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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
DIRECTORS’ REPORT FOR THE YEAR ENDED 30 JUNE 2005

The Directors present their report together with the financial report of Orbital Corporation Limited (the Company or Orbital) and the consolidated
financial report of the consolidated entity, being the Company and its controlled entities, for the year ended 30 June 2005 and the auditors’
report thereon.

DIRECTORS
The Directors of the Company at any time during or since the end of the financial year are:
DONALD WOOLGAR JOHN BOURKE, FCPA, AGE 66

Independent Non-Executive Director and Chairman appointed 21 August 2003. Mr Bourke has extensive business experience and is currently
Chairman of Olex Holdings Limited (since August 2000), Compudigm International Limited (since April 1989) and, since September 2004, of
RMG Ltd (voluntary administrator appointed). Mr Bourke is also Chairman of Australian Technology Group Limited (since October 1992) and
has previously been a Director of Crown Casino Limited and BIL (Australia Holdings) Limited as well as a Councillor of the National Library of
Australia. For a number of years Mr Bourke was the Finance Director of Consolidated Press Holdings Limited. Mr Bourke has significant
experience in the automotive industry, having occupied various finance and senior management positions with Ford Australia during almost
eighteen years with that company.

PETER CHAPMAN COOK, M.Pharm, FRMIT, Ph.C, MPS, MRACI, C.Chem, MAICD, AGE 57

Managing Director, appointed on 13 February 2002. Appointed Chief Executive Officer on 1 January 2002. Mr Cook has extensive experience
commercialising intellectual property together with marketing exposure in Europe, the United States and Asia Pacific. Prior to his appointment
at Orbital, Mr Cook has held positions as Deputy Managing Director of Invetech Pty Ltd, President of Ansell’'s Protection Products Division and
most recently as Chief Executive Officer of Fauldings Hospital Pharmaceuticals. Mr Cook was appointed non-executive Chairman of Quickstep
Holdings Ltd in June 2005. Mr Cook has announced his resignation from Orbital, with effect from 30 September 2005.

JOHN RICHARD MARSHALL, BMechE(hons), DipMechE, Hon.DEng(RMIT), FIEAust CPEng, FSAE-A, FSAE-I, MSME., AGE 73

Independent Non-Executive Director. Joined the Board in December 1995 after six years as a Non-Executive Director of Orbital Engine
Company (Australia) Pty Ltd. Mr Marshall is currently Chairman, Industry Advisory Board Euro-Australian Cooperation Centre and was
previously Co-chair of the Expert Panel in Physical Sciences and Engineering for the Ausindustry Collaborative Research Centre Program and
a Finance Committee member of the Australian Conservation Foundation. Mr Marshall has extensive experience in the automotive industry and
was Vice-President - Manufacturing of Ford Australia between 1983 and 1989.

JOHN GRAHAME YOUNG, LLB, FAICD AGE 61

Independent Non-Executive Director. Joined the Board in November 1985. Mr Young is a lawyer with more than 30 years experience in
corporate, revenue and intellectual property law. He has been a director of Cape Bouvard Investments Pty Ltd since 1998. Mr Young chairs the
Company’s Audit Committee.

RODNEY ALEXANDER HOUSTON, B.Sc (Hons) MechEng, Ph.D, AGE 42

Appointed Chief Operating Officer and Chief Executive Officer elect on 12 July 2005. Appointed an Executive Director on 23 August 2005. Dr
Houston has extensive experience in engine research and development. He has been employed by Orbital for 17 years and prior to his current
appointment was director of engineering and operations. He has been involved in all aspects of the Company’s engineering operations and
product development.

COMPANY SECRETARIES

Keith A Halliwell B.Sc, FCA, FAICD was appointed to the position of Chief Financial Officer and Company Secretary in August 2000. He has 20
years international experience as an accountant and was previously Chief Financial Officer and Company Secretary of a listed public company
in Australia.

John B Abbott B.Juris, LLB commenced with the Company as corporate solicitor in November 2000 and was appointed as a joint Company
Secretary in August 2001. Mr Abbott was previously employed for over 10 years as legal counsel for a listed entity and as company secretary of
a number of its operating subsidiaries.

DIRECTORS’ MEETINGS

The number of Directors’ meetings (including meetings of the committees of Directors) and the number of meetings attended by each of the
Directors of the Company during the financial year are as follows: -

Directors' Meetings Audit Committee Finance Committee Remuneration Nomination
Meetings Meetings Committee Meetings | Committee Meetings
Director No. of No. of No. of No. of No. of No. of No. of No. of No. of No. of

meetings | meetings | meetings | meetings | meetings | meetings | meetings | meetings | meetings | meetings
attended held attended held attended held attended held attended held

D W J Bourke 6 6 3 3 1 1 3 3 1 1
P C Cook 6 6 1 1 - -
J R Marshall 6 6 3 3 1 1 3 3 1 1
J G Young 6 6 3 3 1 1 3 3 1 1

* number of meetings held during the time the directors held office during the year
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CORPORATE GOVERNANCE STATEMENT

This statement outlines the main Corporate Governance practices that were in place throughout the financial year, which comply with the ASX
Corporate Governance Council recommendations, unless otherwise stated.

BOARD OF DIRECTORS AND ITS COMMITTEES

The Board’s primary role is to protect and enhance long-term shareholder value by providing strategic guidance to the Company and effective
oversight of management.

To fulfil this role, the Board is responsible for the overall corporate governance of the consolidated entity including its strategic direction,
establishing goals for management and monitoring the achievement of these goals. The Board is also responsible for reviewing and ratifying
systems of risk management and internal compliance controls. Details of the Board’s charter are located on the Company’s website
(www.orbitalcorp.com.au).

Board Processes

To assist in the execution of its responsibilities, the Board has established a number of Board Committees including an Audit Committee, a
Remuneration Committee, a Nomination Committee and a Finance Committee. These committees have written mandates and operating
procedures, which are reviewed on a regular basis. The effectiveness of each committee is also constantly monitored. The Board has also
established a framework for the management of the consolidated entity including a system of internal control and the establishment of
appropriate ethical standards.

The full Board currently holds six scheduled meetings each year, plus strategy meetings and any extraordinary meetings at such other times as
may be necessary to address any specific significant matters that may arise.

The agenda for meetings is prepared in conjunction with the Chairman, Managing Director and Company Secretary. Standing items include the
managing director's report, financial reports, strategic matters, governance and compliance. Submissions are circulated in advance.
Executives are regularly involved in board discussions and directors have other opportunities, including visits to operations, for contact with a
wider group of employees.

The Board conducts an annual review of its processes to ensure that it is able to carry out its functions in the most effective manner.
Composition of the Board

The names and qualifications of the Directors of the Company in office at the date of this Report are detailed above.

The composition of the Board is determined using the following principles:

A minimum of three directors, with a broad range of expertise;

An independent non-executive director as Chairman;

A majority of independent non-executive directors; and
The role of Chief Executive Officer (CEO) and Chairman should not be exercised by the same individual.

An independent director is a non-executive director who:

. is not a substantial shareholder of the company or an officer of, or otherwise associated directly with, a substantial shareholder of the
company;

. within the last three years has not been employed in an executive capacity by the company or another group member, or been a Director
after ceasing to hold any such employment;

. within the last three years has not been a principal of a material professional adviser or a material consultant to the company or another
group member, or an employee materially associated with the service provided;

. is not a material* supplier or customer of the company or other group member, or an officer of or otherwise associated directly or indirectly
with a material supplier or customer;

. has no material* contractual relationship with the company or another group member other than as a Director of the company;

. has not served on the board for a period which could, or could reasonably be perceived to, materially interfere with the Director’s ability to
act in the best interests of the company; and

. is free from any interest and any business or other relationship which could, or could reasonably be perceived to, materially interfere with
the Director’s ability to act in the best interests of the company.

*No non-executive Director is a supplier to or customer of the consolidated entity, nor does any non-executive Director have a contractual
relationship with the consolidated entity (other than as a Director of the Company) and therefore the Board has not had to consider any
materiality threshold.

Directors and Officers Dealing in Company Shares
The Company's policy with respect to Directors and Officers dealing in the Company's shares or options states that:

e Directors and Officers are prohibited from dealing in the Company's securities at any time when they possess information which, if publicly
disclosed, would be likely to affect the market price of the Company's securities;

e Directors and Officers are prohibited from short term trading in the Company's securities;

. Directors must obtain the written approval of the Chairman before undertaking any transactions involving the Company's securities; and

. Directors and Officers are prohibited from undertaking transactions in the Company's securities during the period from one month prior to
the proposed release of the Company's annual or half-year result until two days after that release.

A copy of the policy is available on the Company’s website.
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Conflict of Interest

In accordance with the Corporations Act 2001 and the Company's constitution, Directors must keep the Board advised, on an ongoing basis, of
any interest that could potentially conflict with those of the Company. Where the Board believes that a significant conflict exists the Director
concerned must not be present at the meeting whilst the item is considered or vote on the matter. The Board has procedures in place to assist
Directors to disclose potential conflicts of interest.

Independent Professional Advice and Access to Company Information

Each Director has the right of access to all relevant company information and to the Company's executives and, subject to prior approval of the
Chairman, may seek independent professional advice at the Company's expense.

Audit Committee

The role of the Audit Committee is to give the Board of Directors additional assurance regarding the quality and reliability of financial information
prepared for use by the Board in determining accounting policies for inclusion in the financial report. The Committee has a documented charter,
approved by the Board. The charter is available on the Company’s website. All members of the Committee must be independent, non-executive
directors.

Members of the Audit Committee during the year were Mr J G Young (Chairman), Mr J R Marshall and Mr D W J Bourke. The external auditors,
Chief Executive Officer, Chief Financial Officer, Company Secretary and other financial and accounting staff are invited to Audit Committee
meetings at the discretion of the Committee. The Chief Executive Officer and Chief Financial Officer declared in writing to the Board that the
Company'’s financial reports for the year ended 30 June 2005 present a true and fair view, in all material respects, of the Company’s financial
condition and operational results and are in accordance with relevant accounting standards. This statement is required annually.

The responsibilities of the Audit Committee include, liaising with the external auditors and ensuring that the annual and half-year statutory
audits/reviews are conducted in an effective manner; reviewing and ensuring management implement appropriate and prompt remedial action
for any deficiencies identified; monitoring compliance with Australian and international taxation requirements, the Australian and United States
corporations laws and Stock Exchange Listing Rules; and improving quality of the accounting function.

The Audit Committee reviews the performance of the external auditors on an annual basis and meets with them to discuss audit planning
matters, statutory reporting and as required for any special reviews or investigations deemed necessary by the Board. The Audit Committee
also assesses whether non-audit services provided by the external auditor are consistent with maintaining the external auditor’s independence
and provides advice to the Board whether the provision of such services by the external auditor is compatible with the general standard of
independence of auditors imposed by the Corporations Act 2001. The Audit Committee charter provides for rotation of the external audit partner
every five years.

Nomination Committee

The role of the Nomination Committee is to oversee the appointment and induction process for directors. It reviews the composition of the
Board and makes recommendations on the appropriate skill mix, personal qualities, expertise and diversity. When a vacancy exists or there is a
need for particular skills, the Committee, in consultation with the Board, determines the selection criteria based on the skills deemed necessary.
Potential candidates are identified by the Committee with advice from an external consultant, where appropriate. The Board then appoints the
most suitable candidate who must stand for election at the next general meeting of shareholders. As part of the induction process, new directors
are provided with detailed information about the nature of the Company’s business, current issues, group strategy, financial matters, policies
and procedures and are given the opportunity to meet with management to obtain an insight into the Company’s business operations. The
Nomination Committee is also responsible for the selection, appointment and succession planning process of the Company’s Chief Executive
Officer.

Members of the Nomination Committee during the year were Mr D W J Bourke (Chairman), Mr J G Young and Mr J R Marshall.

The Nomination Committee meets as and when required. The Committee has a documented charter, approved by the Board. The charter may
be viewed on the Company’s website.

The performance of all Directors is reviewed by the Chairman each year. Directors whose performance is unsatisfactory are asked to retire.
Finance Committee

The Finance Committee reviews and makes recommendations to the Board on policies dealing with, and specific transactions of, material items
or arrangements of a financial nature. All Directors are members of the Finance Committee.

The Finance Committee meets as and when required.
Remuneration Committee

The role of the Remuneration Committee is to review and make recommendations to the Board on the remuneration packages and policies
applicable to the Chief Executive Officer, senior executives and Directors themselves. It also plays a role in evaluation of the performance of the
Chief Executive Officer and management succession planning. This role also includes responsibility for share schemes, incentive performance
packages, superannuation entitlements, fringe benefits policies and professional indemnity and liability insurance policies. Remuneration levels
are competitively set to attract and retain the most qualified and experienced Directors and senior executives. The Remuneration Committee
obtains independent advice on the appropriateness of remuneration packages, given trends in comparative companies both locally and
internationally.

The Remuneration Committee meets twice a year and as and when required. The members of the Remuneration Committee during the year
were Mr D W J Bourke (Chairman), Mr J R Marshall and Mr J G Young. The Chief Executive Officer is invited to Remuneration Committee
meetings, as required, to discuss the performance of senior executives and their remuneration packages. The Remuneration Committee has a
documented charter, approved by the Board. A copy of the Charter is available on the Company’s website.
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Remuneration Report
The remuneration report is set out on pages 11 to 15 and forms part of the Directors’ Report for the year ended 30 June 2005.
RISK MANAGEMENT

The Board oversees the establishment, implementation and review of the Company’s risk management systems, which have been established
by management for assessing, monitoring and managing operational, financial reporting and compliance risks for the consolidated entity.
Responsibility for establishing and maintaining effective risk management strategies rests with senior management, accountable to the Chief
Executive Officer and the Audit Committee of the Board. The Audit Committee reviews the risk management and internal control structure
implemented by management so as to obtain reasonable assurance that the consolidated entity’s assets are safeguarded and that reliable
financial records are maintained. The Chief Executive Officer and Chief Financial Officer have declared, in writing to the Board, that they have
evaluated the effectiveness of the company’s financial disclosure controls and procedures and have concluded that they are operating efficiently
and effectively. Operational and other compliance risk management has also been reviewed and found to be operating efficiently and effectively.
Details of the Company’s risk management policy are available on the Company’s website.

Risk Profile

Risks to the consolidated entity arise from matters such as competitive technologies that may be developed, delays in government regulation,
reduction in development and testing expenditure by the Company’s customers, the impact of exchange rate movements on royalty receipts,
environmental issues, occupational safety and health and financial reporting.

Internal Control Framework

The Board recognises that no cost effective internal control system will preclude all errors and irregularities. The system is based upon written
procedures, policies and guidelines, an organisational structure that provides an appropriate division of responsibility, and the careful selection
and training of qualified personnel.

Established practices ensure:

. Capital expenditure commitments are subject to authority level approval procedures

Financial exposures are controlled by the use of forward exchange contracts where appropriate
Occupational safety and health issues are monitored by a management committee

Financial reporting accuracy and compliance with regulatory requirements

Compliance with environmental regulation

To ensure that its engineering services are of the highest standard, the consolidated entity has obtained ISO 9001 accreditation for research,
design and development services to the world’s producers of powertrain and engine management systems and the provision of general
engineering services.

Where risks, such as natural disasters, cannot be adequately mitigated using internal controls, those risks are transferred to third parties
through insurance coverage to the extent considered appropriate.

Financial Reporting

The Chief Executive Officer and Chief Financial Officer have declared, in writing to the Board, that the Company’s financial reports are founded
on a sound system of risk management and internal compliance and control which implements the policies adopted by the Board.

Monthly financial results are reported against budgets approved by the Directors and revised forecasts for the year are prepared regularly.

A key current financial reporting project is convergence with Australian equivalents to International Financial Reporting Standards (AIFRS). The
Board has established a formal project, monitored by the Audit Committee, to ensure a smooth transition to AIFRS reporting, beginning with the
half year ended 31 December 2005.

Details of the progress of the implementation project and the expected impact of transition to AIFRS on the financial report for the year ended 30
June 2005 are included in Note 28.

The consolidated entity is expected to be in a position to fully comply with the reporting requirements for AIFRS for the 30 June 2006 financial
year.

Environmental Regulation

The consolidated entity holds a number of permits, licences and registrations for environmental regulation under both Australian Commonwealth
and State legislation. These permits, licences and registrations are primarily for the storage of fuels and chemicals and the disposal of waste
and are reviewed by the Company on an on-going basis. The Directors are not aware of any serious breaches during the period covered by this
report.

ETHICAL STANDARDS

All Directors, managers and employees are expected to act with the utmost integrity and objectivity, striving at all times to enhance the
reputation and performance of the consolidated entity. Every employee has a nominated supervisor to whom they may refer any issues arising
from their employment. The Board has approved a Code of Conduct, applicable to all Directors and employees of the consolidated entity,
providing for the conduct of business in accordance with the highest ethical standards and sound corporate governance. The Code also
incorporates the Company’s policy on trading in the Company’s securities. A Code of Ethics, relating to Accounting Practice and Financial
Reporting, has also been adopted by the Board and applies specifically to the Chief Executive Officer, Chief Financial Officer and senior finance
officers of the Company who influence financial performance. The Code of Ethics is complementary to the Code of Conduct, copies of both of
which are available on the Company’s website.
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REMUNERATION POLICIES

The Remuneration Committee reviews and makes recommendations to the Board on remuneration packages and policies applicable to
directors, secretaries and senior executives of the Company. The broad remuneration policy is to ensure the remuneration package properly
reflects the person’s duties and responsibilities and that remuneration is consistent with current industry practice. Data is obtained from
independent surveys to ensure that remuneration throughout the consolidated entity is set at market rates having regard to experience and
performance. In this regard, formal performance appraisals are conducted at least annually for all employees. Remuneration packages may
include a mix of fixed remuneration, performance-based remuneration and equity-based remuneration.

Fixed remuneration

Fixed remuneration consists of base remuneration (which is calculated on a total cost basis and includes any FBT charges related to employee
benefits including motor vehicles), as well as employer contributions to superannuation funds.

Remuneration levels are reviewed annually by the remuneration committee through a process that considers segment and overall performance
of the consolidated entity. In addition, data from independent surveys is reviewed to ensure the directors’ and senior executives’ remuneration
is competitive in the market place. A senior executive’s remuneration is also reviewed on promotion.

Performance-linked remuneration

Performance linked remuneration includes both short-term and long-term incentives and is designed to reward executive directors and senior
executives for meeting or exceeding their financial and personal objectives. The short-term incentive (STI) is an “at risk” bonus provided in the
form of cash, while the long-term incentive (LTI) is provided as ordinary shares of Orbital Corporation Limited under the rules of the Executive
Long Term Share Plan.

Short-term Incentive

Executive Directors and senior executives may receive bonuses based on the achievement of budgeted goals related to the performance of the
consolidated entity, including a combination of sales, earnings before interest and tax (EBIT) and cash. These measures are chosen as they
directly align the individual’'s reward to the consolidated entity’s strategy and performance. Achievement of budgeted goals may result in
bonuses of between 5 — 20% of salary. No bonus is awarded where performance falls below the minimum.

Sales and marketing executives may receive bonuses based on the achievement of both an individual sales target, set having regard to the
nature of the sales region and target customers, and an overall sales target.

In the 2005 financial year the consolidated entity did not meet budgeted targets with the result that no bonuses have been earned under the STI
plan.

Long-term Incentive

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 performance
conditions, which are based on the relative ranking of the Total Shareholder Return (“TSR”) of the Company to a group of selected peers, apply
to determine the number of shares (if any) to be granted to the Executives.

TSR is the percentage increase in a company’s share price plus reinvested dividends over a given period and reflects the increase in value
delivered to shareholders over that period. The peer group to which the Company’s TSR will be compared will comprise the 50 smallest
companies, other than resource companies and property and investment trust companies, within the S&P / ASX 300 Index. These companies
have a similar market capitalisation to the Company. The TSR performance criterion was chosen as it is widely accepted as one of the best
indicators of shareholder wealth creation as it includes share price growth, dividends and other capital adjustments. In addition, this criterion
provides a readily obtained objective means of measuring the consolidated entity’s performance against its peer group.

The Company’s TSR ranking at the end of the Performance Period, when compared to the TSR of the peer group will determine the percentage
of shares originally offered which will be granted to the Executive.

The following table sets out the relevant percentages based on various percentile rankings of the Company:

Company Performance % of offered shares

(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 50th percentile. No shares have been issued under the LTI in the 2005
financial year as the company’s performance against its peer group ranked it below the 50" percentile.

At the Company’s Annual General Meeting in October 2004, shareholders approved the above plan in relation to the ongoing remuneration of
Executive Directors and senior executives.

11
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Executive Directors and senior executives (together with all other eligible employees) are each offered shares in the Company, at no cost to the
employees, to the value of $1,000 per annum under the terms of the Company’s Employee Share Plan. This plan is designed to align the
interests of participating employees with those of shareholders. Participation of Executive Directors is subject to shareholder approval.

In considering the consolidated entity’s performance and benefits for shareholders wealth the Remuneration Committee has regard to the
following indices in respect of the current financial year and the previous four financial years:

2005 2004 2003 2002 2001
EBIT ($ Millions) (1.734) 2.881 (1.967) (26.555) (29.637)
Dividends paid - - - - -
Change in share price ($) (0.035) 0.015 (0.175) (0.430) (1.100)

Return of capital - - - - -

EBIT is considered in setting the STI as it is considered an important short term performance target. Dividends, changes in share price, and
return of capital are included in the TSR calculation which is the performance criterion assessed for the LTI.

The STI/LTI were first introduced in 2001 for the 2001/02 financial year. An analysis of the remuneration and performance data since that time
has revealed that performance targets in the STI plan have only been met in the 2003 and 2004 years, when the company recorded significant
improvement in its results. Performance targets under the LTI have not been met under the LTI since its inception and shares have not issued
as a result.

Service Agreements

The service contract for the CEO is unlimited in term, but capable of termination on 12 months notice by the Company. The Company has the
right to terminate the contract immediately by making payment equal to 12 months pay in lieu of notice. The CEO has the right to terminate the
contract on 3 months notice. The CEO has no entitlement to termination payment in the event of removal for misconduct.

Contractual arrangements between the Company and other senior executives are also unlimited in term and provide for termination on one
month’s notice (or payment in lieu) in accordance with the Company’s standard conditions. On termination of employment, executive directors
and senior executives are also entitled to receive their statutory entittements of accrued annual and long service leave, together with any
superannuation benefits.

Non-executive Directors

Total remuneration for all non-executive Directors, last voted upon by shareholders at the 2001 Annual General Meeting, is not to exceed
$400,000 per annum. When setting fees and other compensation for non-executive Directors, the Board seeks independent advice and applies
Australian and international benchmarks. The Chairman’s base fee is $100,000 per annum, plus a further fee of $5,050 per annum for
membership of the Audit Committee. Other non-executive Directors’ base fees are currently $50,000 per annum. An additional fee of $5,050 per
annum is payable for membership (other than as Chairman) of the Audit Committee. The Chairman of that Committee receives an additional fee
of $7,070 per annum.

Non-executive Directors do not receive performance related remuneration.

No retirement benefits are payable to non-executive Directors.

12
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Directors’ and Senior Executives’ Remuneration

Details of the nature and amount of each major element of remuneration of each Director of the Company and consolidated entity who receive
the highest remuneration, and those specified executives identified in accordance with Accounting Standard AASB 1046 Director and Executive
Disclosures by Disclosing Entities are detailed in the table below.

Salary and Employer
Total Director's Other | Termination| Superannuation| Employee
Year | Remuneration Fees Bonuses | Benefits Benefits Contributions | Share Plans
$ $ $(a) $ $ $ $ (b)
Specified Directors
Donald W J Bourke 2005 110,712 96,376 - 5,572 - 8,764 -
Chairman (Non-executive) * 2004 89,696 82,290 - - - 7,406 -
Peter C Cook (c) 2005 468,909 408,257 - 60,661 - 48,991 (49,000)
Director and Chief Executive Officer 2004 596,744 408,257 51,175 47,654 - 48,991 40,667
J Grahame Young 2005 53,159 48,770 - - - 4,389 -
Director (Non-executive) 2004 47,512 43,589 - - - 3,923 -
John R Marshall 2005 56,605 51,156 - 5,449 - - -
Director (Non-executive) 2004 43,624 43,624 - - - - -
Ross W Kelly - Retired Chairman (Non-executive) 2004 18,647 17,107 - - - 1,540 -
Total, all specified directors 2005 689,385 604,559 - 71,682 - 62,144 (49,000)
* part year from September 2003 2004 796,223 594,867 51,175 47,654 - 61,860 40,667

Specified Executives
Keith A Halliwell 2005 247,635 220,880 - - - 24,278 2,477
Chief Financial Officer & Joint Company Secretary 2004 276,138 192,762 48,300 - - 21,001 14,075
Rodney A Houston (d) 2005 206,218 182,124 - - - 19,694 4,400
Director of Engineering and Chief Operating Officer 2004 228,419 175,947 21,850 - - 15,455 15,167
B Anthony Fitzgerald 2005 207,143 184,810 - - - 17,600 4,733
Director of Sales and Marketing 2004 223,021 178,697 15,086 - - 16,655 12,583
Kenneth N Johnsen (e) 2005 454,225 209,867 - - 256,876 21,432 (33,950)
Business Development Director - Australia 2004 258,980 209,098 13,830 - - 21,977 14,075
Tom P Baskovich 2005 149,548 133,359 - - - 15,059 1,130
Director of Patents & Licensing 2004 159,067 134,350 6,772 - - 14,178 3,767
John B Abbott 2005 133,458 118,126 - - - 13,960 1,372
Corporate Solicitor & Joint Company Secretary 2004 137,074 112,092 7,076 - - 13,223 4,683
Total, all specified executives 2005 1,398,227 | 1,049,166 - - 256,876 112,023 (19,838)

2004 1,282,699 | 1,002,946 | 112,914 - - 102,489 64,350
Other Executives
Robert A Schmidt (f) 2005 201,247 187,411 - 5,463 - 7,373 1,000
North American Sales Executive and US Resident 2004 208,675 194,985 - 4,814 - 7,876 1,000

Officer

(a) Bonuses are those paid or accrued as payable in relation to performance criteria for the year reported, 2005: $Nil (2004: $164,089).

(b)

(©)

(d)

(e)
®

The fair value of the employee share plans is based upon the market value (at offer date) of shares offered, amortised over the period
(if any) over which performance conditions are measured. The value is reduced for any offered shares for which it is considered that
performance conditions will not be met. A reduced or negative benefit may result from significantly reduced expectations of the
performance conditions being met, as compared with the previous year, including cessation of employment.

Mr Cook’s resignation, which takes effect from 30 September 2005, was announced to the Australian Stock Exchange on 12 July
2005.

Dr Houston was appointed Chief Operating Officer subsequent to the end of the financial year on 12 July 2005. Dr Houston will
assume the role of Chief Executive Officer from 1 October 2005.

Mr Johnsen’s position has become redundant with termination benefits payable for 33 years of service reflected at 30 June 2005.

Mr Schmidt’s remuneration is based in US$ and reported at an exchange rate of 0.7618 (2004: 0.6939). Mr Schmidt is included above
as his remuneration is within the 5 highest paid executives not being directors.

13
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Analysis of Bonuses and performance based Remuneration

No short-term incentive cash bonuses were awarded as remuneration to any director of the Company or any of the five highest paid executives

of the Company and the consolidated entity in respect of the 2005 income year.

Proportion of | Value of share
remuneration plans as
Total Employee | performance | proportion of
Year Remuneration | Bonuses | Share Plans related remuneration
$ $(a) $ (b) & (c) % %
Executive Directors
Peter C Cook 2005 468,909 - (49,000) -10.4% -10.4%
Director and Chief Executive Officer 2004 596,744 51,175 40,667 15.4% 6.8%
Executives (within the 5 highest remunerated)
Keith A Halliwell 2005 247,635 - 2,477 1.0% 1.0%
Chief Financial Officer & Joint Company Secretary 2004 276,138 48,300 14,075 22.6% 5.1%
Rodney A Houston 2005 206,218 - 4,400 2.1% 2.1%
Director of Engineering and Chief Operating Officer 2004 228,419 21,850 15,167 16.2% 6.6%
B Anthony Fitzgerald 2005 207,143 - 4,733 2.3% 2.3%
Director of Sales and Marketing 2004 223,021 15,086 12,583 12.4% 5.6%
Kenneth N Johnsen 2005 454,225 - (33,950) -7.5% -7.5%
Business Development Director - Australia 2004 258,980 13,830 14,075 10.8% 5.4%
Robert A Schmidt 2005 201,247 - 1,000 0.5% 0.5%
North American Sales Executive and US Resident 2004 208,675 - 1,000 0.5% 0.5%
Officer

Analysis of Shares Offered as Remuneration

Details of the nature and amount of the shares offered under the LTI to each specified director of the Company and each of the specified
executives of the Company and the consolidated entity are as follows:

Employee Share Plan No. 1 Executive Long Term Share Plan
Number of Number of | Number of|  Value
shares Share Value (b) Shares Shares (c)
issued Price $ Offered Granted $
Specified Directors
Peter C Cook 7,225 $0.14 1,000 600,000 - (50,000)
Specified Executive Officers
Keith A Halliwell 7,225 $0.14 1,000 300,000 - 1,477
Rodney A Houston 7,225 $0.14 1,000 300,000 - 3,400
B Anthony Fitzgerald 7,225 $0.14 1,000 200,000 - 3,733
Kenneth N Johnsen 7,225 $0.14 1,000 150,000 - (34,950)
Tom P Baskovich 7,225 $0.14 1,000 80,000 - 130
John B Abbott 7,225 $0.14 1,000 85,000 - 372

(a) Bonuses are those paid or accrued as payable in relation to performance criteria for the year reported, 2005: $Nil (2004: $164,089).
(b)

(c)

The fair value of the employee share plan No. 1 is based upon the market value (at offer date) of shares offered.

Represents the movement in the cumulative fair value of shares offered over the past 3 years for which it is considered that the
performance conditions will be met, amortised over the 3 year vesting period. The granting of these shares is subject to the
achievement of performance conditions related to the Total Shareholder Return (“TSR”) of the Company compared to a peer group of
selected companies over a three year period. These performance conditions were not met in respect of shares offered in the 2002
financial year and no shares in relation to that offer were granted at the expiration of the performance period during the 2005 financial
year. A reduced or negative benefit may result from significantly reduced expectations of the performance conditions being met, as
compared with the previous year, including cessation of employment.

14



Movements in Shares

The movements during the reporting period of ordinary shares in Orbital Corporation Limited held by each specified director of the Company

ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
REMUNERATION REPORT FOR THE YEAR ENDED 30 JUNE 2005

and each specified executive of the Company and the consolidated entity are as follows:

Issued under

Held at Employee Held at
1 July 2004 Purchases Share Plan 30 June 2005

Specified Directors

D W J Bourke 100,000 - - 100,000
P C Cook 48,287 - 7,225 55,512
J G Young 111,572 38,334 - 149,906
J R Marshall 66,3880 - - 66,880
Specified Executives

K A Halliwell 139,306 - 7,225 146,531
R A Houston 51,259 - 7,225 58,484
B A Fitzgerald 79,490 - 7,225 86,715
K N Johnsen 156,595 - 7,225 163,820
T P Baskovich 45,764 - 7,225 52,989
J B Abbott 38,042 - 7,225 45,267

Analysis of Movements in Options

The movements during the reporting period by number, of options over ordinary shares in Orbital Corporation Limited held by each director of

the Company and each of the five highest paid executives of the Company and the consolidated entity are as follows:

Vested & Vested &
Held at Exercisable Unexercisable
Executives 1 July 2004 Exercised (Expired) at 30 June 2005 | at 30 June 2005
K A Halliwell 35,000 - - 4,000 31,000
R A Houston 17,000 - - 4,000 13,000
B A Fitzgerald 25,000 - - 4,000 21,000
K N Johnsen 44,300 - (9,300) 4,000 31,000

The expired options had nil value at the date of expiry.
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
STATEMENTS OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2005

NOTE CONSOLIDATED THE COMPANY

2005 2004 2005 2004

$'000 $'000 $'000 $'000
Engineering services income 8,252 11,535 - -
Licence and royalty income 2,217 3,209 - -
Revenue from trading activities 10,469 14,744 - -
Other income from ordinary activities 2 1,128 2,017 1,184 952
Total Revenue 11,597 16,761 1,184 952
Employee expenses 3 (8,602) (8,598) - -
Depreciation and amortisation 3 (1,436) (1,766) - -
Engineering consumables and contractors (1,473) (1,383) - -
Travel and accommodation (998) (908) - -
Communications and computing (744) (927) - -
Patent costs (545) (667) - -
Insurance costs (551) (610) - -
Audit, compliance and listing costs (492) (563) - -
Licence costs - (375) - -
Systems warranty provision, credits on expiry 233 442 - -
Borrowing costs 3 (3) (21) - -
Reversal of provision for the carrying value of controlled entities - - 93,017 2,453
Inter-group debt forgiveness - - (95,309) -
Other expenses from ordinary activities 3 (1,144) (629) - -
Share of net profit of Synerject (adjustment to Synerject provision) 18 2,936 2,700 - -
Profit/(loss) from ordinary activities before related income
tax (1,222) 3,456 (1,108) 3,405
Income tax (expense)/benefit relating to ordinary activities 4 114 (51) - -
Net profit/(loss) after related income tax (1,108) 3,405 (1,108) 3,405
Non-owner transaction changes in equity - - - -
Total changes in equity from non-owner related transactions
attributable to members of the parent entity (1,108) 3,405 (1,108) 3,405
Basic earnings/(loss) per share (in cents) 5 (0.3) 0.8
Diluted earnings/(loss) per share (in cents) 5

(0.3) 0.8

The statements of financial performance are to be read in conjunction with the notes to the financial statements set out on pages 19 to 52.
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Current Assets

Cash

Receivables
Inventories

Other

Total Current Assets

Non-Current Assets
Receivables

Other financial assets
Property, plant & equipment
Total Non-Current Assets

Total Assets

Current Liabilities
Payables
Interest-bearing liabilities
Provisions

Total Current Liabilities

Non-Current Liabilities
Interest-bearing liabilities
Non interest-bearing liabilities
Provisions

Other

Total Non-Current Liabilities
Total Liabilities

Net Assets/(Liabilities)

Equity
Contributed equity
Accumulated losses

Total Equity/(Deficiency)

ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
STATEMENTS OF FINANCIAL POSITION AS AT 30 JUNE 2005

NOTE

10
11

12
13

14
15
17

15
16
17
18

19
20

CONSOLIDATED

THE COMPANY

2005 2004 2005 2004
$'000 $'000 $'000 $'000
7,972 12,350 1,954 10,587
2,919 3,385 5 63
12 31 - -
66 454 - -
10,969 16,220 1,959 10,650
- - 13,573 7,152
- - 8,767 11,059
7,424 8,449 - -
7,424 8,449 22,340 18,211
18,393 24,669 24,299 28,861
2,349 3,855 - -
- 167 - -
1,540 1,545 - .
3,889 5,567 - -
- 12 - -
19,000 19,000 30,684 34,138
1,235 1,470 - -
654 3,897 - .
20,889 24,379 30,684 34,138
24,778 29,946 30,684 34,138
(6,385) (5,277) (6,385) (5,277)
216,768 216,768 216,768 216,768
(223,153) (222,045) (223,153) (222,045)
(6,385) (5,277) (6,385) (5,277)

The statements of financial position are to be read in conjunction with the notes to the financial statements set out on pages 19 to 52.
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ORBITALCORPORATION LIMITED AND ITS CONTROLLED ENTITIES
STATEMENTS OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2005

Cash Flows Provided by/(Used in) Operating Activities
Cash receipts in the course of operations

Cash payments in the course of operations

Interest received

Borrowing costs paid

Income taxes paid

Net cash provided by/(used in) operating activities

Cash Flows Provided by/(Used in) Investing Activities
(Loans to) / repayment by controlled entities

Proceeds from sale of property, plant & equipment
Payments for property, plant & equipment

Net cash provided by/(used in) investing activities

Cash Flows Provided by/(Used in) Financing Activities
Proceeds from issue of shares

Transaction costs from issue of shares

Finance lease payments

Net cash provided by financing activities

Net increase/(decrease) in cash held

Cash at the beginning of the financial year

Effects of exchange rate fluctuations on the balances of cash held

in foreign currencies

Cash at the end of the financial year

Non-Cash Investing Activities

There were no non-cash investing or financing activities for the years ended 30 June 2004 and 2005.

NOTE CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$'000 $'000 $'000 $'000

11,124 15,387 - -

(15,418) (15,088) - -

515 596 287 478

(3) (21) - -

(38) (180) - -

26 (3,820) 694 287 478
- - (8,920) 1,099

56 311 - -

(427 (787) - -

(371) (476) (8,920) 1,099

. 3,527 - 3,527
- (226) - (226)

(179) (161) - -

(179) 3,140 - 3,301

(4,370) 3,358 (8,633) 4,878

12,350 9,007 10,587 5,709

(8) (15) - -

26 7,972 12,350 1,954 10,587

The statements of cash flows are to be read in conjunction with the notes to the financial statements set out in pages 19 to 52.
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1.1

1.2

1.3

(a)

(b)

ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The significant policies which have been adopted in the preparation of this financial report are: -

Basis of Preparation

The financial report is a general purpose financial report which has been prepared in accordance with Accounting Standards, Urgent
Issues Group Consensus Views, other authoritative pronouncements of the Australian Accounting Standards Board and the
Corporations Act 2001. It has been prepared on the basis of historical costs and does not take into account changing money values

or, except where stated, current valuations of non-current assets.

These accounting policies have been consistently applied by each entity in the consolidated entity and are consistent with those of the
previous year.

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. As at 30 June 2005 the

carrying value of the consolidated entity’s liabilities exceed the carrying value of its assets by $6.385 million.

The Directors believe that the preparation of the accounts on a going concern basis is appropriate for the following reasons: -

(i) The consolidated entity made a net profit after tax of $0.415 million for the 6 months ended 30 June 2005.
(i) At 30 June 2005 the consolidated entity had cash of $7.972 million.
(iii) 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 and will generate future
licence and royalty income and cash flows.

(iv) Included in non-current liabilities at 30 June 2005 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 Engines produced with OCP
technology as at 30 June 2005 totalled approximately 470,000. No interest accrues on this facility until such time as the loan
becomes repayable.

Reclassification of Comparative Information

For the comparative year ended 30 June 2004, Other expenses in the Statement of Financial Performance of $1,192,000 have been

further dissected into Audit, compliance and listing costs of $563,000 and Other expenses of $629,000, to aid in comparison with the

current year.

Principles of Consolidation

Controlled Entities

The financial statements of controlled entities are included from the date control commences until the date control ceases. Outside

interests in the equity and results of the entities that are controlled by the Company are shown as a separate item in the consolidated

financial statements.

Transactions Eliminated on Consolidation

Unrealised gains and losses and inter-entity balances resulting from transactions with or between controlled entities are eliminated in
full on consolidation.
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1.4

(a)

(b)

(c)

(d)

1.5

1.6

ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue Recognition

Revenues are recognised at fair value of the consideration received net of the amount of goods and services tax (GST). Exchanges
of goods or services of the same nature and value without any cash consideration are not recognised as revenues.

Revenue from Rendering of Services and Sale of Goods
Revenue from rendering services is recognised in the period in which the service is provided.

Revenue earned under various licence, royalty and other agreements is recognised upon the satisfactory completion of contracted
technical specifications. Additional revenue may be earned after a fixed time interval or after delivery of prototype engines and/or
hardware employing the OCP Technology that meets specified performance targets, provided the licence agreements are not
terminated. Under the terms of the licence agreements, licensees are not specifically obliged to commence production and sale of
engines using OCP Technology and may terminate the agreements upon notice to Orbital. If a licensee were to terminate its licence
agreement with Orbital, the licensee would forfeit the licence and any technical disclosure fees paid through to the date of termination.
Revenue under royalty agreements is recognised when such amounts become due and payable.

Revenue received in advance represents cash payments received from customers in accordance with contractual commitments prior
to the performance of the service.

Revenue from sale of goods is recognised when control of the goods passes to the customer.

Interest Income

Interest income is recognised as it accrues.

Asset Sales

The gross proceeds of asset sales are included as revenue of the consolidated entity. The profit or loss on disposal of assets is
brought to account at the date that an unconditional contract of sale is signed. The profit or loss on disposal is calculated as the
difference between the carrying amount of the asset at the time of disposal and the net proceeds on disposal.

Foreign Exchange Gains

The revenue recognition policy for foreign exchange gains is set out in Note 1.12.

Income Tax

The consolidated entity adopts the liability method of accounting for income tax.

Income tax expense is calculated on the operating result adjusted for permanent differences between taxable income and accounting
profit. The tax effect of timing differences, which arise from items being brought to account in different periods for income tax and

accounting purposes, is carried forward in the statement of financial position as a future income tax benefit or a deferred tax liability.

Future income tax benefits are only brought to account when their realisation is assured beyond reasonable doubt. Future income tax
benefits related to tax losses are only brought to account when their realisation is virtually certain.

Tax Consolidation

The Company is the head entity in the tax-consolidated group comprising all the Australian wholly-owned subsidiaries set out in Note
24. The implementation date for the tax-consolidated group was 1 July 2002. The head entity recognises all of the current and
deferred tax assets and liabilities of the tax-consolidated group (after elimination of intra-group transactions).

The tax-consolidated group has entered into a tax funding agreement that requires wholly-owned subsidiaries to make contributions to
the head entity for:

. deferred tax balances recognised by the head entity on implementation date, including the impact of any relevant reset tax cost
bases; and

. current tax assets and liabilities and deferred tax balances arising from external transactions occurring after the implementation
of tax consolidation.

Under the tax funding agreement, the contributions are calculated on a "stand-alone basis" so that the contributions are equivalent to
the tax balances generated by external transactions entered into by wholly-owned subsidiaries. The contributions are payable as set
out in the agreement and reflect the timing of the head entity's obligations to make payments for tax liabilities to the relevant tax
authorities.

Recoverable Amount of Non-Current Assets Valued on a Cost Basis
The carrying amounts of all non-current assets valued on a cost basis are regularly reviewed to determine whether they are in excess
of their recoverable amount at balance date. If the carrying amount of a non-current asset exceeds the recoverable amount, the asset

is written down to the lower amount. The write-down is recognised as an expense in the net profit or loss in the reporting period in
which it occurs. In assessing recoverable amounts the relevant cash flows have not been discounted to their present value.
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1.7

(a)

(b)

(c)

1.8

(a)

(b)

(c)

(d)

(e)

ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investments
Controlled Entities

Investments in, and receivables from, controlled entities are carried in the Company’s financial statements at the lower of cost, written
down value and recoverable amount (being the underlying net asset position of the controlled entities).

Joint Venture Entities

A joint venture entity is an entity that is jointly controlled by both the consolidated entity and one or more external parties.

The consolidated entity applies the equity method of accounting for investments in joint venture entities. Investments are carried at
the lower of the equity accounted amount and recoverable amount. The consolidated entity’s share of the joint venture entity’s net
profit or loss is recognised in the consolidated statement of financial performance from the date joint control commences until the date
joint control ceases. Other movements in reserves are recognised directly in consolidated reserves.

Unrealised gains resulting from transactions with joint venture entities are eliminated to the extent of the consolidated entity’s interest,
against the carrying value of the investment.

Where the consolidated entity’s share of losses and reserve decrements reduces the carrying amount of the investment below zero,
application of the equity method is discontinued and the investment is recorded at zero.

Where the consolidated entity has guaranteed some or all of the liabilities of a joint venture entity, the consolidated entity recognises a
liability for its share of additional losses and other commitments with regard to the joint venture once the equity method has been
discontinued, to the extent of probable future sacrifices of economic benefits by the consolidated entity.

Other Companies

Investments in other listed entities are measured at the lower of cost and recoverable amount (refer Note 12).

Property, Plant and Equipment

Acquisition

ltems of property, plant and equipment are recorded at cost and depreciated as outlined below.

Depreciation and Amortisation

ltems of property, plant and equipment, including buildings but excluding freehold land, are depreciated/amortised on a straight line
basis over their estimated useful lives. The depreciation rates used for each class of asset are as follows: Buildings 2.5%; Plant and
Equipment 6.67% to 33.3%. Leased assets 10% to 25%.

Assets are depreciated or amortised from the date of acquisition.

Subsequent Additional Costs

Costs incurred on assets subsequent to initial acquisition are capitalised when it is probable that future economic benefits, in excess
of the originally assessed performance of the asset, will flow to the consolidated entity in future years. Costs that do not meet the
criteria for capitalisation are expensed as incurred.

Valuation

Land and buildings are independently valued every three years on a market value basis of valuation. The Directors then use these
valuations to assess the recoverable amount of land and buildings.

Leased Assets

Leases under which the Company or its controlled entities assume substantially all the risks and benefits of ownership are classified
as finance leases. Other leases are classified as operating leases.

(i) Finance Leases

Finance leases are capitalised. A lease asset and a lease liability equal to the present value of the minimum lease payments are
recorded at the inception of the lease. Lease liabilities are reduced by repayments of principal. The interest components of the lease
payments are expensed.

(ii) Operating Leases
Payments made under operating leases are expensed on a straight line basis over the term of the lease.
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(a)

(b)

(c)

ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Research and Development Expenditure

Research and development costs are expensed as incurred.

Patents, Licences and Technologies

Patents, licences and technology development and maintenance costs are expensed as incurred. All patents are internally
generated. Purchased technology assets are capitalised at cost and amortised on a straight line basis over the life of the expected
future benefits.

Inventories

Inventories are carried at the lower of cost and net realisable value. Cost is based on the first-in first-out principle and includes
expenditure incurred in acquiring the inventories and bringing them to their present location and condition. In the case of
manufactured inventories and work-in-progress, cost includes an appropriate share of both variable and fixed costs.

Foreign Currency

Transactions

Foreign currency transactions are translated to Australian currency at the rates of exchange ruling at the dates of the transactions.
Amounts receivable and payable in foreign currencies at balance date are translated at the rates of exchange ruling on that date.

Exchange differences relating to amounts payable and receivable in foreign currencies are brought to account as exchange gains or
losses in the statement of financial performance in the financial year in which the exchange rates change, except where hedging
specific anticipated transactions.

Translation of Controlled Foreign Entities

The assets and liabilities of controlled foreign entities that are integrated operations are translated using the temporal method.
Monetary assets and liabilities are translated into Australian currency at rates of exchange current at balance date, while non-
monetary items and revenue and expense items are translated at exchange rates current when the transaction occurred. Exchange
differences arising on translation are brought to account in the statement of financial performance.

Specific Hedges

Where hedge transactions are designed to hedge the specific purchase or sale of goods or services, exchange differences arising up
to the date of purchase or sale, together with any costs or gains arising at the time of entering into the hedge, are included in the
measurement of the purchase or sale. Any exchange differences on the hedge transaction after that date are included in the profit
and loss statement.

Borrowing Costs

Borrowing costs include interest, lease finance charges, facility fees and ancillary costs incurred in connection with the arrangement of
borrowings.

Borrowing costs are expensed as incurred.

Derivative Financial Instruments

The consolidated entity is exposed to fluctuations in interest rates and foreign exchange rates from its activities. The consolidated
entity may use forward foreign exchange contracts to hedge these risks. Derivative financial instruments are not held for speculative
purposes.

Warranties

Provision is made for the consolidated entity’s estimated liability on all products still under warranty.
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(b)

(c)

1.20

1.21

ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Employee Entitlements

Wages, Salaries, Annual Leave and Sick Leave

The provisions for employee entitlements to wages, salaries, annual leave and sick leave, to be settled within 12 months of year end
represent present obligations resulting from employees’ services provided up to the balance date, calculated at undiscounted
amounts based on wage and salary rates that the consolidated entity expects to pay as at the reporting date including related on-
costs. Sick leave recognised as a liability represents expected future payments as a result of employees utilising non vesting
accumulated sick leave entitlements while recovering from serious injury or illness. The consolidated entity does not recognise a
liability when it is probable that sick leave taken in the future will not be greater than the entitlements that will accrue in the future.
Long Service Leave

The provision for employee entitlements to long service leave represents the present value of the estimated future cash outflows to be
made resulting from employees’ services provided up to balance date.

The provision is calculated using estimated future increases in wage and salary rates including related on-costs and expected
settlement dates based on the consolidated entity’s experience with staff departures and is discounted using the rates attached to
national government securities at balance date, which most closely match the terms of maturity of the related liabilities.

Superannuation Plan

Amounts paid to the defined contribution employee superannuation funds by the Company and the controlled entities are charged
against income as they are made. Refer to Note 22.

Receivables

Receivables are carried at amounts due. The collectability of debts is assessed at balance date and specific provision is made for
any doubtful accounts. Normal settlement terms are 30 to 45 days.

Accounts Payable

Liabilities are recognised for amounts due to be paid in the future for goods or services received. Normal settlement terms are 30 to
60 days.

Goods and Services Tax
Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except where the amount of GST
incurred is not recoverable from the Australian Taxation Office (ATO). In these circumstances the GST is recognised as part of the

cost of acquisition of the asset or as part of an item of the expense.

Receivables and payables are stated with the amount of GST included. The net amount of GST recoverable from, or payable to, the
ATO is included as a current asset or liability in the statement of financial position.

Cash flows are included in the statement of cash flows on a gross basis. The GST components of cash flows arising from investing
and financing activities which are recoverable from, or payable to, the ATO are classified as operating cash flows.

Provision for Surplus Leased Space

Provision is made for rental payable on surplus leased premises when it is determined that no substantive future benefit will be
obtained by the consolidated entity from its occupancy. This arises where premises are currently leased under non-cancellable
operating leases and either the premises are not occupied, are being sub-leased for lower rentals than the consolidated entity pays or
there will be no substantive benefits beyond a known future date.

Any necessary provision is calculated on the basis of discounted net future cash flows, using the interest rate implicit in the lease or
an estimate thereof.

Employee redundancy benefits
Provisions for employee redundancy benefits are only recognised when a detailed plan has been approved and the employee

redundancies have either commenced or been publicly announced, or firm commitments related to the redundancy benefits have
been entered into. Costs related to ongoing activities are not provided for.

23



ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

OTHER INCOME FROM ORDINARY ACTIVITIES

Interest income

Proceeds on sale of property, plant and equipment
Net foreign exchange gains

ACIS credits

Other

Proceeds on sale of property, plant and equipment
- Plant and equipment
- Leased assets

Less: Written down value of property, plant and equipment sold
- Plant and equipment
- Leased assets

Profit on sale of property, plant and equipment

24

CONSOLIDATED

THE COMPANY

2005 2004 2005 2004
$'000 $'000 $'000 $'000
515 596 229 529

56 311 - -
349 367 955 423
161 687 - -

47 56 - -

1,128 2,017 1,184 952

56 273

- 38
56 311
16 96

- 14
16 110
40 201
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3.2

3.3

ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

PROFIT/(LOSS) FROM ORDINARY ACTIVITIES BEFORE INCOME

TAX EXPENSE

Profit/(Loss) from ordinary activities before income tax expense has
been arrived at after charging/(crediting) the following items:

Employee expenses

Salaries, wages, superannuation and other employee payments

Redundancy
Net expense/(credit) from movements in employee leave
entitiements

Borrowing costs
Finance charges on capitalised leases

Other expenses from ordinary activities

Other expenses/(credits) include the following
disclosable expenses:

Depreciation and amortisation
- Buildings

- Plant and equipment

- Finance leased assets

Plant and equipment written down to recoverable amount

Net expense/(credit) from movements in other provisions :

- doubtful debts provision

- bad debts expense

- surplus lease space provision (reversal)
- other current provisions

Operating lease rental expense

- premises

- plant and equipment
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CONSOLIDATED

THE COMPANY

2005 2004 2005 2004
$'000 $'000 $'000 $'000
8,554 8,766 - .
257 (107) . .
(209) (61) . .
8,602 8,598 . .
3 21 - .

80 81 - .
1,317 1,568 - .
39 117 . .
1,436 1,766 - .
- 844 - -

22 8 . .

- 7 - -

- (832) - -

4 2 - -

22 130 . .

62 182 - .




ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

NOTE CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$'000 $'000 $'000 $'000
TAXATION
Prima facie income tax (expense) / credit
Calculated at 30% on the operating (profit)/loss 367 (1,037) 332 (1,022)
Increase/(decrease) in income tax credit due to:
- Withholding tax 114 (51) - -
- Other (non-deductible)/non-assessable amounts (16) (16) - -
- Cancellation of premises lease - (105) - -
- Depreciation allowance on tax revalued plant and equipment 173 173 - -
- Research and development allowance 332 363 - -
Income tax (expense)/credit on operating profit/ loss before
individually significant income tax items 970 (673) 332 (1,022)
Individually significant income tax items:
- Effect of higher rates of tax on overseas income (118) (170) - -
- US tax losses and timing differences utilised 968 1,444 - -
- Australian tax losses and timing differences (not brought to
account) / reversing against not brought to account (1,706) (652) (28,238) 286
- Provision against carrying value of investments - - 27,906 736
(856) 622 (332) 1,022
Income tax (expense) / credit on operating profit/loss 114 (51) - -
Total income tax (expense) / credit is made up of:
Withholding tax paid (38) (180) - -
Withholding tax (payable)/recovered 152 129 - -
114 (51) - -
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4.3

4.4

ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

CONSOLIDATED

THE COMPANY

2005 2004 2005 2004
$'000 $'000 $'000 $'000
Future income tax benefit not taken to account
Australia
Potential future income tax benefits of the company and its
Australian resident controlled entities, arising from tax losses
and timing differences which have not been recognised as an
asset because recovery of tax losses is not virtually certain and
recovery of timing differences is not assured beyond any
reasonable doubt:
Tax losses carried forward (30%) 14,875 13,303 14,875 13,303
Timing difference from provision for capital loss on investment
(30%) 1,934 1,934 1,934 1,934
Other net timing differences (30%) 10 84 10 84
16,819 15,321 16,819 15,321

The potential future income tax benefit will only be obtained if: -

i the relevant company derives future assessable income of a nature and an amount sufficient to enable the benefit to be
realised, or the benefit can be utilised by another company in the consolidated entity in accordance with Division 170 of the

Income Tax Assessment Act 1997;

ii the relevant company and/or the consolidated entity continues to comply with the conditions for deductibility imposed by the

law; and

iii no changes in tax legislation adversely affect the relevant company and/or the consolidated entity in realising the benefit.

USA

Tax carry forward losses of approximately $70.893 million (US$54.006 million) (2004: $82.345 million (US$57.114 million)) are
available to certain controlled entities in the United States and have not been recognised as an asset at the current income tax rate of

34% because recovery is not virtually certain.

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 2005, the $70.893 million of tax

carry forward losses available expire between the years 2010 and 2023.

CONSOLIDATED

2005 2004
$'000 $'000
Dividend franking account
Balance of franking account adjusted for franking credits which
will arise from the payment of income tax provided for in the
financial statements:
Class C (30%) - franking credits 2,640 2,640

THE COMPANY

2005 2004
$'000 $'000
2,640 2,640

The ability to utilise the franking credits is dependent upon there
being sufficient available profits to declare dividends.

With effect from 1 July 2002, Orbital Corporation Limited and its wholly-owned subsidiaries adopted the Tax Consolidation legislation
which requires a tax-consolidated group to keep a single franking account. The amount of franking credits available to shareholders
of the parent entity (being the head entity in the tax-consolidated group) disclosed at 30 June 2005 has been measured under the new

legislation as those available from the tax-consolidated group.
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

CONSOLIDATED

2005 2004
EARNINGS / (LOSS) PER SHARE
Weighted average number of ordinary shares outstanding used in
the calculation of basic loss per share 410,404,267 408,509,498
Weighted average number of ordinary and potential ordinary shares 410,404,267 408,509,498

Options to purchase ordinary shares held under the Employee Share Plan are not included in calculating the weighted average
number of potential ordinary shares, as their exercise price is greater than the average market price for the year ended 30 June 2005.
Refer to Note 19.2 for details of outstanding options.

CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$ $ $ $
REMUNERATION OF AUDITORS
Amounts received or due and receivable for audit services by:
Auditors of the Company - KPMG Australia
- Audit and review of financial reports 107,174 92,800 -
- Australian equivalents to International Financial
Reporting Standards review 20,000 - -
Other KPMG member firms
- Audit and review of financial reports 70,726 53,000 -
197,900 145,800 -
Amounts received or due and receivable for taxation services by:
Auditors of the Company - KPMG Australia 40,890 67,495 -
Other KPMG member firms 28,233 32,574 -
69,123 100,069 -
Amounts received or due and receivable for royalty audits by:
Other KPMG member firms - 5,657 -
Total auditors' remuneration 267,023 251,526 -
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

7. REPORTS FOR BUSINESS AND GEOGRAPHICAL SEGMENTS

Revenue is derived predominantly from the provision of engineering services 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.

71 Business Segments (primary reporting)
Englne:erlng Rc_)yaltles a.nd Consolidated
Services licences (i)
2005 2004 2005 2004 2005 2004
$000's $000's $000's $000's $000's $000's
Segment Revenue [ 8252 11535] 2217] 3209| 10,469 | 14,744
Unallocated other income 1,128 2,017
Total Revenue 11,597 16,761
Segment Result | (110)] 2,113 608 1,661 498 3,774
Unallocated expenses - net (ii) (4,632) (3,555)
Reorganisation (expense)/credits (257) 107
Surplus lease space credit/(expense) - 832
Plant and equipment writedown - (844)
Systems warranty credits 233 442
Share of net profit of Synerject (adjustment to Synerject provision) 2,936 2,700
Net Profit/(loss) before related income tax (1,222) 3,456
Income tax (expense)/benefit 114 (51)
Profit/(loss) after tax attributable to members (1,108) 3,405
(i) Royalty and licence costs include direct patent costs and research and development.
(i) Unallocated expenses (net) include sales and marketing, corporate management and finance and administration overhead expenses net of unallocated other income.
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

REPORTS FOR BUSINESS AND GEOGRAPHICAL SEGMENTS (CONTINUED)

Business Segments (primary reporting) (Continued)

e | e | consotante

2005 2004 2005 2004 2005 2004

$000's $000's $000's $000's $000's $000's
Non-cash (revenue) and expenses
Depreciation and amortisation 1,436 1,766 - - 1,436 1,766
Other non-cash expenses 17 10 - - 17 10
Segment non-cash expenses 1,453 1,776 - - 1,453 1,776
Reorganisation expense/(credits) 257 (107)
Surplus lease space (credit) - (832)
Plant and equipment writedown - 844
Systems warranty credits (233) (442)
Share of net profit of Synerject (adjustment to Synerject provision) (2,936) (2,700)
Foreign exchange translation (gain) (349) (367)
Total non-cash (revenue) and expenses (1,808) (1,828)
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

7. REPORTS FOR BUSINESS AND GEOGRAPHICAL SEGMENTS (CONTINUED)
71 Business Segments (primary reporting) (Continued)
Engi i Royalti d
nglnc—ferlng c.>ya fes a.n Consolidated
Services licences (i)
2005 2004 2005 2004 2005 2004
$000's $000's $000's $000's $000's $000's
Segment Assets [  9686] 11810] 735 509| 10421 12,319
Unallocated assets
Cash 7,972 12,350
Consolidated Total Assets 18,393 24,669
Segment Liabilities 4,812 6,266 - - 4,812 6,266
Unallocated liabilities
Borrowings 19,000 19,179
Systems warranty provision 312 604
Provision for borrowings of Synerject LLC 654 3,897
Consolidated Total Liabilities 24,778 29,946
Consolidated Net Assets/(Liabilities) (6,385) (5,277)
Segment Acquisitions of Non current assets 427 787 - - | 427 ‘ 787 |
(i) Royalty and licence costs include direct patent costs and research and development.
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

REPORTS FOR BUSINESS AND GEOGRAPHICAL SEGMENTS (CONTINUED)

Geographic Segments (secondary reporting)

North America Europe Asia Australia Consolidated
2005 2004 2005 2004 2005 2004 2005 2004 2005 2004
$000's $000's $000's $000's $000's $000's $000's $000's $000's $000's
Segment revenue | 2,423 ‘ 1,971 | 1,154 ‘ 1,542| 2,783 ‘ 5,647 | 4,109 ‘ 5,584 | 10,469 14,744
Segment assets | 745 501 | 185 | 405 | 1,209 | 650 | 8,282 | 10,763 | 10,421 12,319
Acquisitions of non current assets I - ‘ - | - ‘ - | - ‘ - | 427 ‘ 787 | 427 787

In presenting information on the basis of geographical segments, segment revenue is based on the geographical location of customers. Segment assets are based on the geographical location
of the assets.
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9.1

9.2

10.

1.

12.

ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

CASH

Cash at bank

Cash at bank - US dollars

Cash at bank - European currency units
At call deposits - financial institutions
Bank bills

RECEIVABLES

Current
Trade debtors
Less: Provision for doubtful trade debtors

Other debtors

Non-Current
Loans to controlled entities
Provision for diminution in carrying value of controlled entities

INVENTORIES
Raw materials and stores - at recoverable amount

OTHER ASSETS

Current
Prepayments
Deferred costs on foreign currency hedge contracts

OTHER FINANCIAL ASSETS

Investment in PT Texmaco Perkasa Engineering Tbk
- at cost

Investments in controlled entities - at cost

Less: provision for diminution in the carrying value of
investments

CONSOLIDATED

THE COMPANY

2005 2004 2005 2004
$'000 $000 $'000 $'000
44 163 8 9

71 63 - -

26 28 - -
947 1,518 . .
6,884 10,578 1,946 10,578
7,972 12,350 1,954 10,587
2,355 2,731 . -
(47) (25) - -
2,308 2,706 - -
611 679 5 63
2,919 3,385 5 63
. - 14,377 103,265

- - (804) (96,113)
- - 13,573 7,152

12 31 - -

63 438 ; )

3 16 - -

66 454 - -
6,446 6,446 - -
24 . - 346,913 346,913

(6,446) (6,446) (338,146) (335,854)
- - 8,767 11,059

The consolidated entity holds a 0.51% interest in PT Texmaco Perkasa Engineering Tbk, a company incorporated in Indonesia and
listed on the Indonesian Stock Exchange. The principal activities of PT Texmaco Perkasa Engineering Tbk are the manufacture of

industrial equipment and machinery including the development and manufacture of automotive and heavy vehicle engines.

The investment is carried at $Nil being the original cost of $6,446,467 less a provision for diminution in value of $6,446,467.

Orbital has been provided with a guarantee from PT Multikasa Investama, the holding company and major shareholder (69.08%) to
repurchase Orbital’s shares in PT Texmaco Perkasa Engineering Tbk at the request of Orbital prior to 18 December 2008 subject to
certain conditions. The Texmaco group is currently undertaking a debt / capital reconstruction of which the outcome is uncertain,

accordingly this investment has been provided for in full.
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13.

ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

PROPERTY, PLANT AND EQUIPMENT

Freehold land
At deemed cost

Buildings
At deemed cost
Less: accumulated depreciation

Plant and equipment
At cost
Less: accumulated depreciation

At recoverable amount
Less: accumulated depreciation

Leased assets
At cost
Less: accumulated amortisation

Total property, plant and equipment - net book value

Reconciliations

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

Freehold land
Carrying amount at beginning of year
Carrying amount at end of year

Buildings

Carrying amount at beginning of year
Depreciation

Carrying amount at end of year

Plant and equipment

Carrying amount at beginning of year
Additions and transfers

Disposals

Write-downs to recoverable amount
Depreciation

Carrying amount at end of year

Leased assets
Carrying amount at beginning of year
Disposals

Purchased and transferred to plant and equipment

Amortisation
Carrying amount at end of year

CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$'000 $'000 $'000 $'000

1,091 1,091 . .
3,057 3,057 . .
(730) (650) . .
2,327 2,407 - -
14,678 17,942 . .
(10,994) (13,637) . .
3,684 4,305 - -
1,964 1,964 . .
(1,642) (1,555) - -
322 409 - -
- 602 . .
- (365) - -
- 237 - -
7,424 8,449 . .
1,091 1,091 - -
1,091 1,091 - -
2,407 2,488 . .
(80) (81) - -
2,327 2,407 - .
4,714 6,435 . .
625 787 . .
(16) (96) - -
. (844) - -
(1,317) (1,568) - -
4,006 4,714 - -
237 368 - -
- (14) - -
(198) -
(39) (117) - -
- 237 - -
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Interests in Land and Buildings — Australia

Directors’ Valuation

The value at 15 July 2004 of interest in certain land and buildings held by a controlled entity is $4,150,000, based upon an
independent valuation. The valuation was carried out by P Clements (AAPI) on the basis of open market value of the properties

concerned in their existing use.

The carrying value of the land and buildings referred to above is $3,417,609, (2004: $3,497,916). The land and buildings are
recorded at deemed cost; the valuation has not been brought into account.

This valuation is in accordance with the Company’s policy of obtaining an independent valuation of land and buildings every three
years.

NOTE CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$'000 $'000 $'000 $'000
PAYABLES
Current
Trade creditors and accruals 2,013 2,600 - -
Revenues received in advance 336 1,255 - -
2,349 3,855 - -
INTEREST BEARING LIABILITIES
Current
Lease liabilities 21.2 - 167 - -
Non-Current
Lease liabilities 21.2 - 12 - -
Financing Arrangements
The consolidated entity has standby arrangements with banks
to provide support facilities:
Total facilities available
Performance guarantee facility - 69 - -
Corporate credit card facility 250 250 - -
Multi-option credit facility 750 750 250 250
1,000 1,069 250 250
Facilities utilised at balance date
Performance guarantee facility - 69 - -
Corporate credit card facility 5 6 - -
5 75 - -
Facilities not utilised at balance date
Corporate credit card facility 245 244 - -
Multi-option credit facility 750 750 250 250
995 994 250 250

The consolidated entity also has access to a forward exchange contract facility of $3.500 million at 30 June 2005 (2004: $3.500
million) of which $0.652 million has been utilised at 30 June 2005 (2004: $1.361 million).

A first ranking mortgage debenture with fixed and floating charges over the whole of the assets (excluding patents and licences and

technologies) has been granted to the Company’s banker for the establishment of the credit facilities and forward exchange contracts
totalling $4,500,000 (2004: $4,569,055).
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

NON INTEREST BEARING LIABILITIES

Loans and advances from controlled entities
Loans and advances - secured (a)

CONSOLIDATED

THE COMPANY

2005 2004 2005 2004
$'000 $'000 $'000 $'000
11,684 15,138
19,000 19,000 19,000 19,000

19,000

19,000

30,684 34,138

The Government of Western Australia has provided the company with a fully utilised loan facility of $19,000,000 under the terms of a
"Development Agreement". Repayment of this facility will be in full on the date which is 25 years after the date on which the first
advance is made (May 1989), or in any year prior to that date if the aggregate number of OCP engines produced, calculated on a
worldwide basis, exceeds 5,000,000, by equal annual payments, each of one fifth of the loan, on 1 July in the year commencing 1 July
following the year in which such production is achieved. No interest accrues on this facility until such time as the loan becomes

payable.

This loan facility is secured by way of a second ranking floating debenture over the whole of the assets and undertakings of the

Company.

PROVISIONS

Current

Employee entitlements -

Redundancy benefits
Systems warranty (a)
Other

Non-Current

Employee entitlements -

Systems warranty (a)

including on-costs

including on-costs

CONSOLIDATED

THE COMPANY

2005 2004 2005 2004
$'000 $'000 $'000 $'000
1,055 1,272 - -
257 - - -
212 261 - -
16 12 - -
1,540 1,545 B -
1,135 1,127 - -
100 343 - -
1,235 1,470 - -

With the transfer of the marine and recreation system sales business to Synerject LLC, warranty liabilities for all marine and recreation
system sales as from 1 April 2003 are the contractual responsibility of Synerject LLC. Orbital has retained the warranty
responsibilities for product shipped prior to 1 April 2003 until the expiry of the warranty periods, the last of which expires in March

2007.

Aggregate Liability for employee entitlements

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

Discount rate
Settlement term (years)

Number of employees

Number of employees at year end
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

CONSOLIDATED

THE COMPANY

2005 2004 2005 2004
$'000 $'000 $'000 $'000
PROVISIONS (CONTINUED)
Reconciliations (Continued)
Reconciliations of the carrying amounts for each class of
provisions except for employee entitlements, are set out
below:
Surplus lease space - current
Carrying amount at beginning of year - 321 - -
Provision made (credit) during the year - (832) - -
Payments made during the year - (470)
Reclassified (to)/from non current - 981 - -
Carrying amount at end of year - - - -
Surplus lease space - non current
Carrying amount at beginning of year - 981 - -
Reclassified (to)/from current - (981) - -
Carrying amount at end of year - - - -
Other provisions - current
Carrying amount at beginning of year 12 121 - -
Provision made during the year 4 2 - -
Payments made during the year - (111) - -
Carrying amount at end of year 16 12 - -
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

NOTE CONSOLIDATED
2005 2004
$'000 $'000
OTHER NON-CURRENT LIABILITIES
Provision for borrowings of Synerject LLC 18.2 654 3,897

INVESTMENT IN JOINT VENTURE ENTITY (PROVISION FOR BORROWINGS OF SYNERJECT LLC)

As at 30 June 2005, the consolidated entity holds a 50% interest in Synerject LLC, a joint venture entity with Siemens VDO
Automotive Corporation (30 June 2004: 50%). The principal activities of Synerject LLC are the marketing, sale and manufacture,
including research and development in the area of engine management, of non-automotive systems and components and automotive
components related to the Orbital combustion process.

Share of net profit of Synerject LLC (being adjustment to provision for
borrowings of Synerject LLC)

Share of profit from ordinary activities before income tax expense 2,658 2,584
Share of income tax expense (21) (198)
Share of net profit as disclosed by the joint venture entity 2,637 2,386
Adjustment - reversal amortisation of intangible 299 314
Share of net profit of Synerject LLC 2,936 2,700

Provision for borrowings of Synerject LLC
(refer also note 23.1)

Liability at beginning of year (3,897) (6,915)
Share of net profit of Synerject LLC 2,936 2,700
Exchange difference on foreign currency translation 307 318
Liability at end of year (654) (3,897)

Commitments
Share of Synerject LLC's operating lease commitments payable:

Within one year 398 552
One year or later and no later than five years 1,630 1,791
Later than five years 35 492

2,063 2,835

Share of Synerject LLC's plant and equipment expenditure
commitments contracted but not provided for and payable:
Within one year 49 22
One year or later and no later than five years - -
Later than five years - -

49 22
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

INVESTMENT IN JOINT VENTURE ENTITY (PROVISION FOR BORROWINGS OF SYNERJECT LLC) (CONTINUED)

CONSOLIDATED

2005 2004
$'000 $'000
Summary financial position of Synerject LLC
The consolidated entity's share of assets and liabilities of Synerject LLC
is as follows:
Current assets 9,137 7,494
Non-current assets 7,562 9,716
Total assets 16,699 17,210
Current liabilities 6,546 6,080
Non-current liabilities 6,808 10,314
Total liabilities 13,354 16,394
Net assets - as reported by Synerject LLC 3,345 816
Foreign currency translation reserve (456) (496)
Elimination of inter-entity transactions
Elimination of intangibles (net of amortisation) (3,543) (4,217)
Net asset/(deficiency) - adjusted (654) (3,897)

Potential future changes to percentage shareholding in Synerject LLC

As at 30 June 2005, the consolidated entity holds a 50% interest in Synerject LLC, a joint venture entity with Siemens VDO
Automotive Corporation (30 June 2004: 50%).

Synerject was restructured and refinanced during fiscal year 2003. In January 2003, new financing arrangements were put in place
for Synerject until 30 September 2006. As part of the restructure, in April 2003, Synerject acquired, by way of capital contributions
from each joint venturer, the operations of Orbital’s marine and recreation system sales business and Siemens VDO’s non-automotive
systems business. The actual performance of each of these contributed businesses in the period to 30 June 2006, compared to the
planned performances, will be reviewed to determine the adjustment (if any) to the percentage shareholdings of Orbital and Siemens
VDO in Synerject.

The maximum change in shareholdings as a result of the above is 10% i.e. ownership percentages of 40 : 60.

As equity accounting for Synerject has been discontinued until losses are recouped there would be no change in the provision for
borrowings of Synerject in Orbital’s financial statements at 30 June 2005 as a result of any recalculation above.

There is an option for the joint venturer who has the minority shareholding at 30 June 2006 to reinstate the 50 : 50 ownership by
purchasing shares from the other joint venturer at a price of US$400,000 for each 1% of Synerject.
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$'000 $'000 $'000 $'000
CONTRIBUTED EQUITY
Issued and paid-up capital
410,595,878 (2004: 410,017,878) ordinary shares, fully paid 216,768 216,768 216,768 216,768

Ordinary Shares

Balance at the beginning of year 216,768 213,467 216,768 213,467
Shares issued:

578,000 (2004: 645,604) shares issued pursuant to employee

share plans - - - -
Nil (2004: 29,392,691) shares issued pursuant to share

purchase plan - 3,527 - 3,527
Transaction costs arising from issue of shares pursuant to

share purchase plan - (226) - (226)

216,768 216,768 216,768 216,768

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 all other shareholders and creditors and are fully entitled
to any proceeds of liquidation.

Employee Share Plans

Under Employee Share Plan No. 1 each eligible employee is offered fully paid ordinary shares to the value of $1,000 per annum,
while under Employee Share Plan No. 2 shares may be offered to eligible employees at the discretion of the Board of Directors.

During the year there were 578,000 shares issued under Plan 1 to eligible employees at a market value of $0.080 million (2004:
495,604 shares with market value of $0.092 million).

The Company also has in place an Executive Long Term Share Plan. Under this Plan, senior executives of the Company participate
in a performance related offer of shares. Performance conditions based on the relative ranking of the total shareholder return of the
Company to a group of selected peers, over a 3 year period, apply to determine the number of shares (if any) to be granted to
executives. During the year, a total of 2,115,000 shares were offered to 12 executives (2004: 1,780,000 shares offered to 13
executives). At the discretion of the Board of Directors, during the 2004 year 150,000 shares were issued under the Executive Long
Term Plan to retrenched executives.

Employee Share Options
No options over unissued shares were granted during or since the end of the 2005 financial year. The names of the persons who
currently hold options are entered in the register of options kept by the Company pursuant to Section 170 of the Corporations Act

2001. The register may be inspected free of charge.

At the date of this report, the following options over unissued ordinary shares were outstanding under previous employee share plans.

SERIES A SERIES B
Year Number Exercise Exoiration Date Number Exercise Expiration Date Total Outstanding
Outstanding Price $ P Outstanding Price $ P
2000 828,000 1.61 28 Sep 2005 905,300 1.79 28 Sep 2005 1,733,300

These options do not entitle the holder to participate in any share issue of any other corporation.
The market value of shares under these options at 30 June 2005 was $0.10 (30 June 2004: $0.14).

2000 Series B options are only exercisable once their hurdle price of $2.42 has been attained.
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

CONSOLIDATED THE COMPANY
2005 2004 2005 2004
$'000 $'000 $'000 $'000
ACCUMULATED LOSSES
Accumulated losses at beginning of the year (222,045) (225,450) (222,045) (225,450)
Net profit/(loss) attributable to members of the parent entity (1,108) 3,405 (1,108) 3,405
Accumulated losses at end of the year (223,153) (222,045) (223,153) (222,045)
COMMITMENTS
Operating Lease Commitments
Non-cancellable future operating lease rentals not provided for
in the financial statements and payable:
- Not later than one year 14 64 - -
- Later than one year but not later than five years 33 - - -
47 64 - -
Finance Lease Commitments
Finance lease rentals are payable as follows:
- Not later than one year - 172 - -
- Later than one year but not later than five years - 12 - -
- 184 - -
- Less: Future lease finance charges - (5) - -
- 179 - -
Lease liabilities provided for in the financial statements
- Current 15.1 - 167 - -
- Non-current 15.2 - 12 - -
Total lease liabilities - 179 - -

SUPERANNUATION COMMITMENTS

Orbital 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.

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.

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 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 2005, Orbital's share of Synerject’s financing
obligations amounted to A$9.189 million (US$7.000 million) (30 June 2004: A$12.225 million (US$8.500 million)).

The Company has booked a liability of A$0.654 million (30 June 2004: A$3.897 million) in the financial statements with respect to its
50% share of the adjusted net asset deficiency of Synerject LLC which includes Synerject LLC’s borrowing obligations to Siemens
VDO Automotive Corporation above, (refer note 18).

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. 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.
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

PARTICULARS IN RELATION TO CONTROLLED ENTITIES

Note Class of Consolidated Entity
Shares Interest
Orbital Corporation Limited 2005 2004
% %
Controlled Entities, incorporated and carrying on business in:

Australia

- Orbital Australia Pty Ltd Ord 100 100

(previously Orbital Engine Company (Australia) Pty Ltd)

- Orbital Australia Manufacturing Pty Ltd Ord 100 100
- OEC Pty Ltd Ord 100 100
- Axiom Invest No. 2 Pty Ltd (a),(b) Ord 71.3 71.3
- S T Management Pty Ltd (b1) Ord 100 100
- OFT Australia Pty Ltd (b1) Ord 100 100
- Investment Development Funding Pty Ltd (b) Ord 100 100
- Power Investment Funding Pty Ltd (b) Ord 100 100
- Orbital Environmental Pty Ltd (b) Ord 100 100
United States of America

- Orbital Holdings (USA) Inc. (b) Ord 100 100
- Orbital Fluid Technologies Inc. Ord 100 100
- Orbital Engine Company (USA) Inc. (b) Ord 100 100
- Orbital SEFIS Company LLC (b) Ord 100 100
United Kingdom

- Orbital Engine Company (UK) Ltd (b) Ord 100 100

Under a technology investment transaction entered into in 1997, Orbital is required to make certain royalty payments to the investor,
Axiom Invest No. 2 Pty Ltd (Axiom). Those royalties represent a percentage of the distributions received by Orbital up to 30 January

2006 from commercialisation arrangements to which it is a party in the non-automotive area (notably Synerject).

transaction, Orbital has acquired a 71.3% interest in Axiom. The minority shareholder has a put option under which it has the right to
require Orbital to purchase its shares in Axiom on 30 January 2006, or earlier in certain circumstances, including default by Orbital,

such as failure to make royalty payments when required.

Dormant for the years ended 30 June 2005 and 30 June 2004.

Dormant for the years ended 30 June 2005 and 30 June 2004 apart from inter-group debt forgiveness.
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(b)

ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

RELATED PARTIES
Directors and Specified Executives

The names of each person holding the position of director of Orbital Corporation Limited during the year are Messrs D W J Bourke, P
C Cook, J R Marshall and J G Young.

Details of directors’ and specified executives’ remuneration and retirement benefits are set out in the Remuneration Report
incorporated within the Directors’ Report. (Refer pages 11 to 15).

No director has entered into a material contract with the Company or the consolidated entity since the end of the previous financial
year and there were no material contracts involving director’ interests subsisting at year end.

Controlled Entities

Details of interest in controlled entities are set out in Note 24. Details of dealings with controlled entities are set out below:
Intercompany Loans

The aggregate amounts receivable from/payable to wholly owned controlled entities by the Company at balance date:

THE COMPANY

2005 2004
$'000 $'000
Receivables (after provision)
Non-current 13,573 7,152
Borrowings
Non-current 11,684 15,138

Interest is not charged on inter-company loans.
Transactions

During the year the Company and controlled entities purchased goods and services from other entities within the wholly-owned group.
These transactions are in the ordinary course of business and on normal commercial terms and conditions.

As from 1 July 2002 all salary costs, directors’ fees, audit and taxation fees, insurance costs, stock exchange and shareholder costs
and other overheads of the Company, have been incurred and paid for by the main trading company within Australia, Orbital Australia
Pty Limited, which is a wholly owned subsidiary of Orbital Corporation Limited.

Other Related Parties

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

Receivables and Payables

The aggregate amounts receivable from/payable to Synerject LLC by the consolidated entity at balance date are:

CONSOLIDATED

2005 2004
$'000 $'000
Receivables
Current 44 66
Payables
Current 58 16
Transactions

During the year the consolidated entity provided engineering services to Synerject LLC of $0.147 million (2004: $0.376 million) and
purchased goods and services to the value of $0.176 million (2004: $0.365 million) from Synerject LLC. All transactions are in the
ordinary course of business and on normal commercial terms and conditions.
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

26. NOTES TO THE STATEMENTS OF CASH FLOWS
26.1 Reconciliation of Cash
For the purpose of the Statements of Cash Flows, cash includes cash on hand, cash at bank and short term deposits at call (net of

outstanding bank overdrafts). Cash as at the end of the financial year, as shown in the Statements of Cash Flows is reconciled to the
related items in the Statement of Financial Position as follows:

NOTE CONSOLIDATED THE COMPANY

2005 2004 2005 2004

$'000 $'000 $'000 $'000
Cash 7,972 12,350 1,954 10,587

26.2 Reconciliation of loss from ordinary activities after

income tax to net cash used in operating activities
Profit/(loss) from ordinary activities after income tax (1,108) 3,405 (1,108) 3,405
Add/(less) items classified as investing/financing
activities:
Profit on sale of property, plant and equipment 2 (40) (201) - -
Add/(less) non-cash items:
Depreciation 3.3 1,397 1,649 - -
Amortisation of leased assets 3.3 39 117 - -
Plant and equipment write-down 3.3 - 844 - -
Provision for doubtful debts 3.3 22 8 - -
Amounts set aside for redundancy provision 3.1 257 (107) - -
Reversal surplus lease space provision - (832) - -
Amounts set aside to warranty and other provisions (229) (440) - -
Share of net profit of joint venture entity (2,936) (2,700) - -
Net foreign exchange gains 2 (349) (367) (955) (423)
Provision against carrying value of investments and
receivables from controlled entities - - 2,292 (2,453)
Net cash provided by/(used in) operating activities before
changes in assets and liabilities (2,947) 1,376 229 529
Changes in assets and liabilities during the year:
Decrease/(increase) in receivables 457 (93) 58 (51)
Decrease in inventories 19 63 - -
(Increase)/decrease in prepayments and other 375 245 - -
(Decrease)/increase in payables (1,515) (107) - -
(Decrease)/increase in employee provisions (209) (209) - -
(Decrease)/increase in other provisions - (581) - -

(873) (682) 58 (51)
Net cash provided by/(used in) operating activities (3,820) 694 287 478
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE

Foreign Exchange Risk

The consolidated entity may enter into forward exchange contracts to hedge certain firm sale and purchase commitments
denominated in foreign currencies (principally United States dollars). The terms of these derivatives and commitments are rarely

more than one year.

The following table sets out the gross value to be received under foreign currency contracts, the weighted average contracted
exchange rates and the settlement periods of outstanding contracts for the consolidated entity.

CONSOLIDATED

2005 2004 2005 2004
Weighted average rate $'000 $'000
Sell US dollars
Not later than one year 0.7666 0.6983 652 1,361

Foreign currency receivables and payables have been translated in the Statement of Financial Position at year end, utilising the
exchange rates applicable as at 30 June 2005 being: United States Dollars 0.7618 and European Currency Units 0.6394 (2004:
0.6936, 0.5795 and Japanese Yen 75.67 respectively).

The Australian dollar equivalents of unhedged amounts receivable or payable in foreign currencies at year end, translated at the
exchange rates applicable to the underlying transactions, are as follows:

CONSOLIDATED THE COMPANY
AVERAGE RATE 2005 2004 2005 2004
2005 2004 $'000 $'000 $'000 $'000
United States Dollars
Amounts Receivable
Current 0.7747 0.6993 449 127 - -
Amounts Payable
Current 0.7659 0.7101 61 41 - -
Non current 0.6100 0.6100 - - 9,624 12,124
European Currency Units
Amounts Receivable
Current 0.6079 0.5779 84 46 - -
Japanese Yen
Amounts Receivable
Current - 80.55 - 32 - -

Credit Risk

Credit risk represents the accounting loss that would be recognised if counterparties failed to perform as contracted. The risk that
counterparties to derivative financial instruments might default on obligations is monitored.

The credit risk on financial assets, excluding investments of the consolidated entity that have been recognised in the statement of

financial position, is the carrying amount, net of any provision for doubtful debts. The consolidated entity minimises concentrations of
credit risk by undertaking transactions with a number of customers in various countries.
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27. ADDITIONAL FINANCIAL INSTRUMENTS DISCLOSURE (CONTINUED)

27.3 Interest Risk

Fixed Interest

Weighted Floating Maturing In Non-
average interest 1 year 1to 2 interest
interest rate or less years bearing Total
rate $'000 $'000 $'000 $'000 $'000
2005
Financial assets
Cash assets 5.54% 1,088 6,884 - - 7,972
Receivables - - - - 2,919 2,919
1,088 6,884 - 2,919 10,891
Financial liabilities
Payables - - - - 2,349 2,349
Non interest bearing loan - - - - 19,000 19,000
Employee benefits 5.11% 2,447 - - - 2,447
2,447 - - 21,349 23,796
2004
Financial assets
Cash assets 5.32% 1,772 10,578 - - 12,350
Receivables - - - - 3,385 3,385
1,772 10,578 - 3,385 15,735
Financial liabilities
Payables - - - - 3,855 3,855
Non interest bearing loan - - - - 19,000 19,000
Lease liabilities 5.71% - 167 12 - 179
Employee benefits 6.00% 2,398 - - - 2,398
2,398 167 12 22,855 25,432
274 Net Fair Values of Financial Assets and Liabilities

Monetary financial assets and financial liabilities not readily traded in an organised financial market are determined by valuing them at
the present value of contractual future cash flows on amounts due from customers or due to suppliers.

CONSOLIDATED

2005 2004
Carrying Net fair Carrying Net fair
amount value amount value
$'000 $'000 $'000 $'000
Net fair values
Recognised financial instruments
The carrying amounts and net fair values of financial
assets and liabilities as at the reporting date are as
follows:
Financial assets
Cash assets 7,972 7,972 12,350 12,350
Receivables 2,919 2,919 3,385 3,385
Forward foreign exchange contracts 3 7 9 (23)
Financial liabilities
Payables 2,349 2,349 3,855 3,855
Non interest bearing loan 19,000 12,187 19,000 11,595
Lease liabilities - - 179 179
Employee benefits 2,447 2,447 2,399 2,399
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING STANDARDS (AIFRS)

For reporting periods beginning on or after 1 January 2005, the consolidated entity must comply with Australian equivalents to
International Financial Reporting Standards (AIFRS) as issued by the Australian Accounting Standards Board.

This financial report has been prepared in accordance with Australian accounting standards and other financial reporting requirements
(Australian GAAP) applicable for reporting periods ending on 30 June 2005.

Transition Management

The Board has established a formal implementation project, monitored by the Audit Committee, to assess the impact of transition to
AIFRS and to achieve compliance with AIFRS reporting for the financial year commencing 1 July 2005.

The project is achieving its scheduled milestones and the consolidated entity is expected to be in a position to fully comply with the
requirements of AIFRS for the 30 June 2006 financial year.

Assessment and planning phase

The assessment and planning phase generated a high level overview of the impacts of conversion to AIFRS reporting on existing
accounting and reporting policies and procedures, systems and processes, business structures and staff. This phase included:

. high level identification of the key differences in accounting policies and disclosures that are expected to arise from adopting
AIFRS;

. assessment of new information requirements affecting management information systems, as well as the impact on the business
and its key processes;

. evaluation of the implications for staff; for example, training requirements.

The assessment and planning phase is complete as at 30 June 2005.
Design and implementation phase

This phase formulated the changes required to existing accounting policies and procedures and systems and processes in order to
transition to AIFRS.

This phase incorporated:

. formulation of revised accounting policies and procedures for compliance with AIFRS requirements;

. identification of potential financial impacts as at the transition date and for subsequent reporting periods prior to adoption of
AIFRS;

development of revised AIFRS disclosures;

design of accounting and business processes to support AIFRS reporting obligations;

identification and planning of required changes to financial reporting and business source systems;

development of training programs for staff; and

implementation of identified changes to accounting and business procedures, processes and systems and operational training
for staff enabling the consolidated entity to generate the required reconciliations and disclosures of AASB 1 First Time Adoption
of Australian Equivalents to International Financial Reporting Standards.

This phase is substantially complete as at 30 June 2005.
Impact of transition to AIFRS

The impact of transition to AIFRS, including the transitional adjustments disclosed in the reconciliations from current Australian GAAP
to AIFRS, and the selection and application of AIFRS accounting policies, is based on AIFRS standards that management expect to
be in place, or where applicable, early adopted, when preparing the first complete AIFRS financial report (being the half-year ending
31 December 2005). Only a complete set of financial statements and notes together with comparative balances can provide a true
and fair presentation of the Company’s and consolidated entity’s financial position, results of operations and cash flows in accordance
with AIFRS. This note provides only a summary; therefore, further disclosure and explanations will be required in the first complete
AIFRS financial report for a true and fair view to be presented under AIFRS.

There is a significant amount of judgement involved in the preparation of the reconciliations from current Australian GAAP to AIFRS.
Consequently the final reconciliations presented in the first financial report prepared in accordance with AIFRS may vary materially
from the reconciliations provided in this note.

Revisions to the selection and application of the AIFRS accounting policies may be required as a result of: -

= changes in financial reporting requirements that are relevant to the Company’s and consolidated entity’s first complete AIFRS
financial report arising from new or revised accounting standards or interpretations issued by the Australian Accounting
Standards Board subsequent to the preparation of the 30 June 2005 financial report;

. additional guidance on the application of AIFRS in a particular industry or to a particular transaction;

. changes to the Company’s and consolidated entity’s operations.

The rules for first time adoption of AIFRS are set out in AASB 1 First Time Adoption of Australian Equivalents to International
Financial Reporting Standards. In general, AIFRS accounting policies must be applied retrospectively to determine the opening
AIFRS balance sheet as at transition date, being 1 July 2004. The Standard allows a number of exemptions to this general principle
to assist in the transition to reporting under AIFRS. The accounting policies note includes details of the AASB 1 elections adopted.

The significant changes in accounting policies expected to be adopted in preparing the AIFRS reconciliations and the elections
expected to be made under AASB 1 are set out below:
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
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IMPACT OF ADOPTING AIFRS CONSOLIDATED CONSOLIDATED THE COMPANY THE COMPANY
(CONTINUED) 1 JULY 2004 30 JUNE 2005 1 JULY 2004 30 JUNE 2005

AGAAP Transition AIFRS AGAAP Transition AIFRS AGAAP Transition AIFRS AGAAP Transition AIFRS
Reconciliations of statements of financial position impact impact impact impact

$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000

Current Assets
Cash 12,350 - 12,350 7,972 - 7,972 10,587 - 10,587 1,954 - 1,954
Receivables 3,385 - 3,385 2,919 - 2,919 63 - 63 5 - 5
Inventories 31 - 31 12 - 12 - - - - - -
Other 454 - 454 66 - 66 - - - - - -
Total Current Assets 16,220 - 16,220 10,969 - 10,969 10,650 - 10,650 1,959 - 1,959

Non-Current Assets

Receivables - - - - - - 7,152 - 7,152 13,573 - 13,573
Other financial assets - - - - - - 11,059 6,360 17,419 8,767 6,300 15,067
Property, plant & equipment (note a) 8,449 - 8,449 7,424 - 7,424 - - - - - -
Deferred tax assets (note b) - 6,540 6,540 - 6,300 6,300 - 180 180 - - -
Total Non-Current Assets 8,449 6,540 14,989 7,424 6,300 13,724 18,211 6,540 24,751 22,340 6,300 28,640
Total Assets 24,669 6,540 31,209 18,393 6,300 24,693 28,861 6,540 35,401 24,299 6,300 30,599

Current Liabilities

Payables 3,855 - 3,855 2,349 - 2,349 - - - - - -
Interest-bearing liabilities 167 - 167 - - - - - - - - -
Provisions 1,545 - 1,545 1,540 - 1,540 - - - - - -
Total Current Liabilities 5,567 - 5,567 3,889 - 3,889 - - - - - -

Non-Current Liabilities

Interest-bearing liabilities 12 - 12 - - - - - - - - -
Non interest-bearing liabilities 19,000 - 19,000 19,000 - 19,000 34,138 - 34,138 30,684 - 30,684
Provisions 1,470 - 1,470 1,235 - 1,235 - - - - - -
Other 3,897 - 3,897 654 - 654 - - - - - -
Total Non-Current Liabilities 24,379 - 24,379 20,889 - 20,889 34,138 - 34,138 30,684 - 30,684
Total Liabilities 29,946 - 29,946 24,778 - 24,778 34,138 - 34,138 30,684 - 30,684
Net Assets/(Liabilities) (5,277) 6,540 1,263 (6,385) 6,300 (85) (5,277) 6,540 1,263 (6,385) 6,300 (85)
Equity

Contributed equity (note c) 216,768 - 216,768 216,768 - 216,768 216,768 - 216,768 216,768 - 216,768
Reserves (note d) - - - - (371) (371) - - - - - -
Accumulated losses (222,045) 6,540 (215,505) (223,153) 6,671 (216,482) (222,045) 6,540 (215,505) (223,153) 6,300 (216,853)
Total Equity/(Deficiency) (5,277) 6,540 1,263 (6,385) 6,300 (85) (5,277) 6,540 1,263 (6,385) 6,300 (85)
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CONSOLIDATED

IMPACT OF ADOPTING AIFRS (CONTINUED) For the year ended 30 June 2005
AGAAP Transition AIFRS
Reconciliations of statements of financial performance impact
$'000 $'000 $'000
Revenue from trading activities 10,469 - 10,469
Net exchange gains/(losses) on translation of
foreign controlled entities (note d) (371) 371 -
Other income from ordinary activities (note a) 1,499 (16) 1,483
Total Revenue 11,597 355 11,952
Borrowing costs - Interest expense (3) - (3)
Net book value of asset disposals (note a) (16) 16 -

Employee compensation (expense) / credit
(note c) - (1) (1)
Provision for (diminution) in the carrying value

of controlled entities - - -

Other expenses from ordinary activities (15,736) - (15,736)

Share of net profit of Synerject LLC 2,936 - 2,936

Profit/(loss) from ordinary activities before (1,222) 370 (852)
related income tax

Income tax (expense) / benefit (note b) 114 (240) (126)

Net Profit/(loss) after related income tax (1,108) 130 (978)
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AGAAP Transition AIFRS
impact

$'000 $'000 $'000
1,184 - 1,184
1,184 - 1,184
- (1 (1
(2,292) 311 (1,981)
(1,108) 310 (798)
- (180) (180)
(1,108) 130 (978)
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2005

IMPACT OF ADOPTING AIFRS (CONTINUED)

$'000 $'000

Accumulated (losses) reconciliations:
Accumulated (losses) as at 1 July 2004 under AGAAP (222,045) (222,045)
AIFRS reconciliation:

- Impact of taxation (note b) 6,540 180

- Carrying value of controlled entities - 6,360
Accumulated (losses) as at 1 July 2004 under AIFRS (215,505) (215,505)
Accumulated (losses) as at 30 June 2005 under AGAAP (223,153) (223,153)
AIFRS reconciliation:

- Impact of taxation (note b) 6,300 -

- Employee share compensation expense (note c) (1) (1)

- Loss on translation of foreign

controlled entities (note d) 371 -

- Share based payments (note c) 1 1

- Carrying value of controlled entities - 6,300
Accumulated (losses) as at 30 June 2005 under AIFRS (216,482) (216,853)
AIFRS reconciliation:

- Non interest bearing liabilities to

amortised cost (note e) 6,813 6,813

Accumulated (losses) as at 1 July 2005 under AIFRS (209,669) (210,040)

Property, plant and equipment

CONSOLIDATED

THE COMPANY

Property, plant and equipment will be measured at cost under AIFRS. However, as permitted by the election available under AASB 1,
at transition freehold land and buildings are expected to be recognised at deemed cost, being a revalued amount prior to transition
date that approximates the fair value as at the date of transition.

The asset revaluation reserve balance relating to these assets is nil and therefore there will be no derecognition required at transition
date.

Under AIFRS the gain or loss on the disposal of property, plant and equipment will be recognised on a net basis as a gain or loss
rather than separately recognising the consideration received as revenue. For the consolidated entity an amount of $16,000 is
expected to be reclassified from revenue to other expenses for the financial year ended 30 June 2005. No adjustment is expected for
the Company.
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
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IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING STANDARDS (AIFRS)
(CONTINUED)

Taxation

On transition to AIFRS the balance sheet method of tax effect accounting will be adopted, rather than the liability method applied
currently under Australian GAAP.

Under the balance sheet approach, income tax on the profit and loss for the year comprises current and deferred taxes. Income tax
will be recognised in the income statement except to the extent that it relates to items recognised directly in equity, in which case it will
be recognised in equity.

A deferred tax asset will be recognised to the extent that it is probable that future taxable profits will be available against which the
asset can be utilised rather than a ‘virtual certainty’ test under Australian GAAP. This will result in earlier recognition of previously
unrecognised tax losses. Deferred tax assets will be reduced to the extent it is no longer probable that the related tax benefit will be
realised.

The expected impact on the consolidated entity, at 1 July 2004, of the change in basis and the transition adjustments on the deferred
tax balances and the previously reported tax expense is an increase in deferred tax assets of $6,540,000 and an increase in retained
earnings of $6,540,000. These adjustments in respect of the Company are expected to be $180,000 and $180,000 respectively.

The expected impact of the change in basis on the tax expense for the financial year ended 30 June 2005 is an increase in tax
expense by $240,000 for the consolidated entity and $180,000 for the Company. Deferred tax assets and deferred tax liabilities of the
consolidated entity are expected to increase by $6,300,000 and $Nil respectively as at 30 June 2005. For the Company the expected
impact at 30 June 2005 is an increase in deferred tax assets of $Nil and an increase in deferred tax liabilities of $Nil.

Employee Benefits
Share based payments
Under current Australian GAAP no expense is recognised for options or shares issued to employees.

Under AIFRS, the fair value of options and shares granted must be recognised as an employee benefit expense with a corresponding
increase in equity. The fair value will be measured at grant date taking into account market performance conditions only, and spread
over the vesting period during which the employees become unconditionally entitled to the performance — based shares. Options
have not been issued since the year ended 30 June 2000 and there will be no expense recognised in this or future reporting periods
in relation to the option plan. The fair value of shares will be measured having regard to the conditions attached to the shares and the
consolidated entity’s estimate of shares that will eventually vest.

In accordance with AASB 1, no adjustment will be made for share based payments granted before 7 November 2002 which have
vested before 1 January 2005. Shares granted after 7 November 2002 remaining unvested at 1 July 2004 will be recognised in the
opening balance sheet through retained earnings resulting in a nil profit and loss impact on transition.

For the financial year ended 30 June 2005, employee benefits expense and retained earnings are expected to be increased by $1,000
in the consolidated entity and $1,000 in the Company, representing shares expense for the period.

Foreign Currency
Financial statements of foreign operations

Under current Australian GAAP Orbital considers its foreign operations as integrated and therefore the assets and liabilities of
operations that are integrated are translated using the temporal method. Monetary assets and liabilities are translated at rates of
exchange at reporting date, while non-monetary items and revenue and expense items are translated at exchange rates current when
the transactions occurred. Exchange differences arising on translation are brought to account in the statement of financial
performance.

Under AIFRS each entity in the consolidated entity determines its functional currency being the currency of the primary economic
environment in which the entity operates reflecting the underlying transactions, events and conditions that are relevant to the entity.
The entity maintains its books and records in its functional currency.

The assets and liabilities of foreign operations are translated from the entity’s functional currency to the consolidated entity’s
presentation currency of Australian dollars at foreign exchange rates ruling at reporting date. The revenues and expenses of foreign
operations are translated to Australian dollars at the exchange rates approximating the exchange rates ruling at the date of the
transactions. Foreign exchange differences arising on translation are recognised directly in a separate component of equity.

The functional currency for Orbital’s foreign subsidiaries based in the United States has been determined to be US dollars.
This differing treatment is expected to result in $0.371 million in foreign exchange translation losses of the consolidated entity for the
year ended 30 June 2005 being reclassified to foreign currency translation reserve under AIFRS, thereby improving the result for the

period.

On disposal of a foreign operation, the amount recognised in the foreign currency translation reserve attributable to the foreign
operation is included in the calculation of gain or loss on disposal and recycled through the current year income statement.
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IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING STANDARDS (AIFRS)
(CONTINUED)

Financial Instruments

Orbital expects to take advantage of the election in AASB 1 to not restate comparatives for AASB 132 Financial Instruments:
Disclosure and Presentation, and AASB 139 Financial Instruments: Recognition and Measurement. There are no expected
adjustments in relation to these standards for 1 July 2004 or the financial year ended 30 June 2005 as current Australian GAAP is
expected to continue to apply.

The consolidated entity has followed Australian GAAP in accounting for financial instruments within the scope of AASB 132 and AASB
139 as described in Note 1 Statement of significant accounting policies.

As at 1 July 2005 the expected adjustment is that the $19,000,000 non-interest bearing loan from the Government of Western
Australia is to be restated at amortised cost using the effective interest rate method. This is expected to result in a decrease in non-
current loans payable of $6,812,769 and a corresponding increase to retained earnings (decrease to accumulated losses) together
with an interest charge for the year ended 30 June 2006 of $622,170.

CONSOLIDATED THE COMPANY
Total Shareholders Equity/(Deficiency) $'000 $'000
Total Equity/(Deficiency) as at 30 June 2005 under AIFRS (85) (85)
- Non interest bearing liabilities to
amortised cost (note €) 6,813 6,813
Total Equity/(Deficiency) as at 1 July 2005 under AIFRS 6,728 6,728

Impact of change in accounting policy on prior periods

The nature of the main adjustments to the transitional AIFRS balance sheet as at 1 July 2004 and the statement of financial
performance for the financial year ended 30 June 2005 to achieve full compliance with AIFRS had accounting standards AASB 132
Financial Instruments: Disclosure and Presentation and AASB 139 Financial Instruments: Recognition and Measurement been
applied from 1 July 2004 would have been:

=  The $19,000,000 non-interest bearing loan from the Government of Western Australia would have been restated at amortised
cost using the effective interest rate method. This would be expected to result in a decrease in non-current loans payable of
$7,404,719 and a corresponding increase to retained earnings (decrease to accumulated losses) together with an interest
charge for the year ended 30 June 2005 of $591,951.

Equity accounting investment in Synerject LLC

Under AUS GAAP the consolidated entity discontinues equity accounting when the equity accounted investment is reduced to $nil
and the consolidated entity takes up a provision to the extent of probable future sacrifices of economic benefits arising as a result of
Orbital guarantee of Synerject obligations.

Under AIFRS the consolidated entity discontinues equity accounting when the equity accounted investment is reduced to zero and the
consolidated entity provides for additional losses and recognises a liability to the extent that the consolidated entity has incurred legal
obligations such as Orbital’'s guarantee of Synerject obligations. AIFRS applies the requirements of AASB139 (Financial instruments:
Recognition and measurement) to determine whether it is necessary to recognise any additional loss with respect to the consolidated
entity’s net investment in the associate. These requirements include estimating the present value of the estimated future cash flows
expected to be generated by the associate.

The differing standards are not expected to result in a difference in the carrying value of the provision for borrowings of Synerject LLC
as at 1 July 2004 or 30 June 2005 or a profit or loss adjustment for the year ended 30 June 2005.
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
SUPPLEMENTARY FINANCIAL INFORMATION
IN ACCORDANCE WITH UNITED STATES GAAP

FOR THE YEAR ENDED 30 JUNE 2005

2005 2004 2003

NOTE A$'000 A$'000 A$'000
RECONCILIATION OF ACCOUNTS TO US GAAP
Profit and Loss Account
Net profit (loss) reported under AUS GAAP (1,108) 3,405 (1,865)
Employee stock compensation 3(a) (249) (122) (254)
Licence and marketing agreements 3(b) - - 484
Deferred tax asset 3(c) (1,340) 6,540 -
Accounting standard change AUS GAAP 3(d) - - (40)
Foreign currency hedge contracts 3(e) 32 (32) -
Net profit/(loss) according to US GAAP (2,665) 9,791 (1,675)
Profit/(loss) per ordinary share - US GAAP (A cents)
- Basic (0.65) 2.40 (0.47)
- Diluted (0.65) 2.40 (0.47)
Profit/(loss) per American Depositary Share (ADS) - US GAAP (A cents)
- Basic (25.97) 95.87 (18.76)
- Diluted (25.97) 95.87 (18.76)
Number of ordinary shares in calculation (000's)
- Basic 410,404 408,509 357,060
- Diluted 410,404 408,509 357,060

The options exercisable under the Company’s Employee Share Plan have been excluded from this calculation as their effect is

anti-dilutive.

Shareholders' Equity

Shareholders' equity reported per AUS GAAP financial statements (6,385) (5,277) (11,983)
Deferred tax assets 3 (c) 5,200 6,540 -
Foreign currency hedge contracts 3(e) - (32) -
Share of Synerject foreign currency translation reserve - equity accounted

under US GAAP 3(f) 456 - -
Shareholders' equity/(deficit) according to US GAAP (729) 1,231 (11,983)
Reconciliation of movements in Shareholders’ Equity

according to US GAAP

Shareholders' equity/(deficit) according to US GAAP at the beginning of the

period 1,231 (11,983) (13,189)
Net profit/(loss) according to US GAAP (2,665) 9,791 (1,675)
Equity issues - employee stock compensation 249 122 254
Equity issues - share purchase plan and placement (net of issue costs) - 3,301 2,627
Share of movement of Synerject foreign currency translation reserve 456 - -
Shareholders' equity (deficit) according to US GAAP (729) 1,231 (11,983)
Consolidated Balance Sheets

Total assets reported per AUS GAAP financial statements 18,393 24,669 23,482
Deferred tax assets 3(c) 5,200 6,540 -
Foreign currency hedge contracts - deferred costs 3(e) - (16) -
Total assets according to US GAAP 23,593 31,193 23,482
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(c)

ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
SUPPLEMENTARY FINANCIAL INFORMATION
IN ACCORDANCE WITH UNITED STATES GAAP
FOR THE YEAR ENDED 30 JUNE 2005

2005 2005*

A$'000 US$'000
SUMMARY FINANCIAL DATA PREPARED IN ACCORDANCE WITH US GAAP
Statement of Earnings Data
Total revenue 11,597 8,835
Net profit (2,665) (2,030)
Balance Sheet Data at Year End
Current assets 10,969 8,356
Total assets 23,593 17,973
Current liabilities 3,889 2,963
Total long-term debt 19,000 14,474
Other non-current liabilities 1,433 1,092
Total shareholders' equity (729) (555)
* Balance Sheet and Profit and Loss items have been translated at Westpac Banking Corporation’s published buy rate for

telegraphic transfers which was US$0.7618 = A$1.00 on 30 June 2005. Such translations are provided for information
purposes only.

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 (ii) 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.

Licence and Marketing Agreements

A profit and loss difference for the year ended 30 June 2005, totalling $Nil (2004: $Nil; 2003: $0.484 million) 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 with 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. If the criteria
are not met, the transaction should be recorded at the carrying amount of the asset surrendered. Under US GAAP, certain licence
fees and pre-paid marketing relating to a licence and marketing agreement entered into during the year ended 30 June 2000 have not
been recognised. Under AUS GAAP the licence fees were recognised and a prepaid marketing expense was capitalised and
systematically amortised on a straight line basis. The balance of the prepaid marketing expense under AUS GAAP as at 30 June
2003, 30 June 2004 and 30 June 2005 was $Nil.

Deferred Tax Asset

Under AUS GAAP a deferred tax asset in relation to carry forward income tax losses can only be recognised when the realisation of the
asset is virtually certain. Based on an assessment of certainty no asset has been recognised as at 30 June 2005.

Under US GAAP deferred tax assets are recognised to the extent the likelihood of realising the tax benefit is determined to be more likely
than not. Therefore US GAAP provides for a lower recognition threshold than AUS GAAP. At 30 June 2004, the directors believed that in
accordance with US GAAP and projections for future taxable income it is more likely than not that a tax benefit of A$6.540 million will be
realised from carry forward tax losses and therefore recognised a deferred tax asset to such an extent.

Gross income tax losses at 30 June 2005 total approximately US$54.006 million and A$49.583 million in the United States and Australia
respectively. Of the total potential deferred tax asset of A$38.978 million at current income tax rates, A$6.540 million was recognised as a
deferred tax asset at 30 June 2004 and taxable profits for the year ended 30 June 2005 in the United States have acted to reduce the
deferred tax asset to A$5.200 million at 30 June 2005. Unlike AUS GAAP and Australian Equivalents to International Financial Reporting
Standards, the deferred tax asset is not reset annually under US GAAP. A significant portion of the remaining A$33.778 million may
potentially be booked in future periods once profit history and other positive indicators of future profitability are available to support the
assertion that the likelihood of realising the tax benefit is determined to be more likely than not.
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(d)

(e)

v

ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
SUPPLEMENTARY FINANCIAL INFORMATION
IN ACCORDANCE WITH UNITED STATES GAAP
FOR THE YEAR ENDED 30 JUNE 2005

SIGNIFICANT DIFFERENCES BETWEEN AUS GAAP AND US GAAP (CONTINUED)

Accounting Standard Change AUS GAAP

Under revised AUS GAAP accounting standard 1028 “Employee benefits” on initial adoption at 1 July 2002, the result of any change
is taken to opening retained earnings. Under US GAAP this change is reflected in the profit and loss as an expense in the 2003 year.

Foreign currency hedge contracts
During the year the consolidated entity has entered into specific foreign currency hedge contracts.

Under US GAAP, the consolidated entity is required to formally define at the point of entering into hedge contracts the method to be
used to assess the effectiveness of such contracts over the period of the contract. The consolidated entity did not define the methods
to be used in accordance with US GAAP in the prior 2004 year and therefore could not defer any gains or losses on such contracts to
other comprehensive income but instead recognised all gains and losses on such contracts in net income. During the current 2005
year the consolidated entity formally defined its methods for assessing hedge contracts such that the gains and losses on effective
contracts could be deferred under US GAAP. This differs from current AUS GAAP where the hedges are considered effective and the
gains and losses have been deferred in both years. Therefore the charge to net income under US GAAP at 30 June 2004 of A$0.032
million has been reversed in full in the 2005 year to other comprehensive income. At 30 June 2005 the fair value of the outstanding
hedges have been recognised as an asset on the balance sheet of $0.007 million with a corresponding entry in hedge reserve.

Equity accounting of investment in Synerject LLC

Under AUS GAAP the consolidated entity discontinues equity accounting when the equity accounted investment is reduced to $nil
and the consolidated entity recognises a provision to the extent of probable future sacrifices of economic benefits arising as a result of
Orbital guarantee of Synerject obligations.

Under US GAAP the consolidated entity equity accounts its investment in Synerject LLC. Where continuing losses generate a net
asset deficiency and Orbital is required to support the investee by future contributions or guarantees, a negative investment is
recorded and the consolidated entity continues to take up its share of the profits/(losses) of Synerject LLC and its share of reserve
movements including the foreign currency translation reserve.

This difference results in a transfer under US GAAP from other non current liabilities to foreign currency translation reserve for
Orbital’s share of Synerject LLC’s foreign currency translation reserve as at 30 June 2005 of A$0.456 million.
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES

FIVE YEAR FINANCIAL DATA

IN ACCORDANCE WITH AUSTRALIAN GAAP
EXPRESSED IN AUSTRALIAN DOLLARS

Revenue

Revenue from operating activities

Other revenues from ordinary activities
Total revenue
Share of net profit/(loss) of joint venture entity
Total operating expenditure

Operating (loss)/profit before income tax

Income tax (expense)/credit attributable to operating
(loss)/profit

Outside equity interests in operating loss

Operating (loss)/profit after income tax attributable to
members of the Company

2005 2004 2003 2002 2001
$000's $000's $000's $000's $000's
10,469 14,744 43,284 50,964 57,610
1,128 2,017 3,187 2,389 4,041
11,597 16,761 46,471 53,353 61,651
2,936 2,700 1,351 (3,068) (12,834)
(15,755) (16,005) (49,562) (76,160) (76,185)
(1,222) 3,456 (1,740) (25,875) (27,368)
114 (51) (125) (901) 807
; ; ; ; (276)
(1,108) 3,405 (1,865) (26,776) (26,837)
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES

CURRENT ASSETS

Cash

Receivables

Inventories

Other

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS
Receivables

Other financial assets
Property, plant & equipment
Deferred tax assets

FIVE YEAR FINANCIAL DATA
IN ACCORDANCE WITH AUSTRALIAN GAAP
EXPRESSED IN AUSTRALIAN DOLLARS

Research and development syndication assets - -

Other
TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

CURRENT LIABILITIES
Payables

Interest-bearing liabilities
Current tax liabilities

Provisions

Other

TOTAL CURRENT LIABILITIES

NON-CURRENT LIABILITIES
Interest-bearing liabilities
Non interest-bearing liabilities
Provisions

Deferred tax liabilities

Research and development syndication liabilities - -

Other
TOTAL NON-CURRENT LIABILITIES

TOTAL LIABILITIES

NET ASSETS / (LIABILITIES)

2005 2004 2003 2002 2001
$000's $000's $000's $000's $000's
7,972 12,350 9,007 13,764 32,735
2,919 3,385 3,300 6,904 10,647

12 31 94 555 801

66 454 699 971 2,426
10,969 16,220 13,100 22,194 46,609
- - - 10,222 3,508

- - - - 6,446
7,424 8,449 10,382 12,626 15,534
- - - - 2,627

- - 36,158

- - - - 907
7,424 8,449 10,382 22,848 65,180
18,393 24,669 23,482 45,042 111,789
2,349 3,855 3,973 5,652 8,505
- 167 142 236 384

- - - 52 390

1,540 1,545 2,525 5,060 2,254

- - - 2,268 3,978
3,889 5,567 6,640 13,268 15,511
- 12 198 357 541
19,000 19,000 19,000 19,000 19,000
1,235 1,470 2,712 3,527 3,445
- - - - 2,375

- - 36,158

654 3,897 6,915 21,595 20,688
20,889 24,379 28,825 44,479 82,207
24,778 29,946 35,465 57,747 97,718
(6,385) (5,277) (11,983) (12,705) 14,071
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
FIVE YEAR FINANCIAL DATA
IN ACCORDANCE WITH UNITED STATES GAAP
EXPRESSED IN UNITED STATES DOLLARS

2005 2004 2003 2002 2001
$000's $000's $000's $000's $000's
Revenue
Revenue from operating activities 7,975 10,226 28,914 28,683 27,939
Other revenue from ordinary activities 860 1,399 2,129 1,345 2,061
Total revenue 8,835 11,625 31,043 30,028 30,000
Share of net profit/(loss) of joint venture entity 2,236 1,873 902 (1,728) (6,545)
Total operating expenditure (12,168) (11,186) (32,980) (41,770) (36,528)
Operating (loss)/profit before income tax (1,097) 2,312 (1,035) (13,470) (13,073)
Income tax (expense)/credit attributable to operating
(loss)/profit (934) 4,501 (84) (990) (128)
Outside equity interests in operating loss - - - - (141)
Operating (loss)/profit after income tax attributable to
members of the Company (2,031) 6,813 (1,119) (14,460) (13,342)

Profit and Loss items have been translated at Westpac Banking Corporation’s published buy rate for telegraphic transfers on 30 June each year
2005: US $0.7618 = A$1.00, (2004: US$0.6936 = A$1.00; 2003: US$0.6680 = A$$1.00; 2002: US$.5628 = A$1.00; 2001: US$0.5100 = A$1.00;
0). Such translations are provided for information purposes only.
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
FIVE YEAR FINANCIAL DATA
IN ACCORDANCE WITH UNITED STATES GAAP
EXPRESSED IN UNITED STATES DOLLARS

2005 2004 2003 2002 2001

$000's $000's $000's $000's $000's
CURRENT ASSETS
Cash 6,073 8,566 6,017 7,746 16,695
Receivables 2,224 2,348 2,204 3,886 5,430
Inventories 9 22 63 312 409
Other 50 304 467 274 55
TOTAL CURRENT ASSETS 8,356 11,240 8,751 12,218 22,589
NON-CURRENT ASSETS
Receivables - - - 5,753 1,789
Other financial assets - - - - 2,590
Property, plant & equipment 5,656 5,860 6,935 7,106 7,922
Research and development syndication assets - - - - 18,441
Deferred tax assets 3,961 4,536 - - -
Other - - - - 215
TOTAL NON-CURRENT ASSETS 9,617 10,396 6,935 12,859 30,957
TOTAL ASSETS 17,973 21,636 15,686 25,077 53,546
CURRENT LIABILITIES
Accounts payable 1,789 2,685 2,654 3,181 4,337
Current tax liabilities - 116 95 133 199
Interest-bearing liabilities - - - 29 196
Provisions 1,173 1,072 1,687 2,848 1,150
Other - - - 1,276 2,029
TOTAL CURRENT LIABILITIES 2,962 3,873 4,436 7,467 7,911
NON-CURRENT LIABILITIES
Interest-bearing liabilities - 8 132 201 276
Non interest-bearing liabilities 14,474 13,178 12,692 10,693 9,690
Provisions 941 1,020 1,812 1,985 1,757
Research and development syndication liabilities - - - - 18,441
Other 151 2,703 4,619 12,154 9,983
TOTAL NON-CURRENT LIABILITIES 15,566 16,909 19,255 25,033 40,147
TOTAL LIABILITIES 18,528 20,782 23,691 32,500 48,058
NET ASSETS / (LIABILITIES) (555) 854 (8,005) (7,423) 5,488

Profit and Loss items have been translated at Westpac Banking Corporation’s published buy rate for telegraphic transfers on 30 June each year
2005: US $0.7618 = A$1.00, (2004: US$0.6936 = A$1.00; 2003: US$0.6680 = A$$1.00; 2002: US$.5628 = A$1.00; 2001: US$0.5100 =
A$1.00). Such translations are provided for information purposes only.
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ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
SHAREHOLDING DETAILS

Shareholding Details
Class of Shares and Voting Rights

As at 23 August 2005 there were 11,942 shareholders of the ordinary shares of the Company. The voting rights attaching to the ordinary shares,
set out in Article 8 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 for each ordinary share held.

At 24 August 2005 there are 1,733,300 options over unissued shares granted to employees under the entity's Employee Share Plan. Refer to
note 19.2 for the terms and conditions related to these options.

Substantial Shareholders and Holdings as at 24 August 2005
Nil

Distribution of Shareholdings as at 23 August 2005

1-1,000 4,136
1,001-5,000 3,947
5,001-10,000 1,316
10,001-100,000 2,197
100,001 and over 346

11,942
Total Shares on issue 410,595,878
Number of shareholders holding less than a marketable parcel 8,302

Top 20 Shareholders as at 23 August 2005

NUMBER OF % OF
NAME SHARES HELD SHARES
ANZ Nominees Limited* 133,607,672 32.54
National Nominees Limited* 25,070,643 6.11
Sandhurst Trustees Limited 14,390,324 3.50
Bevillesta Pty Limited 7,067,418 1.72
Westpac Custodian Nominees 6,822,957 1.66
Colbern Fiduciary Nominees Pty Ltd 4,296,632 1.05
Nefco Nominees Pty Ltd 4,225,000 1.03
Leveq Nominees Pty Limited 3,041,666 0.74
J P Morgan Nominees Australia Limited 3,009,508 0.73
Mr Richard Noel Lilly (Lilly Pension Fund A/c) 2,910,943 0.71
Ms Barbara Lynn Gallisath 2,837,792 0.69
Mr William Gordon Martin & Mrs Beverley Michelle Martin 2,816,667 0.69
Mr Mark Kowalewski 2,452,738 0.60
Ms Kerry Moran 2,400,000 0.58
Boldbow Pty Limited 2,169,718 0.53
Citicorp Nominees Pty Limited 1,950,105 0.47
Pasco Nominees Pty Ltd 1,918,700 0.47
Perpetual Custodians Limited 1,848,679 0.45
HSBC Custody Nominees (Australia) Limited 1,797,596 0.44
Mr Richard Noel Lilly 1,630,911 0.40

The twenty largest shareholders hold 55.11% 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 9,000 (approx) US shareholders.

On-market buy-back

There is no current on-market buy-back.

63



ORBITAL CORPORATION LIMITED AND ITS CONTROLLED ENTITIES
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