




















NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(u) New standards and interpretations not yet effective

The following standards, amendments to standards and interpretations have been identified as those which may impact the entity
in the period of initial application. They are available for early adoption at 30 June 2011, but have not been applied in preparing
this financial report:

Application
Application date for
Reference Title Summary date of standard Group
AASB 9 Financial Instruments AASB 9 (IFRS 9) includes requirements for 1 January 2013 1 July 2013
(IFRS the classification and measurement of
9) financial assets resulting from the first part of

Phase 1 of the IASB’s project to replace IAS
39 Financial Instruments: Recognition and
Measurement (AASB 139 Financial
Instruments: Recognition and Measurement)
(IAS 39).

These requirements improve and simplify the
approach for classification and measurement
of financial assets compared with the
requirements of AASB 139 (IAS 39). The
main changes from AASB 139 (IAS 39) are
described below.

(a) Financial assets are classified based on
(1) the objective of the entity’s business
model for managing the financial assets;
(2) the characteristics of the contractual
cash flows. This replaces the numerous
categories of financial assets in AASB
139 (IAS 39), each of which had its own
classification criteria.

(b) AASB 9 allows an irrevocable election
on initial recognition to present gains
and losses on investments in equity
instruments that are not held for trading
in other comprehensive income.
Dividends in respect of these
investments that are a return on
investment can be recognised in profit
or loss and there is no impairment or
recycling on disposal of the instrument.

(c) Financial assets can be designated and
measured at fair value through profit or
loss at initial recognition if doing so
eliminates or significantly reduces a
measurement or recognition
inconsistency that would arise from
measuring assets or liabilities, or
recognising the gains and losses on
them, on different bases.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011

3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(u) New standards and interpretations not yet effective (continued)

Application Application
date of date for
Reference Title Summary standard Group
AASB 2009- Amendments to Australian Accounting e These amendments arise from the 1 January 2013 1 July 2013
11 Standards arising from AASB 9 (IFRS 9) issuance of AASB 9 Financial

[AASB 1, 3,4,5,7,101, 102, 108, 112,
(IFRS 9 and 118, 121, 127, 128, 131, 132, 136, 139,

consequential 3¢ 038 and Interpretations 10 & 12]

amendments
to IFRS 1, 3,
4,5,7,1AS 1,
2,8,12, 18,
21, 27, 28, 31,
32, 36, 39 and
IFRIC 10, 12)

AASB 124 Related Party Disclosures (December 2009) The revised AASB 124 (IAS 24) simplifies

(Revised)
(IAS 24)

Instruments (IFRS 9) that sets out
requirements for the classification
and measurement of financial assets.
The requirements in AASB 9 (IFRS
9) form part of the first phase of the
International Accounting Standards
Board’s project to replace IAS 39
Financial Instruments: Recognition
and Measurement.

This Standard shall be applied when
AASB 9 (IFRS 9) is applied.

the definition of a related party, clarifying
its intended meaning and eliminating
inconsistencies from the definition,
including:

(a)

(b)

(©)

The definition now identifies a
subsidiary and an associate with the
same investor as related parties of
each other

Entities significantly influenced by
one person and entities significantly
influenced by a close member of the
family of that person are no longer
related parties of each other

The definition now identifies that,
whenever a person or entity has both
joint control over a second entity and
joint control or significant influence
over a third party, the second and
third entities are related to each other

A partial exemption is also provided from

the

disclosure requirements for

government-related entities. Entities that
are related by virtue of being controlled by

the

same government can provide reduced

related party disclosures.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011

3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(u) New standards and interpretations not yet effective (continued)

Application Application
date of date for
Reference Title Summary standard Group

AASB  Amendments to Australian Accounting Standards This amendment makes numerous editorial

2009-12 [AASBs 5, 8, 108, 110, 112, 119, 133, 137, 139,
(IFRS 1023 & 1031 and Interpretations 2, 4, 16, 1039 &
5,8, 1052]

IAS 8,

10, 12,

19, 33,

37,39

and

IFRIC

2,4,16)

AASB  Australian Additional Disclosures
1054

AASB  Further Amendments to Australian Accounting
2010-4 Standards arising from the Annual Improvements

(IFRS Project

1,7, [AASB 1, AASB 7, AASB 101, AASB 134 and
IAS 1, Interpretation 13]

34 and

IFRIC

13)

changes to a range of Australian Accounting
Standards and Interpretations.

In particular, it amends AASB 8 Operating
Segments (IFRS 8) to require an entity to
exercise judgement in assessing whether a
government and entities known to be under the
control of that government are considered a
single customer for the purposes of certain
operating segment disclosures. It also makes
numerous editorial amendments to a range of
Australian Accounting Standards and
Interpretations, including amendments to reflect
changes made to the text of IFRS by the IASB.
This standard is as a consequence of phase 1 of 1 July 2011
the joint Trans-Tasman Convergence project of
the AASB and Financial Reporting Standards
Board (FRSB).

This standard relocates all Australian specific
disclosures from other standards to one place
and revises disclosures in the following areas:

(a) Compliance with Australian Accounting
Standards

(b) The statutory basis or reporting
framework for financial statements

(c) Whether the financial statements are
general purpose or special purpose

(d) Audit fees

(e) Imputation credits

1 January 2011 1 July 2011

1 July 2011

Emphasises the interaction between quantitative 1 January 2011 1 July 2011

and qualitative AASB 7 (IFRS 7) disclosures
and the nature and extent of risks associated
with financial instruments.

Clarifies that an entity will present an analysis
of other comprehensive income for each
component of equity, either in the statement of
changes in equity or in the notes to the financial
statements.

Provides guidance to illustrate how to apply
disclosure principles in AASB 134 (IAS 34) for
significant events and transactions.

Clarifies that when the fair value of award
credits is measured based on the value of the
awards for which they could be redeemed, the
amount of discounts or incentives otherwise
granted to customers not participating in the
award credit scheme, is to be taken into
account.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011

3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(u) New standards and interpretations not yet effective (continued)

Application Application
date of date for
Reference Title Summary standard Group
AASB 2010- Amendments to Australian Accounting This Standard makes numerous editorial 1 January 2011 1 July 2011
5 Standards amendments to a range of Australian
(IFRS 1,3, 4, [AASB 1,3, 4,5, 101,107, 112, 118, 119,  Accounting Standards and Interpretations,
5,TAS 1,7, 121,132,133, 134,137, 139, 140, 1023 & ~ ncluding amendments to reflect changes
12,18,19, 1038 and Interpretations 112, 115, 127, 132 made to the text of IFRS by the IASB.
21, 32, 33, & 1042] These amendments have no major impact
34, 37, 39, on the requirements of the amended
40 and SIC pronouncements.
12, 15, 27,
32)
AASB 2010- Amendments to Australian Accounting The amendments increase the disclosure 1 July 2011 1 July 2011
6 Standards — Disclosures on Transfers of requirements for transactions involving
Financial Assets [AASB 1 & AASB 7] transfers of financial assets. Disclosures
(IFRS 1 & 7) . .
require enhancements to the existing
disclosures in AASB 7 (IFRS 7) where an
asset is transferred but is not derecognised
and introduce new disclosures for assets
that are derecognised but the entity
continues to have a continuing exposure to
the asset after the sale.
AASB 2010- Amendments to Australian Accounting The requirements for classifying and 1 January 2013 1 July 2013
7 Standards arising from AASB 9 (December measuring financial liabilities were added
(IFRS 9 and 2010) to AASB 9 (IFRS 9). The'e'xist'ing
consequential [AASB 1,3, 4,5, 7, 101, 102, 108, 112, 118, feduirements for the classificationof
amendments 120, 121, 127, 128, 131, 132, 136, 137, 139, Lmancial liabilities and the ability to use the
toIFRS 1,3, 1023, & 1038 and Interpretations 2, 5, 10, LA value option have been retained. -
4.5.7.1AS 12,19 & 127] However,' wher'e th'e fa.lr yalue option is
1.2.8. 12, us'ed for ﬂnancml liabilities the change in
18,20, 21. fair value is accounted for as follows:
27, 28, 31, » The change attributable to changes in
32, 36, 37, credit risk are presented in other
39 and IFRIC comprehensive income (OCI)
%’9521’n1d()7511 (2:’ J Thefrtemaiining change is presented in
27) profit or loss
If this approach creates or enlarges an
accounting mismatch in the profit or loss,
the effect of the changes in credit risk are
also presented in profit or loss.
AASB 2011- Amendments to Australian Accounting This Standard amendments many 1 July 2011 1 July 2011
1 Standards arising from the Trans-Tasman Australian Accounting Standards, removing
Convergence project the disclosures which have been relocated
(IFRS 1, 5, to AASB 1054
IAS1,7,8, [AASB 1, AASB 5, AASB 101, AASB 107, ’
21,28,32, AASB 108, AASB 121, AASB 128, AASB
34 and IFRIC 132, AASB 134, Interpretations 2, 112, &
2 and SIC 12, 113]
13)
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(u) New standards and interpretations not yet effective (continued)

Application Application
date of date for
Reference Title Summary standard Group

AASB Amendments to Australian Accounting This Standard makes amendments to the 1 July 2013 1 July 2013
2011-2  Standards arising from the Trans-Tasman application of the revised disclosures to Tier 2

Convergence project — Reduced disclosure entities, that are applying AASB 1053.

regime

[AASB 101, AASB 1054]
wk Consolidated Financial Statements IFRS 10 establishes a new control model that 1 January 2013 1 July 2013
(IFRS 10) applies to all entities. It replaces parts of IAS
27 Consolidated and Separate Financial
Statements dealing with the accounting for
consolidated financial statements and SIC-12
Consolidation — Special Purpose Entities.

The new control model broadens the
situations when an entity is considered to be
controlled by another entity and includes new
guidance for applying the model to specific
situations, including when acting as a manager
may give control, the impact of potential
voting rights and when holding less than a
majority voting rights may give control.

ok Joint Arrangements IFRS 11 replaces IAS 31 Interests in Joint 1 January 2013 1 July 2013

(IFRS 11) Ven.n{res and SIC-13 Jointly- cqntr{)lled
Entities — Non-monetary Contributions by
Ventures. IFRS 11 uses the principle of
control in IFRS 10 to define joint control, and
therefore the determination of whether joint
control exists may change. In addition IFRS
11 removes the option to account for jointly
controlled entities (JCEs) using proportionate
consolidation. Instead, accounting for a joint
arrangement is dependent on the nature of the
rights and obligations arising from the
arrangement. Joint operations that give the
venturers a right to the underlying assets and
obligations themselves is accounted for by
recognising the share of those assets and
obligations. Joint ventures that give the
venturers a right to the net assets is accounted
for using the equity method.

wk Disclosure of Interests in Other Entities IFRS 12 includes all disclosures relating to an 1 January 2013 1 July 2013

(IFRS 12) entity’s interests in gubsidiaries, joint
arrangements, associates and structures
entities. New disclosures have been
introduced about the judgements made by
management to determine whether control
exists, and to require summarised information
about associates and subsidiaries with non-
controlling interests.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
3. STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(u) New standards and interpretations not yet effective (continued)

Application Application
date of date for
Reference Title Summary standard Group
s Fair Value Measurement IFRS 13 establishes a single source of 1 January 2013 1 July 2013
g ary y

(IFRS 13) guidance under IFRS for determining the fair
value of assets and liabilities. IFRS 13 does
not change when an entity is required to use
fair value, but rather, provides guidance on
how to determine fair value under IFRS when
fair value is required or permitted by IFRS.
Application of this definition may result in
different fair values being determined for the
relevant assets.

IFRS 13 also expands the disclosure
requirements for all assets or liabilities carried
at fair value. This includes information about
the assumptions made and the qualitative
impact of those assumptions on the fair value
determined.

*  Designates the beginning of the applicable annual reporting period unless otherwise stated
**  The AASB has not issued this standard, which was finalised by the IASB in May 2011

The directors have not determined the impact of the above new and amended accounting standards.

4. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise cash and short-term deposits, receivables, payables, and financial
liabilities.
The Group manages its exposure to key financial risks, including interest rate and currency risk in accordance with the Group’s

financial risk management policy. The objective of the policy is to support the delivery of the Group’s financial targets whilst
protecting future financial security.

The Group from time-to-time enters into derivative transactions, principally forward currency contracts. The purpose is to
manage the currency risks arising from the Group’s operations and its sources of revenue. The main risks arising from the
Group’s financial instruments are interest rate risk, foreign currency risk, credit risk and liquidity risk. The Group uses different
methods to measure and manage different types of risks to which it is exposed. These include monitoring levels of exposure to
interest rate and foreign exchange risk and assessments of market forecasts for interest and foreign exchange rates. Ageing
analyses and monitoring of specific credit allowances are undertaken to manage credit risk, liquidity risk is monitored through
the development of future rolling cash flow forecasts.

The Board reviews and agrees policies for managing each of these risks as summarised below.

Primary responsibility for identification and control of financial risks rests with the Audit Committee under the authority of the
Board. The Board reviews and agrees policies for managing each of the risks identified below, including the setting of limits for
hedging cover of foreign currency and interest rate risk, credit allowances, and future cash flow forecast projections.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
4. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Risk Exposures and Responses
Interest rate risk

The Group’s exposure to market interest rates relates primarily to the Group’s cash, cash equivalents on deposit and term
deposits with Australian banks.

The primary goal of the Group is to maximize returns on surplus cash, using deposits with maturities of less than 90 days.
Management continually monitors the returns on funds invested. The Group also has a term deposit of greater than 90 days and
less than 365 days that has been pledged as security to the Group’s bankers for a trade finance facility.

At balance date, the Group had the following mix of financial assets and financial liabilities exposed to Australian variable
interest rate risk that are not designated in cash flow hedges:

CONSOLIDATED
2011 2010 2009
$°000 $°000 $°000

Financial assets
Cash and cash equivalents 3,440 3,608 6,623

3,440 3,608 6,623

Financial liabilities

Interest bearing liabilities 648 2,056 —
Contingent consideration 2,688 — —
3,336 2,056 —

The following sensitivity analysis is based on the interest rate risk exposures in existence at the balance sheet date:

At 30 June 2011, if interest rates had moved, as illustrated in the table below, with all other variables held constant, post tax
profit and other comprehensive income would have been affected as follows:

Post tax profit Other comprehensive income
Higher/(Lower) Higher/(Lower)
2011 2010 2009 2011 2010 2009
$°000 $°000 $°000 $°000 $°000 $°000
Consolidated
+1% (100 basis points) 8 36 66 _ _ _
-.5% (50 basis points) “@ (18) (33) — — —

The movements in profit are due to higher/lower interest revenue from variable rate cash balances. The sensitivity is the same in
2011 as in 2010 because the only balances affected by interest rates are cash and interest-bearing loan balances.

Foreign currency risk

As a result of the investment in Synerject LLC, an associate, the Group’s income statement and statement of financial position
can be affected significantly by movements in the US$/A$ exchange rates.

The Group also has transactional currency exposures. Such exposure arises from sales or purchases by an operating entity in
currencies other than the functional currency.

Approximately 20% (FY2010: 17%) of the Group’s sales are denominated in currencies other than the functional currency of the
operating entity making the sale, whilst approximately 14% (FY2010: 26%) of costs are denominated in currencies other than
the functional currency of the operating entity making the expenditure.

With respect to assets and liabilities denominated in foreign currencies, the Group ensures that its net exposure is kept to an
acceptable level by buying or selling forward foreign currency contracts at spot rates when incurred. The Group does not hold
foreign currency positions for trading purposes.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
4. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
At 30 June 2011, the Group had the following exposure to US$ foreign currency that is not designated in cash flow hedges:

CONSOLIDATED
2011 2010 2009
$°000 $°000 $°000

Financial assets
Cash and cash equivalents 68 195 172
Trade and other receivables 120 308 190

188 508 36

Financial liabilities
Trade and other payables 139 — —

At 30 June 2011, the Group had the following exposure to European Currency Units that is not designated in cash flow hedges:

CONSOLIDATED
2011 2010 2009
$°000 $°000 $°000

Financial assets

Cash and cash equivalents 13 23 82

Trade and other receivables 23 _ 48 389
36 71 4m

Financial liabilities

Trade and other payables 130 — —

The following sensitivity is based on the foreign currency risk exposures in existence at the balance sheet date:

At 30 June 2011, had the Australian Dollar moved, as illustrated in the table below, with all other variables held constant, post
tax profit and other comprehensive income would have been affected as follows:

Post tax profit Other comprehensive income
Higher/(Lower) Higher/(Lower)
2011 2010 2009 2011 2010 2009
$°000 $°000 $°000 $°000 $°000 $°000
Consolidated
AUD/USD/EURO +10% 4 (46) (33) — — —
AUD/USD/EURO -5% (2) 26 19 — — —

The movements in profit in 2011 are less sensitive than in 2010 due to the higher level of net US Dollar assets and the net Euro
financial liabilities at balance date.

Credit risk

Credit risk arises from the financial assets of the Group, which comprise cash and cash equivalents and trade and other
receivables. The Group’s exposure to credit risk arises from potential default of the counter party, with a maximum exposure
equal to the carrying amount of these financial assets (as outlined in each applicable note).

The Group does not hold any credit derivatives to offset its credit exposure, however the Group does hold receivable insurance
where appropriate.

It is the Group’s policy that all customers who wish to trade on credit terms are subject to credit verification procedures
including an assessment of their independent credit rating, financial position, past experience and industry reputation. Risk limits
are set for each individual customer in accordance with parameters set by management. These risk limits are regularly
monitored.

In addition, receivable balances are monitored on an ongoing basis.

There are no significant concentrations of credit risk within the Group and financial instruments are only invested with a major
financial institution to minimise the risk of default of counterparties. An ageing of receivables is included in note 14.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
4. FINANCIAL RISK MANAGEMENTS OBJECTIVES AND POLICIES (CONTINUED)
Liquidity risk
The Group’s established a trade finance facility with its bankers during the reporting period. The Group does not have any other
bank overdrafts, bank loans, preference shares, finance leases or committed available credit lines at 30 June 2011.

The only external borrowing of the Group are the trade finance facility repayable on terms not exceeding 180 days and the
interest free Western Australian Government loan of $14,346,164 repayable in yearly instalments from May 2010 to May 2025.

The Group has recognised an undiscounted contingent consideration liability of $3,474,000 payable in November 2013 to the
owners of the non-controlling interest in Sprint Gas (Aust) Pty Ltd.

The table below reflects all contractually fixed pay-offs, repayments and interest resulting from recognised financial liabilities as
of 30 June 2011. For all obligations the respective undiscounted cash flows for the respective upcoming fiscal years are
presented. Cash flows for financial liabilities without fixed amount or timing are based on the conditions existing at 30 June
2011. The Group’s approach to managing liquidity is to ensure, as far as is possible, that it will always have sufficient liquidity
to meet its liabilities when due and payable without incurring unacceptable losses or risks.

The remaining contractual maturities of the Group’s financial liabilities are:

CONSOLIDATED
2011 2010 2009
$°000 $°000 $°000
6 months or less 5,652 4,732 5,411
6-12 months 288 240 —
1-5 years 5,329 1,546 19,000
Over 5 years 11,763 12,360 —

23,032 18,878 24,411

Fair value
The methods for estimating fair value are outlined in the relevant notes to the financial statements.

The Group’s contingent consideration liability belongs to level 3 fair value hierarchy, where the inputs for the valuation of the
liability are not based on observable market data (unobservable inputs), (Level 3).

The following table shows a reconciliation of the movement in the fair value of the financial instruments categorised within
Level 3 between the beginning and the end of the reporting period.

At 1 July — — —
Recognised during the year 2,688 — —
Released to the income statement — — _
At 30 June 2,688 _ _

No gains or losses were recognised in the income statement during the current year due to a change in the fair value of the
contingent consideration.

The fair value of the contingent consideration payable was calculated with reference to the estimated future value of the Sprint
Gas business, which is based on an estimated average EBITDA multiple. The undiscounted value was discounted at the present
value using a market discount rate of 9.8%. If the business was to perform 20% better or 20% worse than forecast the estimated
fair value of the contingent consideration would increase by $531,000/decrease by $531,000, respectively

5. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the financial statements requires management to make judgements, estimates and assumptions that affect the
reported amounts in the financial statements. Management continually evaluates its judgements and estimates in relation to
assets, liabilities, contingent liabilities, revenue and expenses. Management bases its judgements and estimates on historical
experience and on other various factors it believes to be reasonable under the circumstances, the result of which form the basis
of the carrying values of the assets and liabilities that are not readily apparent from other sources. Actual results may differ from
these estimates under different assumptions and conditions.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
5. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (continued)

Management has identified the following critical accounting policies for which significant judgements, estimates and
assumptions are made. Actual results may differ from these estimates under different assumptions and conditions and may
materially affect financial results or the financial position reported in future periods.

Further details of the nature of these assumptions and conditions may be found in the relevant notes to the financial statements.

(a) Significant accounting judgements
Impairment of non-financial assets other than goodwill

The Group assesses impairment of all assets at each reporting date by evaluating conditions specific to the Group and to the
particular asset that may lead to impairment. These include product and manufacturing performance, technology, economic and
political environments and future product expectations. If an impairment trigger exists the recoverable amount of the asset is
determined. Given the current uncertain economic environment management considered that the indicators of impairment were
significant enough and as such these assets have been tested for impairment in this financial period. Value in use models, based
on approved budgets and forecasts, have been used to assess impairments of each cash generating unit.

Capitalised development costs

Development costs are only capitalised when it can be demonstrated that the technical feasibility of completing the intangible
asset is valid so that the asset will be available for use or sale. During the reporting period the Group identified an impairment
trigger in relation to the capitalised development costs for the aftermarket Liquid Phase Injection (LPI) kits and recognised an
allowance for impairment of $1,065,000.

Consolidation of Sprint Gas (Aust) Pty Ltd

On 27 May 2011, Orbital Autogas Systems Pty Ltd acquired 55% of the voting shares of Sprint Gas (Aust) Pty Ltd, a new
company incorporated to acquire the operating business of Sprint Gas, an Australian business specializing in the importation and
wholesaling of Liquified Petroleum Gas (LPG) Fuel systems. Concurrently with the entering into of the Business Acquisition
Agreement, the Group entered into a Subscription and Shareholders Agreement with the owners of the 45% non-controlling
interest in Sprint Gas (Aust) Pty Ltd. As part of the Subscription and Shareholders Agreement Call and Put options were issued
over the remaining 45% non-controlling interest. Management has determined that the Call and Put options, exercisable after 30
months, are in nature a forward contract and in substance represent contingent consideration. The Group has accounted for the
business combination as though it acquired a 100% interest and has recognised a financial liability to the non-controlling
shareholders equal to the fair value of the underlying obligations under the Put and Call option (Contingent consideration
liability).

(b) Significant accounting estimates and assumptions
Taxation

The Group’s accounting policy for taxation requires management’s judgement as to the types of arrangements considered to be a
tax on income in contrast to an operating cost. Judgement is also required in assessing whether deferred tax assets and certain
deferred tax liabilities are recognised on the balance sheet. Deferred tax assets, including those arising from unrecouped tax
losses, capital losses and temporary differences, are recognised only where it is considered more likely than not that they will be
recovered, which is dependent on the generation of sufficient future taxable profits. Assumptions about the generation of future
taxable profits and repatriation of retained earnings depend on management’s estimates of future cash flows. These depend on
estimates of future production and sales volumes, operating costs, capital expenditure, dividends and other capital management
transactions. Judgements are also required about the application of income tax legislation. These judgements and assumptions
are subject to risk and uncertainty, hence there is a possibility that changes in circumstances will alter expectations, which may
impact the amount of deferred tax assets and deferred tax liabilities recognised on the balance sheet and the amount of other tax
losses and temporary differences not yet recognised. In such circumstances, some or all of the carrying amounts of recognised
deferred tax assets and liabilities may require adjustment, resulting in a corresponding credit or charge to the income statement.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
5. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (continued)

(b) Significant accounting estimates and assumptions (continued)

Share-based payment transactions

The Group measures the cost of equity-settled transactions with employees by reference to the fair value of the equity
instruments at the date at which they are granted. The fair value of shares granted under the Employee Share Plan No.1 is the
market value on the date of issue. The fair value of the Executive Long Term Share Plan rights is determined by an external
valuer using a monte-carlo simulation model, with the assumptions detailed in note 36. The fair value of the performance rights
is determined by an external valuer using a monte-carlo simulation model, with the assumptions detailed in note 36. The
accounting estimates and assumptions relating to equity-settled share-based payments would have no impact on the carrying
amounts of assets and liabilities within the next annual reporting period but may impact expenses and equity.

Impairment of goodwill and intangibles with indefinite useful lives

The Group determines whether goodwill and intangibles with indefinite useful lives are impaired at least on an annual basis.
This requires an estimation of the recoverable amount of the cash-generating units, using a value in use discounted cash flow
methodology, to which the goodwill and intangibles with indefinite useful lives are allocated. No impairment loss has been
recognised in the current year in respect of goodwill.

Product warranty

In determining the level of provision required for product warranties the Group has made judgements in respect of the expected
performance of the product, number of customers who will actually use the product warranty and how often, and the costs of
fulfilling the performance of the product warranty. Historical experience and current knowledge of the performance of products
has been used in determining this provision. The related carrying amounts are disclosed in note 25.

Estimation of useful lives of assets

The estimation of the useful lives of assets has been based on historical experience as well as manufacturers’ warranties (for
plant and equipment). In addition, the condition of the assets is assessed at least once per year and considered against the
remaining useful life. Adjustments to useful lives are made when considered necessary.

Revenue from Rendering of Services

Revenue from services rendered is recognised in the income statement in proportion to the stage of completion of the transaction
at the reporting date. The stage of completion is assessed by reference to the extent of work performed. No revenue is recognised
if there are significant uncertainties regarding recovery of the consideration due.

Recognition of contingent consideration

The Group has measured the value of the contingent consideration liability by reference to the fair values of the underlying
obligations under the Put and Call options that give rise to the liability. In determining the fair values of underlying obligations
under the Put and Call options the Group has made judgements in respect of the expected earnings before interest, depreciation
and amortisation expected to be generated by the business during the calculation period.

6. OPERATING SEGMENTS
Identification of reportable segments

The Group has identified its operating segments based on the internal reports that are reviewed and used by the executive
management team (the chief operating decision makers) in assessing performance and in determining the allocation of resources.

The operating segments are identified by management based on the manner in which the product is sold, whether retail or
wholesale, and the nature of the services provided, the identity of service line manager and country of origin. Discrete financial
information about each of these operating businesses is reported to the executive management team on at least a monthly basis.

The reportable segments are based on the similarity of the products produced and sold and/or the services provided, as these are
the sources of the Group’s major risks and have the most effect on the rates of return.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
6. OPERATING SEGMENTS (continued)

Types of products and services
Engineering services (consultancy)

The engineering services business provides consultancy services to original equipment manufacturers, engine manufacturers and
government departments. The engineering services provided include research, design, development, calibration, improvement,
production support, performance testing, emissions testing and certification.

Alternative fuels (sale of goods)

The alternative fuels businesses provide LPG fuel systems to an Australian automobile manufacturer, LPG retrofit installers and
also operate spare parts businesses for LPG fuel systems.

Royalties and licences (intellectual property rights)

The royalties and licences business receives revenue from licensees of Orbital technologies. Applications utilising Orbital
technologies include outboard engines, autorickshaws and scooters.

Accounting policies

The following items and associated assets and liabilities are not allocated to operating segments as they are not considered part
of the core operations of any segment:

» Corporate management and finance and administration overhead expenses.
 Share of profit from equity accounted investment.

* Finance costs - including adjustments on provisions due to discounting.

* Cash and cash equivalents.

* Borrowings.

Segment capital expenditure is the total cost incurred during the period to acquire segment assets that are expected to be used for
more than one period.

Inter-segment pricing is determined on an arm’s length basis.

Geographical information

The engineering services and royalties and licences segments are managed on a worldwide basis. The alternative fuels segment
is managed on an Australian basis.

In presenting geographical information revenue is based on the geographical location of customers and non-current assets are
based on the geographical location of the assets.

Revenue is derived predominantly from the provision of engineering services, the sale of LPG fuel systems and the sale of
intellectual property rights to Orbital’s OCP technology. The consolidated entity operates predominantly in the automotive,
marine and motorcycle engine markets.

Major customers

The Group has a number of customers to which it provides both products and services. The alternative fuels segment supplies an
Australian automobile manufacturer (Ford Australia) with LPG fuel systems that accounted for 12.7% of external revenue
(2010: 22.9%). The next most significant customer, which accounted for 12.2% of external revenue, was in the engineering
services segment (2010: a different engineering services segment customer accounted for 12.1% of external revenue). No other
customer accounts for more than 10% of revenue.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011

6. OPERATING SEGMENTS (continued)

(a) Operating segments

Consulting Services Alternative Fuels Royalties and licences(i) Consolidated
2011 2010 2009 2011 2010 2009 2011 2010 2009 2011 2010 2009
$°000  $°000 _ $°000 $000 $°000 $°000  $°000  $000 $°000 $°000 $000 $°000
Segment Revenue -
external customers 9492 9,621 8,798 5847 6,203 6,264 1,081 1,199 1,115 16420 17,023 16,177
Unallocated other revenue 218 242 336
Total Revenue 16,638 17,265 16,513
Segment profit/(loss) 161 1,031 319 (2,764) (1,727) (739) 610 732 680 (1,993) 36 260
Research and development (1,158) (1,152) (1,810)
Unallocated expenses - net (ii) (2,581) (3,570) (3,556)
Gain on sale of property, plant and equipment 4,760 — —
Gain on restructure of WA Government Loan — 7,695 —
Profit on sale of interest in jointly controlled entity — 3,678
Finance costs (688) (755) (722)
Share of profit from equity accounted investment 3,233 1,874 1,846
Net profit/(loss) before related income tax 1,573 4,128 (304)
Income tax benefit/(expense) 190 388 (2,147)
Profit/(loss) after tax attributable to members 1,763 4516 (2451)
Consulting Services Alternative Fuels Royalties and licences Consolidated
2011 2010 2009 2011 2010 2009 2011 2010 2009 2011 2010 2009
$°000  $°000  $°000 $000 $°000 $°000  $°000  $000  $°000 $°000 $000 $°000
Non-cash (revenue) and expenses
Depreciation and
amortisation 695 737 1,074 479 267 20 — — — 1,174 1,004 1,094
Equity settled employee
compensation 122 127 122 9 49 8 1 1 1 132 177 131
Other non-cash
(income)/expenses (225) (345) 72 2,007 — — — — — 1,782 (345) 72
Segment non-cash
expenses 592 519 1,268 2495 316 28 1 1 1 3,088 836 1,297
Equity settled employee compensation 202 163 192
Amortisation of non-interest bearing loans 614 626 722
Gain on restructure of WA Government Loan — (7,695) —
Share of profit from equity accounted investment 3,233) (1,874) (1,846)
Foreign exchange translation (gain)/loss (79) 97 (564)
Total non-cash (revenue) and expenses 592 (7,847) (199)

(i)  Royalties and licence and royalty costs include direct patent costs.

(i))  Unallocated expenses (net) include corporate management and finance and administration overhead expenses net of
unallocated other income. In FY 10, unallocated expenses include $595,000 due diligence and capital raising expenses for a

proposed acquisition which did not proceed.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
6. OPERATING SEGMENTS (CONTINUED)

(a) Operating segments

Consulting Alternative Royalties and
Services Fuels licences Consolidated

2011 2010 2011 2010 2011 2010 2011 2010

$°000 $000 $°000 $°000_  $°000  $°000 $000
Segment Assets 7,619 10,695 9,581 6,784 336 763 17,536 18,242
Unallocated assets
Cash 3,440 3,608
Other financial assets 3,434 —
Equity accounted investment in associate 11,406 11,534
Deferred tax asset 4,958 5,215
Consolidated Total Assets 40,774 38,599
Segment Liabilities 7,766 7,348 5,672 2,847 77 — 13,515 10,195
Unallocated liabilities
Borrowings 7,777 7,604
Consolidated Total Liabilities 21,292 17,799
Consolidated Net Assets 19,482 20,800
Segment acquisitions of non current assets 217 827 857 1,695 — — 1,074 2,522

Acquisitions of non-current assets represent acquisitions of property, plant and equipment of $481,000 and development of intangibles of $593,000
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
6. OPERATING SEGMENTS (CONTINUED)

(b) Geographic information

Americas Europe Asia

Australia Consolidated
2011 2010 2009 2011 2010 2009 2011 2010 2009 2011 2010 2009 2011 2010 2009
$°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000 $°000
Revenue - external customers 3,473 4,032 3,523 889 282 1,844 1917 3,665 2295 10,141 9,044 8,515 16,420 17,023 16,177
Non-current assets 16,122 16,749 — — — — 6,549 9436 22,671 26,185
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
7. OTHER REVENUE

CONSOLIDATED
2011 2010 2009
$000 $000 $°000
Interest revenue 218 242 336
8. OTHER INCOME
Gain on sale of property, plant and equipment 4,760 41 —
Automotive grant income (a) 680 538 120
Net foreign exchange gains 79 — 564
Government grant arising on restructure of non interest bearing loan
(refer note 26) — 7,695 —
Grant income 587 330 —
Gain on sale of interest in investment accounted for using the equity method
(refer note 16(e)) — — 3,678
Other 4 155 8

6,110 8,759 4,370

(a) The Group receives Automotive Competitiveness and Investment Scheme (ACIS) credits from the Federal Government for
qualifying research and development activities and accounts for these as government grants. During the year ACIS was replaced by
the Automotive Transformation Scheme.

9. EXPENSES
(a) Employee benefits expense

Salaries and wages 8,249 8,485 8,019
Contributions to defined contributions superannuation funds 892 914 890
Equity settled transactions 334 339 323
(Decrease)/Increase in liability for annual leave 18 (110) 5
(Decrease)/Increase in liability for long service leave 19 98 (60)
Termination costs 418 276 —
Other associated personnel expenses 564 790 643

10,494 10,792 9,820

(b) Finance costs

Interest on borrowings 74 129 4
Non-cash interest expense WA Government Loan 614 626 722
688 755 726

(c) Other expenses

Administration 234 284 217
Marketing 73 97 29
Investor relations 28 88 74
(Write-back)/allowance for impairment of receivables 43 (114) 174
Write-off previously capitalised development expenditure 1,065 — —
Net foreign exchange losses — 97 —
Loss on sale of property, plant and equipment — — 322
Other 334 293 50
1,777 745 866
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011

9. EXPENSES (continued)

(d) Inventory expenses

Raw materials and consumables used
Inventory write-downs (Note 15)
Change in inventories

(e) Lease payments included in income statement

Minimum lease payments - operating lease

(f) Research and development costs
Research and development costs charged directly to the income statement:
- LPI development

- Green Car Innovation Fund project
- Other research & development

10. INCOME TAX

(a) Recognised in the income statement

Current income tax
Current year (expense)/benefit
Prior year under provided

Deferred tax

Relating to originating and reversing temporary differences

(Expense)/benefit on derecognition/recognition of tax losses

Expense on derecognition of tax losses arising from the disposal of an interest
in Synerject

Total income tax (expense)/benefit in income statement
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CONSOLIDATED

2011 2010 2009

$°000 $°000 $°000
3182 5245 6,284

942 — —
360 (638)  (1,387)
4484 4607 4,897
490 171 75
— 275 564

963 — —
195 877 1,246
1,158 1,152 1,810
(342) 79 (165)
— (108) (251)
(342) (29) (416)
— (2,826) (147)
532 3,243 (398)
— — (1,186)
532 417 (1,731)
190 388 (2,147)




NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
10. TAXATION (continued)

(b) Numerical reconciliation between tax benefit and pre-tax net profit

CONSOLIDATED

2011 2010 2009

$°000 $°000 $000
(Loss)/Profit before tax 1,573 4,128 (304)
Income tax using the statutory tax rates 472) (1,238) 91
- Non deductible expenditure (711) (1,193) (1,886)
- Non assessable items 706 444 1,938
- Deferred tax assets not brought to account in prior years now recognised 922 2,404 (1,874)
- Net withholding tax recouped/(paid) (70) 202 (30)
- United States of America Federal and State taxes (185) (123) (135)
- Under provided for in prior periods — (108) (251)
Income tax (expense)/benefit on pre-tax net profit 190 388 (2,147)

(c¢) Tax consolidation
(i) Members of the tax consolidated group and the tax sharing arrangement

Orbital Corporation Limited and its 100% owned Australian resident subsidiaries formed a tax consolidated group with effect
from 1 July 2002. Orbital Corporation Limited is the head entity of the tax consolidated group. Members of the group have
entered into a tax sharing agreement that provides for the allocation of income tax liabilities between the entities should the head
entity default on its tax payment obligations. No amounts have been recognised in the financial statements in respect of this
agreement on the basis that the possibility of default is remote.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
11. EARNINGS PER SHARE

Basic earnings per share

The calculation of basic earnings per share at 30 June 2011 was based on the profit/(loss) attributable to ordinary shareholders of
$1,763,084 (2010: profit $4,515,451, 2009: loss $2,451,250) and a weighted average number of ordinary shares outstanding
during the financial year ended 30 June 2011 of 48,325,837 shares (2010: 48,086,676 shares, 2009: 47,756,379 shares),
calculated as follows:

CONSOLIDATED
2011 2010 2009
$ $ $

Profit/(loss) attributable to ordinary shareholders 1,763,084 4,515,451 (2,451,250)
Weighted average number of ordinary shares (1) Number Number Number
Weighted average number of ordinary shares at 30 June 48,325,837 48,086,676 47,756,379
Effect of potential dilutive ordinary shares — 539,125 —
Weighted average number of potential dilutive ordinary shares

at 30 June 48,325,837 48,625,801 47,756,379
Earnings per share Cents Cents Cents
Basic earnings per share 3.65 9.39 (5.13)
Diluted earnings per share 3.65 9.29 (5.13)
Earnings per ADS
Basic earnings per ADS 58.40 150.24 (82.13)
Diluted earnings per ADS 58.40 148.64 (82.13)

Shares granted to employees (including Key Management Personnel) as described in note 36 are considered to be potential
ordinary shares and have been included in the determination of the diluted earnings per share to the extent they are dilutive. In
the current year, no potential shares which are issuable under the ELTSP have been included in the diluted earnings per share
calculation. The 2,849,800 rights granted under the ELTSP and the 1,150,000 performance rights have not been included in the
diluted earnings per share calculation as they are contingent on future performance.

On April 19, 2010 the ratio of ordinary shares to ADS’s was changed from 40:1 to 160:1. On October 28, 2010 the ratio of
ordinary shares to ADS’s was changed from 160:1 to 16:1 (see below).

(1) Share Consolidation

On October 28, 2010 the shareholders in Annual General Meeting approved the consolidation of ordinary shares on the basis
that every ten ordinary shares be consolidated into one ordinary share, and where this consolidation results in a fraction of a
share being held by a shareholder, the directors of the Company be authorised to round that fraction up to the nearest whole
share. The share consolidation became effective on October 28, 2010.

The effect of the share consolidation has been retroactively applied to the number of shares outstanding and Earnings per share
calculations above.

On October 28, 2010 the ratio of ordinary shares to ADS’s was changed from 160:1 to 16:1 to maintain the relativities between
the ordinary shares and ADS’s following the share consolidation. The effect of the ratio change has been retroactively applied to
the Earnings per ADS calculations above.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
12. CASH AND CASH EQUIVALENTS

CONSOLIDATED
2011 2010
$°000 $°000
Cash at bank 1,181 148
Cash at bank - US dollars 68 195
Cash at bank - European currency units 13 23
At call deposits - financial institutions 2,178 3,242
3,440 3,608
13. OTHER FINANCIAL ASSETS
Short term deposits - financial institutions 3,434 —
3,434 —

Short term deposits represents term deposits with financial institutions for periods greater than 90 days and less than 365 days
earning interest at the respective term deposit rates at time of lodgement.

Due to the short term nature of the deposits carrying value approximates fair value. Short term deposits are only invested with a
major financial institution to minimise the risk of default of counterparties.

14. TRADE AND OTHER RECEIVABLES

Current
Trade receivables 6,284 4,138
Allowance for impairment loss (a) (154) (116)
6,130 4,022
Accrued royalties 288 734
Taxation instalments 48 141
Other receivables 117 71
Prepayments 258 116
6,841 5,084

(a) Allowance for impairment loss

Trade receivables are non-interest bearing and are generally on 30-60 day terms. An allowance for impairment loss is recognised
when there is objective evidence that an individual trade receivable is impaired. An impairment allowance account of $154,000
(2010: $116,000) has been recognised by the Group at balance date. Movement in this allowance account has been included in
the other expenses item.

Movements in the allowance for impairment loss were as follows:

At 1 July (116) (230)
Write-back/(charge) for the year 43) 114
Amounts written off - =
At 30 June (154) 116)
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
14. TRADE AND OTHER RECEIVABLES (continued)

(a) Allowance for impairment loss (continued)

At 30 June, the ageing analysis of trade receivables is as follows:

61-90 +91 +91

0-30 31-60 days days days

Total days days PDNI*  PDNI* CI*
2011 Consolidated 6,284 4,484 1,097 267 282 154
2010 Consolidated 4,138 2,494 1,009 419 100 116

* Past due not impaired (‘PDNI’)
Considered impaired (‘CI’)

Receivables past due but not considered impaired are $549,000 (2010: $519,000). Payment terms on these amounts have not

been re-negotiated. Management has been in contact with each relevant debtor and is satisfied that payment will be received in
full.

Other balances within trade and other receivables do not contain impaired assets and are not past due. It is expected that these
other balances will be received when due.
(b) Fair value and credit risk

Due to the short term nature of these receivables, their carrying value is assumed to approximate fair value.

The maximum exposure to credit risk is the fair value of receivables. Collateral is not held as security.

(c) Foreign exchange and interest rate risk

Detail regarding foreign exchange and interest rate risk exposure is disclosed in note 4.

15. INVENTORIES
_CONSOLIDATED
2011 2010
_$000 _$000
Materials and production supplies - at lower of cost and net realisable value 4,388 3,722

Inventories recognised as an expense for the year ended June 30, 2011 totalled $4,484,000 (2010: $4,607,000) for the Group
(refer to note 9(d)).

Inventory write-downs recognised as an expense totalled $942,000 (2010: $nil) for the Group as a result of the contraction of the
Australian LPG retrofit market (refer to note 9(d)).
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16. INVESTMENT IN ASSOCIATE
(a) Interest in Synerject LLC

On 31 March 2009 the Group sold an 8% share of Synerject LLC to Continental Corporation. The sale of the interest to
Continental Corporation resulted in a loss of joint control of Synerject, as such the investment is now recognised and disclosed

as an investment in an associate.

The principal activities of Synerject LLC are the marketing, sale and manufacture, including research and development in the
area of engine management systems and components in the marine, recreational, motorcycle and utility markets.

The Group accounts for the investment in Synerject using the equity method.

The Group has the following interests in Synerject:

Country of Financial 30 June Ownership
Name Principal activities incorporation Year end 2011 2010
Synerject 31
LLC Manufacture of engine management systems USA December 42% 42%
Summarised financial information relating to Synerject for the respective reporting period is as follows:
Non- Non-
Gross Current Current Current Current Net
Revenues Profit Profit Assets Assets Liabilities Liabilities assets
(100%) (100%) (100%) (100%) (100%) (100%) (100%) (100%)
US$°000 US$°000 US$°000 US$°000 US$°000 US$000 US$000 US$°000
30 June 2011 121,673 22,280 7,084 45427 8,383 29,562 3,463 20,785
30 June 2010 89,536 19,322 4,160 36,051 9,181 21,494 7,939 15,799
30 June 2009 74,635 18,368 3,662
Net
assets as Share of
Share of Non- Non- reported  Synerject’s
Gross Synerject’s Current Current Current Current by net assets
Revenues Profit Profit net profit Assets Assets Liabilities  Liabilities  Synerject equity
(100%) (100%)  (100%) recognised  (100%) (100%) (100%) (100%) (100%)  accounted
A$°000 A$°000 A$°000 A$°000 A$°000 A$°000 A$°000 A$°000 A$°000 A$°000
30 June 2011 123,163 22,555 17,171 3,233 42,301 7,806 27,528 3,224 19,355 11,406
30 June 2010 103,365 22,315 4,809 1,874 41,863 10,657 24,955 9,215 18,350 11,534
30 June 2009 102,198 25,149 5,014 1,846
(b) Movements in the carrying amount of the Group’s interest in Synerject
CONSOLIDATED
2011 2010
$°000 $°000
Beginning of year 11,534 11,264
Share of profits after tax 3,233 1,874
Share of reserves 343 (357)
Dividends received (1,208) 677)
Sale of interest — —
Unrealised foreign exchange movements (2,496) (570)
End of year 11,406 11,534
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16. INVESTMENT IN ASSOCIATE (continued)

(c ) Results of Synerject

CONSOLIDATED

2011 2010 2009

$°000 $°000 $°000
Share of Synerject’s profit before income tax 3,083 2,083 2,322
Share of income tax expense (71) (87) (293)
Share of Synerject’s net profit - as disclosed by Synerject 3,012 1,996 2,029
Adjustments:
- dissimilar accounting treatment with respect to development expenditure 98 (354) 477)
- dissimilar accounting treatment with respect to intangibles 123 232 294
Share of net profit accounted for using the equity method 3,233 1,874 1,846

(d) Commitments
Share of Synerject’s capital commitments contracted but not provided for or payable:

Within one year 292 649 618
One year or later and no later than five years 1,014 1,349 1,603
Later than 5 years 467 741 1,190

1,773 2,739 3411

(e) Gain on sale of interest in Synerject

Proceeds on disposal — — 5,931
Carrying value of investment in Synerject disposed of — — 2,253
Gain on sale of interest — — 3,678
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17. DEFERRED TAX ASSETS AND LIABILITIES
Recognised deferred tax assets and liabilities

Deferred tax assets and liabilities are attributable to the following:

Consolidated Deferred Tax Assets  Deferred Tax Liabilities Net
2011 2010 2011 2010 2011 2010
$°000 $000 $000 $°000 $000  $°000
Tax value of US loss carry-forwards recognised 4,716 5,215 — — 4716 5,215
Other net temporary differences 2,301 2,197 (2,059) (2,197) 242 —
Net tax assets 7,017 7,412 (2,059) (2,197) 4,958 5215

Unrecognised deferred tax assets

Deferred tax assets have not been recognised in respect of the following items:

Australia (net at 30%)

Tax losses

Timing difference from provision for capital loss on investment
Other net temporary differences (a)

United States of America (net at 34%)
Tax losses
Other net temporary differences

(a) Other net temporary differences

Annual leave

Long service leave

Staff bonus

Revenue in advance

Impairment allowance

Other

Government loan

Accelerated depreciation: plant & equipment

Consolidated
2011 2010
$°000 $°000
17,907 17,654
1,934 1,934
233 (207)
20,074 19,381
8,588 10,632
3,339 5,075
11,927 15,707
339 259
407 401
15 173
1,122 964
320 —
(208) 193
(1,851)  (2,023)
89 (174)
233 (207)

Under the tax laws of the United States, tax losses that cannot be fully utilised for tax purposes during the current year may be
carried forward, subject to some statutory limitations, to reduce taxable income in future years. At 30 June 2011, the available
tax carry forward losses of US$40,154,383 (2010: US$45,034,834) expire between the years 2012 and 2024.
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17. DEFERRED TAX ASSETS AND LIABILITIES (continued)

Movement in temporary differences during the year

Acquired
Balance during the Recognised Recognised Balance
1-Jul-09 year in income in equity (b) 30-Jun-10
$°000 $°000 $°000 $°000 $°000
Tax value of loss carry-forwards recognised 5,054 — 417 (256) 5,215
Net tax assets 5,054 — 417 (256) 5,215
Acquired
Balance during the Recognised Recognised Balance
1-Jul-10 year in income in equity (b) 30-Jun-11
$°000 $°000 $°000 $°000 $°000
Tax value of loss carry-forwards recognised 5,215 — 532 (1,031) 4,716
Other temporary differences — 242 — — 242
Net tax assets 5,215 242 532 (1,031) 4,958

(b) The amounts recognised through equity represent the foreign exchange differences arising on the translation of the foreign
subsidiary.

18. PROPERTY, PLANT AND EQUIPMENT

CONSOLIDATED
2011 2010
$°000 $000
Freehold land
At cost — 1,091
Buildings
At cost — 3,057
Less: accumulated depreciation — (1,137)
— 1,920
Plant and equipment
At cost 21,693 22,336
Less: accumulated depreciation (17,559) (17,436)
4,134 4,900
Total property, plant and equipment - net book value 4,134 7,911
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18. PROPERTY, PLANT AND EQUIPMENT (continued)

Reconciliations

Reconciliations of the carrying amounts for each class of property, plant and equipment are set out below:

CONSOLIDATED
2011 2010
$°000 $°000
Freehold land
Carrying amount at beginning of year 1,091 1,091
Disposals (1,091) —
Carrying amount at end of year — 1,091
Buildings
Carrying amount at beginning of year 1,920 2,002
Disposals (1,866) —
Depreciation (54) (82)
Carrying amount at end of year — 1,920
Plant and equipment
Carrying amount at beginning of year 4,900 4,304
Additions 481 1,394
Acquired in business combination 468 —
Disposals (839) 3)
Depreciation (876) (795)
Carrying amount at end of year 4,134 4,900
Total
Carrying amount at beginning of year 7,911 7,397
Carrying amount at end of year 4,134 7911

All property, plant and equipment of the Group are subject to floating charges from the Group’s banker (see note 22) and from
the Government of Western Australia (see note 26).

19. INTANGIBLES AND GOODWILL

Goodwill acquired in business combination

At cost 1,736 363

Capitalised development expenditure

At cost 1,891 1,298

Less: accumulated amortisation (389) (136)

Less: allowance for impairment (1,065) —
437 1,162

Total intangibles and goodwill — net book value 2,173 1,525

(a) Reconciliations of carrying amounts at the beginning and end of the period

Reconciliations of the carrying amounts of goodwill

Carrying amount at beginning of year 363 363
Goodwill arising from acquisition of Sprint Gas business (note 38) 1,373 —
Carrying amount at end of year 1,736 363
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19. INTANGIBLES AND GOODWILL (continued)

Reconciliations of the carrying amounts for capitalised development expenditure

CONSOLIDATED

2011 2010

$°000 $°000
Carrying amount at beginning of year 1,162 170
Additions and transfers 593 1,128
Write-off of previously capitalised development expenditure (c) (1,065) —
Amortisation (253) (136)
Carrying amount at end of year 437 1,162

(b) Description of the Group’s intangible assets and goodwill
Goodwill

The goodwill arose on the acquisition of Boral Alternative Fuel Systems on 26 June 2008 ($363,000) and Sprint Gas (Aust) Pty
Ltd on 27 May 2011 ($1,373,000).

After initial recognition, goodwill acquired in a business combination is measured at cost less any accumulated impairment
losses. Goodwill is not amortised but is subject to impairment testing on an annual basis or whenever there is an indication of
impairment.

Capitalised development expenditure

Expenditure on development activities relating to next generation LPG fuel systems for the Ford EcoLPi Falcon have been
capitalised. The EcoLPi range of Falcon vehicles were launched by Ford Australia in July 2011.

(c) Impairment losses recognised
Continuing operations

An impairment loss of $1,065,000 on previously capitalised development expenditure was recognised for continuing operations
in the 2011 financial year (2010: $nil). The impaired development expenditure related to the development of LPG fuel systems
for aftermarket conversions. The impairment loss was recognised as a result of the contraction of the Australian LPG retrofit
market, which led to a significant decrease in the number of vehicles being converted to LPG during the reporting period and to
lower than expected penetration of our Liquid LPG product into this contracting market. The assessment of recoverable amount
was based on a value in use model using a discount rate of 18.4% and was determined at the cash-generating unit level. The
cash-generating unit consists of the capitalised development costs relating to the reportable Alternative Fuels Segment. The
impairment loss has been recognised in the income statement in the line item “other expenses”.

(d) Impairment tests for goodwill and intangibles with indefinite useful lives
(i) Description of the cash generating units and other relevant information

Goodwill acquired through business combinations have been allocated to and are tested at the level of their respective cash
generating units, each of which is an operating segment within the same reportable segment (refer to note 6), for impairment
testing:ing as follows:

* Orbital Autogas Systems cash generating unit

» Sprint Gas cash generating unit

Orbital Autogas Systems cash generating unit

The recoverable amount of the Orbital Autogas Systems cash generating unit has been determined based on a value in use
calculation using cash flow projections as at 30 June 2011 based on financial budgets approved by management covering a five-
year period.

The pre-tax, risk-adjusted discount rate applied to these cash flow projections is 18.4%.
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19. INTANGIBLES AND GOODWILL (continued)

Sprint Gas cash generating unit

The recoverable amount of the Sprint Gas cash generating unit has been determined based on a value in use calculation using
cash flow projections as at 30 June 2011 based on financial budgets approved by management covering a five-year period.

The pre-tax, risk-adjusted discount rate applied to these cash flow projections is 18.4%.

(it) Carrying amount of goodwill and intangible assets allocated to each of the cash generating units

The carrying amounts of goodwill and intangible assets allocated to the Orbital Autogas Systems segment and to the Sprint Gas
segment are shown below:

Orbital Autogas Systems Sprint Gas Total
2011 2010 2011 2010 2011 2010
$000 $°000 $°000  $000 _$°000 $°000
Carrying amount of goodwill 363 363 1,373 — 1,736 363
Carrying amount of capitalised development expenditure 437 1,162 — — 437 1,162

(iii) Key assumptions used in value in use calculations for the Orbital Autogas Systems and Sprint Gas units, respectively, for
30 June 2011 and 30 June 2010

The calculations of value in use for the Orbital Autogas Systems and Sprint Gas cash generating units are most sensitive to the
following assumptions:

o Revenue
. Gross margins
. Discount rates

Revenues - revenues for the Orbital Autogas Systems unit are based on expected volumes of production of the Ford EcoLPI
Falcon by its largest customer, Ford Australia, over the budget period and for the Sprint Gas unit are based on values achieved in
the years preceding the start of the budget period.

Gross margins — gross margins are based on the average values achieved in the years preceding the start of the budget period.

Discount rates — discount rates reflect management’s estimate of the time value of money and the risks specific to each unit
that are not already reflected in the cash flows. In determining appropriate discount rates for each unit, regard has been given to
the external borrowing rate of the entity as a whole.

(iv) Sensitivity to changes in assumptions
Orbital Autogas Systems cash generating unit

With regard to the assessment of the value in use of the Orbital Autogas Systems cash generating unit, management believes that
no reasonably possible change in any of the above key assumptions would cause the carrying value of the unit to materially
exceed its recoverable amount.

Sprint Gas cash generating unit

With regard to the assessment of the value in use of the Sprint Gas cash generating unit, management believes that no
reasonably possible change in any of the above key assumptions would cause the carrying value of the unit to materially exceed
its recoverable amount.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
20. TRADE PAYABLES AND OTHER LIABILITIES

CONSOLIDATED
2011 2010
$000 $°000
Current
Trade creditors and accruals 3,453 2,047
Revenues received in advance 1,551 629
5,004 2,676

(a) Fair value
Due to the short term nature of trade payables and other liabilities, their carrying value is assumed to approximate their fair

value.

(b) Interest rate, foreign exchange and liquidity risk

Information regarding interest rate, foreign exchange and liquidity risk exposure is set out in note 4.

21. INTEREST BEARING LOANS AND BORROWINGS

Current

Loans and advances - secured (a) 648 2,056

(a) Security
A first ranking mortgage debenture with fixed and floating charges over the whole of the assets has been granted to the
Company’s banker for the establishment of the credit facilities and forward exchange contracts totalling $3,3650,000 (2010:

$3,800,000).

(b) Maturity
All loans and advances have a maturity of no greater than 180 days.

(c) Interest
Interest calculations are based on fixed interest rates applicable at the date of drawdown and payable on maturity. The average
interest rate on borrowings outstanding at reporting date is 8.49% (2010: 8.00%).

(d) Fair value
Due to the short term nature of these loans, their carrying value is assumed to approximate their fair value.

(e) Interest rate, foreign exchange and liquidity risk

Information regarding interest rate, foreign exchange and liquidity risk exposure is set out in note 4.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011

22. FINANCING ARRANGEMENTS
The consolidated entity has standby arrangements with Westpac Banking Corporation to provide support facilities:

NOTE CONSOLIDATED

2011 2010

$°000 $°000
Total facilities available
Forward exchange contracts facility 200 350
Trade finance facility 2,500 2,500
Corporate credit card facility 200 200
Bank guarantee 465 —
Multi-option credit facility — 750

3,365 3,800
Facilities utilised at balance date
Forward exchange contracts facility — —
Trade finance facility 21 648 2,056
Corporate credit card facility 34 29
Bank guarantee 465 —

Multi-option credit facility - —
1,147 2,085

Facilities not utilised at balance date

Forward exchange contracts facility 200 350
Trade finance facility 1,852 444
Corporate credit card facility 166 171
Bank guarantee — —

Multi-option credit facility — 750

2218 1,715

A first ranking mortgage debenture with fixed and floating charges over the whole of the assets has been granted to the
Company’s banker for the establishment of the credit facilities and forward exchange contracts totalling $3,365,000 (2010:
$3,800,000).

The Company has also provided the Company’s banker with security over a short term deposit of $3,365,000 (2010: $nil) held
by the Company’s banker as cash collateral for the financing facilities.

The bank guarantee has been provided for the benefit of the landlord of the Balcatta premises.

23. EMPLOYEE BENEFITS
(a) Current 2,354 2,420
(b) Non-Current 132 455
(c) Aggregate Liability for employee entitlements 2,486 2,875

The present value of employee entitlements not expected to be settled within twelve months of balance date have been
calculated using the following weighted averages:

Assumed rate of increase in wage and salary rates 4.0% 3.5%
Discount rate at 30 June 5.1% 5.2%
Settlement term (years) 10 10
Number of employees at year end 118 102
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
24. DEFERRED REVENUE

(a) Current

CONSOLIDATED
2011 2010
$°000 $°000
Deferred revenue for operation of heavy duty engine testing facility 316 316
(b) Movement in deferred revenue
At 1 July 316 —
Transferred from government grants (see note 27) — 512
Released to the income statement — (196)
At 30 June 316 316

In June 2008 the Group received funding of $2,760,000 from the Commonwealth of Australia through the Alternative Fuels
Conversion Program administered by the Department of the Environment, Water, Heritage and the Arts towards the construction
of a heavy duty engine test facility. The terms of the Grant included providing the Commonwealth with preferential access to the
facility at a discount to the commercial rate. This discount to commercial rates of $512,000 has been transferred from
government grants (see note 27) and recorded as deferred revenue.

The deferred revenue will be recognised as income over the periods in which the Commonwealth utilises the Heavy Duty
Engine Testing Facility at discounted rates.

25. OTHER PROVISIONS

(a) Current

Warranties 88 119

Surplus lease space 37 _

Other 70 54
195 173

(b) Non-Current

Surplus lease space 304 _
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
25. OTHER PROVISIONS (continued)

(c¢) Reconciliations

Reconciliations of the carrying amounts for each class of provisions are set out below:

CONSOLIDATED
2011 2010
$°000 $°000
Warranties - current
Carrying amount at beginning of year 119 92
Arising during the year 91 67
Utilised (122) (40)
Carrying amount at end of year 88 119
Surplus lease space - current
Carrying amount at beginning of year — —
Utilised (13) —
Reclassified from non-current 50 —
Carrying amount at end of year 37 —
Other provisions - current
Carrying amount at beginning of year 54 —
Arising during the year 70 54
Utilised (54) —
Carrying amount at end of year 70 54
Surplus lease space - non-current
Carrying amount at beginning of year — —
Arising during the year 354 —
Reclassified to current (50) —
Carrying amount at end of year 304 —
26. LONG TERM BORROWINGS
Non-Current
Loans and advances - secured (a) 7,777 7,604

(a) The Government of Western Australia had previously provided the Company with a fully utilised loan facility of $19,000,000
under the terms of a “Development Agreement”. During the 2010 year Orbital reached agreement with the WA Government
through the Department of Commerce for the Restructure of the Non-Interest Bearing Loan.

Under the agreed restructure the original loan has been terminated and replaced by a new loan of $14,346,164 with the following
terms and conditions.

e Term - 2010 to 2025.

. Repayments - Commencing May 2010 at $200,000 per annum.

e Repayments - Increasing annually to a maximum of $2,100,000 per annum in 2023.
e  Interest free.

The restructured loan’s net fair value at 27 January 2010 utilising a market interest rate of 6.52% was $7,558,000 which
compares to the carrying value of the old loan of $15,253,000 at that date. In accordance with the Accounting Standards, the
benefit of the interest free government loan amounting to $7,695,000 has been accounted for as a government grant.

This loan facility is secured by way of a second ranking floating debenture over the whole of the assets and undertakings of the
Company.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
26. LONG TERM BORROWINGS (continued)

The non-interest bearing loan from the Government of Western Australia was initially recognised at fair value and subsequently
stated at amortised cost with any difference between cost and repayment value being recognised in the income statement over
the period of the borrowings on an effective interest basis.

The fair value of the loan 2011: $7,423,513 (2010:$7,184,041) is calculated by discounting the expected future cash flows at the
prevailing market interest rate at reporting date 2011: 7.23% (2010: 7.17%)

27. GOVERNMENT GRANTS
CONSOLIDATED
2011 2010
$°000 $°000
Current liabilities
Investment grant for construction of heavy duty engine testing facility 225 225
Non-current liabilities
Investment grant for construction of heavy duty engine testing facility 1,649 1,874
Total government grants deferred 1,874 2,099
(a) Movement in government grants
At 1 July 2,099 2,760
Transferred to deferred revenue — (512)
Released to the income statement (225) (149)
At 30 June 1,874 2,099

In June 2008 the Group received funding of $2,760,000 from the Commonwealth of Australia through the Alternative Fuels
Conversion Program administered by the Department of the Environment, Water, Heritage and the Arts towards the construction
of a heavy duty engine test facility. The Group will fund the maintenance and operation of the facility until at least financial year
2014/2015 and provide the Commonwealth with preferential access to the facility.

The terms of the Grant included providing the Commonwealth with preferential access to the facility at a discount to the
commercial rate. This discount to commercial rates of $512,000 has been transferred to deferred revenue (see note 24).

The government grant will be recognised as income over the periods and in the proportions in which depreciation on the heavy
duty engine test facility is charged.

28. CONTINGENT CONSIDERATION

Non-Current liabilities
Contingent consideration for business acquisition 2,688 —

On 27 May 2011, Orbital Autogas Systems Pty Ltd acquired 55% of the voting shares of Sprint Gas (Aust) Pty Ltd, a new
company incorporated to acquire the operating business of Sprint Gas, an Australian business specialising in the importation and
wholesaling of LPG Fuel systems.

Concurrently with the entering into of the Business Acquisition Agreement, the Group entered into a Subscription and
Shareholders Agreement with the owners of the 45% non-controlling interest in Sprint Gas (Aust) Pty Ltd. As part of the
Subscription and Shareholders Agreement Put and Call options were issued over the remaining 45% non-controlling interest.
The Put and Call options, exercisable after 30 months, are in nature a forward contract and therefore a present ownership interest
is granted. The Group has accounted for the business combination as though it acquired a 100% interest and has recognised a
financial liability to the non-controlling shareholders equal to the fair value of the underlying obligations under the Put and Call
options (contingent consideration liability).
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28. CONTINGENT CONSIDERATION (continued)
The underlying obligations under the Put and Call options that gives rise to the contingent consideration liability were initially
recognised at fair value and subsequently at fair value through the profit and loss

The contingent consideration payable will be calculated with reference to the estimated value of the Sprint Gas business, based
on an estimated average EBITDA multiple. The undiscounted estimated contingent consideration payable is $3,474,000. If the
business was to perform 20% better or 20% worse than the current four year forecast the estimated fair value of the contingent
consideration would increase by $531,000/decrease by $531,000 respectively.

(a) Movement in contingent consideration

CONSOLIDATED
2011 2010
$°000 $°000
At 1 July — _
Recognised during the year 2,688 —
Released to the income statement — —
At 30 June 2,688 _

No gains or losses were recognised in the income statement during the current year due to a change in the fair value of the
contingent consideration.

29. SHARE CAPITAL

Ordinary shares 19,345 19,261
Number $°000
Movement in ordinary shares on issue
At 1 July 2008 47,456,319 225,720
Shares issued pursuant to employee share plans 432,186 335
Cancelled share capital (a) — (207,000)
At 30 June 2009 47,888,505 19,055
Shares issued pursuant to employee share plans 308,889 206
At 30 June 2010 48,197,394 19,261
Shares issued pursuant to Share Consolidation (c) 1,494 —
Shares issued pursuant to employee share plans 283,670 84
At 30 June 2011 48,482,558 19,345

Holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at
shareholders’ meetings.

In the event of winding up of the Company, ordinary shareholders rank after creditors and are fully entitled to any proceeds of
liquidation.

(a) Cancelled share capital

At the Annual General Meeting of Shareholders held on 22 October 2008, shareholders approved the reduction of share capital
of $207,000,000 by way of a credit from share capital to accumulated losses to recognise that the accumulated losses were
permanently lost.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011

29. SHARE CAPITAL (continued)

(b) Capital management

When managing capital, management’s objective is to ensure the entity continues as a going concern as well as to maintain
optimal returns to shareholders and benefits for other stakeholders. Management also aims to maintain a capital structure that
ensures the lowest cost of capital, provides a strong capital base so as to maintain investor, creditor and market confidence and
to sustain future development of the business.

Management defines capital as contributed shareholder equity and has no current plans to change the share capital.

(c) Share Consolidation

On 28 October 2010 the shareholders in Annual General Meeting approved the consolidation of ordinary shares on the basis that
every ten ordinary shares be consolidated into one ordinary share, and where this consolidation results in a fraction of a share
being held by a shareholder, the directors of the Company be authorised to round that fraction up to the nearest whole share. The
share consolidation became effective on 28 October 2010.

The effect of the share consolidation has been retroactively applied to the number of shares outstanding.

30. RETAINED PROFITS AND RESERVES

(a) Movements in retained profits/(accumulated losses) were as follows:

_CONSOLIDATED
2011 2010
_$000  _$°000

Balance 1 July 1,292 (3,224)

Net profit 1,763 4,516

Balance 30 June 3,055 1,292

(b) Other reserves
Foreign
Employee Currency
Equity Benefits Translation
Reserve Reserve Total

Consolidated $°000 $°000 $000
Balance 1 July 2009 884 399 1,283
Equity-settled transaction-employee shares 250 — 250
Transfer to share capital (117) — (117)
Other comprehensive loss — (1,169) (1,169)
Balance at 30 June 2010 1,017 (770) 247
Balance 1 July 2010 1,017 (770) 247
Equity-settled transaction-employee shares 250 — 250
Other comprehensive loss — (3,415) (3,415)
Balance at 30 June 2011 1,267 (4,185) (2,918)

(c) Nature and purpose of reserves

Employee equity benefits reserve
The employee equity benefits reserve is used to record the value of share based payments provided to employees, including Key
Management Personnel (KMPs), as part of their remuneration. Refer to note 36 for further details of these plans.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011

30. RETAINED PROFITS AND RESERVES (continued)

Foreign currency translation reserve

The foreign currency translation reserve is used to record exchange differences arising from the translation of the financial

statements of foreign subsidiaries.

31. CONSOLIDATED ENTITY

Ultimate Parent Entity
- Orbital Corporation Limited
Controlled Entities, incorporated and carrying on business in:
Australia
- Orbital Australia Pty Ltd
- Orbital Australia Manufacturing Pty Ltd
- OEC Pty Ltd
- S T Management Pty Ltd
- OFT Australia Pty Ltd
- Investment Development Funding Pty Ltd
- Power Investment Funding Pty Ltd
- Orbital Environmental Pty Ltd
- Orbital Share Plan Pty Ltd
- Orbital Autogas Systems Pty Ltd
- Sprint Gas (Aust) Pty Ltd
United States of America
- Orbital Holdings (USA) Inc.
- Orbital Fluid Technologies Inc.
- Orbital Engine Company (USA) Inc.
United Kingdom
- Orbital Engine Company (UK) Ltd

(a) Dormant for the years ended 30 June 2011 and 2010.

Note

(@)
(a)
(@)
(a)
(@)
(a)
(b)

(©
(@)
(@)
(@)

Class of

Shares Consolidated Entity Interest
2011 2010 2009

% % %
Ord 100 100 100
Ord 100 100 100
Ord 100 100 100
Ord 100 100 100
Ord 100 100 100
Ord 100 100 100
Ord 100 100 100
Ord 100 100 100
Ord 100 100 N/A
Ord 100 100 N/A
Ord 100 N/A N/A
Ord 100 100 100
Ord 100 100 100
Ord 100 100 100
Ord 100 100 100

(b) Orbital Share Plan Pty Ltd was established on 22 September 2008 and acts as the trustee of the Orbital Executive Long Term

Share Plans.
(c) Refer to note 38 for further discussion.

32. INFORMATION RELATING TO ORBITAL CORPORATION LIMITED

Current assets
Total assets

Current liabilities
Total liabilities

Issued capital

Retained profits/(accumulated losses)
Employee equity benefits reserve
Total shareholders’ equity

Profit/(loss) of the parent entity
Total comprehensive income/(loss) of the parent entity
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2011

2010

$°000 $°000
4 22
38,645 41,494
19,163 20,694
19,345 19,261
(1,130) 522
1,267 1,017
19482 20,800
(1,652) 4270
(1,652) 4270




NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
32. INFORMATION RELATING TO ORBITAL CORPORATION LIMITED (continued)

Guarantee

Orbital Corporation Limited has provided a guarantee to Westpac Banking Corporation for all liabilities and obligations of
Orbital Australia Pty Ltd. See note 22 for details of Orbital Australia Pty Ltd’s outstanding liabilities to Westpac Banking
Corporation.

33. RELATED PARTIES
(a) Identity of related parties

The Group has a relationship with its subsidiaries (see note 31), investment accounted for using the equity method (see note 16),
and with its key management personnel (refer to disclosures for key management personnel, see note 34).

(b) Controlled Entities

Details of interest in controlled entities are set out in Note 31.

(c) Other Related Parties

Details of dealings with other related parties, being joint venture entity Synerject LLC, are set out below:

(i) Receivables and Payables
The aggregate amounts receivable from/payable to Synerject LLC by the Group at balance date are:

CONSOLIDATED
2011 2010
$°000 $°000
Receivables
Current — 3
Payables
Current 7 110

(ii) Transactions

During the year the Group purchased goods and services to the value of $140,000 (2010: $190,000) from Synerject LLC. All
transactions are in the ordinary course of business and on normal commercial terms and conditions.

34 KEY MANAGEMENT PERSONNEL

The following were key management personnel of the Group at any time during the reporting period and unless otherwise
indicated were key management personnel for the entire period:
Non-executive directors

Mr WP Day (Chairperson)

Mr JG Young — retired 28 February 2011
Dr MT Jones

Dr V Braach-Maksvytis

Executive directors

Mr TD Stinson (Managing Director & Chief Executive Officer)
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34. KEY MANAGEMENT PERSONNEL (continued)

Executives

Mr KA Halliwell (Chief Financial Officer)
Mr BA Fitzgerald (Director, Orbital Autogas Systems) (ceased to be a KMP on July 1, 2011)
Dr GP Cathcart (Director, Consulting Services & Engineering)

Key management personnel compensation

The key management personnel compensation included in ‘employee benefits expense’ (see note 9) are as follows:

CONSOLIDATED
2011 2010 2009
$ $ $
Short-term employee benefits 876,810 1,587,275 1,233,798
Post-employment benefits 131,555 132,605 129,491
Equity compensation benefits 223,405 225,737 165,918

Termination benefits 288,241 — —
1,520,011 1,945,617 1,529,207

Individual directors and executives compensation disclosures
No director has entered into a material contract with the Group since the end of the previous financial year and there were no
material contracts involving directors’ interest at 30 June 2011.

Loans to key management personnel and their related parties.
The Group have not made any loans to key management personnel or their related parties since the end of the previous financial
year and there were no loans to any key management person or their related parties at 30 June 2011

Movements in shares

The movement during the reporting period in the number of ordinary shares in Orbital Corporation Limited held, directly,
indirectly or beneficially, by each key management person, including their related parties, is as follows:

Held at Granted as compensation Held at
1-Jul-10 Purchases ESP #1 ELTSP  Sales Other(a)(b)  30-Jun-11
Non-executive directors
Mr WP Day 10,000 — — — — — 10,000
Mr JG Young 74,854 — — — — (74,854) —
Dr V Braach-Maksvytis — — — — — — —
Dr MT Jones 18,000 — — — — — 18,000
Executive directors
Mr TD Stinson(e) 230,088 145,602 — — — — 375,690
Executives
Mr KA Halliwell 136,734 37,500 3,369 — — 2 177,605
Mr BA Fitzgerald 103,242 — 3,369 — — 2 106,613
Dr GP Cathcart 48,091 — 3,369 - = 2 51,462

F-56



NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011

34. KEY MANAGEMENT PERSONNEL (continued)

Non-executive directors
Mr WP Day

Mr JG Young

Dr V Braach-Maksvytis
Dr MT Jones

Executive directors
Mr TD Stinson (c¢)

Executives

Mr KA Halliwell
Mr BA Fitzgerald
Dr GP Cathcart

Non-executive directors
Mr WP Day

Mr JG Young

Dr V Braach-Maksvytis
Dr MT Jones

Mr JR Marshall

Executive directors
Mr TD Stinson

Executives

Mr KA Halliwell
Mr BA Fitzgerald
Dr GP Cathcart

Held at Granted as compensation
1-Jul-09 Purchases ESP #1 ELTSP
10,000 — — —
74,854 — — —
18,000 — — —
120,100 110,000 — —
94,189 — 1,625 40,920
67,517 — 1,625 34,100
30,346 — 1,625 16,120
Granted as
Held at compensation
1-Jul-08 Purchases ESP #1 ELTSP
10,000 — — —
24,854 50,000 — —
— 18,000 — —
6,688 — — —
— 120,100 — —
49,966 — 1,923 42,300
30,494 — 1,923 35,100
16,723 — 1,923 11,700

(a) Represents shareholdings at time that Mr JG Young ceased to be a Director.

(b) Represents the rounding of shareholdings as a result of the share consolidation.

Sales  Other(c)

Held at
30-Jun-10

10,000
74,854

18,000
230,088

136,734
103,242
48,091

Other
Sales (d)

Held at
30-Jun-09

10,000
74,854

18,000

120,100

94,189
67,517
30,346

(c) As aresult of a change to the ratio of ADSs to ordinary shares the equivalent ordinary shares of Mr Stinson were rounded down

to the nearest multiple of 160.

(d) Represents shareholding at time that Mr JR Marshall ceased to be a Director.
(e) Mr Stinson’s shareholding of 375,690 is represented by 6,618 ADSs and 269,802 ordinary shares.
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34. KEY MANAGEMENT PERSONNEL (continued)

Movements in ELTSP rights

The movement during the reporting period in the number of ELTSP rights to ordinary shares in Orbital Corporation Limited
held, directly, indirectly or beneficially, by each key management person, including their related parties, is as follows:

Held at Held at
1-Jul-10 Offered Forfeited Vested Expired 30-Jun-11

Executive directors

Mr TD Stinson 655,000 665,000 — — — 1,320,000

Executives

Mr KA Halliwell 363,500 337,567 — — (27,000) 674,067

Mr BA Fitzgerald 333,000 311,600 (627,0000 — (17,000) —

Dr GP Cathcart 256,500 252,700 — — (17,000) 492,200
Held at Held at

1-Jul-09 Offered Forfeited Vested Expired 30-Jun-10

Executive directors

Mr TD Stinson 130,000 525,000 — — — 655,000

Executives

Mr KA Halliwell 163,000 266,500 — (40,920) (25,080) 363,500

Mr BA Fitzgerald 142,000 246,000 — (34,100) (20,900) 333,000

Dr GP Cathcart 83,000 199,500 — (16,120) (9,880) 256,500
Held at Held at

1-Jul-08 Offered Forfeited Vested Expired 30-Jun-09

Executive directors

Mr TD Stinson — 130,000 — — — 130,000
Executives

Mr KA Halliwell 140,000 70,000 —  (42,300) (4,700) 163,000
Mr BA Fitzgerald 111,000 70,000 —  (35,100) (3,900) 142,000
Dr GP Cathcart 56,000 40,000 — (11,700)  (1,300) 83,000

Movements in performance rights

The movement during the reporting period in the number of performance rights to ordinary shares in Orbital Corporation
Limited held, directly, indirectly or beneficially, by each key management person, including their related parties, is as follows:

Held at Held at
1-Jul-10 Offered Forfeited Vested Expired 30-Jun-11

Executive directors

Mr TD Stinson 1,150,000 — — — — 1,150,000
Held at Held at
1-Jul-09 Offered Forfeited Vested Expired 30-Jun-10

Executive directors

Mr TD Stinson 1,150,000 — — — — 1,150,000
Held at Held at
1-Jul-08 Offered Forfeited Vested Expired 30-Jun-09

Executive directors

Mr TD Stinson — 1,150,000 — — — 1,150,000
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35. NOTES TO THE STATEMENTS OF CASH FLOWS

Reconciliation of cash flows from operating activities

NOTE CONSOLIDATED
2011 2010 2009
$°000 $°000 $°000
Profit/(loss) after income tax 1,763 4,516 (2,451)
Adjustments for:
(Gain)/Loss on sale of property, plant and equipment 8,9 4,760) “41) 322
Depreciation 18 930 877 1,094
Amortisation 19 253 136 —
Amortisation of deferred revenue and government
grants (225) (345) —
Impairment, write-off/(write-back) of trade
receivables 38 (114) (198)
Impairment of capitalised development costs 19 1,065 — —
Inventory write-down 15 942 — —
Amortisation of non-interest bearing loans 613 626 722
Gain on restructure of non-interest bearing loans 26 — (7,695) —
Amounts set aside to warranty and other provisions 318 (133) (34)
Profit on sale of interest in equity accounted
investment 16 — — (3,678)
Share of net profit of equity accounted investment 16 (3,233) (1,874) (1,846)
Employee compensation expense 36(a) 334 339 323
Net foreign exchange (gains)/losses (79) 97 (564)
Net cash used in operating activities before changes in
assets and liabilities (2,041) (3,611) (6,310)
Changes in assets and liabilities during the year:
Decrease/(increase) in receivables (621) 28 2,316
Decrease/(increase) in inventories 360 (638) (1,387)
Increase in intangibles — — (12)
Decrease/(increase) in deferred tax assets (532) 417) 2,697
(Decrease)/increase in payables 1,629 951) 654
(Decrease)/increase in employee provisions (587) 540 (55)
249 (1,438) 4,213
Net cash used in operating activities (1,792) (5,049) (2,097)
36. SHARE-BASED PAYMENT PLANS
(a) Recognised share-based payment expenses
The expense recognised for employee services received during the year is shown in the table below:
Expense arising from equity-settled share-based payment
transactions 334 339 323

The share-based payment plans are described below. Entitlements to shares are based 50% of Total Shareholder Return and 50%
on Earnings Per Share.

(b) Employee Share Plan No. 1
Under Employee Share Plan No. 1 each eligible employee is offered fully paid ordinary shares to the value of $1,000 per annum.
During 2011, there were 283,670 (2010: 144,589) shares issued under Plan No 1 to eligible employees at a market value on the
day of issue of $84,193 (2010: $89,000).
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36. SHARE-BASED PAYMENT PLANS (continued)
(c) Executive Long Term Share Plan (“ELTSP”)

Executives may also be offered shares in the Company’s Executive Long Term Share Plan under which offered shares will be
granted subject to the satisfaction of performance conditions over a 3 year period or subject to Board discretion for other
qualifying reasons.

The number of shares that the executive actually receives depends on two performance hurdles, as set out below:

(a) 50% of the shares offered will be issued depending on the performance of the Company relative to a group of selected
peers (being the 50 smallest companies by market capitalisation (other than resource companies and property and
investment trust companies) within the S&P / ASX 300 Index). The peer group is ranked in terms of Total Shareholder
Return (“TSR”). TSR is the percentage increase in a company’s share price plus reinvested dividends over a three year
period commencing on 1 September 2009 and ending on 31 August 2012 (“Performance Period”).

The following table sets out the relevant percentages of an executive’s Personal Allotment which will be issued at the conclusion
of the Performance Period based on the TSR ranking of the Company relative to the peer group:

Company Performance % of Personal Allotment
(TSR Ranking) issued to each executive
Up to the 50th percentile 0%
At or above the 50th percentile but below the 75th
percentile 50% to 99% (on a straight-line basis)
At or above the 75th percentile but below the 90th
percentile 100%
At or above the 90th percentile 125%

No shares will be granted unless the Company’s TSR is at or above the 50 percentile. In 2011, nil (2010: 164,300) rights were
issued in accordance with the terms of the plan.

(b) 50% of the shares offered will be issued if the Company achieves earnings in excess of 11 cents per share for the year
ending 30 June 2013.

At the Company’s Annual General Meeting in October 2010, shareholders approved the above plan in relation to the ongoing
remuneration of Executive Directors and senior executives.

During 2011, a total of 1,730,900 rights under the plan were offered to 6 executives (2010: 1,436,000 rights offered to 7
executives).

Summary of rights granted under the ELTSP

2011 2010 2009

No. No. No.
Outstanding at the beginning of the year 1,855,000 780,000 743,500
Granted during the year 1,730,900 1,436,000 410,000
Forfeited during the year (642,600) (96,000) (90,750)
Vested during the year and shares issued — (164,300) (264,850)
Expired during the year (93,500) (107,000) (17,900)
Outstanding at the end of the year 2,849,800 1,855,000 780,000

The outstanding balance as at 30 June 2011 is represented by:
* 310,000 rights with a fair value at grant date of $0.580 that will potentially vest in August 2011;
e 1,120,500 rights with a fair value at grant date of $0.465 that will potentially vest in August 2012; and
e 1,419,300 rights with a fair value at grant date of $0.335 that will potentially vest in August 2013.
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
36. SHARE-BASED PAYMENT PLANS (continued)

Fair value of rights on grant date
TSR related rights

The following factors and assumptions were used in determining the fair value of TSR related rights issued under the ELTSP on
grant date:

Market
price of
Fair Value  Exercise shares on Expected Risk free
Grant Date Life per share Price grant date volatility interest rate
31-Aug-08 3years 58 cents nil 79 cents 62.70% 5.68%
31-Aug-09 3years 38 cents nil 55 cents 65.00% 5.03%
31-Aug-10 3years 33 cents nil 34 cents 60.00% 4.27%
EPS related rights
The following factors and assumptions were used in determining the fair value of EPS related rights issued under the ELTSP on
grant date:
Market
price of
Fair Value Exercise shares on
Grant Date Life per share Price grant date
31-Aug-09 3 years 55 cents nil 55 cents
31-Aug-10 3 years 34 cents nil 34 cents

(d) Performance Rights Plan

The Company also introduced a Performance Rights Plan as part of its long-term incentive arrangements for senior executives,
which was approved by shareholders in October 2009.

Under the Performance Rights Plan, performance rights will only be issued if the terms and conditions detailed below are
satisfied.

A performance right is a right to acquire one fully paid ordinary share in the Company. Until they are exercised, performance
rights:

(i) do not give the holder a legal or beneficial interest in shares of the Company; and

(i) do not enable participating executives to receive dividends, rights on winding up, voting rights or other shareholder
benefits.

Performance rights issued under the Performance Rights Plan will be exercisable if:

(i) aperformance hurdle is met over the periods specified by the Board; or

(ii) the Board allows early exercise on cessation of employment (see “Cessation of employment” below); or

(iii) it is determined by the Board in light of specific circumstances.

The Terms and conditions of the offer of Performance Rights made during the year ended 30 June 2009 are as follows:
(i) Mr T D Stinson will be awarded 1,150,000 performance rights;
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011
36. SHARE-BASED PAYMENT PLANS (continued)

(i) the grant of performance rights will be in seven tranches, each tranche with a different specified share price target as set out

below:

Number of Share price Fair Value at

performance target grant date

Tranche rights $ $
1 200,000 $ 250 94,000
2 200,000 $ 5.00 70,000
3 200,000 $ 7.50 56,000
4 200,000 $ 10.00 46,000
5 125,000 $ 20.00 16,250
6 125,000 $ 30.00 11,250
7 100,000 $ 50.00 5,000

(iii) the acquisition price and exercise price of the performance rights will be nil;.
(iv) Mr T D Stinson will only be permitted to exercise a performance right if:

. the Company attains the specified share price target (see table above) within eight years from the date of grant of the
performance right; and

. the specified share price target is also achieved at the end of two years from the date the target is first achieved
(“Vesting Date”) based on the Company’s average closing share price over a 90 day period up to and including the
Vesting Date; and

(v) If the specified share price target is either not achieved within eight years from the date of grant, or if so achieved, not also
achieved at the end of the Vesting Date, the performance right will lapse.

No performance rights were granted during the year ended 30 June 2011.

37. DEFINED CONTRIBUTION SUPERANNUATION FUND

The Group contributes to a defined contribution plan for the provision of benefits to Australian employees on retirement, death
or disability. Employee and employer contributions are based on various percentages of gross salaries and wages. Apart from the
contributions required under superannuation legislation, there is no legally enforceable obligation on the Company or its
controlled entities to contribute to the superannuation plan.

38. BUSINESS COMBINATION
Initial acquisition of Sprint Gas Business

On 27 May 2011, Orbital Autogas Systems Pty Ltd acquired 55% of the voting shares of Sprint Gas (Aust) Pty Ltd, a new
company incorporated to acquire the operating business of Sprint Gas, an Australian business specialising in the importation and
wholesaling of LPG Fuel systems. The consideration transferred was $2,000,000 cash as payment in full for 2,200,000 ordinary
shares in the new company, Sprint Gas (Aust) Pty Ltd.

Concurrently with the entering into of the Business Acquisition Agreement, the Group entered into a Subscription and
Shareholders Agreement with the owners of the 45% non-controlling interest in Sprint Gas (Aust) Pty Ltd. As part of the
Subscription and Shareholders Agreement, Put and Call options were issued over the remaining 45% non-controlling interest.
The Put and Call options, exercisable after 30 months, are in nature a forward contract and in substance represent contingent
consideration. The Group has accounted for the business combination as though it acquired a 100% interest and has recognised a
financial liability to the non-controlling shareholders equal to the fair value of the underlying obligations under the Put and Call
options (Contingent consideration liability).

The option that gives rise to the contingent consideration liability is classified as a financial liability at fair value through profit
and loss.

The acquisition of Sprint Gas significantly broadens the Group’s wholesaling and distribution activities in the area of alternative
fuels and positions the Group as a leader in the Australian LPG market.
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38. BUSINESS COMBINATION (continued)

Initial acquisition of Sprint Gas Business (continued)

The relocation provision recognised on acquisition was a present obligation of Sprint Gas (Aust) Pty Ltd prior to the business
combination and its execution was not conditional upon it being acquired by Orbital Corporation Limited. The key factor
contributing to the $1,373,000 of goodwill is the profits expected to be generated by the business during the contingent
consideration calculation period. None of the goodwill recognised is expected to be deductable for income tax purposes.

Included in the business acquired were receivables with a gross contractual and fair value of $1,208,000 resulting from trade
sales with customers. Management expects these amounts to be collected in full and converted to cash consistent with customer
terms, which call for payment within 30-45 days of the initial sale.

The total provisional cost of the combination was $4,688,000 and comprised the payment of cash and the recognition of a
contingent consideration liability. As the acquisition was made close to year end, the Company has left the acquisition
accounting open pending further adjustment to the fair values of net assets acquired. The initial accounting for the combination
will be finalised within the next financial year.

The provisional fair values of the identifiable assets and liabilities of Sprint Gas (Aust) Pty Ltd as of the date of acquisition were

as follows:
Consolidated
Fair value at
acquisition
date
$°000
Cash and cash equivalents 420
Trade and other receivables 1,319
Inventories 1,968
Plant and equipment 468
Deferred tax asset 242
4,417
Trade and other payables (835)
Employee benefits (197)
Relocation provision (70)
(1,102)
Provisional fair value of identifiable net assets 3,315
Goodwill arising on acquisition 1,373
4,688

The fair values have been determined provisionally and based upon the best information available as initial accounting was not
complete at the reporting date.

Consolidated
Fair value at
acquisition date

$°000

Acquisition-date fair-value consideration transferred:
Cash paid 2,000
Contingent consideration liability 2,688
Consideration transferred 4,688
Direct costs relating to the acquisition (included in administration

expenses) 206
The cash outflow on acquisition is as follows:
Net cash acquired with the subsidiary 420
Cash paid (including $200,000 loan to Sprint Gas (Aust) Pty Ltd) (2,200)
Net consolidated cash outflow (1,780)
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38. BUSINESS COMBINATION (continued)

Initial acquisition of Sprint Gas Business (continued)
The consolidated statement of comprehensive income includes sales revenue and net profit for the year ended 30 June 2011 of
$1,112,153 and $204,049, respectively, as a result of the acquisition of Sprint Gas (Aust) Pty Ltd.

It is not possible to quantify the impact that the acquisition of Sprint Gas (Aust) Pty Ltd would have had on the consolidated
statement of comprehensive income had it occurred at the beginning of the reporting period as separate books and records were
not maintained for this business unit.

39. COMMITMENTS
(a) Operating leases

The Group leases premises and plant & equipment under operating leases. The lease for the engineering premises is for a period
of 10 years with options to extend for two further periods of five years each. Leases for warehousing premises typically run for a
period of 5 years. The plant & equipment leases typically run for a period of 5 years and the lease payments are fixed. None of
the leases include contingent rentals.

CONSOLIDATED

2011 2010 2009

$°000 $°000 $°000
Non-cancellable future operating lease rentals not provided for in the financial

statements and payable:

- Not later than one year 1,022 184 182
- Later than one year but not later than five years 3,536 3 165
- later than five years 4,273 — 3

8831 187 350

During the financial year ended 30 June 2011, $489,612 was recognised as an expense in the income statement in respect of
operating leases (2010:$171,081).

(b) Other

In June 2008 the Group received funding of $2,760,000 from the Commonwealth of Australia through the Alternative Fuels
Conversion Program administered by the Department of the Environment, Water, Heritage and the Arts towards the construction
of a heavy duty engine test facility.

The Group will fund the maintenance and operation of the facility until at least financial year 2014/2015 and provide the
Commonwealth with preferential access to the facility, as follows:

Operational commitment to the running of the heavy duty engine testing facility
not provided for in the financial statements and payable:
- Not later than one year 391 391 391
- Later than one year but not later than five years 682 1,073 1,464
1,073 1,464 1,855
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40. CONTINGENCIES

The details and estimated maximum amounts of contingent liabilities that may become payable are set out below. The directors
are not aware of any circumstance or information that would lead them to believe that these liabilities will crystallise.

In the event of the Company terminating the employment of the Chief Executive Officer (other than by reason of serious
misconduct or material breach of his service agreement), an equivalent of 12 months remuneration is payable to the CEO. In the
event of the Company terminating the employment of a KMP (other than by reason of serious misconduct or material breach of
their service agreement), an equivalent of 4 weeks pay, plus 2 weeks pay for each completed year of service, plus for each
completed year of service beyond 10, an additional 1/2 weeks pay, plus a pro-rata payment for each completed month of service
in the final year is payable to the KMP. The maximum entitlement to termination pay is limited to 65 weeks pay. There are no
other contingent liabilities for termination benefits under the service agreements with Directors or other persons who take part in
the management of any entity within the Group.

41. EVENTS AFTER THE BALANCE SHEET DATE

On 11 August 2011 the Company announced that its American Depositary Shares will begin trading on the NYSE Amex on
25 August 2011.

There has not arisen in the interval between the end of the financial year and the date of this report any item, transaction or event
of a material and unusual nature that is likely, in the opinion of the Directors of the Company, to significantly affect the
operations of the Group, the results of those operations, or the state of affairs of the Group in subsequent financial years.

42. REMUNERATION OF AUDITORS

CONSOLIDATED
2011 2010 2009
$ $ $
Amounts received or due and receivable for audit services by:
Auditors of the Company
- Audit and review of financial reports 347,900 374,420 278,950
Amounts received or due and receivable for taxation services by:
Auditors of the Company 10,000 10,055 10,000
Amounts received or due and receivable for other services by:
Auditors of the Company 5,150 5,627 49,726
Total auditors’ remuneration 363,050 390,102 338,676

The Auditors of the Company in 2011, 2010 and 2009 were Ernst & Young.
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THE POWEE TO HACE A DIFFFREMCE, THE PEOFLE TO MAKE IT COLINTT

REPORT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

The Board of Directors
Synerject, LLC
Newport News, Virginia

We have audited the accompanying consolidated balance sheets of Synerject, LLC and Subsidiaries (the Company) as of

December 31, 2010 and June 30, 2009 and the related consolidated statements of income, members’ equity and comprehensive
income, and cash flows for the 18 month period ended December 31, 2010 and the 12 month periods ended June 30, 2009 and 2008.
The Company’s management is responsible for these consolidated financial statements. Our responsibility is to express an opinion on
these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its
internal control over financial reporting. Our audit included consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated financial statements,
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
Synerject, LLC and Subsidiaries as of December 31, 2010 and June 30, 2009 and the results of their operations and their cash flows
for the 18 month period ended December 31, 2010 and the 12 month periods ended June 30, 2009 and 2008, in conformity with
accounting principles generally accepted in the United States of America.

/s/ Witt Mares, PLC
Norfolk, Virginia
February 24, 2011



SYNERJECT, LLC AND SUBSIDIARIES
Consolidated Balance Sheets
December 31, 2010 and June 30, 2009

ASSETS
CURRENT ASSETS
Cash and cash equivalents

Trade accounts receivable, net of allowance for doubtful accounts of $158,884 in 2010

and $223,064 in 2009
Inventories
Prepaid expenses and other assets

Total current assets

Property, plant and equipment, net

License agreements, net of accumulated amortization of $9,645,707 in 2010 and $8,856,494 in

2009

Total assets

LIABILITIES AND MEMBERS’ EQUITY

CURRENT LIABILITIES
Accounts payable
Accrued expenses and other liabilities
Current portion of long-term debt
Line of credit

Total current liabilities

Accrued expenses - noncurrent
Long-term debt, excluding current portion

Total liabilities

Members’ equity
Accumulated other comprehensive income
Total members’ equity

Total liabilities and members’ equity

See accompanying notes.
-2-

December 31, 2010

June 30, 2009

$ 3985793 $ 1,078,333
21,488,855 19,649,000
5,817,704 4,685,518
2,636,027 3,110,873
33,928,379 28,523,724
4,942,843 5,349,770
3,799,637 5,018,129

$ 42,670,859  $38.891,623

$ 13,721,010  $11,496,195
6,192,452 4,242,509
1,888,596 1,888,596
594,139 1,636,504
22,396,197 19,263,804
454,096

2,518,126 5,351,021
24,914,323 25,068,921
16,886,300 12,797,191
870,236 1,025,511
17,756,536 13,822,702

$ 42,670,859  $38.891,623
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SYNERJECT, LLC AND SUBSIDIARIES
Consolidated Statements of Income
18 Month Period Ended December 31, 2010 and 12 Month Periods Ended June 30, 2009 and 2008

Revenue
Net sales
Engineering services revenue
Total revenue

Costs and expenses
Cost of goods sold
Engineering expenses
Selling, general and administrative expenses
Total costs and expenses

Operating income

Other income (expense)
Interest expense
Other

Net income

18 Months Ended
December 31, 2010

12 Months Ended
June 30, 2009

12 Months Ended
June 30, 2008

$ 145,123,722 $ 69,844,265 $ 76,867,607
4,960,464 4,790,772 4,153,867
150,084,186 74,635,037 81,021,474
118,218,938 56,267,221 62,060,772
13,213,292 6,532,343 8,539,305
10,893,989 7,453,689 7,267,068
142,326,219 70,253,253 77,867,145
7,757,967 4,381,784 3,154,329
(395,160) (289,912) (506,064)
(46,634) (430,054) (246,570)
(441,794) (719,966) (752,634)
$ 7,316,173 $ 3,661,818 $ 2,401,695

See accompanying notes.
-3-
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SYNERJECT, LLC AND SUBSIDIARIES
Consolidated Statements of Members’ Equity and Comprehensive Income
18 Month Period Ended December 31, 2010 and 12 Month Periods Ended June 30, 2009 and 2008

Accumulated other

Total

Balances at June 30, 2007
Distributions to members

Comprehensive income:
Net income
Foreign currency translation adjustment
Net unrealized loss in fair value of derivative

Total comprehensive income

Balances at June 30, 2008
Distributions to members

Comprehensive income:
Net income
Foreign currency translation adjustment
Reversal of previously unrealized losses in fair
value of derivative

Total comprehensive income

Balances at June 30, 2009
Distributions to members

Comprehensive income:
Net income
Foreign currency translation adjustment
Total comprehensive income

Balances at December 31, 2010

Members’ equity comprehensive income members’

CAS OFT Total CAS OFT Total equity
$ 7297242 $ 7,297,242 $14,594,484 $ 489,559 §$ 489,559 $ 979,118 $15,573,602
(843,796) (843,796)  (1,687,592) — — — (1,687.,592)
1,200,848 1,200,847 2,401,695 — — — 2,401,695
— — — 367,465 367,465 734,930 734,930
— — — (38,380) (38,380)  (76,760) (76,760)
3,059,865
7,654,294 7,654,293 15,308,587 818,644 818,644 1,637,288 16,945,875
(3,086,607)  (3,086,607) (6,173214) — — — (6,173214)
1,914,378 1,747,440 3,661,818 — — — 3,661,818
— — — (392,665) (358,424)  (751,089)  (751,089)
— — — 69,656 69,656 139,312 139,312
3,050,041
6,482,065 6,315,126 12,797,191 495,635 529876 1,025,511 13,822,702
(1,871,697)  (1,355,367)  (3,227,064) — — — (3,227,064
4243380 3,072,793  7.316,173 — — — 7,316,173
— — — (90,060) (65,215) (155,275) (155,275)
7,160,898

$ 8,853,748 $ 8,032,552 $16,886,300 $ 405575 $ 464,661 $ 870,236 $17,756,536

See accompanying notes.



SYNERJECT, LLC AND SUBSIDIARIES
Consolidated Statements of Cash Flows

18 Month Period Ended December 31, 2010 and 12 Month Periods Ended June 30, 2009 and 2008

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cash provided by
operating activities:
Depreciation and amortization of property, plant and
equipment
Amortization of license agreements
Write-off of accrued interest on license agreement
Loss on disposal of property, plant and equipment
Changes in assets and liabilities increasing (decreasing) cash
flows from operations: Accounts receivable
Inventories
Prepaid expenses and other assets
Accounts payable
Accrued expenses and other liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of intangibles
Acquisitions of property, plant and equipment

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Distributions to members
Net borrowings (repayments) on line of credit
Proceeds from long-term borrowing
Principal payments on long-term debt

Net cash used in financing activities

Effect of exchange rate changes on cash and
cash equivalents

Net increase (decrease) in cash and cash
equivalents

18 Months Ended
December 31, 2010

12 Months Ended
June 30, 2009

$ 7,316,173 $ 3,661,818
2,003,132 1,511,016
832,657 839,111
444,261 —
(1,245,827) (3,295,424)
(1,163,680) (402,504)
433,199 (1,175,011)
2,425,394 431,620
1,572,357 1,333,831
12,617,666 2,904,457
(1,617,365) (1,244,348)
(1,617,365) (1,244,348)
(3,227,064) (6,173,214)
(1,042,365) 361,532
— 7,554,382
(2,832,895) (4,776,055)
(7,102,324) (3,033,355)
(990,517) (162,663)
2,907,460 (1,535,909)

See accompanying notes.
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12 Months Ended

June 30, 2008

$ 2,401,695

1,140,519
956,208

27,285

(3,205,497)

(205,972)
457,766
1,146,122

(19,166)
2,698,960

(116,548)

(1,025,088)
(1,141,636)

(1,687,592)
124,972

(1,908,873)
(3,471,493)

204,714

(1,709,455)

(Continued)
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SYNERJECT, LLC AND SUBSIDIARIES
Consolidated Statements of Cash Flows

18 Month Period Ended December 31, 2010 and 12 Month Periods Ended June 30, 2009 and 2008

18 Months Ended 12 Months Ended

(Concluded) December 31, 2010 June 30, 2009
Cash and cash equivalents

Beginning of year $ 1,078,333 $ 2,614,242

End of year $ 3,985,793 $ 1,078,333
Supplement disclosure of cash flow information:

Cash paid for interest $ 591,881 $ 298,363

Cash paid for foreign income taxes $ 645,559 $ —

See accompanying notes.

12 Months Ended

June 30, 2008

$ 4,323,697

$ 2,614,242

5523308
$—_
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SYNERJECT, LLC AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2010 and June 30, 2009

NOTE 1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Organization and Description of Business

Synerject, LLC (Synerject or the Company), a Delaware limited liability company, was formed on June 25, 1997 to
manufacture, distribute, and sell fuel rail assemblies incorporating charge delivery injectors which deliver air and premetered
quantities of gasoline directly into the combustion chambers of both two-stroke and four-stroke internal combustion engines.

The Company is the result of a Joint Venture and Limited Liability Company Agreement (the Agreement) between Continental
Automotive Systems US, Inc. (CAS) and Orbital Fluid Technologies, Inc. (OFT), whereby each member originally owned 50%
of the Company. CAS is a wholly owned subsidiary of Continental AG (CAG), a corporation organized under the laws of the
Federal republic of Germany. OFT is a wholly owned subsidiary of Orbital Corporation Limited (OCL), a corporation organized
under the laws of West Australia.

Pursuant to the terms of the Agreement, allocation of net income (loss) will be to and among the members in accordance with
their ownership percentages. As of April 2003, under an amendment to the Agreement, the CEO and CFO of Synerject were
added to the Company’s board of directors. Voting control of the Company’s board of directors was shared equally between
CAG, OCL, and Synerject. As of April 2009, the CEO and CFO of Synerject were removed from the board of directors.

The initial term of the Agreement is 20 years and is subject to renewal upon terms and conditions as shall be mutually agreed by
CAG and OCL.

In November 1998, the Company began functioning as a systems integrator for motorcycle, scooter and other two-wheel
applications utilizing direct injection technology. In addition, in September 1999, the Company began functioning as a systems
integrator for nonautomotive equipment utilizing certain Continental port injection technology. In April 2003, the Company
began systems integration services and supply of systems components to customers in the marine and recreation market
segment, and to a new customer, Bombardier Rotax (Austria), for engines supplied to the snowmobile and personal watercraft
markets. In March 2006, the Company acquired from BRP US, Inc. a business associated with supplying fuel systems and
components of outboard marine engines. As part of its Asian growth strategy the Company began manufacturing operations in
Changchun, China in November 2006 and opened a sales and application engineering office in Chongqing, China in March
2007. In September 2010, the Company established a legal entity called Synerject Taiwan Ltd, Co. in Taipei, Taiwan to directly
support the technical and commercial demands of customers in the Taiwan market.

(Continued)



SYNERJECT, LLC AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2010 and June 30, 2009

NOTE 1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

During March 2009, a second amendment to the Company’s joint venture and limited liability company agreement was executed
whereby CAS and OFT’s percentage interests changed to 58% and 42%, respectively.

Principles of Consolidation

The consolidated financial statements include the financial statements of Synerject, LLC and its wholly owned subsidiaries. All
significant intercompany balances and transactions have been eliminated in consolidation.

Cash and Cash Equivalents

The Company defines cash as cash on hand and demand deposits at financial institutions. Cash equivalents are defined as highly
liquid short term financial instruments with maturities of twelve months or less.

Trade Accounts Receivable

Trade accounts receivable are recorded at the invoiced amount and do not bear interest. The allowance for doubtful accounts is
the Company’s best estimate of the amount of probable credit losses in the Company’s existing accounts receivable. The
Company determines a general allowance utilizing percentages applied to aged outstanding receivable balances. The Company
reviews its allowance for doubtful accounts monthly. Account balances are charged off against the allowance after all means of
collection have been exhausted and the potential for recovery is considered remote. The Company does not have any off-balance
sheet credit exposure related to its customers.

Inventories

Inventories which include raw materials and finished goods are stated at the lower of cost or market. Cost includes material,
labor and applicable manufacturing overhead and is determined using standard costs, which approximate average costs.

Property, Plant and Equipment

Property, plant and equipment are stated at cost, net of accumulated depreciation and amortization. Depreciation and
amortization are provided using the straight-line method over the estimated useful lives of the property as follows:

Leasehold improvements 10 Years
Manufacturing machinery and equipment 10 Years
Testing equipment and motor vehicles 5 Years
Tooling 3 Years
Office and computer equipment, Computer Software 3 Years

(Continued)



SYNERJECT, LLC AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2010 and June 30, 2009

NOTE 1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Intangible Assets — License Agreements

In June 1997, the Company entered into a license agreement with OFT for licensed technology. In November 1998, this license
agreement was expanded, and the Company acquired the right to provide system integration services and products to the
motorcycle market. In September 1999, the Company obtained a license agreement for the right to use CAS technology for
systems integration for nonautomotive equipment. The license agreements are stated at cost, net of accumulated amortization.

In September 2010, the Company reversed the previously accrued capitalized interest that had been accrued on the third of three
installments of license fees to Orbital as outlined in the 1998 license agreement, as the conditions in the agreement that require
Synerject’s obligation to pay this installment of fees have not been satisfied to date.

Warranty Liability

The Company provides for estimated warranty costs based on historical warranty return data and accrues for specific items at the
time their existence is known and the amounts are determinable.

Derivative Financial Instruments and Hedging Activities

The Company used an interest rate swap agreement to limit exposure to rising interest rates on its variable-rate note payable.
Interest rate differentials to be paid or received as a result of the swap agreement are accrued and recognized as an adjustment of
interest expense related to the associated debt. The interest rate swap agreement was terminated on March 30, 2009.

Derivatives are recognized on the consolidated balance sheet at their fair value. On the effective date of the derivative contract,
the Company designates the derivative as either a hedge of the fair value of a recognized asset or liability or of an unrecognized
firm commitment (fair value hedge), or a hedge of a forecasted transaction or of the variability of cash flows to be received or
paid related to a recognized asset or liability (cash flow hedge). The Company enters only into cash flow hedge agreements. The
Company formally documents all relations between hedging instruments and hedged items, as well as its risk-management
objective and strategy for undertaking various hedge transactions. This process includes linking all derivatives that are
designated as cash flow hedges to specific assets and liabilities on the balance sheet. The Company also formally assesses, both
at the hedge’s inception and on an ongoing basis, whether the derivatives that are used in hedging transaction are highly
effective in offsetting changes in cash flows of hedge items.

(Continued)



SYNERJECT, LLC AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2010 and June 30, 2009

NOTE 1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Changes in the fair value of a derivative that are highly effective and are designated and qualify as cash flow hedges are
recorded in accumulated other comprehensive income until earnings are affected by the variability in cash flows of the
designated hedge item.

Income Taxes

The Company has elected to have the income or loss of Synerject reported by the individual members on their U.S. income tax
returns rather than by the Company. Accordingly, no U.S. income taxes related to the Company have been provided for in the
accompanying consolidated financial statements.

Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) Topic 740 prescribes a recognition
threshold and measurement attribute for the financial statement recognition and measurement of a tax position taken or expected
to be taken in a tax return. The Organization’s management has evaluated the impact of this guidance to its consolidated
financial statements. The Organization is not aware of any material uncertain tax positions, and has not accrued the effect of any
uncertain tax provisions as of December 31, 2010 and June 30, 2009. With few exceptions, the Organization is no longer subject
to income tax examinations by U.S. federal, state or local authorities for years before 2007.

The Company’s policy is to classify income tax related interest and penalties, if any, in interest expense and other expenses,
respectively.

No election was made to have the income or loss of one subsidiary, Synerject SAS, reported by the individual members on their
income tax return. Synerject SAS incurs and pays foreign income taxes. In addition, the Company incurs a tax (unrecoverable
VAT) relating to shipments from its locations in China to other countries. The individual members may be entitled to a tax credit
for such foreign income taxes paid if dividends are paid. For the 18 month period ended December 31, 2010, and 12 month
periods ended June 30, 2009, and 2008, foreign income taxes of approximately $47,000, $495,000 and $113,000, respectively,
were included in other expense on the accompanying consolidated statements of income.

(Continued)



SYNERJECT, LLC AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2010 and June 30, 2009

NOTE 1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Use of Estimates

Management of the Company has made a number of estimates and assumptions relating to the reporting of assets and liabilities
and the disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the reported
amounts of revenue and expenses during the reporting period to prepare these consolidated financial statements in conformity
with U.S. generally accepted accounting principles. Actual results could differ from those estimates.

Translation of Foreign Currencies

The financial position and results of operations of the Company’s non-U.S. subsidiaries and branches are measured using
functional currencies other than the U.S. dollar.

For the 18 month period ended December 31, 2010, assets and liabilities are translated at the exchange rate in effect and set forth
by CAG at the consolidated financial statement date. Income statement accounts are translated at the average CAG rate of
exchange prevailing during the period.

For the 12 month periods ended June 30, 2009 and 2008, assets and liabilities are translated at the exchange rate in effect at the
consolidated financial statement date. Income statement accounts are translated at the average rate of exchange prevailing during
the period.

Net exchange gains and losses resulting from the translation of foreign financial statements and the effect of exchange rate
changes on intercompany transactions of a long-term investment nature are included in the cumulative foreign currency
translation adjustment account in total members’ equity.

Impairment of Long-Lived Assets

In accordance with FASB ASC 360, long-lived assets such as property, plant and equipment and purchased intangibles subject
to amortization are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of
an asset may not be recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying
amount of an asset to future net cash flows expected to be generated by the asset. If the carrying amount of an asset exceeds its
estimated future cash flows, an impairment charge is recognized by the amount of which the carrying amount of the asset
exceeds the fair value of the assets. Assets to be disposed of are reported at the lower of the carrying amount or fair value less
cost to sell.

(Continued)
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SYNERJECT, LLC AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2010 and June 30, 2009

NOTE 1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Concluded)

Revenue Recognition

The Company recognizes revenue on sales after products are shipped, the customer takes ownership and assumes risk of loss,
collection of the relevant receivable is probable, persuasive evidence of an arrangement exists, and the sale price is fixed or
determinable. The Company recognizes revenue related to engineering services based on output measures and the achievement
of certain billable milestones. Revenues are recorded net of taxes that are collected from customers and remitted to
governmental authorities. Sales are presented net of any taxes applicable to sales transactions.

Research and Development

Research and development costs are expensed as incurred. For the 18 month period ended December 31, 2010 and 12 month
periods ended June 30, 2009 and 2008, they amounted to approximately $1,236,000, $644,000 and $870,000, respectively.

NOTE 2. FISCAL YEAR CHANGE

Effective for the fiscal year beginning July 1, 2009, the Company changed from a fiscal year end of June 30 to a calendar year
end of December 31. An eighteen month fiscal transition period from July 1, 2009 through December 31, 2010, precedes the
start of the new calendar-year cycle.

NOTE 3. TRANSACTIONS WITH RELATED PARTIES

The Company purchases and provides services and materials from/to CAS, OCL and their related affiliates. These transactions
primarily relate to product purchases and operating expenses, including engineering and technical assistance.

A breakdown of these related-party receivables and payables at December 31, 2010 and June 30, 2009 are as follows:

2010 2009
Related party receivables:
CAS and its affiliates $ 392,683 $ 900
OCL and its affiliates 22,502 700
$ 415,185 $ 1,600
Related party payables:
CAS and its affiliates 7,418,21 $3,307,000

(Continued)
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SYNERJECT, LLC AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2010 and June 30, 2009

NOTE 3. TRANSACTIONS WITH RELATED PARTIES (Concluded)

Total revenues from related parties for the 18 month period ended December 31, 2010 and 12 month periods ended June 30,
2009 and 2008 were approximately $581,000, $210,000 and $45,000, respectively. Total purchases from related parties for the
18 month period ended December 31, 2010 and 12 month periods ended June 30, 2009 and 2008 were approximately
$19,856,000, $15,848,000 and $21,943,000, respectively.

NOTE 4. LINE OF CREDIT

The Company has available a line of credit with SunTrust Bank totaling $5,000,000. The total outstanding balance under this
line of credit was $594,139 and $1,636,504 at December 31, 2010 and June 30, 2009, respectively. The line of credit agreement
provided for a maximum amount available of $7,000,000 effective September 29, 2010 and was reduced back to $5,000,000
effective December 1, 2010 through the maturity date. The line of credit matures June 30, 2011. The line of credit bears interest
at the one month London Inter Bank Offered Rate (LIBOR) plus 2.50% with a minimum rate of 3.00% (3.00% rate at
December 31, 2010). As of June 30, 2009, the line of credit had an interest rate of the one month LIBOR plus 1.35% (1.67% at
June 30, 2009). The line of credit is secured by assets of the Company.

NOTE 5. LONG-TERM DEBT

Long-term debt as of December 31, 2010 and June 30, 2009 consists of a note payable to a bank under an agreement dated
March 30, 2009, maturing March 30, 2013. Interest accrues at a rate of LIBOR plus 2.42% (2.68% and 2.74% at December 31,
2010 and June 30, 2009, respectively). The note is payable in monthly installments of principal of $157,383 and interest and is
secured by substantially all assets of the Company. The aggregate maturities of long-term debt for each year subsequent to
December 31, 2010 is as follows: 2011, $1,888,596; 2012, $1,888,596; 2013, $629,530.



SYNERJECT, LLC AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2010 and June 30, 2009

NOTE 6. DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

The Company had a derivative instrument to manage its exposure on its variable-rate debt. The Company does not enter into
derivative instruments for any purpose other than cash flow hedging purposes. Specifically, the Company does not speculate
using derivative instruments.

By using derivative financial instruments to hedge exposures to changes in interest rates, the Company exposes itself to credit
risk and market risk. Credit risk is the failure of the counterparty to perform under the terms of the derivative contract. When the
fair value of a derivate contract is positive, the counterparty owes the Company, which creates repayment risk for the Company.
When the fair value of a derivative contract is negative, the Company owes the counterparty, and therefore, it does not possess
repayment risk. The Company minimizes the credit or repayment risk in derivative instrument by entering into transitions with
high-quality counterparties. Market risk is the adverse effect on the value of the financial instrument that results from a change
in interest rates. The market risk associated with interest rate contracts is managed by establishing and monitoring parameters
that limit the types and degree of market risk that may be undertaken.

At June 30, 2008, the Company had one outstanding interest rate swap agreement with a bank having a notional amount of
$4,461,290 and terminating on July 1, 2010 (see note 5). The swap agreement provided for the payment of interest based on a
fixed rate of 7.43% which remains unchanged over the term of the agreement. The floating rate of the swap agreement is based
on LIBOR plus 1.45% (3.91% at June 30, 2008) and is reset monthly based on market conditions. The nature of the swap
agreement changes variable-rate debt to fixed rate debt. The interest rate differential paid or received under the swap is
recognized over the term of the contract as adjustments are made to the effective yield of the underlying debt. The Company
may be exposed to credit loss in the event of nonperformance by the other party to the interest rate swap agreement. The
Company does not anticipate such nonperformance. The fair value of the interest rate swap agreement had been determined by
the holder of the interest rate swap agreement based on pricing models regarding past, present and future market conditions. The
estimated fair value of the interest rate swap at June 30, 2009 was a net liability of $139,312, which is included in accrued
expenses — noncurrent.

On March 30, 2009, the above noted swap agreement was terminated in conjunction with the renewal of the related loan. At
December 31, 2010 and June 30, 2009, $- and $96,360 of prepaid interest is being amortized over the remainder of the term of

the original loan, respectively.
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SYNERJECT, LLC AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2010 and June 30, 2009

NOTE 7. EMPLOYEE BENEFIT PLAN

The Company sponsors a defined contribution 401(k) plan for its employees. Participation in the 401(k) plan is voluntary and is
open to all employees over 18 years of age with six months of service. Discretionary employee contributions are based upon a
percentage of annual salary (as defined by the 401(k) plan). The Company matches 100% of every dollar of employee
contributions for the first 1% of the employee’s salary plus an additional 50% contribution of the employee’s contributions
above 1% up to a maximum of 6% of the employee’s salary. The Company may also make profit-sharing contributions at its
discretion. Company contributions vest over a two-year period. The Company’s total expense under the plan was approximately
$381,000, $326,000 and $339,000 for the 18 month period ended December 31, 2010 and 12 month periods ended June 30, 2009

and 2008, respectively.

NOTE 8. INVENTORIES

The major classes of inventories as of December 31, 2010 and June 30, 2009 are as follows:

2010 2009
Raw materials $4,106,088 $3,578,098
Finished goods 1,711,616 1,107,420
$5,817,704 $4,685,518
NOTE 9. PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment consist of the following as of December 31, 2010 and June 30, 2009:
2010 2009
Leasehold improvements $ 385,627 $ 259,620
Manufacturing machinery and equipment 9,137,498 8,436,898
Testing equipment 2,078,112 1,855,108
Tooling 2,270,132 2,576,343
Office equipment 553,132 257,936
Computer equipment 124,422 236,453
Computer software 592,957 697,507
Motor vehicles 23,359 23,359
Construction in progress 906,968 749,364
16,072,207 15,092,588
Less accumulated depreciation and amortization 11,129,364 9,742,818
$ 4,942,843 $ 5,349,770
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SYNERJECT, LLC AND SUBSIDIARIES

Notes to Consolidated Financial Statements
December 31, 2010 and June 30, 2009

NOTE 10. INTANGIBLE ASSETS - LICENSE AGREEMENTS

All intangible assets were acquired and consist of the following as of December 31, 2010 and June 30, 2009:

Amortizing intangible assets:
License agreement — OFT
License agreement — CAS Affiliates
License agreement — Other

Amortizing intangible assets:
License agreement — OFT
License agreement — CAS Affiliates
License agreement — Other

December 31, 2010

$ 13,445.344

June 30, 2009

Weighted
Gross average
carrying amortization Accumulated
amount period amortization
$ 11,318,190 173 Years $ 7,576,557
1,998,257 8.3 Years 1,998,257
128,897 5 Years 70,893

$ 9,645,707

Weighted
Gross average
carrying amortization Accumulated
amount period amortization
$ 11,752,237 18.7 Years $ 6,887,759
1,998,257 8.3 Years 1,937,706
124,129 5 Years 31,029
$ 13,874,623 $ 8,856,494

Intangible assets are amortized using the straight-line method over their estimated useful lives. Aggregate amortization expense
for intangible assets for the 18 month period ended December 31, 2010 and 12 month periods ended June 30, 2009 and 2008
were approximately $991,000 $839,000 and $956,000, respectively. Estimated amortization expense for the next five fiscal
years is $639,000 in 2011; $624,000 in 2012; $608,000 in 2013; $608,000 in 2014, and $608,000 in 2015.

Under its license agreement with OFT, the Company is contingently obligated to pay additional consideration of $1,000,000 on
the last business day of the calendar year in which total sales of OCP Fuel Systems, as defined in the license agreement, reach a
certain level. Based on recent sales trends, it is unlikely this hurdle will be met.

-16-
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SYNERJECT, LLC AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2010 and June 30, 2009

NOTE 11. LEASES

The Company has signed several operating leases, primarily for facilities, office equipment and other equipment. Rental expense
for the 18 month period ended December 31, 2010 and 12 month periods ended June 30, 2009 and 2008 was approximately
$1,390,000, $919,000 and $1,176,000, respectively.

As of December 31, 2010 approximate future minimum lease payments, including residual value guarantees and excluding
renewal option periods are as follows:

Year ended December 31:

2011 $ 838,000
2012 712,000
2013 718,000
2014 640,000
2015 562,000
Thereafter 1,477,000

$4.947,000

NOTE 12. ALLOWANCE FOR DOUBTFUL ACCOUINTS

The activity in the allowance for doubtful accounts for the 18 month period ended December 31, 2010 and 12 month periods
ended June 30, 2009 and 2008 follows:

2010 2009 2008
Allowance for doubtful accounts at beginning of year $223,064 $ 52,823 $ 75,562
Increases (decreases) to bad debt expense (63,246) 169,301 (26,029)
Effects of foreign currency translation adjustments (934) 940 3,290
Allowance at end of year $158,884 $223,064 $ 52,823




SYNERJECT, LLC AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2010 and June 30, 2009

NOTE 13. WARRANTY LIABILITY

The activity in the warranty liability, which is included in accrued expenses and other liabilities, for the 18 month period ended
December 31, 2010 and 12 month periods ended June 30, 2009 and 2008 follows:

2010 2009 2008
Liability at beginning of year $396,934 $360,178 $286,670
Additions to warranty expense accrual 637,211 163,909 53,536
Warranty costs charged against liability — (78,504) (14,057)
Effects of foreign currency translation adjustments (48,556) (48,649) 34,029
Liability at end of year $985,589 $396,934 $360,178

NOTE 14. CONCENTRATION OF CREDIT RISK

Two customers comprised approximately 60% of net sales for the 18 month period ended December 31, 2010 and 60% of trade
accounts receivable as of December 31, 2010.

One customer comprised approximately 49% of net sales for the 12 month period ended June 30, 2009 and 41% of trade
accounts receivable as of June 30, 2009.

Two customers comprised approximately 78% of net sales for the 12 month period ended June 30, 2008 and 66% of trade
accounts receivable as of June 30, 2008.

The Company maintains bank deposits in the United States and other countries that may at times exceed the insurance limits, if

any, that exist.
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SYNERJECT, LLC AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2010 and June 30, 2009

NOTE 15. CONTINGENCIES

A supplier company has presented a claim requesting reimbursement of product development costs incurred to date since the
serial launch of the new product has been delayed by Synerject to its customers for various reasons. The aggrieved party is filing
for 500,000 euro as damages in compensation. The Company has reserved 160,000 euro as a contingency for the costs of the
damages at December 31, 2010. The Company is contesting the claim, though it is likely that a settlement agreement between
the parties will eventually be reached for less than the contested amount.

NOTE 16. SUBSEQUENT EVENTS

The Company has evaluated subsequent events for potential recognition and/or disclosure and determined that there were none
that would require accrual or disclosure.

NOTE 17. RECLASSIFICATIONS

Certain amounts in the 2009 and 2008 consolidated financial statements have been reclassified to conform with the 2010
presentation. These reclassifications had no effect on the previously reported net income.



Exhibit 12.1
CHIEF EXECUTIVE OFFICER CERTIFICATION

I, Terry Dewayne Stinson, Chief Executive Officer, certify that:

1.
2.

5.

I have reviewed this annual report on Form 20-F of Orbital Corporation Limited;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the company as of, and for, the periods
presented in this report;

The company’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f),for the company and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the company, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external reporting purposes in accordance with generally accepted
accounting principles;

(c) Evaluated the effectiveness of the company’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

(d) Disclosed in this report any change in the company’s internal control over financial reporting that occurred
during the period covered by the annual report that has materially affected, or is reasonably likely to materially
affect, the company’s internal control over financial reporting; and

The company’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the company’s auditors and the audit committee of the company’s board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the company’s ability to record, process, summarize and
report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in
the company’s internal control over financial reporting.

Date: October 31, 2011

/s/ Terry Dewayne Stinson
Name: Terry Dewayne Stinson
Title: Chief Executive Officer



Exhibit 12.2
CHIEF FINANCIAL OFFICER CERTIFICATION

I, Keith Anthony Halliwell, Chief Financial Officer, certify that:

1.
2.

5.

I have reviewed this annual report on Form 20-F of Orbital Corporation Limited;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respects the financial condition, results of operations and cash flows of the company as of, and for, the periods
presented in this report;

The company’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f), for the company and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the company, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external reporting purposes in accordance with generally accepted
accounting principles;

(c) Evaluated the effectiveness of the company’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and

(d) Disclosed in this report any change in the company’s internal control over financial reporting that occurred
during the period covered by the annual report that has materially affected, or is reasonably likely to materially
affect, the company’s internal control over financial reporting; and

The company’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the company’s auditors and the audit committee of the company’s board of directors (or persons
performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the company’s ability to record, process, summarize and
report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in
the company’s internal control over financial reporting.

Date: October 31, 2011

/s/ Keith Anthony Halliwell
Name: Keith Anthony Halliwell
Title: Chief Financial Officer



Exhibit 13.1

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002
(Subsections (a) and (b) of Section 1350,
Chapter 63 of Title 18, United States Code)

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United
States Code), the undersigned officer of Orbital Corporation Limited, a public company incorporated in Australia (the “Company”),
hereby certifies that:

The Annual Report on Form 20-F for the year ended June 30, 2011 (the “Report”) of the Company fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and information contained in the Report fairly
presents, in all material respects, the financial condition and results of operations of the Company.

Date: October 31, 2011

/s/ Terry Dewayne Stinson

Name: Terry Dewayne Stinson

Title: Managing Director and Chief Executive
Officer



Exhibit 13.2

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002
(Subsections (a) and (b) of Section 1350,
Chapter 63 of Title 18, United States Code)

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of Section 1350, Chapter 63 of Title 18, United
States Code), the undersigned officer of Orbital Corporation Limited, a public company incorporated in Australia (the “Company”),
hereby certifies that:

The Annual Report on Form 20-F for the year ended June 30, 2011 (the “Report”) of the Company fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and information contained in the Report fairly
presents, in all material respects, the financial condition and results of operations of the Company.

Date: October 31, 2011

/s/ Keith Anthony Halliwell
Name: Keith Anthony Halliwell
Title: Chief Financial Officer



