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Appendix 4E (rule 4.3A)

Preliminary financial report for the year ended 30 June 2023

Results for Announcement to the Market

Change Change 30 June 2023 30 June 2022

Up/Down % $’000 $’000 $’000

Revenue UP 15.1% 28,440 217,082 188,642
EBIT UP 30.1% 1,713 7,398 5,685
EBIT excluding significant items? DOWN (17.9%) (1,312) 6,022 7,334
Net profit before tax uP 23.7% 1,059 5,519 4,460
Net profit before tax excluding significant items>  DOWN (32.2%) (1,966) 4,143 6,109
Net profit after tax up 13.7% 777 6,444 5,667
Net profit after tax excluding significant items? DOWN (30.7%) (2,248) 5,068 7,316
Earnings per share (cents) upP 13.3% 0.24 2.04 1.80

" EBIT is earnings before finance costs and income tax expense.
* Significant items consist of the impairment of property, plant and equipment of $1,649,000 in FY22 and the subsequent receipt of insurance
proceeds of $1,376,000 in relation to the impairment in FY23.

Note — EBIT is a non-IFRS financial measure. This measure is presented to assist understanding of the underlying performance of the Group.

Engenco Limited reported a net profit before tax (NPBT) of $5,519,000 which is up 23.7% on the previous year (FY22: NPBT
$4,460,000). Following a difficult first half, the Group benefited from improved demand, higher utilisation of workshops and
tight cost controls in the second half. The full year result includes impairment of the carrying value of inventory of $2,729,000
(FY22: $706,000) that was reported in the first half of the financial year, mostly in the Drivetrain business, and the recognition of
insurance proceeds of $1,589,000 for Gemco Rail’s Gladstone workshop impacted by floods in FY22. Net profit after tax was
$6,444,000, up 13.7% on the prior year. The tax expense for the year included the benefit of recognising previously unbooked tax
losses of $2,522,000 (FY22: $2,283,000).

Revenue of $217,082,000 was up 15.1% on the prior year, reflecting increased demand for products and services across the Group’s
operations.

The Group’s focus on improving financial outcomes in the second half led to a solid result for the full year. While the result does
not yet reflect the potential of the Group’s platforms, the strategy of focusing on the transportation sector for growth is proving
effective and the Group is taking steps to boost performance.

While solid revenue growth was achieved, the Group was unable to fully pass on increased costs, particularly in the first half. The
focus is to progressively strengthen margins through product and service development, pricing, procurement and increasing
productivity.

In June 2023, the Group was pleased to commence a new partnership with Rio Tinto under which Gemco Rail will build 100 rail
wagons in Western Australia over six years and establish a facility in Karratha. Strong demand for Gemco Rail products and
services, including new business and a large one-off order for new bearings, as well as higher throughput in our Drivetrain
facilities, propelled revenue growth. The Group changed its Workforce Solutions business model during the year to increase
flexibility, following the success of our Street to Seat initiative, and this has stabilised the business.
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Dividend Information

Cents
Dividend per ordinary share per share Franked
2023 Final Dividend (resolved, not yet provided for as at 30 June 2023) 0.5 0%

Final Dividend Distribution:

Ex-date
Record date
Payment date

6 September 2023
7 September 2023
28 September 2023

NTA Backing

30 June 2023 30 June 2022%
Cents Cents

25.4 24.9

Net tangible assets per ordinary share

*Property, plant and equipment was previously overstated in the FY22. It was identified that this property, plant and equipment was obsolete

prior to the 2022 financial year causing the 2022 financial year to be overstated by $651,000 with a corresponding understatement in accumulated
losses and has been corrected in the prior year comparatives.

Audit Status

This preliminary report is based on financial statements that are in the process of being audited.
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
for the year ended 30 June 2023

Consolidated Group Consolidated Group

2023 2022

Note $’000 $’000

Revenue 5 217,082 188,642
Other income 5 4,005 3,356
Changes in inventories of finished goods and work in progress 12,480 1,303
Raw materials and consumables used (124,674) (93,952)
Employee benefits expense 6 (70,041) (63,810)
Depreciation and amortisation expense (7,817) (7,928)
Impairment of property, plant and equipment 14 - (1,649)
Impairment of inventory " (2,729) (706)
Finance costs 6 (1,879) (1,225)
Subcontract freight (2,028) (3,046)
Repairs and maintenance (2,217) (1,918)
Insurances (1,630) (1,428)
Rent and outgoings (3,123) (3,001)
Foreign exchange movements (212) (25)
Computer expenses (2,317) (2,142)
Other expenses (9,381) (8,011)
PROFIT BEFORE INCOME TAX 5,519 4,460
Income tax benefit / (expense) 7 925 1,207
TOTAL PROFIT FOR THE YEAR 6,444 5,667

Profit attributable to:
Owners of the Company 6,444 5,667
Non-controlling interest - -

6,444 5,667
OTHER COMPREHENSIVE INCOME
Items that may be reclassified subsequently to profit or loss:
Exchange differences on translation of overseas subsidiaries (132) (965)
Other comprehensive income for the year, net of tax (132) (965)
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 6,312 4,702
Total comprehensive income attributable to:
Owners of the Company 6,312 4,702
Non-controlling interest - -

6,312 4,702

EARNINGS PER SHARE Cents Cents
Basic & Diluted earnings per share (cents per share) 8 2.04 1.80

The notes on pages 9 to 50 are an integral part of the consolidated financial statements.
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Consolidated Statement of Financial Position
as at 30 June 2023

Consolidated Group Consolidated Group
2023 2022%
Note $’000 $’000
CURRENT ASSETS
Cash and cash equivalents 9 8,478 4,746
Trade and other receivables 10 38,296 30,436
Contract assets 5 6,962 5,984
Inventories 1 59,617 47,137
Current tax assets 7 30 69
Other current assets 13 2,103 1,811
TOTAL CURRENT ASSETS 115,486 90,183
NON-CURRENT ASSETS
Property, plant and equipment 14 22,174 23,136
Right-of-use assets 12 16,279 17,826
Deferred tax assets 7 17,378 16,711
Intangible assets 16 3,407 3,533
TOTAL NON-CURRENT ASSETS 59,238 61,206
TOTAL ASSETS 174,724 151,389
CURRENT LIABILITIES
Trade and other payables 17 29,677 23,991
Contract liabilities 5 5,176 1,086
Lease liabilities 12 4,489 3,841
Short term borrowings 18 13,000 -
Provisions 19 9,405 8,614
TOTAL CURRENT LIABILITIES 61,747 37,532
NON-CURRENT LIABILITIES
Lease liabilities 12 13,260 15,723
Provisions 19 4,589 4,417
Deferred tax liabilities 7 336 586
TOTAL NON-CURRENT LIABILITIES 18,185 20,726
TOTAL LIABILITIES 79,932 58,258
NET ASSETS 94,792 93,131
EQUITY
Issued capital 21 303,900 303,834
Reserves (594) (462)
Profit reserve 16,944 15,217
Accumulated losses (219,629) (219,629)
TOTAL EQUITY ATTRIBUTABLE TO OWNERS OF THE COMPANY 100,621 98,960
Non-controlling interest (5,829) (5,829)
TOTAL EQUITY 94,792 93,131

*2022 comparative figures have been restated. Full details are disclosed in Note 1.

The notes on pages 9 to 50 are an integral part of the consolidated financial statements.
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Consolidated Statement of Changes in Equity

for the year ended 30 June 2023

Engenco Limited
and Its Controlled Entities

Foreign
Currency Non-
Accumulated Profit Translation controlling
Share Capital Losses Reserve Reserve Sub-Total Interest  Total Equity
Consolidated Group $’000 $’000 4’000 $’000 $’000 $’000 $’000
BALANCE AT 1 JULY 2021 302,774 (218,978) 15,858 503 100,157 (5,829) 94,328
Impact of restatement - (651) - - (651) (651)
RESTATED BALANCE AT 1JULY 2021* 302,774 (219,629) 15,858 503 99,506 (5,829) 93,677
COMPREHENSIVE INCOME
Profit - - 5,667 - 5,667 - 5,667
Other comprehensive income, net of
tax - - (965) (965) (965)
TOTAL COMPREHENSIVE INCOME - 5,667 (965) 4,702 4,702
TRANSACTIONS WITH OWNERS OF THE
COMPANY
Contributions and Distributions:
Employee share purchase plan 60 - 60 - 60
Issue of ordinary shares related to
business combinations 1,000 - - - 1,000 - 1,000
Dividends paid - (6,308) (6,308) (6,308)
TOTAL CONTRIBUTIONS AND
DISTRIBUTIONS 1,060 - (6,308) - (5,248) - (5,248)
RESTATED BALANCE AT 30 JUNE 2022 303,834 (219,629) 15,217 (462) 98,960 (5,829) 93,131
Foreign
Currency Non-
Accumulated Profit Translation controlling
Share Capital Losses Reserve Reserve Sub-Total Interest  Total Equity
Consolidated Group $’000 $’000 $’000 $’000 $’000 $’000 $’000
RESTATED BALANCE AT 1JULY 2022* 303,834 (219,629) 15,217 (462) 98,960 (5,829) 93,131
COMPREHENSIVE INCOME
Profit - 6,444 6,444 6,444
Other comprehensive income, net of
tax - - - (132) (132) - (132)
TOTAL COMPREHENSIVE INCOME - 6,444 (132) 6,312 6,312
TRANSACTIONS WITH OWNERS OF THE
COMPANY
Contributions and Distributions:
Employee share purchase plan 66 - 66 = 66
Dividends paid - = (4,717) - (4,717) - (4,717)
TOTAL CONTRIBUTIONS AND
DISTRIBUTIONS 66 - (4,717) - (4,651) - (4,651)
BALANCE AT 30 JUNE 2023 303,900 (219,629) 16,944 (594) 100,621 (5,829) 94,792

*2022 comparative figures have been restated. Full details are disclosed in Note 1.

The notes on pages 9 to 50 are an integral part of the consolidated financial statements.
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Consolidated Statement of Cash Flows
for the year ended 30 June 2023

Consolidated Group Consolidated Group
2023 2022
Note $’000 4’000

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers 230,143 201,984
Payments to suppliers and employees (226,496) (191,189)
Finance costs (707) (225)
Income tax paid 47 (13)
NET CASH FROM / (USED IN) OPERATING ACTIVITIES 23 (b) 2,987 10,557

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sale of non-current assets 333 86
Purchase of non-current assets (2,782) (3,730)
Acquisition of subsidiary, net of cash acquired 26 - (2,884)
NET CASH FROM / (USED IN) INVESTING ACTIVITIES (2,449) (6,528)

CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid (4,717) (6,308)
Proceeds from borrowings 15,000 4,000
Repayment of borrowings (2,000) (4,000)
Payment of lease liabilities (5,089) (5,066)
NET CASH FROM / (USED IN) FINANCING ACTIVITIES 3,194 (11,374)
Net increase [ (decrease) in cash and cash equivalents 3,732 (7,345)
Cash at beginning of financial year 4,746 12,091
CASH AT END OF FINANCIAL YEAR 23(a) 8,478 4,746

The notes on pages 9 to 50 are an integral part of the consolidated financial statements.
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Notes to the Consolidated Financial Statements

for the year ended 30 June 2023

Note 1 — Significant Accounting Policies

Except for the changes explained here within, the Group
has consistently applied the following accounting policies
to all periods presented in these consolidated financial
statements.

Reporting Entity

Engenco Limited (the ‘Company’) is domiciled in Australia.
The Company’s registered office is at Level 22, 535 Bourke
Street, Melbourne, VIC 3000. These consolidated financial
statements comprise the Company and its subsidiaries
(collectively ‘the Group’ and individually ‘Group
companies’). The Group is a for-profit entity and is involved
in the delivery of a diverse range of engineering services
and products.

Basis of Accounting
Statement of Compliance

This report has been prepared in accordance with Appendix
4E of the Australian Stock Exchange Listing Rules and is in
accordance with Australian Accounting standards and
other authoritative pronouncements of the Australian
Accounting Standards Board.

Functional and Presentation Currency

These consolidated financial statements are presented in
AUD, which is the Company’s functional currency. All
amounts have been rounded to the nearest thousand,
unless otherwise indicated.

Use of Judgements and Estimates

In preparing these consolidated financial statements,
management has made judgements, estimates and
assumptions that affect the application of the Group’s
accounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual results may differ
from these estimates.

Estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to estimates are recognised
prospectively.

Assumptions and Estimation Uncertainties

Information  about  assumptions and estimation
uncertainties that may have a risk of resulting in a material
adjustment in the year ended 30 June 2023 is included in the
following notes:

e Note 5 - Revenue and Other Income

° Note 7 — Tax

e Note 10 — Trade and Other Receivables
e Note 11 - Inventories

e Note 12 - Leases and Commitments

e Note 16 - Intangibles

Changing Market Conditions and Uncertainties

Inflation

The increase in global inflation has seen price increases for
goods generally and labour which has been further
compounded by skilled labour shortages across all
industries in Australia. Additionally, the rise in inflation has
resulted in Central Banks increasing interest rates, resulting
in an increase in incremental borrowing rates and discount
rates used for various purposes, including lease calculations
and impairment calculations.

Geopolitical

Geopolitical developments in FY2023, including the war in
Ukraine, have resulted in various price increases such as
global energy rates, which have, in turn, contributed to the
rise in supply side global inflation. These geopolitical
developments have directly impacted sales of Hedemora
Turbochargers into Eastern Europe and disrupted
European supply chains, affecting inventory levels at the
end of FY2023.
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Note 1 - Significant Accounting Policies (cont’d)

In respect of these financial statements, the impact of
inflation, and geopolitical tensions are primarily relevant to
estimates of future performance, which s in turn applicable
to the areas of recoverability of receivables (Note 10), net
realisable value of inventory (Note 11), impairment of non-
financial assets (right-of-use assets) (Note 12), property,
plant and equipment (Note 14), recoverability of income tax
losses (Note 7), and Intangible Assets (Note 16).

In making estimates of future performance, the Group has
applied the following assumptions and judgements about
estimating uncertainties. Actual results may differ from
these estimates under different assumptions and
conditions.

e Engenco’s operations are nationally diverse across the
Australian states and regions, with material functions
separated across all the major states.

e  Engenco operates within the Transportation industry,
a broad and diverse industry with significant growth
drivers, including population growth and mining
exports.

e  Central banks will successfully manage inflation to
historical normalised levels over the cycle.

e  Skilled migration will return to historical levels,
improving staff availability to meet customer demand.

e  Geopolitical tensions across the globe will remain at
heightened levels for the near term.

Basis of Measurement

The consolidated financial statements have been prepared
on the historical cost basis except for non-derivative
financial instruments at fair value through profit or loss,
which are measured at fair value.

Going Concern

The consolidated financial statements have been prepared
on the going concern basis, which contemplates the
continuity of normal business activity, and the realisation of
assets and the settlement of liabilities in the ordinary
course of business.

Engenco Limited
and Its Controlled Entities

Significant Accounting Policies

(a) Basis of Consolidation
Non-controlling interests

Non-controlling interests (NCI) are measured at their
proportionate share of the acquiree’s identifiable net
assets at the date of acquisition.

Changes in the Group’s interest in a subsidiary that do not
result in a loss of control are accounted for as equity
transactions.

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group
controls an entity when it is exposed to, or has the right to,
variable returns from its involvement with the entity and
has the ability to affect those returns through its power
over the entity. The financial statements of subsidiaries are
included in the consolidated financial statements from the
date on which control commences until the date on which
control ceases.

Loss of control

When the Group loses control over a subsidiary, it
derecoghnises the assets and liabilities of the subsidiary, and
any related NCI and other components of equity. Any
resulting gain or loss is recognised in profit or loss. Any
interest retained in the former subsidiary is measured at fair
value when control is lost.

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised
income and expenses arising from intra-group transactions,
are eliminated. Unrealised gains arising from transactions
with equity-accounted investees are eliminated against the
investment to the extent of the Group’s interest in the
investee. Unrealised losses are eliminated in the same way
as unrealised gains, but only to the extent that there is no
evidence of impairment.
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Note 1 - Significant Accounting Policies (cont’d)

(b) Impairment
Non-financial assets

At each reporting date, the Group reviews the carrying
amounts of its non-financial assets (other than inventories
and deferred tax assets) to determine whether there is any
indication of impairment. If any such indication exists, then
the asset’s recoverable amount is estimated. Goodwill is
tested annually for impairment.

For impairment testing, assets are grouped together into
the smallest group of assets that generates cash inflows
from continuing use that are largely independent of the
cash inflows of other assets or cash generating units
(CGUs). Goodwill arising from a business combination is
allocated to CGUs or groups of CGUs that are expected to
benefit from the synergies of the combination.

The recoverable amount of an asset or CGU is the greater
of its value in use and its fair value less costs to sell. Value
in use is based on the estimated future cash flows,
discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time
value of money and the risks specific to the asset or CGU.
An impairment loss is recognised if the carrying amount of
an asset or CGU exceeds its recoverable amount.

Impairment losses are recognised in profit or loss. They are
allocated first to reduce the carrying amount of any
goodwill allocated to the CGU, and then to reduce the
carrying amounts of the other assets in the CGU on a pro
rata basis.

An impairment loss in respect of goodwill is not reversed.
For other assets, an impairment loss is reversed only to the
extent that the asset’s carrying amount does not exceed
the carrying amount that would have been determined, net
of depreciation or amortisation, if no impairment loss had
been recognised.

(c) Foreign Currency
Foreign currency transactions

Transactions in foreign currencies are translated to the
respective functional currencies of Group companies at
exchange rates at the dates of the transactions. Monetary
assets and liabilities denominated in foreign currencies are
translated into the functional currency at the exchange rate

Engenco Limited
and Its Controlled Entities

at the reporting date. Non-monetary assets and liabilities
that are measured at fair value in a foreign currency are
translated into the functional currency at the exchange rate
when the fair value was determined. Non-monetary items
that are measured based on historical cost in a foreign
currency are translated at the exchange rate at the date of
the transaction. Foreign currency differences are generally
recognised in profit or loss.

However, foreign currency differences arising from the
translation of the following items are recognised in OCl:

e  Fair Value through Other Comprehensive Income
(FVTOCI) equity investments (except on impairment in
which case foreign currency differences that have
been recognised in OCl are reclassified to profit or
loss);

e A financial liability designated as a hedge of the net
investment in a foreign operation to the extent that
the hedge is effective; and

e Qualifying cash flow hedges to the extent that the
hedges are effective.

Foreign operations

The assets and liabilities of foreign operations, including
goodwill and fair value adjustments arising on acquisition,
are translated into the functional currency at the exchange
rates at the reporting date. The income and expenses of
foreign operations are translated into the functional
currency at the exchange rates at the dates of the
transactions.

Foreign currency differences are recognised in OCl and
accumulated in the translation reserve, except to the
extent that the translation difference is allocated to NCI.

When a foreign operation is disposed of in its entirety or
partially such that control, significant influence or joint
control is lost, the cumulative amount in the translation
reserve related to that foreign operation is reclassified to
profit or loss as part of the gain or loss on disposal. If the
Group disposes of part of its interest in a subsidiary but
retains control, then the relevant proportion of the
cumulative amount is reattributed to NCI. When the Group
disposes of only part of an associate or joint venture while
retaining significant influence or joint control, the relevant
proportion of the cumulative amount is reclassified to
profit or loss.
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Note 1 - Significant Accounting Policies (cont’d)

(d) Finance Income and Finance Costs
The Group’s finance income and finance costs include:

e Interestincome;

e Interest expense;

e The net gain or loss on financial assets at fair value
through profit or loss;

e  The foreign currency gain or loss on financial assets
and financial liabilities; and

e Impairment losses recognised on financial assets
(other than trade receivables).

Interest income or expense is recognised using the
effective interest method.

(e) Government Grants

Grants that compensate the Group for expenses incurred
are recognised in profit or loss on a systematic basis in the
periods in which the expenses are recognised.

(f) Goods and Services Tax (GST)

Revenues, expenses and non-financial assets are
recognised net of the amount of GST, except where the
amount of GST incurred is not recoverable from the Tax
Office. 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 in the Statement
of Financial Position are shown inclusive of GST.

Cash flows are presented in the Statement of Cash Flows
on a gross basis, except for the GST component of investing
and financing activities, which are disclosed as operating
cash flows.

(g) Share Based Payments

The Group operates an employee share-based purchase
plan that allows staff members, based on the Plan rules, to
purchase Engenco shares on the pre-tax basis and at a 5%
market discount. The value of the 5% discount benefit to
which employees become entitled is measured at grant
date and recognised as an expense over the minimum
holding period, with a corresponding increase to an equity
account. The shares are valued at the volume-weighted
average price of the Company’s shares trade on the
Australian Securities Exchange during the five business
days immediately preceding the day the shares are issued.

(h) Comparative Figures

When required by Accounting Standards, comparative
figures have been adjusted to conform to changes in
presentation for the current financial year.

Engenco Limited
and Its Controlled Entities

(i) Prior Year Correction

Property, plant and equipment was previously overstated
in the 2022 financial year. It was identified that this
property, plant and equipment was obsolete prior to the
2022 financial year causing the 2022 financial year to be
overstated by $651,000 with a corresponding
understatement in accumulated losses and has been
corrected in the prior year comparatives. Refer to table
below.

Condensed Consolidated Statement of Financial Position:

Restated
30 June
30 June
2022
2022
$’000 $’000 Change
$’000
Property, plant and
equipment 23,787 23,136 (651)
NON-CURRENT ASSETS 61,857 61,206 (651)
TOTAL ASSETS 152,040 151,389 (651)
NET ASSETS 93,782 93,131 (651)
Accumulated losses (218,978)  (219,629) (651)
TOTAL EQUITY
ATTRIBUTABLE TO THE
OWNERS OF THE
COMPANY 99,611 98,960 (651)
TOTAL EQUITY 93,782 93,131 (651)

(i) Rounding of Amounts

The Group has applied the relief available to it under ASIC
Corporations (Rounding in Financial/Directors’ Reports)
Instrument 2016/191 and accordingly, amounts in the
financial statements and Directors’ Report have been
rounded off to the nearest thousand dollars (unless
otherwise indicated).
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(k) New Accounting Standards and Interpretations

New accounting standards adopted

The Group has adopted the new and revised Standards and
Interpretations issued by the Australian Accounting
Standards Board (the “AASB”) that are relevant to its
operations and effective for the current reporting period.

New and revised Standards and Interpretations effective
for the current reporting period that are relevant to the
Group include:

e AASB 2020-3 Annual Improvements 2018-2022 and Other

Amendments
e  Onerous Contracts - Cost of Fulfilling a Contract
(Amendments to AASB 137)

e  Property, Plant and Equipment: Proceeds before
Intended Use (Amendments to AASB 116)

e  (lassification of Liabilities as Current or Non-Current
(Amendment to AASB 101)

e Insurance Contracts (Amendments to AASB 17)

e  Conceptual Framework (Amendments to IFRS 3)

The new standards adopted did not have a material impact

to the Group.

STANDARDS ISSUED BUT NOT YET EFFECTIVE
Other Accounting Standards

The following new or amended standards are not expected
to have a significant impact on the Group’s consolidated
financial statements:

e Definition of Accounting Estimates (Amendments to
IAS 8)

e Disclosure Initiative: Accounting Policies (Amendments
to IAS 1)

e Deferred Tax related to Assets and Liabilities arising
from a Single Transaction (Amendments to IAS 12)

Engenco Limited
and Its Controlled Entities
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Note 2 — Controlled Entities

Engenco Limited
and Its Controlled Entities

Percentage  Percentage

Country of Date of Owned Owned

Note: Subsidiaries are indented beneath their parent entity Incorporation Control 2023 2022

e Engenco Limited Australia

= Convair Engineering Pty Ltd Australia 1Jul 06 100 100

" Engenco Logistics Pty Ltd Australia 1Jul 06 100 100

e Asset Kinetics Pty Ltd Australia 1Jul 06 ¢} 100

® Engenco Investments Pty Ltd Australia 18 Apr 07 100 100
e Workforce Solutions Pty Ltd (previously Australian Rail Mining

Services Pty Ltd) Australia 30 Apr o7 100 100

e  (Centre for Excellence in Rail Training Pty Ltd Australia 30 Apr 07 100 100

. EGN Rail Pty Ltd Australia 30 Apr 07 100 100

e EGN Rail (NSW) Pty Ltd Australia 30 Apr 07 0 100

e Midland Railway Company Pty Ltd Australia 30 Apr 07 ¢} 100

e Momentum Rail (Vic) Pty Ltd Australia 30 Apr 07 o 100

e Momentum Rail (WA) Pty Ltd Australia 30 Apr 07 0 100

e Sydney Railway Company Pty Ltd Australia 30 Apr 07 0 100

e  Greentrains Pty Ltd' Australia 17 Jul 09 81 81

*  Greentrains Leasing Pty Ltd Australia 18 Jun 08 100 100

e  Eureka 4WD Training Pty Ltd Australia 1Jul 21 100 100

* MRH Training Apps Pty Ltd Australia 1Jul 21 100 100

® Drivetrain Power and Propulsion Pty Ltd Australia 1Jul 06 100 100

. Drivetrain Australia Pty Ltd Australia 1Jul 06 100 100

*  DTPP Energy Pty Ltd Australia 25 May 10 0 100

*  Drivetrain Singapore Pte Ltd Singapore 1Jul 07 100 100

#  Drivetrain Limited New Zealand 1Jul o7 100 100

*  HS Turbochargers America, Inc. USA 31Deco8 100 100

o Hyradix Inc. USA 31 Dec 08 100 100

* Hedemora Investments AB Sweden 1Jul 06 100 100

o  Hedemora Turbo & Diesel AB Sweden 1Jul06 100 100

®  Gemco Rail Pty Ltd Australia 1Jul 07 100 100

e  Railway Bearings Refurbishment Services Pty Ltd Australia 1Jul o7 o] 100

e New RTS Pty Ltd Australia 3 Deco8 ¢} 100

" Hedemora Pty Ltd Australia 1Jul 06 o] 100

®  Industrial Powertrain Pty Ltd Australia 1Jul 07 100 100

. PC Diesel Pty Ltd Australia 1Jul 06 o] 100

® Total Momentum Pty Ltd Australia 30 Apr 07 100 100

1 Total Engenco Group ownership of Greentrains Pty Ltd is 81% (split between Engenco Investments Pty Ltd, 61%, and Engenco Ltd, 20%).

Closure

On 12 February 2023, the following entities were deregistered:

e Asset Kinetics Pty Ltd

e EGN Rail (NSW) Pty Ltd

e  Midland Railway Company Pty Ltd
e Momentum Rail (Vic) Pty Ltd

e Momentum Rail (WA) Pty Ltd

e Sydney Railway Company Pty Ltd

DTPP Energy Pty Ltd
Railway Bearings Refurbishment Services Pty Ltd

New RTS Pty Ltd

Hedemora Pty Ltd

PC Diesel Pty Ltd
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Notes to the Consolidated Financial Statements and Its Controlled Entities

Note 3 — Deed of Cross Guarantee

Pursuant to ASIC Corporations (Wholly owned Companies) Instrument 2016/785, the wholly owned subsidiaries listed below are
relieved from the Corporations Act 2001 requirements for preparation, audit and lodgement of financial reports, and Directors’
reports.

The subsidiaries subject to the Deed are:

e  Gemco Pty Ltd

e  Drivetrain Australia Pty Ltd

e Drivetrain Power and Propulsion Pty Ltd

e  Convair Engineering Pty Ltd

e  Total Momentum Pty Ltd

e  Centre for Excellence in Rail Training Pty Ltd
e  Eureka 4WD Training Pty Ltd

e  Engenco Investments Pty Ltd

e Workforce Solutions Pty Ltd

e  Engenco Logistics Pty Ltd

The subsidiaries entered into the Deed of Cross Guarantee with each other and Engenco Limited on 12 May 2023.

A consolidated statement of comprehensive income and consolidated statement of financial position, comprising the Company
and controlled entities which are a party to the Deed, after eliminating all transactions between parties to the Deed of Cross
Guarantee, for the year ended 30 June 2023 is set out as follows:

2023

$’000

Revenue 212,669
Other income 3,584
Changes in inventories of finished goods and work in progress 13,156
Raw materials and consumables used (123,690)
Employee benefits expense (68,273)
Depreciation and amortisation expense (7,699)
Impairment of inventory (2,815)
Finance costs (1,865)
Subcontract freight (1,978)
Repairs and maintenance (2,152)
Insurances (1,603)
Rent and outgoings (2,849)
Foreign exchange movements (344)
Computer expenses (2,205)
Other expenses (8,598)
PROFIT BEFORE INCOME TAX 5,338
Income tax benefit / (expense) 1,006
TOTAL PROFIT FOR THE YEAR 6,344
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Engenco Limited
and Its Controlled Entities

2023
$’000

CURRENT ASSETS
Cash and cash equivalents 8,161
Trade and other receivables 36,668
Contract assets 6,956
Inventories 52,254
Intercompany loan receivables 6,221
Other current assets 1,997
TOTAL CURRENT ASSETS 112,257
NON-CURRENT ASSETS
Property, plant and equipment 14,821
Right-of-use assets 16,279
Deferred tax assets 16,652
Intangible assets 3,407
TOTAL NON-CURRENT ASSETS 51,159
TOTAL ASSETS 163,416
CURRENT LIABILITIES
Trade and other payables 28,092
Contract liabilities 5,176
Lease liabilities 4,489
Short term borrowings 13,000
Provisions 9,161
TOTAL CURRENT LIABILITIES 59,918
NON-CURRENT LIABILITIES
Lease liabilities 13,260
Provisions 4,589
Deferred tax liabilities 336
TOTAL NON-CURRENT LIABILITIES 18,185
TOTAL LIABILITIES 78,103
NET ASSETS 85,313
EQUITY
Issued capital 303,900
Reserves (41)
Profit reserve 16,944
Accumulated losses (235,490)
TOTAL EQUITY 85,313




Notes to the Consolidated Financial Statements

Note 4 — Operating Segments

Basis of Segmentation

Identification of Reportable Segments

Engenco Limited
and Its Controlled Entities

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

The Group is managed primarily on the basis of service offerings since the diversification of the Group’s operations inherently
have notably different risk profiles and performance assessment criteria. Operating segments are therefore determined on the

same basis.

Types of Products and Services by Segment

The chief operating decision maker considers the business from a Business Line perspective and has identified four (4) reportable

segments as follows:
(@) Gemco Rail

Gemco Rail specialises in the remanufacture and repair of
locomotives, wagons, bearings and other rail products for
rail operators and maintainers. Gemco Rail provides wheel-
set, bogie and infield wagon maintenance and
manufactures new and refurbished wagons, bogie
component parts, customised remote controlled ballast car
discharge gates, and a range of rail maintenance equipment
and spares.

(b) Convair Engineering (Convair)

Convair is a manufacturer of bulk pneumatic road tankers
and mobile silos for the carriage and storage of
construction materials, grains, and other dry bulk materials.
Additional services include maintenance, repair and
overhaul, and provisioning of ancillary equipment and
spare parts sales.

(c) Drivetrain

Drivetrain is a provider of technical sales and services to the
mining, oil & gas, rail, transport, defence, marine,
construction, materials handling, automotive, agriculture,
and power generation industries. A broad product and
service offering includes engine and powertrain
maintenance, repair and overhaul, new components and
parts, fluid connector products, power generation design
and construction, technical support, professional
engineering and training services.

(d) Workforce Solutions

Workforce Solutions is Engenco’s people focused business,
providing training and labour hire via its business units of
Centre for Excellence in Rail Training (CERT Training), Total
Momentum and Eureka 4WD Training.

(e) AllOther

This includes the parent entity, non-reportable segments
and consolidation / inter-segment elimination adjustments.
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Notes to the Consolidated Financial Statements

Note 4 - Operating Segments (cont’d)

Basis of Reporting by Operating Segments
(a) Basis of reporting

Unless stated otherwise, all amounts reported to the
Managing Director/CEO as the chief operating decision
maker with respect to operating segments are determined
in accordance with accounting policies that are consistent
to those adopted in the annual financial statements of the
Group.

(b) Inter-segment transactions

An internal transfer price is set for all inter-segment sales.
This price is set based on what would be realised in the
event the sale was made to an external party at arm’s
length. All such transactions are eliminated on
consolidation of the Group’s financial statements.

Engenco Limited
and Its Controlled Entities

(c) Segment assets

Assets are allocated to segments where there is a nexus
between control and ownership of the asset and the
operations of the business. Segment assets are disclosed at
the net of capital expenditure, investments and intangibles.
Unless indicated otherwise in the segment assets note,
deferred tax assets have not been allocated to operating
segments.

(d) Segment liabilities

Liabilities are allocated to segments where there is nexus
between the incurrence of the liability and the operations
of the segment. Unless indicated otherwise in the segment
liabilities note, deferred tax liabilities have not been
allocated to operating segments.



Engenco Limited
Notes to the Consolidated Financial Statements and Its Controlled Entities

Note 4 - Operating Segments (cont’d)

Information about Reportable Segments

Information related to each reportable segment is set out below. Segment EBITDA is used to measure performance because
management believes this information is the most relevant in evaluating the results of the respective segments relative to other
entities that operate in the same industries.

(i) Segment Performance

Year ended 30 June 2023

Workforce

Gemco Rail Convair Drivetrain Solutions All Other Group
Reportable Segments $’000 $’000 $’000 $’000 $’000 $’000
REVENUE
External revenue 106,120 20,681 62,465 23,402 4,414 217,082
Inter-segment revenue 92 - 52 470 1,340 1,954
TOTAL SEGMENT REVENUE 106,212 20,681 62,517 23,872 5,754 219,036
Reconciliation of segment revenue to Group
revenue:
Inter-segment eliminations - - - - (1,954) (1,954)
TOTAL GROUP REVENUE 106,212 20,681 62,517 23,872 3,800 217,082
SEGMENT EBITDA 18,533 1,803 6,355 1,538 (13,014) 15,215
Reconciliation of segment EBITDA to Group net
profit/ (loss) before tax:
Depreciation and amortisation (4,704) (460) (993) (854) (806) (7,817)
Finance costs (734) (76) (169) (98) (802) (1,879)
NET PROFIT / (LOSS) BEFORE TAX 13,095 1,267 5,193 586 (14,622) 5,519

Year ended 30 June 2022
Workforce

Gemco Rail Convair Drivetrain Solutions All Other Group
Reportable Segments $’000 $’000 $’000 $’000 $’000 $’000
REVENUE
External revenue 92,209 15,396 54,762 21,212 5,063 188,642
Inter-segment revenue - - - 142 2,517 2,659
TOTAL SEGMENT REVENUE 92,209 15,396 54,762 21,354 7,580 191,301
Reconciliation of segment revenue to Group
revenue:
Inter-segment eliminations - - - - (2,659) (2,659)
TOTAL GROUP REVENUE 92,209 15,396 54,762 21,354 4,921 188,642
SEGMENT EBITDA 12,816 1,538 7,436 2,831 (11,008) 13,613
Reconciliation of segment EBITDA to Group net
profit/ (loss) before tax:
Depreciation and amortisation (4,746) (425) (1,165) (836) (756) (7,928)
Finance costs (671) (75) (116) (90) (273) (1,225)
NET PROFIT / (LOSS) BEFORE TAX 7,399 1,038 6,155 1,905 (12,037) 4,460
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Note 4 - Operating Segments (cont’d)

(ii) Segment Assets

As at 30 June 2023

Engenco Limited

and Its Controlled Entities

Workforce

Gemco Rail Convair Drivetrain Solutions All Other Group
Reportable Segments $’000 $’000 4’000 $’000 4’000 4’000
ASSETS
Segment assets 75,122 13,229 46,107 14,050 7,671 156,179
Capital expenditure 1,780 233 398 49 189 2,649
Intangibles - - - 618 2,789 3,407
Reconciliation of segment assets to Group
assets:
Inter-segment eliminations - - - - - (4,889)
Unallocated items:
Deferred tax assets - - - - - 17,378
TOTAL ASSETS 76,902 13,462 46,505 14,717 10,649 174,724

As at 30 June 2022*
Workforce

Gemco Rail Convair Drivetrain Solutions All Other Group
Reportable Segments $’000 $’000 $’000 $’000 $’000 $’000
ASSETS
Segment assets 66,873 8,548 44,543 16,019 (3,341) 132,642
Capital expenditure 1,741 728 644 100 546 3,759
Intangibles - - - 742 2,791 3,533
Reconciliation of segment assets to Group
assets:
Inter-segment eliminations - - - - - (5,256)
Unallocated items:
Deferred tax assets - - - - - 16,711
TOTAL ASSETS 68,614 9,276 45,187 16,861 (4) 151,389

*2022 All Other Segment assets comparative figures have been restated. Full details are disclosed in Note 1.
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Note 4 - Operating Segments (cont’d)

(iii) Segment Liabilities

As at 30 June 2023

Engenco Limited
and Its Controlled Entities

Workforce

Gemco Rail Convair Drivetrain Solutions All Other Group
Reportable Segments $'000 $’000 $'000 $'000 $'000 $'000
LIABILITIES
Segment liabilities 65,623 11,058 54,580 8,352 (55,128) 84,485
Reconciliation of segment liabilities to Group
liabilities:
Inter-segment eliminations - - - - - (4,889)
Unallocated items:
Deferred tax liabilities - - - - - 336
TOTAL LIABILITIES 65,623 11,058 54,580 8,352 (55,128) 79,932

As at 30 June 2022
Workforce

Gemco Rail Convair Drivetrain Solutions All Other Group
Reportable Segments 4’000 4’000 $’000 4’000 $’000 $’000
LIABILITIES
Segment liabilities 61,509 7,035 53,530 9,275 (68,421) 62,928
Reconciliation of segment liabilities to Group
liabilities:
Inter-segment eliminations - - - - - (5,256)
Unallocated items:
Deferred tax liabilities - - - - - 586
TOTAL LIABILITIES 61,509 7,035 53,530 9,275 (68,421) 58,258

(iv) Geographical Information

The geographical information analyses the Group’s revenue and assets by the Company’s country of domicile and other
countries. In presenting the geographical information, segment revenue has been based on the geographical location of the
selling party and segment assets were based on the geographical location of the assets.

2023 2022
Revenue $000 $000
Australasia 211,329 181,063
Europe 5,753 7,579
TOTAL REVENUE 217,082 188,642

2023 2022%
Assets $000 $000
Australasia 164,442 140,105
Europe 10,204 11,208
United States of America 78 76
TOTAL ASSETS 174,724 151,389

*2022 All Other Segment assets comparative figures have been restated. Full details are disclosed in Note 1.

(v) Major Customers

Revenue from one customer of the Group, across multiple segments, represents greater than 10% of the Group’s total revenue

in the current year.
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Note 5 — Revenue and Other Income

Revenue is recognised as contract performance obligations are satisfied. The total contract consideration is allocated to the
performance obligations based on their observable stand alone selling prices. Revenue is recognised when (or as) an entity
transfers control of goods or services to a customer at the amount to which the entity expects to be entitled. Depending on

whether certain criteria are met, revenue is recognised:

e  Overtime, in a manner that depicts the entity’s performance; or

e Atapointin time, when control of the goods or services is transferred to the customer.

Sale of Goods

The Group engages in the sale of spare parts and
components for various rail, road, powertrain and gas
compression industry sectors. Revenue is recognised at a
point in time when a customer obtains control of the
goods. Revenue is measured net of returns, trade discounts
and volume rebates.

Rendering of Services

The Group performs a number of services to various
industry sectors, including maintenance, repairs and
overhauls. Revenue is recognised as contract performance
obligations are satisfied over time. The total contract
consideration is allocated to the performance obligations
based on their observable stand alone selling prices.

Maintenance and Construction Contracts

The Group is involved in the overhaul maintenance and
manufacture of wagons, carriages, rail equipment and dry
bulk tankers. Revenue is recognised as contract
performance obligations are satisfied over time. The total
contract consideration is allocated to the performance
obligations based on their observable stand alone selling
prices. Claims and variations are included in the contract
consideration only when they are approved.

RTO Training

The Group’s RTO entities (CERT Training and Eureka 4WD
Training) deliver nationally accredited and industry-based
training courses. Revenue is recognised at the point in time
when the performance obligation is satisfied.

Lease Rental Income

The Group leases out certain items of property, plant and
equipment to customers in the form of operating lease
arrangements. Rental income from leased plant and
equipment is recognised on a straight-line basis over the
term of the lease. Lease incentives granted are recognised
as an integral part of the total rental income, over the term
of the lease.
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Note 5 — Revenue (cont’d)

Engenco Limited
and Its Controlled Entities

2023 2022
$’000 4’000
SALES REVENUE
Sales of goods and services 216,569 188,342
Lease rental income 513 300
TOTAL SALES REVENUE 217,082 188,642
OTHER INCOME
Gain on disposal of property, plant and equipment 199 134
Gain on contingent consideration - 550
Other gains 3,806 2,672
TOTAL OTHER INCOME 4,005 3,356

During the year the Group received insurance proceeds of $1,589,000 included in Other gains relating to the open insurance claim
for Gemco Rail’s Gladstone workshop which was subject to a severe flood event that impacted the Northeast Coast of Australia

in 2022 (see Note 20: Contingent Assets and Liabilities).

Set out below is the disaggregation of the Group’s revenue from contracts with customers:

2023 2022
Revenue Stream Revenue Recognition $’000 $’000
Sale of goods Point in time 56,283 49,162
Rendering of services Over time 47,880 44,471
Maintenance and construction contracts Over time 101,475 84,210
RTO training Point in time 10,931 10,499
Lease rental income Over time 513 300
TOTAL SALES REVENUE 217,082 188,642

Contract Assets and Liabilities

Contract assets are recognised as the right to consideration in exchange for work completed on construction contracts and
services rendered but not billed on the reporting date. Contract liabilities are recognised when the Group has an obligation to

transfer goods or services to a customer for which the entity has received consideration from the customer.

2023 2022
$000 $000
Contract assets 6,962 5,984
Contract liabilities 5,176 1,086
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Note 6 — Expenses

Engenco Limited
and Its Controlled Entities

2023 2022
$000 $000
FINANCE COSTS
Finance costs - leases 1,172 1,000
Other finance costs 707 225
TOTAL FINANCE COSTS 1,879 1,225
EMPLOYEE BENEFITS EXPENSE
Wages and salaries 60,351 54,913
Annual leave expense 3,502 3,351
Long service leave expense 492 539
Restructuring 209 163
Defined contribution plan 5,487 4,844
TOTAL EMPLOYEE BENEFITS EXPENSE 70,041 63,810
RENTAL EXPENSE ON OPERATING LEASES
Operating lease payments* 1,31 1,274
TOTAL RENTAL EXPENSE ON OPERATING LEASES 1,311 1,274

*The operating lease payments expense disclosed above relates to outgoings, short term and low value leases (all of which are not lease

accounted or contained within Note 12).
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Note 7 — Tax

Tax Consolidation

Engenco Limited and its wholly-owned Australian
subsidiaries have formed an income tax consolidated group
under tax consolidation legislation. Each entity in the group
recognises its own current and deferred tax assets and
liabilities. Such taxes are measured using the ‘stand-alone
taxpayer’ approach to allocation. Current tax
liabilities/assets and deferred tax assets arising from
unused tax losses and tax credits in the subsidiaries are
immediately transferred to the head entity. The Group
notified the Australian Tax Office that it had formed an
income tax consolidated group to apply from 31 October
2007. The tax consolidated group has entered into a tax
funding arrangement whereby each company in the Group
contributes to the income tax payable by the group in
proportion to their contribution to the group’s taxable
income. Differences between the amounts of net tax assets
and liabilities derecognised and the net amounts
recognised pursuant to the funding arrangement are
recognised as either a contribution by, or distribution to the
head entity.

Income tax expense/benefit comprises current and
deferred tax. It is recognised in profit or loss except to the
extent that it relates to a business combination, or items
recognised directly in equity or OCI.

Estimates and Judgements

Balances disclosed in the financial statements and the
notes thereto, related to taxation, are based on the best
estimates of directors. These estimates take into account
both the financial performance and position of the
Company as they pertain to current income taxation
legislation, and the directors’ understanding thereof. No
adjustment has been made for pending or future taxation
legislation. The current income tax position represents the
directors’ best estimate, pending an assessment by taxable
authorities in relevant jurisdictions.

Current Tax

Current tax comprises the expected tax payable or
receivable on the taxable income or loss for the year, and
any adjustment to the tax payable or receivable in respect
of previous years. The amount of current tax payable or
receivable is the best estimate of the tax amount expected
to be paid or received that reflects uncertainty related to
income taxes, if any. It is measured using tax rates enacted
or substantively enacted at the reporting date. Current tax
also includes any tax arising from dividends.

Current tax assets and liabilities are offset only if certain
criteria are met.

Engenco Limited
and Its Controlled Entities

Deferred Tax

Deferred tax is recognised in respect of temporary
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts
used for taxation purposes. Deferred tax is not recognised
for:

e Temporary differences on the initial recognition of
assets or liabilities in a transaction that is not a
business combination and that affects neither
accounting nor taxable profit or loss;

e Temporary differences related to investments in
subsidiaries, associates and joint arrangements to the
extent that the Group is able to control the timing of
the reversal of the temporary differences and it is
probable that they will not reverse in the foreseeable
future; and

e Taxable temporary differences arising on the initial
recognition of goodwill.

Deferred tax assets are recognised for unused tax losses,
unused tax credits and deductible temporary differences to
the extent that it is probable that future taxable profits will
be available against which they can be used. Future taxable
profits are determined based on business plans for
individual subsidiaries in the Group. Deferred tax assets are
reviewed at each reporting date and are reduced to the
extent that it is no longer probable that the related tax
benefit will be realised; such reductions are reversed when
the probability of future taxable profits improves.

Unrecognised deferred tax assets are reassessed at each
reporting date and recognised to the extent that it has
become probable that future taxable profits will be
available against which they can be used.

Deferred tax is measured at the tax rates that are expected
to be applied to temporary differences when they reverse,
using tax rates enacted or substantively enacted at the
reporting date.

The measurement of deferred tax reflects the tax
consequences that would follow from the manner in which
the Group expects, at the reporting date, to recover or
settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset only if certain
criteria are met.
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Note 7 - Tax (cont’d)

Engenco Limited
and Its Controlled Entities

2023 2022
$000 $000
CURRENT
Income tax receivable / (payable) 30 69
TOTAL CURRENT INCOME TAX 30 69
2023 2022%
$000 $000
(a) The components of tax expense / (benefit) comprise:
Current income tax expense [ (benefit)
- Current income tax expense /[ (benefit) (8) (67)
Deferred income tax expense / (benefit)
- Origination and reversal of temporary differences (917) (1,140)
Income tax expense / (benefit) reported in the Statement of Profit or Loss
and OCl (925) (1,207)
(b) Areconciliation between tax expense [ (benefit) and the product of
accounting profit before income tax multiplied by the Group's applicable
income tax rate is as follows:
Accounting profit before tax 5,519 4,460
At the Company’s statutory domestic income tax rate of 30% (2022: 30%) 1,656 1,338
Add/ (Less) tax effect of:
- Foreign tax rate adjustment (38) (9)
- Losses for which no deferred tax asset is recognised 1 77
- Instant asset write-off (805) (926)
- Adjustments for prior years 90 139
- Other non-allowable items 168 (65)
- Movements in recognised temporary differences 525 522
- Deferred tax recognition of prior year unbooked losses (2,522) (2,283)
Income tax expense / (benefit) (925) (1,207)

*2022 balances have been reclassified to align to the current year classification.

The tax receivable and payable relates to the Group companies outside the Australian Tax Consolidated Group.
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Note 7 - Tax (cont’d)

Consolidated Group

Engenco Limited

and Its Controlled Entities

(Credited) Charged Changes
Opening Balance | Charged  Directly to in Tax Exchange Closing
Balance Acquired  to Income Equity Rate Differences Other Balance
$000 $000 $000 $000 $000 $000 $000 $000
NON-CURRENT
Deferred tax liabilities:
Other 194 454 (62) - - - = 586
Balance at 30 June 2022 194 454 (62) - - - = 586
Other 586 - (250) - - - 5 336
Balance at 30 June 2023 586 - (250) - - - - 336
Deferred tax assets:
Provisions 4,350 - (41) - - - - 4,309
Accruals - - - - - - = -
Losses 11,262 - 1,140 - - - - 12,402
Balance at 30 June 2022 15,612 - 1,099 - - - - 16,711
Provisions 4,957 - 417 - = - . 5,374
Accruals - - - - - - - -
Losses 11,754 - 250 - - - - 12,004
Balance at 30 June 2023* 16,711 - 667 - - - - 17,378

*2023 opening balances have been reclassified to align to the current year classification of deferred tax assets.

The Group has estimated carry forward operating tax losses of $40,013,535 at June 2023 (2022: $47,814,056) relating to the
Australian Tax Consolidated Group which are not fully recognised. The Group has estimated carry forward operating tax losses
from other Australian entities of $11,967,438 at June 2023 (2022 $11,967,438) which are not recognised. The ability to utilise the
operating tax losses will be subject to satisfying relevant eligibility criteria for the recoupment of carry forward tax losses.

27



Engenco Limited
Notes to the Consolidated Financial Statements and Its Controlled Entities

Note 8 — Earnings Per Share

The calculation of basic earnings per share has been based on the following profit attributable to ordinary shareholders and
weighted-average number of ordinary shares outstanding.

The calculation of diluted earnings per share has been based on the following profit attributable to ordinary shareholders and
weighted-average number of ordinary shares outstanding after adjustment for the effects of all dilutive potential ordinary
shares.

2023 2022
$’000 $’000

(a) RECONCILIATION OF EARNINGS TO PROFIT
Profit for the year 6,444 5,667
(Profit) for the year, attributable to non-controlling interest - -

Earnings used to calculate basic and dilutive EPS 6,444 5,667

No. ‘000 No. ‘000
(b) WEIGHTED AVERAGE NUMBER OF ORDINARY SHARES OUTSTANDING DURING THE
YEAR USED IN CALCULATING BASIC AND DILUTIVE EPS 315,613 315,467

Weighted average number of dilutive options outstanding =

Note 9 — Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, deposits held at call with banks, other short-term highly liquid investments with
original maturities of three months or less, and bank overdrafts. Bank overdrafts, where the Group does not have the legal right
and the intention to settle on a net basis, are shown within short-term borrowings in current liabilities on the Statement of
Financial Position.

2023 2022

$’000 $’000

CASH AT BANK AND IN HAND 8,478 4,746
8,478 4,746

As at the reporting date, where the Group has the legally enforceable right of set-off and the intention to settle on a net basis
within its banking facilities, the Group has set-off bank overdrafts of $17,458,201 (2022: $29,570,105) against cash and cash
equivalents of $22,705,806 (2022: $33,654,538) resulting in a net positive cash position for these accounts of $5,247,605 (2022:
$4,084,433).
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Note 10 — Trade and Other Receivables

2023 2022

$’000 $’000
CURRENT
Trade receivables 38,863 30,745
Expected credit loss provision (ECL) (659) (404)
Total trade receivables 38,204 30,341
Sundry receivables 92 95
Total other receivables 92 95
TOTAL CURRENT TRADE AND OTHER RECEIVABLES 38,296 30,436

(a) Expected Credit Loss Provision for Impairment of Receivables

The Group has a Credit Management Policy under which each new customer application is analysed individually for
creditworthiness before the Group offers any form of credit, or any variation to the standard terms and conditions. Credit
facilities are generally offered on terms of 30 to 60 days from end of month. The Group’s review procedure includes the utilisation
of external ratings, credit agency information and other industry information. Credit limits are established and monitored for
each customer with any sales exceeding these limits requiring approval. The Group monitors the economic environments in
which it operates, and proactively takes any necessary actions to limit its credit exposure to customers and industries that are
experiencing economic volatility.

The Group has adopted the simplified approach when calculating its expected credit loss provisions. This allows the recognition
of lifetime expected credit losses at all times. This provision is reassessed when there is a significant change in credit risk. These
amounts have been included in the provision for impairment of accounts receivable.

The Group uses a provisions matrix to measure the expected credit losses of trade receivables from individual customers. Loss
rates are calculated using a “roll rate” method based on the probability of a receivable progressing through successive stages of
delinquency to write-off. Roll rates are calculated separately per Group company. Loss rates are based on actual credit loss
experience over the past three years, which are adjusted where deemed necessary for economic factors to reflect differences in
economic conditions over which the historical data has been collected, current conditions and the Group’s view of economic
conditions over the expected lives of the receivables.

The expected credit loss allowances for trade receivables are calculated based on key assumptions that determine the weighted
average loss rates and overall loss allowance.

2023 2022
Weighted Gross Weighted Gross

average carrying Loss average carrying Loss
loss rate amount allowance loss rate amount allowance Credit
% $’000 $’000 % $’000 $’000 impaired
Current (not past due) 0.12% 33,178 39 0.14% 28,783 41 No
1-30 days past due 1.96% 1,736 34 3.59% 948 34 No
31- 60 days past due 5.51% 272 15 12.12% 66 8 No
61— 90 days past due 9.18% 839 77 20.81% 221 46 No
More than 9o days past due 17.41% 2,838 494 37.83% 727 275 Yes

Total ECL Provision 38,863 659 30,745 404
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Note 11 — Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of finished goods includes direct materials, direct
labour and an appropriate portion of variable and fixed overheads included in bringing them to their existing location and
condition. Costs are assigned on the basis of weighted average costs.

The cost of raw materials includes all costs to transport the goods to a location ready for use including any duties and charges
on items purchased overseas.

2023 2022
$’000 $’000
CURRENT
At cost:
- Work in progress 8,360 3,305
- Finished goods 41,740 35,185
50,100 38,490
At net realisable value:
- Work in progress - -
- Finished goods 9,517 8,647
9,517 8,647
TOTAL INVENTORY 59,617 47,137

The Group has completed a comprehensive review of the carrying value of inventory, taking into consideration microeconomic
factors. As a result of the review, inventory was impaired by $2,729,000 (2022: $706,000) during the year and recognised as an
expense in the statement of profit or loss.
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Note 12 — Leases and Commitments

Leasing Activities and Accounting Policy

Engenco leases various properties and equipment. Property leases typically are for a period of 3 to 10 years and often have
extension options and equipment leases are typically for a period of 3 to 5 years. The Group accounts for these leases under
AASB 16: Leases which requires operating leases to be recognised on-balance sheet through the recognition of a Right-of-Use
(ROU) Asset and Lease Liability. Lease expenditure is recognised as depreciation and interest.

Under AASB 16, there is a single, on-balance sheet accounting model, similar to previous finance lease accounting. The
assessment of whether a contract contains a lease determines whether the arrangement is recognised on- or off-balance sheet.

A contract is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration. There are three key elements of the lease definition, and all three must be met in order for the
contract to contain a lease and the entity therefore be able to apply lease accounting under AASB 16:

o Contract contains an identified asset;
e The lessee obtains substantially all the economic benefits from the use of the asset; and
e The lessee directs the use of the asset.

Judgements and Estimates

The Group applies judgement to determine the lease term for some contracts in which it is a lease that includes renewal options.
The assessment of whether the Group is reasonably certain to exercise such options impacts on the lease term, which
significantly affects the amount of lease liabilities and right-of-use assets recognised. In determining the lease term, management
considers all facts and circumstances that create an economic incentive to exercise an extension term. Extension options are
only included in the lease term if the lease is reasonably certain to be extended. The assessment is reviewed if a significant event
or change in circumstance occurs which affects this assessment and that is within the control of the lessee.

Engenco applies a number of the practical expedients and exemptions including:

e The application of a single discount rate to a portfolio of leases with reasonably similar characteristics;
e Recognition exemption for short-term and low-value leases - Leases which have a lease term of less than 12 months or are
less than A$10,000 in annual value will not be accounted for under AASB 16.

Another practical expedient that is available to the Group, is to not separate non-lease components from lease components, and
instead account for each lease component and any associated non-lease components as a single lease component. The Group
has not elected to combine lease and non-lease components for its property leases. As such, the calculated lease liability excludes
an estimate of the stand-alone price of the non-lease component.

Movements in the Period

Modifications

| De-
1Jul 2022 Additions  Depreciation recognition 30 Jun 2023
$’000 $’000 $’000 $’000 $’000
RIGHT-OF-USE ASSETS
Property 16,045 2,085 (3,791) 578 14,917
Equipment 1,781 28 (490) 43 1,362
TOTAL RIGHT-OF-USE ASSETS 17,826 2,113 (4,281) 621 16,279
Modifications
Lease | De-
1Jul 2022 Additions Payments recognition 30 Jun 2023
$’000 $’000 $’000 $’000 $’000
LEASE LIABILITIES
Property 17,713 2,063 (3,569) 111 16,318
Equipment 1,851 28 (490) 42 1,431
TOTAL LEASE LIABILITIES 19,564 2,091 (4,059) 153 17,749
Current lease liabilities 3,841 4,489
Non-current lease liabilities 15,723 13,260
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Note 12 - Leases and Commitments (cont’d)

(a) Leases as a Lessor

The Group leases out select items of property, plant and equipment to customers. At the end of the reporting period, the future
minimum lease payments under non-cancellable leases which are receivable are shown below.

2023 2022
$’000 $’000
Operating Lease Receivables
Receivable - minimum lease payments:
- not later than 12 months 123 19
- between 12 months and 5 years 193 316
- greater than 5 years - -
316 435
Note 13 — Other Current Assets
2023 2022
$’000 $’000
CURRENT
Other current assets 213 109
Prepayments 1,890 1,702
TOTAL CURRENT OTHER ASSETS 2,103 1,811
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Note 14 — Property, Plant and Equipment
Recognition and Measurement

Items of property, plant and equipment are measured at
cost less accumulated depreciation and any accumulated
impairment losses. If significant parts of an item of
property, plant and equipment have different useful lives,
then they are accounted for as separate items (major
components) of property, plant and equipment. Any gain
or loss on disposal of an item of property, plant and
equipment is recognised in profit or loss.

Subsequent Expenditure

Subsequent expenditure is capitalised only when it is
probable that the future economic benefits associated with
the expenditure will flow to the Group.

Depreciation

Depreciation is calculated to write off the cost of items of
property, plant and equipment less their estimated residual

Engenco Limited
and Its Controlled Entities

values using the straight-line or diminishing returns method
over their estimated useful lives, and is generally
recognised in profit or loss. Leased assets are depreciated
over the shorter of the lease term and their useful lives
unless it is reasonably certain that the Group will obtain
ownership by the end of the lease term. Land is not
depreciated.

The depreciation rates used for each class of depreciable
assets are:

Class of Property, Plant & Equipment Depreciation Rate

Buildings 2.5%
Leasehold improvements 10% - 100%
Plant and equipment 5%-67%

Depreciation methods, useful lives and residual values are
reviewed at each reporting date and adjusted if
appropriate.

2023 2022%

4’000 $’000
LAND AND BUILDINGS
Freehold land:
- Atcost 5,520 5,520
TOTAL LAND 5,520 5,520
Buildings:
- Atcost 2,205 2,205
- Less accumulated depreciation (789) (747)
TOTAL BUILDINGS 1,416 1,458
TOTAL LAND AND BUILDINGS 6,936 6,978
PLANT AND EQUIPMENT
- Atcost 94,922 92,691
- Accumulated depreciation and impairment (81,701) (78,950)
TOTAL PLANT AND EQUIPMENT 13,221 13,741
LEASEHOLD IMPROVEMENTS
- At cost 7,699 7,528
- Accumulated depreciation (5,682) (5,111)
TOTAL LEASEHOLD IMPROVEMENTS 2,017 2,417
TOTAL PROPERTY, PLANT AND EQUIPMENT 22,174 23,136

*2022 comparative figures have been restated. Full details are disclosed in Note 1.
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Note 14 — Property, Plant and Equipment (cont’d)

(a) Reconciliation of Carrying Amounts

Movement in the carrying amounts for each class of property, plant and equipment between the beginning and the end of the
current financial year.

Consolidated Group

Freehold Leasehold Plant and

Land Buildings Improvements Equipment Total

$’000 $’000 $’000 $’000 $’000
BALANCE AT 30 JUNE 2021 5,520 1,505 2,624 13,908 23,557
Additions - 5 420 3,334 3,759
Acquired through business combinations : - - 1,633 1,633
Disposals - - (15) (107) (122)
Impairment - - - (1,649) (1,649)
Depreciation expense - (52) (612) (2,727) (3,391)
BALANCE AT 30 JUNE 2022 5,520 1,458 2,417 14,392 23,787
Impact of restatement - - - (651) (651)
RESTATED BALANCE AT 30 JUNE 2022* 5,520 1,458 2,417 13,741 23,136
Additions - - 171 2,478 2,649
Disposals & - - (247) (247)
Depreciation expense - (42) (571) (2,751) (3:364)
BALANCE AT 30 JUNE 2023 5,520 1,416 2,017 13,221 22,174

*2022 comparative figures have been restated. Full details are disclosed in Note 1.

Plant and equipment assets of $1,649,000 were impaired during the prior year as a result of the flooding event at Gemco Rail’s
Gladstone workshop. This event is subject to an open insurance claim with the Group’s insurance company. Refer to Note 19 —
Contingent Assets and Liabilities for further details.

Note 15 — Net Tangible Assets

The Group’s Net Tangible Assets (NTA) is calculated as the net of net assets (excluding net deferred tax, non-controlling
interest and intangible assets) over fully paid ordinary shares. There was no change to the Group’s approach to calculating
NTA.

2023 2022%
Cents Cents
Net tangible assets per ordinary share: 315,650,256 shares (2022: 315,495,882 shares) 25.4 24.9

#2022 comparative figures have been restated. Full details are disclosed in Note 1.
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Note 16 — Intangible Assets
Recognition and Measurement
Goodwill arising on the acquisition of subsidiaries is measured at cost less accumulated impairment losses.

Development expenditure is capitalised only if the expenditure can be measured reliably, the product or process is technically
and commercially feasible, future economic benefits are probable and the Group intends to and has sufficient resources to
complete development and to use or sell the asset. Otherwise, it is recognised in profit or loss as incurred. Subsequent to initial
recognition, development expenditure is measured at cost less accumulated amortisation and any accumulated impairment
losses.

Other intangible assets, including customer relationships, patents and trademarks, and computer software, that are acquired by
the Group and have finite useful lives are measured at cost less accumulated amortisation and any accumulated impairment
losses.

Subsequent Expenditure

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the specific asset to
which it relates. All other expenditure, including expenditure on internally generated goodwill and brands, is recognised in profit
or loss as incurred.

Amortisation

Amortisation is calculated to write off the cost of intangible assets less their estimated residual values using the reducing-balance
method over their estimated useful lives, and is generally recognised in profit or loss. Goodwill is not amortised.

The estimated useful lives for current and comparative periods are as follows:

Class of Intangible Asset Useful Life
Customer-related intangibles 3-10 years
Patents and trademarks Up to 13 years
Development costs Life of project
Other intangible assets 5- 8 years

Amortisation methods, useful lives and residual values are reviewed at each reporting date and adjusted if appropriate.
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Note 16 - Intangibles (cont’d)

2023 2022

$’000 $’000
GOODWILL
Cost:
Opening balance 2,631
Acquired through business combinations - 2,631
Closing balance 2,631 2,631
TOTAL GOODWILL 2,631 2,631
OTHER IDENTIFIABLE INTANGIBLES
Cost:
Opening balance 14,141 13,387
Additions 81 9
Acquired through business combinations = 865
Transfers out - (120)
Closing balance 14,222 14,141
Accumulated amortisation and impairment:
Opening balance (13,239) (13,047)
Amortisation for the year (207) (192)
Closing balance (13,446) (13,239)
TOTAL OTHER IDENTIFIABLE INTANGIBLES 776 902
NET BOOK VALUE 3,407 3,533
TOTAL INTANGIBLE ASSETS
At cost 16,853 16,772
Accumulated amortisation and impairment (13,446) (13,239)
NET BOOK VALUE 3,407 3,533

With the exclusion of Goodwill, intangible assets have finite useful lives. The current amortisation charges for intangible assets
are included under depreciation and amortisation expense in the Consolidated Statement of Profit or Loss and OClI.

Impairment testing for CGUs containing goodwill

The recoverable amount of this CGU was based on its value in use, determined by discounting the future cash flows to be
generated from the continuing use of the CGU. The key management judgement and assumptions used in the estimation of the
recoverable amount are set out below. The values assigned to the key assumptions represent managements business plans and
forecasts including the assessment of future trends in the relevant industries and have been based on historical data from both
external and internal sources.

Percentages 2022
Discount rate 12.8%
Terminal value growth rate 2.5%
EBITDA growth rate (compounded annual growth rate over 5 year forecast) 10.0%

The discount rate was a pre-tax measure estimated based on the CGU’s weighted average cost of capital. The cash flow
projections included specific estimates for five years and a terminal growth rate thereafter. The terminal growth rate was
determined based on management’s estimate of a conservative long-term compound EBITDA growth rate, consistent with the
assumptions that a market participant would make.

Budgeted EBITDA was estimated considering the following year’s budget and multi-year strategic plan, extended over a total
five-year period using a growth factor relevant to the strategic business plan. The use of estimates by definition requires
management judgement and may not equal actual results. The growth factor in the Group’s strategic business plan reflects
strong growth expected from the Eureka business over the next five years. If the average annual growth rate is below 7% the
Group may need to recognise an impairment in future periods.

The directors and management have considered and assessed reasonably possible changes for other key assumptions and have
not identified any instances that could cause the carrying amount of the CGU to exceed the recoverable amount.
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Trade and other payables represent the liability outstanding at the end of the reporting period for goods and services received
by the Group during the reporting period which remains unpaid. The balance is recognised as a current liability if expected to be

settled within 12 months.

2023 2022
$’000 $’000
CURRENT
Unsecured liabilities:
Trade payables 24,118 18,668
Sundry payables and accrued expenses 5,559 5,323
TOTAL TRADE AND OTHER PAYABLES 29,677 23,991

Note 18 — Financial Liabilities
Non-Derivative Financial Liabilities - Measurement

Other non-derivative financial liabilities are initially
measured at fair value less any directly attributable
transaction costs. Subsequent to initial recognition, these
liabilities are measured at amortised cost using the
effective interest method.

Non-Derivative Financial Liabilities - Recognition and
Derecognition

The Group initially recognises loans and receivables and
debt securities issued on the date when they are originated.
All other financial liabilities are initially recognised on the
trade date, when the entity becomes a party to the
contractual provisions of the instrument.

The Group derecognises a financial liability when its
contractual obligations are discharged or cancelled, or
expire.

Financial liabilities are offset, and the net amount
presented in the Statement of Financial Position when, and
only when, the Group has a legally enforceable right to
offset the amounts and intends either to settle them on a
net basis or to realise the asset and settle the liability
simultaneously.

Information about the Group’s exposure to interest rate,
foreign currency and liquidity risk is included in Note 23 -
Financial Risk Management.

(a) Collateral Provided
Bank facility

The bank facility with the National Australia Bank (NAB) is
comprised of a $20,000,000 Revolving Credit Facility,
$6,000,000 Bank Guarantee Facility, $600,000 Credit Card
Facility and $500,000 Set off Facility. These facilities are
secured against the Australian assets of the Group. The
revolving credit facility expires on 31 October 2023, with the
other facilities renewed annually.

Defaults and breaches

There were no defaults or breaches during the year ended
30 June 2023 on any of the above mentioned facilities.
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Note 18 - Financial Liabilities (cont’d)

(b) Debt Facilities and Credit Standby Arrangements

A summary of the Group’s loan facilities is provided in the table below:

Facility Facility Maturity Facility Facility Maturity
Available Used Dates Available Used Dates Interest
2023 2023 2023 2022 2022 2022 Basis
$’000 $’000 $’000 $’000
- NAB Revolving Credit Facility* 27,100 13,000 Oct-23 27,100 - Oct-23 Floating
- Swedish Overdraft Facility (SEK)** 830 - Dec-23 852 - Dec-22 Floating
27,930 13,000 27,952 -

*Comprises net bank overdrafts, off balance sheet bank guarantees and business credit cards and other trade products.

**Facility is denominated in SEK, and presented in AUD above

Note 19 — Provisions

Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money, and the risks specific to the liability. The unwinding of the discount is recognised as a
finance cost.

Provision for Long-Term Employee Benefits

A provision has been recognised for employee entitlements relating to long service leave. In calculating the present value of
future cash flows in respect of long service leave, the probability of long service leave being taken is based on historical data.

Restructuring

A provision for restructuring is recognised when the Group has approved a detailed and formal restructuring plan, and the
restructuring either has commenced or has been announced publicly. Future operating losses are not provided for. Restructuring
provisions include closure costs and redundancies announced before the reporting date.

Makegood

A provision has been recognised for makegood obligations at the end of the lease term for leased property. The Group calculates
the provisions on the present value of future cash flows in respect of meeting contract obligations.

Other Provisions

Other provisions relate to various categories including provisions for warranty costs and other costs required to be incurred
under contractual obligations.
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Note 19 - Provisions (cont’d)

Consolidated Group

Long Service

Leave Annual Leave

Employee Employee
Benefits Benefits Restructuring Makegood Other Total
$’000 $’000 $’000 $’000 $’000 $’000
BALANCE AT 1JULY 2022 3,154 4,428 26 3,981 1,442 13,031
Provisions raised 492 3,502 209 168 1,207 5,578
Provisions released - - - (6) - (6)
Provisions used (435) (3,542) (183) - (449) (4,609)
BALANCE AT 30 JUNE 2023 3,211 4,388 52 4143 2,200 13,994
Current 2,717 4,388 52 48 2,200 9,405
Non-current 494 - - 4,095 - 4,589

Note 20 — Contingent Assets and Liabilities

In March 2022, Gemco Rail’s Gladstone workshop was subject to a severe flood event that impacted the Northeast Coast of
Australia. This event caused business disruption and destroyed the recently commissioned Under Floor Wheel Lathe, which had
been subject to a $1,649,000 impairment in the 2022 statutory financial results. The Group maintains insurance for flood events
at all facilities, and at the time of these accounts being published, the insurance claim for the impaired asset and associated
business interruption had been lodged with the Group insurance company and partially processed with $1,589,000 recognised
against Other Income (see Note 5: Revenue and Other Income) during the 2023 financial year. Dialogue for claims for abandoned
infrastructure and business interruption remain ongoing.

There are a number of legal claims and exposures which arise from the ordinary course of business. There is significant
uncertainty as to whether a future liability will arise in respect to these items. The amount of the liability, if any, which may arise
cannot be reliably measured at the reporting date.

The Group has arranged for its bankers to guarantee its performance to third parties. The maximum amount of these guarantees
at 30 June 2023 is $2,543,521 (2022: $1,209,174).
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Note 21 — Issued Capital and Reserves

(a) Share Capital

2023 2022
$’000 $’000

315,650,256 (2022: 315,495,882) fully paid ordinary shares 303,900 303,834
303,900 303,834

Ordinary Shares

Incremental costs directly attributable to the issue of ordinary shares are recognised as a deduction from equity. Income tax
relating to transaction costs of an equity transaction are accounted for in accordance with AASB 112: Income Taxes.

2023 2022

No. No.

At beginning of reporting period 315,495,882 313,489,018
Issue of ordinary shares related to business combinations - 1,869,404
Employee share purchase plan 154,374 137,460
BALANCE AS AT 30 JUNE 315,650,256 315,495,882

Ordinary shares are eligible to participate in dividends and the proceeds on winding up of the parent entity in proportion to the
number of shares on issue.

At shareholders’ meetings each ordinary share is entitled to one vote when a poll is called, otherwise each shareholder has one
vote on a show of hands.

Employee Share Purchase Plan

At the 2020 Annual General Meeting, shareholders approved an Employee Share Plan (ESPP). The ESPP is available to all eligible
employees each year to acquire ordinary shares in the Company from future remuneration (before tax). Shares to be issued or
transferred under the ESPP will be valued at a 5% discount to the volume-weighted average price of the Company’s shares traded
on the Australian Securities Exchange during the five business days immediately preceding the day the shares are issued. Shares
issued under the ESPP are not allowed to be sold, transferred or otherwise disposed of until the earlier of an initial three-year
period, or the participant ceasing continuing employment with the Company.

The value of shares issued under the ESPP that was recognised during the year was $66,000 (2022: $60,000).

(b) Nature and Purpose of Reserves

Foreign currency translation reserve
The foreign currency translation reserve records exchange differences arising on translation of overseas subsidiaries.
Profit reserve

The profit reserve comprises a transfer of net profits and characterises profits available for distribution as dividends in future
years.
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(c) Dividends

After the reporting date, the following final dividend was declared by the board of directors
recognised as a liability as at 30 June 2023, and there are no tax consequences.

Engenco Limited
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. The dividend has not been

2023 2022

$’000 4’000
(a) INTERIM DIVIDEND DECLARED
NIL cents per ordinary share (2022: 0.5 cents) - 1,577
(b) FINAL DIVIDEND DECLARED
0.5 cents per ordinary share (2022: 1.5 cents) 1,578 4,732
() FRANKING CREDIT BALANCE
Amount of franking credits available to shareholders of Engenco Limited for subsequent
financial years are:
Franking account balance as at the end of the financial year at 30% (2022: 30%) - 1,290
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Note 22 — Parent Entity Disclosures

As at, and throughout the financial year ended 30 June 2023, the parent entity of the Group was Engenco Limited. The ultimate

controlling party of the Company at reporting date was Elph Investments Pty Ltd, incorporated in Australia.

2023 2022
$’000 $’000
(a) Financial Position of Parent Entity at year end
ASSETS
Current assets 1,902 1,830
Non-current assets 72,246 71,146
TOTAL ASSETS 74,148 72,976
LIABILITIES
Current liabilities 31,927 32,065
Non-current liabilities 3,030 3,513
TOTAL LIABILITIES 34,957 35,578
NET ASSETS 39,2191 37,398
EQUITY
Issued capital 303,900 303,834
Profit reserve 16,944 15,217
Accumulated losses (281,653) (281,653)
TOTAL EQUITY 39,191 37,398
(b) Result of Parent Entity
Profit for the year 6,444 5,667
Other comprehensive income - -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 6,444 5,667

The Parent entity’s current liabilities relate to Group banking facilities secured against the subsidiaries’ assets within the Group.

Details of these facilities can be found in Note 9 — Cash and Cash Equivalents.

(c) Parent Entity Guarantees in respect of the debts of its subsidiaries

The parent entity acts as guarantor for debt facilities. Details of these facilities can be found in Note 18(a) - Financial Liabilities.

(d) Parent Entity Contingent Liabilities

At 30 June 2023, the parent entity has no significant contingent liabilities (2022: NIL).

(e) Parent Entity Capital Commitments for acquisition of property, plant and equipment

At 30 June 2023, the parent entity had not entered into any contractual commitments for the acquisition of property, plant

and equipment and other intangible assets (2022: NIL).
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Note 23 — Cash Flow Information

(@) Reconciliation of Cash at End of Financial Year
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2023 2022
Note $’000 $’000
Cash and cash equivalents 9 8,478 4,746
Bank loans 18 (13,000) -
CASH (NET OF BANK OVERDRAFTS) AT END OF FINANCIAL YEAR (4,522) 4,746
(b) Reconciliation of Cash Flow from Operating Activities with Profit after Income Tax

2023 2022
$’000 4’000
PROFIT AFTER INCOME TAX 6,444 5,667

Adjustments for non-cash items:
- Depreciation 7,610 7,736
- Other intangibles amortisation 207 192
- Impairment losses on inventory 2,729 706
- Impairment of property, plant and equipment - 1,649
- Movement in ECL provision 395 122
- Net finance costs 707 225
- Income tax expense [ (benefit) (925) (1,207)
- Gain on lease modification (473) -
- Gain on sale of property, plant and equipment (199) (134)
16,495 14,956

Changes in:

- (Increase) / decrease in trade and other receivables (8,940) (8,648)
- (Increase) [ decrease in prepayments (186) (136)
- (Increase) [ decrease in inventories (7,881) (2,010)
- Increase [ (decrease) in trade payables and accruals 3,382 6,069
- Increase [ (decrease) in provisions 777 564
Cash provided by / (used in) operating activities 3,647 10,795
- Netinterest paid (707) (225)
- Income taxes paid 47 (13)
CASH FLOW PROVIDED BY OPERATIONS 2,987 10,557
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Note 24 — Financial Risk Management

The Group’s financial instruments consist mainly of
accounts receivable and payable, bank loans, contract
assets and liabilities, and leases.

2023 2022
Note $’000 $’000

FINANCIAL ASSETS
Cash and cash equivalents 9 8,478 4,746
Trade and other receivables 10 38,296 30,436
Contract assets 5 6,962 5,984

53,736 41,166

FINANCIAL LIABILITIES

Trade and other payables 17 29,677 23,991
Bank Loans 18 13,000 -
Contract liabilities 5 5,176 1,086
Lease liabilities 12 17,749 19,564

65,602 44,641

The Group measures Trade and other receivables along
with Trade and other payables at amortised costs. The
Group designates certain derivatives as hedging
instruments to hedge the variability in cash flows
associated with highly probable forecast transactions
arising from changes in foreign exchange rates. The Group
initially measures derivatives at fair value. Subsequent to
initial recognition, derivatives are measured at fair value,
and any changes therein are recognised in profit or loss.

At inception of the designated hedging relationship, the
Group documents the risk management objective and
strategy for undertaking the hedge. The Group also
documents the economic relationship between the hedged
item and the hedging instrument, including whether the
changes in cash flows of the hedged item and hedging
instrument are expected to offset each other.

i.  Treasury Risk Management

Treasury risk management is centralised within the
corporate office and the treasury function monitors
financial risk exposure and evaluates treasury management
strategies in the context of current economic conditions
and forecasts. Management’s overall risk management
strategy seeks to assist the Group in meeting its financial
targets, while minimising potential adverse effects on
financial performance. Management operates under the
supervision of members of the Board of Directors. Risk
management transactions are approved by senior
management personnel in accordance with Board
approved delegations of authority.

Engenco Limited
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ii. Financial Risk Exposures and Management

The main risks the Group is exposed to through its financial
instruments are interest rate risk, currency risk, liquidity risk
and credit risk.

The Company’s Audit and Risk Committee has overall
responsibility for the establishment and oversight of the
Group’s risk management framework, and is responsible
for approving and monitoring the Group’s risk
management policies.

The Group’s risk management policies are established to
identify and analyse the risks faced by the Group, to set
appropriate risk limits and controls and to monitor risks and
adherence to limits. Risk management policies and systems
are reviewed regularly to reflect changes in market
conditions and the Group’s activities. The Group, through
its training and management standards and procedures,
aims to maintain a disciplined and constructive control
environment in which all employees understand their roles
and obligations.

The Audit and Risk Committee oversees how management
monitors compliance with the Group’s risk management
policies and procedures, and reviews the adequacy of the
risk management framework in relation to the risks faced
by the Group.

a. Interest Rate Risk

Exposure to interest rate risk arises on financial liabilities
recognised at reporting date whereby a future change in
interest rates will affect future cash flows or the fair value
of fixed rate financial instruments.

Currently the Group’s operations are financed using
floating rate debt. The Group has not entered into any
interest rate swaps to fix its floating rate debt.

The variable interest rate borrowings exposes the Group to
interest rate risk which will impact future cash flows and
interest charges and is indicated by the following floating
interest rate financial liabilities:

2023 2022
$’000 $’000
FLOATING RATE
INSTRUMENTS
Bank loans 13,000
Total Floating Rate
Instruments 13,000
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Note 24 - Financial Risk Management (cont’d)

b.  Liquidity Risk

Engenco Limited
and Its Controlled Entities

Liquidity risk is the risk that the Group will encounter difficulty in meeting its obligations associated with its financial liabilities
that are settled by delivering cash or another financial asset. The Group manages this risk through the following mechanisms:

e  Preparing regular forecast cash flow analysis in relation to its operational, investing and financing activities;

e Monitoring undrawn credit facilities;
e Managing credit risk related to financial assets; and
e  Monitoring the maturity profile of financial liabilities.

The following table reflects an undiscounted contractual maturity analysis for financial liabilities.

Cash flows realised from financial assets reflect management's expectations as to the timing of realisation. Actual timing may
therefore differ from that disclosed. The timing of cash flows presented in the table to settle financial liabilities reflects the
earliest contractual settlement dates and does not reflect management's expectations that banking facilities will be rolled

forward.

Financial Liability Maturity Analysis

Consolidated Group

Within 1 Year 1to 5 Years Over 5 Years Total

2023 2022 2023 2022 2023 2022 2023 2022

$’000 4’000 $’000 4’000 $’000 4’000 4’000 $’000
FINANCIAL LIABILITIES DUE FOR
PAYMENT
Trade and other payables 29,677 23,991 - - - - 29,677 23,991
Bank loans 13,000 - - - - - 13,000 -
Contract liabilities 5,176 1,086 - - - - 5,176 1,086
Lease liabilities 4,489 3,841 10,489 13,520 2,771 2,203 17,749 19,564
Total Expected Outflows 52,342 28,918 10,489 13,520 2,771 2,203 65,602 44,641

¢.  Currency Risk

The Group is exposed to currency risk to the extent that
there is a mismatch between the currencies in which sales,
purchases and borrowings are denominated and the AUD
functional currency of the Group. The majority of financial
liabilities and assets of the Group are denominated in the
functional currency of the operational location. These are
primarily Australian Dollars and Swedish Krona.

d.  Credit Risk

Credit risk is the risk of financial loss to the Group if a
customer or counterparty to a financial instrument fails to
meet its contractual obligations, and arises principally from
the Group’s receivables from customers and cash balances
with financial institutions. Credit risk is managed through
the maintenance of procedures (such procedures include
monitoring of exposures, payment cycles and monitoring
of the financial stability of significant customers and
counter parties) ensuring to the extent possible, that
customers and counter-parties to transactions are of sound
credit worthiness. Such monitoring is used in assessing
receivables for impairment. Credit terms differ between
each key business but are generally 30 to 60 days from end
of month.

Where the Group is unable to ascertain a satisfactory credit
risk profile in relation to a customer or counter-party, then

risk may be further managed through title retention clauses
over goods or obtaining security by way of personal or
commercial guarantees over assets of sufficient value
which can be claimed against in the event of any default.
The Group has established procedures to ensure Personal
Property Securities Act 2009 (Cth) registration is performed
for all relevant assets. The maximum exposure to credit risk
by class of recognised financial assets at balance date,
excluding the value of any collateral or security held, is
equivalent to the carrying value and classification of those
financial assets (net of any provisions) as presented in the
Consolidated Statement of Financial Position.

On a geographical basis the Group has significant credit risk
exposures in Australia given the substantial operations in
this region. Details with respect of the credit risk of Trade
and Other Receivables can be found in Note 9. Trade and
other receivables that are neither past due or impaired are
considered to be of high credit quality. Aggregates of such
amounts are detailed in Note 10 - Trade and Other
Receivables.

Balances held with banks are with AA rated financial
institutions, details of these holdings can be found in Note
9 — Cash and Cash Equivalents.
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Note 24 - Financial Risk Management (cont’d)

iii. Net Fair Values

Fair Value Estimation

The fair values of financial assets and financial liabilities are presented in the following table and can be compared to their
carrying values as presented in the Statement of Financial Position. Fair values are those amounts at which an asset could be
exchanged, or a liability settled, between knowledgeable, willing parties in an arm's length transaction.

Fair values derived may be based on information that is estimated or subject to judgment, where changes in assumptions may
have a material impact on the amounts estimated. Estimates, judgments and the associated assumptions have been detailed
below. Where possible, valuation information used to calculate fair value is extracted from the market, with more reliable
information available from markets that are actively traded. In this regard, fair values for listed securities are obtained from
quoted market bid prices.

Consolidated Group

2023 2023 2022 2022
Carrying Value Fair Value Carrying Value Fair Value
$’000 $’000 $’000 $’000
FINANCIAL ASSETS

Cash and cash equivalents 8,478 8,478 4,746 4,746
Trade and other receivables 38,296 38,296 30,436 30,436
Contract assets 6,962 6,962 5,984 5,984
53,736 53,736 41,166 41,166

FINANCIAL LIABILITIES
Trade and other payables 29,677 29,677 23,991 23,991
Bank Loans 13,000 13,000 - -
Contract liabilities 5,176 5,176 1,086 1,086
Lease liabilities 17,749 17,749 19,564 19,564
65,602 65,602 44,641 44,641

The fair values disclosed in the above table have been b.  Interest Rate Sensitivity Analysis

determined based on the following methodologies:

The effect on earnings and equity as a result of changes in
the interest rate, with all other variables remaining
constant would be as follows:

e (Cashand cash equivalents, trade and other receivables
and trade and other payables are short-term
instruments in nature whose carrying value is

equivalent to fair value. 2023 2022
2 ’
e  Loans and borrowings have carrying values equivalent $'000 $000
to fair value. The majority of these facilities have CHANGE IN EARNINGS
floating rates. - Increase in interest rates by 100 (55)
basis points 53
iv. Sensitivity Analysis - Decrease in interest rates by 100 .
basis points 53
a. Interest Rate Risk and Currency Risk CHANGE IN EQUITY

- Increase in interest rates by 100

The following tables illustrate sensitivities to the Group's basis points (153)
exposures to changes in interest rates and foreign currency - Decrease in interest rates by 100
exchange rates. The tables indicate the impact on how basis points e

profit and equity values reported at balance date would
have been affected by changes in the relevant risk variable
that management considers to be reasonably possible.
These sensitivities assume that the movement in a
particular variable is independent of other variables.
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Note 24 - Financial Risk Management (cont’d)

d.  Currency Risk Sensitivity Analysis

The effect on earnings and equity as a result of changes in
the value of the Australian Dollar to the Swedish Krona,
with all other variables remaining constant would be as
follows:

2023 2022
$’000 $’000
CHANGE IN EARNINGS
- Improvement in AUD to SEK by 5% (25) (5)
- Decline in AUD to SEK by 5% 25 5
CHANGE IN EQUITY
- Improvement in AUD to SEK by 5% 436 447
- Decline in AUD to SEK by 5% (436) (447)

The Group does not currently hedge against foreign
exchange movements in net assets of its Swedish
subsidiaries.

Note 25 — Related Party Transactions

(a) Transactions with Key Management Personnel
Short-term employee benefits

Short-term employee benefits are expensed as the related
service is provided. A liability is recognised for the amount
expected to be paid if the Group has a present legal or
constructive obligation to pay this amount as a result of
past service provided by the employee and the obligation
can be estimated reliably.

Defined contribution plans

Obligations for contributions to defined contribution plans
are expensed as the related service is provided. Prepaid
contributions are recognised as an asset to the extent that
a cash refund or a reduction in future payments is available.

Other long-term employee benefits

The Group’s net obligation in respect of long-term
employee benefits is the amount of future benefit that
employees have earned in return for their service in the
current and prior periods. That benefit is discounted to
determine its present value. Remeasurements are
recognised in profit or loss in the period in which they arise.

Termination benefits

Termination benefits are expensed at the earlier of when
the Group can no longer withdraw the offer of those
benefits and when the Group recognises costs for a
restructuring. If benefits are not expected to be settled
wholly within 12 months of the reporting date, then they
are discounted.

Engenco Limited
and Its Controlled Entities

v. Capital Management

Management monitors the capital of the Group in an effort
to maintain an appropriate debt to equity ratio, provide the
shareholders with adequate returns and ensure that the
Group can fund its operations. The Group’s debt and capital
includes ordinary shares and financial liabilities. The gearing
ratios as at 30 June 2023 and 2022 are as follows:

2023 2022%

$’000 $’000

Total Borrowings 13,000 -
Net debt / (cash) 4,522 (4,746)
Total equity 94,792 93,131
TOTAL EQUITY AND NET DEBT 99,314 88,385
GEARING RATIO 5% (5%)

*2022 comparative figures have been restated. Full details are
disclosed in Note 1.

(i) Key Management Personnel Compensation

The totals of remuneration paid to key management
personnel during the year (including termination benefits)
are as follows:

2023 2022

$ $

Short-term employee benefits 1,462,050 1,184,765
Post-employment benefits 97,774 97,383
Termination benefits 24,978 -
Other long-term benefits 3,177 11,472
TOTAL 1,587,979 1,293,620

Compensation of the Group’s key management personnel
includes salaries, superannuation and post-employment
benefits.

(ii) Key Management Personnel Transactions

A number of key management personnel, or their related
parties, hold positions in other companies that result in
them having control or significant influence over these
companies.

A number of these companies transacted with the Group
during the year. The terms and conditions of these
transactions were no more favourable than those available,
or which might reasonably be expected to be available, in
similar transactions with non-key management personnel
related companies on an arm’s length basis.

From time to time directors of the Group, or their related
entities, may buy goods from the Group. These purchases
are on the same terms and conditions as those entered into
by other Group employees or customers.
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Note 25 - Related Party Transactions (cont’d)

The aggregate value of transactions and outstanding balances related to key management personnel and entities over which
they have control or significant influence were as follows:

Revenue [ (Cost) for the year

ended 30 June Receivable [ (Payable) as at 30 June

2023 2022 2023 2022
Related Party Director $ $ $ $
Elphinstone Group (Aust)
Pty Ltd' D Elphinstone / K Elphinstone (116,945) (102,786) - -
William Adams Pty Ltd 2 D Elphinstone (7,865) (1,845) - -
United Equipment Pty
Ltd3 D Elphinstone / K Elphinstone (638,122) (631,013) 51,139 (20,910)
Southern Prospect Pty
Ltd 4 D Elphinstone / K Elphinstone 384 4,377 - 1,518
Elphinstone Pty Ltd ® D Elphinstone / K Elphinstone 2,961,438 447,649 1,270,314 54,178
Gekko Systems Pty Ltd® D Elphinstone / K Elphinstone 78,089 61,366 16,181 3,280

" Director fees and travel expense reimbursements were paid to Elphinstone Group (Aust) Pty Ltd for the services of Dale Elphinstone (Non-
Executive Director) and Kelly Elphinstone (Non-Executive Director). Dale Elphinstone is Chairman of this entity. Kelly Elphinstone is also a director
of this entity.

*Goods were purchased from William Adams Pty Ltd during the period. Dale Elphinstone is the Chairman and a director.

3 Goods were purchased from and sold to United Equipment Pty Ltd in the period. Kelly Elphinstone is a director (Chair) of this entity. Dale
Elphinstone is also a director of this entity.

4 Goods were sold to Southern Prospect Pty Ltd during the period. Dale Elphinstone is the Chairman of this entity. Kelly Elphinstone is also a
director of this entity.

> Goods were sold to Elphinstone Pty Ltd during the period. Dale Elphinstone is a director and the Chairman of this entity. Kelly Elphinstone is
also a director of this entity.

®Goods were sold to Gekko Systems Pty Ltd during the period. Dale Elphinstone is a director of this entity. Kelly Elphinstone is also a director of
this entity.

(b) Other Related Party Transactions

The Group has the following balances outstanding at the reporting date in relation to transactions with related parties:

2023 2022
Related Party Transaction $’000 $’000
Current receivables (parent entity):

Receivables from subsidiaries 835 932

The intercompany loans extended from Engenco Limited to its wholly owned subsidiaries are extended on the following terms:

Term:  Revolving Facility repayable when subsidiary is in a position to do so or as otherwise decided by the Company.
Rate:  Fixed rate reviewable quarterly.
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Note 26 — Business Combinations

Acquisition of Eureka 4WD Training Pty Ltd

On 27 May 2021, the Company’s subsidiary, Engenco Investments Pty Ltd, entered into an agreement to acquire 100% of the share
capital of registered training organisation (RTO), Eureka 4WD Training Pty Ltd and its controlled entities (Eureka) for a
consideration of $4,500,000. The acquisition was completed on 1 July 2021.

Eureka is a Perth based market-leading RTO focussed on providing certified four-wheel-drive vehicle training to the industrial,
mining and consumer markets. The company also undertakes heavy road vehicle licensing training. The purchase price included
an earn-out component and was funded via a combination of cash and new equity that was issued to the vendors.

On 27 April 2022, a Share Sale Variation Agreement was entered into amending the earn-out component of the purchase price.
The duration of the earn-out was reduced from 12 months to 6 months, and maximum value was reduced from $1,000,000 to
$500,000. At the conclusion of the earn-out period, 90% of the earn-out target had been achieved and a payment of $450,000
made to the vendors in accordance with the sale agreement. The remaining deferred consideration liability was accounted for in
Other Income in the Statement of Profit or Loss and Other Comprehensive Income (OCl) in the prior period.

Details of the purchase consideration (after the share sale variation):

$’000
Cash paid 2,500
Deferred consideration 500
Issue of shares (shares issued: 1,869,404) 1,000
TOTAL PURCHASE CONSIDERATION 4,000

The fair values of the identifiable assets and liabilities acquired as at the date of acquisition were:

$’000
ASSETS ACQUIRED:
Trade and other receivables 217
Other current assets 73
Property, plant and equipment 1,633
TOTAL ASSETS ACQUIRED 1,923
LIABILITIES ACQUIRED:
Trade and other payables 42
Contract liabilities 120
Borrowings 216
Provisions 77
Current tax liabilities 76
Deferred tax liabilities 454
TOTAL LIABILITIES ACQUIRED 985
NET IDENTIFIABLE ASSETS 938
Add:
Technology 41
Customer relationships 329
Brand name 495
Goodwill arising on acquisition 2,631
TOTAL PURCHASE CONSIDERATION, NET OF CASH ACQUIRED 4,434

Goodwill arose on the acquisition of Eureka due to the combination of the consideration paid for the business and the net assets
acquired, less values attributed to other intangibles in the form of Technology, Customer relationships and Brand names. The
value of goodwill represents the future benefit arising from the expected future earnings, synergies and personnel assumed via
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the acquisition.

Note 26 - Business Combinations (cont’d)

(a) Analysis of Cash Flows on Acquisition

$’000
OUTFLOW OF CASH TO ACQUIRE SUBSIDIARY, NET OF CASH ACQUIRED:
Cash consideration 2,500
Deferred consideration 450
Less: Cash balance acquired 66
NET CASH OUTFLOW - INVESTING ACTIVITIES 2,884

Impact of acquisition on the results of the Group

Included in the profit for the year is $291,000 (2022: $896,000) attributable to Eureka 4WD Training Pty Ltd. Revenue for the year
includes $3,556,000 (2022: $3,586,000) in respect of Eureka 4WD Training Pty Ltd.

Acquisition related costs

The Group incurred acquisition related costs of $25,164 on legal fees and due diligence costs. These costs have been included in
“other expenses” in the 2022 financial year.

Note 27 — Events Subsequent to Reporting Date

On 24 August 2023, the Group extended the maturity date of the NAB Revolving Credit Facility to 31 October 2024.

On 31 August 2023, the Board resolved to declare an unfranked final dividend of 0.5 cents per share. Payment of the dividend to
shareholders will take place on 28 September 2023.

Other than the above, there has not arisen, in the interval between the end of the financial year and the date of this report, any
item, transaction or event which would have a material effect on the financial statements of the Group at 30 June 2023.

Note 28 - Compliance Statement

This preliminary report is based on financial statements that are in the process of being audited.
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