


Profit after taxation of $2.1 million compared to o loss of
%2.9 miflion in the corresponding period last year

Condinuing increase in engineering services, royally und
licerice income.

Overheads reduced by 32% Yo 57.2 million.

Record resuit by Synerject, contributing $0.9 million fo

Orbital's resulf, an increass of 35% over the previous
year.

Successtul share purchase plan generating $3.3 million
fre July 2003,

Improved cash flow.

Continuing progress in new markets, porticularly India
and Taiwarn.

s previously reported, the restructure of Synerject induded the
transfer of Orhital's merine and recrection systems scles
fusiness to Synarject with effect from 1 Apal 2003, This bos
rasulizd in o decrease in total revenue conselidatad by Orbitald,
howeaver the net resolt ofter elimination of system soles, cost of
systern sales and relaied overhaods os well gs the take up of an
imaroved Synerject result 13 o positive contribution.

Engineering services ond royaly and lcence income have
increasad by 28% and 20% respectively over the pravious yaar,
despite the sirengihening of the Ausiralion dollar which has
eroded royalty reverve by some $200,000 comparad 1o the
prior yaor's exchange rate,

Engineering consyliing revenue confinues the improvements
demonsirated lost vear as Grbitel has expended s soles ond
marketing focus beyend iis rraditione! technology customers.

Royahy and licence revenve hos continued to grow with the
irtroduction of Mercunys 115 and 90 horgepower J-oylinder
Optiviox ™ produdt range, lounched over the last % maenths,
The increase also reflects prograss made in the inirodyction of
OCPF™ technology info rew markets, including e licence fee
instalment made by UCAL India.

Orbital commencad o restructering program in FY2001,
resuliing in progeessive reduction of overhenad expenses over the
lost few yeors. Overheods have decrecsed o further 32% 1o
$7.2 million in this half-yecr. The savings were derved
primarily from the dosure of Orbital's US office in April 2003,
os ¢ result of the sransfer of the system seles business 1o
Synerject noted ahove, |In addition, all other businass expenses
have been subject fo review ond hove coniribuied 1o the sevings
cchieved.

Synesact, Orbitels 50:50 jont verture with Siemenz VDO
Aulomeotive, canfinues to achieve improved resulls with Orbiicl's
share of Syrerjacts profit for the half-veor increasing by 35% to
$0.9 million for the halfyear Syrerject dedves ravenus in

United States dollars end Euros, and the franslation of
Synerject’s results inie Ausiradion dellars has eroded reporied
revanua by $210,000 comparad to the pror corresponding
pefod.

Synerject realised the henatiis of the transier of Orbitals marine
ond recreation system soles and Siemens VDU's non-cutomotive
systerns husiness for the foll holfyear i addition, sales
volurmes increased with the infroduction of direct injection fuel
sysiems fo Mercury's S-gylinder OptifMax ™ range of enginas.
Mercury introduced the T150kp engine in Aprl 2003, the 90hp
enging in July 2003 with the 75hp due for introduction in early
2004.

Orhitel continues fo expand s engineering customer hoze
beyord trodiional OCP™ cusiomers.

This is refleciad in the 26% improvemant in snginesering
services revanue for the halfyeos, which includes, for instance,
contirued nssessment of ethanol blerds in petrol, ond the
provision of cafibration and veldidation services for OEs
seeling to oulsource engineering serviceas,

ir fhe marine sector, Mercury cordinued the nfroduction of 1.5
litre Cptibex™ J-cylinder enginas. The 1150 model which
was released in April 2003 wos tollowed by the 0hp in
Sepiember 2003, It it anticipated thet the 7 5hp modal will be
refeazed i early 2004,

in Oetabar 2003 Kymco, o leading Toiwanesz motoreycle
manufaciurer, anrounced the adoption of Orbital direct
infection technology for the planned infroduction of o 100«
scooter model scheduled for leonch in 2004, Kymoo hove
made further progress in production plang having received
qualied EPA approved with iritial launch velumes anficipated
prior to the end of the financial veor

Whilst teking longer than originally envisoged, Orhital
continues to make progress with Zowheeler and 3.wheeler
inffictives in India. As o precursor fo ony licence agresment,
several 2rgingering progroams hove been undertcken during the
year with Indier metorcyele OEMs and UCAL, Grbitel's
licensed sysiem supplier in India.

Oehitel is reczonably confident that the level of enginesring
consulsancy services provided in the first half will continue for
the remainder of the financial year. Cost reductions
implarmented i the last two years which relate primarily 1o this
Lusiness sector are now finalised ensuring o stuble business
with secure refurns,

Royaly and licence income, however, will most prebably be
affected by the unstable 50cc Europsan scooter market.
Bieloys in implementation of Eure il emissions legislotion and
escaloling European manulacioring cosls are coniributing to
the marlet uncertainty in this price sensitive sector

Synerject will also be affectad by the weakness in the
motorgyele sector however the cyclical neture of the Synedect
businiess should sze continued growth in Syrerject's profis in
the second half as OEMs build inventary for the northem
hemisphare summer.

Orhital's first holf result had o nel benefit from transiation

gains/losses arising from foraign exchange movemants.

The Directors articipote that the financicl results in the second
Rl will be in fine with the first half, efter excluding any foreign
exchange gains or losses,



EBITDA reftects the steady improvament in the opercting resulis
and consequent cash flows, as dlugiraied in the accompanying
graph.

Cashk of bank at 31 December 2003 was $12.0 million
comparad o $9.0 million of 30 June 2003, In Joly 2003,
Orbited received 53.3 million arising out of ¢ share purchase
plan which wos extramely well supported by existing
shareholders.

Orbital has reduced net cash used i operating activifias from
$6.1 milfion in the holfyear to 31 December 2002 t0 $0.3
million this year Increased enginesring revenue hos reguired
some additional working capitd and final poymanss with
respect to sioff reductions crising out of the Syrerjec
resiruciure were seitted during the halfwyear

Nat cosh reguirermeanis for invesiing cctivities ore now minimal
as Synerject i self-funding.

The finarcicl result for the halfyear ended 31 December 2003
urder US GAAP is o profit affer toxation of AS10.0 million
compared fo o foss in the corresperding period last yeor of

ASZ 6 million,

The most significont difference between Aostrafion GAAP and
LS GAAP is the recognition under US GAAP of income fax
losges not previcusly brought fo cocount of ASB.O million.
Under Australion GAAP tox losses can orly be recognized when
Hie reclisation of the asset is virtually certain, howaver under

US GAAP reconnition is required if it is more likely them not that

Hhe tox lossas will be utilised.

Orbited has totel future tox benatils of epproximately 4538

million and the Diceciors have detarmined that i i more Hkely

than rot that Orhisal wit! reclise of lsast ASR.0 million of

available fosses. The determination it supporied by foctors

inciuding: -

s Recent profits in Syneriect and Orbitel's US subsidiories.

s Profit forthe & manths ended 31 Dacamber 2003 in
Orhitals Austradian operations.

»  Forecost profits for Orbital going farward,

Orbital CEOQ, Peter Cook, soid
that the Company had
consolidated fhe turnaround
demonstrated in the second half
of last financial yeor: “This
result is another step forward in
our process of getting the
fundamentals right. Over last
year's corresponding period and
after the Synerfect restrucfuring,
oll business segments have
shown improvement and a
condribution 1o the botom line.”

ITAL

EFRCIFLATIC N LA T ERD

1 Whipple Street, Balcosta,
Wastern Austretio, 6021
Phone: 4108 9441 2311
Fox: a1 {08 9441 211¢
Ernait: indoiiorbeng. com
Wabsite: s orbeng.oom




