that Orica has made in the past in property, plant and equipment and intangibles, depreciation and amortisation expense
comprises a meaningful portion of its cost structure. Orica considers that EBITDA will provide investors with a useful measure for comparability
between periods because it eliminates depreciation and amortisation expense attributable to capital expenditures. The presentation of EBITDA
should not be construed as an indication that DuluxGroup’s future results will be unaffected by other expenses and revenues that Orica considers
to be outside the ordinary course of DuluxGroup’s business. The use of EBITDA has certain limitations. Depreciation and amortisation expense for
various long-term assets, such as property, plant and equipment and intangibles, income tax expense, interest expense and interest income have
been and will be incurred and are not reflected in the presentation of EBITDA. Each of these items should also be considered in the overall evaluation
of DuluxGroup’s results. Additionally, EBITDA does not consider capital expenditures and other investing activities and should not be considered as a
measure of DuluxGroup’s liquidity. Orica compensates for these limitations by providing the relevant disclosure of its depreciation and amortisation,
interest expense and interest income, income tax expense, capital expenditures and other relevant items in its consolidated financial statements, all of
which should be considered when evaluating DuluxGroup’s performance. The term EBITDA is not defined under AASBs, and EBITDA is not a measure
of net income, operating income, operating performance or liquidity presented in accordance with AASBs. When assessing DuluxGroup’s operating
and financial performance, this data should not be considered in isolation or as a substitute for DuluxGroup’s net income, operating income or any
other operating performance measure that is calculated in accordance with AASBs. In addition, DuluxGroup’s EBITDA may not be comparable to an
EBITDA or similarly titled measures utilised by other companies since such other companies may not calculate EBITDA in the same manner Orica does.

Following the Demerger, DuluxGroup will be a standalone entity, listed on ASX, which will necessarily involve additional
corporate operating costs relative to its position as a business of Orica. These costs include share registry costs, company
secretariat costs and the cost of maintaining a separate board of directors. DuluxGroup will also incur costs associated
with certain services and internal management systems that have previously been provided by or in conjunction with
Orica, such as information technology, insurance, accounting, treasury, legal and taxation services. Overall, it is estimated
that these additional costs will be approximately $13 million per year.
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Table 2: DuluxGroup estimated additional corporate operating costs

($m)

Estimated
additional
costs per
year

ASX listing fees

1.0

Board costs

2.0

Corporate finance/payroll costs

2.9

Corporate HR/superannuation/workers’ compensation

2.2

Other

4.9

Total

13.0

Pro forma adjustments for net financing costs and tax have not been made to the DuluxGroup pro forma historical
income statements because the financing arrangements and tax structure under which DuluxGroup operated during
the periods presented do not reflect the anticipated financing arrangements and tax structure of DuluxGroup following
the Demerger. Refer to Sections 6.4.1 and 6.5 for information regarding DuluxGroup’s financing facilities and tax
arrangements following the Demerger.

6.2.1 Management commentary on DuluxGroup pro forma historical financial performance
Additional commentary on the pro forma historical results of DuluxGroup is provided within Orica’s Annual Reports for
the years ended 30 September 2007, 30 September 2008 and 30 September 2009 and the half year ended 31 March
2010. These are available from Orica’s web site at www.orica.com or the ASX website at www.asx.com.au. The following
is a summary of key financial highlights.
1H2010 results
DuluxGroup achieved another record result in the six months ended 31 March 2010. Sales revenue increased by
4% on the corresponding half in 2009, with EBIT growing 6%. Highlights of the result include market share gains,
a general improvement in market conditions and margin recovery after input cost rises in the prior period.
Coatings
Sales in this segment grew 6%, driven by market and share growth in Decorative Paints and improved market conditions
in the powder and industrial coatings market.
Home improvement and garden care
This segment recorded a 2% fall in sales. Selleys generated revenue and EBIT growth in the period, driven by continued
investment in marketing and product development. The Yates business was adversely impacted by the flow-on effect of
softer than expected market conditions experienced during the peak Spring season.
2009 results
DuluxGroup achieved a record result in 2009. Despite an overall market decline and increased competition, sales revenue
increased 7% and EBIT increased 5% to $128.9 million. Gross margin (in percentage terms) was adversely impacted by
rising input costs, largely due to the effect of a lower A$/US$ exchange rate. Fixed costs grew as a result of an increase
in marketing and research and development expenditure and as a result of the Sopel acquisition in China. All other
fixed costs were well-contained, driven by tight cost control across all businesses and particularly in the Decorative
New Zealand and Powder Coatings businesses.
Coatings
Coatings contributes approximately 75% of the revenue of DuluxGroup and in 2009 generated sales growth of 8%,
compared to 6% in 2008. The overall decline in the Australian paint market in 2009 (approximately 4% in volume
terms) was offset by market share increases as a result of the continuing marketing investment in key brands. Decorative
New Zealand and Powder Coatings experienced a decline in earnings, due to lower market volumes and weaker demand.
Papua New Guinea recorded strong earnings growth driven by volume increases, and sales revenue in China increased
following the acquisition of Sopel, a woodcare coatings business based in Shanghai, China.
Home improvement and garden care
Sales grew 7% in this segment in 2009, compared to 5% in 2008. In 2009, Selleys continued to achieve consistently
strong levels of earnings, with earnings growth resulting from revenue increases driven by new products and category
growth, as well as productivity improvements. Yates EBIT performance also improved with the completion of the
restructuring process that commenced in 2007. Benefits derived included revenue, margin and fixed cost benefits.
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2008 results
DuluxGroup (then Orica Consumer Products) achieved a record result in 2008 despite difficult global and domestic
economic conditions. Total DuluxGroup sales increased 6% to $875.4 million and EBIT (excluding individually material
items) grew 10% to $122.6 million with a 14% EBIT margin. Margins increased on the basis of an improved business mix
(a strong year for Australian retail-facing businesses) and a switch to more premium product sales. DuluxGroup achieved
overall market share increases, driven by investment in key brands, product innovation and a strong commitment to
customer service.
Coatings
Coatings contributed 6% sales growth in 2008. Decorative Australia’s EBIT grew over 2007 despite below average market
growth, driven by strong market share gains. The Australian growth was more than offset by a decline in New Zealand
where EBIT fell driven by depressed market conditions (total market declined by approximately 10% in volume terms).
Management undertook action at the end of 2008 to reshape the New Zealand business, including reducing headcount.
Home improvement and garden care
This segment delivered 5% sales growth in 2008. Selleys posted a record EBIT, contributed to by volume gains, productivity
and margin improvements. Yates saw a step-change in 2008, improving underlying EBIT as a result of the restructuring process
which focused on supply chain efficiency and product profitability, particularly in the growing media and plant food categories.
2007 results
DuluxGroup (then Orica Consumer Products) achieved a record result in 2007, despite establishing a $9.5 million provision
to restructure the Yates business and a $3.8 million environmental provision to remediate land in Padstow, New South Wales.
Sales increased 5% to $826.3 million and EBIT grew 14% to $111.1 million (before the $9.5 million Yates provision). Input costs
remained near 2006 levels, resulting in a slight gross margin increase at the DuluxGroup level. The strong result enabled
continued investment in key brands and product innovation, with the Cabot’s brand acquired (previously licensed) during the year.
Coatings
Market share increases were achieved in the Australian coatings businesses, delivering strong results when combined with
a return to growth in the Australian paint market (approximately 3% by volume). Market growth was a result of strong
GDP growth and housing renovation activity, while Texture Coatings revenue also grew strongly, achieving share gains in
a strong market.
Home improvement and garden care
Sales in this segment grew 1% from 2006. The Selleys earnings result was a record, with sales growth driven by new
product innovation. The Yates result was adversely impacted by continuing drought conditions and resultant water
restrictions in parts of Australia, leading to the establishment of the restructuring provision mentioned above.

6.2.2 Customer disclosure
Revenue from one of DuluxGroup’s customers was between 20% and 30% of total DuluxGroup revenue during the years
ended 30 September 2007, 30 September 2008 and 30 September 2009 and the six months ended 31 March 2010.
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6.3 DuluxGroup pro forma historical net operating cash flows before financing activities and tax and
after capital expenditure
The DuluxGroup pro forma historical net operating cash flows before financing activities and tax and after capital
expenditure for the years ended 30 September 2007, 30 September 2008 and 30 September 2009 and the half year
ended 31 March 2010 are as follows.
Table 3: DuluxGroup pro forma historical net operating cash flows before financing activities and tax and
after capital expenditure

($m)

EBITDA(1)

Year ended
30 September
2007

Year ended
30 September
2008

Year ended
30 September
2009

Half year
ended
31 March
2010

116.3

136.3

145.9

74.4

Other non cash items

1.1

2.9

3.9

1.7

Change in working capital

1.1

(17.0)

5.3

5.4

118.5

122.2

155.1

81.5

Capital expenditure

(41.5)

(37.3)

(19.0)

(8.5)

Net operating cash flows after capital expenditure,
before financing activities and tax

77.0

84.9

136.1

73.0

Growth capital expenditure

(26.5)

(14.1)

(5.5)

(3.2)

Sustenance capital expenditure

(15.0)

(23.2)

(13.5)

(5.3)

Net operating cash flows, before financing activities
and tax

Capital expenditure comprises

1	Refer to note 1 in Section 6.2.

As a standalone entity following the Demerger, DuluxGroup will have additional net cash outflows relating to incremental
corporate operating costs (refer to Section 6.2), financing activities (refer to Section 6.4.1), taxation (refer to Section 6.5)
and dividends (refer to Section 6.6). Pro forma adjustments have not been made for these items because the periods
presented do not reflect DuluxGroup’s corporate and operating structure, financing facilities, tax arrangements and
capital structure following the Demerger.
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6.4 DuluxGroup pro forma historical balance sheet
The following table sets out DuluxGroup’s pro forma historical balance sheet as at 31 March 2010. For the purpose of
presenting the pro forma historical balance sheet, it has been assumed that the Demerger was effected and completed
on 31 March 2010.
Table 4: DuluxGroup pro forma historical balance sheet

($m)

Pro forma
as at
31 March 2010(1)

External
debt, cash
and payment
to Orica(2)

DuluxGroup
transaction
costs (post
demerger)(3)

Pro forma
DuluxGroup
Deferred tax
as at
Liability(4) 31 March 2010

Current assets
Cash and cash equivalents

–

10.0

(4.0)

–

6.0

138.2

–

–

–

138.2

0.3

–

–

–

0.3

103.0

–

–

–

103.0

12.5

–

–

–

12.5

254.0

10.0

–

260.0

Trade and other receivables

0.1

–

–

–

0.1

Investments accounted for using the
equity method

1.7

–

–

–

1.7

140.6

–

–

–

140.6

Deferred tax assets

24.5

–

–

–

24.5

Intangible assets

89.4

–

–

–

89.4

Trade and other receivables
Other financial assets – derivative assets
Inventories
Other assets
Total current assets

(4.0)

Non-current assets

Property, plant and equipment

Total non-current assets

256.3

–

Total assets

510.3

10.0

Trade and other payables

167.6

–

Inter-company payable

245.0

–

–

256.3

–

516.3

–

–

167.6

(245.0)

–

–

–

–

12.1

–

–

12.1

Current tax liabilities

11.2

–

(1.2)

–

10.0

Provisions

16.2

–

–

–

16.2

–

205.9

(4.0)

Current liabilities

Interest bearing liabilities

Total current liabilities

440.0

(232.9)

(1.2)

Non-current liabilities
Interest bearing liabilities

–

242.9

–

–

242.9

2.0

–

–

4.2

6.2

Provisions

20.4

–

–

–

20.4

Total non-current liabilities

22.4

242.9

–

4.2

269.5

462.4

10.0

(1.2)

4.2

475.4

Net assets

47.9

–

(2.8)

(4.2)

40.9

Shareholders equity

47.9

–

(2.8)

(4.2)

40.9

Deferred tax liabilities

Total liabilities
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1	The pro forma DuluxGroup balance sheet represents the segment assets and liabilities of the DuluxGroup and the related tax, defined benefit
superannuation and inter-company balances applicable to DuluxGroup in accordance with the Separation Deed which have historically been
recorded in the Corporate segment of Orica’s financial reports.
2	An adjustment of $12.1 million has been made to current liabilities in respect of trade finance facilities and an adjustment of $242.9 million to
non‑current interest bearing liabilities to reflect external debt to be drawn down by DuluxGroup at the time of the Demerger, with $245.0 million
applied to repayment of the liability to Orica for the transfer of DuluxGroup businesses’ assets and liabilities, with the balance of $10.0 million
retained by DuluxGroup as cash.
3	An adjustment to cash has been made to reflect Demerger transaction costs to be incurred by DuluxGroup after the Demerger with a corresponding
charge (net of tax) to retained earnings.
4	An adjustment to deferred tax liabilities has been made to reflect that, on Demerger, DuluxGroup will form a new Australian consolidated tax group
for the purposes of separately paying tax. As a result of this consolidation, certain deferred tax balances may arise as a result of the resetting of the tax
bases of certain tangible and intangible assets with a corresponding charge to retained earnings. Refer to Section 6.4.9.5.

6.4.1 Debt facilities and cash
Prior to the Demerger, DuluxGroup is funded from a combination of internal (Orica) finance and existing external
financing arrangements. These existing external financing arrangements are expected to remain and are set out in
Sections 6.4.2.1 and 6.4.2.2. To replace internal Orica finance, a new syndicated bank facility for DuluxGroup (through its
wholly owned Subsidiary, DuluxGroup Finance) totalling $400 million has been established with a syndicate of domestic
and international banks.
At the time of the Demerger, DuluxGroup will have a net debt balance of approximately $245 million, comprising
approximately $255 million of total debt obligations and $10 million of cash.
The DuluxGroup Board considers this level of interest bearing liabilities and cash, combined with the $400 million size
of the New Facility, appropriate at the time of the Demerger with regard to the financial profile of DuluxGroup on a
standalone basis. The DuluxGroup Directors are of the view that DuluxGroup has sufficient working capital to carry
out its stated objectives.
In addition, transaction banking facilities will be established with Westpac Banking Corporation and transitional
arrangements with Orica have been established.
The New Facility contains market standard terms and conditions for a facility of this nature. The key terms of the New
Facility are as follows:
Facility type

Revolving cash advance facility

Currencies

A$, NZ$ and US$

Tranches, commitments
and maturities

Tranche

Commitment

Termination date

A

$300,000,000

3 years from 30 April 2010

B

$100,000,000

5 years from 30 April 2010

Applicable interest rates

With respect to a draw down denominated in:
–– A$, the relevant BBSY rate;
–– NZ$, the relevant BKBM rate; and
–– US$, the relevant LIBOR01 rate,
plus the margin, which has been agreed at current commercial rates.

Conditions precedent
to initial draw down

The New Facility contains market standard conditions precedent to initial draw down
for a facility of this nature. Additional conditions include the completion of certain asset
transfers from Orica to DuluxGroup, the Scheme becoming effective, DuluxGroup Shares
being approved for quotation on ASX, that information, including financial information,
in relation to the Demerger and DuluxGroup provided to the syndicate of banks in
negotiating the New Facility is not materially adversely different and that there has been
no material adverse change in DuluxGroup’s financial position from the date of the
DuluxGroup pro forma financial reports for the period ending 31 March 2010.

Security

None.
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The New Facility is guaranteed by DuluxGroup and such of DuluxGroup’s Subsidiaries that
account for not less than 85% of the consolidated total assets of DuluxGroup (adjusted
for any relevant acquisition having a purchase price of A$15 million or more) and not less
than 85% of the EBITDA of DuluxGroup for the relevant 12 month period (adjusted for
any relevant acquisition having a purchase price, or any disposal where the assets had a
value, of A$15 million or more), including each member of DuluxGroup which holds at
least 5% of consolidated total assets of DuluxGroup and contributes at least 5% of the
EBITDA of DuluxGroup (except for any member that is incorporated and has its principal
place of business in a jurisdiction other than Australia, where it is illegal for that member
to provide the guarantee).
EBITDA for the purposes of the New Facility Documents is as adjusted for various items
including, but not limited to, costs associated with the Demerger and borrowing costs
in relation to the establishment of the New Facility.

Events of default and
mandatory prepayment

The New Facility contains events of default that are standard for a facility of this nature
including, but not limited to, payment default, breach of financial undertaking, cross-default,
DuluxGroup ceasing to carry on its core business, shares of DuluxGroup being suspended
from, or ceasing to be listed on, ASX and DuluxGroup Finance ceasing to be a Subsidiary
of DuluxGroup (in each case, subject to any applicable carve outs or grace period).
If DuluxGroup becomes a Subsidiary of any person following the Effective Date, the
facility agent may require full repayment of amounts outstanding under the New Facility
within 90 days.

Covenants

The New Facility contains covenants that are standard for a facility of this nature including,
but not limited to, provision of information, negative pledge, restriction on disposal of
assets, restriction on providing financial accommodation, restriction on non-guarantors
incurring financial indebtedness and a most favoured nation clause (in each case, subject
to any applicable carve outs).
In addition, DuluxGroup must comply with the financial covenants (including a net
debt to runrate EBITDA ratio, an EBITDA to net interest expense ratio and a maximum
dividend payout ratio for DuluxGroup of 90% under certain circumstances) on and from
31 March 2011 with six monthly testing on 30 September and 31 March each year.

As at the date of this Booklet, the New Facility Documents have been executed by all parties and the New Facility is
committed (conditional on various other conditions being satisfied, including those summarised in the table above as
‘Conditions precedent to initial draw down’ and provided that financial close occurs on or before 31 October 2010) but
has not been drawn. At the time the Demerger is implemented, it is expected that DuluxGroup Finance will draw down
approximately $243 million of external debt, approximately $10 million of which will be retained by DuluxGroup Finance
as cash and approximately $233 million of which will be paid to Orica to partially settle the consideration payable as a
result of the transfer of assets, liabilities and legal entities from Orica to DuluxGroup. The remainder of the $245 million
inter-company payable between Orica and DuluxGroup will be satisfied by the transfer of the trade finance obligations
(approximately $12 million as set out in Section 6.4.2.2) from Orica to DuluxGroup.

6.4.2 Other financing arrangements
6.4.2.1 Offshore finance
Outside Australia and New Zealand, there are existing uncommitted external financing facilities, of approximately
$5 million, which were undrawn as at 31 March 2010. These facilities support the working capital needs of offshore
businesses. These facilities are provided by external lenders and are expected to remain in place after the Demerger.
6.4.2.2 Trade finance
DuluxGroup operates a credit card program (the Dulux Trade Card) through the Commonwealth Bank of Australia that
provides professional painting contractors with a line of credit for DuluxGroup products purchased at Dulux Trade Centres
in Australia. The facility includes the Dulux Rewards loyalty program, which has been a successful marketing program for
DuluxGroup. The card operates with standard conditions.
At present, following a purchase transaction by the card holder, Orica receives payment the next business day from the
Commonwealth Bank of Australia. The Commonwealth Bank of Australia has responsibility for debt collection for the
first 90 days; however, as the debt is guaranteed by Orica, it is accounted for as an interest bearing liability. Collection
of outstanding debt after 90 days becomes the responsibility of Orica. If the Demerger proceeds, responsibility for
guaranteeing, accounting for and collecting debt outstanding after 90 days will transfer from Orica to DuluxGroup.
DuluxGroup’s trade finance obligations were approximately $12 million at 31 March 2010.
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6.4.3 Hedging
In Australia and New Zealand, DuluxGroup entities are classified under Orica Treasury policy as “selective cover
businesses”. This means that material foreign currency exposures exist and strategic hedging is undertaken to protect
against unfavourable foreign currency movements; however, there is flexibility as to when hedging is initiated. The main
exposures relate to US$ transactional import exposures in Australia and New Zealand as well as the translation of EBIT
generated outside of Australia into Australian dollars. Approximately 5% of transactional import exposures in Australia
and New Zealand have been hedged to 30 September 2010 via options. These hedges will be novated to DuluxGroup
at the time of the Demerger. At 31 March 2010, the fair value of hedges to be novated to DuluxGroup was $0.3 million.
Outside Australia and New Zealand, generally no hedging activities are undertaken as exposures are not material from
an overall DuluxGroup perspective.

6.4.4 Lease commitments
DuluxGroup’s operating lease commitments as at 31 March 2010 were as follows:
Table 5: Lease commitments

($m)

Pro forma
as at
31 March
2010

No later than one year

18.9

Later than one, not later than five years

22.3

Later than five years

7.5

Total

48.7

6.4.5 Shareholders’ equity
At the time of the Demerger, DuluxGroup is expected to have minimal retained earnings and will have the same
number of Orica Ordinary Shares on issue as at the Record Date, with no options over shares, preferred shares
or other forms of external hybrid capital. The number of Orica Ordinary Shares on issue as at the Record Date
will be approximately 361 million Ordinary Shares plus any Orica Ordinary Shares issued under the Orica dividend
reinvestment plan since the date of this Booklet.

6.4.6 Property, plant and equipment
DuluxGroup’s property, plant and equipment and intangible assets, other than indefinite life intangible assets, are
depreciated/amortised on a straight line basis over their useful economic lives. Management reviews the appropriateness
of useful economic lives of assets at least annually, but any changes to useful economic lives could affect prospective
depreciation rates and asset carrying values.
Table 6: Property, plant and equipment

($m)

Pro forma
as at
31 March
2010

Land, buildings and improvements:
at cost

75.4

accumulated depreciation

(23.3)

Total carrying value

52.1

Machinery, plant and equipment:
at cost

199.8

accumulated depreciation

(111.3)

Total carrying value
Total net carrying value of property, plant and equipment

88.5
140.6
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6.4.7 Intangible assets
Table 7: Intangible assets

($m)

Goodwill
Patents and rights
Brand names
Software
Total intangible assets

Pro forma
as at
31 March
2010

45.2
0.9
39.8
3.5
89.4

The carrying amount of non-current assets excluding defined benefit fund assets, deferred tax assets, goodwill and
indefinite life intangible assets is reviewed at each reporting date to determine whether there are any indicators of
impairment. If such indicators exist, the asset is tested for impairment by comparing its recoverable amount to its carrying
amount. Goodwill and indefinite life intangible assets are tested for impairment annually. The discount rates for each
Cash Generating Unit (CGU) are estimated using pre-tax rates based on an external assessment of the Group’s post-tax
weighted average cost of capital in conjunction with risk specific factors to the countries in which the CGUs operate.
The pre-tax discount rates applied in the discounted cash flow model range between 11% and 16%. Foreign currency
cash flows are discounted using the functional currency of the CGUs and then translated to Australian dollars using
the closing exchange rate.

6.4.8 Provisions
Table 8: Provisions

($m)

Pro forma
as at
31 March
2010

Current
Environmental (Padstow and Wyee)

4.0

Restructuring and rationalisation

1.7

Employee entitlements

10.5

Total current provisions

16.2

Non current
Contingent liabilities on acquisition of controlled entities

1.6

Employee entitlements (including superannuation liabilities)

18.8

Total non-current provisions

20.4

Total provisions

36.6

Refer to Section 5.14.12 for information regarding DuluxGroup environmental provisions.
DuluxGroup is establishing a superannuation fund and all eligible DuluxGroup employees will transfer to the new
DuluxGroup fund following the Demerger (refer to Section 5.13.3). As part of this process, assets of the current Orica
defined benefit fund will be transferred to DuluxGroup in line with vested benefits of the relevant members.
At 31 March 2010, the accrued deficit of the DuluxGroup employees included in the DuluxGroup pro forma balance sheet
was $5.9 million, comprising accrued benefit obligations of $123.9 million and fund assets of $118.0 million.

6.4.9 Accounting judgements and estimates
Orica has historically determined the development, selection and disclosure of the consolidated entity’s critical accounting
policies, estimates and accounting judgements and the application of these policies and estimates. Until the Demerger
occurs, management will make the necessary judgements and estimates that have a significant effect on the amounts
recognised in the financial statements. Estimates and judgements are continually evaluated and are based on historical
experience and other factors, including reasonable expectations of future events. Management considers that the
estimates used in preparing the historical financial information are reasonable and in accordance with accounting
standards. Changes in the assumptions underlying the estimates could result in a significant impact on the financial
statements. The most important of these assumptions and judgements are set out in the following subsections.
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6.4.9.1 Contingent liabilities
In the normal course of business, contingent liabilities may arise from product specific and general legal proceedings,
from guarantees or from environmental liabilities connected with current or former sites. Where Orica considers that
potential liabilities have a low probability of crystallising or it is not possible to quantify reliably, Orica discloses them
as contingent liabilities. These are not provided for in the financial statements but are disclosed in the notes to the
financial statements.
Certain sites within DuluxGroup have been identified as requiring environmental remediation or review. Appropriate
implementation of remediation actions to meet DuluxGroup’s obligations for these sites is continuing.
In accordance with Orica accounting policies, provisions have been created for all known environmental liabilities that
can be reliably estimated. For sites where the requirements have been assessed and are capable of reliable measurement,
estimated regulatory and remediation costs have been capitalised, expensed as incurred or provided for.
There can be no assurance that new information or regulatory requirements with respect to known sites or the
identification of new remedial obligations at other sites will not require additional future provisions for environmental
remediation and such provisions could be material.
6.4.9.2 Defined benefit superannuation fund obligations
The expected costs of providing post retirement benefits under defined benefit arrangements relating to employee
service during the period are charged to the income statement. Any actuarial gains and losses, which can arise from
differences between expected and actual outcomes or changes in actuarial assumptions, are recognised immediately in
the consolidated statement of recognised income and expense. In all cases, the post retirement benefit costs are assessed
in accordance with the advice of independent qualified actuaries but require the exercise of significant judgement
in relation to assumptions for future salary and pension increases, long-term price inflation and investment returns.
While Orica considers the assumptions used are appropriate, a change in the assumptions used would impact the
earnings of DuluxGroup.
6.4.9.3 Impairment of assets
Over time, Orica reviews the carrying amounts of its tangible and intangible assets to determine whether there is any
indication that those assets are impaired. In assessing impairment, assets that do not generate independent cash flows
are allocated to an appropriate CGU. The recoverable amount of those assets, or CGUs, is measured as the higher of their
fair value less costs to sell and value in use. Management will necessarily apply its judgement to allocate assets that do
not generate independent cash flows to appropriate CGUs. The determination of value in use requires the estimation and
discounting of cash flows. The estimation of the cash flows incorporates assessment of material variables. This includes,
among other things, expected revenue from sales of products, the return on assets, future costs and discount rates.
Subsequent changes to the CGU allocation or to the timing of cash flows could impact the carrying value of the
respective assets.
6.4.9.4 Current asset provisions
In the course of normal trading activities, management uses its judgement to establish the net realisable value of
various elements of working capital – principally inventory and accounts receivable. Provisions are established for obsolete
or slow moving inventories and bad or doubtful receivables. Actual expenses in future periods may be different from the
provisions established and any such differences would affect future earnings of DuluxGroup.
6.4.9.5 Tax-related assets and liabilities
Orica is subject to income taxes in Australia and jurisdictions where it has foreign operations. Significant judgement
is required to determine the total DuluxGroup provision for income taxes. There are a number of transactions and
calculations undertaken during the ordinary course of business for which the ultimate tax determination is uncertain.
DuluxGroup recognises liabilities for anticipated tax audit issues based on estimates of whether or not additional taxes
will be due. Where the final tax outcome of these matters is different from the amounts that were initially recorded,
such differences will impact the current and deferred tax provision in the period in which such determination is made.
In addition, deferred tax assets are recognised for deductible temporary differences and unused tax losses are recognised
only if it is probable that future taxable profits will be available to utilise those temporary differences and losses, and if
the tax losses continue to be available having regard to the nature and timing of their origination and compliance with
the relevant tax legislation associated with their recoupment.
Assumptions will also be made about the application of income tax legislation. These assumptions are subject to risk
and uncertainty and there is a possibility that changes in circumstances will alter expectations which may impact the
amount of deferred tax assets and deferred tax liabilities recorded on DuluxGroup’s balance sheet and the amount
of tax losses and timing differences not yet recognised. In these circumstances, the carrying amount of deferred tax
assets and liabilities may change, resulting in an impact on the earnings of DuluxGroup.
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At the time of the Demerger, DuluxGroup will form a new Australian consolidated tax group for the purposes of
separately paying tax. As a result of this tax consolidation, certain deferred tax balances may arise as a result of the
resetting of the tax bases of certain tangible and intangible assets. The extent to which deferred tax balances must be
recognised upon the tax consolidation of DuluxGroup will depend on a number of factors and assumptions, including
the actual market value of DuluxGroup at the date of the tax consolidation.
At the date of this Booklet, it is not possible to determine the market value of DuluxGroup at the date of the tax
consolidation. For the purpose of calculating deferred tax balances for the pro forma balance sheet as at 31 March 2010,
the market value for DuluxGroup has been assumed to be $1 billion resulting in a deferred tax liability of $4.2 million.
To the extent that the market value is $100 million higher or lower at the date of tax consolidation, than Orica’s current
estimate, the expected impact is an additional deferred tax liability of $3 million or additional tax asset of $3 million,
respectively. This would also have a corresponding impact on the current year earnings of DuluxGroup. The tax liability
will vary depending upon DuluxGroup’s VWAP over its first five days of trading.

6.5 Taxation
DuluxGroup businesses currently pay taxation as part of Orica’s group taxation arrangements. At the time of the
Demerger, DuluxGroup will exit Orica’s Australian tax consolidation group and re-consolidate in its own, new Australian
tax consolidation group. As a standalone entity, the effective tax rate of DuluxGroup may vary from what it would have
been if it remained part of Orica.
DuluxGroup businesses operate in a number of countries with differing tax rates. For the 12 months to 30 September 2009,
79% of the pro forma EBIT from continuing operations of DuluxGroup was derived from Australia (standard corporate tax
rate of 30%) and 12% from New Zealand (standard corporate tax rate of 30%). The remainder of DuluxGroup’s EBIT was
derived from other countries with various tax rates.

6.6 Dividend policy and franking credits
DuluxGroup’s dividend policy will be determined by the DuluxGroup Board at its discretion and may change over time.
The DuluxGroup Board intends to pay at least 70% of its net profit after tax (excluding individually material items and
subject to the availability of retained earnings) as dividends to DuluxGroup Shareholders commencing from the 2011
financial year.
At the time of the Demerger, DuluxGroup is expected to have minimal retained earnings and will have a zero franking
account balance. However, the DuluxGroup Board will consider declaring a dividend from earnings accrued after the
Demerger to the end of DuluxGroup’s 2010 financial year (being a period of approximately two and a half months) if the
DuluxGroup Board considers it to be financially prudent to do so. Under the New Facility, DuluxGroup’s dividend payout
ratio is limited to 90% under certain circumstances.
DuluxGroup intends to frank its dividends to the maximum extent practicable.

6.7 Material changes in DuluxGroup financial position since most recent balance date
The most recent published financial statements of Orica are the financial report for the half year ended 31 March 2010,
which was released to ASX on 3 May 2010. To the knowledge of the Orica Directors, there has not been any material
change in the financial position of DuluxGroup since 31 March 2010, except as disclosed in this Booklet or otherwise in
announcements to ASX.
Orica will provide, free of charge, a copy of this most recent financial report to any person who requests a copy before
the Scheme is approved by the Court.
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7.1 DuluxGroup specific risk factors

7.1.4 Competitive threats

Set out in this Section are some of the major risks
associated with an investment in DuluxGroup Shares which
may affect DuluxGroup’s earnings, dividend capacity,
franking credit capacity and/or share market value. Some
of these risks can be mitigated by appropriate controls and
systems but others are outside DuluxGroup’s control and
may not be able to be mitigated. This Section should be
read in conjunction with Sections 5 and 6, which include
additional details on DuluxGroup.

DuluxGroup operates in highly competitive sectors and
has a broad range of competitors, both in Australia and
internationally. Actions of existing market participants
(e.g. competitors adopting aggressive pricing strategies)
or the entry of new competitors into the Australian
decorative coatings market as a result of takeover or other
corporate activity (e.g. the recent entry of Nippon Paint
and PPG Industries, and the potential entry of Valspar)
may disadvantage DuluxGroup’s competitive position and
result in a loss of market share, price reductions and/or
under-utilisation of manufacturing capacity. Any of these
occurrences could reduce DuluxGroup’s operating margins
and adversely impact its financial performance.

7.1.1 Key customer relationships
DuluxGroup has strong relationships with customers for
the supply of products and services. These relationships
are fundamental to the success of DuluxGroup, particularly
given the competitive nature of DuluxGroup’s markets and
the supply choices available to customers. DuluxGroup
has some major customers that represent a significant
proportion of its revenue. There is a risk that some of
these major customers may decide to reduce their business
with DuluxGroup.
Any loss of or significant change to DuluxGroup’s key
customer relationships could have a material impact on
the operating and financial performance of DuluxGroup.

7.1.2 Manufacturing and distribution operations
There are hazards associated with DuluxGroup’s
manufacturing businesses and the related storage and
transportation of raw materials, products and wastes.
These hazards include:

Similarly, changes to customer distribution channels in
Australia, the most significant current change being the
entry and the expansion plans of Woolworths/Lowe’s
(refer to Section 5.4.3 for further information), may have
an adverse impact on DuluxGroup. DuluxGroup seeks to
maintain a regular dialogue with all its key customers and
potential customers and seeks to take appropriate action
to promptly respond to changes in market dynamics to
maintain market share and operating margins. However,
it may not always be possible to take action which will
maintain market share and/or operating margins.

–– explosions and fires;

There is a risk that DuluxGroup’s strategic responses
and decisions to changing distribution channels and
other changing market dynamics may not yield the
desired outcome and/or the strategic actions or responses
of competitors may lead to increases in their market
shares at the expense of DuluxGroup’s market share.

–– moving machinery and equipment;

7.1.5 Catastrophic events

–– mechanical failures; and

DuluxGroup’s operations could be impacted by accidents,
natural disasters or other catastrophic events which could
materially disrupt its operations. Such events could occur
through the impact of natural disasters or as a result of
human error or negligence. It cannot be certain that the
financial impact of any such event would be mitigated,
fully or partially, by insurance.

–– pipeline and storage tank leaks and ruptures;

–– chemical spills and other discharges or releases of
toxic or hazardous substances or gases.
These hazards may cause personal injury and/or loss
of life, damage to property and contamination of the
environment, which may result in 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. There is a risk that
DuluxGroup may not be fully insured against all potential
hazard incidents associated with its business.

7.1.3 Manufacturing concentration
DuluxGroup’s Rocklea facility site produces a large
proportion of its coatings volumes. An event that disrupts
the operation of the Rocklea facility could result in
significant reduction in coatings volumes produced and
therefore product available for sale. It cannot be certain
that the financial impact of any such event would be
mitigated, fully or partially, by insurance.

In 2007, four buildings relating to DuluxGroup’s
New Zealand operations were identified by local councils
as being potentially prone to earthquake damage. The
local councils require this situation to be remedied within
10 years. Three of these buildings are planned to be
removed by the end of 2012 as part of a current site
upgrade project. The fourth building will be rectified
with the preliminary estimate of costs for rectification
of this building not expected to exceed NZ$1 million.

7.1.6 Product liability and other litigation
While DuluxGroup is not aware of any material product
liability or other litigation issues, there remains a risk that
DuluxGroup may be exposed to litigation which could
have a material adverse effect on DuluxGroup in the
future. DuluxGroup maintains insurance cover in respect
of such events, but it is possible that an issue could arise
in the future and that such an issue may not be fully or
partially covered by insurance.
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7.1.7 Environmental issues and remediation costs

7.1.12 Growth strategy execution

National and local environmental laws and regulations may
alter or impose additional requirements on DuluxGroup
from time to time which may require individual significant
investment and/or increased operating costs to ensure the
its compliance with all applicable legislation. DuluxGroup
may be subject to financial or other penalties for the
violation of applicable legislation or may be required
to modify or close its operations, or to remediate or
rehabilitate current or former operating sites.

DuluxGroup may not be able to execute the strategies
for its business effectively. Business expansions could
expose DuluxGroup to additional and unforeseen risks
and costs, including regulatory and other costs associated
with operations in industries or countries in which it
previously has not operated, and may strain financial
and management resources. Failure to access emerging
foreign and niche markets may result in DuluxGroup
achieving lower growth in the long term. If DuluxGroup
undertakes acquisitions, it may fail to integrate those
acquisitions properly, the costs of integration may be
higher than expected or DuluxGroup may fail to realise
expected synergies.

DuluxGroup has established provisions for known material
environmental issues (refer to Section 5.14.12) but it is
possible that other issues will arise in the future and/or
the existing provisions will prove to be inadequate. It is
not possible to predict the exact nature of the ongoing
remediation or possible future need for remediation or the
time frame over which such remediation may be required
and therefore it is not possible to reliably estimate any
associated costs that may be incurred in the future.

7.1.8 Carbon trading
DuluxGroup’s manufacturing activities result in the
emission of greenhouse gases.
The Australian Federal Government had proposed
introducing a carbon pollution reduction scheme (CPRS)
in July 2011. The CPRS has now been delayed until at least
late 2012 and the relevant legislation has been removed
from parliament.
Until the legislation is passed and the terms of the Scheme
are finalised, the impact on DuluxGroup’s financial
performance and position remains unclear.

7.1.9 Employee retention
DuluxGroup’s continued success depends in part on the
ability of its executive officers, management, employees,
contractors and consultants to operate effectively, both
individually and as a group. Further, DuluxGroup’s success
also depends on its ability to attract and retain highly
skilled and qualified management and personnel. As
occurs with most businesses, DuluxGroup may find it
difficult to hire and retain key personnel at times and
key DuluxGroup personnel may be sought and hired by
DuluxGroup’s competitors.

7.1.10 Industrial action
Interruptions at DuluxGroup’s workplaces arising from
industrial disputes, work stoppages and accidents may
result in production losses and delays. Renegotiation
of collective agreements may increase DuluxGroup’s
operating costs and may involve disputes.

7.1.11 Regulatory obligations and changes
Legal and regulatory obligations, requirements and
restrictions may affect DuluxGroup’s operational and
financial performance, through penalties, liabilities,
restrictions on activities and compliance and other costs.

7.1.13 Exposure to industries serviced by
DuluxGroup
DuluxGroup’s financial performance is sensitive to
the level of activity within the general economy and
consumer products industry. The level of activity in
some of the sectors in which DuluxGroup operates is
cyclical and sensitive to a number of factors, including
the level of GDP in the countries in which it operates,
consumer confidence, commodity prices, foreign currency
movements, housing prices and turnover, and industry
specific factors (e.g. activity in the maintenance/renovation
and building/construction sectors). For example, as a
consequence of the global financial crisis, the New Zealand
market for decorative paints and the Australian and
New Zealand powder coatings market declined in volume
terms by between 15% and 20% over the two year
period to September 2009. Notwithstanding market
share gains and other initiatives including reductions and
operating costs, this volume decline adversely impacted
the performance of these two businesses, though both
remained profitable and DuluxGroup increased overall
profit in both 2008 and 2009. Any future market declines
in any of DuluxGroup’s markets may adversely impact
earnings for DuluxGroup. In addition, in China, DuluxGroup
may experience a decrease in sales revenue due to the
Shanghai Expo, an international fair that commenced on
1 May 2010 and will end on 31 October 2010. DuluxGroup
has plans in place to assist in mitigating the effects of the
Expo on its financial performance.
Following the Demerger, DuluxGroup’s business diversity
as a standalone entity relative to Orica‘s current business
diversity will be reduced, resulting in DuluxGroup being
less protected against specific industry or geographic
cyclicality or volatility than it would be if it remained
part of Orica.

7 Risk factors associated with an investment in DuluxGroup Shares

7.1.14 Supply contracts
DuluxGroup has contracts for the supply of products
and raw materials used in the conduct of its business.
While these contracts are with a range of suppliers,
and there may be alternate suppliers available in certain
circumstances, if DuluxGroup is not able to renew these
contracts or negotiate new contracts with alternate
suppliers on terms that are no less favourable than the
current contracts, this may have an adverse impact on
DuluxGroup’s earnings.

7.1.15 Increased input costs
DuluxGroup may be exposed to increased input costs
arising from changes in oil and other commodity prices,
foreign currency movements and industry specific factors.
To the extent that these costs cannot be passed through
to customers in a timely manner, DuluxGroup’s earnings
could be impacted adversely.

7.1.16 Commercialisation of research and
development initiatives
DuluxGroup invests annually in research and development
projects with a view to applying consequent technical
advances to new and existing products. Associated with
any investment in this area is the risk that funds invested
may not result in profit-making developments in the short
or long term.

7.1.17 Information technology system failure
DuluxGroup’s customer service relies on the company’s
ability to cope efficiently with high turnover volumes and
a large number of customers and suppliers. A failure of
DuluxGroup’s information technology systems to provide
the necessary support for DuluxGroup’s operations
may potentially have significant adverse effects on the
operations of the business and levels of customer service.
Such a failure may lead to a reduction in earnings if any
significant information technology issues cannot be
rectified promptly.

7.1.18 Impairments to goodwill
DuluxGroup’s accounts contain intangible assets
(e.g. goodwill) from a number of past acquisitions
(in particular, Yates, Cabot’s brands and Sopel). In the
event, in the cases of Yates and Cabot’s, that operating
performance declines significantly from the financial
year ended 30 September 2009 levels, and in the
case of Sopel that the business does not achieve the
required growth in earnings over the medium term,
there is a risk that goodwill will become impaired if
these DuluxGroup businesses are unable to generate
sufficient cash flow to retain the value of their intangible
assets. While no impairment to these intangible assets is
currently contemplated, a goodwill impairment charge
would be expected to reduce DuluxGroup’s earnings
and dividend capacity. Refer to Section 6.4.7.

7.1.19 Availability and servicing of debt finance
A summary of DuluxGroup’s banking and finance facilities
is set out in Sections 6.4.1 and 6.4.2.
From time to time, DuluxGroup will be required to
refinance its debt facilities. There is no certainty as to the
availability of debt facilities or the terms on which such
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facilities may be provided to DuluxGroup in the future.
DuluxGroup’s ability to refinance its debt on favourable
terms as it becomes due or to repay the debt, its ability to
raise further finance on favourable terms for its buinesses
and to pursue opportunities, and its borrowing costs
will depend on market conditions and DuluxGroup’s
future operating performance. In particular, DuluxGroup
may incur higher interest rates and/or additional fees
associated with future debt refinancing.
DuluxGroup’s ability to service its debt will depend on its
future financial performance and if it is unable to do so,
DuluxGroup’s lenders may act to enforce their security
(if any) against it, which may impact DuluxGroup’s
financial or operating performance and impair its
ability to pay dividends.

7.1.20 Dividend and capital management capacity
At the time of the Demerger, DuluxGroup is expected
to have minimal retained earnings and capital account
balances. Accordingly, DuluxGroup’s capacity to pay
dividends and undertake capital management activities
will be constrained by earnings generated and capital
raised after the Demerger. These constraints may
adversely impact DuluxGroup’s ability to distribute
cash to shareholders.

7.1.21 Franking capacity
At the time of the Demerger, DuluxGroup will form
a new Australian consolidated tax group, with a zero
franking account balance. Accordingly, DuluxGroup’s
capacity to frank dividends will depend on its payment
of Australian tax after the Demerger. There is no certainty
as to the timing or amount of such payments.

7.1.22 Acquisition and divestment activities
Following the Demerger, DuluxGroup may undertake
acquisitions, which may relate to DuluxGroup’s existing
business or to new areas of operation for DuluxGroup over
time. DuluxGroup may also pursue divestment strategies
from time to time. Acquisitions or divestments may lead
to a change in the source of DuluxGroup’s earnings,
resulting in variability in earnings over time and may give
rise to liabilities.
Integration of new businesses may be costly and may
occupy a large amount of DuluxGroup management’s
time. Should this occur, DuluxGroup’s financial
performance may be adversely affected.

7.1.23 Use of Dulux trade mark
DuluxGroup Limited is an Australian company which
owns the Dulux® trade mark in Australia, New Zealand,
Papua New Guinea, Samoa and Fiji. It manufactures
Dulux® products in Australia, New Zealand and
Papua New Guinea and licenses the trade mark and
technology to a third party in Fiji. DuluxGroup Limited is
not associated with, and has no connection to, the owners
of the Dulux® trade marks in any other countries, nor does
it sell Dulux® products in such countries. DuluxGroup has
been operating with its current corporate identity since
1 October 2009 and does not consider there to be any
material risk of confusion in other countries between itself
and the owner of the Dulux® trade mark in such countries
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where it neither owns the Dulux® trade mark nor trades
under the Dulux® name. However, should any owner of
such trade marks take a different view, it may take legal
action to assert its claim, which may result in DuluxGroup
incurring significant legal costs.

7.1.24 China site licence and relocation
DuluxGroup may be required to relocate its manufacturing
base in Shanghai, China, in the medium term due to
the rezoning of the land upon which the site is located.
While it is DuluxGroup’s preference to remain on the
current site for the foreseeable future, this is dependent
upon renewal of the required operating licences every two
years. If any of these licences are not formally renewed
by local authorities, then DuluxGroup may be required
to relocate within a short time frame which may result in
DuluxGroup incurring significant additional costs during
the relocation period.

7.2 Additional risks
The financial performance and share market value of
DuluxGroup may fluctuate as a result of various factors,
including economic conditions in Australia, New Zealand
and Asia, interest rates, inflation, commodity prices,
government regulations, investor perceptions and
recommendations by equity analysts. These factors may
cause DuluxGroup earnings to vary from historical levels
and/or DuluxGroup Shares to trade below their initial
listing price.

7.2.1 Global economic downturn
DuluxGroup’s operating and financial performance is
influenced by a variety of general economic and business
conditions, including the level of inflation and government
fiscal, monetary and regulatory policies, across the range
of countries in which DuluxGroup operates.
In recent times, the global economy has experienced
a range of adverse effects including capital and liquidity
issues, weak consumer confidence, slowing demand,
high material costs and a weak property market.
Future weakness in economic conditions is expected to
generally decrease demand for DuluxGroup’s products
and may result in an adverse impact on DuluxGroup’s
operating and financial performance. These effects
may occur over a short or long period.

7.2.2 Market risks
There are risks associated with any investment in
an ASX-listed company. The share prices for many
listed companies have, in recent times, been subject
to substantial fluctuations and may experience such
fluctuations in the future.
The price of DuluxGroup Shares may fluctuate depending
on the financial condition and operating performance of
DuluxGroup, as well as other external factors over which
DuluxGroup and DuluxGroup Directors have no control.
These external factors include:
–– economic conditions in Australia and overseas;
–– investor sentiment in the local and international
stock markets;
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–– changes in fiscal, monetary, regulatory, taxation and
other government policies; and
–– other factors such as international hostilities and acts
of terrorism.
No assurance can be given that DuluxGroup’s share
price will not be adversely affected by any such market
fluctuations or factors.
There may be relatively few, or many, potential buyers
or sellers of DuluxGroup Shares on ASX at any time. In
particular, there is no public market for DuluxGroup Shares
prior to the Demerger and an active public market might
not develop or be sustained after the Demerger. Any failure
to develop an active public market for DuluxGroup Shares
following the Demerger could adversely affect DuluxGroup
Shareholders’ ability to sell DuluxGroup Shares and may
reduce the market price of DuluxGroup Shares. Further,
sales of substantial numbers of DuluxGroup Shares, or the
perception that such sales may occur, may adversely affect
prevailing market prices for DuluxGroup Shares.

7.2.3 Consumer sentiment
DuluxGroup’s financial and operating performance may
be impacted adversely by negative consumer sentiment,
which may reduce demand for DuluxGroup’s products.

7.2.4 Political climate and country-specific
conditions
DuluxGroup operates in Australia, New Zealand,
Papua New Guinea and parts of Asia, including some
countries with developing legal, regulatory and political
systems, which may be subject to rapid and substantial
change. The profitability of each of DuluxGroup’s foreign
operations, and its ability to maintain and repatriate funds
from those operations, may be impacted adversely by:
–– changes in the fiscal or regulatory regimes applying in
the relevant jurisdictions (some of which may involve
a greater degree of administrative discretion than
Australia);
–– changes in, or difficulties in interpreting and
complying with, the local laws and regulations of
different countries, including tax, labour and foreign
investment laws;
–– nullification, modification or renegotiation of, or
difficulties or delays in enforcing, contracts with clients
or joint venture partners which are subject to local law;
–– possible expropriation of DuluxGroup’s assets by
foreign governments;
–– appropriately resourcing and managing subsidiary
companies in developing countries; and
–– reversal of current political, judicial or administrative
policies encouraging foreign investment or foreign
trade, or relating to the use of local agents,
representatives or partners in the relevant jurisdictions.
In addition, some countries are susceptible to greater
political, social or economic instability than Australia.
Sustained periods of instability in a particular country
in which DuluxGroup operates may affect DuluxGroup’s
operating and financial performance.

7 Risk factors associated with an investment in DuluxGroup Shares

7.2.5 Terrorism

7.2.10 Accounting

DuluxGroup’s operations and earnings may be affected by
acts of terrorism, either directly through business disruption
or indirectly through the impact on business conditions in
any of the countries in which DuluxGroup operates.

Changes in accounting or financial reporting standards
may impact the financial performance of DuluxGroup
adversely. In addition, DuluxGroup may be impacted
by accounting policies adopted after the Demerger and
differences in interpretations of accounting standards.

7.2.6 Credit market conditions and repayment/
refinancing obligations
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7.2.11 Weather conditions and natural disasters

DuluxGroup will have debt on its balance sheet and its
ability to refinance that debt on favourable terms as it
becomes due or to repay the debt, its ability to raise
further finance on favourable terms for its business
and to pursue opportunities, and its borrowing costs,
will depend upon market conditions and DuluxGroup’s
operating performance.

DuluxGroup operates in industries whose performance
may be affected materially by weather conditions or
natural disasters. The performance of DuluxGroup’s Yates
business in particular, and, to a lesser extent, Selleys and
Coatings, is affected by climatic conditions and if drought
conditions persist or appear in Australia or New Zealand,
in the future this may adversely impact future earnings.

7.2.7 Interest rates

7.2.12 Other risks

DuluxGroup will have external interest bearing liabilities
after the Demerger and, accordingly, will be exposed to
adverse movements in interest rates.

The risks outlined in this Section are not an exhaustive
list of the risks faced by DuluxGroup Shareholders.
The risks outlined in this Section and other risks may
affect the future performance of DuluxGroup materially.
Accordingly, no assurances or guarantees of future
performance, profitability, distributions, return of capital
or market price are given by Orica or DuluxGroup in
respect of DuluxGroup.

7.2.8 Foreign exchange rates
DuluxGroup conducts a portion of its business
in New Zealand, Papua New Guinea and various
Asian countries. Any movement in exchange rates
between the Australian dollar, New Zealand dollar,
Papua New Guinea kina, Singaporean dollar,
Hong Kong dollar, Malaysian ringgit and Chinese yuan
may adversely impact DuluxGroup’s financial performance,
on either a translation basis or a cash basis, if cash is
transferred between countries.
In addition, approximately 20% to 30% of DuluxGroup’s
material purchases are denominated in US dollars, or
indirectly linked to the US dollar.
Any movement in exchange rates between DuluxGroup’s
major operating currencies (the Australian dollar,
New Zealand dollar, Papua New Guinea kina and
Chinese yuan) and the US dollar may adversely
affect DuluxGroup’s financial performance.
For example, if the US dollar was to appreciate against
the Australian dollar, DuluxGroup’s US dollar linked
costs would increase and their financial performance
would be adversely affected if the higher costs were
not able to be offset through other raw material savings,
pricing initiatives or other initiatives (e.g. hedging).

7.2.9 Taxation
Variations in the taxation laws of Australia and the
other countries in which DuluxGroup operates could
affect DuluxGroup’s financial performance materially.
The interpretation of taxation law could also change,
leading to a change in taxation treatment of investments
or activities. Consistent with other companies of the size
and diversity of DuluxGroup, DuluxGroup could be the
subject of periodic information requests, investigations
and audit activities by the ATO and tax authorities in
other jurisdictions in which DuluxGroup operates.
At the time of the Demerger, DuluxGroup will form a
new Australian consolidated tax group for the purposes
of separately paying tax. Accordingly, it will have separate
tax risks from those of Orica, including those associated
with forming this new Australian consolidated tax group.
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8.1 Overview of Orica
Orica is one of the largest and most successful global, Australian-based public companies. It has operations in over
50 countries and customers in over 100 countries. After the Demerger, Orica will employ more than 13,000 people
worldwide and will operate through three market leading platforms:

– Explosives
– Initiating systems
– Blasting technology
systems

– Strata control products
for underground
mining and tunnelling
– Geotechnical solutions

– Mining chemicals
– Water treatment
chemicals and services
– Chemical distribution

Orica Mining Services has a market leading position in commercial explosives and blasting services. Minova is a leader
in strata support systems, ventilation, water control, mining and tunnelling, and geotechnical solutions for underground
mining. Orica Chemicals is Australia and New Zealand’s largest supplier of chemical products to a broad range of industry
sectors and is a global leader in the supply of cyanide for use in gold extraction.
Following a number of mining-related acquisitions (including various Dyno Nobel assets, Minova and Excel Mining),
approximately 88% of Orica’s 2009 EBIT was derived from the mining services sector.
Orica’s core strategy is to be the global leader in the provision of high service, critical consumables to the mining and
infrastructure markets, leveraged to long-term increases in production and development volumes. Orica intends to
maintain and enhance its position by continuing to build Orica’s Mining Businesses and by increasing its exposure
to the industry dynamics and global expansion opportunities available within the mining services sector.

8.2 Pro forma historical business and geographical results
The summary business and geographical results for Orica excluding DuluxGroup for the financial year ended
30 September 2009 are as follows.
Businesses (2009)
Revenue

EBIT (excluding individually material items)

Minova
14%

Minova
14%

Chemicals
24%

Chemicals
16%
Mining Services
62%

Mining Services
70%
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Geographies (2009)
Revenue

EBIT (excluding individually material items)

Other 1%

Other 1%

New Zealand 4%

New Zealand 3%

Asia 10%

Asia 10%

Europe 13%

Latin America 13%
Australia 35%

Latin America 16%

Australia 38%
Europe 16%

North America 21%

North America 19%

8.3 Orica’s business approach
Orica undertakes active portfolio management and reviews its business regularly to determine whether or not any
changes (either operational or strategic) may enhance Orica Shareholder value in the long term. Portfolio management
changes regularly considered include acquisition, divestment and joint venture opportunities. Orica has joint venture
interests in a number of markets, including in Latin America, North America, Europe, Asia and Australasia. From time to
time, opportunities may arise for Orica to buy out joint venture partners or to exit joint ventures and pursue other options
to service markets in which they operate.
Orica views its stakeholders – including Orica Shareholders, community, customers and employees – as core to its current
and future success and maintaining positive relationships with each of these groups is essential.
Orica’s business activities are structured around what the company regards as its enablers to success – Growth,
Productivity and Culture.

Growth – Orica’s growth strategy is guided by three criteria:
1. Market leadership – Orica’s aim is to be the market leader in each of its chosen global or regional businesses.
2. G
 row ‘close to the core’– Orica pursues opportunities in related businesses where it can leverage its expertise
and achieve synergies.
3.	Invest in the ‘winners’ – Orica only grows its best-performing businesses, being those which meet financial
performance targets and have earned the right to grow.
Orica grows through both organic means and acquisitions, which involves expanding within existing markets,
expanding into new product categories and improving continually its ability to meet customer needs. In the ordinary
course of business, Orica continuously reviews potential acquisition opportunities and may pursue such opportunities
as they arise.
Orica also recognises the importance in investing in innovation to support growth activities. In October 2009, Orica
signed a landmark strategic alliance with Australia’s premier scientific research organisation, the Commonwealth
Scientific and Industrial Research Organisation (CSIRO). The five-year, $25 million alliance agreement allows Orica
to access world-class expertise and work collaboratively with CSIRO on research and development projects to exploit
new opportunities in adjacent or emerging markets.
Productivity – Improving productivity, which Orica measures as the ratio of total fixed costs to gross margin, is a
key element of how Orica operates. Orica’s aim is to improve productivity year-on-year by way of improved efficiency,
effectiveness or leveraging its fixed cost base. All of Orica’s businesses are focused on improving productivity,
particularly in relation to manufacturing and supply chain processes. From 2002 to 2009, Orica’s productivity,
based on this measurement, improved at a CAGR of approximately 10%.
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Culture – Much of Orica’s growth has come from geographic expansion spanning diverse cultures, languages and
workplace relations practices. Having a strong culture within the organisation is critical to ensuring that all employees are
committed to a common approach to the way Orica does business. Part of that commitment is an understanding that
Orica’s operational presence carries a responsibility to take care of the environments in which it operates. Orica aspires
to be a business that does no harm to people and the environment, including a goal of “no injuries to anyone ever”.

8.4 Business overview
8.4.1 Orica Mining Services
Orica Mining Services is the world’s largest supplier of commercial explosives, initiating systems and blast-based services
to the mining, quarrying and construction industries. The business has global reach, with operations in 50 countries and
a sales presence in more than 100.
The business operates three of the world’s largest explosive grade ammonium nitrate plants, and is constructing a further
world-scale plant at Bontang, Indonesia. Orica Mining Services also provides commercial blasting solutions that are
safety-focused, cost-effective, accurate and flexible, including exclusive electronic blasting systems technology and blast
modelling systems. Orica Mining Services is widely recognised for its development and application of safety systems.
EBIT and EBIT margin excluding individual material items
14.9%

17.1%

15.6%

18.5%

2002

$575.1m

$247.4m

2003

$270.1m

$340.0m

2004

EBIT excluding individually material items

18.2%
$736.5m

11.1%

$205.8m

17.9%

15.7%

2005

$635.6m

$412.0m

2006

2007

2008

2009

EBIT margin

Note: Financial data prior to 2005 is stated under accounting standards used prior to the adoption of International Financial Reporting Standards.

8.4.1.1 Recent highlights
Orica Mining Services has enjoyed a sustained period of strong financial and operating performance. In 2009 the business
achieved a record EBIT result (excluding individually material items) of $736 million. Earnings growth was delivered
despite a slowdown in mining activity globally, due to a sustained focus on business fundamentals and delivery of
cost productivity and manufacturing efficiencies. Recent highlights include:
–– a number of major contracts secured, including Orica Mining Services’ first truly global account, supported by its
innovative technology;
–– the launch of Orica’s latest innovation in electronics – eDevTM, a new Electronic Blasting Systems product range
designed for use in underground mining and tunnelling markets;
–– commencement of construction of a new ammonium nitrate plant in Bontang, Indonesia with expected production
capacity of 300,000 tpa. Commissioning is planned for 2011;
–– commencement of feasibility work on the expansion of the Kooragang Island ammonia plant to increase capacity by
65,000 tpa with a target completion date of 2011;
–– construction of the Nanling initiating systems facility in Hunan Province, China is progressing, with commissioning
planned for 2011; and
–– acquisition of Orica’s joint venture partner’s 48.6% interest in the Samex distribution business in Peru was completed
in October 2008.
8.4.1.2 Strategy and future direction
Orica Mining Services is focused on increasing its mining services offering by enhancing the blasting performance of its
products and their productivity in customers’ operations.
There are opportunities for Orica Mining Services to continue to expand within existing geographical markets, particularly
China, Russia and Africa, and into new markets, to provide a complete blasting solution for global clients requiring
geographical coverage from a single service provider. Feasibility work continues on ammonium nitrate expansion
opportunities in Australia and Latin America.
As the leading global provider of commercial explosives, Orica Mining Services invests more than $30 million per
year on the development and commercialisation of innovation, research and technologies in the mining services sector.
This demonstrates a commitment to ongoing product innovation and underpins continued market leadership, and will
enable the continued development and growth particularly in Electronic Blasting Systems and Blast Based Services.
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As mine, rail and port infrastructure is expanded in certain locations to remove existing bottlenecks, additional volumes
are able to be mined from existing mine sites. This provides Orica Mining Services with the opportunity to grow its
product volumes to existing mine customers.

8.4.2 Minova
Minova is a leading manufacturer and supplier of chemical-based consumables, associated bolts, equipment, accessories
and services for ground consolidation, ventilation and water control to the underground mining, tunnelling and civil
construction markets. The business provides both proprietary and custom-engineered solutions to niche market sectors
with excellent potential for growth.
Minova’s product and service offering is complementary to Orica’s Mining Services business. It has a global distribution
reach, supported by 26 manufacturing facilities in 11 countries. The business has established a strong foundation and is
well positioned to expand into new geographies and continue development of innovative solutions for customers.
A summary of Minova’s financial performance for the financial year ended 30 September 2009 is set out below.
EBIT and EBIT margin excluding individually material items1, 2
18.9%

18.5%

15.4%

$150.1m

$145.1m

20082

2009

$61.6m
20071
EBIT excluding individual material items

EBIT margin

8.4.2.1 Recent highlights
Minova was acquired by Orica in 2007 and has since experienced softer volumes resulting from difficult trading conditions
in the US and Eastern Europe. Recent highlights include:
–– continuation of planned integration activities delivering $26 million EBIT synergies to September 2009 resulting from
the acquisitions of Excel Mining Systems (US), Strata Control Systems (Australia), Arnall (Poland) and BWZ (Germany).
The business remains committed to achieving $45 million of EBIT synergies by 2011 and $35 million of financial
synergies from these acquisitions;
–– acquisition of 25% of FiReP Holding AG (FiReP) in October 2009. FiReP is one of the world’s leading manufacturers of
fibre reinforced polymer products for mining, tunnelling and civil engineering with offices in Switzerland, Germany,
China and Canada, as well as manufacturing facilities in Slovenia and China;
–– acquisition of the Weldgrip Geotechnical business (Weldgrip) in November 2009. The acquisition of Weldgrip brings
new products and technical expertise to the Minova worldwide portfolio. The Minova UK business and Weldgrip have
been merged into a renamed company called Minova Weldgrip Limited;
–– Minova continues to work closely with Orica Mining Services to pursue global roll-out opportunities leveraging Orica
Mining Service’s existing operations and customer base;
–– a new state-of-the-art fully automated manufacturing facility was opened at Arndell Park, New South Wales,
in October 2009. A broad range of rockbolts and plates for the coal mining industry are being manufactured at
this facility;
–– continued penetration of the Chinese market with strong volume and sales growth in firm market conditions due
to a new drive for safety and an increased focus on productivity led by the Chinese Government;
–– new sales and distribution offices were opened in Austria, Romania and Taiwan. Facilities in the United Kingdom
and the US have been consolidated;
–– establishment of global research and development centres of excellence specialising in bolting technology (US),
chemicals and resins (Germany) and cement powders (Poland); and
–– Orica has acquired the remaining 45% of its joint venture company in China, Ruichy Minova.
8.4.2.2 Strategy and future direction
Minova is well positioned to benefit from a long-term gradual global shift towards underground mining. The business
is also expected to benefit from more rigorous safety regulation of underground mines.
1
2

Nine months of earnings post acquisition.
Excel Mining Systems acquisition in October 2007.
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The technology and expertise gained from recent acquisitions will be used to expand Minova’s products and services
offering to customers globally. In addition, the business will continue to invest in research and development to provide
innovative, practical and safe solutions for customers.
Management anticipates that developing regions will increasingly adopt modern mining methods, including the use of
resin-grouted bolts. China, India and Russia are key developing markets and Minova, with its expanded customer offering
and presence in these countries, is well positioned to capitalise on these opportunities. An upgrade to Minova’s injection
chemicals plant in Beijing, China is underway. A new powders plant in the Ukraine is scheduled for commissioning in
2010, a new roof bolting plant in Taiwan, China has recently been commissioned, and the business intends to establish
a new injection and cement facility in China to meet market demands.
Minova intends to pursue a global bolts and resins expansion strategy to offer a truly global footprint to the world’s
largest mining, construction and civil engineering companies. This strategy will enhance Minova’s competitive position
relative to other participants in the sector. Minova will also continue to explore lateral expansion opportunities and
increase its product and services offering.
Minova’s expanded offering has reinforced Orica’s position as a solution provider to mining and tunnelling customers.

8.4.3 Orica Chemicals
Orica Chemicals is Australia and New Zealand’s largest supplier of chemical products to a broad range of industry sectors
including water, mining, food, beverage, dairy, pharmaceuticals, personal care, industrial agriculture, pulp and paper,
printing, plastics, refrigeration, metals, engineering, paints, building and construction, automotive, footwear, appliance
and packaging. Chemicals manufactured include chlorine, caustic soda, aluminium sulphate, sodium hypochlorite,
hydrochloric acid, ferric chloride and sodium cyanide.
Orica Mining Chemicals (a division of Orica Chemicals) is a world-leading producer of sodium cyanide for use in
gold extraction.
Orica Chemicals also operates extensive distribution and trading activities and provides related value-added services to
customers and trading partners. The business has operations in Australia, New Zealand, Asia, Africa and South America.
EBIT and EBIT margin excluding individually material items
11.2%

11.5%

10.6%

9.7%
8.5%

9.4%

10.4%

11.0%

$170.4m
$139.3m
$87.5m

2002

$106.6m

$113.5m

2003

2004

EBIT excluding individual material items

2005

$124.8m

$127.4m

2006

2007

$146.1m

2008

2009

EBIT margin

Note: Financial data prior to 2005 is stated under accounting standards used prior to the adoption of Australian Equivalents to International Financial
Reporting Standards.

8.4.3.1 Recent highlights
Orica Chemicals’ underlying EBIT in 2009 was 16.6% higher than in 2008, reflecting strong growth in earnings despite
difficult trading conditions. Recent highlights include:
–– completion of the merger of Chemnet and Orica Chemical Services in 2008 to create Orica Chemicals;
–– strong demand for sodium cyanide from global gold markets, higher average caustic soda prices, and growth in the
dairy, food and beverage sectors during 2009;
–– establishment of the Shell lubricants distribution business in New Zealand;
–– commissioning of a large-scale bulk caustic soda import terminal in Gladstone, Queensland to improve the productivity
of the Yarwun sodium cyanide plant;
–– expansion of export sales by Orica Mining Chemicals with new agreements signed in Latin America and Africa; and
–– Orica Chemicals in Latin America received the Responsible Care Award in Chile, in recognition of its dedication to
safety, health and environment.
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8.4.3.2 Strategy and future direction
Formed by the merger of Chemnet and Orica Chemical Services, Orica Chemicals has been focused on the integration
of its businesses and the associated realisation of cost savings. Leveraging its new operating structure and underpinned
by a focus on becoming a more integrated customer-focused business, Orica Chemicals has identified a number of
growth opportunities.
In order to satisfy growth in the mining sector, Orica Chemicals is well positioned to expand both organically and
geographically, including the brownfield expansion of its sodium cyanide production capacity at Yarwun, expanding
its bulk storage facilities for sulphuric and hydrochloric acid production, and expanding existing operations in Asia and
South America.
Orica Chemicals has identified further growth opportunities through a range of investment initiatives, which include
extending existing water treatment activities and applications into a wider range of industrial and municipal projects,
such as the global roll-out of Miex®, investing in new plants and infrastructure to support customers’ expansion plans,
and investment in chloralkali facilities across Australia.
Orica Chemicals is committed to enhancing productivity through improvements to existing processes, both internally
and for its customers and trading partners. This commitment will facilitate the development of long-term partnerships
and strong working relationships and will enable the business to take advantage of growth opportunities as they arise.

8.5 Environmental transformation and remediation projects
8.5.1 Botany transformation projects
8.5.1.1 Overview
Former operations at various Orica sites, including the Botany Industrial Park at Botany, New South Wales, have
contaminated soil and groundwater as a result of manufacturing activities when environmental standards, regulations,
practices and understanding were not of today’s standards. Orica regrets the contamination that has occurred and is
committed to implementing a range of remediation projects that address the land, groundwater contamination and toxic
waste stockpiles.
Former operations at the Botany site by Orica’s predecessor companies have led to some contamination of soil and
groundwater and created a stockpile of hexachlorobenzene (HCB) waste at the site. Orica has clean up programs in
place which aim:
–– to resolve the HCB waste, car park waste encapsulation and mercury remediation matters over the next 1-5 years;
–– to continue to monitor, contain and treat chlorinated hydrocarbons contaminated groundwater at Botany; and
–– continue to monitor and contain dense non-aqueous phase liquid contamination in the groundwater until an
appropriate and practical technology emerges to remove or treat it.
Some further information on these key matters is set out below. More information is available at Orica’s website and in its
annual accounts.
As at 31 March 2010, environmental provisions in Orica’s accounts relating to the transformation and clean up projects
at Botany totalled $208 million and represented approximately 70% of Orica’s total environmental provisions.
Having regard to:
–– Orica’s knowledge of the environmental issues at Botany and its experience on site and taking into account expenses
incurred to date;
–– Orica’s current Botany transformation, and other environmental programs, which have project plans in place designed
to resolve the HCB waste, car park waste encapsulation and mercury remediation matters over the next 1–5 years
subject to regulatory approvals and no unforeseen circumstances arising, and to continue the containment and/or
treatment of the contaminated groundwater at Botany;
–– the current level of Orica’s earnings; and
–– the relative size of DuluxGroup and its contribution to the cash flows and revenues of Orica in recent years;
the Orica Directors are of the view that Orica’s ability to address these environmental legacy issues at Botany will not be
materially adversely affected by the Demerger.
8.5.1.2 Botany Groundwater Treatment Plant
Groundwater at Botany and nearby areas has been contaminated by various chemicals. Orica’s predecessor, ICI Australia,
and other industrial companies conducted operations associated with chemical compounds commonly known as
chlorinated hydrocarbons (CHCs) that have leaked into the ground and have slowly seeped through the soil and dissolved
into the groundwater, creating plumes of contaminated groundwater. Orica no longer conducts operations using CHCs
at any of its sites.
The groundwater contamination at Botany covers an area of approximately four square kilometres. The contaminated
groundwater has been hydraulically contained by the operation of the Botany Groundwater Treatment Plant.
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Groundwater plumes of different contaminants that vary in concentrations and depths are present in the area between
the Botany Industrial Park and Botany Bay. The hydraulic containment lines are designed to prevent the flow and
spreading of the contaminated groundwater into Botany Bay.
In September 2003, the New South Wales DECCW issued Orica with a Notice of Clean Up Action (NCUA). The NCUA
states how and when Orica must clean up the contaminated groundwater. Orica must meet the requirements of
the NCUA in accordance with environmental legislation. Orica has either completed, or has ongoing compliance
with, all NCUA requirements including its operating licence for the Groundwater Treatment Plant (discussed below).
The New South Wales DECCW has recently decided to move regulation of the Groundwater Treatment Plant from
the NCUA to a five year voluntary management proposal, the details of which are currently being finalised.
The Consolidated Human Health Risk Assessment (CHHRA) conducted by a leading independent environmental
consultancy in 2005 indicated that the contamination does not represent any unacceptable risk to surrounding residents
or recreational users of the land assuming that regulatory restrictions preventing the use of groundwater are followed.
Groundwater Treatment Plant operation
The Groundwater Treatment Plant began operating in 2006. It extracts groundwater from three hydraulic containment
lines located at the Botany Industrial Park boundary, mid-way to Botany Bay and proximate to Botany Bay.
The Groundwater Treatment Plant has the effect of hydraulically containing the contamination and also extracts the
groundwater for treatment and destruction of contaminants at the Groundwater Treatment Plant. Approximately
70% of the treated water is reused by industrial consumers on and near the Botany Industrial Park. This system contains
and treats the chlorinated hydrocarbon plumes so as to prevent contaminated groundwater reaching Botany Bay.
Containment performance is closely tracked by regular monitoring.
Orica has also developed and successfully trialled a Groundwater Injection and Recovery system to provide temporary
storage and containment should the Groundwater Treatment Plant be unserviceable for an extended period.
Dense Non-Aqueous Phase Liquid (DNAPL)
Orica has also been investigating suitable remediation options for DNAPL at source areas on the Botany Industrial Park.
These are locations where CHCs have entered the aquifer and, as they slowly dissolve, act as a source of contamination
in the groundwater. These substances are often referred to as DNAPL because they usually enter the aquifer as a
separate-phase organic liquid that is heavier than the groundwater.
The NCUA requires Orica to identify DNAPL source areas to the maximum extent practicable. It is very difficult to
accurately delineate and characterise these source areas. Some have only been inferred from downgradient groundwater
concentrations/groundwater plumes even though extensive investigations in the inferred source area have failed to reveal
any traces of DNAPL. There have only been two or three locations where free-phase DNAPL has actually been found.
These have been contained. Further investigations are to be undertaken as required to support the implementation of
source area remediation and removal if practicable.
As discussed above, groundwater contaminated through DNAPL is hydraulically contained and treated by the Groundwater
Treatment Plant. Orica proposes to operate the Groundwater Treatment Plant to maintain containment of the DNAPL until
an appropriate and practicable technology emerges to remove or treat contaminants in source areas in Botany.
Groundwater Remediation provision in Orica’s financial statements
As at 31 March 2010, the provision for estimated costs associated with remediation of the Botany groundwater
contamination until 2015 was $45 million. The provision is continually monitored. Costs are expected to be incurred
after 2015, but it is not possible to predict the aggregate time frame over which remediation will be required or the
form the remediation will take and therefore it is not possible to reliably estimate the associated costs. In light of
ongoing discussions with regulatory authorities and following an assessment of currently available technologies to treat
the contamination, Orica intends to maintain a provision at current levels that takes into account the estimated costs
associated with remediation commitments over this period. The provision will continue to be re-evaluated based on
future regulatory assessments and advancements in appropriate technologies.
No separate provision has been established in Orica’s accounts for remediation activities in respect of DNAPL, as a reliable
estimate of costs is not possible at this stage.
8.5.1.3 HCB storage and proposed destruction
HCB is a white crystalline solid waste by-product that is practically insoluble in water. It is very resistant to degradation
in the environment. Internationally, it is known and classified as a priority Persistent Organic Pollutant (POP) under the
Stockholm Convention on Persistent Organic Pollutants.
HCB was produced as a waste by-product in the former solvent and plastic manufacturing plants at the Botany Industrial
Park between 1963 and 1991. Orica did not conduct these activities at any of its other sites and Orica has no other
stockpiles of HCB waste.
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Approximately 16,700 tonnes of HCB waste is stored at the Botany Industrial Park in purpose built, licensed secure
storage facilities and managed in accordance with the government endorsed Australian and New Zealand Environment
and Conservation Council’s National HCB Waste Management Plan. The storage of HCB is licensed under Orica’s
Environmentally Hazardous Chemicals Act Licence No. 26. Orica’s HCB stockpile includes both high concentration and
low concentration waste, with the latter being contaminated containers, pallets and protective clothing.
The management plan for this waste requires it to be regularly repackaged while it continues to be stored at the Botany
Industrial Park. The drums containing the waste deteriorate after about 20 years, but if they need to be moved for any
reason the drums may require repackaging. When repackaged, an additional 10% of waste is produced in the form of
used personal protective equipment, crushed drums and pallets. The waste is repackaged into United Nations approved
transport containers in order for the waste to be moved offsite for final destruction.
Orica is committed to finding a solution for destruction of the HCB waste. There are no facilities to treat the HCB waste
locally in Australia. Orica plans to export the repackaged waste for destruction in high temperature incinerators overseas.
High temperature incineration of hazardous waste is used extensively overseas and there are in excess of 200 commercial
units in Europe and North Africa.
In 2006 and 2007, Orica endeavoured to export the HCB waste to Germany. Unfortunately, in June 2007, German
authorities rejected Orica’s application to import the HCB waste into Germany. Rather than pursue the objection process,
Orica has sought other alternatives for destruction of the waste. In November 2008, Orica submitted an application to
the Federal Government for approval to export HCB waste to Denmark. A decision on the application is pending. In the
event that Orica does not obtain the necessary regulatory approvals to export the waste overseas for destruction, it will
continue to ensure the safe storage of the HCB waste at the Botany Industrial Park.
Orica has provided $49 million for the estimated costs associated with export and treatment of the waste in its accounts
based on its export overseas for destruction. The provision is continually monitored and assumes that an export licence
will be granted and, therefore, that all HCB waste will be destroyed by the end of 2014.
8.5.1.4 Botany Car Park Waste Encapsulation (CPWE) and proposed treatment
The CPWE refers to approximately 45,000 cubic metres of contaminated sand and coal ash stored in an approved and
licensed site under a car park at Botany Industrial Park. The contaminated sand and coal ash was encapsulated in a
Hypalon® synthetic liner in 1980 and the encapsulation was subsequently covered (on its top surface and sloped sides)
with soil before its top surface and parts of its sloped surface were finished as an asphalt paved roadway and car park.
The CPWE is contaminated with hexachlorobutadiene (HCBD) and other contaminants. These chemicals were produced
at the Botany Industrial Park but are no longer manufactured there or at any other Orica site.
Although HCBD is an HCB-related waste, it is not as toxic as HCB and is not classified as a carcinogen. The CPWE contains
much lower concentrations of contaminants than the stored HCB waste. Therefore a different treatment method is
proposed for CPWE waste.
The risk to the public of this contamination is negligible, based on a Human Health Risk Assessment Report prepared
by a leading, independent firm of environmental consultants in 2005. Groundwater and atmospheric monitoring are
conducted regularly and the information reported to the New South Wales DECCW and the local community.
Orica has obtained planning approval for the proposed remediation of the site by direct thermal treatment of this waste.
A direct thermal destruction plant, which is in current use in a similar soil remediation project at the Lednez site at
Rhodes, New South Wales, is planned to be relocated for use at Botany Industrial Park. A contract has been entered into
with Thiess Services to carry out the remediation works. Mobilisation of the plant at Botany and commencement of the
soil remediation works is scheduled to commence in the 2010 calendar year. Remediation is expected to be completed
by the end of 2011.
Orica has provided for the estimated costs associated with the treatment of the CPWE in its accounts. The amount
of the provision as at 31 March 2010 is $47 million. The majority of the provision amount is based on a cost estimate
by Thiess Services who uses the technology at other sites in Australia. This provision is continually monitored.
Should remediation be complete by the end of 2011, it is expected that there will be no further expenses on
CPWE after that time except for some ongoing monitoring costs.
8.5.1.5 Former chloralkali plant mercury remediation
The ICI chloralkali plant at Botany used mercury cell technology to manufacture chlorine, caustic soda and other products
from 1945 until 2002. In 2002, Orica constructed a new chloralkali plant and the former chloralkali plant was demolished
between 2004 and 2007.
Since 2006, Orica has been investigating soil and groundwater in the vicinity for potential mercury contamination.
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Mercury has been detected in subsurface soil at the former chloralkali plant area, and in groundwater from monitoring
wells on and off-site. No dissolved mercury was detected in surface water at nearby storm drains (Springvale and
Floodvale Drains) or at Penrhyn Estuary. Orica has also confirmed with the industrial/commercial property occupiers
that groundwater is not used at any of the off-site investigation areas.
Residential areas are not affected. A Human Health and Environment Risk Assessment prepared by a leading,
independent firm of environmental consultants in 2008 concluded that the existing off-site groundwater does not pose a
risk to human health or the environment. The new chloralkali plant at Botany does not use mercury in its operations.
Following successful soil washing trials in August 2008, Orica plans (subject to New South Wales DECCW approval) to use
this technology to remediate the mercury-contaminated soil at the Botany Industrial Park over the next two years. The soil
remediation approach is to remove the contaminated soil and concrete from the former chloralkali plant area and monitor
the groundwater after the removal of these sources of contamination.
The extent of the proposed remediation will be determined by the Human Health and Environmental Risk Assessment
(HHERA) and specified within a Remediation Action Plan. Orica is also preparing a voluntary management plan proposal,
which will provide the foundation for the on-going management of the site, including establishment of a groundwater
monitoring program on and off-site.
Orica recently recognised a provision of $45 million for remediation activities in respect of this mercury contamination.
The remediation activity is expected to be completed during 2011 in which case there would be no further expenses on
this matter after that time.

8.5.2 Other environmental and decommissioning provisions
As at 31 March 2010 environmental provisions in Orica’s accounts other than those relating to the transformation
and clean up projects at Botany totalled $88 million, representing approximately 30% of Orica’s total environmental
provisions. These provisions relate to various legacy sites where operations have ceased, or current operating sites, both
in Australia and overseas. These sites involve varying degrees of soil, and in some instances water, contamination. Orica is
in the process of remediating these affected sites to acceptable standards in conjunction with appropriate regulators and
other relevant stakeholders and, in the case of non-operating legacy sites, looking to dispose of those sites in due course.

8.5.3 Environmental legacy sites and Orica’s financial statements
Orica determines the development, selection and disclosure of Orica’s critical accounting policies, estimates and
accounting judgements and the application of these policies and estimates. This necessarily involves estimates and
judgements that have a significant effect on the amounts recognised in the financial statements. Orica considers the
estimates used in preparing Orica’s financial report are reasonable and in accordance with accounting standards.
Changes in the assumptions underlying the estimates may result in a significant impact on the financial statements.
It is difficult to estimate the future costs of environmental remediation because of many uncertainties, particularly with
regard to the status of laws, regulations and the information available about conditions in the various countries and at
the individual sites. Significant factors in estimating the costs include previous experiences in similar cases, expert opinions
regarding environmental programs, current costs and new developments affecting costs, management’s interpretation of
current environmental laws and regulations, the number and financial position of third parties that may become obligated
to participate in any remediation costs on the basis of joint liability, and the remediation methods which are likely to
be deployed.
Subject to these factors, but taking into consideration experience gained to date regarding environmental matters of a
similar nature, Orica considers its environmental provisions to be appropriate based upon currently available information.
However, given the inherent difficulties in estimating liabilities in this area, it cannot be guaranteed that additional costs
will not be incurred beyond the amounts provided.
Details regarding environmental and decommissioning provisions are also set out in Orica’s Annual Report 2009,
in particular note 1(xix) and note 32, and note 14 of Orica’s 2010 half year report.
8.5.3.1 Contingent liabilities
In the normal course of business, contingent liabilities may arise from product specific and general legal proceedings,
from guarantees or from environmental liabilities connected with current or former sites. Where management considers
that potential liabilities have a low probability of crystallising or it is not possible to quantify them reliably, they are
disclosed as contingent liabilities. These are disclosed in the contingent liabilities and contingent assets note of Orica’s
financial statements.
In view of the significance of environmental issues associated with Botany groundwater, Botany HCB waste, mercury
remediation and the CPWE, they continue to be disclosed as contingent liabilities. Details regarding contingent liabilities
are set out in Orica’s Annual Report 2009, particularly note 33 and note 15 of Orica’s 2010 half year report.
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8.5.3.2 No material impact on Orica’s ability to meet environmental legacy obligations
DuluxGroup represented 11% of Orica’s EBITDA and 2% of Orica’s net assets as at 30 September 2009. In this respect,
following the Demerger, Orica will not have the benefit of DuluxGroup earnings and cash flow to meet its liabilities.
However, this is not considered to be materially prejudicial to Orica’s creditors having regard to the earnings and cash
flow from the remainder of the Orica businesses.
As at 31 March 2010, Orica’s environmental and decommissioning liability provisions in Orica’s accounts were
$296 million, including $4 million of provisions relating to DuluxGroup environmental liabilities. The majority
of Orica’s environmental provisions relate to clean up projects at Botany.
As discussed above, the remediation programs for the CPWE and mercury matters are expected to be completed by
the end of 2011 and, if an export licence is granted, it is assumed that the HCB will be destroyed by 2014. The Botany
Groundwater Treatment Plant will continue to contain and treat CHC contaminated water at Botany, and to maintain
DNAPL related contamination of the groundwater until an appropriate and practical technology emerges to remove it.
The following diagram shows Orica’s environmental spend as a percentage of EBITDA1, including and excluding
DuluxGroup EBITDA.
Orica’s environmental spend as a percentage of EBITDA (%)
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In particular, as the above diagram shows, Orica’s environmental spend as a percentage of EBITDA over the last five
years has significantly reduced from 8.2% to 3.1% as at 31 March 2010. This is in large part due to the sustained growth
in Orica’s earnings. Excluding DuluxGroup, environmental spend as a percentage of EBITDA would only marginally
increase to 3.5%.
Separately, Orica’s market capitalisation and shareholders’ equity have increased significantly over the past decade
such that the difference between market capitalisation and shareholder equity over and above the amount of Orica’s
environmental provisions has significantly widened.
Orica’s shareholders’ equity, environmental provisions and market capitalisation (A$bn)
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Note: Financial year ended 30 September.

Having regard to the environmental provisions and contingent liabilities included in Orica’s audited financial statements
and taking into account expenses incurred to date, Orica Directors consider that the loss of the DuluxGroup earnings post
Demerger will not materially prejudice Orica’s ability to meet its known environmental legacy issues. However, given the
inherent difficulties in estimating liabilities in this area, it cannot be guaranteed that additional costs will not be incurred
beyond the amounts provided and such amounts could be material.
Information regarding these issues is also set out in Section 10.1.3, as well as in Orica’s Annual Report 2009, and in
particular notes 1, 32 and 33 to the financial statements included in that Annual Report, and Orica’s 2010 half year report.
1

Excluding individually material items
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This Section contains historical and pro forma historical financial information concerning Orica (the “Orica financial
information”), including:
–– Orica historical income statements before net financing costs and tax and pro forma historical income
statements, excluding DuluxGroup, before net financing costs and tax for the years ended 30 September 2007,
30 September 2008 and 30 September 2009 and the half year ended 31 March 2010;
–– Orica historical net operating cash flows before financing activities and tax and after capital expenditure and
pro forma historical net operating cash flows, excluding DuluxGroup, before financing activities and tax and after
capital expenditure for the years ended 30 September 2007, 30 September 2008 and 30 September 2009 and the
half year ended 31 March 2010; and
–– Orica historical and pro forma historical balance sheets as at 31 March 2010.
Reference to the Orica historical financial information refers to Orica on a consolidated basis, and reference to the Orica
pro forma historical financial information refers to Orica, excluding DuluxGroup, on a consolidated basis.

9.1 Basis of preparation
The Orica pro forma historical balance sheet has been prepared on the basis that the Demerger was effected and
completed on 31 March 2010 and that DuluxGroup assets and liabilities were transferred from Orica to DuluxGroup at
their historical book value on a consolidated basis. Pro forma adjustments have been made to the Orica historical balance
sheet to reflect:
–– assets and liabilities transferred to DuluxGroup by Orica and receipt of associated consideration from DuluxGroup; and
–– Demerger transaction costs to be incurred by Orica.
The Orica pro forma historical balance sheet has been prepared in order to give Orica Shareholders an indication of
Orica’s balance sheet in the circumstances noted in this Section, and does not state the actual financial position of Orica
at the time of the Demerger.
The Orica pro forma historical income statements, excluding DuluxGroup, have been presented before net financing costs
and income tax.
The Orica pro forma historical net operating cash flows, excluding DuluxGroup, have been presented before financing
activities and tax and after capital expenditure.
The pro forma historical income statement and pro forma historical net operating cash flows present the pro forma historical
financial performance and cash flows of Orica after deducting DuluxGroup historical financial performance and cash flows
as it operated in the context of Orica, but does not purport to represent the Orica financial performance and cash flows that
would have occurred had DuluxGroup been a standalone entity during the periods presented, for reasons including:
–– DuluxGroup did not operate independently of Orica during the periods for which financial information is presented;
–– DuluxGroup financial information includes allocations to DuluxGroup of certain corporate expenses incurred by Orica
and attributable to DuluxGroup;
–– Orica financial information may not reflect the strategies or operations Orica may have followed or undertaken had
DuluxGroup acted as a standalone entity rather than as part of Orica; and
–– Orica may have been exposed to different financial and business risks had DuluxGroup operated as a standalone entity
rather than as part of Orica.
The Orica historical financial information has been extracted from Orica’s financial reports for the years ended
30 September 2007, 30 September 2008 and 30 September 2009 and the half year ended 31 March 2010 and the
Orica pro forma historical financial information has been derived from Orica’s financial reports for the same periods
and Orica management information. Orica’s financial reports are available from Orica’s website, www.orica.com, or the
ASX website, www.asx.com.au.
The Orica annual financial reports for the years ended 30 September 2007, 30 September 2008 and 30 September 2009
have been audited in accordance with Australian Auditing Standards and the audit opinions issued to the members of
Orica relating to those annual financial reports were unqualified. Orica’s half year financial report for the half year ended
31 March 2010 was not audited but has been subject to review by Orica’s auditor in accordance with Australian Auditing
Standards applicable to review engagements.
The Orica financial information has been prepared in accordance with the recognition and measurement principles
prescribed in Australian Accounting Standards (including Australian Accounting Interpretations) adopted by the
Australian Accounting Standards Board, which comply with the recognition and measurement principles of the
International Financial Reporting Standards and interpretations adopted by the International Accounting Standards
Board. The accounting policies used in preparation of the Orica financial information are consistent with those set
out in Orica’s half year report to 31 March 2010 and annual report for the year ended 30 September 2009.
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IFRS do not currently include promulgated standards for the preparation and reporting of pro forma financial information,
and effective guidance as of the date of this Booklet is limited to the preparation of historical financial statements.
Consequently, pro forma information has been directly derived from balances and amounts included in the historical
financial statements of Orica, as prepared in accordance with AASBs and Orica management information.
The Orica financial information is presented in an abbreviated form and does not contain all the disclosures required by
the AASBs in an annual financial report prepared in accordance with the Corporations Act.
KPMG Transaction Services (Australia) Pty Limited has reported on the Orica pro forma historical financial information in
an Investigating Accountant’s Report that has been included in Section 11. The comments made in relation to the scope
and limitations of its report should be noted.
This Section should also be read in conjunction with the risks to which Orica is subject and the risks associated with the
Demerger, as set out in Sections 4.4 and 10.

9.2 Orica historical income statements and pro forma historical income statements, excluding
DuluxGroup, before net financing costs and tax
9.2.1 Orica summary historical income statements
The Orica historical income statements for the years ended 30 September 2007, 30 September 2008 and
30 September 2009 and the half year ended 31 March 2010 are as follows:
Table 9: Orica historical income statements

($m)

Sales revenue

Year ended
30 September
2007

Year ended
30 September
2008

Year ended
30 September
2009

Half year
ended
31 March
2010

5,527.2

6,544.1

7,411.0

3,226.0

EBITDA

973.6

1,147.2

1,190.6

548.8

Depreciation

(153.3)

(177.6)

(202.7)

(99.1)

Amortisation

(29.9)

(41.1)

(45.0)

(20.6)

EBIT

790.4

928.5

942.9

429.1

Net financing costs

(122.6)

(157.7)

(133.5)

(70.6)

Income tax expense

(154.4)

(203.5)

(228.0)

(286.5)(2)

Profit after tax

513.4

567.3

581.4

72.0

(25.7)

(27.7)

(39.6)

(16.9)

487.7

539.6

541.8

55.1

Individually material items

(22.3)

(41.6)

(139.6)

(66.8)

EBIT excluding individually material items

812.7

970.1

1,082.5

495.9

(1)

Non-controlling interests
Net profit for the period attributable to
Shareholders of Orica

1	Orica considers that earnings before interest, income tax expense, depreciation and amortisation, or EBITDA, is a useful financial metric to assess
Orica’s operating and financial performance before the impact of investing and financing transactions and income taxes. In addition, Orica considers
that EBITDA is widely used by other companies and may be used by investors as a measure of Orica’s financial performance. Given the significant
investments that Orica has made in the past in property, plant and equipment and intangibles, depreciation and amortisation expense comprises a
meaningful portion of its cost structure. Orica considers that EBITDA will provide investors with a useful measure for comparability between periods
because it eliminates depreciation and amortisation expense attributable to capital expenditures. The presentation of EBITDA should not be construed
as an indication that Orica’s future results will be unaffected by other expenses and revenues that Orica considers to be outside the ordinary course
of Orica’s business. The use of EBITDA has certain limitations. Depreciation and amortisation expense for various long-term assets, such as property,
plant and equipment and intangibles, income tax expense, interest expense and interest income have been and will be incurred and are not reflected
in the presentation of EBITDA. Each of these items should also be considered in the overall evaluation of Orica’s results. Additionally, EBITDA does not
consider capital expenditures and other investing activities and should not be considered as a measure of Orica’s liquidity. Orica compensates for these
limitations by providing the relevant disclosure of its depreciation and amortisation, interest expense and interest income, income tax expense, capital
expenditures and other relevant items in its consolidated financial statements, all of which should be considered when evaluating Orica’s performance.
The term EBITDA is not defined under AASBs, and EBITDA is not a measure of net income, operating income, operating performance or liquidity
presented in accordance with AASBs. When assessing Orica’s operating and financial performance, this data should not be considered in isolation or
as a substitute for Orica’s net income, operating income or any other operating performance measure that is calculated in accordance with AASBs. In
addition, Orica’s EBITDA may not be comparable to an EBITDA or similarly titled measures utilised by other companies since such other companies may
not calculate EBITDA in the same manner Orica does.
2 Includes tax, penalties and interest of $191.8 million in relation to the sale of the pharmaceuticals business to Zeneca Bv in 1998.
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The following table sets out details regarding the individually material items for the years ended 30 September 2007,
30 September 2008 and 30 September 2009 and the half year ended 31 March 2010. For further details in relation to
individually material items, refer to note 4 of the Orica 2007 Annual Report, note 4 of the Orica 2008 Annual Report,
note 4 of the Orica 2009 Annual Report and note 5 of the Orica 2010 half year financial report.
Table 10: Individually material items of income/(expense) – pre-tax
Year ended
30 September
2008

Mining Services

–

–

(32.1)

–

Chemicals business

–

(20.0)

–

–

(16.9)

–

–

–

–

–

Mercury remediation

–

–

–

(45.0)

HCB remediation

–

–

–

(18.1)

Marplex

–

–

(16.5)

–

Botany Groundwater Treatment Plant

–

–

(61.1)

–

(44.7)

(9.6)

(16.3)

–

–

(12.0)

(12.8)

(3.7)

($m)

Year ended
30 September
2009

Half year
ended
31 March
2010

Year ended
30 September
2007

Restructuring and rationalisation costs

Marplex business
DuluxGroup Demerger costs

(20.8)

–

Environmental provisions:

Asset Impairment writedowns

Integration costs
Dyno Nobel assets
Minova/Excel
Net gain on derivatives

–

–

20.0

–

Profit on sale of Adhesives and Resins

23.3

–

–

–

Tax Indemnity – Cropcare

16.0

–

–

–

Individually material items

(22.3)

(41.6)

(139.6)

(66.8)
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9.2.2 Orica pro forma historical income statements excluding DuluxGroup, before net financing costs
and tax
The Orica pro forma historical income statements, excluding DuluxGroup, before net financing costs and tax for the years
ended 30 September 2007, 30 September 2008 and 30 September 2009 and the half year ended 31 March 2010 are set
out as follows:
Table 11: Orica pro forma historical income statements excluding DuluxGroup before net financing costs and tax
Year ended
30 September
2007

Year ended
30 September
2008

Year ended
30 September
2009

Half year
ended
31 March
2010

4,700.9

5,668.7

6,470.8

2,739.8

EBITDA

857.3

1,010.9

1,044.7

474.4

Depreciation

(141.9)

(166.3)

(187.4)

(90.7)

Amortisation

(26.6)

(38.7)

(43.3)

(19.5)

($m)

Sales revenue
(1)

EBIT

688.8

805.9

814.0

364.2

Individually material items

(22.3)

(41.6)

(139.6)

(66.8)

EBIT excluding individually material items

711.1

847.5

953.6

431.0

1	Refer to note 1 in Section 9.2.1.

Pro forma adjustments for net financing costs and tax have not been made to the Orica pro forma historical income
statements, excluding DuluxGroup, because the financing arrangements and tax structure under which Orica businesses
operated during the periods presented may not reflect the financing arrangements and tax structure of Orica following
the Demerger.

9.2.3 Reconciliation of Orica historical income statements to Orica pro forma historical income
statements, excluding DuluxGroup, before net financing costs and tax
Reconciliations of the Orica historical income statements to Orica pro forma historical income statements, excluding
DuluxGroup, before net financing costs and tax for the years ended 30 September 2007, 30 September 2008 and
30 September 2009 and the half year ended 31 March 2010 are shown in the following tables.
Table 12: Reconciliation of Orica historical income statement to Orica pro forma historical income statements,
excluding DuluxGroup, before net financing costs and tax for the year ended 30 September 2007

Year ended 30 September 2007
($m)

Sales revenue

Orica

DuluxGroup

Orica
pro forma
(excluding
DuluxGroup)

5,527.2

826.3

4,700.9

EBITDA

973.6

116.3

857.3

Depreciation

(153.3)

(11.4)

(141.9)

(1)

Amortisation

(29.9)

(3.3)

(26.6)

EBIT

790.4

101.6

688.8

Net financing costs

(122.6)

Income tax expense

(154.4)

Non-controlling interests
Net profit attributable to shareholders of Orica

(25.7)
487.7

Individually material items

(22.3)

(22.3)

EBIT excluding individually material items

812.7

711.1

1	Refer to note 1 in Section 9.2.1.

Pro forma adjustments for net financing costs and tax have not been made to the Orica pro forma historical income
statements, excluding DuluxGroup, because the financing arrangements and tax structure under which Orica businesses
operated during the periods presented may not reflect the financing arrangements and tax structure of Orica following
the Demerger.

Orica Scheme Booklet

101

Table 13: Reconciliation of Orica historical income statement to Orica pro forma historical income statements,
excluding DuluxGroup, before net financing costs and tax for the year ended 30 September 2008

Year ended 30 September 2008
($m)

Orica

DuluxGroup

Orica
pro forma
(excluding
DuluxGroup)

Sales revenue

6,544.1

875.4

5,668.7

EBITDA(1)

1,147.2

136.3

1,010.9

Depreciation

(177.6)

(11.3)

(166.3)

Amortisation

(41.1)

(2.4)

(38.7)

EBIT

928.5

122.6

805.9

Net financing costs

(157.7)

Income tax expense

(203.5)

Non-controlling interests
Net profit attributable to shareholders of Orica

(27.7)
539.6

Individually material items

(41.6)

–

(41.6)

EBIT excluding individually material items

970.1

122.6

847.5

1	Refer to note 1 in Section 9.2.1.

Pro forma adjustments for net financing costs and tax have not been made to the Orica pro forma historical income
statements, excluding DuluxGroup, because the financing arrangements and tax structure under which Orica businesses
operated during the periods presented may not reflect the financing arrangements and tax structure of Orica following
the Demerger.
Table 14: Reconciliation of Orica historical income statement to Orica pro forma historical income statements,
excluding DuluxGroup, before net financing costs and tax for the year ended 30 September 2009

Orica

DuluxGroup

Orica
pro forma
(excluding
DuluxGroup)

Sales revenue

7,411.0

940.2

6,470.8

EBITDA

1,190.6

145.9

1,044.7

(202.7)

(15.3)

(187.4)

Year ended 30 September 2009
($m)

(1)

Depreciation
Amortisation

(45.0)

(1.7)

(43.3)

EBIT

942.9

128.9

814.0

Net financing costs

(133.5)

Income tax expense

(228.0)

Non-controlling interests

(39.6)

Net profit attributable to shareholders of Orica

541.8

Individually material items

(139.6)

–

(139.6)

1,082.5

128.9

953.6

EBIT excluding individually material items
1	Refer to note 1 in Section 9.2.1.

Pro forma adjustments for net financing costs and tax have not been made to the Orica pro forma historical income
statements, excluding DuluxGroup, because the financing arrangements and tax structure under which Orica businesses
operated during the periods presented may not reflect the financing arrangements and tax structure of Orica following
the Demerger.
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Table 15: Reconciliation of Orica historical income statement to Orica pro forma historical income statements,
excluding DuluxGroup, before net financing costs and tax for the half year ended 31 March 2010
Half year ended 31 March 2010
Pro forma historical
($m)

Sales revenue

Orica

DuluxGroup

Orica
pro forma
(excluding
DuluxGroup)

3,226.0

486.2

2,739.8

548.8

74.4

474.4

Depreciation

(99.1)

(8.4)

(90.7)

Amortisation

(20.6)

(1.1)

(19.5)

EBIT

429.1

64.9

364.2

Net financing costs

(70.6)

Income tax expense

(286.5)

EBITDA

(1)

Non-controlling interests

(16.9)

Net profit attributable to shareholders of Orica

55.1

Individually material items

(66.8)

–

(66.8)

EBIT excluding individually material items

495.9

64.9

431.0

1	Refer to note 1 in Section 9.2.1.

Pro forma adjustments for net financing costs and tax have not been made to the Orica pro forma historical income
statements, excluding DuluxGroup, because the financing arrangements and tax structure under which Orica businesses
operated during the periods presented may not reflect the financing arrangements and tax structure of Orica following
the Demerger.

9.2.4 Management commentary on historical results
Commentary on Orica’s historical financial results and the results of its business segments is provided in Orica’s annual
financial report for the years ended 30 September 2007, 30 September 2008 and 30 September 2009 and the half
year ended 31 March 2010. These reports are available at Orica’s website at www.orica.com or the ASX website at
www.asx.com.au.

9.3 Orica historical net operating cash flows before financing activities and tax and after capital
expenditure and pro forma historical net operating cash flows, excluding DuluxGroup, before financing
activities and tax and after capital expenditure
9.3.1 Orica historical net operating cash flows before financing costs and tax and after capital
expenditure
The Orica historical net operating cash flows before financing activities and tax and after capital expenditure for the years
ended 30 September 2007, 30 September 2008 and 30 September 2009 and the half year ended 31 March 2010 are set
out as follows.
Table 16: Orica historical net operating cash flows before financing activities and tax and after
capital expenditure
Year ended
30 September
2007

Year ended
30 September
2008

Year ended
30 September
2009

Half year
ended
31 March
2010

973.6

1,147.2

1,190.6

548.8

(21.9)

(3.7)

(15.3)

0.9

7.9

6.2

73.9

(3.7)

Change in working capital

(162.7)

(46.3)

7.9

30.1

Net operating cash flows, before financing activities
and tax

796.9

1,103.4

1,257.1

576.1

Capital expenditure

(337.0)

(426.3)

(370.9)

(201.5)

Net operating cash flows after capital expenditure,
before financing activities and tax

459.9

677.1

886.2

374.6

($m)

EBITDA(1)
Net profit on sale of businesses, property, plant and
equipment
Non-cash items
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Year ended
30 September
2007

Year ended
30 September
2008

Year ended
30 September
2009

Half year
ended
31 March
2010

Capital expenditure comprises
Growth capital expenditure

(198.2)

(218.9)

(211.7)

(129.1)

Sustenance capital expenditure

(138.8)

(207.4)

(159.2)

(72.4)

1	Refer to note 1 in Section 9.2.1.

Table 17: Reconciliation of net cash flows from operating activities as reported to net operating cash flows
after capital expenditure, before financing activities and tax
Year ended
30 September
2007

Year ended
30 September
2008

Year ended
30 September
2009

Half year
ended
31 March
2010

Net cash flows from operating activities

524.3

736.9

854.9

268.8

Add back income tax

154.7

208.1

263.6

237.1

Add back net financing costs

117.9

158.4

138.6

70.2

Net operating cash flows before financing activities
and tax

796.9

1,103.4

1,257.1

576.1

Capital expenditure

(337.0)

(426.3)

(370.9)

(201.5)

Net operating cash flows after capital expenditure,
before financing activities and tax

459.9

677.1

886.2

374.6

($m)

9.3.2 Orica pro forma historical net operating cash flows, excluding DuluxGroup, before financing
activities and tax and after capital expenditure
The Orica pro forma historical net operating cash flows, excluding DuluxGroup, before financing activities and tax and
after capital expenditure for the years ended 30 September 2007, 30 September 2008 and 30 September 2009 and the
half year ended 31 March 2010 are set out in the following table.
Table 18: Orica pro forma historical net operating cash flows, excluding DuluxGroup, before financing
activities and tax and after capital expenditure

Year ended
30 September
2007

Pro forma
Year ended
30 September
2008

Pro forma
Year ended
30 September
2009

Pro forma
Half year
ended
31 March
2010

EBITDA(1)

857.3

1,010.9

1,044.7

474.4

Net profit on sale of businesses, property, plant and
equipment

(22.2)

(3.9)

(15.6)

0.8

Share of associates net profit/(loss)

(10.8)

(8.1)

5.7

(10.0)

Asset impairments

15.4

–

80.3

–

2.5

6.0

7.3

4.7

–

5.6

(23.0)

–

Change in working capital

(163.8)

(29.3)

2.6

24.7

Net cash flows from operating activities

678.4

981.2

1,102.0

494.6

Capital expenditure

(295.5)

(389.0)

(351.9)

(193.0)

Net operating cash flows, after capital expenditure,
before financing activities and tax

382.9

592.3

750.1

301.6

Growth capital expenditure

(171.7)

(204.8)

(206.2)

(125.9)

Sustenance capital expenditure

(123.8)

(184.2)

(145.7)

(67.1)

($m)

Share-based payments expense
Other non-cash items

Capital expenditure comprises:

1	Refer to Section 9.1.
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9.4 Orica historical and pro forma historical balance sheet
The following table sets out the Orica historical and pro forma historical balance sheet as at 31 March 2010. For the
purposes of presenting the Orica pro forma historical balance sheet, it has been assumed that the Demerger was effected
and completed on 31 March 2010.
Table 19: Orica historical and pro forma historical balance sheet as at 31 March 2010

As at 31 March 2010
($m)

Current assets
Cash and cash equivalents
Trade and other receivables
Other financial assets – derivative assets
Inventories
Other
Total current assets
Non-current assets
Trade and other receivables
Investments accounted for using the equity method
Other financial assets
Property, plant and equipment
Intangible assets
Deferred tax assets
Other
Total non-current assets
Total assets
Current liabilities
Trade and other payables
Other financial liabilities – derivative liabilities
Interest bearing liabilities
Current tax liabilities
Provisions
Total current liabilities
Non-current liabilities
Trade and other payables
Interest bearing liabilities
Deferred tax liabilities
Provisions
Total non-current liabilities
Total liabilities
Net assets
Equity
Ordinary Shares
 Reserves
 Retained earnings
Total equity attributable to ordinary shareholders
Equity attributable to SPS Securities holders
Non-controlling Interests
Total equity attributable to shareholders
1

Less
Orica Group DuluxGroup (1)

Transaction
costs (3)

Pro forma
Orica
Group after
transaction
costs

273.6
963.0
21.7
634.8
103.7
1,996.8

–
(138.2)
(0.3)
(103.0)
(12.5)
(254.0)

(77.0)
–
–
–
–
(77.0)

196.6
824.8
21.4
531.8
91.2
1,665.8

3.4
171.1
0.9
2,161.8
2,626.6
256.9
8.1
5,228.8
7,225.6

(0.1)
(1.7)
–
(140.6)
(89.4)
(24.5)
–
(256.3)
(510.3)

–
–
–
–
–
–
–
–
(77.0)

3.3
169.4
0.9
2,021.2
2,537.2
232.4
8.1
4,972.5
6,638.3

1,031.0
68.1
523.9
108.9
248.0
1,979.9

(167.6)
–
(245.0)
(11.2)
(16.2)
(440.0)

–
–
–
(10.3)
–
(10.3)

863.4
68.1
278.9
87.4
231.8
1,529.6

30.5
978.6
91.0
435.2
1,535.3
3,515.2
3,710.4

–
–
(2.0)
(20.4)
(22.4)
(462.4)
(47.9)

–
–
–
–
–
(10.3)
(66.7)

30.5
978.6
89.0
414.8
1,512.9
3,042.5
3,595.8

1,893.1
(538.2)
1,744.8
3,099.7
490.0
120.7
3,710.4

(215.9)
–
168.0(2)
(47.9)
–
–
(47.9)

–
–
(66.7)
(66.7)
–
–
(66.7)

1,677.2
(538.2)
1,846.1
2,985.1
490.0
120.7
3,595.8

T he pro forma DuluxGroup balance sheet represents the segment assets and liabilities of the DuluxGroup and the related tax, defined benefit superannuation
and inter-company balances applicable to DuluxGroup in accordance with the Separation Deed which have historically been recorded in the Corporate segment
of Orica’s financial reports.
2	The Demerger will result in a large one-off benefit to the current year profit and loss account (equivalent to the surplus of the market value of DuluxGroup over
its net assets, less Demerger costs). However, this benefit will not flow through to retained earnings because on establishment of a provision for the future
distribution of DuluxGroup shares to Orica Shareholders, there will be a large debit to retained earnings (equivalent to the market value of DuluxGroup less any
amount deemed by the ATO to be capital).
3	An adjustment to cash has been made to reflect Demerger transaction costs to be incurred by Orica, with a corresponding adjustment net of tax to current year
retained earnings.
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9.5 Demerger accounting
Accounting for demerger transactions is addressed in the current IFRIC 17 “Distributions of Non-cash Assets to Owners”.
This interpretation requires that any obligations for distributions made by a company to its shareholders should be
recognised and measured under IAS 37 “Provisions, Contingent Liabilities and Contingent Assets” and that all liabilities
for distributions payable should be measured in accordance with IAS 37 at the fair value of the assets to be distributed.
The fair value of the assets to be distributed – the fair value of DuluxGroup Shares in this case – will be determined by
reference to the VWAP of DuluxGroup Shares as traded on ASX (whether on an ordinary or deferred settlement basis)
over the first five Trading Days after the Effective Date.
As no guidance is provided in AASBs as to where a debit to equity should be recorded for the recognition of a
distribution liability, Orica will base its methodology on the tax allocation basis. Within Orica’s equity accounts, the fair
value of DuluxGroup Shares will be allocated between the Capital Reduction and the Demerger Dividend. Orica has
determined the appropriate allocation for tax purposes includes a Capital Reduction of $215.9 million supported by
ATO ruling. The Demerger Dividend will be the difference between the fair value of DuluxGroup Shares demerged by
Orica and the Capital Reduction.
The Demerger will result in a large one-off benefit to the current year profit and loss account (equivalent to the surplus
of the market value of DuluxGroup over its net assets, less Demerger costs). However, this benefit will not flow through
to retained earnings because on establishment of a provision for the future distribution of DuluxGroup Shares to Orica
Shareholders, there will be a large debit to retained earnings (equivalent to the market value of DuluxGroup less any
amount deemed by the ATO to be capital).
For illustrative purposes only, a range of market values and implied Demerger Dividend amounts are set out in the table.
These figures are neither a prediction nor a forecast of DuluxGroup’s share price post Demerger and the DuluxGroup
VWAP over the first five Trading Days may vary substantially from the range set out in the following table.
Table 20: Implied Demerger Dividend
DuluxGroup’s VWAP over first five days of trading
$2.00

$2.50

$3.00

$3.50

$4.00

Implied market value ($m)

722.3

902.8

1,083.4

1,264.0

1,444.5

Capital reduction ($m)

215.9

215.9

215.9

215.9

215.9

Implied Demerger Dividend ($m)

506.4

686.9

867.5

1,048.1

1,228.6

# of Orica Ordinary Shares(¹)

361,129,562

On the Effective Date, Orica will recognise a provision based on the estimated fair value of DuluxGroup Shares, which is
expected to exceed DuluxGroup’s historic cost of its assets and liabilities. This liability will be settled through the transfer
of the DuluxGroup Shares to Orica Ordinary Shareholders under the Scheme. At that time, the difference between the
historic cost of the net assets transferred and their fair value will be recognised as income to Orica and included in Orica’s
2010 income statement.
Table 21: Profit on Demerger
DuluxGroup’s VWAP over first five days of trading

Implied market value ($m)
DuluxGroup net assets ($m)
Profit on Demerger ($m)

$2.00

$2.50

$3.00

$3.50

$4.00

722.3

902.8

1,083.4

1,264.0

1,444.5

47.9

47.9

47.9

47.9

47.9

674.4

854.9

1,035.5

1,216.1

1,396.6

The profit on Demerger (after Demerger costs) will be disclosed as an individually material item in the 2010
Annual Report.

1	As at the date of this Booklet. The actual number of DuluxGroup Shares at the time of the Demerger will be the number of Orica Ordinary Shares on
issue on the Record Date.
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9.6 Dividend policy and franking
Orica’s dividend policy will be at the discretion of the Orica Board after the Demerger and may change over time.
Decisions relating to dividend policy post Demerger will depend on Orica’s market situation and strategy for the core
Orica businesses; Orica currently has a progressive dividend policy. Post Demerger, the absolute value of dividends paid
on Orica Shares may be reduced, reflecting the loss of earnings from DuluxGroup. However, DuluxGroup Shareholders
will receive any dividends paid by DuluxGroup after the Demerger.

9.7 Material changes in financial position since most recent balance date
The most recent published financial statements of Orica are the financial report for the half year ended 31 March 2010,
which was released to ASX on 3 May 2010. To the knowledge of the Orica Directors, there has not been a material
change in the financial position of Orica since 31 March 2010, except as disclosed in this Booklet or otherwise in
announcements to ASX.
Orica will provide, free of charge, a copy of this most recent financial report and half year report to any person who
requests a copy before the Scheme is approved by the Court.
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10 Risk factors associated with an investment in Orica Shares

There are a number of risks, both specific to Orica and
of a more general nature, that may affect the future
operating or financial performance of Orica, its prospects,
its investment returns and the value of Orica Shares. These
risks include, but are not limited to, the risks set out in this
Section. This Section should be read in conjunction with
Sections 8 and 9, which include additional detail on Orica.

10.1 Operational risks
10.1.1 Key customer relationships
Orica has strong relationships with customers for the
supply of products and services. These relationships
are fundamental to the success of Orica, particularly
given the competitive nature of Orica’s markets and
the supply choices available to customers. To help
mitigate this risk, Orica pursues, among other things,
the following strategies:
–– maintaining market leadership positions;
–– building strong asset positions;
–– investing in technology and innovation; and
–– employing capable people who create and deliver
customer solutions.
Any loss of or change to key relationships could have
a material impact on the operating and financial
performance of Orica.

10.1.2 Security of product
Orica is exposed to the risk that its products’ security
at manufacturing sites and within the supply chain may
be compromised.
At its manufacturing sites, Orica has introduced measures
to help mitigate this risk such as fencing, restricted site
access, electronic security systems and 24 hour security.
Orica’s exposure to its supply chain relates to the
transportation of raw materials and finished products
from company facilities. Orica has introduced measures
to help mitigate this risk, such as the use of accredited
carriers, product traceability and continual stock counts.
In addition, Orica has also introduced global positioning
system (GPS) tracking of some vehicles, police escorts
(in some countries), tamper evident security seals on
containerised freight and staff security background
checks (where legally permitted).
There is no guarantee that these measures will be
effective in mitigating all of the risks associated with
Orica’s product movements.

10.1.3 Environmental legacy issues and
remediation costs
Orica is subject to a variety of laws and regulations
in the jurisdictions in which it operates or maintains
properties. Provisions for expenses that may be incurred
in complying with such laws and regulations are set aside
if environmental inquiries or remediation measures are
probable and the costs can be reliably estimated. For sites
where there are uncertainties with respect to what Orica’s
remediation obligations might be or what remediation
techniques might be approved and no reliable estimate
can presently be made of regulatory and remediation
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costs, no amounts have been provided for. It is also
assumed that the methods planned for environmental
clean-up will be able to treat the issues within the
expected time frame.
It is difficult to estimate the future costs of environmental
remediation because of many uncertainties, particularly
with regard to the status of laws, regulations and the
information available about conditions in the various
countries and at the individual sites where remediation
is required. Significant factors in estimating the costs
include previous experiences in similar cases, expert
opinions regarding environmental programs, current costs
and new developments affecting costs, management’s
interpretation of current environmental laws and
regulations, the number and financial position of third
parties that may become obligated to participate in any
remediation costs on the basis of joint liability, and the
remediation methods which are likely to be deployed.
Environmental costs are estimated using either the work
of external consultants and/or internal experts. Changes
in the assumptions underlying these estimated costs
may impact future reported results. Subject to these
factors, but taking into consideration experience gained
to date regarding environmental matters of a similar
nature, Orica considers the provisions to be appropriate
based upon currently available information. However,
given the inherent difficulties in estimating liabilities in
this area, it cannot be guaranteed that additional costs
will not be incurred beyond the amounts provided.
It is possible that final resolution of these matters may
require expenditures to be made in excess of established
provisions over an extended period of time that may
result in changes in timing of anticipated cash flows from
those assumed and in a range of amounts that cannot be
reasonably estimated.
Refer to Section 8.5 of this Booklet for further information.

10.1.4 Greenhouse gas emissions and
environmental challenges
As a major supplier to the chemicals and mining industries,
Orica manufactures products that involve energy intensive
processes.
Orica is working with customers and suppliers to identify
how it can best contribute towards reducing the impact of
climate change, both within Orica’s own operations and
across its supply chain. To this end, Orica introduced its
“Challenge 2010” program in 2004, which targets a 35%
reduction in overall carbon dioxide equivalent emissions
per tonne of production. These targets include a 50%
reduction in nitrous oxide emissions, from 2004 levels.
As part of the Australian Federal Government’s
environmental strategy, a carbon pollution reduction
scheme (CPRS) has been proposed to commence in
July 2011. This has now been delayed until at least late
2012, and the relevant legislation has been withdrawn
from parliament.
In order to reduce nitrous oxide (a recognised
greenhouse gas) emissions, Orica has commenced
programs to introduce abatement technologies to
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its plants. Nitrous oxide is a by-product of nitric acid
production, which is a major part of Orica’s ammonium
nitrate manufacturing processes. If successful, these
technologies will have a major impact in reducing Orica’s
nitrous oxide emissions and would be introduced into
Orica’s nitric acid plants across the world.
As part of Orica’s Challenge 2010 program, Orica also
has strategies in place to help reduce its carbon dioxide
emissions through energy efficiency initiatives; however,
Orica does not expect to be able to reduce its carbon
dioxide emissions to the same extent as its nitrous oxide
emissions. Orica also engages in limited carbon trading
to assist in offsetting its greenhouse gas emissions.
There is a risk that the changing environmental climate
and Orica’s aim to reduce its greenhouse gas emissions
may have an adverse effect on Orica’s earnings by
increasing Orica’s capital expenditure (e.g. costs involved
in introducing abatement technologies) and also
through a possible charge on greenhouse gas emissions.
Until some form of legislation limiting or imposing a
cost on carbon emissions is enacted, the impact of the
changing environmental climate on Orica’s earnings
remains unclear. Also, carbon pollution reduction initiatives
and emissions trading schemes continue to emerge
in various stages of development in various overseas
jurisdictions. Similarly, the impact of these initiatives and
schemes on Orica’s earnings remains unclear.
Orica’s operations utilise significant quantities of water,
and while not all of Orica’s operations are in water
constrained parts of the world, Orica has recognised the
importance of water security for its business. In response,
Orica has set a Challenge 2010 milestone of reducing
water consumption by more than 15% per tonne of
production. Similarly, Orica has set a Challenge 2010
milestone to reduce waste generation from its operations
by greater than 50% per tonne of production. Waste is
also being recycled or reused, destroyed or treated onsite
to reduce volume sent to landfill.

10.1.5 Acquisition and divestment activities
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in receiving, permits and approvals, industrial relations
disputes and the failure of sub-contractors to observe
contractual obligations.

10.1.7 Manufacturing operations
There are hazards associated with Orica’s manufacturing
businesses and the related storage and transportation of
raw materials, products and wastes. These hazards include:
–– pipeline and storage tank leaks and ruptures;
–– explosions and fires;
–– mechanical failures; and
–– chemical spills and other discharges or releases of
toxic or hazardous substances or gases.
These 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.
Although Orica maintains property, business interruption
and casualty insurance of types and in the amounts that it
considers is customary for the chemicals industry, Orica is
not fully insured against all potential hazards incidental to
its business.
Orica manufactures a number of hazardous materials,
including ammonium nitrate, which is used to produce
explosives and is subject to the risk of explosion and may
be the target of malicious attacks.

10.1.8 Explosions
There are hazards associated with the manufacture,
storage, distribution and use of explosives and related
products, including malfunction or unintended explosion
of those products, which may cause personal injury
and/or loss of life, damage to property and contamination
of the environment. This may result in a suspension of
operations and legal claims that could materially impact
Orica’s earnings.

10.1.9 Major supply contracts

Orica periodically examines new acquisition opportunities,
which may relate to existing businesses or to new areas
of operation for Orica. Orica also pursues divestment
strategies from time to time. Acquisitions and divestments
may lead to a change in the source of Orica’s earnings,
result in variability in earnings over time and may give rise
to liabilities.

Orica has a number of major supply contracts for products
and raw materials, including contracts for the supply
of ammonium nitrate, which are due to expire over the
short and medium term. If Orica is not able to renew
these contracts or negotiate new contracts with alternate
suppliers on terms that are no less favourable than the
current contracts, this may have an adverse impact on
Orica’s earnings.

Integration of new businesses into Orica may be costly and
may occupy a large amount of Orica management’s time.

10.1.10 Increased input costs

10.1.6 Plant construction
As part of its growth strategy, Orica is constructing and
may seek to construct new production plants in the future.
There are risks associated with the construction of new
plants, which may materially increase the costs of the plant
or significantly delay the completion of the construction
of the plant and therefore have an adverse effect on
the earnings or growth prospects of Orica. These risks
include increased costs of materials or service providers,
changes of specifications, failure to receive, or delay

Orica is currently facing increased raw material costs
throughout its business units, such as for gas and
ammonia to produce ammonium nitrate and steel to
produce bolts. While some of Orica’s major customer
contracts contain mechanisms whereby increases in major
raw material costs can be passed through to customers,
to the extent that the costs cannot be passed through to
customers in a timely manner, Orica’s earnings could be
impacted adversely.
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10.1.11 Employee retention

10.1.17 Exposure to industries serviced by Orica

Orica’s continued success depends in part on the ability
of its executive officers, management, employees,
contractors and consultants to operate effectively, both
individually and as a group. Further, Orica’s success also
depends on its ability to attract and retain highly skilled
and qualified management and personnel. As occurs with
most businesses, Orica may find it difficult to hire and
retain key personnel at times and key Orica personnel may
be sought by Orica’s competitors. Orica has contracts of
service or employment with its key personnel; however,
it cannot ultimately prevent termination of these contracts.
While every effort is made to retain key employees, the
loss of a number of key personnel may adversely affect
the earnings or growth prospects of Orica.

Orica’s business groups operate across a range of
industries. These industries include, but are not limited
to, mining, infrastructure and chemicals. Orica’s financial
performance will continue to be sensitive to the level
of activity within these industries. The level of activity
in some of these sectors is cyclical and sensitive to a
number of factors, including the level of gross domestic
product in the countries in which Orica operates, oil and
other commodity prices, foreign currency movements,
environmental issues and industry specific factors.

10.1.12 Industrial disputes, work stoppages
and accidents
Interruptions at Orica’s workplaces arising from industrial
disputes, work stoppages and accidents may result in
production losses and delays. Renegotiation of collective
agreements may increase costs and may involve disputes.

10.1.13 Regulatory obligations and changes
Legal and regulatory obligations, requirements and
restrictions may affect Orica’s operational and financial
performance, through penalties, liabilities, restrictions on
activities, and compliance and other costs.
Orica operates in a number of regulated industries and is
subject to a range of industry-specific and general legal and
other regulatory controls (including licensing requirements
and operating permits), which may change over time.

10.1.14 Commodity price movements
Each of Orica’s businesses is sensitive to commodity price
risks in various forms and degrees of impact. While Orica’s
business model is primarily dependent on mining volumes,
rather than commodity prices, Orica may have some
exposure to changes in commodity prices through the
potential impact on its customers’ operations. There is
no guarantee that Orica has identified or will manage
appropriately future commodity price movements.
Failure to do so may have a material impact on the
operating and financial performance of Orica.

10.1.15 Growth strategy execution
Orica may not be able to execute effectively the strategies
for its businesses. In addition to acquisitions of businesses,
Orica also plans to grow through expansions of its existing
businesses. Expansions could expose Orica to additional
and unforeseen risks and costs, including regulatory and
other costs associated with operation in industries in which
it previously has not operated, and may strain financial and
management resources.

10.1.16 Competitors’ actions
Orica operates in highly competitive sectors and has a
broad range of competitors across its global operations.
In the past, competitors have undertaken actions intended
to reduce Orica’s market share or earnings. Competitors
may undertake similar actions in the future, including
attempts, which may or may not be successful, to sell
products to Orica’s customers in place of Orica.

10.2 Additional risks
10.2.1 Global economic downturns
Orica’s operating and financial performance is influenced
by a variety of general economic and business conditions,
including the level of inflation and government fiscal,
monetary and regulatory policies, across the range of
countries in which Orica operates.
In recent times, the global economy has experienced a
range of adverse effects, including capital and liquidity
issues, weak consumer confidence, slowing demand,
high material costs and a weak property market. Future
weakness in economic conditions is expected to generally
decrease demand for Orica’s products and may result
in an adverse impact on Orica’s operating and financial
performance. These effects may occur over a short or
long period.
In particular, Orica’s earnings are influenced by the
demand for global commodity resources, which is
supported currently by infrastructure development and
the demand for energy in China. If China’s economic
growth declines or there is a reduction in China’s demand
for infrastructure and energy, Orica’s earnings may be
affected adversely.

10.2.2 Market risks
There are risks associated with any investment in
an ASX-listed company. The share prices for many
listed companies have, in recent times, been subject
to substantial fluctuations and may experience such
fluctuations in the future.
The price of Orica Shares may fluctuate depending on
the financial condition and operating performance of
Orica, as well as other external factors over which Orica
and Orica Directors have no control. These external
factors include:
–– economic conditions in Australia and overseas;
–– investor sentiment in the local and international stock
markets;
–– changes in fiscal, monetary, regulatory, taxation and
other government policies; and
–– other factors such as international hostilities and acts
of terrorism.
No assurance can be given that Orica’s share price will
not be adversely affected by any such market fluctuations
or factors.
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10.2.3 Political climate and country-specific
conditions
Orica has operations in more than 50 countries and sells
into over 100 countries, including some with developing
legal, regulatory and political systems, which are subject to
dynamic change. The profitability of each of Orica’s foreign
operations, and its ability to maintain and repatriate funds
from them, may be impacted adversely by:
–– changes in the fiscal or regulatory regimes applying
in the relevant jurisdictions (some of which may
involve a greater degree of administrative discretion
than Australia);
–– changes in, or difficulties in interpreting and
complying with, the local laws and regulations of
different countries, including tax, labour and foreign
investment laws;
–– nullification, modification or renegotiation of, or
difficulties or delays in enforcing, contracts with clients
or joint venture partners which are subject to local law;
–– possible expropriation of Orica’s assets by foreign
governments; and
–– reversal of current political, judicial or administrative
policies encouraging foreign investment or foreign
trade, or relating to the use of local agents,
representatives or partners in the relevant jurisdictions.
In addition, some countries are susceptible to greater
political, social or economic instability than Australia.
Sustained periods of instability in a particular country may
affect Orica’s operating and financial performance. Orica
already has exposure to countries that present a higher risk
profile in this regard.
In addition, in certain countries (including Australia), Orica
may encounter unexpected infrastructure (such as port or
rail) bottlenecks, which may result in delays in the delivery
of products to customers.

10.2.4 Terrorism
Orica’s operations and earnings may be affected by acts
of terrorism, either directly through business disruption
or indirectly through the impact on business conditions
in any of the countries in which Orica operates.

10.2.5 Credit market conditions and repayment/
refinancing obligations
Orica has existing debt on its balance sheet and its ability
to refinance that debt on favourable terms as it becomes
due or to repay the debt, its ability to raise further
finance on favourable terms for its business and to pursue
opportunities, and its borrowing costs, will depend upon
market conditions and Orica’s operating performance.
Debt refinancing over the next several years is likely to be
at a higher interest margin than existing arrangements.
Orica aims to limit ongoing exposure to adverse
fluctuations in interest rates by transacting interest rate
hedges (derivatives) and other risk mitigation measures.
In addition, a negative change in Orica’s credit rating
would, should it occur, have an adverse effect on its
ability to borrow and its cost of funds.
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10.2.6 Interest rates
Orica, as a borrower of money, will be potentially exposed
to adverse movements in interest rates. Orica manages its
interest rate risk to minimise the adverse impact of interest
payments on existing core debt. Orica’s interest rate
hedging policy permits the use of derivative instruments
such as interest rate swaps as hedges of interest rate
exposure. Orica may have residual exposure that may
result in an adverse impact on its financial performance.

10.2.7 Foreign exchange rates
Orica, as a company which operates in many countries
around the world, is exposed to movements in exchange
rates, the impact of which cannot be predicted reliably.
Orica manages its foreign exchange risk to minimise the
adverse impact of currency movements on its reported
consolidated results, balance sheet and cash flows. Orica’s
foreign exchange hedging policy permits the use of
derivative instruments such as forwards, swaps, bought
options and foreign currency borrowings as hedges of
foreign currency. Equally, use of such instruments may limit
benefits available from favourable currency movements.
Orica may have residual exposure that may result in an
adverse impact on its financial performance.

10.2.8 Orica SPS
In 2006, Orica issued $500 million of Orica Step-up
Preference Securities (Orica SPS). The distribution rate
of the Orica SPS is 1.35% above the 180 day bank bill
swap rate on the first business day of each semi-annual
distribution period. These Orica SPS have no fixed maturity
date. In November 2011, there is a remarketing date, at
which time Orica can seek to change certain terms of
the Orica SPS, including the distribution rate, with the
agreement of holders. Rather than remarketing the Orica
SPS, Orica has the right to repurchase the securities for
cash or convert them into a variable number of Orica
Ordinary Shares in November 2011 (or earlier in certain
circumstances) or to do nothing and allow the Orica SPS
to continue on issue at a higher distribution rate, being
2.25% above the current distribution rate. There is no
certainty as to which of these alternatives Orica will pursue
or as to the availability or cost of alternative sources of
funds should Orica choose to repurchase the Orica SPS.

10.2.9 Taxation
Variations in the taxation laws of Australia and the other
countries in which Orica operates could affect Orica’s
financial performance materially. The interpretation of
taxation law could also change, leading to a change in
taxation treatment of investments or activities. Consistent
with other companies of the size, financing complexity
and diversity of Orica, Orica is the subject of periodic
information requests, investigations and audit activities
by the ATO and tax authorities in other jurisdictions in
which Orica operates.

10 Risk factors associated with an investment in Orica Shares

Brazilian tax action
The Brazilian taxation authority is claiming unpaid
taxes relating to the 1997 financial year of approximately
$25 million. ICI plc, the vendor of the relevant business
to Orica, has been notified to preserve Orica’s rights
under the tax indemnity obtained upon acquisition
of the business. The Brazilian taxation authority has
been granted security over the Lorena site in relation to
these matters. Some additional security may be given
as the matter progresses through to the civil courts of
law in Brazil.
Tax audit – 1998 sale of pharmaceuticals business
On 13 October 2004, Orica Limited received a notice of
amended assessment from the ATO for $210.3 million
(primary tax of $95.3 million, penalties of $23.8 million
and interest of $91.2 million). The amended assessment
relates to the sale of the pharmaceuticals business to
Zeneca in September 1998.
On 9 November 2004, Orica lodged an objection against
the amended assessment. On 10 March 2005, the ATO
disallowed the objection and, in March 2005, Orica
applied to have the matter dealt with by the Federal Court.
On 28 March 2006, the ATO advised Orica of an error
with the interest calculation in relation to the amended
assessment, reducing the interest component by
$10.2 million. On the basis of the 50% arrangement,
Orica Limited received a refund of $5.1 million from the ATO.
The Federal Court heard the case from 5 to 6 October 2009
before Justice Sundberg. Judgement was delivered on
10 March 2010. The Federal Court only partially allowed
Orica’s appeal against the amended assessments. The effect
of the Federal Court judgement was that the ATO’s claim
was, for the most part, upheld.
Following the Federal Court’s decision, Orica recognised
$192 million after tax as an individually material item
in its financial statements for the half year ending
31 March 2010.
Orica has appealed the decision to the Full Federal Court.
The appeal hearing is pending.
Orica may lose the appeal, in which case it may be liable
for additional costs, penalties and interest.
Norway – letter from Central Tax Office for
Large Enterprises
In August 2009, the Central Tax Office for Large
Enterprises (CTO) sent a letter to Dyno Nobel AS in
Norway regarding a possible reassessment of that
company’s tax return for the 2005 income year relating to
a transfer of the Dyno Nobel house brand in conjunction
with Orica’s acquisition of Dyno Nobel’s explosives
business. The amount of the possible reassessment is
approximately $50 million. Orica has been advised that
there is no legal basis under the Norwegian Tax Code for
such a reassessment.
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10.2.10 Accounting
Changes in accounting or financial reporting standards
may impact the financial performance of Orica adversely.

10.2.11 Future dividends and franking capacity
Historically, Orica has paid regular dividends to Orica
Ordinary Shareholders. The declaration of dividends
is at the discretion of the Orica Board and there is no
assurance that Orica will continue to pay dividends at
any particular level or with any particular regularity in the
future. Historically, Orica has franked some proportion of
the dividends paid to Orica Ordinary Shareholders. There
is no assurance as to what level, if any, Orica will be able
to frank dividends in the future; however, it is likely that
franking of Orica shares will decrease post Demerger due
to loss of Australian taxed revenue earned by DuluxGroup.

10.2.12 Reduced diversification
Following the Demerger, Orica will be a smaller and less
diversified company than it was prior to the Demerger.
The effect of an adverse event in the mining or chemicals
businesses of Orica will no longer be able to be offset
to any extent by significant favourable developments
in DuluxGroup. Accordingly, the proportionate impact
of an adverse development on the value of an Orica
Ordinary Share following the Demerger can be expected
to be more significant than the impact of the same
adverse development on the current value of an Orica
Ordinary Share.

10.2.13 Weather conditions and natural disasters
Orica and its investments operate in industries whose
performance may be affected materially by weather
conditions or other natural disasters. For example,
floods may impact on the level of production at mine
sites serviced by Orica and fires and earthquakes may
destroy Orica’s manufacturing plants. While there are
no direct weather controls, the risks associated with
rainfall and other weather conditions can be partially
mitigated through a geographically diverse sales base,
which reduces the impact of adverse weather conditions
in a particular region.

10.2.14 Other risks
The risks outlined in this Section are not exhaustive
of the risks faced by Orica Shareholders. The risks
outlined in this Section and other risks may affect the
future performance of Orica materially. Accordingly,
no assurances or guarantees of future performance,
profitability, distributions, return of capital or market
price are given by Orica.
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www.kpmg.com.au

GPO Box 2291U
Melbourne Vic 3001
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The Directors
Orica Limited
1 Nicholson Street
East Melbourne VIC 3002
24 May 2010

Dear Directors

Investigating Accountant’s Report and Financial Services Guide
Investigating Accountant’s Report
Introduction
KPMG Transaction Services (Australia) Pty Limited (“KPMG Transaction Services”) has been
engaged by Orica Limited (“Orica”) to prepare this report for inclusion in the Scheme
Document to be dated on or about 28 May 2010 (“Scheme Document”), and to be issued by
Orica, in respect of the proposed demerger of the DuluxGroup businesses (“DuluxGroup”) from
Orica.
Expressions defined in the Scheme Document have the same meaning in this report.

Scope
KPMG Transaction Services has been requested to prepare a report covering the Pro Forma
Historical Financial Information described below and disclosed in the Scheme Document.
The Pro Forma Historical Financial Information is presented in an abbreviated form in the
Scheme Document insofar as it does not include all of the disclosures required by the Australian
Accounting Standards applicable to annual financial reports prepared in accordance with the
Corporations Act 2001.

Review of Pro Forma Historical Financial Information
The Pro Forma Historical Financial Information, as set out in sections 6.2, 6.3, 6.4 and sections
9.2, 9.3 and 9.4 of the Scheme Document, comprises the pro forma, unaudited:
•

DuluxGroup’s pro forma historical balance sheet as at 31 March 2010, pro forma historical
income statements before net financing activities and tax for the years ended 30 September
2007, 2008 and 2009 and six months ended 31 March 2010, and pro forma net operating

KPMG, an Australian partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG
International, a Swiss cooperative.
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cash flows before net financing activities and tax and after capital expenditure for the years
ended 30 September 2007, 2008 and 2009 and six months ended 31 March 2010; and
•

Orica, excluding DuluxGroup’s, pro forma historical balance sheet as at 31 March 2010, pro
forma historical income statements before net financing activities and tax for the years
ended 30 September 2007, 2008 and 2009 and six months ended 31 March 2010, and pro
forma historical statements of cash flows before net financing activities and tax and after
capital expenditure for the years ended 30 September 2007, 2008 and 2009 and six months
ended 31 March 2010.

The Pro Forma Historical Financial Information has been derived from the Historical Financial
Information of Orica, extracted from the audited financial statements of Orica for the years
ended 30 September 2007, 2008 and 2009 and the reviewed financial statements for the six
months ended 31 March 2010 and Orica management information (“the Orica Historical
Financial Information”), after adjusting for the pro forma transactions and/or adjustments
described in section 6.1, 6.4 and section 9.1 and 9.4 of the Scheme Document.
The financial statements of Orica for those periods were audited or reviewed by KPMG in
accordance with Australian Auditing Standards. The audit opinions and review report issued to
the members of Orica relating to those financial statements were unqualified.
For the purposes of preparing this report, we have reviewed the Pro Forma Historical Financial
Information in order to state whether, on the basis of the procedures described, anything has
come to our attention that causes us to believe that the Pro Forma Historical Financial
Information is not prepared, in all material respects, on the basis of the pro forma transactions
and/or adjustments described in section 6.1, 6.4 and section 9.1 and 9.4 of the Scheme
Document, and in accordance with the recognition and measurement principles prescribed in
Accounting Australian Accounting Standards (including the Australian Accounting
Interpretations), and accounting policies adopted by Orica as disclosed in Orica’s half year
financial report for the half year ended 31 March 2010 and annual financial report for the year
ended 30 September 2009.
We have conducted our review in accordance with Australian Auditing Standards applicable to
review engagements. We made such enquiries and performed such procedures as we, in our
professional judgement, considered reasonable in the circumstances, including:
•

a review of the extraction of Orica’s Historical Financial Information from the audited
financial statements of Orica for the years ended 30 September 2007, 2008 and 2009 and the
reviewed financial statements for the six months ended 31 March 2010;

•

analytical procedures on the Pro Forma Historical Financial Information for the years ended
30 September 2007, 2008 and 2009 and six months ended 31 March 2010;

2
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•

review of the pro forma transactions and/or adjustments made to the Orica Historical
Financial Information;

•

a review of Orica’s work papers, accounting records and other documents;

•

a comparison of consistency in application of the recognition and measurement principles in
Australian Accounting Standards (including the Australian Accounting Interpretations), and
the accounting policies adopted by Orica as disclosed in Orica’s half year financial report
for the half year ended 31 March 2010 and in Orica’s annual financial report for the year
ended 30 September 2009; and

•

enquiry of directors, management and others.

The procedures do not provide all the evidence that would be required in an audit, thus the level
of assurance provided is less than given in an audit. We have not performed an audit and,
accordingly, we do not express an audit opinion.
Our review has not been carried out in accordance with auditing or other standards and practices
generally accepted in jurisdictions other than Australia (such as the United State of America),
and accordingly should not be relied upon as if it had been carried out in accordance with those
standards and practices.

Directors’ responsibilities
The directors of Orica are responsible for the preparation and presentation of the Historical
Financial Information and the Pro Forma Historical Financial Information, including the
determination of the pro forma transactions and/or adjustments.
The directors’ responsibility includes establishing and maintaining internal controls relevant to
the preparation of the financial information in the Scheme Document that is free from material
misstatement, whether due to fraud or error.

3
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Review statements
Review statement on the Pro Forma Historical Financial Information
Based on our review, which is not an audit, nothing has come to our attention that causes us to
believe that the Pro Forma Historical Financial Information, as set out in sections 6.2, 6.3, 6.4
and sections 9.2, 9.3 and 9.4 of the Scheme Document and comprises:
•

DuluxGroup’s pro forma historical balance sheet as at 31 March 2010, pro forma historical
income statement before net financing activities and tax for the years ended 30 September
2007, 2008 and 2009 and six months ended 31 March 2010, and pro forma net operating
cash flows before net financing activities and tax and after capital expenditure for the years
ended 30 September 2007, 2008 and 2009 and six months ended 31 March 2010; and

•

Orica, excluding DuluxGroup’s, pro forma historical balance sheets as at 31 March 2010,
pro forma historical income statements before net financing activities and tax for the years
ended 30 September 2007, 2008 and 2009 and six months ended 31 March 2010, and pro
forma historical statements of cash flows before net financing activities and tax and after
capital expenditure for the years ended 30 September 2007, 2008 and 2009 and six months
ended 31 March 2010,

is not prepared, in all material respects, on the basis of the pro forma transactions and/or
adjustments described in sections 6.1, 6.4 and sections 9.1 and 9.4 of the Scheme Document,
and in accordance with the recognition and measurement principles prescribed in Australian
Accounting Standards (including the Australian Accounting Interpretations), and accounting
policies adopted by Orica as disclosed in Orica’s half year financial report for the half year
ended 31 March 2010 and annual financial report for the year ended 30 September 2009.

Independence
KPMG Transaction Services does not have any interest in the outcome of the proposed scheme
of arrangement, other than in connection with the preparation of this report and participation in
due diligence procedures for which normal professional fees will be received. KPMG is the
auditor of Orica and from time to time, KPMG also provides Orica with certain other
professional services for which normal professional fees are received.

General advice warning
This report has been prepared, and included in the Scheme Document, to provide investors with
general information only and does not take into account the objectives, financial situation or
needs of any specific investor. It is not intended to take the place of professional advice and
investors should not make specific investment decisions in reliance on the information
contained in this report. Before acting or relying on any information, an investor should
consider whether it is appropriate for their circumstances having regard to their objectives,
financial situation or needs.

4
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KPMG Transaction Services has consented to the inclusion of this Investigating Accountant’s
Report in the Scheme Document in the form and context in which it is so included, but has not
authorised the issue of the Scheme Document. Accordingly, KPMG Transaction Services
makes no representation regarding, and takes no responsibility for, any other statements, or
material in, or omissions from, the Scheme Document.
Yours faithfully

Nick Harridge
Director
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www.kpmg.com.au

GPO Box 2291U
Melbourne Vic 3001
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Financial Services Guide
Dated 24 May 2010
KPMG Transaction Services (Australia) Pty Limited ABN 65 003 891 718, Australian
Financial Services Licence Number 245402 (KPMG or we or us or our as appropriate) has
been engaged Orica Limited (Company) to provide an Investigating Accountant’s Report
(Report) in relation to the demerger of the DuluxGroup businesses from Orica (Transaction)
for inclusion in the Scheme Document to be dated on or about 28 May 2010 (Document)
prepared by the Company.
Purpose of this Guide
This Guide is designed to help retail clients to decide how to use our Report. It includes
information about:
•

who we are and how we can be contacted

•

the services we are authorised to provide under our licence

•

how we and our staff are paid

•

any relevant associations or relationships we have

•

how complaints are dealt with; and

•

the compensation arrangements we have in place.

The Document contains information about significant benefits, risks, fees and other charges and
other information about the Transaction.
Financial services we are licensed to provide
We hold an Australian Financial Services Licence, which authorises us to provide financial
product advice in relation to:
•

Interests in managed investments schemes (excluding investor directed portfolio services)

•

Securities (such as shares and debentures).

Our responsibility to you
We provide financial product advice when engaged to prepare a report in relation to a
transaction relating to one of these types of financial products. You have not engaged us directly
but have received a copy of the Report because of your connection to the Transaction.
We are responsible and accountable to you for ensuring that there is a reasonable basis for the
conclusions in our Report.
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General Advice
Our report only contains general advice, because it has been prepared without taking into
account your personal objectives, financial situation or needs.
You should consider the appropriateness of the general advice in our Report having regard to
your circumstances before you act on our Report.
You should also consider the other parts of the Document before making any decision in
relation to the Transaction.
Fees we may receive
We charge fees for preparing reports. These fees will usually be agreed with, and paid by, the
financial product issuer. Fees are agreed on either a fixed fee or a time cost basis. In this
instance, Orica Limited has agreed to pay us approximately $350,000 for preparing the Report.
KPMG and its officers, employees, representatives, related entities and associates will not
receive any other fee or benefit in connection with the provision of the Report.
Referrals
We do not pay commissions or provide any other benefits to any person for referring customers
to us in connection with the reports that we are licensed to provide.
Associations and relationships
Through a variety of corporate and trust structures KPMG is controlled by and operates as part
of KPMG’s Australian professional advisory and accounting practice (the KPMG
Partnership). Our directors may be partners in the KPMG Partnership.
From time to time KPMG, the KPMG Partnership and related entities (KPMG entities) may
provide professional services, including audit, tax and financial advisory services, to companies
and issuers of financial products in the ordinary course of their businesses.
KPMG entities have, over the past two years, provided a range of audit, tax and advisory
services to Orica and for which professional fees have been received. None of those services
have related to the Transaction or alternatives to the Transaction other than as detailed above.
No KPMG entity has any interest in the Company or any other interested party to the
Transaction.
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Remuneration or other benefits received by our representatives
KPMG officers, employees and representatives receive a salary or a partnership distribution
from the KPMG Partnership. Our employees are eligible for bonuses based on overall
productivity but not directly in connection with any engagement for the provision of a report.
Complaints resolution
Internal complaints resolution process
If you have a complaint, please let us know. Formal complaints should be sent in writing to The
Complaints Officer, KPMG, PO Box H67, Australia Square, Sydney NSW 1213.
When we receive a written complaint we will record the complaint, acknowledge receipt of the
complaint within 5 days and investigate the issues raised. As soon as practical, and not more
than 45 days after receiving the written complaint, we will advise you in writing of our response
to your complaint.
External complaints resolution process
If we cannot resolve your complaint to your satisfaction within 45 days, you can refer the matter
to the Financial Ombudsman Service (FOS) of which we are a member. FOS is an independent
company that has been established to provide free advice and assistance to consumers to help in
resolving complaints relating to the financial services industry.
Further details about FOS are available at the FOS website www.fos.org.au or by contacting
them directly at:
Address:
Telephone:
Facsimile:
Email:

Financial Ombudsman Service Limited, GPO Box 3, Melbourne Victoria 3001
1300 78 08 08
(03) 9613 6399
info@fos.org.au.

The Australian Securities and Investment Commission also has a freecall infoline on
1300 300 630 which you may use to obtain information about your rights.
Compensation arrangements
KPMG has professional indemnity insurance cover as required by the Corporations Act.
Contact details
You may contact us using the contact details set out at the top of the letterhead on the first page
of this Guide.
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The Directors
Orica Limited
1 Nicholson Street
Melbourne Vic 3000
Dear Directors
Demerger of DuluxGroup Limited from Orica Limited
1

Introduction
On 21 July 2008, Orica Limited (“Orica”) announced a proposal to separate Orica’s Consumer Products
business into a separately listed company. To facilitate the Demerger, Orica incorporated DuluxGroup
Limited (“DuluxGroup”) as a public company on 24 September 2008. The demerger was expected to be
completed in February 2009. However, on 7 November 2008, Orica announced the indefinite deferral of
the demerger as a result of the extreme volatility in the equity and financial markets at the time.
On 3 May 2010, Orica announced its intention to proceed with the demerger of the Consumer Products
business (renamed DuluxGroup) (the “Demerger”). The Demerger is to be effected by a capital
reduction, demerger dividend and a scheme of arrangement between Orica and its ordinary shareholders.
Orica will transfer the DuluxGroup business to DuluxGroup and its subsidiaries prior to the Demerger
becoming effective. The following steps will be implemented if the Demerger is approved:



plied

sup for DuluxGroup, which is expected to have net
Orica will establish an independent capital
bestructure
PDF to
debt of approximately $2451 million immediately following the Demerger;



Orica will distribute the shares in DuluxGroup to Orica ordinary shareholders by way of a capital
reduction (totalling approximately $216 million) and a demerger dividend (the amount of which will
be based on the volume weighted average price (“VWAP”) of DuluxGroup shares in the first five
days of trading);



the capital reduction and demerger dividend will be applied by Orica on behalf of Orica ordinary
shareholders as payment for shares in DuluxGroup (no cash payment will be made to Orica ordinary
shareholders as a result of the capital reduction or the demerger dividend);



each eligible Orica ordinary shareholder will receive one new share in DuluxGroup for every Orica
ordinary share they hold on the record date for the Demerger;



Orica will continue to own the Orica Mining Services, Minova and Orica Chemicals businesses and
will retain its listing on the Australian Securities Exchange (“ASX”); and



DuluxGroup will apply to the ASX for DuluxGroup shares to be separately listed on the ASX.

Following the Demerger there will be no cross-shareholdings between Orica and DuluxGroup, other than
a small number of DuluxGroup shares that may be held by a subsidiary of Orica as trustee for employees
under the Orica Share Acquisition Plan. There will, however, be one common Orica and DuluxGroup
Director (Garry Hounsell) and certain contractual arrangements have been entered into between Orica and
DuluxGroup in relation to the separation of the businesses and ongoing supply arrangements.

1

Includes $12.1 million provision for trade card liability.
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Orica ordinary shareholders with registered addresses in certain jurisdictions outside Australia (“ineligible
overseas shareholders”) will not receive DuluxGroup shares. An agent has been appointed by Orica to
sell those DuluxGroup shares on behalf of ineligible overseas shareholders. Ineligible overseas
shareholders will receive in cash the net proceeds of the sale of those shares to which they would
otherwise have been entitled, free of any duties and brokerage costs.
In addition, eligible ordinary shareholders in Australia and New Zealand who hold 1,000 Orica shares or
fewer may elect to have their DuluxGroup shares sold on the ASX under a share sale facility, free of any
duties and brokerage costs (“electing shareholders”).
The effect of the Demerger is that, immediately following the Demerger, eligible Orica ordinary
shareholders (other than electing shareholders) will hold an equal number of shares in Orica and in
DuluxGroup. The ownership interests of eligible shareholders (other than electing shareholders) in
DuluxGroup will be equal to their ownership interest in Orica immediately prior to the Demerger.
The Demerger requires the following approvals:



approval of the capital reduction by Orica ordinary shareholders and Orica step-up preference
security (“Orica SPS”) holders at a general meeting;



approval of the scheme of arrangement by Orica ordinary shareholders under Section 411 of the
Corporations Act, 2001 (“the Corporations Act”). Under Section 411 a scheme of arrangement must
be approved by a majority in number (i.e. at least 50%) of Orica ordinary shareholders present and
voting (either in person or by proxy) at the meeting and by Orica ordinary shareholders representing
at least 75% of the votes cast on the resolution;



approval by the Victorian Supreme Court at a hearing following the shareholder votes referred to
above; and
plied



approval of admission of DuluxGroup to the Official List of ASX.
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The resolutions to approve the capital reduction and scheme of arrangement are interdependent. Failure
to approve either of these resolutions will result in the Demerger not proceeding.
Orica SPS holders are not entitled to, and will not, participate in the capital reduction, the demerger
dividend or the scheme of arrangement. Orica SPS holders are entitled to vote on the capital reduction
resolution but are not entitled to vote on the scheme of arrangement. No demerger dividend will be paid
to the Orica SPS holders in connection with the Demerger.
The Directors of Orica have engaged Grant Samuel & Associates Pty Limited (“Grant Samuel”) to
prepare an independent expert’s report setting out whether, in its opinion, the Demerger is in the best
interests of Orica shareholders and to state reasons for that opinion. Grant Samuel has also been
requested to give its opinion as to whether the capital reduction materially prejudices Orica’s ability to
pay its creditors. This letter contains a summary of Grant Samuel’s opinion and main conclusions,
includes all material information that is contained in the full report and will accompany the Notices of
Meeting and Explanatory Memorandum (“Demerger Scheme Booklet”) to be sent to shareholders by
Orica. The full independent expert’s report from which this summary has been extracted will be available
on the Orica website or available to Orica shareholders on request.
2

Summary of Opinion
Immediately following the Demerger, Orica ordinary shareholders (except ineligible and electing
shareholders) will essentially hold the same investment interests that they currently hold in Orica,
although these interests will be split into two parts: a shareholding in Orica and a separate
shareholding in DuluxGroup. The Demerger will not result in a change in ownership or economic
interest, and there will be no value leakage (except to the relatively minor extent of the transaction
costs associated with the Demerger). Accordingly, the evaluation of the Demerger requires an
assessment as to whether the change in the corporate structure resulting from the Demerger is of
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itself likely to deliver greater value to shareholders over time than if the Demerger did not proceed.
This could occur if the Demerger:



results in an improvement in the underlying performance of the demerged businesses;



promotes a more positive sharemarket assessment of the value of the demerged businesses; or



improves the prospect that shareholders will receive full underlying value for the demerged
businesses, through a takeover or other change of control transaction.

Orica’s core businesses are major participants in the international mining services industry, with a
strategy focussed on leveraging technical superiority, innovation and scale to achieve strong growth
in the context of a rapidly growing global resources sector. The businesses are expected to have
extensive opportunities to expand, both organically and through acquisition. In the short to
medium term, at least, they are likely to require considerable funding.
The characteristics of the DuluxGroup business are very different. DuluxGroup is a manufacturer
and marketer of premium branded products with leading positions in the coatings, home
improvement and garden care markets in Australia and New Zealand. Although DuluxGroup has
a small start up operation in China, the business is essentially focussed on the domestic Australian
and New Zealand markets. Its key competitive advantage is a number of very powerful consumer
brands, supported by ongoing research and development and a strong focus on customer service.
While the DuluxGroup business has delivered consistent earnings growth in recent years, it
operates in relatively mature markets. The DuluxGroup business is expected to be a strong
generator of positive cash flow.
Accordingly, DuluxGroup and the remainder of Orica have essentially nothing in common (other
than sharing some corporate services). The key management
skills required to run the brand
pplied
focussed DuluxGroup business are very
to be sufrom the skills required to run a growth oriented
PDFdifferent
global mining services business. DuluxGroup and the remainder of Orica have very different
growth and funding profiles and are likely to appeal to different sets of investors. Given these
differences, there appears to be good reason to expect that separation of DuluxGroup from the
remainder of Orica will over time yield real benefits.
There is nothing to suggest that DuluxGroup’s operation within the broader Orica corporate
vehicle has disadvantaged the business, either in terms of access to appropriate management or to
the capital required to support the business. The DuluxGroup business has achieved excellent
operational and financial performance in recent years and has essentially been self-funding.
However, it is reasonable to assume that, over time, the demerger of DuluxGroup will provide
opportunities for improvements in its performance. These may come about through greater Board
and management focus, improved transparency and market discipline in relation to the
performance of the DuluxGroup business, and an ability to incentivise management on a basis
directly related to the shareholder returns generated by DuluxGroup. While operating within the
Orica structure has not constrained DuluxGroup in terms of access to capital, it is conceivable that
in the future preferential funding of the larger and faster growing core mining services businesses
could make it more difficult for DuluxGroup to access the funding required to take advantage of
growth opportunities. On balance, Grant Samuel believes that there are reasonable prospects that
the demerger of DuluxGroup, over time, will improve the performance of the DuluxGroup
business.
In Grant Samuel’s view a more compelling advantage of the Demerger is that it will improve the
attractiveness of Orica and the demerged DuluxGroup from the perspective of investors and
potential investors. Orica appeals to global investors seeking resources sector exposure and capital
growth rather than yield. By contrast, the natural investors in DuluxGroup are likely to be
domestic Australian investors with a focus on yield. In particular, for foreign investors seeking
exposure to Orica’s global mining services businesses, the DuluxGroup business is at best an
irrelevancy and at worst potentially confusing and an investment disincentive.
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The Demerger will allow investors to make their own investment decisions about their relative
exposure to the Orica businesses and the DuluxGroup business, rather than having their
investment mix essentially dictated by the Orica corporate structure. Over time, it will allow those
investors who value most highly each of Orica and DuluxGroup to become the price-setting
investors for each company, which should ultimately reduce each company’s cost of equity and
improve its market rating. In the case of DuluxGroup, the Demerger should promote greater
transparency about its operations, strategy and future prospects than is likely to be achieved within
the larger Orica group, which should also help to enhance its investment appeal.
In addition to preserving shareholders’ opportunity to share in the upside potential of both Orica
and DuluxGroup, the Demerger is likely to improve shareholders’ prospects of realising full
underlying value through a takeover of either of the demerged entities. This will be particularly
relevant in the case of DuluxGroup which, prior to the Demerger, is a relatively small part of a
larger mining services group. Following the Demerger, DuluxGroup will have a significantly
smaller market capitalisation than Orica and will have a relatively open share register. There will
be no significant impediments to a takeover or other corporate activity involving DuluxGroup.
The disadvantages of the Demerger include some duplication of corporate costs, one-off transaction
costs and the prospect that DuluxGroup may incur higher borrowing costs than it would do within
the current Orica structure. While the one-off transaction costs of approximately $81 million and
the $13 million of additional annual corporate costs appear significant, they are not material in the
context of Orica’s size (pre-Demerger market capitalisation of approximately $9.6 billion and EBIT
for the year to 30 September 2009 of $1.08 billion2). In Grant Samuel’s view it is reasonable to
conclude that the costs and risks of the Demerger are outweighed by the expected benefits.
However, while the costs have an immediate impact on financial performance, the benefits
(management focus, optimisation of investment characteristics, etc.) may take longer to realise.
The evaluation of the Demerger is essentially subjective
ppliedas the benefits are not easily quantifiable
and cannot be empirically tested. The
to be suare, at least to some extent, a matter of investor
PDFbenefits
perception and the Demerger does not provide a guarantee of future performance. The question is
whether Orica and DuluxGroup over time are likely to deliver better returns to shareholders on a
demerged basis than as part of a single Orica. In Grant Samuel’s view, while none of the expected
benefits of the Demerger on its own is likely to justify the Demerger, the benefits are collectively
compelling. On balance, shareholders are likely ultimately to be better off if the Demerger
proceeds, notwithstanding the disadvantages and risks. Accordingly, Grant Samuel believes that
the Demerger is in the best interests of Orica ordinary shareholders.
3

Key Conclusions



The Board and management of Orica have considered a number of alternatives to demerging.
However the Orica Board believes the Demerger achieves the best possible outcome for
shareholders.
Orica has identified a number of the key advantages of the Demerger in the Demerger Scheme
Booklet:

2

x

better focus on strategies and core competencies, supported by separate boards and
management teams;

x

improved ability for DuluxGroup to pursue growth opportunities;

x

greater investor choice (for investors to make their own diversification decisions);

x

enhanced investor awareness (resulting from increased transparency);

x

independent capital structure and financial policies (tailored to each entities specific
operational and strategic objectives); and

Excludes individually material items.
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better alignment of DuluxGroup management incentives with performance.

The Board and management of Orica have considered a number of alternatives to demerging. The
primary alternatives considered were to:
x

continue with the status quo;

x

divest DuluxGroup by way of an initial public offering (“IPO”);

x

divest DuluxGroup through sale of the business on a trade sale basis; and

x

seek a joint venture partner for DuluxGroup.

Each of these alternatives has a number of advantages and disadvantages. Continuation with the
status quo would enable Orica to retain the diversification that it currently enjoys. However, there
are no material synergies between DuluxGroup and Orica and the businesses have different
strategies, growth and risk profiles and investment characteristics. An IPO would allow Orica to
realise cash proceeds for the DuluxGroup business. However, it is likely that any IPO would be
priced at a discount to full underlying value and would dilute existing shareholders’ exposure to
DuluxGroup. The sale of 100% of DuluxGroup by way of a trade sale has the potential to realise
full underlying value for DuluxGroup, but there are currently no proposals of this nature. In any
event, following the Demerger there should be nothing to prevent a takeover of DuluxGroup to
realise full underlying value for shareholders. The sale of a partial interest in DuluxGroup to a joint
venture partner could result in a partial cash return to Orica. However, it would result in an
unnecessarily complex ownership structure for the business (at least from an investment perspective)
and may not deliver full underlying value for DuluxGroup. Having considered the advantages and
disadvantages of these alternatives, the Orica Board believes the Demerger achieves the best
outcome for shareholders.



There will be no change in ownership orpp
economic
interest immediately following the
lied
be su
Demerger. However, the Demerger
PDF towill provide shareholders with increased flexibility in
managing their relative investment exposure to Orica’s businesses.
The Demerger does not result in any change in shareholders’ economic interests in the businesses
currently owned by Orica. Eligible Orica ordinary shareholders are entitled to receive one
DuluxGroup share for every Orica ordinary share they own. As a result, the relative ownership
interests held immediately after the Demerger by each Orica ordinary shareholder (other than
ineligible shareholders and electing shareholders) in Orica and DuluxGroup will be equal to their
ownership interest in Orica immediately prior to implementation of the Demerger.
However, the Demerger will provide shareholders with increased flexibility in managing their
investment exposure. The risk/return profile of Orica’s mining services businesses is quite different
from the risk/return profile of DuluxGroup’s consumer products businesses. Given the different
investment characteristics of the Orica and DuluxGroup businesses, it is likely that DuluxGroup and
Orica will appeal to very different sets of investors.
At present, shareholders must have an exposure to both the mining services and consumer products
businesses or no exposure at all. Following the Demerger, shareholders will be able to make their
own investment exposure decisions and shift their relative exposures to the strong cash flow, low
risk, domestic consumer products business of DuluxGroup or the high growth, global mining
services businesses of Orica, as they see fit.



The Demerger should result in greater focus and discipline of the boards and management of
the demerged entities.
The Demerger will result in the creation of two companies with separate boards and senior
management teams focussed on their respective businesses. Orica and DuluxGroup have very
different business characteristics and management requirements including in relation to
manufacturing, product development, brand management, marketing and customer support. The
challenge for Orica management will be to successfully manage what are expected to be strong rates
5
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of growth in a rapidly expanding global resources industry. By contrast, DuluxGroup’s objective
will be to preserve and if possible expand what are already very strong market shares in relatively
mature domestic markets, while simultaneously seeking out niche opportunities for expansion and
developing its start up business in China. The Demerger should help to ensure that each company
has a Board and management team focussed on its own particular challenges and requirements.
The Demerger may also result in enhanced financial disclosure and operational discipline, in
particular for DuluxGroup. The separation of DuluxGroup from Orica is likely to result in the
disclosure of additional information regarding DuluxGroup’s performance, which will make it easier
for brokers and investors to analyse the company’s performance and benchmark it against the
performance of its peer group companies. This enhanced transparency and the resulting increased
scrutiny should increase incentives for the DuluxGroup Board and management to improve
performance.
On one view, management’s performance and remuneration should be the same whether the
business sits within a wider group or as a standalone entity. However, the Demerger will allow a
more direct linkage between business performance and the remuneration of managers responsible
for that performance. In the current Orica structure, remuneration of key management is to some
extent linked to overall performance measures for Orica (including share price growth and total
shareholder return). The Demerger will allow each of Orica and DuluxGroup to link management
remuneration to its own share price performance, creating a more direct relationship between
remuneration and management performance, and more closely aligning the interests of shareholders
and management.



The demerged entities will have improved flexibility in pursuing their strategic objectives.
As a standalone company, DuluxGroup will be able to more readily pursue mergers and/or
acquisitions, alliances or other strategic transactions
dthat could add value to the business but that
supplie
may not have fitted or been a high
F to bewithin the larger Orica group. DuluxGroup will be able
PDpriority
to focus purely on achieving its own strategy without having to compete with the other Orica
businesses for board support and capital (although there is no evidence that DuluxGroup has
historically been starved of capital or thwarted strategically as a result of being part of the broader
Orica). Similarly, Orica will be able to assess all strategic opportunities available to it without
considering the needs of DuluxGroup.



There is the potential for DuluxGroup to be rated more highly by the sharemarket following
the Demerger.
Orica is ranked in the top 30 companies by market capitalisation on the ASX and is covered by over
ten research brokers. As part of its financial disclosures, Orica provides summarised financial
performance on a divisional basis. In theory, the combination of extensive analyst coverage and
divisional performance disclosure should enable the market to accurately determine values for both
the Orica and DuluxGroup businesses, as part of the overall process whereby analysts and the
broader market estimate an aggregate value for the group. As a practical matter, almost all the
analysts that cover Orica attribute a separate value to the consumer products businesses to be
transferred to DuluxGroup. Nonetheless, it appears reasonable to conclude that Orica’s current
structure, at least to some extent, militates against recognition in the Orica share price of the full
value of the DuluxGroup business.
One of the benefits typically associated with a successful Demerger is an enhanced market valuation
of the demerged entity, as a result of greater transparency about the demerged group’s operations,
strategy and future prospects than would otherwise be apparent in a larger group. This benefit is
more pronounced when the demerged entity is a small part of a larger group or operates in an
industry sector to which the market applies valuation parameters different from those that apply to
the larger group.
Orica has traditionally been researched by analysts that follow the mining sector, given Orica’s
focus on its mining services business. Following the Demerger, Orica will continue to be covered
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by mining sector analysts, whereas it is likely that DuluxGroup will be covered by consumer product
and/or building sector analysts. It is also arguable that historically, some investors and analysts may
not have fully understood the DuluxGroup business. There is the potential for DuluxGroup to be
rated more highly by the sharemarket following the Demerger:
x

higher levels of disclosure increase investors’ confidence in their ability to judge and value the
company;

x

as a separate listed entity, DuluxGroup will have a higher level of visibility to the investment
community;

x

more focussed research coverage will improve the understanding of the investment
community; and

x

as a smaller company with a different operational focus, DuluxGroup is likely to appeal to a
different set of investors than the investors who would generally invest in the broader Orica
group. By allowing these “natural investors” in DuluxGroup to become the price setting
investors, the Demerger has the potential to lower DuluxGroup’s cost of equity and lead to a
market re-rating.

On the other hand, the smaller size of, in particular, DuluxGroup, might reduce its investment appeal
to some investors. Orica has a market capitalisation of approximately $9.6 billion and is included in
all the major S&P/ASX market indices. The Demerger will result in Orica being split in two smaller
companies, although Orica will be significantly larger than DuluxGroup. The reduction in size, in
particular for DuluxGroup, may potentially reduce liquidity and therefore reduce the attractiveness
of Orica and DuluxGroup for some investors. In recent years, it appears that companies with larger
market capitalisations have attracted greater investor interest reflecting, in part, the deep and liquid
market for their shares and their relative importance to the performance of the market in general.
While Orica and DuluxGroup will have smaller market capitalisations than Orica before the
Demerger, it should be noted that:
pplied
x
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both entities will still be a meaningful
size (in the context of their respective peers). Orica in
particular will remain a very substantial company;

x

while it is possible that DuluxGroup may not be included in the S&P/ASX 100 Index (the cut
off is a market capitalisation of around $1 billion), both entities are expected to be included in
the S&P/ASX 200 Index, which is the key index for institutional investment purposes.
Accordingly, index based investors are likely to continue to hold both Orica and DuluxGroup
shares; and

x

both Orica and DuluxGroup would largely retain Orica’s (pre Demerger) relatively open and
diverse share register, which should promote deep and liquid markets for their shares.

The impact of the Demerger on the liquidity of the shares in the demerged entities, and the
consequent impact on investor interest, is difficult to predict with any confidence. However, in
Grant Samuel’s view the adverse effect on investor interest of lower liquidity (if any) is unlikely to
be significant.



The Demerger should enhance the prospects of a takeover offer for DuluxGroup.
Takeovers are an important mechanism by which shareholders can realise value in excess of
sharemarket prices as bidders will typically pay a premium to acquire control. The Demerger does
not involve a change of control (at least initially) as the same shareholders will own proportionally
the same shares in Orica and DuluxGroup. However, the Demerger should increase the likelihood
of shareholders receiving a takeover offer for DuluxGroup and enhance the prospects of achieving
full underlying value:
x

prior to the Demerger, Orica had a market capitalisation of approximately $9.6 billion. It is
one of the top 30 companies listed in the S&P/ASX 100 Index. Any acquisition of Orica
would be a very large and complex transaction. Following the Demerger, DuluxGroup will
have a significantly lower market capitalisation and will be more easily digested by a wider
range of potential acquirers;
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x

the mix of businesses in Orica (mining services combined with consumer products) may not
have appealed to a single bidder, adding complexity to any potential transaction. However
following the Demerger, both Orica and DuluxGroup will have less diversified businesses,
which is likely to increase their appeal to a wider range of potential acquirers; and

x

there will be no cross-shareholdings between the entities that would act as an impediment to a
takeover or change of control transaction.

The Demerger will result in various disadvantages, costs and risks. In Grant Samuel’s view,
however, these are unlikely to be material.
The Demerger does involve some disadvantages, costs and risks. These include:
x

the Demerger will result in the loss of some financial benefits that result from the operation of
two businesses within a single group. In particular, additional corporate costs will be incurred
in running two standalone companies. Although DuluxGroup already operates as a standalone
entity in most respects, as part of Orica it has the benefit of a single Board of directors, and it
shares with Orica corporate overheads in relation to ASX listing, compliance and regulatory
reporting requirements. In addition, the taxation, accounting, treasury, superannuation, legal,
insurance administration, company secretarial, information technology and human resources
(including payroll) functions are provided centrally.
Following the Demerger, DuluxGroup will be a standalone entity and will have to establish its
own corporate functions.
DuluxGroup has estimated that additional costs will be
approximately $13 million per year, broken down as follows:
DuluxGroup – Additional Corporate Costs ($ millions)
Cost
ASX listing fees

PD F

Board costs

Estimated additional
costs per year

pplied
to be su

1.0
2.0

Corporate finance / payroll costs

2.9

Corporate HR / superannuation / workers compensation

2.2

Other

4.9

Total

13.0

Source: Demerger Scheme Booklet
x

The Demerger will result in one-off transaction costs of approximately $81 million on a pre-tax
basis. These transaction costs will be allocated between Orica and DuluxGroup following the
Demerger as follows:
Demerger Costs (before tax) ($ millions)
Cost

Orica

DuluxGroup

Stamp duty and other taxes

36

-

Total
36

Re-branding / establishment costs

10

4

14

Advisory fees and other costs

31

-

31

Total

77

4

81

Source: Demerger Scheme Booklet

Approximately $20 million of these costs will have been committed prior to the Orica ordinary
shareholders’ meeting to approve the Demerger. The total one-off transaction costs, while
significant, are not material in comparison to the assets and market capitalisation of Orica.
Total transaction costs (before tax) represent approximately 0.8% of Orica’s current market
capitalisation;
x

DuluxGroup has no track record of operating as a standalone entity, notwithstanding that
DuluxGroup has operated autonomously of Orica’s other businesses. In addition, there is no
track record of the DuluxGroup Board working together. DuluxGroup will need to establish its

8

Orica Scheme Booklet

131

own treasury, legal, taxation, statutory financial reporting and, to some degree, information
technology support functions. Transitional arrangements have been put in place to assist with
the Demerger. Whilst these organisational changes involve some degree of risk, change is a
regular part of corporate development and any negative impact is unlikely to be material;
x

DuluxGroup is currently supported by Orica’s overall financing program, which enjoys a
BBB+ credit rating issued by Standard & Poor’s. As a standalone entity, DuluxGroup will no
longer have the financial support or credit profile associated with being part of the larger Orica
group, which over time is likely to increase its funding costs and limit its access to debt.
However, DuluxGroup’s business generates strong cash flows and operates in relatively mature
markets. Unless there is a dramatic change in the competitive outlook or overall market
dynamics facing DuluxGroup, it appears reasonable to conclude that DuluxGroup’s capital
structure and funding arrangements provide a prudent base for the future funding of the
business;

x

the smaller size of DuluxGroup as a standalone entity may exacerbate the impact of any
significant adverse events on the financial performance and operations of DuluxGroup. Such
adverse events could include:
-

a dramatic downturn in the Australian economy;

-

significant damage to DuluxGroup’s brands;

-

any loss of or unfavourable change in key customer relationships;

-

material damage to key manufacturing facilities; or

-

the impact of new entrants to the markets in which DuluxGroup operates.

The impact of these events would be less material for Orica in its current form (although the
absolute magnitude of the events would not change). While DuluxGroup would be more
vulnerable to such events due to its smaller
ed its strong brands and leading positions in
lisize,
be supp
mature markets should be a mitigant
PDF to to any adverse impact.
Orica will also be a smaller company following the Demerger. However, the reduction in its
size will be far less material. Its assets and market capitalisation will still be substantial. The
Demerger should not result in any significant increase in the impact of any adverse event on
the company;
x

x

ineligible overseas shareholders will not be entitled to participate in the Demerger. The
DuluxGroup shares that would otherwise have been issued to them, will be issued to a sale
agent and sold on ASX, with the proceeds remitted to the ineligible shareholders following the
sale of those shares. The ineligible shareholders may also pay tax on any profit on that
disposal (in their country of residence). However:
-

their DuluxGroup shares will be sold for market value;

-

they can acquire DuluxGroup shares through ASX following the listing if they wish to
retain an exposure; and

-

shareholders representing less than 0.1% of Orica’s listed capital are expected to be
impacted by these provisions;

it is possible that following the Demerger there will be some abnormal short term share trading
(share register transition) in both entities, in particular in DuluxGroup. Given that DuluxGroup
is a much smaller consumer products business currently operating in a larger mining services
company, the reality is that many Orica shareholders will have invested in Orica shares for the
mining services exposure rather than on account of the DuluxGroup business. The investment
mandates of some Orica shareholders may preclude their continued holding of DuluxGroup
shares. Accordingly, there may be some short term selling pressure following the Demerger.
On the other hand, it is also reasonable to expect that many Australian investors with a focus
on yield and a preference for franked dividends, who previously may not have invested in
Orica because of its international focus, will be interested in investing in DuluxGroup. The
short term net effect of these factors is difficult to forecast. In any event, DuluxGroup is
planning investment marketing campaigns and road shows in order to maximise awareness of
9
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and interest in the company following the Demerger. This should help to provide buying
support during any share register transition.
Apart from the increase in corporate costs and the one-off transaction costs associated with the
Demerger, these disadvantages and risks are not quantifiable. Assessment of their impact is
accordingly judgemental. Grant Samuel believes that these disadvantages and risks are unlikely to
have any material adverse consequences for Orica shareholders.



The Demerger is not expected to give rise to any adverse tax consequences for Australia
resident shareholders.
The Demerger is not expected to give rise to any adverse tax consequences for Australian resident
shareholders. Australian shareholders account for approximately 70% of Orica’s issued capital.
Shareholders should refer to Section 13 of the Demerger Scheme Booklet for more information
regarding the taxation implications of the Demerger and should consult their own professional
adviser if in any doubt as to their personal situation.
Orica shareholders who are not residents of Australia will not be subject to Australian capital gains
tax unless they hold (together with their associates) at least 10% (by value) of Orica shares or
DuluxGroup shares. The non-Australian taxation implications for non-Australian resident
shareholders will depend on the country of domicile of the shareholder. Non-Australian residents
should seek their own taxation advice in relation to the taxation impact of the Demerger.



Alternatives to the Demerger are not attractive.
The Demerger proposal reflects a recognition that there is little or no strategic or operational
commonality between DuluxGroup and the remainder of Orica. The Demerger addresses this
through the separation of DuluxGroup from Orica, although ownership of DuluxGroup (at least in
lied
the short term) stays with existing Orica shareholders.
be supp An alternative approach would be to separate
F to form
DuluxGroup from Orica throughPD
some
of divestment, with ownership transferred to third
parties. This could be achieved through a trade sale or IPO, or (hypothetically at least) on a partial
basis through some form of joint venture.
These alternatives have a range of disadvantages. Any divestment of 100% of DuluxGroup would
be likely to crystallise a capital gain and would result in value leakage by way of capital gains tax.
Divestment by way of an IPO would almost certainly realise less than full underlying value and (to
the extent that the IPO involved third party investors) would result in a dilution of the economic
interests of Orica shareholders. A partial divestment through some form of joint venture would have
additional disadvantages. In particular, a partial divestment would not address the disadvantages
from a market and investor perspective of holding two very different businesses within the single
corporate structure; in fact, a joint venture structure would be likely to exacerbate such
disadvantages.
The Demerger has none of the disadvantages associated with the alternatives. There is no value
leakage through the crystallisation of a capital gain, and no dilution in the economic interests of
Orica shareholders. Shareholders retain the prospect of realising full underlying value for the
DuluxGroup business through some future change of control transaction involving DuluxGroup. In
the absence of a fully priced offer to buy the DuluxGroup business on a trade sale basis (which
would have to be assessed on its merits), in Grant Samuel’s view the Demerger is clearly preferable
to alternative approaches to the divestment of DuluxGroup (whether by way of trade sale, IPO or
joint venture).



Grant Samuel has concluded that the benefits of the Demerger are collectively compelling and
that shareholders are likely to be better off if the Demerger proceeds, notwithstanding the
disadvantages and risks. Accordingly, in Grant Samuel’s view, the Demerger is in the best
interests of Orica shareholders.
The Orica and DuluxGroup businesses have essentially nothing in common (other than sharing some
corporate services). They have very different characteristics, strategies, growth and return profiles.
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They require different management capabilities and are likely to appeal to different set of investors.
There are no obvious reasons for them to operate within a single corporate structure.
In Grant Samuel’s view, it is reasonable to expect that the separation of Orica and DuluxGroup
achieved by the Demerger will, over time, improve the underlying performance of the businesses.
At the same time, the Demerger should enhance the investment appeal of the businesses, in part
because it will allow those investors that attribute greatest value to Orica and DuluxGroup to
become the price setting investors in each company. The Demerger should increase the prospects
for shareholders of realising full underlying value for DuluxGroup (and to a lesser extent Orica)
through a takeover transaction. Quantifying these benefits is not possible and their impact may
only become apparent over the medium term. It is likely that none on its own would justify the
Demerger. However, in Grant Samuel’s view the benefits are collectively compelling. The costs,
disadvantages and risks of the Demerger principally relate to one-off transaction costs and increased
corporate costs. These are not material having regard to the scale of the demerged Orica and
DuluxGroup.
Grant Samuel believes that Orica shareholders are likely to be better off if the Demerger proceeds,
notwithstanding the costs, disadvantages and risks. Accordingly, in Grant Samuel’s view, the
Demerger is in the best interests of Orica shareholders.



In Grant Samuel’s view, the capital return will not materially prejudice Orica’s ability to pay
its creditors.
As a result of the Demerger, Orica will be split into two separate entities. Certain of the existing
creditors of Orica (and its subsidiaries) will become creditors of DuluxGroup, while the remainder
will remain creditors of Orica.
To effect the Demerger, Orica will undertake a capital
d reduction and declare a demerger dividend.
lieused
uppbe
swill
The capital reduction and demerger dividend
on behalf of shareholders as payment for
e
b
to
PDFEntitlement”). The capital reduction is expected to be
DuluxGroup shares (“Distribution
approximately $216 million. The demerger dividend will make up the remainder of the Distribution
Entitlement. The Distribution Entitlement will be calculated by multiplying the number of
DuluxGroup shares issued by the VWAP of DuluxGroup shares on ASX over the first five trading
days immediately following the commencement of trading. The Distribution Entitlement will result
in a reduction in Orica’s shareholders’ funds although this will be offset by the profit booked on the
sale by Orica of the DuluxGroup business to DuluxGroup. At an economic level, however, there
will be a reduction in Orica’s shareholders’ funds because Orica will no longer have the benefit of
the earnings contributed by the businesses to be transferred to DuluxGroup.
The Directors of Orica have requested that Grant Samuel express an opinion as to whether the
capital reduction will materially prejudice Orica’s ability to pay its existing creditors. Given that the
capital reduction and demerger dividend will effectively occur concurrently and are both
fundamental aspects of the Demerger, it is difficult to assess whether the capital reduction of itself
(i.e. considered in isolation from the demerger dividend) will materially prejudice Orica’s ability to
pay its creditors. Accordingly, Grant Samuel has assessed the impact of the capital return by
considering whether the payment of the Distribution Entitlement will materially prejudice Orica’s
ability to pay its existing creditors. If the payment of the Distribution Entitlement does not
materially prejudice Orica’s ability to pay its creditors, then it follows that the capital return, as a
component of the Distribution Entitlement, does not materially prejudice Orica’s ability to pay its
creditors.
By definition, any reduction in the equity base of a company reduces in an absolute sense the
capacity of the company to fund commitments. However, while the Demerger has the effect of
reducing the equity base of Orica, it does not necessarily reduce or prejudice the ability of Orica to
pay its creditors, because the Demerger will also result in a reduction in the quantum of Orica’s
creditors. Put another way, while the Demerger will reduce Orica’s absolute ability to fund its
commitments, it will also reduce the extent of those commitments. In particular:
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x

Orica’s net debt will be reduced by $245 million, representing the amount to be paid by
DuluxGroup for the businesses to be transferred to it; and

x

Orica’s trade creditors and other working capital liabilities (e.g. accruals, employee provisions,
etc) will be reduced by an estimated $180 million following the transfer of the DuluxGroup
business and related trade and other creditors to DuluxGroup.

Moreover, Orica will continue to be a substantial company following the Demerger:
Impact of Demerger on Pro Forma Financial Parameters ($ millions)
Orica

Orica
pro forma3
post Demerger

Financial Performance for year ended 30 September 2009
Revenue

7,411.0

6,470.8

EBITDA

1,190.6

1,044.7

942.9

814.0

EBIT
Financial Position as at 31 March 2010
Total assets

7,225.6

6,638.3

Net borrowings

1,228.9

1,060.9

Net assets

3,710.4

3,595.8

Liquidity and Gearing Metrics
Current ratio4

1.0x

1.1x

Leverage ratio5

1.0x

1.0x

24.9%

22.8%

Gearing (net borrowings/(net assets plus net borrowings))
Source: Demerger Scheme Booklet and Grant Samuel analysis

pplied
to be su

DF
Analysis of the position of OricaPfollowing
the Demerger suggests that there will be no significant
impact on Orica’s ability to pay its creditors:
x

there are not expected to be any significant changes in the liquidity and gearing metrics of
Orica following the Demerger. If anything, gearing on a pro forma basis is expected to fall
marginally from 24.9% to 22.8%;

x

on a pro-forma basis, Orica’s net borrowings and trade and other creditors will decrease by
13.7% and 16.3% respectively. Orica’s EBITDA will fall by only 12.3% (on a pro-forma
basis);

x

prior to the Demerger, Orica’s credit rating issued by Standard & Poor’s was BBB+. Standard
& Poor’s has indicated that Orica will retain its BBB+ rating following the Demerger;

x

Orica will have uncommitted facilities (facilities available to be drawn down) of approximately
$2.2 billion;

x

as a substantial listed company, Orica would if necessary have access to the public equity
markets to fund creditor payments (although there is absolutely no indication that this might be
required);

x

Orica will incur substantial capital expenditures for 2010, relating to a number of projects
including the construction of an ammonium nitrate plant at Bontang, Indonesia, increasing
capacity at the ammonia plant at Kooragang Island and the construction of an initiating
systems facility in Nanling, China. Orica’s cash flow forecasts show these capital expenditures
can be comfortably funded within Orica’s existing facilities; and

3

Includes transaction costs.

4

Current ratio is current assets divided by current liabilities.

5

Leverage ratio is net borrowings divided by EBITDA and provides a measure of the level of debt supported by earnings.
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the Directors of Orica have stated the Demerger, if implemented, will not materially prejudice
Orica’s ability to pay its creditors.

Overall, in Grant Samuel’s view it is arguable that payment of the Distribution Entitlement will have
no negative effect on Orica’s ability to pay its existing creditors, given the reduction in Orica’s
creditors that will result from the Demerger. At the very least, in Grant Samuel’s view, it is clear
that payment of the Distribution Entitlement will not materially reduce Orica’s ability to repay its
existing creditors. Accordingly, Grant Samuel has concluded that the capital return will not
materially prejudice Orica’s ability to pay its existing creditors.
Grant Samuel makes no warranty, express or implied, as to the potential recoverability of existing or
contingent debts owed by Orica at the date of this report or at any subsequent time. Grant Samuel’s
opinion relates only to the impact of the Demerger on Orica’s ability to pay its existing creditors.
Future creditors must rely on their own investigations of the financial position of Orica following
the Demerger. Grant Samuel offers no opinion in relation to and makes no warranty, express or
implied, as to the potential recoverability of existing or contingent debts owed by DuluxGroup at the
date of this report or at any subsequent time.
4

Other Matters
This report is general financial product advice only and has been prepared without taking into account the
objectives, financial situation or needs of individual Orica shareholders. Accordingly, before acting in
relation to their investment, shareholders should consider the appropriateness of the advice having regard
to their own objectives, financial situation or needs. Shareholders should read the Demerger Scheme
Booklet issued by Orica in relation to the Demerger.
Voting for or against the Demerger is a matter for individual shareholders, based on their own views as to
value, their expectations about future market conditions liand
ed their particular circumstances including risk
e supp
profile, liquidity preference, investment strategy,
DF to b portfolio structure and tax position. Shareholders who
P
are in doubt as to the action they should take in relation to the Demerger should consult their own
professional adviser.
Similarly, it is a matter for individual shareholders as to whether to buy, hold or sell securities in Orica or
DuluxGroup. This is an investment decision independent of a decision on whether to vote for or against
the Demerger upon which Grant Samuel does not offer an opinion. Shareholders should consult their
own professional adviser in this regard.
Advance drafts of this report were provided to Orica and its advisers. Certain changes were made to the
drafting of the report as a result of the circulation of the draft report. There was no alteration to Grant
Samuel’s methodology, evaluation or conclusions as a result of issuing the drafts.
Grant Samuel has prepared a Financial Services Guide as required by the Corporations Act, 2001. The
Financial Services Guide is included as an Appendix to this letter.
This letter is a summary of Grant Samuel’s opinion. The full report from which this summary has been
extracted will be available to Orica ordinary shareholders from Orica on request or from its website and
should be read in conjunction with this summary.
The opinion is made as at the date of this letter and reflects circumstances and conditions as at that date.

Yours faithfully
GRANT SAMUEL & ASSOCIATES PTY LIMITED
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Appendix

Financial Services Guide

1 COLLINS STREET MELBOURNE VIC 3000
T: +61 3 9949 8800

/

F: +61 3 99949 8838

www.grantsamuel.com.au

Grant Samuel & Associates Pty Limited (“Grant Samuel”) holds Australian Financial Services Licence No. 240985 authorising it
to provide financial product advice on securities and interests in managed investments schemes to wholesale and retail clients.
The Corporations Act 2001 requires Grant Samuel to provide this Financial Services Guide (“FSG”) in connection with its
provision of an independent expert’s report (“Report”) which is included in a document (“Disclosure Document”) provided to
members by the company or other entity (“Entity”) for which Grant Samuel prepares the Report.
Grant Samuel does not accept instructions from retail clients. Grant Samuel provides no financial services directly to retail
clients and receives no remuneration from retail clients for financial services. Grant Samuel does not provide any personal retail
financial product advice to retail investors nor does it provide market-related advice to retail investors.
When providing Reports, Grant Samuel’s client is the Entity to which it provides the Report. Grant Samuel receives its
remuneration from the Entity. In respect of the Report for Orica Limited (“Orica”) in relation to the Demerger into two separately
listed companies (the “Orica Report”), Grant Samuel will receive a fixed fee of $315,000 plus reimbursement of out-of-pocket
expenses for the preparation of the Orica Report.
No related body corporate of Grant Samuel, or any of the directors or employees of Grant Samuel or of any of those related
bodies or any associate receives any remuneration or other benefit attributable to the preparation and provision of the Report.
Grant Samuel is required to be independent of the Entity in order to provide a Report. The guidelines for independence in the
preparation of Reports are set out in Regulatory Guide 112 issued by the Australian Securities & Investments Commission in
October 2007. The following information in relation to the independence of Grant Samuel is stated in Section 8.3 of the Orica
Report:
“Grant Samuel and its related entities do not have at the date of this report, and have not had within the
previous two years, any shareholding in or other relationship with Orica that could reasonably be regarded
as capable of affecting its ability to provide an unbiased opinion in relation to the Demerger. Grant Samuel
advises that:
upplied





PDF to

be s

Grant Samuel was retained by Orica or its previous subsidiary, Incitec, to prepare independent expert
reports on:
-

the selective buy-back of shares by ICI Plc in 1997;

-

the takeover offer by Orica for the minority interests in Incitec in 1999;

-

the proposed demerger of the industrial products business of Incitec in 2002; and

-

the proposed demerger of Orica’s Consumer Products business in 2008, which did not proceed.

a Grant Samuel executive has a shareholding in Orica consisting of fewer than 600 shares.

Grant Samuel had no part in the formulation of the Demerger. Its only role has been the preparation of this
report.
Grant Samuel will receive a fixed fee of $315,000 for the preparation of this report. This fee is not
contingent on the outcome of the Demerger. Grant Samuel’s out-of-pocket expenses in relation to the
preparation of the report will be reimbursed. Grant Samuel will receive no other benefit for the preparation
of this report.
Grant Samuel considers itself to be independent in terms of Regulatory Guide 112 issued by ASIC in
October 2007.
Grant Samuel has internal complaints-handling mechanisms and is a member of the Financial Ombudsman Service, No. 11929.
If you have any concerns regarding the Orica Report, please contact the Compliance Officer in writing at Level 19, Governor
Macquarie Tower, 1 Farrer Place, Sydney NSW 2000. If you are not satisfied with how we respond, you may contact the
Financial Ombudsman Service at GPO Box 3, Melbourne VIC 3001 or 1300 780 808. This service is provided free of charge.
Grant Samuel holds professional indemnity insurance which satisfies the compensation requirements of the Corporations Act,
2001.
Grant Samuel is only responsible for the Report and this FSG. Complaints or questions about the Disclosure Document should
not be directed to Grant Samuel which is not responsible for that document. Grant Samuel will not respond in any way that
might involve any provision of financial product advice to any retail investor.

GRANT SAMUEL & ASSOCIATES PTY LIMITED
ABN 28 050 036 372 AFS LICENCE NO 240985
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PricewaterhouseCoopers
ABN 52 780 433 757

The Directors and Due Diligence Committee and their representatives
Orica Limited
Level 3
1 Nicholson St
East Melbourne VIC 3002

Freshwater Place
2 Southbank Boulevard
SOUTHBANK VIC 3006
GPO Box 1331
MELBOURNE VIC 3001
DX 77
Telephone 61 3 8603 1000
Facsimile 61 3 8603 1999
www.pwc.com/au

24 May 2010

Dear Directors and members of the Due Diligence Committee

Demerger – Tax Letter
1.

Introduction

We have been requested by Orica Limited (Orica) to prepare a tax letter for inclusion in the Booklet
in relation to the demerger of Orica’s DuluxGroup business to form DuluxGroup Limited.
This letter comments, in summary, on the general Australian taxation position of individual and
corporate Australian resident Orica Ordinary Shareholders in relation to the Demerger. In providing
this opinion PricewaterhouseCoopers has relied upon certain facts, set out in the Booklet that have
not been independently reviewed or verified by PricewaterhouseCoopers.
This letter does not purport to be a complete analysis of the potential tax consequences of the
Demerger, and is intended as a general guide to the Australian tax implications only. It should not
be a substitute for advice from an appropriate professional adviser having regard to your individual
circumstances and all Orica Ordinary Shareholders are strongly advised to obtain their own
professional advice on the tax implications based on their own specific circumstances.
Orica has prepared a Class Ruling request for the Australian Taxation Office (ATO) to confirm the
Australian tax implications of the Demerger for Australian resident Orica Ordinary Shareholders
(Class Ruling), and will notify those Orica Ordinary Shareholders as soon as a ruling is released.
The comments below are based on our opinion of the law and understanding of the practice of the
tax authorities in Australia as at 24 May 2010. The law is complex and subject to change
periodically as is its interpretation by the courts and the ATO.
Note that terms used in this letter, are unless otherwise defined, consistent with the Booklet and
have been adopted to assist Orica Ordinary Shareholders in understanding the transactions
described in the Booklet. Certain terms may have a different meaning when defined in the income
tax law.
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Scope

This letter summarises the Australian tax consequences of the Demerger, based on the Australian
tax law as at 24 May 2010, and also the implications of the dividends that may be paid to Orica
Ordinary Shareholders after the Demerger.
The section does not apply to all Orica Ordinary Shareholders and, in particular, does not apply to:

3.

x

Orica Ordinary Shareholders who do not hold their Orica Ordinary Shares on capital
account (for example, Orica Ordinary Shareholders who hold their Orica Ordinary Shares
as trading stock or revenue assets for the purpose of resale at a profit);

x

Orica Ordinary Shareholders who, for income tax purposes, acquired their Orica Ordinary
Shares before 20 September 1985;

x

Orica employees whose Orica Ordinary Shares are subject to the employee share
acquisition scheme tax rules;

x

Orica Ordinary Shareholders who are non-residents of Australia; or

x

Orica Ordinary Shareholders who are trusts/superannuation funds.

Application of the Australian demerger rules

Orica Ordinary Shareholders who are considered to be residents of Australia for tax purposes, and
who hold their Orica Ordinary Shares on capital account, will be eligible for demerger tax relief. As
noted in section 1 above, confirmation of the availability of the demerger tax relief has been sought
via the application to the ATO for the Class Ruling.
In broad terms, under this demerger tax relief, resident Orica Ordinary Shareholders can choose to
defer the capital gains tax (CGT) consequences of the CGT event that happens in respect of their
Orica Ordinary Shares as a result of the transfer of DuluxGroup Shares (the Distribution) in
satisfaction of Orica’s Capital Reduction.
The tax implications for a resident Orica Ordinary Shareholder that does not choose for demerger
tax relief to apply are discussed below in section 7.
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The choice will be evident from the way in which the Orica Ordinary Shareholders prepare their
income tax returns.
4.

Treatment of the distribution of DuluxGroup Shares to resident Orica Ordinary
Shareholders if demerger tax relief is available
4.1 Demerger Dividend

The Demerger Dividend applied by Orica on behalf of Orica Ordinary Shareholders as satisfaction
for the transfer of DuluxGroup Shares will not give rise to assessable income or exempt income for
Orica Ordinary Shareholders. Orica will not elect for the Demerger Dividend to be assessable to the
Orica Ordinary Shareholders.
4.2 Capital Reduction
The receipt of DuluxGroup Shares in satisfaction of the Capital Reduction will constitute a CGT
event “G1” for Orica Ordinary Shareholders. There will be a “capital” component of the Distribution
received by Orica Ordinary Shareholders in respect of this CGT event (to be advised by Orica).
The demerger tax relief enables qualifying Orica Ordinary Shareholders to choose to disregard the
CGT consequences of this CGT event.
The Class Ruling being sought will provide confirmation of whether or not the ATO will apply any
relevant integrity provision to deem any part of the “dividend” or “capital” component as an
assessable unfrankable dividend for Australian tax purposes.
4.3 Adjustment to CGT cost base for resident Orica Ordinary Shareholders
The cost base and reduced cost base of existing Orica Ordinary Shares and the DuluxGroup
Shares received under the Demerger will be determined individually by each Orica Ordinary
Shareholder by reasonably apportioning the cost base and reduced cost base of the existing Orica
Ordinary Shares held by that Orica Ordinary Shareholder just before the Demerger between the
Orica Ordinary Shares and DuluxGroup Shares held just after the Demerger.
Orica Ordinary Shareholders must base their apportionment on the relative actual market values of
the Orica Ordinary Shares and DuluxGroup Shares (or an anticipated reasonable approximation
thereof) just after the Demerger (to be advised by Orica shortly after the Demerger is completed
and the Orica Shares and DuluxGroup Shares trade independently). The adjusted cost base and
reduced cost base will be relevant for determining the capital gains/losses arising from a future
disposal of the Orica Ordinary Shares and/or DuluxGroup Shares by Orica Ordinary Shareholders.

Liability limited by a scheme approved under Professional Standards Legislation
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Treatment of dividends received by resident Orica Ordinary Shareholders from
DuluxGroup after the Demerger
5.1 Individuals

Dividends and any franking credits received by DuluxGroup Shareholders who are Australian
resident individuals would constitute assessable income. The franking credit will reduce Australian
tax payable by the individual. Individuals may be entitled to a refund of the associated tax offset to
the extent it exceeds the income tax payable by the individual.
5.2 Companies
Dividends and any franking credits received by DuluxGroup Shareholders who are Australian
resident companies would constitute assessable income. The franking credit will reduce Australian
tax payable by the company. Excess franking credits for the year may be converted to a deemed
tax loss.
6.

Treatment of subsequent disposals of the Orica Ordinary Shares and/or DuluxGroup
Shares after the Demerger by resident Orica Ordinary Shareholders
6.1 Disposal of the Orica Ordinary Shares by resident Orica Ordinary Shareholders

On subsequent disposal of the Orica Ordinary Shares, Orica Ordinary Shareholders will have an
assessable capital gain if the proceeds received on disposal exceed their adjusted CGT cost base
(as determined at section 4.3 above). Certain Orica Ordinary Shareholders (such as individuals
who have held their Orica Ordinary Shares for at least 12 months) may be entitled to a CGT
discount. Alternatively, Orica Ordinary Shareholders who acquired their Orica Shares prior to 21
September 1999 may index their adjusted cost base (as determined at section 4.3 above) up until
the September 1999 quarter.
Conversely, if the proceeds from the disposal of the Orica Ordinary Shares are less than the
applicable CGT cost base of the Orica Ordinary Shares, a capital loss will arise for the Orica
Ordinary Shareholders. The capital loss can be offset against other capital gains of the Orica
Ordinary Shareholders arising in the same tax year or otherwise carried forward and offset against
capital gains realised in the future.
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6.2 Disposal of the DuluxGroup Shares by resident Orica Ordinary Shareholders
If demerger tax relief is elected, each DuluxGroup Share will be deemed to have been acquired at
the time the corresponding existing Orica Ordinary Share was acquired. On subsequent disposal of
the DuluxGroup Shares, Orica Ordinary Shareholders will have an assessable capital gain if the
proceeds received on disposal of DuluxGroup Shares exceed their adjusted CGT cost base (as
determined at section 4.3 above). Certain Orica Ordinary Shareholders (such as individuals who
are deemed to have held their DuluxGroup Shares for at least 12 months) may be entitled to a
CGT discount. Alternatively, Orica Ordinary Shareholders who are deemed to have acquired their
DuluxGroup Shares prior to 21 September 1999 may choose to index their adjusted cost base (as
determined under section 4.3 above) up until the September 1999 quarter.
Conversely, if the proceeds from the disposal of the DuluxGroup Shares are less than the
applicable CGT cost base of the DuluxGroup Shares, a capital loss will arise for the Orica Ordinary
Shareholders. The capital loss can be offset against other capital gains of the Orica Ordinary
Shareholders arising in the same tax year or otherwise carried forward and offset against capital
gains realised in the future.
7.

Australian taxation consequences for resident Orica Ordinary Shareholders who do not
choose demerger tax relief

Resident Orica Ordinary Shareholders who do not choose demerger tax relief will have similar tax
consequences as those outlined in sections 4 to 6 of this letter, with two exceptions:
x

if the “capital” component of the Distribution (to be advised by Orica) received by an Orica
Ordinary Shareholders exceeds the Orica Ordinary Shareholders’ original CGT cost base
in their Orica Ordinary Shares, a capital gain may arise to the Orica Ordinary
Shareholders, otherwise, the CGT cost base of the Orica Ordinary Share is reduced to the
extent of the “capital” component of the Distribution; and

x

the DuluxGroup Shares will be treated as being acquired at the date the shares are
received, rather than being deemed to have been acquired at the time the Orica Ordinary
Shareholders acquired the corresponding Orica Ordinary Shares. This will preclude
eligibility for discounted CGT treatment until after such time as the Orica Ordinary
Shareholders has held the DuluxGroup Shares for at least 12 months from the date the
shares are actually received. The CGT cost base will be determined in accordance with
Division 110 and 112 of the Income Tax Assessment Act 1997.
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Implications if Australian demerger tax relief is not available

In the event the ATO rules that demerger tax relief is not available for the Demerger, then instead
of the implications outlined in sections 3 to 7 above, the following implications will apply for resident
Orica Ordinary Shareholders:

9.

x

the Demerger Dividend component of the Distribution (to be advised by Orica) received by
an Orica Ordinary Shareholder will be assessable income of the Orica Ordinary
Shareholder (any entitlement to franking credits will be dependent upon the extent to which
the dividend is franked by Orica);

x

if the “capital” component of the Distribution (to be advised by Orica) exceeds the Orica
Ordinary Shareholders’ original CGT cost base in their Orica Ordinary Shares, a capital
gain may arise to the Orica Ordinary Shareholders, otherwise, the CGT cost base of the
Orica Ordinary Share is reduced to the extent of the “capital” component of the Distribution;
and

x

the DuluxGroup Shares will be treated as being acquired at the date the shares are
transferred from Orica to the Orica Ordinary Shareholder, with a CGT cost base
determined in accordance with Division 110 and 112 of the Income Tax Assessment Act
1997. Eligibility for discounted CGT treatment will only be available after the Orica Ordinary
Shareholders has held the DuluxGroup Shares for at least 12 months from the date the
shares are acquired.

Sale Facility

As part of the Demerger, Orica Ordinary Shareholders may be eligible to elect to sell their
DuluxGroup Shares via the Sale Facility. The sale of DuluxGroup Shares will be subject to tax as
described in sections 3 to 8 above. Orica Ordinary Shareholders should seek independent advice
to confirm their specific tax consequences.
10. Stamp duty
Orica Ordinary Shareholders will pay no Australian stamp duty on the transfer of DuluxGroup
Shares to them under the Demerger.
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11. Goods and services tax (‘GST’)
Orica Ordinary Shareholders will not be liable for (or be required to pay) GST on the receipt of
DuluxGroup Shares or any other distributions received in connection with the Capital Reduction
and Scheme.
*************************
The information contained in this document does not constitute "financial product advice" within the
meaning of the Corporations Act 2001 (Cth) (Corporations Act). The PricewaterhouseCoopers
partnership which is providing this advice is not licensed to provide financial product advice under
the Corporations Act. To the extent that this document contains any information about a "financial
product" within the meaning of the Corporations Act, taxation is only one of the matters that must
be considered when making a decision about the relevant financial product. This material has been
prepared for general circulation and does not take into account the objectives, financial situation or
needs of any recipient. Accordingly, any recipient should, before acting on this material, consider
taking advice from a person who is licensed to provide financial product advice under the
Corporations Act. Any recipient should, before acting on this material, also consider the
appropriateness of this material having regard to their objectives, financial situation and needs and
consider obtaining independent financial advice. If this material relates to the acquisition or
possible acquisition of a particular financial product, a recipient in Australia should obtain any
relevant disclosure document prepared in respect of that product and consider that document
before making any decision about whether to acquire the product.

Yours sincerely

PricewaterhouseCoopers
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14.1 Orica Directors

No Orica Director held any Orica SPS or options over
Orica Ordinary Shares as at the date of lodgement of
this Booklet for registration by ASIC, other than Graeme
Liebelt who indirectly held 427 Orica SPS.

The Orica Directors at the date of lodgement of this
Booklet for registration by ASIC are:
–– Peter Duncan, Chairman;
–– Graeme Liebelt, Managing Director and Chief Executive
Officer;
–– Noel Meehan, Executive Director Finance;

No marketable securities of DuluxGroup are held by or
on behalf of Orica Directors as at the date of lodgement
of this Booklet for registration by ASIC.
Orica Directors who hold Orica Shares will be entitled
to vote at the Meetings and receive DuluxGroup Shares
under the Scheme on the same terms as all other Orica
Shareholders.

–– Michael Beckett, Non-Executive Director;
–– Russell Caplan, Non-Executive Director;
–– Garry Hounsell, Non-Executive Director;
–– Peter Kirby, Non-Executive Director;

14.3.2 Agreements or arrangements with
Orica Directors in connection with the Demerger

–– Nora Scheinkestel, Non-Executive Director; and
–– Michael Tilley, Non-Executive Director.

Other than:

If the Demerger proceeds, Peter Kirby will retire from the
Orica Board and both he and Garry Hounsell will assume
positions on the DuluxGroup Board.

–– the proposals that Peter Kirby and Garry Hounsell
become DuluxGroup Directors should the Demerger
become effective;

14.2 Intention of Orica Directors concerning the
businesses of Orica

–– certain fees paid or to be paid to Orica Directors who
were members of the Due Diligence Committee in
respect of the Demerger; and

Other than as disclosed in this Booklet, it is the present
intention of the Orica Board following the implementation
of the Demerger:
–– to continue the businesses of Orica, as set out in
Section 8.4;
–– to not make any major changes to the businesses of
Orica, except as contemplated within this Booklet; and
–– to continue the present policies of Orica relating to the
employment of its employees.

14.3 Interests of Orica Directors
14.3.1 Orica Directors’ interests in Orica
marketable securities
No marketable securities of Orica are held by or on behalf
of Orica Directors and no such persons are otherwise
entitled to such securities as at the date of this Booklet
other than the following interests:
Orica securities held as at 10 May 2010.
Direct
holdings
of Orica
Ordinary
Shares

Indirect
holdings
of Orica
Ordinary
Shares

nil

15,936

Graeme Liebelt

888,807

639,548

Noel Meehan

199,409

40,653

74,332

nil

Russell Caplan

2,412

nil

Garry Hounsell

4,025

11,860

27,259

nil

nil

16,558

6,329

nil

Name of Orica Director

Peter Duncan

Michael Beckett

Peter Kirby
Nora Scheinkestel
Michael Tilley

–– the DuluxGroup Directors’ fee and indemnity
arrangements referred to in Section 5.14.4,
there are no agreements or arrangements made between
any Orica Director and any other person in connection
with or conditional upon the outcome of the Demerger.
Garry Hounsell chaired the Due Diligence Committee and
Nora Scheinkestel was a member of the Due Diligence
Committee associated with the preparation of this
Scheme Booklet. Garry Hounsell has received a fee of
$50,000 and Nora Scheinkestel has received a fee of
$40,000 for acting in their respective capacities on the
Due Diligence Committee. Peter Kirby, the proposed
Chairman of DuluxGroup, and Garry Hounsell, a proposed
Non-Executive Director of DuluxGroup, have received fees
of $50,000 and $40,000 respectively for their work in
relation to the Demerger.
Other than as set out above or elsewhere in this Booklet,
no director or proposed director of DuluxGroup, and
no firm in which a director or proposed director of
DuluxGroup is a partner or was a partner in the last two
years, holds, or held at any time during the last two
years before the date of lodgement of this Booklet for
registration by ASIC, any interest in:
–– the formation or promotion of DuluxGroup;
–– any property acquired or proposed to be acquired
by DuluxGroup in connection with its formation or
promotion or the Demerger; or
–– the Demerger,
and no amounts (whether in cash or securities or
otherwise) have been paid or agreed to be paid, and
no one has given or agreed to give a benefit, to any
director or proposed director of DuluxGroup either to
induce them to become, or to qualify them as, a director
of DuluxGroup, or otherwise for services rendered by
them in connection with the formation or promotion
of DuluxGroup or the Demerger.
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14.3.3 Payments and other benefits to Orica
Directors, secretaries or executive officers
It is not proposed that any payment or other benefit
will be made or given to any Orica Director, secretary or
executive officer of Orica, or any body corporate related to
Orica, as compensation for loss of, or as consideration for
or in connection with, his or her retirement from office as
director, secretary or executive officer of Orica or a body
corporate connected with Orica as a consequence of or
in connection with the Demerger.

14.4 Overview of DuluxGroup Constitution
DuluxGroup is an Australian public company registered
under the Corporations Act. Prior to the Demerger
becoming effective, DuluxGroup will adopt a constitution
suitable for a publicly-listed company in substitution for its
existing constitution. The Constitution is designed for an
ASX-listed company and has regard to usual market practice
for ASX-listed companies. However, the Constitution also
contains flexibility for the directors to declare another
exchange as the company’s primary stock exchange.
Some important features of DuluxGroup’s proposed
Constitution are summarised in the following sub-sections.

14.4.1 Share capital
The DuluxGroup Board has the power to issue shares,
including preference shares, options and other securities
convertible into shares to any person at any time and for
such consideration as the DuluxGroup Board determines.
Subject to the Corporations Act, the DuluxGroup Board
may do anything required to give effect to any resolution
altering DuluxGroup’s share capital. Share class rights, in
the event that DuluxGroup wishes to issue different classes
of shares in the future, may be varied by obtaining the
written consent of the holders of 75% of the shares of the
class, or by a special resolution (at a separate meeting) of
the holders of shares of the class.

14.4.2 Calls, forfeiture, indemnities, lien
and surrender
The DuluxGroup Board may make calls for any amount
unpaid on shares (subject to the terms on which the shares
were issued), and, if a member fails to meet a payment
deadline following a call notice, the directors may forfeit
the shares.
DuluxGroup has a first and paramount lien on partly paid
shares for all unpaid calls and instalments due on those
shares and a first and paramount lien on shares for any
amounts DuluxGroup is legally required to pay and has
paid in respect of those shares.
The DuluxGroup Board may accept a surrender of a share
by way of compromise of a claim. A shareholder must fully
indemnify DuluxGroup against any payment DuluxGroup
becomes liable to make in relation to that shareholder.
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14.4.3 Distribution of profits
The DuluxGroup Board may pay dividends (interim and
final) that the financial position of DuluxGroup justifies.
Dividends may be paid wholly or partly by the distribution
of specific assets, including securities of DuluxGroup or of
another body corporate. Unless prevented by the Listing
Rules, dividends may be paid to particular shareholders out
of any particular fund or reserve or out of profits from any
particular source.
The DuluxGroup Board may capitalise amounts otherwise
available for distribution as dividends (e.g. profits or money
realised from DuluxGroup assets).
The DuluxGroup Board may set aside reserves or provisions
out of the company’s profits and appropriate any amount
previously set aside out of the company’s profits. The
DuluxGroup Board may carry forward any part of the
profits that it considers should not be distributed as
dividends or capitalised.
The DuluxGroup Board may establish a dividend
reinvestment plan on terms specified by the DuluxGroup
Board under which amounts payable to shareholders
may be applied in subscribing for or purchasing securities
of DuluxGroup or of a related body corporate. The
DuluxGroup Board may amend, suspend or terminate
any dividend reinvestment plan at any time.
The DuluxGroup Board has the power to require
shareholders to receive dividends by electronic transfer to a
nominated bank account and credit dividends to company
accounts where a shareholder’s address is unknown. If a
shareholder has not claimed a dividend payment within at
least 11 calendar months after payment, the DuluxGroup
Board may reinvest that amount, after deducting reasonable
expenses, into shares in DuluxGroup on behalf of, and in
the name of, the shareholder. The shares may be acquired
on market or by way of new issue at a price that the
DuluxGroup Board accepts is a market price at that time.
Any residual amount which arises from the reinvestment
may be carried forward or donated to charity on behalf of
the shareholder, as determined by the DuluxGroup Board.

14.4.4 Transfer and transmission of shares and
sale of unmarketable parcels
Shareholders may transfer shares by an ASTC transfer,
written transfer in any usual form or in any other form
approved by the DuluxGroup Board. In accordance
with the Corporations Act and the Listing Rules, the
DuluxGroup Board may decline to register, or prevent
registration of, a transfer of shares or apply a holding
lock to prevent a transfer of shares.
Upon death, only a shareholder’s legal personal
representative (in the case of a sole holder), and their
survivor or survivors (in the case of a joint holder),
will be recognised as having any title to their shares.
The DuluxGroup Board may, subject to a right by
shareholders to opt out, periodically sell shares which
constitute less than a marketable parcel in accordance
with the Listing Rules. In some circumstances,
a shareholder cannot opt out.
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14.4.5 Proportional takeover provisions
Where offers are made under a proportional takeover bid,
the DuluxGroup Board must refuse to register transfers
of shares giving effect to the offers unless the takeover
bid is approved by shareholders (excluding the bidder and
its associates).
These provisions guard against a proportional takeover
causing a change of control without a full bid being made
for DuluxGroup.
These provisions will cease to apply unless renewed by
special resolution of shareholders every three years.

14.4.6 General meetings
General meetings may only be called by the DuluxGroup
Board or as otherwise allowed under the Corporations
Act. The business of a meeting is confined to the business
in the notice of meeting and proposed resolutions may not
be amended except with the approval of the directors or
the chairperson.
The chairperson is responsible for the general conduct of
the meeting and for the procedures to be adopted at the
meeting. The chairperson may take any action he or she
considers appropriate for the safety of persons attending
the meeting and the orderly conduct of the meeting and
may refuse a person entrance to the meeting (or require
a person to leave) in certain circumstances, including
possession of recording devices, placards or any other
item liable to cause disruption.
The quorum is two members present and voting. The
quorum does not apply to the election of a chairperson
or to the adjournment of the meeting.
Ordinary resolutions are decided on a majority vote.
Where the vote is equal, the chairperson has a casting
vote. Resolutions are decided on a show of hands unless
a poll is demanded before the vote, before the result is
declared or immediately after the result is declared. A
poll may be demanded by the chairperson, at least five
members entitled to vote, or members with at least 5%
of the votes that may be cast on a poll. A poll cannot be
demanded on the election of a chair of the meeting. On
a show of hands, every member present has one vote.
On a poll, every member present has one vote per share.
The DuluxGroup Board may permit direct voting at a
general meeting and may prescribe regulations, rules
and procedures for this purpose.

14.4.7 Directors
The directors are responsible for managing the business
of DuluxGroup and may exercise all powers and do all
things that are within DuluxGroup’s power and not
expressly required to be exercised by DuluxGroup in
general meeting.
The minimum number of directors is three. The maximum
number of directors is fixed by the directors but cannot be
more than a specified maximum. The specified maximum
is nine, unless the shareholders decide otherwise.
A director does not need to be a shareholder.
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The DuluxGroup Board may appoint a director in addition
to the existing directors or to fill a casual vacancy, but the
new director must retire, but may be elected, at the next
annual general meeting.
Directors must retire, in accordance with the Listing Rules,
at the end of the third annual general meeting after their
election or re-election. Where the Listing Rules require an
election of directors to be held, the director to stand for
election will be the director who has been in office the
longest since their last election or appointment (excluding
the managing director). Retiring directors can stand for
re-election. The managing director does not have to retire
by rotation. Directors will automatically vacate their office
in certain circumstances including insolvency, conviction on
indictment for an offence, mental illness, consistent failure
to attend meetings without leave, or by giving notice to
the company.
Directors’ remuneration is decided by the directors but the
aggregate amount must not be more than that decided
by the shareholders. If the director is also an officer of
DuluxGroup or a related body corporate, any remuneration
the director receives as an officer may be in addition to
or instead of the director’s remuneration as a director.
Remuneration may be provided in any manner including
non-cash benefit, but must not include a commission on,
or a percentage of, profits or operating revenue. Directors
are entitled to be paid all travelling and other expenses
incurred in attending to the company’s affairs. If a director
performs extra services, he or she may be paid additional
remuneration outside of the remuneration cap.
The DuluxGroup Board may provide for pensions, benefits,
or payments for retirement or death of directors. A
director may contract with DuluxGroup and hold other
offices. The DuluxGroup Board may make regulations
requiring the disclosure of interests by directors and
any persons related to or associated with them.
The quorum for directors’ meetings is two directors unless
the DuluxGroup Board determines otherwise. The directors
must elect a chairperson of directors and may elect one or
more deputy chairs.
Decisions of the DuluxGroup Board are made by majority
vote. If the votes are equal on a proposed resolution, the
chairperson has a casting vote, unless there are only two
directors voting in which case the resolution is taken as
lost. The directors may also pass written resolutions.
The DuluxGroup Board may delegate any powers to a
committee of directors, and may delegate any of their
powers to one director.

14.4.8 Executive officers
The DuluxGroup Board may appoint one or more of the
directors to the office of managing director or other
executive director. The DuluxGroup Board must appoint
at least one secretary and may appoint one or more
assistant secretaries.
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14.4.9 Indemnity and insurance
DuluxGroup must indemnify each person (Officer) who is
or has been a director or executive officer of DuluxGroup,
and such other officers or former officers of DuluxGroup
or of its related bodies corporate as the DuluxGroup Board
in each case determines, on a full indemnity basis and to
the full extent permitted by law against all losses, liabilities,
costs, charges and expenses incurred by the Officer as an
officer of DuluxGroup or of a related body corporate.
DuluxGroup may, to the extent permitted by law, obtain
insurance for each Officer.

14.4.10 Winding up
If DuluxGroup is wound up, once all debts and liabilities of
the company and costs of the winding up can be satisfied,
the excess is to be distributed among the shareholders.
The liquidator may divide among the shareholders the
whole or any part of DuluxGroup’s property, with the
sanction of a special resolution of the shareholders.

14.5 Notifiable interests in Orica
As at 21 May 2010, the following person had notified
Orica that they had a relevant interest in more than 5%
of Orica Shares:

Shareholder

Perpetual Limited
and subsidiaries

Percentage
shareholding

8.81%

Date of last
notice

20 May 2010

As at the date of the relevant substantial shareholder notice.

14.6 ASIC and ASX waivers and consents
14.6.1 ASIC confirmations as to disclosure matters
Sub-regulation 5.1.01 of the Corporations Regulations
requires that, unless ASIC otherwise allows, this Booklet
contains the matters set out in part 3 of schedule 8 to the
Corporations Regulations. ASIC has granted the following
relief from certain of those disclosure requirements:
Payments or benefits proposed to be made or given
to Orica Directors and officers
Clause 8302(d) of part 3 of schedule 8 to the Corporations
Regulations requires this Booklet to disclose particulars of
any payment or benefit that is proposed to be made or
given to any director, secretary or executive officer of Orica
or a related body corporate of Orica (Relevant Person) as
compensation for loss of office, or as consideration for or
in connection with his or her retirement from office.
ASIC has granted Orica relief from this requirement
such that:
(1) Orica is not required to disclose particulars of payments
or benefits proposed to be made or given to a Relevant
Person, unless the Relevant Person will:
(A)	lose office or retire from office as a consequence of,
or in connection with, the Demerger; or
(B)	the amount of the payment or benefit which may be
made on loss of, or retirement from, office may be
materially affected by the Demerger;

(2) this Booklet is not required to state the identity of any
Relevant Person who will lose office or retire from office
in connection with the Demerger, unless that person is
an Orica Director; and
(3) this Booklet is not required to state particulars of
payments or benefits to Relevant Persons, other than
Orica Directors, that would otherwise be required to
be disclosed under paragraph (1), provided:
(A)	such payments or benefits are disclosed on an
aggregate basis; and
(B)	this Booklet discloses the number of Relevant
Persons who will receive a payment or benefit that
is required to be disclosed under paragraph (1) and
which falls within each successive $10,000 band,
commencing at nil, where the number of Relevant
Persons is not less than one.
Change in financial position
Clause 8302(h) of part 3 of schedule 8 to the Corporations
Regulations requires the Explanatory Statement to
set out whether, within the knowledge of the Orica
Directors, the financial position of Orica has materially
changed since the date of the last balance sheet laid
before an Orica annual general meeting or sent to Orica
Shareholders in accordance with section 314 or 317 of the
Corporations Act.
ASIC has granted Orica relief from this requirement on the
condition that Orica:
(1) sets out in this Booklet whether, within the knowledge
of the directors of Orica, the financial position of Orica
has materially changed since the financial report for the
half year ended 31 March 2010;
(2) will provide, free of charge, copies of the documents
referred to in paragraph (1) to anyone who requests
them prior to the Demerger being approved by
the Court;
(3) has disclosed in this Booklet, and in announcements to
the ASX, all material changes to Orica’s financial position
occurring after the balance date of Orica’s financial
report for the period ending 31 March 2010; and
(4) discloses all material changes to Orica’s financial
position that occur after the date of this Booklet but
prior to the Scheme being approved by the Court in
announcements to ASX.
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14.6.2 ASIC declaration as to secondary sales
of DuluxGroup Shares
Section 707 of the Corporations Act provides for
circumstances where an offer of securities for sale requires
disclosure to investors, including where there is a resale of
securities within 12 months of their issue (section 707(3)),
if the purpose of the original issue or sale (as the case may
be) was to enable the resale.
Class order 04/671 (as amended by class order 07/42)
purports to provide relief from the resale provisions
in section 707(3) of the Corporations Act in the case
where the securities were issued through a scheme of
arrangement, and consequently, without disclosure to
investors as allowed for in section 708(17).
ASIC has provided relief from the resale provisions
in section 707 in the case where the securities were
transferred through a scheme of arrangement, without
disclosure to investors as allowed for in section 708(17)
of the Corporations Act.

14.6.3 ASIC exemption as to Sale Facility
ASIC has granted an exemption from certain requirements
that Orica may otherwise be required to comply with in
order to operate the Sale Facility, including:
–– section 601ED of the Corporations Act in relation to the
Sale Facility;
–– divisions 2 to 5 of part 7.9 of the Corporations Act in
relation to an interest in the Sale Facility; and
–– the requirement to hold an Australian financial services
licence for the provision of the following financial
services:
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14.7 Consents and disclaimers
Each of the parties named in this Section as consenting
parties:
–– has given and has not, before lodgement of this
Booklet with ASIC, withdrawn its written consent
to be named in this Booklet in the form and context
in which it is named;
–– has given and has not, before the lodgement of this
Booklet with ASIC, withdrawn its written consent to
the inclusion of their respective statements and reports
(where applicable) noted next to their names in this
Section, and the references to those statements and
reports in the form and context in which they are
included in this Booklet;
–– does not make, or purport to make, any statement
in this Booklet other than those statements referred
to in this Section in respect of that person’s name
(and as consented to by that person);
–– to the maximum extent permitted by law, expressly
disclaims and takes no responsibility for any statements
in or omissions from this Booklet; and
–– in the case of KPMG Transaction Services, has given
and has not, before the lodgement of this Booklet with
ASIC, withdrawn its consent for the inclusion of the
Investigating Accountant’s Report in the form and context
in which it appears in Section 11. The term “consent”,
as used in this Booklet, is used solely in the context of
this Booklet and as that term is used in Australia. It is
different from, and therefore not to be used as that term
is or would be used in the US, including as defined under
securities law in the US, in particular the US Securities Act.

–– dealing in an interest in the Sale Facility; and

Role

Consenting party

–– the provision of general advice in relation to an
interest in the Sale Facility.

Registry

Link Market Services

ASIC has also confirmed that Orica does not have to
comply with division 5A of part 7.9 of the Corporations
Act to the extent that Orica invites a person to make an
offer to sell DuluxGroup Shares through the Sale Facility.

Legal adviser

Freehills

Financial
advisers

Goldman Sachs JBWere, J.P. Morgan

Investigating
accountant

KPMG Transaction Services
(Australia) Pty Limited

Taxation
adviser

PricewaterhouseCoopers, in relation
to the taxation letter in Section 13
and any statements based on that
letter

Independent
expert

Grant Samuel, in relation to the
Independent Expert’s Report and any
statements based on that report

14.6.4 ASX waivers and confirmations
ASX has:
–– confirmed to Orica for the purposes of Listing
Rule 1.1, condition 3 that DuluxGroup may use an
information memorandum (incorporating parts of
this Booklet) rather than a prospectus for the purpose
of its admission to ASX and that the information
memorandum does not need to be sent to
DuluxGroup Shareholders;
–– confirmed to DuluxGroup that the DuluxGroup
pro forma historical financial information contained
in this Booklet may be used for the purpose of the
assets test; and
–– given ‘in principle’ approval to a waiver from Listing
Rule 10.14 to the extent necessary to allow DuluxGroup
Directors to be issued DuluxGroup Shares through the
DuluxGroup Long-Term Equity Incentive Plan.
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14.8 Demerger costs

14.9.2 Restrictions on foreign ownership

The total transaction costs of the Demerger are
approximately $81 million on a pre-tax basis ($69 million
after tax). These costs relate to a range of activities
associated with the Demerger, including stamp duty,
advisory fees and expenses associated with the New
Facility for DuluxGroup. Approximately $20 million
of these costs will have been committed prior to the
Meetings when Orica Shareholders will vote on the
Demerger. The remaining post Demerger costs are
expected to be incurred in the 2010 financial year.

There are no limitations, either under the laws of Australia
or under the DuluxGroup Constitution, to the right of
non-residents to hold or vote DuluxGroup Shares other
than the Foreign Acquisitions and Takeovers Act 1975 (Cth)
(FATA). The FATA may affect the right of certain persons,
including US residents, to hold or control DuluxGroup
Shares. Acquisitions of shares in Australian companies by
foreign interests are subject to review and approval by
the Treasurer of the Commonwealth of Australia under
the FATA. The FATA applies to any acquisition by a foreign
person or associated foreign person which would result
in a holding of 15% or more of the issued shares of,
or control of 15% or more of the voting power in, an
Australian company. Further, it applies to any acquisition
by non-associated foreign persons which would result in
a holding by these persons of 40% or more of the issued
shares of, or control of 40% or more of the voting power
in, an Australian company.

It is expected that $77 million of the total pre-tax cost will
be incurred by Orica, including reimbursement of certain
agreed costs to be incurred by DuluxGroup. A further
$4 million of the total pre-tax costs will be incurred and
paid by DuluxGroup following Demerger.
Pre-tax
transaction costs
$m

Orica

DuluxGroup

Total

Stamp duty
and other taxes

36

–

36

Re-branding/
establishment
costs

10

4

14

Advisory fees
and other costs

31

–

31

Total

77

4

81

14.9 Regulatory and legal
14.9.1 Foreign exchange controls
At the present time, the Reserve Bank of Australia has
not imposed any exchange controls or other limitations
(other than those described in this Section) on the
remittances of dividends, interest or other payments
by Orica to non-resident holders of Orica Shares.
The consent of the Reserve Bank of Australia will be
required for the movement of funds into and out of
Australia if the funds are to be paid to, or received from:
–– specified supporters of the former Government
of the Federal Republic of Yugoslavia;
–– specified persons and entities associated with
the Government of Zimbabwe;
–– certain entities and a certain individual associated
with the Democratic People’s Republic of Korea
(North Korea);
–– specified individuals associated with the Burmese
regime; or
–– specified Iranian entities and persons associated with
Iran’s proliferation activities.
There are also currently general prohibitions on:
–– making payments to, or receiving payments from,
persons prescribed as having a connection with
terrorism; and
–– dealing with the financial resources of the previous
government of Iraq, Saddam Hussein and other senior
officials of his regime and their immediate families.

14.9.3 Foreign selling restrictions
The distribution of this Booklet outside of Australia
may be restricted by law and persons who come into
possession of it should seek advice and observe any such
restrictions. Any failure to comply with such restrictions
may contravene applicable securities laws. Orica disclaims
all liabilities to such persons. Eligible Shareholders who are
nominees, trustees or custodians are therefore advised to
seek independent advice as to how they should proceed.
No action has been taken to register or qualify this
Booklet, the Demerger or the DuluxGroup Shares, or
otherwise permit a public offering of the DuluxGroup
Shares, in any jurisdiction outside of Australia and
New Zealand.
14.9.3.1 Germany
This Booklet has not been and will not be registered
with or cleared by the Germany Financial Supervisory
Authority (Bundesanstalt Für Finanzdienstleistungsaufsicht
– BAFIN) or any other competent German authority under
applicable German laws or regulations.
This Booklet and any other corresponding materials
relating to the intended demerger of DuluxGroup are
strictly confidential and may not be distributed to any
person or entity other than shareholders of Orica, which
are the only authorised recipients of this Booklet. This
Booklet is only directed at, and should only be accepted
by, those persons that have been directly addressed, and
no other person should accept or respond to it or rely on
it. This Booklet may not be forwarded or distributed to any
other person and may not be reproduced in any manner
whatsoever. Any forwarding, distribution or reproduction
of this Booklet, in whole or in part, is unauthorised.
Any failure to comply with these regulations may
constitute a violation of German securities laws or
regulations.
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14.9.3.2 Hong Kong
The Booklet is for the exclusive use of Orica Shareholders
in connection with the Demerger. Accordingly, this
Booklet must not be distributed, published, reproduced
or disclosed (in whole or in part) by Orica Shareholders
to any other person in Hong Kong or used for any
purpose in Hong Kong other than in connection with
Orica Shareholders’ consideration of the Demerger. This
Booklet does not constitute an offer or invitation for the
subscription, sale or purchase of securities in Hong Kong
and shall not form the basis of any contract.
The contents of this Booklet have not been reviewed by
any regulatory authority in Hong Kong. You are advised
to exercise caution in relation to its contents. If you are in
any doubt about any of the contents of the Booklet, you
should obtain independent professional advice.
14.9.3.3 Ireland
This Booklet does not constitute a prospectus within the
meaning of Part 5 of the Investment Funds, Companies
and Miscellaneous Provisions Act, 2005 of Ireland. No
offer of the DuluxGroup Shares to the public is made, or
will be made, that requires the publication of a prospectus
pursuant to Irish prospectus law (within the meaning
of Part 5 of the Investment Funds, Companies and
Miscellaneous Provisions Act, 2005 of Ireland) in general,
or in particular pursuant to the Prospectus (Directive
2003/71/EC) Regulations 2005 of Ireland.
14.9.3.4 Italy
This Booklet and the transfer of DuluxGroup Shares
to Eligible Shareholders has not been and will not be
registered with, approved or subject to any formal review
or clearance by the Commissione Nazionale per la Società
e la Borsa (“CONSOB”) (the Italian securities market
regulator) pursuant to the Italian securities legislation.
Accordingly, DuluxGroup Shares may not and will not
be offered, transferred, sold, promoted, advertised or
delivered, directly or indirectly, nor any copies of this
Booklet or any other document relating to DuluxGroup
Shares or the assignment of DuluxGroup Shares may
or will be distributed in the Republic of Italy (“Italy”),
other than:
(i) to Italian shareholders of Orica who are qualified
investors (investitori qualificati) as referred to in
Article 100 of Legislative Decree No. 58 of 24 February
1998, as amended, (the “Financial Services Act”) and
defined in Article 34-ter, paragraph 1, letter (b) of
CONSOB Regulation No. 11971 of 14 May 1999, as
amended from time to time (“CONSOB Regulation”); or
(ii) to Italian shareholders of Orica on the register on the
Record Date, who are not qualified investors, that have
received one copy of this Booklet from Orica exclusively
by registered mail, in accordance with the exemption
referred in Article 100, paragraph 1, letter (b), of the
Financial Services Act and specified in Article 34-ter,
paragraph 1, letter (a) of CONSOB Regulation;
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(iii) in other circumstances which are exempted from
the rules governing offers of securities to the public,
pursuant to Article 100 of the Financial Services Act
and Article 34-ter, of CONSOB Regulation,
and provided further that any such offer, transfer, sale,
promotion, advertising or delivery of the DuluxGroup
Shares or distribution of this Booklet, or any part
thereof, or of any other document or material relating to
DuluxGroup Shares or the transfer of DuluxGroup Shares
to Eligible Shareholders in Italy is made in compliance
with any Italian securities, tax, exchange control and other
applicable laws and regulations, and, in particular, is made:
1. by investment firms, banks or financial intermediaries
permitted to conduct such activities in Italy in
accordance with the Financial Services Act, Legislative
Decree No. 385 of 1 September 1993 (the “Italian
Banking Act”), as amended, the Regulation No. 16190,
and any other applicable laws and regulations;
2. in compliance with Article 129 of the Italian Banking Act
and the implementing guidelines of the Bank of Italy;
3. in compliance with any relevant limitations or
procedural requirements that CONSOB and any
competent authority may impose upon the offer
or sale of DuluxGroup Shares.
Please note that in accordance with Article 100-bis of the
Financial Services Act, where no exemption from the rules
on public offerings applies under (i), (ii) and (iii) above,
the subsequent distribution of DuluxGroup Shares on the
secondary market in Italy must be made in compliance
with the public offer and the prospectus requirement rules
provided under the Financial Services Act and Regulation
No. 11971. Failure to comply with such rules may result
in the sale of DuluxGroup Shares being declared null and
void and in the liability of the intermediary transferring
the financial instruments for any damages suffered by
the investors.
14.9.3.5 European Economic Area
In relation to each Member State of the European
Economic Area that has implemented the Prospectus
Directive (each, a Relevant Member State), from and
including the date on which the Prospectus Directive is
implemented in that Relevant Member State (the Relevant
Implementation Date), an offer of the DuluxGroup Shares
to the public may not be made in that Relevant Member
State prior to the publication of a prospectus in relation
to the DuluxGroup Shares which has been approved
by another Relevant Member State and notified to the
competent authority in that Relevant Member State,
all in accordance with the Prospectus Directive, except
that it may, with effect from and including the Relevant
Implementation Date, make an offer of the DuluxGroup
Shares to the public in that Relevant Member State at
any time:
–– to legal entities that are authorised or regulated to
operate in the financial markets or, if not so authorised,
or regulated, whose corporate purpose is solely to
invest in securities;
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–– to any legal entity that has two or more of (1)
average of at least 250 employees during the last
financial year; (2) a balance sheet of more than EUR
43,000,000 and (3) an annual net turnover of more
that EUR 50,000,000, as shown in its last annual or
consolidated accounts;
–– to fewer than 100 natural or legal persons (other than
qualified investors in as defined in the Prospectus
Directive); or
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14.10 Other information material to the making
of a decision in relation to the Demerger
Except as set out in this Booklet, there is no other
information material to the making of a decision in relation
to the Demerger being information that is within the
knowledge of any Orica Director, or any director of any
related body corporate of Orica, which has not previously
been disclosed to Orica Shareholders.

14.11 Supplementary information

–– in any other circumstances that do not require the
publication of a prospectus pursuant to Article 3 of the
Prospectus Directive; provided that no such offer of
DuluxGroup Shares shall result in a requirement for the
publication by the company of a prospectus pursuant
to Article 3 of the Prospectus Directive.

Orica will issue a supplementary document to this Booklet
if it becomes aware of any of the following between the
date of lodgement of this Booklet for registration by ASIC
and the Effective Date:

For the purpose of this provision, the expression of an
“issue of DuluxGroup Shares to the public” in relation
to any DuluxGroup Shares in any Relevant Member
State means the communication in any form and by
any means of sufficient information on the terms of
the offer and the DuluxGroup Shares to be offered
so as to enable an investor to decide to purchase or
subscribe for the DuluxGroup Shares as the same
may be varied in that Member State by any measure
implementing the Prospectus Directive in that Member
State and the expression ‘Prospectus Directive’ means
Directive 2003/71/EC and includes any relevant
implementing measure in each Relevant Member State.

–– a material omission from this Booklet;

14.9.3.6 Singapore
This Booklet has not been registered as a prospectus with
the Monetary Authority of Singapore. Accordingly, this
Booklet and any other document or material in connection
with the offer or sale, or invitation for subscription or
purchase, of DuluxGroup Shares may not be circulated
or distributed, nor may DuluxGroup Shares be offered
or sold, or be made the subject of an invitation for
subscription or purchase, whether directly or indirectly, to
persons in Singapore other than (i) to an existing holder of
Orica Shares pursuant to Section 273(1)(c) of the Securities
and Futures Act, Chapter 289 of Singapore (the “SFA”)
or (ii) otherwise pursuant to, and in accordance with,
the conditions of an exemption under any provision of
Subdivision (4) of Division 1 of Part XIII of the SFA.
14.9.3.7 United States
This document is neither an offer to sell, nor a solicitation
of an offer to buy, securities, as those terms are defined
under the US Securities Act. Any DuluxGroup Shares sold
through the Sale Facility have not been, and will not be,
registered under the US Securities Act and may not be
offered, sold or resold in, or to persons in, the US except
in accordance with an available exception from registration
under the US Securities Act.

–– a material statement in this Booklet is false or
misleading;
–– a significant change affecting a matter included in this
Booklet; or
–– a significant new matter has arisen and it would have
been required to be included in this Booklet if it had
arisen before the date of lodgement of this Booklet
for registration by ASIC.
Depending on the nature and timing of the changed
circumstances and subject to obtaining any relevant
approvals, Orica may circulate and publish any
supplementary document by:
–– placing an advertisement in a prominently published
newspaper which is circulated generally throughout
Australia;
–– posting the supplementary document on Orica’s
website, www.orica.com; or
–– making an announcement to ASX.
Any updated information about the Demerger which
is not materially adverse to investors is likely to be made
available by announcement to ASX and on Orica’s
website, www.orica.com. Where updated information
about the Demerger is materially adverse to investors,
a supplementary document will be issued and made
available in accordance with regulatory requirements.
Prior to the Meetings, Orica will provide a copy of the
updated information free of charge, to any person
who requests a copy by calling the Orica Shareholder
Information Line on 1300 301 253 (within Australia) or
+612 8280 7754 (international) on weekdays between
8.30am and 7.30pm (AEST).

154

Glossary

15

Orica Scheme Booklet

155

$ or A$ or dollars

Australian dollars

AASBs or Australian
Accounting Standards

Australian Accounting Standards adopted by the Australian Accounting Standards Board

AEST

Australian Eastern Standard Time

ASIC

Australian Securities and Investments Commission

ASTC

ASX Settlement and Transfer Corporation Pty Limited (ABN 49 008 504 532) as a holder
of a licence to operate a clearing and settlement facility

ASTC Settlement Rules

the operating rules of ASTC

ASX

ASX Limited (ABN 98 008 624 691), or the financial market operated by the Australian
Securities Exchange

ATO

Australian Taxation Office

Australian
Interpretations

AASB and Urgent Issues Group (UIG) Interpretations issued by the Australian Accounting
Standards Board

Booklet

this booklet which includes the Scheme, the Explanatory Statement, the Scheme of
Arrangement, the Deed Poll and the Notices of Meeting

Business Day

has the meaning given in the Listing Rules

CAGR

compound annual growth rate

Capital Reduction

the reduction in the share capital of Orica by the Capital Reduction Entitlements, in
accordance with the terms of the Capital Reduction Resolution, applied equally against
each Orica Ordinary Share on issue as at the Record Date

Capital Reduction
Amount

the amount of capital on each Orica Ordinary Share that is to be reduced in accordance
with the Capital Reduction Resolution, being the total amount of the Capital Reduction
($215.9 million) divided by the number of Orica Ordinary Shares on issue at the Record Date

Capital Reduction
Entitlement

in relation to each Scheme Participant, means the Capital Reduction Amount multiplied by
the number of Orica Ordinary Shares held by that Scheme Participant on the Record Date

Capital Reduction
Resolution

the ordinary resolution to approve the Capital Reduction to be considered by Orica
Shareholders at the General Meeting

CGT

capital gains tax

CHESS

Clearing House Electronic Subregister System

Constitution

the constitution of DuluxGroup

Conversion Number

has the meaning given to that term in the SPS Terms

Conversion Right

has the meaning given to that term in the SPS Terms

Corporations Act

Corporations Act 2001 (Cth)

Corporations
Regulations

Corporations Regulations 2001 (Cth)

Court

Supreme Court of Victoria

CSIRO

Commonwealth Scientific and Industrial Research Organisation

Deed Poll

the deed poll in favour of Orica Ordinary Shareholders, in the form set out in Section 17
(subject to any amendments permitted by its terms), under which DuluxGroup undertakes
to take the steps required to be taken by it for implementation of the Scheme

Demerger

the proposed demerger of the DuluxGroup division from Orica, to be implemented
through the Capital Reduction, the Demerger Dividend and the Scheme in the manner
more fully described in this Booklet

Demerger Dividend

the dividend referred to in Section 3.3.2

Demerger Dividend
Amount

the Distribution Entitlement less the Capital Reduction Amount
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Demerger Dividend
Entitlement

in relation to each Scheme Participant, means the Demerger Dividend Amount
multiplied by the number of Orica Ordinary Shares held by that Scheme Participant
on the Record Date

Demerger
Implementation Date

the date of implementation of the Demerger and the transfer of DuluxGroup Shares
to Eligible Shareholders, which is expected to be 19 July 2010, or such other date as
determined by the Orica Board

Demerger
Implementation Deed

the deed dated 25 May 2010 between Orica and DuluxGroup under which each party
undertakes specified obligations to give effect to the Demerger, a summary of which is
set out in Section 3.9.1

Demerger Resolutions

the resolutions to be voted on by Orica Shareholders to approve the Demerger, being the
Capital Reduction Resolution and the Scheme Resolution

DIFOT

“delivery in full and on time” performance

Distribution Entitlement

one DuluxGroup Share for each Orica Ordinary Share held at the Record Date which is
valued at the volume weighted average price of DuluxGroup Shares as traded on ASX
(whether on a deferred or normal settlement basis) over the first five Trading Days after
the Effective Date (which represents the aggregate of the Capital Reduction Amount and
Demerger Dividend Amount)

DIY

“do it yourself” approach to household repairs, maintenance, renovation and gardening

DuluxGroup or
DuluxGroup Limited

DuluxGroup Limited (ABN 42 133 404 065) and, where the context requires, DuluxGroup
businesses which will be transferred to DuluxGroup Limited and its Subsidiaries

DuluxGroup Board

the Board of directors of DuluxGroup immediately following the Effective Date, or from
time to time following the Effective Date, as the context requires

DuluxGroup
Constitution

the constitution of DuluxGroup subject to the Demerger being approved and with effect
from the Effective Date

DuluxGroup Director

a director of DuluxGroup immediately following the Effective Date, or from time to time
following the Effective Date, as the context requires

DuluxGroup Finance

a wholly owned Subsidiary of DuluxGroup that is the borrower under the New Facility

DuluxGroup LTEIP
Holders

employees of DuluxGroup who hold LTEIP Shares

DuluxGroup Share

a fully paid ordinary share in the capital of DuluxGroup

DuluxGroup Share
Register

the register of DuluxGroup Shareholders maintained under section 169 of the
Corporations Act

DuluxGroup Share
Registry

Link Market Services Limited (ABN 54 083 214 537)

DuluxGroup
Shareholder

a holder of a DuluxGroup Share

EBIT

earnings before interest and tax

EBITDA

earnings before interest, tax, depreciation and amortisation

Effective Date

the date on which the office copy of the Court order approving the Scheme pursuant to
section 411(4)(b) of the Corporations Act is lodged with ASIC

Eligible Shareholder

an Orica Ordinary Shareholder as at the Record Date whose registered address on the
Orica Share Register is in:
–– Australia, New Zealand, the United Kingdom, US, Canada, Chile, China, Germany,
Hong Kong, Ireland, Italy, Japan, Malaysia, the Netherlands, Norway, Singapore,
Switzerland or the United Arab Emirates; or
–– a jurisdiction in which Orica reasonably believes that it is not prohibited and not unduly
onerous or impractical to implement the Scheme and to transfer DuluxGroup Shares to
the Scheme Participant in that jurisdiction

Employee Share Plan

employee share plan for employees of Orica

EPS

earnings per share

Explanatory Statement

has the meaning given to it in part 5.1 of the Corporations Act
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First Court Hearing

the day on which an application was made to the Court for orders under section 411(1)
of the Corporations Act convening the Scheme Meeting to consider the Scheme, being
28 May 2010

GDP

gross domestic product

General Employee
Exempt Share Plan

general employee exempt share plan for employees of Orica

General Meeting

the general meeting of Orica Shareholders convened to consider the Capital Reduction
Resolution set out in the notice of general meeting in Section 19 to this Booklet and to
be held at the later of 10.30am (AEST) or the adjournment or conclusion of the Scheme
Meeting on Thursday, 8 July 2010, at The Auditorium, Melbourne Exhibition Centre,
2 Clarendon Street, South Wharf, Melbourne

General Meeting
Proxy Form

the white proxy form for the General Meeting which accompanies this Booklet

Goldman Sachs JBWere

Goldman Sachs JBWere Pty Limited (ACN 006 797 897)

GST

has the meaning given to it in the A New Tax System (Goods and Services Tax) Act 1999 (Cth)

IFRIC

International Financial Reporting Interpretations Committee

IFRS

International Financial Reporting Standards adopted by the International Accounting
Standards Board

Independent Expert

Grant Samuel & Associates Pty Limited (ABN 28 050 036 372)

Independent Expert’s
Report

the report of the Independent Expert. A concise version is contained in Section 12 and a
copy of the full version can be obtained free of charge by calling the Orica Shareholder
Information Line on 1300 301 253 (within Australia) or +612 8280 7754 (international) on
weekdays between 8.30am and 7.30pm (AEST) or from Orica’s website at www.orica.com

Ineligible Overseas
Shareholder

an overseas Orica Ordinary Shareholder who is not an Eligible Shareholder

Investigating
Accountant

KPMG Transaction Services (Australia) Pty Limited (ACN 003 891 718)

Investigating
Accountant’s Report

the report of the Investigating Accountant on certain pro forma historical financial
information presented in this Booklet, as set out in Section 11

J.P. Morgan

J.P. Morgan Australia Limited (ABN 52 002 888 011)

KPMG Transaction
Services

KPMG Transaction Services (Australia) Pty Limited (ACN 003 891 718)

Listing Rules

the official Listing Rules of ASX

LTEIP Resolution

the ordinary resolution to approve the terms of the DuluxGroup Long-Term Equity
Incentive Plan for DuluxGroup employees under section 200B of the Corporations Act
to be considered by Orica Shareholders at the General Meeting.

LTEIP Shares

Orica Ordinary Shares held under the Orica Long-Term Equity Incentive Plan.

Meetings

the Scheme Meeting and the General Meeting

Mining Businesses or
Orica Mining

Orica Mining Services, Minova and OMC

Mining Services or Orica
Mining Services

Orica Mining Services business segment

New Facility

the revolving cash advance facility with commitments totalling $400 million available to
DuluxGroup Finance

New Facility Documents

with respect to the New Facility:
–– the syndicated facility agreement between DuluxGroup, DuluxGroup Finance, each
relevant financial institution and the facility agent dated 30 April 2010;
–– the group guarantee deed poll to be granted by DuluxGroup and certain of its
Subsidiaries; and
–– the guarantee certificate to be granted under the group guarantee deed poll described
immediately above in favour of each relevant financial institution and the facility agent.
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NPAT

net profit after tax

NZ$

New Zealand dollars

NZDT

New Zealand Daylight Time

Official List

the official list of entities that ASX has admitted and not removed

Orica

Orica Limited (ABN 24 004 145 868) and, where the context requires, its Subsidiaries from
time to time

Orica Board

the board of directors of Orica

Orica Chemicals

the chemicals business of Orica, formed by the merger of Chemnet and Orica Chemical
Services

Orica Consumer
Products

the consumer products business currently owned by Orica, which was renamed
DuluxGroup on 1 October 2009

Orica Director

a director of Orica

Orica LTEIP Holders

employees of Orica who hold LTEIP Shares

Orica Mining Chemicals
or OMC

the cyanide and specialty emulsions (used in commercial explosives) businesses of
Orica Chemicals

Orica Ordinary Share

a fully paid ordinary share in the capital of Orica

Orica Ordinary
Shareholder

the registered holder of an Orica Ordinary Share

Orica Shareholder
Information Line

the information line set up for the purpose of answering enquiries from Orica
Shareholders in relation to the Demerger. The information line numbers are 1300 301 253
(within Australia) or +612 8280 7754 (international) on weekdays between 8.30am and
7.30pm (AEST)

Orica Share

an Orica Ordinary Share or an, Orica SPS, or both of them, as the context requires

Orica Shareholder

the registered holder of an Orica Share

Orica Share Register

the register of Orica Shareholders maintained under section 169 of the Corporations Act

Orica Share Registry

Link Market Services Limited (ABN 54 083 214 537)

Orica SPS

an Orica Step-up Preference Security, comprising one Orica fully paid redeemable
preference share in the capital of Orica stapled to one non-cumulative unsecured note
issued by Orica New Zealand Securities Limited (ARBN 117 168 297)

Orica SPS Holder

the registered holder of an Orica SPS

Record Date

the date that is five Business Days after the Effective Date, expected to be 7.00pm (AEST)
on 16 July 2010

Restructure

the restructure referred to in Section 3.2

Restructure Agreements

the agreements described in Section 3.2

Sale Agent

the nominee appointed (Goldman Sachs JBWere) by Orica to sell or facilitate the transfer
of the DuluxGroup Shares on behalf of Selling Shareholders

Sale Facility

the facility available to certain Orica Ordinary Shareholders, as described in Section 3.8

Sale Facility Form

the yellow form of that name accompanying this Booklet or such other form as Orica may
permit or agree in connection with the sale of DuluxGroup Shares under the Sale Facility

Scheme

the scheme of arrangement under part 5.1 of the Corporations Act between Orica and
the Orica Ordinary Shareholders as described in this Booklet and as set out in Section 16,
subject to any alterations or conditions made or required by the Court pursuant to
section 411 of the Corporations Act

Scheme Meeting

the meeting of Orica Ordinary Shareholders ordered by the Court to be held at
10.00am (AEST) at The Auditorium, Melbourne Exhibition Centre, 2 Clarendon Street,
South Wharf, Melbourne on Thursday, 8 July 2010 to consider the Scheme Resolution

Scheme Meeting
Proxy Form

the blue proxy form for the Scheme Meeting which accompanies this Booklet
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Scheme Participant

an Orica Ordinary Shareholder as at the Record Date

Scheme Resolution

the resolution to approve the Scheme to be considered by Orica Ordinary Shareholders
at the Scheme Meeting set out in the notice of meeting in Section 18

SEC

US Securities and Exchange Commission

Second Court Date

the date of the Second Court Hearing

Second Court Hearing

the hearing of the application made to the Court for an order pursuant to
section 411(4)(b) of the Corporations Act approving the Scheme

Section

a section of this Booklet

Selling Shareholder

either:
–– an Eligible Shareholder with a registered address in Australia or New Zealand who
holds 1,000 Orica Ordinary Shares or less as at the Record Date and elects to have all
the DuluxGroup Shares that they would otherwise receive under the Demerger sold
using the Sale Facility; or
–– an Ineligible Overseas Shareholder

Separation

the separation of the DuluxGroup business from Orica pursuant to the Separation Deed

Separation Date

9 July 2010, the effective date of the restructure and separation of DuluxGroup from
Orica pursuant to the internal restructure documents and the Separation Deed

Separation Deed

the deed dated 25 May 2010 between Orica and DuluxGroup dealing with certain
commercial, transitional and legal issues arising in connection with the legal and economic
separation of DuluxGroup from Orica, a summary of which is set out in Section 3.9.3

SH&E

safety, health and environment

SPS Terms

the terms of issue of the Orica SPS

Standard & Poor’s

Standard & Poor’s (Australia) Pty Limited (ABN 62 007 324 852)

Subsidiary

has the meaning given in the Corporations Act

Trading Day

has the meaning given in the Listing Rules

tpa

tonnes (metric) per annum

US

the United States of America, its territories and possessions, any state of the United States
of America and the District of Columbia

US Securities Act

the US Securities Act of 1933, as amended

US$

US dollars

VWAP

volume weighted average price
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Scheme of arrangement
Pursuant to section 411 of the Corporations Act 2001 (Cth):
BETWEEN Orica Limited
ABN 24 004 145 868
Level 3, 1 Nicholson Street
East Melbourne VIC 3002
(Orica)
AND		 Holders of its fully paid ordinary shares

Recitals
A. Orica is a public company incorporated in Victoria. It is admitted to the official list of ASX and Orica Shares are quoted
on a financial market operated by the ASX.
B. DuluxGroup is a public company incorporated in Victoria. It is, and until the Demerger Implementation Date will be,
a wholly owned subsidiary of Orica.
C. Orica and DuluxGroup have entered into the Demerger Implementation Deed pursuant to which, among other things,
Orica has agreed to propose this Scheme to Orica Ordinary Shareholders and each of Orica and DuluxGroup have
agreed to take all steps required to give effect to the Capital Reduction, Demerger Dividend and the Scheme.
D. If the Scheme becomes effective:
(a)	Orica will reduce its share capital by the Capital Reduction Amount;
(b)	Orica will declare and pay the Demerger Dividend;
(c)	Orica will apply the Capital Reduction Entitlement and Demerger Dividend Entitlement on behalf of each Scheme
Participant as consideration for the transfer of DuluxGroup Shares to each Scheme Participant (or to the Sale
Agent); and
(d)	DuluxGroup will cease to be a subsidiary of Orica.
E. DuluxGroup has entered into the Deed Poll for the purpose of covenanting in favour of the Scheme Participants to
perform its obligations under the Scheme and the Demerger Implementation Deed.

1 Definitions and interpretation
1.1 Definitions
In this document, unless the contrary intention appears or the context requires otherwise:
Term

Meaning

ASIC

the Australian Securities and Investments Commission.

ASX

ASX Limited (ABN 98 008 624 691), or the market operated by it as
the context requires.

Business Day

the meaning given in the Listing Rules.

Capital Reduction

a reduction of the ordinary share capital of Orica by the amount
of $215.9 million applied equally against each Orica Ordinary
Share on issue as at the Record Date in accordance with the
Capital Reduction Resolution.

Capital Reduction Amount

the amount of capital on each Orica Ordinary Share that is to be reduced
in accordance with the Capital Reduction Resolution, being the total
amount of the Capital Reduction ($215.9 million) divided by the number
of Orica Ordinary Shares on issue at the Record Date.

Capital Reduction Entitlement

in relation to a Scheme Participant, the Capital Reduction Amount
multiplied by the number of Orica Ordinary Shares held by the Scheme
Participant on the Record Date.

Capital Reduction Resolution

an ordinary resolution of Orica Shareholders in the form set out in the
notice of general meeting contained in the Scheme Booklet sent to
Orica Shareholders.

Corporations Act

Corporations Act 2001 (Cth).

Court

the Supreme Court of Victoria.
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Deed Poll

the deed poll dated 25 May 2010 executed by DuluxGroup in favour of
Scheme Participants (subject to any amendments permitted by its terms).

Demerger

the demerger of DuluxGroup from Orica to be implemented through the
Capital Reduction and the Scheme in a manner described in the Scheme
Booklet.

Demerger Dividend

the special dividend for an amount, per Orica Ordinary Share, which is
equal to the Demerger Dividend Amount.

Demerger Dividend Amount

the Distribution Amount less $215.9 million, then divided by the number
of Orica Ordinary Shares on issue at the Record Date.

Demerger Dividend Entitlement

in relation to a Scheme Participant, the Demerger Dividend Amount
multiplied by the number of Orica Ordinary Shares held by the Scheme
Participant on the Record Date.

Demerger Dividend Resolution

a resolution of the Board of directors of Orica to approve the declaration
and payment of a dividend equal to the Demerger Dividend Amount for
each Orica Ordinary Share on issue at the Record Date.

Demerger Implementation Date

19 July 2010 or such other date as determined by the Board of directors
of Orica.

Distribution Amount

Distribution Entitlement multiplied by the number of Orica Ordinary
Shares on issue at the Record Date.

Distribution Entitlement

one DuluxGroup Share for each Orica Ordinary Share held at the Record
Date which is valued at the volume weighted average price of DuluxGroup
Shares on ASX, whether on a deferred or normal settlement basis, over
the first five trading days after the Effective Date (which represents the
aggregate of the Capital Reduction Amount per Orica Ordinary Share and
the Demerger Dividend Amount per Orica Ordinary Share).

DuluxGroup

DuluxGroup Limited (ABN 42 133 404 065).

DuluxGroup Share

a fully paid ordinary share in the capital of DuluxGroup.

DuluxGroup Shareholder

a person who is registered in the DuluxGroup Share Register as a holder
of a DuluxGroup Share following implementation of the Scheme.

DuluxGroup Share Register

the register of DuluxGroup Shareholders maintained under section 169
of the Corporations Act.

Effective Date

the date on which the office copy of the Court order approving the
Scheme pursuant to section 411(4)(b) of the Corporations Act is lodged
with ASIC.

Electing Shareholder

an Eligible Shareholder with a registered address in Australia or
New Zealand who holds 1,000 Orica Ordinary Shares or less as at the
Record Date and elects to offer to sell all of the DuluxGroup Shares to
which they are entitled under the Scheme under the Sale Facility.

Eligible Shareholder

a Scheme Participant whose registered address on the Orica Share
Register is in:
(a) Australia, New Zealand, the United Kingdom, the United States,
Canada, Chile, China, Germany, Hong Kong, Ireland, Italy, Japan,
Malaysia, the Netherlands, Norway, Singapore, Switzerland or the
United Arab Emirates; or
(b) a jurisdiction in which Orica reasonably believes that it is not
prohibited, unduly onerous or impractical to implement the Scheme
and to transfer DuluxGroup Shares to those Scheme Participants.

End Date

30 September 2010 or such later date as is specified by the Board of
directors of Orica.

Ineligible Overseas Shareholder

a Scheme Participant who is not an Eligible Shareholder.

Listing Rules

the official Listing Rules of ASX from time to time and as modified by any
express written waiver given by ASX.
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Orica

Orica Limited (ABN 24 004 145 868).

Orica Ordinary Share

a fully paid ordinary share in the capital of Orica.

Orica Ordinary Shareholder

a person who is registered in the Orica Share Register as the holder of an
Orica Ordinary Share.

Orica Share

Orica Ordinary Shares and Orica SPS.

Orica Share Register

the register of Orica Ordinary Shareholders maintained under section 169
of the Corporations Act.

Orica Share Registry

Link Market Services Limited (ABN 54 083 214 537).

Orica Shareholder

a person who is registered in the Orica Share Register as the holder of an
Orica Share.

Orica SPS

an Orica Step-up Preference Security, comprising one Orica fully paid
redeemable preference share in the capital of Orica stapled to one
non-cumulative unsecured note issued by Orica New Zealand Securities
Limited (ARBN 117 168 297).

Record Date

7.00pm on the fifth Business Day after the Effective Date.

Registered Address

in relation to an Orica Ordinary Shareholder, the address shown in the
Orica Share Register.

Regulatory Approvals

such approvals, consents, waivers or other acts from or by Regulatory
Authorities as are necessary or, in the reasonable opinion of Orica,
desirable to implement the Scheme.

Regulatory Authority

includes:
(a) ASX, ASIC and the Australian Competition and Consumer
Commission;
(b) a government or governmental, semi-governmental or judicial entity
or authority;
(c) a minister, department, office, commission, delegate, instrumentality,
agency, board, authority or organisation of any government; and
(d) any regulatory organisation established under statute.

Sale Agent

Goldman Sachs JBWere or such other person nominated by Orica to sell
or facilitate the transfer of the DuluxGroup Shares attributable to:
(a) Ineligible Overseas Shareholders; and
(b) Electing Shareholders.

Sale Facility

the facility to be established and implemented by Orica under which
DuluxGroup Shares may be sold on ASX, the terms of which are
described and contained in the Scheme Booklet.

Scheme

the scheme of arrangement between Orica and the Orica Ordinary
Shareholders as set out in this document, subject to any alterations or
conditions made or required by the Court pursuant to section 411 of the
Corporations Act.

Scheme Booklet

the booklet containing the explanatory statement as required by Part 5.1
of the Corporations Act relating to the Scheme, notices of meetings in
relation to the Scheme and the Capital Reduction Resolution and other
information relating to any or all of the above matters.

Scheme Meeting

the meeting of Orica Ordinary Shareholders ordered by the Court to be
convened under section 411(1) of the Corporations Act.

Scheme Participant

an Orica Ordinary Shareholder as at the Record Date.

Second Court Date

the date on which the application made to the Court for an order for
the purposes of section 411(4)(b) of the Corporations Act approving the
Scheme is heard (or if adjourned to a later date, that later date).

Selling Shareholders

Ineligible Overseas Shareholders and Electing Shareholders.
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1.2 Interpretation
In this document, unless the contrary intention appears
or the context requires otherwise:
(a) words and phrases have the same meaning (if any)
given to them in the Corporations Act;
(b) each gender includes each other gender;
(c) references to persons includes references to individuals,
corporations, other bodies corporate or bodies politic;
(d) references to paragraphs or clauses are to a paragraph
or clause of this document;
(e) a reference to a statute, regulation or agreement is to
such a statute, regulation or agreement as from time
to time amended;
(f) a reference to a person includes a reference to
a person’s executors, administrators, successors,
substitutes (including, without limitation, persons
taking by novation) and assigns;
(g) if a time period is specified and dates from a given
day or the day of an act or event, it is to be calculated
exclusive of that day;
(h) a reference to a day is to be interpreted as the
period of time commencing at midnight and ending
24 hours later;
(i) the interpretation of a substantive provision is not
affected by any heading;
(j) a reference to any time is a reference to that time in
Melbourne, Australia;
(k) a reference to “$” is to the lawful currency of the
Commonwealth of Australia; and
(l) where the day on which any matter, act or thing is to
be done is a day other than a Business Day, such matter,
act or thing shall be done on the next Business Day.

2 Scheme conditions
2.1 Conditions precedent to the Scheme
The Scheme is conditional upon the following conditions
precedent:
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(e) all Regulatory Approvals being obtained before 8.00am
(Melbourne time) on the Second Court Date either
unconditionally or on conditions reasonably satisfactory
to the Board of directors of Orica;
(f) the approval of the Scheme, with or without
modification, by the Court making an order under
section 411(4)(b) of the Corporations Act;
(g) the approval of ASX for the admission of DuluxGroup
to the ASX official list and granting permission for
official quotation of DuluxGroup Shares on ASX,
subject only to the Scheme taking effect and such other
conditions that are acceptable to the Board of directors
of Orica; and
(h) the lodgement with ASIC pursuant to section 411(10)
of the Corporations Act of an office copy of the
Court order approving the Scheme pursuant
to section 411(4)(b) of the Corporations Act.

2.2 Waiver of condition precedent
Each of the conditions precedent in clause 2.1 are for the
benefit of Orica. The conditions precedent in clauses 2.1(d)
and 2.1(e) may be waived by Orica. Any such waiver must
be in writing in order for the waiver to be effective.

2.3 Certificate in relation to conditions precedent
Orica will provide to the Court on the Second Court Date
a certificate confirming whether or not all the conditions
precedent in the Scheme (other than the conditions in
clauses 2.1(f) and 2.1(h)) have been satisfied or waived.

2.4 Effective Date
Subject to satisfaction or waiver of all the conditions
precedent in clause 2.1 and subject to clause 2.5, the
Scheme will be considered to take effect for all purposes
on and from the Effective Date.

2.5 End Date
The Scheme will lapse and be of no further force or effect
if the conditions precedent set out in clause 2.1 have not
been fulfilled or waived on or before the End Date.

(a) between the date of the Scheme Booklet and the
Scheme Meeting, a majority of the Directors of Orica
recommending and not changing or withdrawing their
recommendation to Orica Ordinary Shareholders to vote
in favour of the Scheme and Orica Shareholders to vote
in favour of the Capital Reduction Resolution;

3 Scheme Implementation
3.1 Demerger Dividend Resolution

(b) the approval of the Scheme by the requisite majority
at the meeting of Orica Ordinary Shareholders
convened by the Court pursuant to section 411
of the Corporations Act;

On the Demerger Implementation Date:

(c) the passing of the Capital Reduction Resolution by the
requisite majority under the Corporations Act;
(d) no temporary restraining order, preliminary or
permanent injunction or other order is issued by any
court of competent jurisdiction and no other legal
restraint or prohibition preventing the Demerger is
in effect as at 8.00am (Melbourne time) on the Second
Court Date;

Prior to the Demerger Implementation Date, the board
of directors of Orica will pass the Demerger Dividend
Resolution.

3.2 Capital Reduction and Demerger Dividend
(a) Orica will reduce its share capital in accordance with
the Capital Reduction Resolution;
(b) Orica will pay the Demerger Dividend; and
(c) Orica must apply the Distribution Entitlement
(comprising the Capital Reduction Entitlement and
the Demerger Dividend Entitlement) of each Scheme
Participant in accordance with clause 3.3.
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3.3 Entitlements of Scheme Participants

3.6 Ineligible Overseas Shareholders

The Distribution Entitlement of each Scheme Participant,
will, on the Demerger Implementation Date, be applied
(without the need for any further act by a Scheme
Participant) as follows:

(a) Orica will procure that the Sale Agent:

(a) for each Eligible Shareholder, other than an Electing
Shareholder, by Orica as consideration in full for the
transfer by Orica to that Eligible Shareholder of that
number of DuluxGroup Shares which is equal to the
number of Orica Ordinary Shares held by that Eligible
Shareholder on the Record Date;
(b) for each Ineligible Overseas Shareholder, by Orica as
consideration in full for the transfer by Orica to the Sale
Agent of that number of DuluxGroup Shares which is
equal to the number of Orica Ordinary Shares held by
that Ineligible Overseas Shareholder on the Record Date;
and
(c) for each Electing Shareholder, by Orica as consideration
in full for the transfer by Orica to the Sale Agent of that
number of DuluxGroup Shares which is equal to the
number of Orica Ordinary Shares held by that Electing
Shareholder on the Record Date,
in accordance with clause 3.4.

3.4 Transfer of DuluxGroup Shares
The obligations of Orica under clause 3.3 will be
discharged by:
(a) Orica executing a transfer or transfers of all the
DuluxGroup Shares (or if Orica does not hold the
DuluxGroup Shares, by procuring that its relevant
subsidiary does so) to the Scheme Participant (or in
the case of Ineligible Overseas Shareholders or Electing
Shareholders, to the Sale Agent) in the numbers
determined in accordance with clause 3.3 and delivering
the transfer or transfers to DuluxGroup for registration;
and
(b) Orica procuring DuluxGroup to register the transfers
delivered to DuluxGroup under clause 3.4(a) by entering
in the DuluxGroup Share Register the name of each
Scheme Participant (or in the case of an Ineligible
Overseas Shareholder or an Electing Shareholder,
the Sale Agent) in respect of the DuluxGroup Shares
transferred to the relevant Scheme Participant (or the
Sale Agent) in accordance with this Scheme.

3.5 Dispatch of holding statements
As soon as practicable after the Demerger Implementation
Date and in accordance with the Listing Rules, Orica
will procure that DuluxGroup sends to the Eligible
Shareholders (other than Electing Shareholders), holding
statements for the DuluxGroup Shares to which they
are entitled, by prepaid post to their Registered Address
at the Record Date, unless that Eligible Shareholder has
directed otherwise, does not have a Registered Address,
or where Orica and DuluxGroup believe that such Eligible
Shareholder is not known at their Registered Address.

(1)	as soon as reasonably practicable (and in any event
not more than 15 Business Days (or such longer
period of time which the Sale Agent and the board
of directors of Orica determine is reasonable having
regard to the demand for DuluxGroup Shares) after
the Demerger Implementation Date), sells on ASX
for the benefit of an Ineligible Overseas Shareholder
all the DuluxGroup Shares transferred to the Sale
Agent under clause 3.3(b) in consideration of the
application of the Ineligible Overseas Shareholder’s
Distribution Entitlement;
(2)	accounts to each Ineligible Overseas Shareholder for
the proceeds of sale and any income attributable to
those DuluxGroup Shares (on an averaged basis so
that all Selling Shareholders receive the same price
for each DuluxGroup Share, subject to rounding to
the nearest whole cent); and
(3)	as soon as reasonably practicable, remits the
proceeds of sale in respect of the Ineligible Overseas
Shareholders and any income attributable to the
DuluxGroup Shares sold under clause 3.6(a)(1) above,
such proceeds and income to be paid by the Sale
Agent to the Ineligible Overseas Shareholder by:
		 (A) depositing or procuring the Orica Share Registry
to deposit into an account with any Australian
ADI (as defined in the Corporations Act) notified
to Orica (or Orica’s agent who manages the Orica
Share Register) by an appropriate authority from
the Ineligible Overseas Shareholder;
		 (B) if, for the purposes of paragraph (A) above, an
account with an Australian ADI has not been
notified to Orica (or Orica’s agent who manages
the Orica Share Register), or a deposit into such
an account is rejected or refunded, dispatching
by mail to the Ineligible Overseas Shareholder’s
Registered Address by cheque in Australian
currency drawn on an Australian bank; or
		 (C) if paragraph (B) applies and the Ineligible
Overseas Shareholder does not have a Registered
Address or Orica believes that the Ineligible
Overseas Shareholder is not known at their
Registered Address, crediting the amount
payable to the Ineligible Overseas Shareholder
to a separate bank account of Orica to be held
until the Ineligible Overseas Shareholder claims
the amount or the amount is dealt with in
accordance with unclaimed money legislation.
Orica must hold the amount on trust, but any
benefit accruing from the amount will be to
the benefit of Orica. An amount credited to
the account is to be treated as having been
paid to the Ineligible Overseas Shareholder when
credited to the account. Orica must maintain
records of the amounts paid, the people who
are entitled to the amounts, and any transfers
of the amounts.
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(b) Orica, in complying with the terms of clause 3.6(a) in
respect of an Ineligible Overseas Shareholder will be
taken to have satisfied and discharged its obligations
to the Ineligible Overseas Shareholder under the terms
of the Capital Reduction Resolution, the Demerger
Dividend Resolution and the Scheme. An Ineligible
Overseas Shareholder will have no claim against Orica
for any entitlement they would have had to DuluxGroup
Shares but for the terms of this Scheme.
(c)	Under this Scheme, each Ineligible Overseas
Shareholder agrees and acknowledges that the sale of
that person’s Distribution Entitlement under the Sale
Facility or this Scheme by operation of clause 3.6(a)
constitutes satisfaction of all that person’s entitlements
in and to that person’s Distribution Entitlement.
(d) Each Ineligible Overseas Shareholder appoints Orica as
its agent to receive on its behalf any financial services
guide or other notices which may be given by the Sale
Agent to that Ineligible Overseas Shareholder.

3.7 Electing Shareholders
(a) Orica will procure that the Sale Agent:
(1)	as soon as reasonably practicable (and in any event
not more than 15 Business Days (or such longer
period of time which the Sale Agent and the board
of directors of Orica determine is reasonable having
regard to the demand for DuluxGroup Shares)
after the Demerger Implementation Date), sells
on ASX for the benefit of an Electing Shareholder
all the DuluxGroup Shares transferred to the Sale
Agent under clause 3.3(c) in consideration of the
application of the Electing Shareholder’s Distribution
Entitlement;
(2)	accounts to each Electing Shareholder for the
proceeds of sale and any income attributable to
those DuluxGroup Shares (on an averaged basis so
that all Selling Shareholders receive the same price
for each DuluxGroup Share, subject to rounding to
the nearest whole cent); and
(3)	as soon as reasonably practicable, remits the
proceeds of sale in respect of the Electing
Shareholders and any income attributable to the
DuluxGroup Shares sold under clause 3.7(a)(1) above,
such proceeds and income to be paid by the Sale
Agent to the Electing Shareholder by:
		 (A) depositing or procuring the Orica Share Registry
to deposit into an account with any Australian
ADI (as defined in the Corporations Act) notified
to Orica (or Orica’s agent who manages the Orica
Share Register) by an appropriate authority from
the Electing Shareholder; or
		 (B) if, for the purposes of paragraph (A) above,
an account with an Australian ADI has not been
notified to Orica (or Orica’s agent who manages
the Orica Share Register), or a deposit into such
an account is rejected or refunded, dispatching
by mail to the Electing Shareholder’s Registered
Address by cheque in Australian currency drawn
on an Australian bank; or
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		 (C) if paragraph (B) applies and the Electing
Shareholder does not have a Registered Address
or Orica believes that the Electing Shareholder is
not known at their Registered Address, crediting
the amount payable to the Electing Shareholder
to a separate bank account of Orica to be held
until the Electing Shareholder claims the amount
or the amount is dealt with in accordance with
unclaimed money legislation. Orica must hold
the amount on trust, but any benefit accruing
from the amount will be to the benefit of
Orica. An amount credited to the account is to
be treated as having been paid to the Electing
Shareholder when credited to the account. Orica
must maintain records of the amounts paid, the
people who are entitled to the amounts, and any
transfers of the amounts.
(b) Orica, in complying with the terms of clause 3.7(a) in
respect of an Electing Shareholder will be taken to have
satisfied and discharged its obligations to the Electing
Shareholder under the terms of the Capital Reduction
Resolution, the Demerger Dividend Resolution and the
Scheme. An Electing Shareholder will have no claim
against Orica for any entitlement they would have had
to DuluxGroup Shares but for the terms of this Scheme.
(c)	Under this Scheme, each Electing Shareholder agrees
and acknowledges that the sale of that person’s
Distribution Entitlement under the Sale Facility or
this Scheme by operation of clause 3.7(a) constitutes
satisfaction of all that person’s entitlements in and to
that person’s Distribution Entitlement.
(d) Each Electing Shareholder appoints Orica as its agent to
receive on its behalf any financial services guide or other
notices which may be given by the Sale Agent to that
Electing Shareholder.

4 Dealings in Orica Shares
4.1 Orica Share Register
Subject to the Corporations Act, the Listing Rules and
the ASTC Settlement Rules, the establishment of who are
Scheme Participants and their respective entitlements,
will be determined solely on the basis of the Orica
Share Register.

4.2 Dealings in Orica Ordinary Shares by
Scheme Participants
For the purpose of establishing who are Scheme
Participants and their respective entitlements, subject
to the Corporations Act, the Listing Rules and the ASTC
Settlement Rules, dealings in Orica Ordinary Shares will
be recognised by Orica provided that:
(a) in the case of dealings of the type to be effected on
the Clearing House Electronic Subregister System,
the transferee is registered as the holder of the Orica
Ordinary Shares on or before the Record Date; or
(b) in all other cases, registrable transfers or transmission
applications in respect of those dealings are received at
the Orica Share Registry on or before the Record Date.
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4.3 Transfer requests received after the
Record Date
Orica will not accept for registration or recognise for the
purpose of establishing who are Scheme Participants and
their respective entitlements any transmission application
or transfer in respect of Orica Shares after the Record Date.

5 General provisions
5.1 Agreement to become a member
of DuluxGroup
Each Scheme Participant who will receive DuluxGroup
Shares:
(a) agrees to become a member of DuluxGroup, to have
their name entered in any register of members of
DuluxGroup and to accept the DuluxGroup Shares
transferred to them and to be bound by the constitution
of DuluxGroup; and
(b) agrees and acknowledges that the provision of the
Distribution Entitlements constitutes the satisfaction of
all his/her/its entitlements in and to Demerger Dividend
Entitlements and Capital Reduction Entitlements,
without the need for any further act by a Scheme
Participant.
This clause 5.1 does not apply to Ineligible Overseas
Shareholders or Electing Shareholders.

5.2 Appointment of agent
Each Scheme Participant, without the need for any further
act, irrevocably appoints Orica as its attorney and agent for
the purpose of executing any document or doing any other
act necessary to give effect to the terms of the Scheme,
including without limitation:
(a) the execution of any form required to effect the sale
and transfer of DuluxGroup Shares to an Eligible
Shareholder, the Sale Agent or any other person in
accordance with the terms of the Scheme, and the
delivery of any such form to DuluxGroup;
(b) executing any document or doing any other act
necessary to give effect to the terms of this Scheme
including, without limitation, the communication of
the Scheme Participant’s agreement or consent under
clauses 3.6(c), 3.7(c), 5.1, 5.4 and/or 5.5 and instructions
under clause 5.3; and
(c) the enforcement of the DuluxGroup Deed Poll against
DuluxGroup.
Orica, as agent of each Scheme Participant, may
sub-delegate its functions under this clause 5.2
to any or all of its Directors and secretaries.
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5.3 Instructions to Orica
Except for an Eligible Shareholder’s tax file number, binding
instructions or notifications between an Eligible Shareholder
and Orica relating to Orica Ordinary Shares or an Eligible
Shareholder’s status as an Orica Ordinary Shareholder
(including, without limitation, any instructions relating to
payment of dividends or communications from Orica) will
(to the extent permitted by law), from the Record Date, be
deemed, by reason of the Scheme, to be similarly binding
instructions or notifications to, and accepted by, DuluxGroup
in respect of the DuluxGroup Shares transferred to Eligible
Shareholders until those instructions or notifications are,
in each case, revoked or amended in writing addressed to
DuluxGroup at its share registry.

5.4 Scheme Participants’ consent
Scheme Participants consent to Orica doing all things
necessary, incidental or expedient to the implementation
and performance of the Scheme and acknowledge that
the Scheme binds Orica and all of the Scheme Participants
from time to time (including those who do not attend
the meeting of Orica Ordinary Shareholders to approve
the Scheme, do not vote at that meeting or vote against
the Scheme).

5.5 Amendments to the Scheme
Should the Court propose to approve the Scheme subject
to any alterations or conditions, Orica may, by its counsel,
consent to those alterations of conditions on behalf of all
persons concerned (including a Scheme Participant).

5.6 Scheme binding
To the extent of inconsistency between the Scheme
and Orica’s constitution, the Scheme overrides Orica’s
constitution and binds Orica and all Scheme Participants.

5.7 Further steps
Orica will execute all deeds and other documents and
do all acts and things as may be necessary, incidental or
expedient for the implementation and performance of
the Scheme and will, on behalf of Scheme Participants,
procure DuluxGroup to execute all deeds and other
documents and do all acts and things as may be necessary,
incidental or expedient for the implementation and
performance of the Scheme.

5.8 No liability when acting in good faith
None of Orica, DuluxGroup, or any officer of any of those
companies is liable for anything done or omitted to be
done in the performance of this Scheme in good faith.

5.9 Costs
Orica will, or will procure that DuluxGroup, pays any costs
which are payable on or in respect of the Scheme or on
any document referred to in this Scheme by Orica or by
DuluxGroup, including, without limitation, all costs and
brokerage payable in connection with the sale and transfer
to Eligible Shareholders or the Sale Agent of DuluxGroup
Shares in accordance with this Scheme.

5.10 Governing law and jurisdiction
The Scheme is governed by the law in force in Victoria,
Australia. The parties submit to the non-exclusive
jurisdiction of the courts of Victoria, Australia.
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This deed poll
is made on 25 May 2010
by

 uluxGroup Limited
D
ABN 42 133 404 065 of 1956 Dandenong Road, Clayton
VIC 3186 (DuluxGroup)

in favour of	Each holder of ordinary shares in Orica Limited ABN 24 004 145 868
(Orica) as at the Record Date (Scheme Participants)
Background
1	On 25 May 2010, DuluxGroup and Orica entered into the Demerger Implementation Deed.
2 In the Demerger Implementation Deed, DuluxGroup agreed to enter into this deed poll.
3 DuluxGroup is entering into this deed poll for the purpose of covenanting in favour of Scheme Participants
to perform its obligations under the Demerger Implementation Deed and the Scheme.

This deed poll provides
1 Definitions and interpretation
1.1 Definitions
Unless indicated otherwise, terms defined in the Scheme have the same meaning as in this deed poll. In addition, in this
deed poll the following terms have the meaning set out below.
Term

Meaning

Demerger Implementation
Deed

the Demerger Implementation Deed entered into by Orica and DuluxGroup on
25 May 2010 in relation to the implementation of the Scheme, and the other steps
required for the Demerger.

Scheme

the scheme of arrangement under Part 5.1 of the Corporations Act between Orica
and Orica Ordinary Shareholders as set out in the Scheme Booklet, subject to any
alterations or conditions reasonably required by Orica, or made or required by the
Court pursuant to section 411 of the Corporations Act.

Scheme Consideration

the transfer of one DuluxGroup Share for each Orica Ordinary Share held by a
Scheme Participant as at the Record Date.

1.2 Interpretation
In this deed poll, headings are for convenience only and do not affect interpretation and, unless the context
requires otherwise:
(a) words importing the singular include the plural and vice versa;
(b) words importing a gender include any gender;
(c) other parts of speech and grammatical forms of a word or phrase defined in this deed poll have a corresponding
meaning;
(d) a reference to a person includes an individual, the estate of an individual, a corporation, an authority, an association
or a joint venture, a partnership, a trust and any Government Agency;
(e) a reference to a clause, party, attachment, exhibit or schedule is a reference to a clause of, and a party, attachment,
exhibit and schedule to this deed poll, and a reference to this deed poll includes any attachment, exhibit and schedule;
(f) a reference to a statute, regulation, proclamation, ordinance or by law includes all statutes, regulations, proclamations,
ordinances or by laws amending, consolidating or replacing it, whether passed by the same or another Government
Agency with legal power to do so, and a reference to a statute includes all regulations, proclamations, ordinances and
by laws issued under that statute;
(g) a reference to any document (including this deed poll) is to that document as varied, novated, ratified or replaced from
time to time;
(h) the word ‘includes’ in any form is not a word of limitation;
(i) a reference to ‘$’ or ‘dollar’ is to Australian currency;
(j) a reference to any time is a reference to that time in Melbourne;
(k) a term defined in or for the purposes of the Corporations Act has the same meaning when used in this deed poll; and
(l) a reference to the Listing Rules includes any variation, consolidation or replacement of these rules and is to be taken to
be subject to any waiver or exemption granted to the compliance of those rules by a party.
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1.3 Business Day
Where the day on or by which any thing is to be done is not a Business Day, that thing must be done on or by the next
Business Day.

1.4 Nature of deed poll
DuluxGroup acknowledges that this deed poll may be relied on and enforced by any Scheme Participant in accordance
with its terms even though the Scheme Participants are not party to it.

2 Condition to obligations
2.1 Conditions
DuluxGroup’s obligations under clause 3 are subject to the satisfaction of each of the conditions in clause 2.1 of the
Scheme or, to the extent permitted by the Scheme, the waiver of those conditions.

2.2 Termination
If the conditions precedent in clause 2.1 of the Scheme are not satisfied on or before the End Date (or such later date
agreed by Orica and DuluxGroup in writing and, if required, approved by the Court), subject to clause 2.3, DuluxGroup’s
obligations under this deed poll automatically terminate.

2.3 Consequences of termination
If this deed poll is terminated under clause 2.2, in addition and without prejudice to any other rights, powers or remedies
available to it:
(a) DuluxGroup is released from its obligations to further perform this deed poll; and
(b) Scheme Participants retain the rights they have against DuluxGroup in respect of any breach of this deed poll which
occurs before it is terminated.

3 Provision of Scheme Consideration
3.1 Agreement to become members of DuluxGroup
Under clause 5.1 of the Scheme, each Scheme Participant (other than Ineligible Overseas Shareholders and Electing
Shareholders) indicates their agreement to become a member of DuluxGroup, to have their name entered in any register
of members of DuluxGroup, to accept the DuluxGroup Shares transferred to them and to be bound by the constitution
of DuluxGroup.

3.2 Obligation to update DuluxGroup Share Register
On the Demerger Implementation Date, DuluxGroup must enter into the DuluxGroup Share Register:
(1) each Scheme Participant (other than Ineligible Overseas Shareholders and Electing Shareholders) in respect of the
DuluxGroup Shares to which they are entitled under the Scheme; and
(2) the Sale Agent, in respect of the DuluxGroup Shares transferred to the Sale Agent on behalf of the Ineligible Overseas
Shareholders and Electing Shareholders, under the Scheme.

3.3 Confirmation of allotment
In accordance with clause 3.5 of the Scheme, as soon as practicable after the Demerger Implementation Date and in
accordance with the Listing Rules, DuluxGroup must send to:
(1) each Scheme Participant (other than Ineligible Overseas Shareholders and Electing Shareholders) holding statements
for the DuluxGroup Shares to which they are entitled under the Scheme; and
(2) the Sale Agent, holding statements for the DuluxGroup Shares issued or transferred to the Sale Agent on behalf of the
Ineligible Overseas Shareholders and Electing Shareholders,
by pre-paid post to their Registered Address as at the Record Date, unless that Orica Ordinary Shareholder has directed
otherwise. In the case of joint holders of DuluxGroup Shares, any uncertificated holding statements, share certificates or
equivalent documentation for DuluxGroup Shares to be transferred to Orica Ordinary Shareholders will be issued in the
names of the joint holders and forwarded to the holder whose name appears first in the Register at the Record Date. This
clause 3.3 does not apply to a Scheme Participant (other than Ineligible Overseas Shareholders and Electing Shareholders)
who does not have a Registered Address, or where Orica and DuluxGroup believe that such Scheme Participant (other
than Ineligible Overseas Shareholders and Electing Shareholders) is not known at their Registered Address.

4 Other Obligations of DuluxGroup
4.1 Official quotation of DuluxGroup Shares
DuluxGroup must apply for admission of DuluxGroup to the official list of ASX and apply for the granting by ASX of
permission for official quotation of DuluxGroup Shares to be transferred pursuant to the Scheme on a financial market
operated by ASX, subject only to the Scheme taking effect and such other conditions that are acceptable to the Board
of directors of Orica.
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4.2 General
DuluxGroup covenants in favour of Scheme Participants:
(a) to perform the steps attributed to it under, and otherwise comply with, the Scheme as if a party to the Scheme; and
(b) all steps required of it under, and to otherwise comply with, the Demerger Implementation Deed (insofar as it relates
to the Scheme).

5 Warranties
DuluxGroup represents and warrants that:
(a) it is a corporation validly existing under the laws of its place of registration;
(b) it has the corporate power to enter into and perform its obligations under this deed poll and to carry out the
transactions contemplated by this deed poll;
(c) it has taken all necessary corporate action to authorise its entry into this deed poll and has taken or will take
all necessary corporate action to authorise the performance of this deed poll and to carry out the transactions
contemplated by this deed poll; and
(d) this deed poll is valid and binding on it.

6 Continuing obligations
This deed poll is irrevocable and, subject to clause 2, remains in full force and effect until:
(a) DuluxGroup has fully performed its obligations under this deed poll; or
(b) the earlier termination of this deed poll under clause 2.

7 Notices
7.1 How and where Notices may be sent
A notice or other communication in respect of this deed poll (Notice) must be in writing and delivered by hand or sent
by pre-paid post or fax to DuluxGroup at the address or the fax number for DuluxGroup set out below or as otherwise
specified by DuluxGroup by Notice:
Attention: Company Secretary
Address:

1956 Dandenong Road, Clayton VIC 3186

Fax no:

(03) 9263 5015

7.2 Notices to be in legible writing in English
A Notice to or by DuluxGroup must be in legible writing and in English.

7.3 How a Notice must be signed
A Notice must be signed by the person giving the Notice or by a person duly authorised by that person.

7.4 Email not to be used
Email or similar electronic means of communication must not be used to give Notices in respect of this deed poll.

7.5 When Notices are taken to have been given and received
(a) A Notice sent by post is regarded as given and received on the second Business Day following the date of postage.
(b) A fax is regarded as given and received on production of a transmission report by the machine from which the fax was
sent which indicates that the fax was sent in its entirety to the recipient’s fax number, unless the recipient informs the
sender that the Notice is illegible or incomplete within 4 hours of it being transmitted.
(c) A Notice delivered or received other than on a Business Day or after 4.00pm (recipient’s time) is regarded as received
at 9.00am on the following Business Day and a Notice delivered or received before 9.00am (recipient’s time) is
regarded as received at 9.00am.

8 General
8.1 Governing law and jurisdiction
(a) This deed poll is governed by the laws in force in Victoria, Australia.
(b) DuluxGroup irrevocably submits to the non-exclusive jurisdiction of courts exercising jurisdiction in Victoria, Australia
and courts of appeal from them in respect of any proceedings arising out of or in connection with this deed. DuluxGroup
irrevocably waives any objection to the venue of any legal process in these courts on the basis that the process has been
brought in an inconvenient forum.
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8.2 Waiver
DuluxGroup may not rely on the words or conduct of any Scheme Participant as a waiver of any right unless the waiver is
in writing and signed by the Scheme Participant granting the waiver.
In this clause 8.2:
(a) conduct includes delay in the exercise of a right;
(b) right means any right arising under or in connection with this deed and includes the right to rely on this clause; and
(c) waiver includes an election between rights and remedies, and conduct which might otherwise give rise to an estoppel.

8.3 Variation
A provision of this deed poll may not be varied unless the variation is agreed to by Orica in writing, in which event
DuluxGroup will enter into a further deed poll in favour of the Scheme Participants giving effect to the amendment.

8.4 Cumulative rights
The rights, powers and remedies of DuluxGroup and the Scheme Participants under this deed poll are cumulative and do
not exclude any other rights, powers or remedies provided by law independently of this deed poll.

8.5 Assignment
(a) The rights created by this deed poll are personal to DuluxGroup and each Scheme Participant and must not be dealt
with at law or in equity.
(b) Any purported dealing in contravention of clause 8.5(a) is invalid.

8.6 Further action to be taken at DuluxGroup’s expense
DuluxGroup must, at its own expense, do all things and execute all documents necessary to give effect to this deed poll.

Executed as a deed poll in Victoria
Signed sealed and delivered by
DuluxGroup Limited
by

sign here
				

Company Secretary/Director

print name

sign here
				

print name

Director
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18 Notice of Court ordered Scheme Meeting

Notice of Court ordered meeting of holders
of Orica Shares
Orica Limited (ABN 24 004 145 868)
By order of the Supreme Court of Victoria made on
28 May 2010 pursuant to section 411(1) of the Corporations
Act, a meeting of holders of fully paid ordinary shares in
Orica Limited (Orica) will be held on Thursday, 8 July 2010
at 10.00am. The Scheme Meeting will be held at The
Auditorium, Melbourne Exhibition Centre, 2 Clarendon
Street, South Wharf, Melbourne.
The Court has directed that Mr Peter Duncan, or failing
him Mr Michael Tilley, or failing both, any Director at Orica,
be chairman of the meeting.
Information on the Scheme is set out in this Booklet (of
which this notice forms part). Terms used in this notice
have the same meaning as set out in the Glossary to
this Booklet, unless indicated otherwise.

Business of the meeting
The purpose of the meeting is to consider and, if thought
fit, to agree (with or without modification) to a scheme
of arrangement proposed to be made between Orica
and the holders of its fully paid ordinary shares (Scheme).

Scheme Resolution
“That pursuant to, and in accordance with, section 411
of the Corporations Act, the scheme of arrangement
proposed between Orica and the holders of its ordinary
shares as contained in and more precisely described in
this Booklet of which the notice convening this meeting
forms part, is approved (with or without modification
as approved by the Supreme Court of Victoria).”

Shareholders who are entitled to vote
Only Orica Ordinary Shareholders registered on the
Record Date are entitled to vote on the resolution.
This resolution is required to be passed by:
–– a majority in number of Orica Ordinary Shareholders
present and voting at the meeting (in person or by
proxy); and
–– Orica Ordinary Shareholders holding at least 75%
of the total number of votes cast by Orica Ordinary
Shareholders present and voting at the meeting (in
person or by proxy).
Holders of Orica Step-up Preference Securities (Orica SPS)
are not entitled to vote on the resolution to approve the
Scheme. Any votes cast in favour of this resolution by
holders of Orica SPS or their associates will be disregarded.
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Court approval
In accordance with section 411(4)(b) of the Corporations
Act, the Scheme (with or without modification) must be
approved by an order of the Court. If the resolution put
to this meeting is passed by the required majorities and the
other conditions to the Scheme are satisfied (including the
Capital Reduction Resolution being passed at the General
Meeting), Orica intends to apply to the Court on 9 July
2010 for approval of the Scheme.
By order of the Board
Annette Cook
Company Secretary
28 May 2010

Voting
How to vote
You can vote in either of two ways:
–– by attending the Scheme Meeting and voting in person
or by attorney or, in the case of corporate shareholders,
by corporate representative; or
–– by appointing a proxy to attend and vote at the
Scheme Meeting on your behalf, using the blue proxy
form accompanying this Booklet (of which this notice
forms part).

Voting in person (or by attorney)
You should arrive at the meeting venue 30 minutes before
the time designated for the Scheme Meeting, if possible,
so that your shareholding can be checked against Orica’s
share register and attendances noted. Attorneys should
bring with them original or certified copies of the power of
attorney under which they have been authorised to attend
and vote at the Scheme Meeting.
A representative of a company attending the meeting
should bring to the Scheme Meeting satisfactory evidence
of their appointment, including any authority under which
that appointment is signed, unless previously given to the
Orica Share Registry.

Voting by proxy
–– A shareholder who is entitled to attend and vote at
the Scheme Meeting can appoint no more than two
proxies. Each proxy has the right to vote on the poll
and also to speak at the Scheme Meeting.
–– The appointment of a proxy may specify the proportion
or the number of votes that the proxy may exercise.
Each proxy may exercise half of the votes if more
than one proxy is appointed and the appointment
does not specify the proportion of or number of the
shareholder’s votes that each proxy may exercise.
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–– A proxy does not need to be an Orica Shareholder.
–– If a proxy is not directed how to vote on an item of
business, the proxy may vote, or abstain from voting,
as that person thinks fit.
–– If a proxy is instructed to abstain from voting on an
item of business, that person is directed not to vote on
the shareholder’s behalf on the poll and the shares the
subject of the proxy appointment will not be counted
in determining the required majority.
–– Shareholders who return their proxy form(s) with a
direction how to vote but do not nominate the identity
of their proxy will be taken to have appointed the
chairman of the General Meeting as their proxy to
vote on their behalf. If a proxy form is returned but
the nominated proxy does not attend the Scheme
Meeting, the chairman of the Scheme Meeting will act
in place of the nominated proxy and vote in accordance
with any instructions. Proxy appointments in favour of
the chairman of the Scheme Meeting, the company
secretary or any other officer of Orica will be used
to support the resolution to approve the Scheme.
–– Completed proxy form(s) should be sent to the Orica
Share Registry by:
–– lodging on line at the Orica website,
www.orica.com/registry; or
–– mailing to Locked Bag A14, Sydney South NSW 1235
(using the reply paid envelope provided); or
–– faxing to +612 9287 0309; or
–– hand delivering to the Orica Share Registry at
Level 12, 680 George Street, Sydney NSW or Level 1,
333 Collins Street, Melbourne Victoria.
–– To be effective, proxy forms must be received by
no later than 10.00am on 6 July 2010. Proxy forms
received after this time will be invalid.
–– The proxy form must be signed by the shareholder
or the shareholder’s attorney. Proxies given by
corporations must be executed in accordance
with Orica’s constitution or the Corporations Act.
Where the appointment of a proxy is signed by the
appointor’s attorney, a certified copy of the power of
attorney or the power itself must be received by the
Orica Share Registry at the prior mentioned address or
by fax by 10.00am on 6 July 2010. If sent by fax, the
power of attorney must be certified.
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Notice of General Meeting of Orica Limited
Orica Limited (ABN 24 004 145 868)
Notice is given that a General Meeting of Orica Limited
(Orica) shareholders will be held on Thursday, 8 July
2010 at 10.30am or as soon thereafter as the Scheme
Meeting has concluded, for the purpose of transacting
the following business. The Scheme Meeting will be
held at The Auditorium, Melbourne Exhibition Centre,
2 Clarendon Street, South Wharf, Melbourne.
Terms used in this notice have the same meaning as set
out in the Glossary to this Booklet (of which this notice
forms part), unless indicated otherwise.

Business of the General Meeting
The purpose of the meeting is to consider and, if thought
fit, to pass the following resolution as an ordinary
resolution to approve a reduction in the capital of Orica
as an equal capital reduction.

Resolution 1: Capital Reduction
“That, subject to and conditional on the Effective Date
being achieved and for the purposes of section 256C(1) of
the Corporations Act, Orica’s share capital be reduced on
the Demerger Implementation Date by $215.9 million with
the reduction being effected and satisfied by applying
such amount equally against each Orica Ordinary Share
on issue on the Record Date and in accordance with
the Scheme.”

Resolution 2: approval to the terms of the
DuluxGroup Long Term Equity Incentive Plan
To consider and if thought fit, to pass the following
resolution as an ordinary resolution:
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Explanatory Notes
Resolution 1: Capital Reduction
The Capital Reduction Resolution at the General Meeting
is being put to shareholders to obtain approval under
section 256C of the Corporations Act to an equal
capital reduction in Orica’s ordinary share capital under
section 256B of the Corporations Act.
The Capital Reduction Resolution at the General Meeting
is being proposed in connection with the Scheme and
the Scheme is conditional on, among other things, that
resolution being passed.
The effect on Orica and its shareholders if the Capital
Reduction Resolution is passed, together with all other
factors that are material to the making of a decision by
shareholders whether to approve the Capital Reduction
Resolution, is set out in this Booklet, of which this notice
forms part.
If the Capital Reduction Resolution is passed by the
required majority, it will take effect provided the Scheme
is approved by the required majority of shareholders and
the Court and all other conditions to the Scheme are
satisfied (or waived).
The Orica Directors are of the view that, taking into
account all relevant matters, the Demerger (which includes
the Capital Reduction and the Scheme) is in the best
interests of shareholders and will not materially prejudice
Orica’s ability to pay its creditors.
Each Orica Director recommends that you vote in favour
of the Capital Reduction Resolution and intends to vote
all shares controlled by them in favour of that resolution.

“That approval be given for the purposes of section 200B
of the Corporations Act to the treatment of shares granted
to any current or future key management personnel
(as defined for the purposes of section 300A of the
Corporations Act) of DuluxGroup Limited pursuant to the
DuluxGroup Long Term Equity Incentive Plan, on the terms
set out in the Explanatory Notes to this Notice of Meeting.”

Resolution 2: approval to the terms of the
DuluxGroup Long Term Equity Incentive Plan

Shareholders who are entitled to vote

As noted in Section 5.14.7.2, in general, where an
executive ceases employment with DuluxGroup during the
loan period, the shares are surrendered (in full satisfaction
of the loan) and the executive has no further interest in
the shares.

Both holders of Orica Ordinary Shares and Orica Step‑up
Preference Securities (Orica SPS) registered on the Record
Date are entitled to vote on Resolution 1. Only Orica
Ordinary Shareholders registered on the Record Date are
entitled to vote on Resolution 2. Holders of Orica SPS are
not entitled to vote on Resolution 2. Any votes cast in
favour of this resolution by holders of Orica SPS or their
associates will be disregarded.
By order of the Board
Annette Cook
Company Secretary
28 May 2010

Approval is sought under section 200B of the Corporations
Act to any ‘termination benefit’ that may be provided
to any current or future key management personnel
(including any executive director) of DuluxGroup under
the LTEIP.

The DuluxGroup Board wishes to retain a discretion to
vest the shares on a pro rata basis and/or test and award
part of the loan forgiveness component (having regard to
the portion of the performance period that has elapsed
and DuluxGroup’s performance against the performance
condition) in appropriate circumstances. While the
DuluxGroup Board does not envisage exercising this
discretion regularly, where termination of employment
is due to circumstances beyond the executive’s control
(e.g. redundancy) and not related to poor performance,
the Board may wish to allow some vesting to occur at
the time of termination of employment.
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The value of the benefit in these circumstances cannot
currently be ascertained, as this benefit is dependent upon
DuluxGroup share price at the time of vesting, the number
of shares that vest, and the balance of the loan at that
time (determined with reference to dividends used to pay
down the loan and any debt waiver granted as a result
of DuluxGroup’s performance against the relative TSR
performance condition at the time the shares vest) and
multiplying it by the value of the original loan.
Other circumstances which may affect the calculation of
this value include:
–– the portion of the performance period that has elapsed
at the time employment ceases (where vesting is
determined on a pro rata basis across the performance
period); and
–– the market price of shares on the ASX at the relevant
time.
Further information on the DuluxGroup Long-Term Equity
Incentive Plan is set out in Section 5.14.7.2.
The Demerger is not conditional on the approval of
this LTEIP Resolution. In the event the Demerger was
approved and the LTEIP Resolution was not approved, the
DuluxGroup Board would not have the discretion to vest
shares on termination of employment in the manner set
out above.
The Orica Board and the DuluxGroup Board, excluding
the executive directors of DuluxGroup, recommend
shareholders vote in favour of resolution 2.

Voting
How to vote
You can vote in either of two ways:
–– by attending the General Meeting and voting in person
or by attorney or, in the case of corporate shareholders,
by corporate representative; or
–– by appointing a proxy to attend and vote at the
General Meeting on your behalf, using the white proxy
form accompanying this Booklet (of which this notice
forms part).

Voting in person (or by attorney)
You should arrive at the meeting venue 30 minutes before
the time designated for the General Meeting, if possible,
so that your shareholding can be checked against Orica’s
share registers and attendances noted. Attorneys should
bring with them original or certified copies of the power of
attorney under which they have been authorised to attend
and vote at the General Meeting.
A representative of a company attending the meeting
should bring to the General Meeting satisfactory evidence
of their appointment, including any authority under which
that appointment is signed, unless previously given to the
Orica Share Registry.

Voting by proxy
–– A shareholder who is entitled to attend and vote at
the General Meeting can appoint no more than two
proxies. Each proxy has the right to vote on the poll
and also to speak at the General Meeting.
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–– The appointment of a proxy may specify the proportion
or the number of votes that the proxy may exercise.
Each proxy may exercise half of the votes if more
than one proxy is appointed and the appointment
does not specify the proportion of or number of the
shareholder’s votes that each proxy may exercise.
–– A proxy does not need to be an Orica Shareholder.
–– If a proxy is not directed how to vote on an item of
business, the proxy may vote, or abstain from voting,
as that person thinks fit.
–– If a proxy is instructed to abstain from voting on an
item of business, that person is directed not to vote on
the shareholder’s behalf on the poll and the shares the
subject of the proxy appointment will not be counted
in determining the required majority.
–– Shareholders who return their proxy form(s) with a
direction how to vote but do not nominate the identity
of their proxy will be taken to have appointed the
chairman of the General Meeting as their proxy to
vote on their behalf. If a proxy form is returned but
the nominated proxy does not attend the General
Meeting, the chairman of the General Meeting will
act in place of the nominated proxy and vote in
accordance with any instructions. Proxy appointments
in favour of the chairman of the General Meeting, the
company secretary or any other officer of Orica will
be used to support the Capital Reduction Resolution
and, where the Shareholder is entitled to vote on
the LTEIP Resolution, the LTEIP Resolution (unless the
proxy is excluded from voting by law).
–– Completed proxy form(s) must be sent to the Orica
Share Registry by:
–– lodging on line at the Orica website,
www.orica.com/registry; or
–– mailing to Locked Bag A14, Sydney South NSW 1235
(using the reply paid envelope provided); or
–– faxing to +612 9287 0309; or
–– hand delivering to the Orica Share Registry at
Level 12, 680 George Street, Sydney NSW or Level 1,
333 Collins Street, Melbourne Victoria.
–– To be effective, proxy forms must be received by
no later than 10.30am on 6 July 2010. Proxy forms
received after this time will be invalid.
–– The proxy form must be signed by the shareholder
or the shareholder’s attorney. Proxies given by
corporations must be executed in accordance
with Orica’s constitution or the Corporations Act.
Where the appointment of a proxy is signed by the
appointor’s attorney, a certified copy of the power of
attorney or the power itself must be received by the
Orica Share Registry at the prior mentioned address
or by fax by 10.30am on 6 July 2010. If sent by fax,
the power of attorney must be certified.

Orica Scheme Booklet
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Corporate Directory
Orica Limited
Level 3
1 Nicholson Street
East Melbourne, Victoria 3002

Financial Advisers
Goldman Sachs JBWere
Level 17
101 Collins Street
Melbourne, Victoria 3000
J.P. Morgan Australia Limited
Level 31
101 Collins Street
Melbourne, Victoria 3000

Legal Adviser
Freehills
Level 42
101 Collins Street
Melbourne, Victoria 3000

Independent Expert
Grant Samuel & Associates Pty Limited
Level 6
1 Collins Street
Melbourne, Victoria 3000

Investigating Accountant
KPMG Transaction Services (Australia) Pty Limited
147 Collins Street
Melbourne, Victoria 3000

Taxation Adviser
PricewaterhouseCoopers
Freshwater Place
2 Southbank Boulevard
Southbank, Victoria 3006

Orica Share Registry
Link Market Services Limited
Level 12
680 George Street
Sydney, New South Wales 2000

Orica Shareholder Information Line
1300 301 253 (within Australia) or
+612 8280 7754 (international)
on weekdays between 8.30am and 7.30pm (AEST)

LODGE YOUR VOTE

 ONLINE

ORICA Limited



ABN 24 004 145 868



www.orica.com/registry

By mail:
ORICA Limited
C/- Link Market Services Limited
Locked Bag A14
Sydney South NSW 1235 Australia
All enquiries to: Telephone: 1300 301 253



By fax: +61 2 9287 0309

Overseas: +61 2 8280 7754

*X99999999999*
X99999999999

ShareHOLDER VOTING FORM
I/We being a member(s) of ORICA Limited and entitled to vote hereby appoint:

APPOINT A PROXY

STEP 1

OR if you are NOT appointing the Chairman of the
Meeting as your proxy, please write the name of the
person or body corporate (excluding the registered
shareholder) you are appointing as your proxy
or failing the person/body corporate named, or if no person/body corporate is named, the Chairman of the Meeting, as my/our proxy
and to vote for me/us on my/our behalf at the Court ordered Scheme Meeting of the Company to be held at 10:00am on Thursday,
8 July 2010, at The Auditorium, Melbourne Exhibition Centre, 2 Clarendon Street, South Wharf, Melbourne and at any adjournment
or postponement of the meeting.
the Chairman
of the Meeting
(mark box)

Proxies will only be valid and accepted by the Company if they are signed and received no later than 48 hours before the meeting.
Please read the voting instructions overleaf before marking any boxes with an X

VOTING DIRECTIONS

STEP 2

For

Resolution 1 – Scheme Resolution

Against

Abstain*

“That pursuant to, and in accordance with, section 411 of the Corporations Act, the scheme of arrangement
proposed between Orica and the holders of its ordinary shares as contained in and more precisely described in
this Booklet of which the notice convening this meeting forms part, is approved (with or without modification
as approved by the Supreme Court of Victoria).”



* If you mark the Abstain box for a particular Item, you are directing your proxy not to vote on your behalf on a show of hands or
on a poll and your votes will not be counted in computing the required majority on a poll.

STEP 3

SIGNATURE OF ShareHOLDERS – THIS MUST BE COMPLETED

Shareholder 1 (Individual)

Joint Shareholder 2 (Individual)

Joint Shareholder 3 (Individual)

Sole Director and Sole Company Secretary

Director/Company Secretary (Delete one)

Director

This form should be signed by the shareholder. If a joint holding, all shareholders must sign. If signed by the shareholder’s attorney, the
power of attorney must have been previously noted by the registry or a certified copy attached to this form. If executed by a company,
the form must be executed in accordance with the company’s constitution and the Corporations Act 2001 (Cth).

ORI PRX005

*ORI PRX005*

The Chairman of the Meeting intends to vote undirected proxies in favour of all items of business.

HOW TO COMPLETE THIS PROXY FORM
Your Name and Address
This is your name and address as it appears on the company’s
share register. If this information is incorrect, please make the
correction on the form. Shareholders sponsored by a broker
should advise their broker of any changes. Please note: you
cannot change ownership of your shares using this form.

Appointment of a Proxy

To appoint a second proxy you must:
(a) on each of the first Proxy Form and the second Proxy Form
state the percentage of your voting rights or number of
shares applicable to that form. If the appointments do not
specify the percentage or number of votes that each proxy
may exercise, each proxy may exercise half your votes.
Fractions of votes will be disregarded.
(b) return both forms together.

If you wish to appoint the Chairman of the Meeting as your
proxy, mark the box in Step 1. If the person you wish to appoint
as your proxy is someone other than the Chairman of the
Meeting please write the name of that person in Step 1. If you
leave this section blank, or your named proxy does not attend
the meeting, the Chairman of the Meeting will be your proxy.
A proxy need not be a shareholder of the company. A proxy
may be an individual or a body corporate.

Votes on Items of Business – Proxy Appointment
You may direct your proxy how to vote by placing a mark in
one of the boxes opposite each item of business. All your shares
will be voted in accordance with such a direction unless you
indicate only a portion of voting rights are to be voted on any
item by inserting the percentage or number of shares you wish
to vote in the appropriate box or boxes. If you do not mark
any of the boxes on the items of business, your proxy may vote
as he or she chooses. If you mark more than one box on an
item your vote on that item will be invalid.

Appointment of a Second Proxy
You are entitled to appoint up to two persons as proxies to
attend the meeting and vote on a poll. If you wish to appoint
a second proxy, an additional Proxy Form may be obtained by
telephoning the company’s share registry or you may copy this
form and return them both together.

Signing Instructions
You must sign this form as follows in the spaces provided:
Individual: where the holding is in one name, the holder must
sign.
Joint Holding: where the holding is in more than one name,
all shareholders must sign.
Power of Attorney: to sign under Power of Attorney, you must
lodge the Power of Attorney or a certified copy with the
registry. If you have not previously lodged this document for
notation, please attach the Power of Attorney or a certified
copy to this form when you return it.
Companies: where the company has a Sole Director who is
also the Sole Company Secretary, this form must be signed by
that person. If the company (pursuant to section 204A of the
Corporations Act 2001) does not have a Company Secretary, a
Sole Director can also sign alone. Otherwise this form may be
signed by a Director jointly with either another Director or a
Company Secretary. Please indicate the office held by signing
in the appropriate place. This form may be executed in any
other manner permitted by the company’s constitution and
the Corporations Act.

Corporate Representatives
If a representative of the corporation is to attend the
meeting the appropriate “Certificate of Appointment of
Corporate Representative” should be produced prior to
admission in accordance with the Notice of Meeting. A form
of the certificate may be obtained from the company’s share
registry.

Lodgement of a Proxy Form
This Proxy Form (and an original or a certified copy of any Power of Attorney or other authority under which it is signed) must
be received at an address given below by 10:00am on Tuesday, 6 July 2010, being not later than 48 hours before the
commencement of the meeting. Any Proxy Form received after that time will not be valid for the scheduled meeting.
Proxy Forms may be lodged using the reply paid envelope or:



ONLINE

www.orica.com/registry

lodging it online at Orica’s website (www.orica.com/registry) in accordance with the instructions given there (you will be
taken to have signed your Proxy Form if you lodge it in accordance with the instructions given on the website);

 by mail:

ORICA Limited
C/- Link Market Services Limited
Locked Bag A14
Sydney South NSW 1235
Australia



by fax:



by hand:

+61 2 9287 0309
delivering it to Link Market Services Limited, Level 12, 680 George Street, Sydney NSW 2000.

If you would like to attend and vote at the Court ordered Scheme Meeting, please bring this form with you.
This will assist in registering your attendance.

LODGE YOUR VOTE

 ONLINE

ORICA Limited



ABN 24 004 145 868



www.orica.com/registry

By mail:
ORICA Limited
C/- Link Market Services Limited
Locked Bag A14
Sydney South NSW 1235 Australia
All enquiries to: Telephone: 1300 301 253



By fax: +61 2 9287 0309

Overseas: +61 2 8280 7754

*X99999999999*
X99999999999

ShareHOLDER VOTING FORM
I/We being a member(s) of ORICA Limited and entitled to vote hereby appoint:

APPOINT A PROXY

STEP 1

OR if you are NOT appointing the Chairman of the
Meeting as your proxy, please write the name of the
person or body corporate (excluding the registered
shareholder) you are appointing as your proxy
or failing the person/body corporate named, or if no person/body corporate is named, the Chairman of the Meeting, as my/our proxy
and to vote for me/us on my/our behalf at the General Meeting of the Company to be held at 10:30am on Thursday, 8 July 2010, at
The Auditorium, Melbourne Exhibition Centre, 2 Clarendon Street, South Wharf, Melbourne and at any adjournment or postponement
of the meeting.
the Chairman
of the Meeting
(mark box)

Proxies will only be valid and accepted by the Company if they are signed and received no later than 48 hours before the meeting.
Please read the voting instructions overleaf before marking any boxes with an X

VOTING DIRECTIONS

STEP 2

For

Resolution 1 – Capital Reduction

Against

Abstain*

“That, subject to and conditional on the Effective Date being achieved and for the purposes of section 256C(1)
of the Corporations Act, Orica’s share capital be reduced on the Demerger Implementation Date by $215.9
million with the reduction being effected and satisfied by applying such amount equally against each Orica
Ordinary Share on issue on the Record Date and in accordance with the Scheme.”

Resolution 2 – Approval to the terms of the DuluxGroup Long Term Equity Incentive Plan
To consider and if thought fit, to pass the following resolution as an ordinary resolution:
“That approval be given for the purposes of section 200B of the Corporations Act to the treatment of shares
granted to any current or future key management personnel (as defined for the purposes of section 300A of
the Corporations Act) of DuluxGroup Limited pursuant to the DuluxGroup Long Term Equity Incentive Plan, on
the terms set out in the Explanatory Notes to this Notice if Meeting.”



* If you mark the Abstain box for a particular Item, you are directing your proxy not to vote on your behalf on a show of hands or
on a poll and your votes will not be counted in computing the required majority on a poll.

STEP 3

SIGNATURE OF ShareHOLDERS – THIS MUST BE COMPLETED

Shareholder 1 (Individual)

Joint Shareholder 2 (Individual)

Joint Shareholder 3 (Individual)

Sole Director and Sole Company Secretary

Director/Company Secretary (Delete one)

Director

This form should be signed by the shareholder. If a joint holding, all shareholders must sign. If signed by the shareholder’s attorney, the
power of attorney must have been previously noted by the registry or a certified copy attached to this form. If executed by a company,
the form must be executed in accordance with the company’s constitution and the Corporations Act 2001 (Cth).

ORI PRX001

*ORI PRX001*

The Chairman of the Meeting intends to vote undirected proxies in favour of all items of business.

HOW TO COMPLETE THIS PROXY FORM
Your Name and Address
This is your name and address as it appears on the company’s
share register. If this information is incorrect, please make the
correction on the form. Shareholders sponsored by a broker
should advise their broker of any changes. Please note: you
cannot change ownership of your shares using this form.

Appointment of a Proxy

To appoint a second proxy you must:
(a) on each of the first Proxy Form and the second Proxy Form
state the percentage of your voting rights or number of
shares applicable to that form. If the appointments do not
specify the percentage or number of votes that each proxy
may exercise, each proxy may exercise half your votes.
Fractions of votes will be disregarded.
(b) return both forms together.

If you wish to appoint the Chairman of the Meeting as your
proxy, mark the box in Step 1. If the person you wish to appoint
as your proxy is someone other than the Chairman of the
Meeting please write the name of that person in Step 1. If you
leave this section blank, or your named proxy does not attend
the meeting, the Chairman of the Meeting will be your proxy.
A proxy need not be a shareholder of the company. A proxy
may be an individual or a body corporate.

Votes on Items of Business – Proxy Appointment
You may direct your proxy how to vote by placing a mark in
one of the boxes opposite each item of business. All your shares
will be voted in accordance with such a direction unless you
indicate only a portion of voting rights are to be voted on any
item by inserting the percentage or number of shares you wish
to vote in the appropriate box or boxes. If you do not mark
any of the boxes on the items of business, your proxy may vote
as he or she chooses. If you mark more than one box on an
item your vote on that item will be invalid.

Appointment of a Second Proxy
You are entitled to appoint up to two persons as proxies to
attend the meeting and vote on a poll. If you wish to appoint
a second proxy, an additional Proxy Form may be obtained by
telephoning the company’s share registry or you may copy this
form and return them both together.

Signing Instructions
You must sign this form as follows in the spaces provided:
Individual: where the holding is in one name, the holder must
sign.
Joint Holding: where the holding is in more than one name,
all shareholders must sign.
Power of Attorney: to sign under Power of Attorney, you must
lodge the Power of Attorney or a certified copy with the
registry. If you have not previously lodged this document for
notation, please attach the Power of Attorney or a certified
copy to this form when you return it.
Companies: where the company has a Sole Director who is
also the Sole Company Secretary, this form must be signed by
that person. If the company (pursuant to section 204A of the
Corporations Act 2001) does not have a Company Secretary, a
Sole Director can also sign alone. Otherwise this form may be
signed by a Director jointly with either another Director or a
Company Secretary. Please indicate the office held by signing
in the appropriate place. This form may be executed in any
other manner permitted by the company’s constitution and
the Corporations Act.

Corporate Representatives
If a representative of the corporation is to attend the
meeting the appropriate “Certificate of Appointment of
Corporate Representative” should be produced prior to
admission in accordance with the Notice of Meeting. A form
of the certificate may be obtained from the company’s share
registry.

Lodgement of a Proxy Form
This Proxy Form (and an original or a certified copy of any Power of Attorney or other authority under which it is signed) must
be received at an address given below by 10:30am on Tuesday, 6 July 2010, being not later than 48 hours before the
commencement of the meeting. Any Proxy Form received after that time will not be valid for the scheduled meeting.
Proxy Forms may be lodged using the reply paid envelope or:



ONLINE

www.orica.com/registry

lodging it online at Orica’s website (www.orica.com/registry) in accordance with the instructions given there (you will be
taken to have signed your Proxy Form if you lodge it in accordance with the instructions given on the website);

 by mail:

ORICA Limited
C/- Link Market Services Limited
Locked Bag A14
Sydney South NSW 1235
Australia



by fax:



by hand:

+61 2 9287 0309
delivering it to Link Market Services Limited, Level 12, 680 George Street, Sydney NSW 2000.

If you would like to attend and vote at the General Meeting, please bring this form with you.
This will assist in registering your attendance.

ORICA Limited
ABN 24 004 145 868

orica limited demerger of
DuluxGroup Limited
SHARE SALE FACILITY APPLICATION FORM

All Orica Share Registry communications to:
Link Market Services Limited
Locked Bag A14
Sydney South NSW 1235 Australia
Toll free: 1300 301 253
From outside Australia: +61 2 8280 7754
Facsimile: (02) 9287 0303
ASX Code: ORI
Website: www.linkmarketservices.com.au/orica

*X9999999999*
X999999999
Orica Limited Shares held at 27 May 2010

DuluxGroup Limited Share Entitlement

Please note this number will change if you increase
or decrease your shareholding in Orica Ordinary
Shares prior to the close of registers at 7:00pm on
16 July 2010 (“Record Date”).

This Share Sale Facility Application
Form is to be returned to the Orica Share
Registry by 7:00pm (AEST) on 9 July 2010.

SHARE SALE FACILITY application FORM
PLEASE complete THIS FORM ONLY IF YOU WANT TO USE THE Share SALE FACILITY TO SELL ALL OF the DuluxGroup Limited
Shares that you would otherwise be entitled to receive under the demerger.
Eligible Orica shareholders with a registered address in Australia and New Zealand who do not act for the account or benefit of persons in the US and who
hold 1,000 or less Orica Ordinary Shares (“Shares”) as at 7:00pm (AEST) on the Record Date, have the opportunity to sell all the DuluxGroup Limited shares
that they would otherwise be entitled to receive under the Demerger, free of brokerage and other transaction costs. If you wish to use this facility, please
complete boxes B and C below and return this form to the Orica Share Registry.
Please note if the number of Shares you hold increases to over 1,000 Shares prior to 7:00pm (AEST) on the Record Date, you will be unable to use the Share
Sale Facility and you will be transferred DuluxGroup Limited shares.

Sale of Shares

A


B

I/We wish to sell ALL of my/our Shares.

Contact Details

Please provide a daytime telephone number where we can contact you if we have any questions about this form.
Daytime telephone number

(
C

Contact name (PRINT)

)
Shareholder Signature(s)

By signing and returning this form you agree to all of the matters set out in this form (including those matters shown overleaf).
Joint Shareholder 2 (Individual)

Joint Shareholder 3 (Individual)

Sole Director and Sole Company Secretary

Director/Company Secretary (Delete one)

Director
Date

TO BE A VALID INSTRUCTION, THIS FORM MUST BE RECEIVED AT ONE OF THE ADDRESSES
LISTED OVERLEAF BY NO LATER THAN 7:00pm (AEST) on 9 July 2010

ORI SSF001

*ORI SSF001*

Shareholder 1 (Individual)

How to complete the Share Sale Facility Form
Please read this form carefully. If you do not understand this form or if you have any doubts about what to do, please consult your appropriate
professional adviser. Terms defined in the Scheme Booklet have the same meaning as in this form (unless the context otherwise requires).

Operation of the Share Sale Facility
DuluxGroup Shares that would otherwise have been transferred to the Orica Ordinary Shareholders referred to in Section 3.8.1 of the Scheme
Booklet and Ineligible Overseas Shareholders referred to in Section 3.8.2 of the Scheme Booklet will be transferred to the Sale Agent to be sold
under the Sale Facility.
Under the Sale Facility, the Sale Agent will sell those DuluxGroup Shares on ASX during the 15 Business Days following the Demerger Implementation
Date (or such longer period of time, being no more than 12 months after the date of this Booklet, which the Sale Agent and Orica determine is
reasonable having regard to the demand for DuluxGroup Shares) at the price the Sale Agent determines. Shares will not be sold to persons who
are not, and are not acting for the account or benefit of, persons in the US in offshore transactions in reliance on Regulation S under the US
Securities Act.
As the market price of DuluxGroup Shares will be subject to change from time to time, the sale price of those DuluxGroup Shares and the proceeds
of that sale cannot be guaranteed. Selling Shareholders will be able to obtain information on the market price of DuluxGroup Shares on ASX’s
website at www.asx.com.au.
The amount of money received by each Selling Shareholder will be calculated on an averaged basis so that all Selling Shareholders will receive the
same price per DuluxGroup Share, subject to rounding to the nearest whole cent. Consequently, the amount received by Selling Shareholders for
each DuluxGroup Share may be more or less than the actual price that is received by the Sale Agent for that particular DuluxGroup Share.
Under the Scheme, each Selling Shareholder appoints Orica as its agent to receive on its behalf any financial service guide or other notices which
may be issued by the Sale Agent.

Payment of Proceeds
The proceeds received by the Sale Agent will then, as soon as practicable, be distributed to Selling Shareholders by making a deposit into an
account with an Australian bank nominated by the Selling Shareholder with the Orica Share Registry as at the Record Date. If the Selling Shareholder
does not have a nominated Australian bank account with the Orica Share Registry as at the Record Date, the Selling Shareholder will be sent a
cheque drawn on an Australian bank in Australian currency for the proceeds of sale. If the relevant Selling Shareholder’s whereabouts are unknown
as at the Record Date, the proceeds for that Selling Shareholder will be paid into a separate bank account and held until claimed or applied under
laws dealing with unclaimed money.

Signing Instructions
This form must be signed by the Shareholder.
Joint holders – all holders must sign.
Power of Attorney – if not already noted by the Orica Share Registry, a certified copy of the Power of Attorney must accompany this form.
Deceased Estate – all executors must sign and, if not already noted by the Orica Share Registry, a certified copy of Probate or Letters of
Administration must accompany this form.
Company – this form must be signed in accordance with the company’s constitution and the Corporation Act 2001 (Cth). Titles of all signatories
should be indicated and inapplicable titles should be deleted.

Lodgement Instructions
The completed form must be forwarded to the Orica Share Registry by 7:00pm (AEST) on 9 July 2010. A reply paid envelope has been provided to
you for these purposes. If you are returning your form by post, you must allow sufficient time for collection and delivery by postal services. The
postal acceptance rule does not apply.
POSTAL DELIVERY	OR
Orica Limited – Sale Facility		
Link Market Services Limited		
Locked Bag A14		
Sydney South NSW 1235 		
Australia 		

HAND DELIVERY
Orica Limited – Sale Facility
Link Market Services Limited
Level 12, 680 George Street
Sydney NSW 2000
Please do not use this address for postal delivery.

If you require information on how to complete this form please contact the Orica Shareholder Information Line on 1300 301 253 (within
Australia) or +61 2 8280 7754 (outside Australia).
Privacy Clause

Link Market Services Limited advises that Chapter 2C of the Corporations Act 2001 requires information about you as a Shareholder (including your name, address
and details of the Shares you hold) to be included in the public register of the entity in which you hold Shares. Information is collected to administer your Shareholding
and if some or all of the information is not collected then it might not be possible to administer your Shareholding. Your personal information may be disclosed to the
entity in which you hold Shares. You can obtain access to your personal information by contacting us at the address or telephone number shown on this form. Our
privacy policy is available on our website (www.linkmarketservices.com.au).

