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Orbital Engine Corporation is an international developer .
of engine and related technologies, providing research,
design, development and testing services to the world's
powertrain producers for application to motorcycles,

marine and recreational vehicles and automobiles.

Operations in Perth, Australia, provide customers with
leading edge expertise and a world class facility

unparalleled in the Asia Pacific region.

Orbital's direct injection technology - designed to
improve the emissions and fuel consumption of internal
combustion engines - has been commercialised in the

motorcycle, marine and recreational markets.
The Orbital group earns income from multiple sources:
o Consulting and engineering services fees

o Licence fees and royalties paid by manufacturers

who acquire rights to Orbital's intellectual property

o The sale of fuel systems and components through

Synerject, a joint venture with Siemens VDO
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Concise and Annual Financial Reports

The financial statements and other specific disclosures have been derived from
Orbital Engine Corporation Limited and its Controlled Entities ("consolidated entity")
full financial report for the financial year. Other information included in the concise
financial report is consistent with the consolidated entity's full financial report.

The Concise Financial Report does not, and cannot be expected to, provide as full an
understanding of the financial performance, financial position and financing and
investing activities of the consolidated entity as the full financial report.

A copy of the consolidated entity's 2003 Annual Financial Report, including the
independent audit report, is available to all shareholders, and will be sent to
shareholders without charge upon request. The 2003 Annual Financial Report can be

requested by telephone (Australia +61 8 9441 2311) or by email °

(info@orbeng.com) and is available on the Company's website (www.orbeng.com).

Year's Highlights

Profit after taxation of $1.0 million in the second

half-year.

Significantly reduced loss after taxation for the full
year of $1.9 million, compared to $26.8 million loss

in each of the previous two financial years.

Overheads reduced 29% to $21.8 million compared
to $30.6 million in FYO2 due to a major

restructuring program.

Overhead Expenses (A$M)

I Depreciation and amortisation
Other overhead expenses

2000 2001 2002 2003

Synerject’s contribution to the full year result was a
profit of $1.4 million compared to $3.1 million loss

in the prior year.

Successful capital raising generating $2.6 million in
June 2003 and a further $3.3 million post year end
in July 2003.

Cashflow from operations showing continuing

improvement.
Earnings Before Income Tax, Depreciation and Amortisation (ASM)
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Additional new products introduced by customers
including the launch of Mercury 3-cylinder

OptiMax™ engines and Peugeot’s Jetforce scoofer.

Increasing proportion of revenue from engineering
services outside the traditional Orbital Combustion

Process (OCP) technology.

Technical Cooperation Agreement signed with UCAL

for 2-stroke motorcycle market in India.






Two of Orbital's
customers, Mercury
Marine and
Bombardier-Rotax,
expanded their
product ranges
utilising Orbital
technology in the

2003 financial year.
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Bombardier's fourth OCP-powered PWC
the Sea-Doo XPDI™.

smoke levels, providing better stability and improving
starting, when compared to conventional (carburetted)
2-stroke marine engines. The State of California has
also introduced tighter emissions requirements for 2008.
These requirements have been achieved by the Mercury
Marine 135hp OptiMax™ outboard.

Two of Orbital's three production customers, Mercury
Marine and Bombardier-Rotax, expanded their product
ranges utilising Orbital technology in the 2003 financial

year, despite challenging market conditions.

Mercury originally set the standard for clean 2-stroke
outboards when it began producing Orbital-equipped
models in 1996. In 2001 Mercury was recognised by
the Bluewater Network, an environmental lobby group
that has worked to ban conventional 2-stroke marine
engines in many areas, with the first ever “Excellence in
Environmental Engineering Award”. The citation praised
Mercury for “taking the lead in the development of ultra-
low emissions engines” and for its commitment to
protecting the environment. Mercury has stated that it
will cease production of all conventional 2-stroke
outboard engines by 2006.

Mercury now produces nine engines in the OptiMax™
line, ranging from 115hp through to 250hp, with the

addition in 2003 of the OptiMax™ 3-cylinder engine

models including the 115hp model and the scheduled
release in the third quarter of calendar 2003 of 75hp
and 90hp models.

Mercury also supplies OptiMax™ engines to Bombardier
for their sport boats and to Polaris for their recently

released Jetboat.

Bombardier introduced a fourth OCP-powered PWC in
their 2003 model year with the release of the Sea-Doo
XPDI™ watercraft.

Orbital has benefitted from a full year of sales of
Tohatsu's four TLDI™ 3-cylinder outboard models
generating record direct injection production volumes

under the Tohatsu and Nissan brand names.

Motorcycle

Orbital's business development efforts in the motorcycle
area have been concentrated on growing OCP
technology market share for European applications and

pursuing new business in Asia.

During the 2003 financial year Orbital continued to
work proactively with its European customers and
Synerject to assist with the launch of new customer
models and to win new business. Activities included
marketing OCP technology for use on higher engine
capacity platforms and increasing the penetration on

50cc applications.

Peugeot's “Jetforce” scooter was released for sale for the
European 2003 summer market, bringing to seven the
number of motorcycle models on the market

incorporating Orbital's direct injection technology.

Orbital continues to offer engineering services to both
regional motorcycle manufacturers and Tier 1
component suppliers to assist them in establishing local
component supply infrastructure for Orbital's technology

in major Asian markets.

Business development activities in Asia focused on India
and Taiwan where forthcoming emissions standards will
be implemented and where there is an interest in
exploiting the benefits of 2-stroke engines and extending
the life of existing investment in 2-stroke engine

production lines.

In February 2003, Orbital entered into a Technical
Cooperation Agreement with UCAL Fuel Systems Ltd, a
manufacturer of carburettors and fuel injection system

components for the Indian motorcycle and automotive

Peugeot's recently released
Jetforce motorscooter.

Orbital Engine Corporation



Directors' Report
FOR THE YEAR ENDED 30 JUNE 2003

DIRECTORS' AND SENIOR EXECUTIVES' EMOLUMENTS*

The remuneration committee reviews and makes recommendations to the Board on remuneration packages and policies applicable to
Board members and senior executives of the Company. The broad remuneration policy is fo ensure the remuneration package properly
reflects the person's duties and responsibilities and that remuneration is consistent with current industry practice. Executive Directors and
senior executives may receive bonuses based on the achievement of goals related to the performance of the consolidated entity.
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.

Details of the nature and amount of each major element of the emoluments of each Director of the Company and each of the five named
officers of the Company and the consolidated entity receiving the highest emoluments are as follows: -

Super-
Directors' Base Bonuses | Termination Other cnnfcﬁon Employee
Total Fees Emolument (e) Payments | Benefits (f) |Contributions| Share plans
$ $ $ $ $ $ $ $

Directors
P C Cook 489,683 - 333,333 54,450 - 35,425 55,555 10,920
R W Kelly 73,175 67,133 - - - - 6,042
J G Young 42,389 38,889 - - - - 3,500
J R Marshall 40,400 40,400 - - - - -
A 'S Peacock 11,412 10,470 - - - - 942
Executive
Officers
D Cesari (a) (b) 383,497 A 179,942 | 147,821 19,762 22,522 13,450
K A Halliwell 275,392 - 160,397 58,700 - 14,720 23,099 18,476
R S Newmann (c) 273,384 - 78,692 - 171,532 - 14,380 8,780
K'N Johnsen 268,446 - 148,509 32,100 - 42,172 25,825 19,840
J'W Beech (d) 225,563 - 63,269 - 140,612 - 11,530 10,152

(a)  Duringthe period to March 2003, Ms D Cesari was located in the United States under expatriate conditions.

(b)  MsD Cesarireceived accrued leave entitlements totalling $1,556 reported in previous years and therefore not included above on
retrenchment effective 30 June 2003.

() MrRS Newmann received accrued leave entitlements totalling $66,840 reported in previous years and therefore not included
above on refrenchment effective 31 December 2002.

(d)  MrJWBeech received accrued leave entitlements totalling $88,393 reported in previous years and therefore not included above
on refrenchment effective 29 October 2002.

(e)  Bonuses are those paid or accrued as payable in relation to performance criteria for the year ended 30 June 2003.

1G] Where applicable, other benefits include expatriate and living away from home allowances, non-cash benefits such as housing
and ancillary costs associated with relocation of the executive and his/her family and the provision of a motor vehicle while an
expatriate.

Directors' and executives' income does not include premiums paid by the Company or related bodies corporate in respect of
directors' and officers' insurance contracts as the insurance policies do not specify premiums paid in respect of individual
Directors. Further details are set out below.

During the financial year the Company granted or offered ordinary shares to the following Directors and the five most highly
remunerated officers as part of their remuneration:

Shares as per Shares as per Salary Sacrifice Executive Long
Employee Share Plan No. 1 (Employee Share Plan No. 2) Term Share Plan
Number Share Value Number Share Value Number Value (1) Number
of shares ) of shares . of shares of shares
issued B $ issued B $ offered $ granted (2)

Directors
P C Cook 6,234 $0.16 1,000 - - -| 200,000 9,920
Executive
Officers
D Cesari 6,234 $0.16 1,000 20,213 $0.31 6,250 125,000 6,200 150,000
K A Halliwell 6,234 $0.16 1,000 28,447 $0.31 8,796 | 175,000 8,680 -
R S Newmann 6,234 $0.16 1,000 25,161 $0.31 7,780 - 20,000
K'N Johnsen 6,234 $0.16 1,000 32,858 $0.31 10,160 175,000 8,680 -
J W Beech - - - 32,833 $0.31 10,152 - - 70,000

(1) At Directors' valuation. (2) Granted on retrenchment at the discretion of the Board of Directors.
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Directors' Report
FOR THE YEAR ENDED 30 JUNE 2003

DIRECTORS' INTERESTS
The relevant interest of each Director in the share capital of the Company shown in the Register of Directors' Shareholdings as at the date of this report is as

follows: -

Director Ordinary Shares

P C Cook 42,900

R'W Kelly 143,377

J R Marshall 66,880

J G Young 111,572

D W J Bourke 0
364,729

INDEMNIFICATION AND INSURANCE OF OFFICERS

To the extent permitted by law, the Company indemnifies every officer of the Company against any liability incurred by that person:
a) in his or her capacity as an officer of the Company; and

b) to a person other than the Company or a related body corporate of the Company

unless the liability arises out of conduct on the part of the officer which involves a lack of good faith.

During the year the Company paid a premium in respect of a contract insuring all Directors, Officers and employees of the Company (and/or any subsidiary
companies of which it holds greater than 50% of the voting shares) against liabilities that may arise from their positions within the Company and its controlled
entities, except where the liabilities arise out of conduct involving a lack of good faith. The Directors have not included details of the nature of the liabilities
covered orthe amount of the premium paid in respect of the insurance contract as such disclosure is prohibited under the terms of the contract.

Signed in accordance with a resolution of the Directors:

/f{’
e AL f—_ 1; e
JG Young PCCOOK
Director Managing Director

Dated at Perth, Western Australia this 2 1st day of August 2003.

Orbital Engine Corporation Limited and its Controlled Entities 2003 Concise Financial Report 13



Statement of Financial Performance
FOR THE YEAR ENDED 30 JUNE 2003

NOTE CONSOLIDATED
2003 2002
$000's $000's

System sales 29,304 35,748
Engineering services income 10,089 8,765
Royalty income 3,192 2,693
Licence income 699 3,758
Revenue from trading activities 43,284 50,964
Other income from ordinary activities 3,187 2,389
Total revenue from ordinary activities 46,471 53,353
System purchases (27,582) (33,227)
Licence costs (549) (477)
Employee expenses 2 (10,971) (18,450)
Borrowing costs (32) (72)
Provision for writedown in the carrying value of investment - (6,446)
Depreciation and amortisation (2,291) (2,752)
Prepaid marketing expenses - amortised (484) (2,319)
Engineering consumables and contractors (1,570) (2,447)
Travel and accommodation (1,275) (1,797)
Patent costs (1,010) (1,221)
Other expenses from ordinary activities (3,798) (6,952)
Share of net profit/(loss) of associate 1,351 (3,068)
Loss from ordinary activities before related income tax (1,740) (25,875)
Income tax (expense)/benefit relating to ordinary activities (125) (901)
Net loss after related income tax (1,865) (26,776)
Non-owner transaction changes in equity
Net increase in accumulated losses on initial adoption of revised
AASB 1028 "Employee Benefits" 1 (40)
Total changes in equity from non-owner related transactions
attributable to members of the parent entity 5 (1,905) (26,776)

Cents Cents
Basic earnings/(loss) per share (in cents) (0.5) (7.5)
Diluted earnings/(loss) per share (in cents) (0.5) (7.5)

This statement of financial performance is to be read in conjunction with the notes to the financial statements set out on pages 1710 21.

Discussion and Analysis
Revenue from trading activities is down by 15.1%to $43.3 million.

This decrease is primarily due to a reduction in system sales arising from the transfer of the marine and recreation systems sales business
to associate (Synerject LLC) effective 1 April 2003. This transaction also resulted in a corresponding reduction in systems purchases.
Refer also to “Discontinued Operations”, note 3 to the financial statements.

Engineering services income is up 15.1% to $10.1 million assisted by expansion of the customer base outside the traditional OCP
engineering areas, including testing of the effects of ethanol in fuel on motor vehicles, outboards and other small combustion engines.

Royalty income increased 18.5% to $3.2 million reflecting the first full year of motorcycle royalties and the launch of additional new
products including Mercury's 3-cylinder OptiMax™ product range and Peugeot's Jetforce scooter.

Licence income for 2003 of $0.7 million relates primarily to the first instalment from Indian component manufacturer UCAL.

Employee expenses are down 40.5% (27.8% before redundancy expenses) to $11.0 million, reflecting staff reductions that have taken
place over the last two years. Amortisation of prepaid marketing expenses reduced by $1.8 million, as this asset was fully amortised in
September 2002. Other expenses including depreciation, amortisation, contractors, travel and accommodation were consistently lower
compared to 2002 as the cost reduction strategy implemented in that year continued.

In 2002 Orbital provided in full ($6.4 million) for diminution in the carrying value of its investment in Indonesian licensee, Texmaco. This
is a non-recurring expense.

Orbital's share of the net profit / (loss) of Synerject LLC improved $4.5 million to a profit of $1.4 million compared to a loss of $3.1
million in 2002. This turnaround was primarily as a result of a 52% increase in sales to US$39 million reflecting the first full year of direct
injection products for Piaggio and Peugeot Motocycles together with increased port injection sales to customers in Taiwan. Sales to
Mercury also increased including the introduction of direct injection fuel systems to Mercury's 3-cylinder OptiMax™ range of engines.
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Statement of Financial Position

AS AT 30 JUNE 2003
NOTE CONSOLIDATED
2003 2002

$000's $000's
Current Assets
Cash 9,007 13,764
Receivables 3,300 6,904
Inventories 94 555
Prepayments 699 971
Total Current Assets 13,100 22,194
Non-Current Assets
Receivables from associate - 10,222
Property, plant & equipment 10,382 12,626
Total Non-Current Assets 10,382 22,848
Total Assets 23,482 45,042
Current Liabilities
Payables 3,973 5,652
Interest-bearing liabilities 142 236
Current tax liabilities - 52
Provisions 2,525 5,060
Unearned income = 2,268
Total Current Liabilities 6,640 13,268
Non-Current Liabilities
Interest-bearing liabilities 198 357
Non interest-bearing liabilities 19,000 19,000
Provisions 2,712 3,527
Other - including liability for share of net asset deficiency of associate 6,915 21,595
Total Non-Current Liabilities 28,825 44,479
Total Liabilities 35,465 57,747
Net Assets (11,983) (12,705)
Equity
Contributed equity 213,467 210,840
Accumulated losses (225,450) (223,545)
Total Equity/(Deficiency) 5 (11,983) (12,705)

This statement of financial position is to be read in conjunction with the notes to the financial statements set out on pages 17 1o 21.

Discussion and Analysis

The net asset deficiency of $12.0 million decreased from $12.7 million in 2002 as a result of $2.6 million in capital raised through a share placement in June
2003 and a net loss of $1.9 million for the year. Included in non-current liabilities is a loan of $19.0 million from the Government of Western Australia which is

interest free and repayable in May 2014, or earlier in certain circumstances as discussed in note 1.1.

The major reasons for movements in assets and liabilities this year are:

o Reductionin cash of $4.8 million (see Statement of Cash Flows);

o Reduction in current receivables of $3.6 million and payables of $1.7 million due to the settlement of marine and recreation systems sales working capital

balances upon the transfer of this business to Synerject LLC;

o Reduction in receivables from associate of $10.2 million. This balance was capitalised info equity in Synerject LLC at 31 March 2003 and then offset
against Orbital's liability for the share of net asset deficiency of associate; and

o Reduction in property, plant and equipment of $2.2 million, primarily due to depreciation and amortisation expense of $2.3 million.

Orbital Engine Corporation Limited and its Controlled Entities
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Statement of Cash Flows
FOR THE YEAR ENDED 30 JUNE 2003
CONSOLIDATED

2003 2002

$000's $000's
Cash Flows Provided by / (Used in) Operating Activities
Cash receipts in the course of operations 48,509 52,849
Cash payments in the course of operations (55,375) (65,661)
Income taxes paid (305) (794)
Net cash used in operating activities (7,177) (13,6006)
Cash Flows Provided by / (Used in) Investing Activities
Interest received 259 752
Proceeds from sale of property, plant & equipment 269 138
Payments for property, plant & equipment (20¢) (503)
(Payments)/receipts for investments in controlled entities (net of cash acquired) - 347
Loans to associate (147) (4,645)
Net cash (used in) / provided by investing activities 175 (3,911
Cash Flows Provided by / (Used in) Financing Activities
Proceeds from issue of shares 2,800
Transaction costs from issue of shares (173) -
Finance lease payments (285) (404)
Net cash provided by/(used in) financing activities 2,342 (404)
Net decrease in cash held (4,654) (17,921)
Cash at the beginning of the financial year 13,764 32,735
Effects of exchange rate fluctuations on the balances of cash held in foreign currencies (103) (1,050)
Cash at the end of the financial year 9,007 13,764

Non-Cash Investing Activities

During the year the consolidated entity acquired US$6,250,000 (A$10,369,14 1) further equity in associate (Synerject LLC) satisfied by
conversion of non-current loans receivable from the associate. The consolidated entity also acquired further equity in Synerject LLC
satisfied by sale to the associate of plant and equipment valued at US$103,603 (A$171,884) as part of the transfer of its marine and
recreation systems business to Synerject LLC.

The statement of cash flows is to be read in conjunction with the notes to the financial statements set out on pages 1710 21.

Discussion and Analysis

Cash at 30 June 2003 was $9.0 million.

Net cash used in operations decreased to $7.2 million compared to $13.6 million in 2002, principally as a result of savings in employee
expenses and other overheads. Net cash used in operations included the settlement of employee entitlements of $2.5 million resulting
from staff reductions during the year.

Net cash provided by investing activities improved to $0.2 million compared to an outflow of $3.9 million in 2002, principally due to
reduced loansto Synerject LLC of $4.5 million. Synerject was cash flow positive during the year.

Net cash provided by financing activities improved to $2.3 million compared to an outflow of $0.4 million in 2002 as a result of a
successful share placement in June 2003 raising $2.6 million (net of issue costs).
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Notes to the Financial Statements
FOR THE YEAR ENDED 30 JUNE 2003

ACCOUNTING POLICIES
1.1 Basis of Preparation of concise financial report

The concise financial report has been prepared in accordance with the Corporations Act 2001, Accounting Standard AASB 1039 Concise Financial
Reports and applicable Urgent Issues Group Consensus Views. The financial statements and specific disclosures required by AASB 1039 have been
derived from the consolidated entity's full financial report for the financial year. Other information included in the concise financial report is consistent
with the consolidated entity's full financial report. The concise financial report does not, and can not be expected to, provide as full an understanding of
the financial performance, financial position and financing and investing activities of the consolidated entity as the full financial report.

It has been prepared on the basis of historical costs and except where stated, does not take into account changing money values or fair values of non-
current assets.

These accounting policies have been consistently applied by each entity in the consolidated entity and, except where there is a change in accounting
policy as set outin Note 1.2, are consistent with those of the previous year.

Afull description of the accounting policies adopted by the consolidated entity may be found in the consolidated entity's full financial report.
Basis of Going Concern

The financial report has been prepared on a going concern basis, which assumes continuity of normal business activities, and the realisation of assets
and settlement of liabilities in the ordinary course of business by the consolidated entity. The consolidated entity incurred a loss of $1.865 million during
the year ended 30 June 2003 and as at 30 June 2003 the carrying value of the consolidated entity's liabilities exceeded the carrying value of assets by
$11.983 million.

The Directors believe that the preparation of the accounts on a going concern basis is appropriate for the following reasons: -
(i) At30June 2003 the consolidated entity had cash of $9.007 million.

(i)~ On 17 July 2003, the Company acquired a further $3.280 million in cash (net of issue costs) from the issue of further equity under the share
purchase plan (refer note 7).

(i)  The consolidated entity's OCP Technology is recorded at nil value in the statement of financial position. All intangible assets including Research
and Development Expenditure, Patents, Licences and Technologies amounting to $236.083 million as at 30 June 1995 were written off over the
four years concluding 30 June 1999. Since 1 July 1995 all expenditure of this nature has been expensed as incurred. The Directors believe the
OCP Technology has significant value.

(iv)  Includedinnon-currentliabilities at 30 June 2003 is a loan of $19,000,000 from the Government of Western Australia. Repayment of this loan is
to occur in May 2014 or prior to that date, by five equal annual instalments, if the worldwide aggregate number of OCP engines produced
exceeds 5,000,000. The aggregate number of OCP engines produced to 30 June 2003 totalled approximately 350,000. No interest accrues on
this facility until such time as the loan becomes repayable.

1.2 Changesin Accounting Policy
Employee benefits
The consolidated entity has applied the revised AASB 1028 "Employee Benefits" (issued in June 2001) for the first time from 1 July 2002.

The liability for wages and salaries and annual leave is now calculated using the remuneration rates the consolidated entity expects to pay as at each
reporting date, not wage and salary rates current at the reporting date.

The initial adjustments to the consolidated financial report as at 1 July 2002 as a result of this change are:
o  $40,000increase in provision for employee entitlements.
o $40,000 increase in opening accumulated losses.

There is no change in the results reported in the year ended 30 June 2003 as a result of this change in accounting policy.

CONSOLIDATED
2003 2002
$000's $000's
2. EMPLOYEE EXPENSES

Salaries, wages, superannuation and other employee payments 11,335 15,551
Redundancies 377 3,778

Net expense/(credit) from movements in employee leave entitlements (747) (879)
10,971 18,450

Orbital Engine Corporation Limited and its Controlled Entities 2003 Concise Financial Report 17



Notes to the Financial Statements
FOR THE YEAR ENDED 30 JUNE 2003

3. DISCONTINUED OPERATIONS
Marine and Recreation Systems Business
On 10 January 2003, Orbital publicly announced its plan to transfer Orbital's marine and recreation systems business to its joint
venture, Synerject LLC as part of the restructure of Synerject. The marine and recreation systems business operates in the United
States of America and formed the majority of the consolidated entity's marine and recreation business segment. The activities of
this business are consistent with the motorcycle systems business already handled within Synerject and this change will simplify the
customer relationship.
On 31 March 2003 Orbital signed a contract to transfer the benefit of this business to Synerject LLC with effect from 1 April 2003
and sell the associated tangible assets. The value of the assets disposed of was $171,884 (US$103,603). The consolidated
entity retained the receivables and payables of the marine and recreation business at 31 March 2003 and these are being settled
on normal trading terms.
The results of the marine and recreation systems business for the period 1 July 2002 to 31 March 2003 which have been included
inthe financial statements for 30 June 2003, were as follows:

CONSOLIDATED

2003 2002

$000's $000's
Financial performance information for the period
(2003: 9 months ended 31 March)
Revenue from ordinary activities 29,304 35,527
Expenses from ordinary activities (28,716) (35,153)
Profit from ordinary activities before income tax 588 374
Income tax expense
Net Profit 588 374
Financial position information as at 30 June
Segment assets 40 4,974
Segment liabilities (1,645) (2,576)
Net assets (liabilities) (1,605) 2,398
Cash flow information for the period
(2003: 9 months ended 31 March)
Net cash provided by/(used in) operating activities 4,781 (1,329)
Net cash provided by/(used in) investing activities 312 (%)
Net cash provided by financing activities - -
Net increase/(decrease) in cash held 5,093 (1,338)
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Notes to the Financial Statements
FOR THE YEAR ENDED 30 JUNE 2003

CONSOLIDATED
2003 2002
$000's $000's
5. TOTAL EQUITY RECONCILIATION
Total equity at beginning of the year (12,705) 14,071
1,258,887 (2002:689,087) shares issued pursuant to employee share plans = -
23,333,335 (2002:Nil) shares issued pursuant to share placement 2,800
Transaction costs arising from issue of shares pursuant to share placement (173)
Total changes in parent entity interest in equity recognised in the statement of financial
performance (1,905) (26,776)
Total equity at end of the year (11,983) (12,705)

6. CONTINGENT LIABILITIES

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.

6.1 Siemens VDO Automotive and Synerject LLC entered into an agreement in January 2003 to provide loan funds to Synerject LLC. As part of this
arrangement Orbital Engine Corporation Limited (which holds a 50% interest in Synerject LLC) continued its guarantee of 50% of the obligations of
Synerject LLC arising under the loan agreement. At 30 June 2003 Orbital's share of Synerject's financing obligations amounted to A$14.970 million
(US$10.000 million) (30 June 2002: A$20.361 million (US$11.459 million)).

6.2 The Company has provided A$6.915 million (30 June 2002: A$21.026 million) in the financial statements with respect to its 50% share in the net asset
deficiency of Synerject LLC which includes Synerject LLC's obligations to Siemens VDO Automotive above.

6.3 Inthe event ofthe 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 CEQ. 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 consolidated entity.

7. EVENTS SUBSEQUENT TO REPORTING DATE
Share Purchase Plan

On 6 June 2003, the Company announced that it would be making an offer, via a Share Purchase Plan ("SPP"), to its Australian and New Zealand
resident shareholders, to each purchase up to A$5,000 worth of ordinary shares in the Company at an issue price of A$0.12 per share.

The offer under the SPP closed on 10 July 2003. Approximately A$3.280 million net of transaction costs of approximately A$0.245 million was raised
from valid applications received underthe SPP, resulting in the allotment of 29,392,691 ordinary shares on 17 July 2003.
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Directors' Declaration for the Year Ended 30 June 2003

In the opinion of the Directors of Orbital Engine Corporation Limited, the accompanying concise financial report of the consolidated
entity, comprising Orbital Engine Corporation Limited and its controlled entities for the year ended 30 June 2003, set out on pages 14 to
21:

(a)  hasbeen derived from oris consistent with the full financial report for the financial year; and
(b)  complies with Accounting Standard AASB 1039 Concise Financial Reports.

Signed in accordance with a resolution of Directors:

,;!/(
c— Tl
e AH

J G YOUNG (Director) P C COOK (Managing Director)
Dated at Perth, Western Australia this 21st day of August, 2003

Independent Audit Report on the Concise Financial Report

to the Members of Orbital Engine Corporation Limited

Scope

We have audited the concise financial report of Orbital Engine Corporation Limited and its controlled entities for the financial year
ended 30 June 2003, consisting of the statement of financial performance, statement of financial position, statement of cash flows,
accompanying notes and the accompanying discussion and analysis on the statement of financial performance, statement of financial
position and statement of cash flows set out on pages 14 to 21, in order to express an opinion on it to the members of the Company.
The Company's Directors are responsible for the concise financial report.

Our audit has been conducted in accordance with Australian Auditing Standards to provide reasonable assurance whether the concise
financial report is free of material misstatement. We have also performed an independent audit of the full financial report of Orbital
Engine Corporation Limited and its controlled entities for the year ended 30 June 2003. Our audit report on the full financial report
was signed on 21 August 2003, and was not subject to any qualification.

Our procedures in respect of the audit of the concise financial report included testing that the information in the concise financial report
is consistent with the full financial report and examination, on a test basis, of evidence supporting the amounts, discussion and analysis,
and other disclosures which were not directly derived from the full financial report. These procedures have been undertaken to form an
opinion whether, in all material respects, the concise financial report is presented fairly in accordance with Accounting Standard AASB
1039 "Concise Financial Reports".

The audit opinion expressed in this report has been formed on the above basis.
Audit opinion

In our opinion, the concise financial report of Orbital Engine Corporation Limited and its controlled entities for the year ended 30 June
2003 complies with Accounting Standard AASB 1039 "Concise Financial Reports".

Ko

KPMG

3 "

) :’.'.- ."z'..
DALl ey

éﬁ'ﬁéﬂ*' RN
{5

B C FULLARTON
Partner

Perth
21 August 2003
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Supplementary Financial Information in Accordance with United States GAAP
FOR THE YEAR ENDED 30 JUNE 2003

2003 2002 2001
NOTE A$000's A$000's A$000's
1. RECONCILIATION OF ACCOUNTS TO US GAAP
1.1 Profit and Loss Account
Net loss reported under AUS GAAP (1,865) (26,776) (26,837)
Net tax effects of the US GAAP adjustments - (858) (1,058)
Stock compensation 3 (a) (254) (378) (584)
Licence and marketing agreements 3 () 484 2,319 2,319
Accounting standard change AUS GAAP 3 (d) (40) - -
Net loss according to US GAAP (1,675) (25,693) (26,160)
Loss per ordinary share - US GAAP (A cents) (a)
- Basic (0.47) (7.24) (7.40)
- Diluted (0.47) (7.24) (7.40)
Loss per American Depositary Share (ADS) - US GAAP (A cents) (a)
- Basic (18.76) (b) (289.45) (b) (295.80)
- Diluted (18.76) (289.45) (295.80)
Number of ordinary shares in calculation (000's)
- Basic 357,060 355,078 353,720
- Diluted 357,060 355,078 353,720

(a)  The options exercisable under the Company's Employee Share Plan have been excluded from this calculation as their effect is anti-dilutive. This arises as
a result of a net loss under US GAAP If such options had been included in the calculation, the number of diluted ordinary shares in 2003 would have
been 370,688,138.

(b)  On 8 May 2003 Orbital Engine Corporation Limited changed its ratio of ADSs to underlying ordinary shares from 1: 8 to 1 : 40. The comparatives for
2002 and 2001 have been restated to reflect the current ratio.

2003 2002 2001
NOTE A$000's A$000's A$000's
1.2 Shareholders' equity/(deficit)
Shareholders' equity reported per AUS GAAP
financial statements (11,983) (12,705) 14,071
Tax effect of US GAAP adjustments - - 858
Investments 3 (b) - - (1,367)
Licence and marketing agreements 3(c) - (484) (2,802)
Shareholders' equity/(deficit) according to US GAAP (11,983) (13,189) 10,760
1.3 Reconciliation of movements in Shareholders' Equity
according to US GAAP
Shareholders' equity (deficit) according to US GAAP at
the beginning of the period (13,189) 10,760 37,703
Net loss according to US GAAP (1,675) (25,693) (26,160)
Equity issues - stock compensation 254 378 584
Equity issues - share placement (net of issue costs) 2,627 - -
Investment writedown - other comprehensive income - 1,367 (1,367)
Shareholders' equity (deficit) according to US GAAP (11,983) (13,189) 10,760
1.4 Consolidated Balance Sheets
Total assets reported per AUS GAAP financial statements 23,482 45,042 111,789
Future income tax benefit written off/reclassified - - (2,627)
Investments 3 (b) = - (1,367)
Licence and marketing agreements 3 (9 - (484) (2,802)
Total assets according to US GAAP 23,482 44,558 104,993
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Supplementary Financial Information in Accordance with United States GAAP
FOR THE YEAR ENDED 30 JUNE 2003

2003 2003*
A$000's US$000's
2. SUMMARY FINANCIAL DATA PREPARED IN ACCORDANCE WITH
US GAAP
2.1 Statement of Earnings Data
Total revenue 46,471 31,043
Net loss 1,675 1,119
2.2 Balance Sheet Data at Year End
Current assets 13,100 8,751
Total assets 23,482 15,686
Current liabilities 6,640 4,436
Total long-term debt 19,198 12,824
Total shareholders' deficit (11,983) (8,005)
* Balance Sheet and Profit and Loss items have been translated at Westpac Banking Corporation's published buy rate for

telegraphic transfers which was US$0.6680 = A$1.00 on 30 June 2003. Such translations are provided for information
purposes only.

3. SIGNIFICANT DIFFERENCES BETWEEN AUS GAAP AND US GAAP

The consolidated financial report of the Orbital Group has been prepared in accordance with AUS GAAP which differ in some respects
from US GAAP The significant differences between AUS GAAP and US GAAP affecting the statement of financial performance and
contributed equity are summarised below:

(@) Accounting for Stock Based Compensation
Under AUS GAAP the granting of share options to employees does not require the recognition of a compensation expense.

Under US GAAP in accordance with Accounting Principles Board Opinion No. 25 (APB 25), "Accounting for Stock Issued to
Employees", a compensation expense is recognised to the extent that the fair value of the equity instrument exceeds the exercise
price of the option granted at a defined measurement date. The measurement date is the first date on which both the following
are known: (i) the number of shares that an individual employee is entitled to receive; and (i) the exercise price.

Under US GAAP, options with hurdle prices are accounted for under variable plan accounting until the date the hurdle prices have
been met and the number of shares that an individual employee is entitled to receive is known.

(b)  Investments

Under AUS GAAF the Company's investment in PT Texmaco Perkasa Engineering Tbk is carried at the lower of cost and
recoverable amount. Under US GAAP, this investment is considered an available-for-sale security under Statement of Financial
Accounting Standards No. 115 "Accounting for Certain Investments in Debt and Equity Securities", and is carried at fair value,
with unrealised gains and losses excluded from earnings and reported in other comprehensive income. Since 30 June 2002
there is no difference in accounting for this investment as the provision recognised for AUS GAAP is considered other than
temporary.

() Licence and Marketing Agreements

A difference, totalling $0.484 million credit (2002: $2.319 million credit, 2001: $2.319 million credit, 2000: $5.122 million
debit) arises from the treatment of certain licence and marketing agreements. Under US GAAP, the fair values of assets
transferred in a non-monetary transaction must be determinable within reasonable limits in order to account for the transaction at
fair value. For an entity to record a non-monetary exchange involving advertising at fair value, certain criteria should be met to
demonstrate that fair value is determinable. Ifthe criteria are not met, the transaction should be recorded at the carrying amount
of the asset surrendered. Under US GAAP, certain licence fees and prepaid marketing relating to a licence and marketing
agreement entered into during the year ended 30 June 2000 have not been recognised. The capitalised prepaid marketing
expense has been amortised under AUS GAAP

Under AUS GAAP the Directors believe that these transactions should be reported to provide a true and fair reflection of Orbital's
operations.
(d)  Accounting Standard Change AUS GAAP

Under AUS GAAP the consolidated entity applied revised AASB 1028 “Employee benefits” for the first time from 1 July 2002. At 1
July 2002 the result of this change was taken to opening refained earnings in accordance with the initial adoption provisions.
Under US GAAP this change is reflected in the profit and loss as an expense in the current year.
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Shareholding Details

FOR THE YEAR ENDED 30 JUNE 2003

Class of Shares and Voting Rights

As at 19 August, 2003 there were 13,314 shareholders of the ordinary shares of the Company. The voting rights attaching to the ordinary shares, set out in
Article 10 of the Company’s Constitution, subject to any rights or restrictions for the time being attached to any class or classes of shares, are:-

a) at meetings of members or class of members, each member entitled to vote may vote in person or by proxy or representative; and

b) on a show of hands every person present who is a member has one vote, and on a poll every person present in person or by proxy or representative has one
vote foreach ordinary share held.

At 19 August, 2003 there are 3,444,250 options over unissued shares granted to employees under the entity’s Employee Share Plan. Refer to the Directors'
Report for the terms and conditions related to these options.

Substantial Shareholders and Holdings as at 19 August 2003
Nil

Distribution of Shareholdings as at 19 August 2003

1-1,000 4,341
1,001 -5,000 4,623
5,001-10,000 1,696
10,001 - 100,000 2,386
100,001 and over 268

13,314
Total shares onissue 409,372,274
Number of shareholders holding less than a marketable parcel 7,342

Top 20 Shareholders as at 19 August 2003

NUMBER OF % OF
NAME SHARES HELD SHARES
ANZ Nominees Limited* 149,614,292 36.55
National Nominees Limited* 26,959,647 6.59
Sandhurst Trustees Ltd 14,415,172 3.52
Westpac Custodian Nominees Limited 8,229,505 2.01
Saltbush Nominees Pty Ltd 7,067,418 1.73
Leveq Nominees Pty Ltd 5,041,666 1.23
Sandhurst Trustees Ltd 4,772,632 1.17
Chase Manhattan Nominees Limited 3,678,457 0.90
HSBC Custody Nominees (Australia) Limited 3,425,527 0.84
Pasco Nominees Pty Ltd 3,315,039 0.81
Citicorp Nominees Pty Limited 3,251,229 0.79
Saltbush Nominees Pty Ltd 3,003,435 0.73
Nefco Nominees Pty Ltd 2,775,000 0.68
M F Custodians Ltd 2,500,000 0.61
Citicorp Nominees Pty Limited 1,956,366 0.48
Mr William Martin & Mrs Beverley Martin 1,666,667 0.41
Transport Accident Commission 1,458,116 0.36
Margaret Street Nominees Pty Ltd 1,028,784 0.25
Mr Bruce James Hamilton Goetze 1,007,610 0.25
Rovno Pty Ltd 1,001,500 0.24

The twenty largest shareholders hold 60.15% of the ordinary shares of the Company.

* Denotes Bank of New York nominee company for United States American Depository Receipts. These nominee companies are the main representative bodies
for Orbital's 13,500 (approx) US shareholders.

On-market buy-back

There is no current on-market buy-back.

Other Information

Orbital Engine Corporation Limited, incorporated and domiciled in Australia, is a publicly listed company limited by shares.

0CP is a trademark of Orbital Engine Corporation. Photographs courtesy of Bombardier, Aprilia, Peugeot Motocycles, Mercury and General Motors.
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