APPENDIX 4E - PRELIMINARY FINAL REPORT

Name of Entity: BOART LONGYEAR LIMITED
ABN or equivalent company reference: 49 123 052 728

Current reporting period: year ended 31 December 2010
Previous reporting period: year ended 31 December 2009

RESULTS FOR ANNOUNCEMENT TO THE MARKET

2010 2009
US$'000 US$'000 $ change [% change
Revenue from ordinary activities 1,475,945 978,177 497,768 50.9%
Net profit from ordinary activities after tax attributable to members 84,513 (14,883) 99,396 NA
Net profit after tax attributable to members 84,513 (14,883) 99,396 NA
Brief explanation of any figures reported above:
Refer to the Directors' Report
Dividends per ordinary share paid or to be paid (US ¢):
2010 2009

Interim dividend 2.1 cents NA

Franked amount 0.735 cents NA
Final dividend 3.4 cents NA

Franked amount 1.2 cents NA

An interim dividend of US 2.1 cents per share w as paid on 14 October 2010. The dividend w as 35% franked at the

Australian corporate taxation rate of 30%. 100% of the unfranked portion of the dividend w as conduit foreign income.

A final dividend of US 3.4 cents per share has been determined and is to be paid on 15 April 2011 to shareholders
of record on 18 March 2011. The dividend will be 35% franked at the Australian corporate taxation rate of 30%.

100% of the unfranked portion of the dividend is conduit foreign income.

Total dividends for the year ended 31 December 2010 w ere US 5.5 cents per share. No dividend w as paid for the year

ended 31 December 2009.

Net Tangible Assets per share (US$):

Current period: $ 1.44

Previous corresponding period: $ 1.26

Control gained over entities having material effect
N/A

Details of aggregate share of profits (losses) ofa  ssociates and joint venture entities:

N/A

Segment Information:

Please refer to the Annual Financial Report for the year ended 31 December 2010.

Compliance Statement:
The above information has been prepared based on accounts that have

SIGNED:

Company Secretary
DATE: 23 February 2010

been audited.
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DIRECTORS’ REPORT

The directors present their report together with the financial report of Boart Longyear Limited (the “Parent”) and its
controlled entities (collectively the “Company”) for the financial year ended 31 December 2010 (“financial year”) and the
Independent Auditor's Report thereon.

Financial results and information contained herein are presented in United States (“US”) dollars unless otherwise noted.

DIRECTORS

The directors of the Company in office during the financial year and as of the date of this report are set out below.

¢ Bruce Brook Appointed 21 February 2007
* Roger Brown Appointed 1 July 2010

¢ Roy Franklin Appointed 15 October 2010

¢ David Grzelak Appointed 13 November 2008
e  Craig Kipp Appointed 28 June 2008

« David McLemore Appointed 21 February 2007
e Peter St George Appointed 21 February 2007

Others who held office as directors during the financial year were:
e Graham Bradley Appointed 21 February 2007; resigned 23 August 2010
A summary of the directors’ work experience and qualifications is found on [page xx].

DIRECTORS’ MEETINGS

The following table sets out for each director the number of directors’ meetings (including meetings of committees of
directors) held and the number of meetings attended by each director during the financial year while he was a director or
committee member. The table does not reflect the directors’ attendance at committee meetings in an “ex-officio”
capacity.

Remuneration & Environment,
Nominations Audit, Compliance Health &
Board of Directors Committee & Risk Committee Safety Committee
Held Attended Held Attended Held Attended Held Attended
Graham Bradley* 4 4 2 2
Bruce Brook 6 6 4 4 4 4
Roger Brown 2 3 3 2 2 2 2
Roy Franklin 2 2
David Grzelak 6 5 4 4 4 4
Craig Kipp 6 6
David McLemore 6 6 4 4 3 3
Peter St. George 6 6 4 4 4 4

(1) Mr. Bradley resigned from the Board effective 23 August 2010
(2) Mr. Brown was appointed to the Board on 1 July 2010
(3) Mr. Franklin was appointed to the Board on 15 October 2010

In addition to the regular meetings listed above, several special meetings of the Board and its committees were held
during the course of the year.

COMPANY SECRETARIES

Fabrizio Rasetti was appointed Company Secretary on 26 February 2007. A summary of his work experience and
qualifications is found on [page xx].

Paul Blewett was appointed Company Secretary on 21 October 2008. Prior to joining Boart Longyear he was General
Counsel and Company Secretary for Hills Industries Limited (ASX:HIL). Prior to Hills Industries, he held a number of
positions with other Australian Securities Exchange listed companies, following private legal practice for 8 years with the
Lynch Meyer law firm in Adelaide, South Australia. Mr. Blewett received his LLB from the University of Adelaide in 1983.
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PRINCIPAL ACTIVITIES

The Company is a leading integrated provider of drilling services, capital equipment and consumable products for
customers in the mining and minerals exploration, environmental and infrastructure, and energy industries. The
Company conducts these activities through two operating divisions, known as the Global Drilling Services and Global
Products divisions.

The Global Drilling Services division operates in over 40 countries. It provides services to a diverse customer base and
offers a broad range of drilling technologies, including, but not limited to, diamond core, underground, reverse circulation,
rotary and sonic drilling.

The Global Products division manufactures and sells capital equipment and consumables primarily to customers in the
drilling services and mining industries globally. These products include rigs and products such as bits, rods and in-hole
tools for exploration drilling, rock drilling and environmental, infrastructure and construction applications.

Financial performance

Financial performance across all business lines and geographic regions significantly improved over the previous year.

Total revenue for the year ended 31 December 2010 was $1,476 million, an increase of 51% compared to $978 million
for the prior year. Of the $498 million increase in revenue during 2010, $343 million was attributable to an increase in
revenues in the Global Drilling Services division and $155 million was due to the Global Products division. Revenues
were higher in each of the five geographic regions.

In 2010, the Global Drilling Services division generated revenue of $1,080 million, an increase of 47% from the prior
year. The increase is primarily attributable to improved drill rig utilisation and improved pricing.

In 2010, the Global Products division generated revenue of $395 million, an increase of 64% from the prior year. The
increase was driven by higher sales volume related to higher activity in the mining industry.

In 2010, the Company initiated a restructuring plan to reduce or eliminate certain operations. Additionally, the Company
continued the initiative begun in 2008 to reduce operating costs through a series of restructuring activities. During the
year ended 31 December 2010, the Company incurred costs of $5 million related to employee separation, contract
termination and other restructuring initiatives. During the year ended 31 December 2009, the Company incurred costs of
$13 million related to employee separation, occupancy reductions and other restructuring initiatives.

Net profit after tax for the year ended 31 December 2010 was $85 million compared to a net loss of ($15) million in the
year ended 31 December 2009. The 2010 profit includes restructuring expenses of $5 million ($3 million net of tax
benefit). The 2009 losses include restructuring expenses of $13 million and $17 million ($9 million and $12 million net of
tax benefit, respectively) in one-time expenses (primarily non-cash) related to the capital raising program undertaken
during the financial year.

Tax expense for the year ended 31 December 2010 was $39 million, or 31% of profit before tax, compared to a tax
benefit of $8 million, or 34% of loss before tax, for the year ended 31 December 2009. The tax expense and benefit
takes into account the tax weighting of the corporate structure.

Earnings per share in 2010 were 18.5 cents per share on a basic basis and 18.4 cents per share on a diluted basis,
compared to a loss per share on a basic and diluted basis of (6.1) cents for the prior year.

DIVIDENDS

On 23 August 2010, the directors of the Company declared a dividend of US 2.1 cents per share for the half-year ended
30 June 2010. The dividend was paid on 14 October 2010 and was 35% franked at the Australian corporate taxation
rate of 30%. 100% of the unfranked portion of the dividend was conduit foreign income.

On 23 February 2011, the directors of the Company determined to pay a dividend of US 3.4 cents (total of approximately
$16,000,000) on each of the issued ordinary shares of the Company. The dividend is payable on 15 April 2011 to
shareholders of record on 18 March 2011. The dividend will be 35% franked at the Australian corporate taxation rate of
30%. 100% of the unfranked portion of the dividend was conduit foreign income. The dividend was not included as a
liability in the 31 December 2010 financial statements.
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SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS
Enterprise Resource Planning System Implementation

The Company is in process of implementing a new Enterprise Resource Planning (“ERP”) system. The ERP system will
be an integral element of the Company’s management, reporting and control systems. The Company converted its North
American operations to the ERP system in January 2011. The Company plans to transition its remaining entities in a
series of conversions scheduled to occur in 2011 and 2012.

EVENTS SUBSEQUENT TO REPORTING DATE

In the opinion of the directors, there has not arisen in the interval between the end of the financial year and the date of
the report any matter or circumstance that has significantly affected, or may significantly affect, the Company’s
operations, results or state of affairs in future financial years.

FUTURE DEVELOPMENTS

The Company intends to continue its principal activities related to providing drilling services and selling drilling capital
equipment and consumable products while focusing on operating improvements, product development, cost
management and cash generation. The Company may also elect to expand its product or service offerings through
organic growth initiatives or strategic acquisitions.

Further information about likely developments in the operations of the Company in future years, expected results of
those operations, and strategies of the Company and its prospects for future financial years has been omitted from this
report because disclosure of the information would likely result in unreasonable prejudice to the Company.
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CORPORATE GOVERNANCE STATEMENT

The Board believes that high standards of corporate governance are an essential prerequisite for creating sustainable
value for shareholders. This statement summarises the main corporate governance policies and practices in place within
the Company. Unless otherwise noted, the Company has followed the best practice recommendations set out in the
ASX Corporate Governance Council’s Principles and Recommendations (the “ASX Guidelines”).

The Company’s most significant governance policies, including Board and committee charters, may be found on the
Company’s website at www.boartlongyear.com.

Role of the Board
The Board charter sets out the powers and responsibilities of the Board. These include:

«  providing strategic direction for, and approving, the Company’s business plans and objectives;

¢ monitoring the operational and financial position and performance of the Company;

e establishing a sound risk management framework for the Company and ensuring that management takes
reasonable steps to implement appropriate controls and otherwise mitigate risks;

«  requiring that robust financial and other reporting mechanisms are put in place to provide adequate, accurate
and timely information to the Board and shareholders regarding all material developments;

« appointing and evaluating the performance of the Chief Executive Officer, approving other key executive
appointments and planning for executive succession;

¢ reviewing and approving remuneration for senior executives;

« approving the Company’s annual operating budget and business plans and monitoring the management of the
Company’s capital, including any material capital expenditures, acquisitions or divestitures;

¢ monitoring procedures to ensure compliance with legal and regulatory requirements and accounting standards;
and

« determining the level of authority delegated to the Chief Executive Officer and Company management.

The Board has delegated to the Chief Executive Officer and to the Company’s Executive Management Committee
(“EXCQO”) responsibility for managing the business of the Company in compliance with Board policies, legal requirements
and the fundamental standards of ethics and integrity reflected in the Company’s Code of Business Conduct. The Board
policies and charter set clear thresholds for management authority and ensure accountability to, and oversight by, the
Board or its committees for the approval of specific matters, including remuneration of senior executives, changes to the
Company’s share capitalisation, declaration of dividends, the Company’s annual operating budget, material acquisitions
and divestitures and changes to corporate strategy. Delegations are regularly reviewed by the Board and may be
changed by the Board at any time.

Composition of the Board

At the date of this report, the Company has one executive director and six non-executive directors.

Boart Longyear recognises that the ability of its Board to fulfill its role properly requires that the directors collectively have
an appropriate range of skills, experience and expertise, including experience in accounting and financial reporting,
operational expertise and experience in the markets the Company serves. The Company also recognises that a majority
of the directors should be independent. In assessing the independence of non-executive directors, the Board has
considered the criteria detailed in the Board charter, including, whether a director:

¢ is a substantial shareholder of the Company, or otherwise is associated directly or indirectly with a substantial
shareholder;

« has been employed in an executive capacity by the Company within the last three years or did not become a
director within three years of being so employed;

« has been a principal of a material professional advisor or a material consultant to the Company within the last
three years;

« is a partner in, or material shareholder or officer of, a material supplier or customer of the Company;

« has a material contractual relationship with the Company other than as a director; and

*  has received more than A$100,000 from the Company during the past year other than as compensation for the
director fulfilling his duties as a director.

The Board charter also defines materiality as being an amount in excess of 5% of Boart Longyear’s or the advisor’s,
supplier's or customer’s revenues or expenses, as the case may be.

The Board meets the requirements of the charter and the recommendations of the ASX Guidelines as a majority of the
Board is comprised of non-executive directors and all non-executive directors, including the Chairman, meet the




Annual Financial Report
31 DECEMBER 2010 BOART LONGYEAR LIMITED

independence criteria listed above. In particular, none of the non-executive directors, including the Chairman, has been
an employee of the Company or any of its significant investors prior to the Company’s initial public offering.

Board Processes

The Board meets at least six times a year and convenes additional meetings as required. The agenda for Board
meetings is prepared by the Chief Executive Officer and other senior management in conjunction with the Chairman and,
along with supporting papers, is distributed to directors prior to each meeting. Certain senior executives participate in
Board and committee meetings to provide the directors with access to key operating, financial and compliance personnel
on a regular basis. In addition, the directors have access to other Company employees in Board and committee
meetings and in other settings. The Board endeavors to schedule at least one meeting annually at one of the
Company'’s significant operating locations and, among other things, meets with the locations’ management during each
visit.

Board Committees

The Board is comprised of the following three permanent committees to assist it in discharging its responsibilities:

¢ Audit, Compliance & Risk Committee;
. Remuneration & Nominations Committee; and
. Environment, Health & Safety Committee.

The committees have written charters that are reviewed annually. All non-executive directors may attend any committee
meeting. The Chairman of each committee reports on committee proceedings at the next Board meeting, and minutes of
committee meetings are circulated to directors in the Board papers.

Audit, Compliance & Risk Committee

The Audit, Compliance & Risk Committee assists the Board to fulfill its governance and disclosure responsibilities in
relation to the quality and integrity of the Company’s financial reports, internal controls, risk management framework and
external audits. The committee also monitors compliance with laws and regulations. The committee makes
recommendations to the Board regarding the appointment, performance and independence of the external auditor and
must approve all non-audit services performed by the external auditor.

The committee is comprised of three non-executive directors, all of whom are independent directors and at least one of
whom has relevant accounting qualifications or experience. The members of the committee during and since the
financial year are:

. Bruce Brook — Chairman
e Peter St George
* David Grzelak

Remuneration & Nominations Committee

The Remuneration & Nominations Committee supports the Board by overseeing matters related to executive and
director remuneration and the composition and performance of the Board. The committee’s responsibilities include:

» developing and reviewing remuneration plans, including annual bonus plans and long term incentive plans,
including equity-based incentive plans;

« developing performance objectives for the Chief Executive Officer and his direct reports and reviewing
performance against those objectives;

« overseeing policies for recruitment, retention and succession planning for directors and key executive positions;
and

*  reviewing the composition of the Board and monitoring the performance of the Board and the directors.

The committee consists of the following three non-executive directors:

. David McLemore — Chairman
e Peter St George
*« Roger Brown

Mr. St George resigned as committee Chairman on 22 March 2010, at which time Mr. McLemore assumed the
chairmanship.
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Environment, Health & Safety Committee

Boart Longyear places a high priority on safety, management of operational risks and compliance with environmental
laws and regulations. The Environment, Health & Safety Committee assists the Board in the effective discharge of its
responsibilities in relation to these matters and has authority to investigate any matter within the scope of the
committee’s charter.

Among its responsibilities, the committee:

e ensures that the Company has effective systems and processes for monitoring and mitigating operational risks;

« reviews and assesses the Company’s policies and practices to ensure compliance with environmental and
operational regulatory requirements, including through internal and external audits; and

« reviews the results of investigations of any major health, safety or environmental incidents occurring in the
Company’s operations.

The committee consists of the following three non-executive directors:

« Dave Grzelak — Chairman
. Bruce Brook
« Roger Brown

Mr. McLemore was a member and Chairman of the committee until 19 August 2010. Mr. Grzelak assumed the
committee chairmanship upon Mr. McLemore's resignation. Mr. Brown was appointed to the committee on 1 July 2010.

Board and Director Performance

The Board has a formal annual assessment process that includes performance assessments of the Board committees
and individual directors. As part of the assessment process, each director completes a questionnaire on the operation of
the Board and its committees and the performance and contributions of the directors. The results of the questionnaires
are compiled by the Chairman and discussed with each director individually. The Chairman also holds a further
discussion about the Board's effectiveness with the Board as a whole. The last Board effectiveness evaluation was
completed in December 2009. The Chairman currently is coordinating a Board performance assessment to be
conducted in the first quarter of 2011 with the assistance of an external consultant.

New directors undergo an induction process to inform them of the nature of the Company’s business, strategies, risks
and issues, and expectations about director performance, including awareness of continuous disclosure principles. The
terms of a non-executive director’s appointment are set out in a letter to the director from the Company. The letter
details the director’s obligations, including to:

¢ actin the best interests of the Company at all times;

e submit to re-election from time to time as required by the Company’s constitution;

« notify the Chairman of any change in circumstances that might prevent the director from being regarded as
independent;

« comply with the Company’s constitution, governance policies and all applicable legal requirements, including
the Company’s Securities Trading Policy;

« devote sufficient time to prepare for and attend Board meetings and otherwise to discharge the director’s duties;

«  keep confidential, and not use for the benefit of any person or party other than the Company, any confidential
information of the Company; and

« disclose any directorships, business interests or circumstances that might represent conflicts of interests or
reasonably be perceived to interfere with the exercise of the director’s independent judgment, or have an
adverse impact on the Company'’s reputation or public profile.

The appointment letter also confers certain benefits and rights upon the director, including indemnities and insurance
coverage for liabilities arising out of the discharge of the director’s duties and unfettered access to papers, information
and employees of the Company. In addition, directors may, with the approval of the Chairman, consult with professional
advisors.

Executive Performance

The Company employs a structured performance evaluation process to ensure that senior executives are motivated to
deliver shareholder value and are accountable to the Board at all times. The process commences early each financial
year when the Board establishes and approves corporate performance objectives as well as individual performance
objectives for senior managers of the Company. As detailed more fully in the Remuneration Report, performance
against those objectives determines the potential incentive the executive may receive under the Company’s annual
bonus plan. The Chief Executive Officer and other senior managers of the Company participate in an annual short-term
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incentive plan which is based on the achievement of the annual corporate operating margin, safety and revenue growth
performance objectives as well as certain individual strategic initiatives approved by the Board. Individuals are advised
annually of their target bonuses, which in 2010 ranged from 50% to an additional 100% of base pay for the senior
executives. Exceptional individual and corporate performance can increase these target bonuses by up to 100%. The
Company’s executive performance assessment process for 2010 and goal-setting process for 2011 commenced in
January 2011 and will be completed in March 2011.

Risk Management

The Board recognises that risk management and internal controls are fundamental to good corporate governance, and
the Board and senior management accept their responsibility to identify and manage risk on an ongoing basis. The
Company’s risk management framework consists of a number of controls, including:

« documented systems, procedures, authorities and delegations for the orderly management of the Company;

« policies and ethical standards, and ensuring that employees understand such obligations;

« risk-based internal audits to test the Company’s controls and assist management with the enforcement of
Company policies;

« certifications from management and process owners throughout the Company regarding the design and
operation of risk management systems, internal controls and compliance; and

« aformal risk management system, overseen by the Director of Risk Management, based on a written risk
management policy and the findings of Company audits and investigations.

The Board is assisted and advised in its oversight of the Company’s risk management system by two of its committees:
the Environment, Health & Safety Committee with respect to operational risks generally and the Audit, Compliance &
Risk Committee with respect to financial, compliance and other risks. Those committees review the annual audit plan of
the Company'’s internal audit function and Environment, Health & Safety group, and, along with senior management,
consider the findings of those audits. The Audit, Compliance & Risk Committee also monitors compliance programs
managed by the Company’s legal function and reviews the significant findings of any compliance reviews or
investigations.

The Company also implemented a scenario planning process in December 2010 to identify early signs of, and plan for,
significant events and contingencies.

Integrity of Financial Reporting

In accordance with the ASX Guidelines, the Chief Executive Officer and Chief Financial Officer have certified the
following (among other detailed certifications) to the Board in writing:

1) in their opinion, after having made appropriate enquiries, with regard to the integrity of the financial statements
of the Company for the year ended 31 December 2010:

@) the financial statements for the financial year comply with Accounting Standards and have been
properly maintained in accordance with section 286 of the Corporations Act 2001;

(i) the financial reports, and notes thereto, present a true and fair view, in all material respects, of the
financial position and performance of the Company in accordance with section 297 of the Corporations
Act 2001; and

(i) there are reasonable grounds to believe that the Company will be able to pay its debts as and when
they become due and payable.

2) to the best of their knowledge and belief after having made appropriate enquiries, with regard to risk
management and internal control systems of the Company for the year ended 31 December 2010:

0] the statements made in (1) above regarding the integrity of the financial statements are founded on a
sound system of risk management and internal compliance which, in all material respects, implements
the policies adopted by the Board of Directors;

(ii) the risk management and internal compliance system, to the extent it relates to financial reporting, is
operating effectively in all material respects based on the risk management model adopted by the
Company; and

(i) nothing has come to management’s attention since 31 December 2010 that would indicate any
material change to the statements made in 2(i) and 2(ii) above.
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These statements are supported by certifications made to the Chief Executive Officer and Chief Financial Officer by the
regional and financial managers of each of the Company’s divisions. They provide a reasonable but not absolute level of
assurance and do not imply a guarantee against adverse events or more volatile outcomes arising in the future. A
number of internal control deficiencies relating to financial reporting have been identified during the financial year, and in
such cases, where deemed appropriate, additional tests of procedures or tests of resulting account balances included in
the financial statements have confirmed that there has been no material impact on the financial reports. Management
also has reported to the Board as to the effectiveness of the Company’s management of material business risks.

Code of Business Conduct and Ethical Standards

Boart Longyear’s directors, management and employees are required to act with integrity at all times and maintain high
ethical standards. The Company has adopted a Code of Business Conduct that covers a broad range of matters,
including:

«  conflicts of interest and the preservation and proper use of Company assets;

«  protection of confidential and commercially sensitive information;

« employment legislation;

e competition law and fair dealing;

. environmental, health and safety considerations;

« improper payments, bribery and money laundering, including transactions with government officials;
« financial reporting and record-keeping; and

« each employee’s affirmative duty to report violations of policy or law.

The Code of Business Conduct is available on the Company’s website at www.boartlongyear.com. The Company
supplements the Code of Business Conduct with additional policies that provide more detailed guidance on substantive
legal requirements and other principles and requires employees to successfully complete assigned compliance training
courses on an ongoing basis.

In addition, the Company maintains, and actively promotes the use of, several systems for employees and other persons
to report potential violations of the Code of Conduct and other policies. Reported concerns are investigated by the
Company’s legal department and reported to the Board.

Environmental Performance

Boart Longyear is committed to achieving a high standard of environmental performance. The Company’s operations
are subject to various environmental laws and regulations in the many jurisdictions in which it operates, including
regulations under both Commonwealth and state legislation in Australia. The Board, with the assistance of the
Environment, Health & Safety Committee, monitors environmental performance against relevant legislation and
Company objectives and monitors remedial action when required.

The directors are not aware of any business unit operating in breach of environmental regulations during the financial
year and, to the date of this report, under any applicable law of the Commonwealth or of a State or Territory.

Continuous Disclosure

The Board aims to ensure that all of its shareholders and the market in general are kept fully and promptly informed of all
major developments and changes that are likely to materially affect the Company’s operations, financial results and
business prospects. The Company’s External Communications Policy specifies how the Company will meet its
continuous disclosure obligations under ASX Listing Rule 3.1 and sets out procedures for Company employees to report
potentially price-sensitive information to management and the Board.

The Company produces financial statements for its shareholders and other interested parties twice per year.
Shareholders have the right to attend the Annual General Meeting in May and are provided with an explanatory
memorandum on the resolutions proposed through the Notice of Meeting. The Company also has an investor relations
function to manage and assure prompt and relevant communications with shareholders and the market generally, and
the Company posts material information for its shareholders, such as ASX announcements and financial results, on its
website at www.boartlongyear.com.

10



Annual Financial Report
31 DECEMBER 2010 BOART LONGYEAR LIMITED

Donations

Boart Longyear contributes to the communities in which it works with donations, sponsorship and practical support. The
Company does not make political donations.

DIRECTORS’ SHAREHOLDINGS

The following table sets out each director’s relevant interest in shares, debentures, and rights or options over shares or
debentures of the Company or a related body corporate as at the date of this report.

Fully paid Restricted shares,
ordinary shares rights and options ! Total
Bruce Brook 104,422 - 104,422
Roger Brown 30,000 - 30,000
Roy Franklin - - -
David Grzelak 1,000 - 1,000
Craig Kipp 521,463 999,291 1,520,754
David McLemore 115,861 - 115,861
Peter St. George 107,449 - 107,449

(1) Certain of the restricted shares and options listed for Mr. Kipp are performance share rights granted under the Long-
Term Incentive Plan and thus are subject to a performance condition as well as a service condition

GRANTS OF SHARES, RIGHTS OVER SHARES AND OPTIONS GRANTED TO DIREC TORS AND EXECUTIVES

The shares or rights over shares of the Company that have been granted to directors or executives of the Company are
included in the Remuneration Report. Options over unissued shares of the Company have been granted to the Chief
Executive Officer, Mr. Kipp, and certain other executives, as detailed in the Remuneration Report. No shares or interests
have been issued during or since the end of the financial year as a result of exercise of options.

DIRECTORS' AND OFFICERS’ INTERESTS IN CONTRACTS

Except as noted herein, no contracts involving directors' or officers’ interests existed during, or were entered into since
the end of the financial year other than the transactions detailed in Note 34 to the financial statements.

PROCEEDINGS ON BEHALF OF COMPANY
No person has applied for leave of court to bring proceedings on behalf of the Company or intervene in any proceedings

to which the Company is a party for the purpose of taking responsibility on behalf of the Company for all or any part of
those proceedings. The Company was not a party to any such proceedings during the financial year.

11
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REMUNERATION REPORT

INTRODUCTION

This remuneration report sets out Boart Longyear’s remuneration policies and practices, the rationale underlying them
and their outcomes.

The Company’s policies have been developed within a framework that seeks to fairly reconcile:

- the overall objective of attracting, retaining and motivating management in order to achieve the highest levels of
performance from them for the benefit of all shareholders;

- high standards of fairness, transparency and sound corporate governance principles;

- the particular business environment in which Boart Longyear operates recognising that:

o the Company’s business is global and consequently the senior executive team is based primarily
outside of Australia and is recruited internationally;

o the markets in which the company operates can have strong cyclical characteristics which place equal
performance pressures on management in an upswing as in down cycles, and

o importantly the Company is incorporated and listed in Australia and must comply with local corporate
regulatory requirements and practices.

During 2010 the Board undertook a comprehensive review of the Company’s remuneration practices and policies. In
conducting this review, the Board paid particular attention to the specific concerns that were raised by shareholders in
the vote on the 2009 remuneration report.

The goal in this year's Remuneration Report is to provide clear and transparent disclosure on all relevant remuneration
matters. In doing so, greater detail has been provided than is required either by legislation or best practice principles.
Where appropriate, certain recommendations made in the final report by the Australian Productivity Commission,
Executive Remuneration, issued in late 2010, have been adopted early. The intention in doing this is to give
shareholders confidence that the Board has responsibly aligned the need to adequately remunerate our executives while
appropriately meeting the legitimate expectations of shareholders in terms of executive remuneration.

12
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Report Structure

The Remuneration Report (the “Report”) is presented in six sections, as follows.

Section Description of content
1 2010 _ Outlines the Company’s remuneration practices and the key influences on the
remuneration Company’s remuneration arrangements during the year ended 31 December 2010.
overview

Explains how executive remuneration is structured to support the Company’s strategic
objectives.

Sets out the directors and senior executives who are covered by this Report.

Details the actual remuneration earned by the CEO and other senior executives during
the year ended 31 December 2010.

2 Remuneration
framework and
strategy

Sets out the Company’s remuneration governance framework and explains how the
Board and Remuneration & Nominations Committee make remuneration decisions,
including the use of external remuneration consultants.

Outlines the Company’s remuneration strategy.

3 Components
of executive
remuneration

Provides a breakdown of the various components of executive remuneration.

Details the components of executive remuneration that are fixed and therefore not at-
risk.

Outlines the key features of the short-term incentive plan that applies to the Company’s
executives.

Outlines the key features of the long-term incentive plan and option plan that apply to the
Company’s executives.

4 Performance
and risk
alignment

Explains how executive remuneration is aligned with performance and outlines short-
term and long-term performance indicators and outcomes.

Explains how executive remuneration is structured to encourage behaviour that supports
long-term financial soundness and the Company’s risk management framework.

5 Executive
remuneration
in detail

Sets out the total remuneration provided to executives (calculated pursuant to the
accounting standards) during the years ended 31 December 2010 and 2009.

Provides details of the Rights granted to executives during the year ended 31 December
2010 under the long-term incentive plan.

Summarises the key terms of executive service contracts (including termination
entitiements).

6 Non-executive
Director
arrangements

Explains the Non-executive Directors’ remuneration structure including the basis on
which Non-executive Director remuneration is set and the components.

Outlines key features of the Non-executive Director Share Acquisition Plan.

Sets out the Non-executive Directors’ remuneration during the years ended 31
December 2010 and 2009.
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1. REMUNERATION OVERVIEW

This section provides:

. an overview of the company’s executive remuneration strategy and linkages between the strategy and the design
of the components of executive remuneration;

. a summary of the review that was undertaken of the Company’s remuneration strategy and procedures during
2010 and the outcomes of that review;

. details of the directors and senior executives covered by this Report; and

. details of the actual remuneration outcomes for senior executives.

At the Company’s annual general meeting on 11 May 2010, shareholders approved a 10 for 1 share consolidation.
Trading in the consolidated shares commenced 13 May 2010. Where relevant, amounts have been restated in this
Report using the consolidated share amounts.

1.1. EXECUTIVE REMUNERATION STRATEGY

The diagram below illustrates the significant objectives of the Company’s executive remuneration strategy and how the
components of overall remuneration have been designed to support these objectives:

Attract, Retain
and Reward

Top Talented
Executives

Alignment
between Total
Compensation
and Delivered
Performance

Remuneration
Strategy

Appropriate

Mix of Fixed
and “At Risk”
Remuneration

Total
Remuneration
is Reasonable
and Aligned
with
Shareholder
Interests

Attract, Retain and Reward
Top Talented Executives

Alignment between Total
Compensation and Delivered
Performance

Appropriate Mix of Fixed and
“At Risk” Remuneration

Total Remuneration is
reasonable and aligned with
Shareholder Interests

*Remuneration levels are
competitive with similar
roles in markets in which
the Company competes for
talent.

*Incentive-based
compensation provides for
upside potential with
superior performance.

*Long-term incentive
compensation provides for a
meaningful retention.

*Incentive-based
compensation is designed to
reward executives for
delivered performance
against important company
financial and strategic
objectives.

*Incentive plans utilise an
appropriate mix of
challenging performance
measures designed to only
deliver value to executives if
target performance is
achieved over both the
short and long terms.

*There is a significant
amount of total executive
remuneration which is at
risk and dependent upon
achieving challenging
performance metrics.

*Fixed remuneration is
appropriately market
competitive and
consistently higher
performing executives are
rewarded through higher
base compensation.

*The Remuneration
Committee regularly
performs executive
compensation
benchmarking utilising
independent compensation
consultants.

*The long-term incentive
component of remuneration
is primarily delivered
through equity share rights
linked to the Company’s
ordinary shares.

s Executives and Directors
cannot hedge equity share
rights that are unvested or
subject to restrictions.

14



Annual Financial Report

31 DECEMBER 2010

BOART LONGYEAR LIMITED

1.2. REVIEW OF REMUNERATION STRATEGY AND PRACTICES

During 2010, the Board reviewed the Company’s executive remuneration arrangements. The key objectives of this
review were to further enhance the linkage between performance-based compensation and actual business
performance, and to establish a set of key performance metrics that would remain consistent through business cycles. At
the same time it was recognised that the principle of a fair relationship between remuneration outcomes and
performance delivered to shareholders was fundamental to any executive incentive scheme being proposed as a result
of the review. The Board engaged Mercer Consulting as lead external consultants to assist in this review.

Following this review, the Company implemented several remuneration initiatives consistent with the goals of the review.

These included:

« amending the terms of the short-term incentive (“STI"”) provided to executives under the Corporate Bonus Plan
(“CBP”) to include a broader range of performance measures, including operating, strategic, safety and individual
performance measures, and to include stretch targets to reward exceptional performance. Details of the terms of this
plan are set out in section 3.3 below;

« re-designing the terms of the long-term incentive (“LTI") plan for executives applicable to performance-based awards
beginning 1 January 2010. This revised plan measures performance in relation to Return on Equity (“ROE”). This
measure is considered a more appropriate measure of performance than the previous single measure of average
earnings per share (“EPS”) as it captures several of the key performance drivers of the business and reflects the
importance to the Company of effective capital management. The revised plan also incorporates stretch targets to
reward outstanding performance. Details of the 2010 Long Term Incentive Plan are set out in section 3.4 below,

and;

« establishing formulae and key performance metrics for both the CBP and the LTI plan which can be consistently
applied through all aspects of the business cycle so as to provide certainty and clarity for executives and
shareholders (the Board has, however, retained discretion to modify the plans should circumstances require).

All components of executive remuneration, including base pay, target short-term and target long-term incentive pay were
reviewed for market competitiveness against companies of similar size and/or a composite peer group including
companies with complementary talent pools and having similar value standards.

1.3. DIRECTORS AND SENIOR EXECUTIVES

This Report sets out the remuneration arrangements in place for the key management personnel (‘KMP”) of the
Company for the purposes of the Corporations Act and the Accounting Standards, being those persons who have
authority and responsibility for planning, directing and controlling the activities of the Company, directly or indirectly,
including the non-executive directors. The KMP include the five highest remunerated executives of the Company for the
year ended 31 December 2010 and are listed in Table 1.3 below:

Table 1.3: Directors and senior executives who were KMP during the year ended 31 December 2010

Non-Executive Directors

Position

David McLemore
Graham Bradley
Bruce Brook
Roger Brown
Roy Franklin
David Grzelak
Peter St. George

Senior Executives

Chairman, Non-executive director (elected Chairman 23 August 2010)
Chairman, Non-executive director (resigned from the Board 23 August 2010)
Non-executive director

Non-executive director (appointed 1 July 2010)

Non-executive director (appointed 15 October 2010)

Non-executive director

Non-executive director

Position

Craig Kipp

Joe Ragan Il
Fabrizio Rasetti
Brad Baker
Michael Birch
Alan Sides

Chief Executive Officer and Executive Director

Chief Financial Officer

Senior Vice President, General Counsel and Secretary

Senior Vice President, Human Resources

Vice President, Global Drilling Services

Vice President, Global Products (employment commenced on 15 March 2010)

The remuneration policy and programs set out in this Report apply to all KMP and to other members of the Company’s
senior management who are not KMP.
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1.4. REMUNERATION OUTCOMES
Actual remuneration

Details of the CEO and other senior executive remuneration for the year ended 31 December 2010, prepared in
accordance with statutory obligations and accounting standards, are contained in Table 5.1 of this Report.

Table 1.4 below provides details of the cash and other benefits that were actually paid to the CEO and other senior
executives who were KMP. It illustrates how the Company’s remuneration strategy for senior executives translates into
practice.

Table 1.4: Actual remuneration received by senior executives during the year ended 31 December 2010

LTI (cash

Base Salary STl (cash)®  and equity) * Other? Total

US$ US$ US$ US$ US$
Craig Kipp 1,003,846 1,000,000 - 34,514 2,038,360
Joe Ragan Il 416,923 280,000 - 36,768 733,691
Fabrizio Rasetti 363,750 146,250 - 34,878 544,878
Brad Baker 297,058 142,500 - 35,807 475,365
Michael Birch 426,154 200,000 - 29,280 655,434
Alan Sides* 258,461 - - 238,415 496,876

(1) Represents the cash paid in respect of the executive’s STl award earned under the CBP. For further details of
the CBP, see section 3.3 of this Report.

(2) Represents the value of share rights, cash rights and options vested during the year. No awards vested for any
of the senior executives during 2010. Share rights and cash rights granted under the Company’s LTI Plan and
options granted under the Company’s Option Plan[s] during the year ended 31 December 2010 and other grant
years that are still in progress do not appear in this table, as they are not eligible for vesting until the conclusion
of the performance period and/or continued service requirement. For further details of the LTI Plan and Option
Plans, see section 3.4 of this Report.

(3) Represents benefits such as special one-time bonuses (if any), US 401(k) retirement plan Company matching
and/or profit sharing contributions, relocation benefits, car allowance, and tax preparation service
reimbursements if applicable.

(4) Mr. Sides’ employment commenced on 15 March 2010. In addition to the items in (3) above, the amount listed
as “Other” includes a one-time signing bonus of $50,000 and the value of his taxable relocation benefits of
$164,120 associated with joining the Company.

2. REMUNERATION FRAMEWORK AND STRATEGY

This section outlines the processes, principles and strategy that underpin the remuneration arrangements for senior
executives.

2.1. HOW REMUNERATION DECISIONS ARE MADE

Board responsibility

The Board is responsible for the Company’s remuneration arrangements and ensuring that they are equitable and
aligned with the long-term interests of the Company and its shareholders. In performing this function and making

decisions about executive remuneration, the Board is fully informed and acts independently of management. To assist in
making decisions relating to remuneration, the Board has established a Remuneration & Nominations Committee.
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Remuneration & Nominations Committee

The Remuneration & Nominations Committee (“Remuneration Committee”) has been established to assist the Board with
remuneration issues and is responsible for ensuring that the Company compensates appropriately and consistently with
market practices. It also seeks to ensure that the Company’s remuneration programs and strategies will attract and retain
high-calibre directors, executives and employees and will motivate them to maximise the Company’s long-term business,
create value for shareholders and support the Company’s goals and values.

The Remuneration Committee’s responsibilities include:
* developing and reviewing remuneration plans, including annual bonus plans and long-term incentive plans, including
equity-based incentive plans;

* developing performance objectives for the CEO and his direct reports and reviewing performance against those
objectives;

e overseeing strategies for recruitment, retention and succession planning for directors and key executive positions;
and

* reviewing the composition of the Board and monitoring the performance of the Board and the directors.

The Charter of the Remuneration Committee is set out in full on the Company’s website (ref: www. boartlongyear.com).

The CEO, the Senior Vice President for Human Resources and other members of senior management attend meetings
of the Remuneration Committee, as appropriate, to provide information necessary for the Remuneration Committee to
discharge its duties. Individual executives do not attend or participate in discussions where recommendations regarding
their own circumstances are determined.

Use of remuneration consultants

Where appropriate, the Board seeks and considers advice from independent remuneration consultants. Remuneration
consultants are engaged by, and report directly to, the Remuneration Committee and support the Committee in
assessing market practice and movements to ensure that base salary and targeted short-term and long-term
compensation are in line with comparable roles. When remuneration consultants are engaged, the Committee
establishes with the consultants the appropriate level of independence from the Company’s management that is required
depending upon the circumstances of the assignment or advice being sought. Thus the Committee may determine that
complete independence from management is required or that the consultants may be directed to work with Company
management to obtain relevant information or input in order to formulate advice or recommendations to the Committee.
The table below sets out details of the remuneration consultants engaged and a summary of the services provided
during the year ended 31 December 2010.

Table 2.1: Remuneration consultant arrangements

Remuneration consultant Nature of services provided

Mercer Consulting Independent market-based compensation benchmarking analysis for
establishing executive remuneration. During 2009 and continuing
into 2010, Mercer also consulted, advised and recommended
changes to the designs of both the Corporate Bonus Plan and the
long-term incentive plans as discussed in section 2.2 and detailed in
sections 3.1 through 3.4 respectively.

Blake Dawson Provided regular independent advice and counsel on various legal
and governance standards related to executive remuneration.
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2.2. REMUNERATION POLICY AND STRATEGY

The Company’s remuneration program has been designed to ensure that the structure, mix of fixed and “at-risk”
remuneration and quantum of senior executive remuneration all meet the Company’s specific business needs and
objectives and are consistent with good market practice.

Accordingly, the Company’s senior executive remuneration program has been structured so that it:
e s reasonable;
* provides a competitive compensation program to retain, attract, motivate and reward key employees;

* achieves clear alignment between total remuneration and delivered business and personal performance over the
short- and long-term; and

* is an appropriately balanced mix of fixed and “at-risk” remuneration.

The Company and the Remuneration Committee regularly review all elements of the remuneration program to ensure
that it remains appropriate to the business strategy, is competitive and is consistent with contemporary market practice.

The diagram below illustrates three primary components of the executives’ total compensation opportunity and how the
components are structured to achieve the remuneration strategy and align with shareholder interests:

Fixed Remuneration

Short -term Incentiv e
(Corporate Bonus Plan)

Long-term Incentive

« Provides a predictable base level
of compensation commensurate
with the executive’s position, value
and contribution to the Company.

« Generally targeted to be near the
median of the competitive talent
market using external
benchmarking data. Since the
majority of the Company’s
executives (and all of the KMP) are
located in the US, the competitive
talent market is determined to be
the US market.

« Variability around the median is
based on the experience,
performance, skills, position,
business unit size and/or
complexity and unique market
considerations where necessary.

This component of compensation is
“at-risk” and earned only if
challenging performance metrics
are achieved.

Key performance metrics include
operating margin, safety
performance, revenue growth and
individual strategic goals.

The plan is designed to weight
performance on operating margins,
safety and revenue growth to
overall Company performance in
order to promote collaboration and
to align with shareholder results.

Individual strategic goals can
include financial or strategic targets
for a business unit or function.
Examples can include; business
unit growth, cost control goals,
cash flow generation, geographic
expansion, productivity programs,
etc.

e This component of compensation is

“at-risk” and earned only if
challenging performance metrics
are achieved and/or continued
service requirement are met over a
three-year performance period.

The Board has determined to use
three-year average ROE as the key
measure for performance-based
long-term incentive awards.

The ROE targets include a
minimum threshold performance,
below which no value is achieved.
The range of performance payouts
was established based on an
historical return analysis of the
Company as well as against stated
analyst and shareholder
expectations.

ROE provides a strong link to
shareholders as it is a measure of
the profitability of the equity
employed in the business. It also
provides a basis to evaluate the
Company’s performance relative to
other companies and can provide a
direct comparison with alternative
investments available to
shareholders.
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3. COMPONENTS OF EXECUTIVE REMUNERATION
3.1. REMUNERATION MIX

Total remuneration for the CEO and senior executives is made up of fixed remuneration (consisting primarily of base
salary and superannuation payments) and variable “at-risk” remuneration. The variable remuneration has two “at-risk”
components:

e STl - being an annual bonus granted under the Company’s CBP; and

e LTI - being equity or cash grants tied to vesting conditions, such as continued employment and performance
hurdles.

The relevant proportions of fixed to “at-risk” components for senior executive remuneration are:

Table 3.1 Remuneration mix

Fixed Remuneration At-Risk Remuneration

STI? LTI®

CEO 28% 27% 45%
KMPs (Excl. CEO)1 41% - 47% 17% - 25% 32% - 37%

(1) Percentages vary between individuals. This is a range for the group.
(2) Assuming performance metrics are achieved such that 100% of target bonus is earned.
(3) Represents fair value at date of grant, assuming 100% performance and vesting requirements are achieved.

3.2. FIXED REMUNERATION

The fixed component of executive remuneration consists primarily of base salary. Senior executives also receive other
benefits, such as a vehicle allowance. In addition, the Company contributes to retirement programs, such as Australia’s
compulsory Superannuation scheme or the United States’ 401(k) plans.

Base salaries are reviewed annually by the Remuneration Committee (or, for the CEO, by the Board) and may be
adjusted as appropriate to maintain market competitiveness and/or based on merit in accordance with the CEQO’s
recommendation (for senior executives other than the CEO).

3.3. SHORT-TERM INCENTIVE

Table 3.3: Summary of STI program

What is the STI The Corporate Bonus Plan (“CBP”) provides certain employees with the potential to receive an
program? annual bonus if they satisfy specific annual objectives and targets that are pre-determined by the
Board.

Potential incentives available to be earned under the CBP range between 10% and 200% of an
employee’s base salary depending on the employee’s role and actual performance achieved.
The actual bonus that an employee will receive under the CBP (if any) will vary depending on the
Company’s and the individual's performance against the relevant objectives and targets, as
detailed more fully below.

Who participates in Senior executives (including the CEO) and other employees on a discretionary basis.
the STI program?
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Why does the
Board consider the
STI program an
appropriate
incentive?

The CBP and the performance conditions set under the CBP have been designed to:

J focus eligible employees on maximising company performance in key financial, safety
and operational targets;

J align individual efforts with Company and shareholder interests ; and

J reward superior individual and Company performance.

By putting a significant proportion of senior executive remuneration “at risk” under the CBP
against challenging targets, the CBP aligns executive interests with the Company’s financial and
safety performance and with the operational and/ or functional objectives of their relevant
business unit or function.

What are the
performance
conditions?

There are four key performance components to the 2010 CBP. Each component has a
threshold performance below which no bonus is earned for that component; a target level of
performance where 100% of the bonus can be earned; and a maximum stretch level of
performance whereby superior results can earn up to 150% of that component of the bonus.

The four performance components and their relative weightings are:

1) Operating Margin - 60% of an employee’s CBP opportunity is linked to the Company’s
overall financial operating margin performance.

2) Strategic Objectives — 30% of an employee’s CBP opportunity is dependent upon
performance against strategic objectives relevant to the employee’s business unit or
functional responsibility. Examples of strategic objectives may include business unit or
functional cost targets, geographic or targeted market segment growth, new product
introductions, specific project or initiative progress, etc.

3) Safety - 10% of an employee’s CBP opportunity is dependent upon the Company’s
overall safety performance.

4) Revenue - a multiplier based on year-over-year increases in revenue is applied to any
amounts earned for meeting or exceeding the Operating Margin, Strategic Objectives
and Safety performance goals, thereby capturing overall business growth as a key
objective.

The Company’s annual financial target for the purposes of the CBP is set by the Remuneration
Committee and in 2010 both threshold and stretch targets were set to further incentivise
executives. The Remuneration Committee’s philosophy in setting financial targets is to establish
threshold targets that represent the desired minimum outcome for each goal (below which no
bonus is payable) and stretch targets that can only be met by the achievement of excellent
outcomes for each goal.

For 2010, the Remuneration Committee specifically approved the following performance payout
matrices for corporate Operating Margin and Revenue Multipliers:

Payout (% of
Target for
Op. Margin Financial Rev.

Performance Component) Growth Multiplier
20.0% 150% 50% 1.33x
17.5% 120% 40% 1.27x
15.0% 90% 30% 1.20x
12.5% 70% 20% 1.13x
10.0% 50% 10% 1.07x

7.5% 40% 0% 1.00x
5.0% 30%
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While these metrics are specific to 2010 and will be reviewed annually, they have been
established with the intent of remaining consistent through the business cycle. The
Remuneration Committee also reviews and approves the non-financial targets for senior
executives (including the CEO).

Additionally, certain conditions may apply to an employee’s CBP opportunity that reduces (but
not increases) the bonus that they receive under the CBP. For example, if an employee fails to
adhere to corporate leadership values, such as legal compliance, this may reduce total bonus

payable to them under the CBP by up to 100%.

How are the
performance
conditions
measured?

Performance is assessed against the relevant targets annually. The final determination of the
Company’s financial performance is determined after reviewing the Company’s audited financial
results for the relevant period. Financial targets are assessed quantitatively against the pre-
determined targets. Where possible, non-financial targets are also assessed quantitatively and
otherwise they are assessed by periodic qualitative performance appraisal.

Sample calculation

Following is an example of how a bonus would be calculated assuming the following:

*  Employee earns $150,000 with a 40% target bonus amount

e Corporate Operating Margin of 12.5%

« Safety and Strategic Objectives achievement each at target performance
e Revenue Growth of 10%

Corporate Operating Margin of 12.5% = 70% component payout (per table above)
Safety performance at target = 100% component payout

Strategic Objectives at target = 100% component payout

Revenue Growth of 10% = Revenue Multiplier of 1.07 (per table above)

Calculation:

Step 1: Determine Component subtotal

Operating Margin = (70% x 60% weighting) =42%
+ Safety Performance = (100% x 10% weighting) =10%
+ Strategic Obijectives = (100% x 30% weighting) = 30%
= Subtotal Achievement =82%

Step 2: Multiply Subtotal by achieved Revenue Multiplier to obtain Total Bonus Percentage
82% x 1.07 = 88%

Step 3: Calculate Bonus
$150,000 x 40% Target Bonus x 88% Bonus achievement = $52,800 Bonus

In what form is the
STI delivered?

All bonuses awarded under the CBP are delivered as a cash bonus.

What STI awards
did senior
executives earn in
2010?

Bonuses paid under the CBP during the year ended 31 December 2010 are set out in Table 4.3
in section 4.1 of this Report. The bonuses will be paid in March 2011 after Board approval.
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3.4. LONG-TERM INCENTIVES

Long-term Incentive Plan (“LTIP”)

Table 3.4: Summary of the LTIP

What is the
purpose of the
LTIP?

The Company established the LTIP to:
 align senior executive reward with shareholder value;
e assist in retaining key executives;
* encourage superior performance on a sustained basis; and
* provide executives with an opportunity to share in the growth and value of the Company

By tying the LTI component of senior executive remuneration to the achievement of performance
conditions and time-based service conditions.

Who participates in
the LTIP?

The executives eligible to participate in the LTIP are senior divisional, regional and corporate
executives. The target value of annual LTIP grants varies depending on the participant’s
position. The target amounts are based on market averages for comparable roles at similarly-
sized companies. The Company made grants to approximately 100 participants during the year
ended 31 December 2010.

What proportion of
total remuneration
does the LTIP
program
represent?

Senior executives are offered grants that represent approximately 32% - 37% (45% for the CEO)
of their total remuneration (on an annualised basis). However, participating senior executives
derive no actual value from their LTI grants under LTIP unless the performance hurdles and/or
service conditions are satisfied.

How is reward
delivered under the
LTIP?

The incentive provided under the LTIP is a grant of rights (“Rights”). Rights can be granted in the
form of shares (“Share Rights”), cash (“Cash Rights”) or a combination of the two. A Share Right
is an entitlement to receive a fully-paid ordinary share in the Company and a Cash Right is an
entitlement to receive a cash bonus up to a set maximum.

Rights are granted on terms and conditions determined by the Board, including vesting
conditions linked to service and performance over a specified period (usually 3 years).

Do participants pay
for the Share
Rights?

Rights are offered at no cost to the senior executives.

What rights are
attached to the
Share Rights?

Share Rights do not carry voting rights, however shares allocated upon vesting of Share Rights
will carry the same rights as other ordinary shares.

The Company may acquire shares underlying the Share Rights that it has granted under the
LTIP, and the price paid by the Company will be the prevailing market price of the shares at the
time of acquisition. The acquired shares will be held on trust, and, even though the Share Rights
have not yet vested, the participant will receive dividends attributed to the shares that underlie
their Share Rights when they are received by the Trustee from the time of acquisition until
vesting.

Senior executives are not entitled to trade or hedge their unvested Rights.
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What are the
vesting
conditions?

For Rights granted during the year ended 31 December 2010, the vesting conditions were as

follows:

Tranche Percentage of grant Vesting condition Partial vesting
Performance 100% for the CEO Achievement of average | Vesting occurs on a pro-
Share Rights or ROE targets over a rata basis if the
Performance 50% for executives | three-year period set by | minimum three-year
Cash Rights other than the CEO | the Board. The targets average ROE threshold

include a threshold
average ROE target and
a stretch average ROE
target for the three year
performance period.

plus

Continuation of
employment during the
three-year performance
period.

is surpassed.

At the minimum three-
year average ROE
threshold, 50% of
Performance Share
and/or Performance
Cash Rights will vest.

Full vesting occurs only
if the Company’s three-
year average ROE
meets or exceeds the
stretch target for the
performance period.

Retention Share
Rights or
Retention Cash
Rights

0% for the CEO

50% for executives
other than the CEO

Continuation of
employment during the
three-year continued
service period.

No

For Rights granted

prior to 2010, the vesting conditions were as follows:

except that the
performance measure is
cumulative three-year
earnings per share
targets.

Tranche Percentage of grant Vesting condition Partial vesting
Performance 50% for executives | Vesting conditions are Partial vesting
Share Rights or | (including the CEQ) | the same as for the conditions are the same
Performance Performance Share as for the Performance
Cash Rights Rights described above, | Share Rights described

above.

Retention Share
Rights or
Retention Cash
Rights

50% for executives
(including the CEO)

Continuation of
employment during the
three-year continued
service period.

No
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How is the ROE
hurdle measured?

Vesting of the Performance Share Rights or Performance Cash Rights that were granted during
the year ended 31 December 2010 will be determined by the Company’s performance against
average ROE targets for the three-year performance period. ROE is defined as annual net profit
after tax (“NPAT") attributable to equity shareholders divided by average total equity.

The following table shows the 3-year average ROE threshold, target and maximum performance
requirements:

Average ROE Performance 3-year average ROE % of award earned
Maximum Award Greater than 13.0% 150%
Greater than 11.0% and less than 125%
or equal to 13.0%
Target Award Greater than 9.0% and less than 100%
or equal to 11.0%
Greater than 7.0% and less than 75%
or equal to 9.0%
Threshold Award Greater than or equal to 6.0% and 50%
less than or equal to 7.0%
Less than Threshold Less than 6.0% 0%

How is the EPS
hurdle measured?

Vesting of the Performance Share Rights or Performance Cash Rights that were granted prior to
2010 will be determined by the Company’s performance against cumulative EPS targets for the
three-year performance period. At the beginning of each year the Board establishes a threshold
and maximum EPS metric for that year. At the end of the three-year performance period actual
cumulative performance over the period will be measured against the cumulative threshold and
maximum performance to determine the amount of the Performance Rights that will vest. Once
the actual cumulative performance has exceeded the threshold, participants have the potential to
earn any percentage of the target award between 50% to 100%.

The Performance Share Rights or Performance Cash Rights granted in 2008 which have
completed the performance period will vest in accordance with the following table:

Cumulative EPS

2010 cumulative

% of award earned

performance EPS metric
Maximum Award 64.5 cents 100%
Threshold Award 43.8 cents 50%
Less than Threshold 0%

In 2009, the Board introduced a one-off provision allowing for a fourth year retesting of the 2008
awards to address issues arising from the highly uncertain position the Company found itself in
as a consequence of the global financial crisis. The Board stipulated however, that in the event
actual cumulative EPS performance would exceed the threshold EPS performance, resulting in
partial vesting of the 2008 awards, then this retesting provision would become redundant. The
actual cumulative EPS performance for the 2008 awards has exceeded the threshold and
therefore this provision will not be invoked. Retesting would be inconsistent with the current
LTIP design and the Company does not envisage permitting such a retesting exception in the
future.

The number of Performance Share Rights or Performance Cash Rights granted in 2009 that will
vest will be determined following the actual EPS performance outcome for 2011 and any earned
rights will vest in 2012.

24




Annual Financial Report

31 DECEMBER 2010 BOART LONGYEAR LIMITED
Why have the ROE measures the Company’s profitability by revealing how much profit the Company generates
performance with the money shareholders have invested.

hurdles been

chosen? The Board chose to move to an ROE performance hurdle for Performance Share Rights and

Performance Cash Rights in place of the EPS hurdle used in previous years. The average ROE
hurdle is more appropriate as it accommodates the inherently cyclical nature of the Company’s
business by providing performance ranges (with the threshold being set at a minimum level of
acceptable shareholder returns) rather than annual dollar EPS targets. The ROE hurdle
therefore provides a greater alignment between the incentive provided to senior executives and
their ability to influence the Company’s performance.

What if a senior A senior executive’s unvested Rights will generally lapse on the date that they cease
executive ceases employment, unless the Board determines otherwise. However, where a senior executive’s
employment? employment ceases due to their death or total and permanent disability, all of their unvested

Rights will vest. Also, unless the Board determines otherwise, where a senior executive’s
employment ceases by reason of “Special Circumstances” (which includes redundancy,
retirement or other circumstances which are considered by the Board to be extraordinary):

. where there is no performance condition attached to a Right (i.e., it is a Retention Share
Right or Retention Cash Right), any applicable time-based condition will be waived and
the number of Retention Share Rights and/ or Retention Cash Rights that vest will be pro-
rated according to the extent of the retention period actually worked; and

J where there is a performance condition attached to a Right (i.e., it is a Performance
Share Right or Performance Cash Right), there will be no accelerated vesting of the
Performance Rights and instead, the Performance Rights will remain “on foot” and be
tested in the ordinary course and against the applicable performance condition.
However, the number of Rights that vest will be prorated over the period of time actually
worked during the continued service period.

What happens in In the event of a takeover or change of control of the Company, any unvested Rights may vest at
the event of a the Board’s discretion.
change of control?

What Rights were Rights granted during the year ended 31 December 2010 are set out in Table 5.2 of this Report.
granted in 2010? The Rights were granted on 1 March 2010.
Option Plan

In 2009, the Board approved the establishment of the 2009 Option Plan which authorised the granting of no more than
5,000,000 (later adjusted to 500,000 in light of the 10:1 consolidation of the Company’s shares in 2010) options in total.
The purpose of the Option Plan was to bolster executive retention during the economic downturn in 2009 by providing a
one-off grant of options to senior executives (including the CEO).

Options, with an exercise price set at a premium of 22.5% of the prevailing market price for the Company’s shares on the
date of the grant, were granted to the senior executives on 18 June 2009 and will vest in full and become exercisable on
18 June 2012 if the senior executive remains continuously employed with the Company until that date. Unexercised
options will expire on 18 June 2014. On 15 March 2010, 25,000 options were granted at an exercise price of A$3.20,
which will vest in full and become exercisable on 15 March 2013 and will expire on 15 March 2015.

In 2008, the Board approved the establishment of the 2008 Option Plan on Mr. Kipp’s appointment to the position of
CEO in order to award Mr. Kipp a total of 2,500,000 (later adjusted to 250,000 in light of the 10:1 consolidation of the
Company’s shares in 2010) shares under two separate grants, both of which are still yet to vest and become exercisable,
on his appointment to the position of CEO. No other senior executive received a grant under the 2008 Option Plan.

Details of options that have been granted to senior executives under the Option Plans can be found in Table 4.7.
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4. PERFORMANCE AND RISK ALIGNMENT
4.1. PERFORMANCE ALIGNMENT

While senior executive remuneration is structured to attract and retain talented employees, the amount of remuneration
received by an individual is dependent on the achievement of superior performance and generating value for
shareholders.

The Company has only been a listed public company since 11 April 2007 and therefore does not have a five-year history
to present.

Table 4.1 below summarises the Company’s performance over the past 4 years in respect of the financial and non-
financial indicators identified by the Board to assess the Company’s performance and future prospects.

Table 4.1: Year-on-year performance

Share Performance Earnings Performance
Closing
Share Dividend Revenue EBITDA NPAT
Financial Price p/share Us$ uUss$ uUss$ Operating
Year A$ US$ EPS%’' millions  millions  millions ROE 2 Margin
2010 4.56 0.02 4% 1,476 222 85 8% 9%
2009 3.52 - (2%) 978 111 15) (2%) 2%
2008 1.99 0.38 52% 1,838 356 157 18% 15%
2007 23.33 0.15 2% 1,576 297 81 N/A 15%

(1) Calculated as EPS divided by closing share price. EPS is pro forma for 10:1 share consolidation completed in
May 2010

(2) 2008 ROE is calculated on a pro forma basis allowing for the $700,000,000 equity raising completed in
November 2009

The Board determined to perform a detailed review of the Company’s incentive plans for senior executives in 2010. This
review took into account the experience of the relationship between executive compensation and outcomes for
shareholders over the four years since becoming a public listed company. As a result (and detailed earlier in this Report),
the Board modified the incentive plans for senior executives with the aim to further strengthen the relationship between
shareholder value and executive compensation. In particular, the Board believes incentivising and rewarding
management for sustaining higher levels of operating margin (via cash bonuses under the CBP) and ROE (via
performance-based LTIP rights) will more consistently yield desirable shareholder returns over time. The Board will
continue to monitor this relationship and make further modifications as it deems appropriate.

Short-term performance indicators and outcomes

As discussed above, the CBP rewards senior executives and other participants for their achievement of specific key
performance indicators for the Company as well as for the achievement of performance goals specific to the business
unit or function for which they are responsible during a financial year.

Table 4.2: Average proportion of STl awarded, 2007-2010

2007 2008 2009 2010
% of target STI awarded * 76% 84% 99% 88%

(1) Weighted average for senior executives
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Table 4.3: STI earned during the year ended 31 December 2010

% of

Target STI earned STl as % of maximum
STl earned STt as % of % of target maximum STI

US$ US$ target STI  STI forfeited STI 2 forfeited 2
Craig Kipp 865,000 1,000,000 87% 13% 87% 13%
Joe Ragan Il 276,360 294,000 94% 6% 94% 6%
Fabrizio Rasetti 180,334 186,875 97% 3% 97% 3%
Brad Baker 134,663 149,625 90% 10% 90% 10%
Michael Birch 177,336 216,000 82% 17% 82% 17%
Alan Sides 139,200 160,000 87% 13% 44% 57%

(1) The target potential value of the 2010 STI awards for the CEO and senior executives (who receive STl awards
wholly in cash) is the amount disclosed. A minimum level of performance must be achieved before any STl is
awarded. Therefore, the minimum potential value of the STI for all participants in 2010 was nil.

(2) The maximum potential award assuming superior performance against all CBP metrics is 200% of target STI for
most participants. The maximum potential STI Messrs. Kipp, Ragan, Rasetti, Baker and Birch could have
earned in 2010 was capped under the terms of their employment contracts at 100% of their target STI. The
Board intends to seek shareholder approval at the Company’s 2011 Annual General Meeting of a resolution
which would lead to the modification of the terms of these KMPs’ employment contracts to permit their
participation in the CBP on the same terms as other participants to allow them to achieve an annual STl up to
200% of their target.

Long-term performance indicators and outcomes

LTI awards are provided through the LTIP to assist in retaining key executives, encourage superior performance on a
sustained basis, and provide such executives with an opportunity to share in the growth and value of the Company.

2010 was the final year that performance was measured against the cumulative EPS targets for performance-based
LTIP awards granted in 2008. Table 4.4 shows the cumulative EPS performance required for these grants to vest as well
as the actual EPS performance achieved during the same period. Based on the actual performance over the period, 76%
of the award will be eligible to vest once the executive satisfies the continued service requirement, which in all cases will
not occur prior to April 2011. The vesting dates for all outstanding awards are shown in Table 4.5 below

Table 4.4: Cumulative performance

Cumulative 3-year

Performance
Maximum EPS 64.5 cents (US)
Threshold EPS 43.8 cents (US)
Actual EPS* 54.5 cents (US)
% of Maximum Award Vesting 76%

(1) Earnings adjusted to exclude impact of restructuring, recapitalization and related charges, as well as
gains/losses related to the sale of businesses.

No Share Rights, Cash Rights or options either vested, were forfeited or lapsed for Senior Executives during the year
ended 31 December 2010.
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Table 4.5: Movement in Share Rights during the year ended 31 December 2010

Value of
Value of Number of Share
Number of Share Share Rights
LTIP Share Rights Rights forfeited /
Grant Vesting Shares Rights vested forfeited / lapsed
Name Date Date (Total) vested Us$ lapsed Us$
Craig Kipp 11-Apr-08 11-Apr-11 49,471 - - - -
25-Mar-09 25-Mar-12 180,000 - - - -
1-Mar-10 1-Mar-13 429,820 - - - -
Joe Ragan Il 23-0Oct-08 23-Oct-11 30,000 - - - -
25-Mar-09 25-Mar-12 75,000 - - - -
1-Mar-10 1-Mar-13 103,000 - - - -
Brad Baker 11-Apr-08 11-Apr-11 15,000 - - - -
25-Mar-09 25-Mar-12 55,000 - - - -
1-Mar-10 1-Mar-13 72,150 - - - -
Michael Birch 26-Jun-08 11-Apr-11 8,950 - - - -
11-Apr-08 11-Apr-11 11,050 - - - -
25-Mar-09 25-Mar-12 55,000 - - - -
1-Mar-10 1-Mar-13 82,900 - - - -
Fabrizio Rasetti 11-Apr-08 11-Apr-11 17,850 - - - -
25-Mar-09 25-Mar-12 55,000 - - - -
1-Mar-10 1-Mar-13 82,578 - - - -
Alan Sides 15-Mar-10 15-Mar-13 104,600 - - - -
Table 4.6: Movement in Cash Rights during the year ended 31 December 2010
Value of
Value of Number of Cash
Number of Cash Cash Rights
Cash Cash Rights Rights forfeited /
Grant Vesting (Total) Rights vested forfeited / lapsed
Name Date Date USs$ vested USs$ lapsed Us$
Craig Kipp 25-Mar-09 25-Mar-12 550,000 - - - -
1-Mar-10 1-Mar-13 450,000 - - - -
Joe Ragan Il 25-Mar-09 25-Mar-12 275,000 - - - -
1-Mar-10 1-Mar-13 100,000 - - - -
Brad Baker 25-Mar-09 25-Mar-12 225,000 - - - -
1-Mar-10 1-Mar-13 80,000 - - - -
Michael Birch 25-Mar-09 25-Mar-12 225,000 - - - -
1-Mar-10 1-Mar-13 80,000 - - - -
Fabrizio Rasetti  25-Mar-09 25-Mar-12 225,000 - - - -
1-Mar-10 1-Mar-13 80,000 - - - -
Alan Sides 15-Mar-10 15-Mar-13 80,000 - - - -
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Table 4.7: Movement in options during the year ended 31 December 2010

Value of

Value of Number Options
Effective Options Option of Options  forfeited /

Grant Vesting Options vested Price forfeited / lapsed

Name Date Date (Total) Us$ AU$ lapsed Us$

Craig Kipp 28-Apr-08 1-Jan-13 100,000 - 18.95 - -
28-Apr-08 ' 1-Jan-14 150,000 - 1.55 - -
18-Jun-09 18-Jun-12 90,000 - 2.45 - -
Joe Ragan Il 18-Jun-09 18-Jun-12 37,500 - 2.45 - -
Brad Baker 18-Jun-09 18-Jun-12 27,500 - 2.45 - -
Michael Birch 18-Jun-09 18-Jun-12 27,500 - 2.45 - -
Fabrizio Rasetti 18-Jun-09 18-Jun-12 27,500 - 2.45 - -
Alan Sides 15-Mar-10 15-Mar-13 25,000 - 3.20 - -

(1) The second grant of options Mr. Kipp received in conjunction with his appointment as CEO was issued as
of 1 January 2009. For purposes of compliance with Australian Accounting Standards, the effective grant

date was determined to be 28 April 2008.

Adjustments made to existing Share Rights and option

s following share consolidation

In light of the 10:1 share consolidation, all unvested Share Rights and options held by executives prior to the
consolidation were adjusted by dividing the number of Share Rights and/ or options held by 10. The exercise price

applicable to the options was also adjusted by multiplying it by 10 so that the exercise price per option became A$2.45
for options granted to all executives on 11 April 2009; A$3.20 for options granted to Mr. Sides on 15 March 2010; and

A$18.95 and A$1.55 for options granted to the CEO on 28 April 2008 and 1 January 2009 respectively. As the

adjustments were made purely to address the impact of the share consolidation, the adjustments did not affect the fair

value of the adjusted Share Rights and options.

4.2. RISK ALIGNMENT

Employee and Director Trading in Company Securities

Under the Company’s Securities Trading Policy, Directors and employees (including senior executives) are prohibited

from entering into transactions that limit the economic risk of holding unvested Rights or options that have been received
as part of their remuneration. The Company treats compliance with this policy as a serious issue and takes appropriate

measures to ensure the policy is adhered to, including imposing appropriate sanctions where an employee is found to

have breached the policy.

Further restrictions also apply to directors and Senior Executives with respect to their dealing in the Company’s shares

and other securities under the Securities Trading Policy and further details of the policy are set out in the Corporate
Governance Statement on page 6 of this Annual Report
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5. EXECUTIVE REMUNERATION IN DETAIL

This section provides details of total remuneration and service contract terms for the CEO and other senior executives.

5.1. TOTAL REMUNERATION

Details of each senior executive’s remuneration during the years ended 31 December 2010 and 2009 (calculated in accordance with applicable accounting standards) are set out in Table 5.1.

Table 5.1: Senior executive remuneration

Cash-based compensation

Non-cash-based compensation

Short term benefits

Post-employment benefits

10

Other long-term benefits

Share-based compensation

6,7

Super- Retention
Annual annuation Cash Performance Share-
Cash Salary Bonus 2 Other * benefits * Other ° Rights Cash Rights Option Rights based Total
$US $US $US $US $US $US $US $US $US % $US

Craig Kipp

2010 1,003,846 865,000 22,068 5,096 7,350 91,583 171,847 725,587 547,846 37.0% 3,440,223

2009 856,254 1,000,000 22,068 5,292 6,900 70,506 61,693 562,912 295,249 29.8% 2,880,874
Joseph Ragan llI

2010 416,923 276,360 22,068 7,350 7,350 59,706 51,834 17,855 118,956 14.0% 978,402

2009 366,668 571,578 46,568 7,350 5,342 35,253 30,847 9,588 50,811 5.4% 1,124,005
Fabrizio Rasetti

2010 363,750 180,334 20,178 7,350 7,350 48,597 42,231 13,094 144,692 19.1% 827,576

2009 297,918 438,008 17,916 7,350 6,900 28,844 25,238 7,031 108,495 12.3% 937,700
Brad Baker

2010 297,058 134,663 21,107 7,350 7,350 48,597 42,231 13,094 125,656 19.9% 697,106

2009 262,563 142,500 33,429 7,350 6,900 28,844 25,239 7,031 92,730 16.4% 606,586
Michael Birch

2010 426,154 177,336 14,580 7,350 7,350 48,597 42,231 13,094 166,337 19.9% 903,029

2009 367,756 200,000 14,580 7,350 6,900 28,844 25,238 7,031 133,997 17.8% 791,696
Alan Sides ®

2010 258,461 139,200 225,896 5,169 7,350 11,131 7,434 14,288 75,500 12.1% 744,429
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The 2010 amount represents cash STI payments earned by the executive during the year ended 31 December 2010, which are expected to be paid in March 2011 after the Company’s
financials have been audited and the Board approves the amounts and other short-term cash compensation.

In 2009, Mr. Ragan and Mr. Rasetti each received a one-time cash bonus of $291,758 in recognition of their exceptional efforts executing the Company’s 2009 capital raising program.
Includes automotive allowances, reimbursements of financial and taxing assistance, and, for Mr. Sides, also includes relocation expenses and sign-on bonus.

Includes 401(k) plan matching contributions made by the employing entity in the United States.

Includes 401(k) profit sharing contributions made by the employing entity in the United States. No post-employment benefits were paid during 2010

In accordance with the requirements of the Australian Accounting Standards Board, remuneration includes a proportion of the historical fair value of equity compensation recognised
over the respective vesting period (i.e. Rights awarded under the LTIP and options awarded under the Option Plan(s) that remained unvested at 31 December 2010). The fair value of
equity instruments is determined as at the grant date and is recognised over the vesting period. The amount included as remuneration is not related to or indicative of the benefit (if any)
that senior executives may ultimately realise should the equity instruments vest. The fair value of Rights and options at the date of their grant has been determined in accordance with
AASB 2 applying a Black-Scholes valuation method. The assumptions underpinning these valuations are set out in Note 32 to the financial statements.

As discussed in section 4.1 above, following the 10:1 consolidation of the Company’s share capital that took place in May 2010, all unvested Share Rights and options that were held by
senior executives prior to the consolidation taking place were adjusted to reflect the Company’s reduced share capital.

Mr. Sides’ employment commenced 15 March 2010.
There were no non-monetary benefits provided during 2010.

(10) No termination benefits were paid in 2010.
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5.2. Rights and options granted

Table 5.2: Rights granted during the year ended 31 December 2010

Share Rights Cash Rights
Fair
value Maximum Maximum
Number of Future per value of Number Future Fair value value of
Rights years Right 3 grant 